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Abstract 

This paper describes the role of the Panama Canal in establishing and opening new global trade routes 
as well as the ambitious expansion project currently underway designed to meet the needs of modern 
global trade. Over the span of the last several decades, there have been changes in trade routes 
resulting from the increasing role of dry bulk carriers, tankers, gas carriers, refrigerated vessels, 
container vessels, vehicle carriers and general cargo. Growth in intraregional trade, changes in global 
consumption patterns and maritime technology have also had an impact upon trade flows passing 
through the Panama Canal. In order to accommodate all of these changes, the Panama Canal is 
currently undergoing an expansion process that will increase its potential as a center of transshipment 
to the rest of Latin America and the Caribbean as well as the world. 
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I. Background 

The construction of the Panama Canal early in the Twentieth Century changed trade patterns by 
opening new routes between countries and regions that traditionally could not trade at competitive 
prices due to the vast distance between them. The Canal was built mainly for military purposes but, 
over due time, became a facilitator for trade by shortening the time and distance between production 
and consumption markets. From its inauguration until Fiscal Year 2013, more than one million vessels 
have transited the Canal with more than 9.4 billion long tons of cargo. These statistics are proof that 
the Panama Canal has been a very effective catalyst of international trade, reducing the time and 
distance between countries and which has translated into more competitiveness and economic growth 
for countries and regions. 

For Panama, the construction of the Canal in its territory did not come free of sacrifices 
mainly because the country lost its sovereignty in the Canal Zone —essentially, the piece of land with 
highest strategic value for its development as a nation. It took almost one hundred years for Panama to 
obtain control over the water way and the adjacent land. The efforts to recover the land were plagued 
with confrontations, loss of life, and property. 

With the transfer of the Canal to the Republic of Panama, the country took steps to change the 
Canal´s business model. During the United States’ management of the Canal, it had operated as a 
nonprofit public utility; however, once returned to Panama, the new business model incorporated the 
Panama Canal Authority in its legal framework thus allowing the Canal to operate more like a 
corporation with the objective of being profitable and providing direct benefits to the Government of 
Panama. This was achieved through an amendment to the Panama´s Political Constitution and through 
the resulting organic law. Both were the result of a consensus - reached between the Government and 
civil society - which determined that the Canal should function insulated from politics, as an autonomous 
institution, and under a for-profit model which would provide wealth, economic growth, and improve the 
quality of life of all Panamanians. The result of this change in business model can be seen in the 
financial results which by Fiscal Year 2008 had already doubled Canal revenues from US $900M to 
US $2.007B and government profits increased from US $500M to US $1.4M. 
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