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E X P L A N A T O R Y N O T E 

Resolution 250 (XI) of 14 May 1965, adopted by the Economic Commission 
for Latin America (ECLA) a t i t s eleventh session, requested the Latin 
American Governments "to prepare national studies on the present status 
of their respective industrialization processes for presentation at the 
regional symposium". With a view to fac i l i ta t ing the task of the o f f i c i a l s 
responsible f o r the national studies, the ECLA secretar ia t prepared a guide, 
which was also intended to ensure a certain amount of uniformity in the 
presentation of the studies with due regard for the specif ic conditions 
obtaining in each country. 

Studies of the industrial development of fourteen countries were 
submitted to the Latin American Symposium on Industrial Development, held 
in Santiago, Chile, from 14 to 25 March 1966, under the joint sponsorship 
of ECLA and the Centre for Industrial Development, and the Symposium 
requested ECLA to ask the Latin American Governments "to revise, complete 
and bring up to date the papers presented to the Symposium". 

The work of editing, revising and expanding the national monographs 
was completed by the end of 1966 and furthermore, two new studies were 
prepared. The ECLA secretar iat attempted, as fa r as possible, to standardize 
the presentation of the reports, in order to permit comparison of the 
experience of the different countries with regard to specific problems, 
part icularly in the f ield of industrial policy. 

The national studies on industrial development, to be presented at 
the International Symposium relate , in alphabetical order, to the following 
countries: Argentina, Bolivia, Brazil , Central America, Chile, Colombia, 
Cuba, Ecuador, Guyana, Mexico, Panama, Paraguay, Peru, Trinidad and Tobago, 
Uruguay and Venezuela. 
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I . BRIEF HISTORY. 

Between 1950 and 1965, gross n a t i o n a l product inc reased a t a 

cumula t i ve r a t e o f 5 .5 per c e n t : f rom 276.7 m i l l i o n t o 614.8 m i l l i o n 

ba lboas, expressed i n balboas a t I960 v a l u e s . Over t he same p e r i o d , 

the gross product o f manufac tur ing i n d u s t r y increased a t a cumulat ive 

r a t e o f 10.C per cen t , f rom 23.5 m i l l i o n t o 97 .7 m i l l i o n ba lboas , i n 

balboas a t I 960 va lues . 

However, the r a t h e r dynamic growth o f t he i n d u s t r i a l sec to r was 

somewhat i r r e g u l a r and may be d i v i d e d i n t o t h ree p e r i o d s , i n each o f 

which i n d u s t r y assumed d i f f e r e n t c h a r a c t e r i s t i c s . 

Table 1 

PANAMA: GROWTH RATES OF GROSS NATIONAL PRODUCT AND 
OF MANUFACTURING SECTOR PRODUCT 

•(In percentages) 

Per iods Gross N a t i o n a l 
Product 

Manufac tu r ing Sec tor 
Product 

1950-1955 3 . 6 6 .5 
1955-1960 5 .0 . 9 .7 

1960-1965 7 . 6 12 .4 . 

1950-1965 5.5 10 .0 

Source: Government Department o f S t a t i s t i c s and Census. 

Prepared by : Department of . Programming. 

1 . 1950 t o I955 

The pos t -war pe r i od brought w i t h i t e x c e l l e n t o p p o r t u n i t i e s f o r 

development o f t h e manufac tu r ing i n d u s t r y , owing t o the g rea t demand f o r 

manufactured p roduc ts wh ich arose as a r e s u l t o f the removal o f r e s t r i c t i o n s 

on manufactured consumer goods, and o f t he . cons ide rab le amount o f monetary 

reserves h e l d i n the .count ry . However, t h i s demand was s a t i s f i e d c h i e f l y 

by imported goods, and i t was not u n t i l the end o f the 4Q 's , when balance 

o f payments problems and the need t o reduce Panama's dependence on economic 

/ t r a n s a c t i o n s i n 



t r a n s a c t i o n s i n the Canal Zone, t h a t steps were taken towards the s e t t i n g 

up o f a s e r i e s o f impor t s u b s t i t u t i o n i n d u s t r i e s wh ich would a l so p rov ide 

sources o f employment. 

Decree/ law No. 12 o f 1950 formed p a r t o f the s t r a t e g y o f i m p o r t 

s u b s t i t u t i o n by o f f e r i n g f i n a n c i a l i n c e n t i v e s t o promote c a p i t a l inves tment . 

Wh i le i t was i n f o r c e , c o n t r a c t s t o 68 e n t e r p r i s e s were g r a n t e d , 

Dur ing the p e r i o d under c o n s i d e r a t i o n , the manufac tur ing s e c t o r 

exper ienced an annual growth o f 6 ,5 per cen t ; the g r e a t e s t inc reases 

w i t h i n the sec to r were r e g i s t e r e d I n i n d u s t r i e s wh ich had i n the pas t been 

among t h e more i m p o r t a n t , such as the mafriffapture o f f ood p roduc ts , wh ich 

inc reased by 67«3 per cen t ; chemical p roduc ts , w i t h an inc rease o f 52 ,8 per 

cen t , and sawmi l l and o t h e r wood products w i t h a 5 7 , 1 per cent i n c r e a s e . 

C e r t a i n o t h e r manufac tu r ing i n d u s t r i e s were e s t a b l i s h e d , such as me ta l 

p roduc ts and tobacco , 

2. 19?5 t o I960 
Dur ing t h i s p e r i o d , two f a c t o r s c o n t r i b u t e d towards the growth o f 

the manufac tu r ing s e c t o r . The f i r s t was the Remon-Eisenhower t r e a t y , 

which p r o h i b i t e d Panamanians who worked i n the Canal Zone, but who were 

r e s i d e n t i n Panama, f rom making purchases i n Canal Zone s t o r e s , and the 

second was the p u b l i c a t i o n o f Law No. 25 o f 1957, concern ing the promot ion 

o f p r o d u c t i o n , wh ich rep laced Law No, 12 o f 1950. 

The e f f e c t o f t h e above t r e a t y was t o inc rease the consumption o f 

n a t i o n a l goods by n e a r l y 7 m i l l i o n balboas d u r i n g the p e r i o d 1957-1958, 

Seles o f consumer goods i n t he Canal Zone s t o r e s f e l l by 10 m i l l i o n balboas 

f rom 1956 t o 1958, and n a t i o n a l p r o d u c t i o n managed t o supp ly 70 per cent 

o f t he consumption o f these goods. 

Law No, 25 i s s i m i l a r t o Law No. 12, bu t i t excluded some concessions j 

i t a l so conta ined i m p o r t - d u t y exemptions f o r machinery , equipment, end raw 

m a t e r i a l s . 

Dur ing t h i s p e r i o d , the Centre f o r I n d u s t r i a l Development was formed 

as a p a r t o f the I r i s t i t u t e f o r Economic Promot ion, I t s t ask was the 

p r e p a r a t i o n o f p r a c t i c a b i l i t y surveys f o r the s e t t i n g up o f new i n d u s t r i e s , 

l abour t r a i n i n g , and i n d u s t r i a l p romot ion . 

/These f a c t s 



These f a c t s enabled the accumulat ive growth r a t e t o reach 9 .7 per 

cen t , compared w i t h the 5 .0 per cent r a t e f o r the gross n a t i o n a l p roduct . 

The s e c t o r s gross n a t i o n a l product went up by 6 4 . I per cen t , an 

inc rease which d i f f e r e d i n c h a r a c t e r i s t i c s f rom the one r e g i s t e r e d i n the 

f i r s t p e r i o d : the most dynamic i n d u s t r i e s were tobacco, f u r n i t u r e , paper 

and rubber products," metals and chemicals. "The l e a s t dynamic were 

beverages, p r i n t i n g , sawmi l l p roduc ts , and food products . 

3 . 1960 t o 1965 . 

The gross n a t i o n a l p roduct o f t he manufactur ing sector increased a t 

an accumulat ive r a t e of 12.& per cen t , f rom 54.5 m i l l i o n t o 97.7 m i l l i o n 

ba lboas, du r i ng t h i s pe r i od , wh i l e the gross n a t i o n a l product increased 

a t a r a t e o f 7 .6 per cen t , f rom 416.6 t o 614.8 m i l l i o n balboas. 

The pe r iod was charac te r i zed by some heavy investments i n the years 

I960 to' 19631 such as the i n s t a l l a t i o n o f .a petro leum r e f i n e r y , an increase 

i n the capac i t y of cement manufacture, establ ishment o f a new brewery and 

o f seve ra l o the r processing i n d u s t r i e s . 

Another c h a r a c t e r i s t i c was the increase i n sources o f f inance f o r 

i n d u s t r y . The Na t i ona l Bank expanded i t s i n d u s t r i a l loans department and 

formed a p r i v a t e bank f o r i n d u s t r i a l development (EISA) w i t h c o n t r i b u t i o n s 

f rom n a t i o n a l i nves to rs and f rom AID, P r i v a t e en te rp r i se a l so founded the 

Panamanian I n s t i t u t e f o r Development (IMPADE), wh ich acts i n con junc t ion 

w i t h the Centre f o r I n d u s t r i a l Development, 

I n t h i s t h i r d pe r iod , t'he most dynamic i n d u s t r i e s were the manufacture 

o f paper products , me ta l p roduc ts , f u r n i t u r e and accessor ies , and food 

products . The on ly i t em which d i d not r e g i s t e r s a t i s f a c t o r y growth was 

the manufacture o f footwear and garments. 

However, i n s p i t e o f the r a p i d growth o f the manufactur ing s e c t o r , 

c e r t a i n f a c t s have a r i sen which b l u r r the image o f c o n t i n u i t y and o f 

dynamic expansion, ' Because of the reduc t ion i n the c o u n t r y ' s economic 

a c t i v i t y as a r e s u l t o f the January 1964 c r i s i s , t he i n d u s t r i a l sec to r 

slowed down the r a t e o f development i t had been r e g i s t e r i n g and showed an 

increase of on l y 5 .7 per cent over the preceding yea r . Al though the economy 
as a whole reacted favou rab l y and managed t o r e g a i n the r a t e o f growth o f 

/ p rev ious years» 



prev ious y e a r s , the i n d u s t r i a l sec to r i n 1965 increased by a mere 6 .8 per 

cent over i t s 1964 f i g u r e . I n o the r words, d u r i n g t he f i r s t t h ree years 

o f t h i s pe r i od the i n d u s t r i a l sec to r grew a t a f a s t e r r a t e than t h a t o f 

the n a t i o n a l economy, bu t the reverse was the case f o r the l a s t two years 

o f the p e r i o d . 

The i n d u s t r i e s aimed a t impo r t s u b s t i t u t i o n , and t h a t o f food 

products i n p a r t i c u l a r , s a t i s f y demand almost comp le te l y , Moreover, t he 

growth r a t e o f t he economy w i t h the consequent increase i n per c a p i t a 

income, and t he programme o f p u b l i c inves tment , w i l l t end t o coun te rac t 

these adverse tendencies and w i l l he lp t o m a i n t a i n the s e c t o r * s growth r a t e . 

I I . RELATIVE IMPORTANCE, STRUCTURE, ANO GSKS-tAL CHARACTERISTICS, 
OF THE MANUFACTURING INDUSTRY 

1 . Gross p roduc t o f t h e manufactur ing i ndus t r y , i n r e l a t i o n 
t o gross na t i ona l , p roduct 

One o f the c h a r a c t e r i s t i c s o f t h e manufac tur ing sec to rs i s the 

i n t ense development i t underwent between 1950 and 1965 i n terms o f i t s 

share i n the gross n a t i o n a l p roduc t . I t must be ment ioned, however, t h a t 

t h i s development corresponds t o a very low i n i t i a l l e v e l o f i n d u s t r i a l i z a t i o n . 

Over t h i s f i f t e e n - y e a r p e r i o d , manufac tur ing i n d u s t r y was the most 

dynamic s e c t o r i n t he Panamanian economy. I n 1965, i n d u s t r i a l p roduc t 
l/ 1/ reached 97,7 m i l l i o n balboas,-*- compared w i t h 23.5 m i l l i o n ~ i n 1950. 

The t o t a l i nc rease f o r the pe r i od was 315*7 per c e n t , wh ich i s e q u i v a l e n t 

t o an accumula t ive annual growth r a t e o f 10 .0 per cen t , h i ghe r t h a n t he 

r a t e a t t a i n e d by any o t h e r economic s e c t o r , and h i g h e r t han t he g rowth 

r a t e o f the gross n a t i o n a l p roduc t , wh ich was 5.5 per cent (see t a b l e l ) . 

The acce le ra ted growth r a t e o f manufac tu r ing between 1950 and 1965 

enabled t h i s sec to r t o inc rease p r o g r e s s i v e l y i t s share i n the g ross 

n a t i o n a l p r o d u c t , as can be seen f rom the changes wh ich have taken p lace 

i n t he s t r u c t u r e o f t he l a t t e r i n Table 3 . I n 1950, the manufac tu r ing 

sec to r was i n s i x t h p lace i n o rde r o f impor tance, w i t h a share o f 8 .5 per 

c e n t . I n 1965, i t s share had r i s e n t o 15 .9 per c e n t , the sec to r hav ing 

moved i n t o second p lace w i t h on l y a g r i c u l t u r e and fa rm ing p r o v i d i n g a 

g r e a t e r percentage, 
1 1 "' "I I 1 I 'I '•! '-• 
l / F igu res g i v e n i n I 960 p r i c e s , un less o therw ise s t a t e d . 
- ' / T a b l e 2 



Tabla 2 

PANAMA: GROSS NATIONAL PRODUCT AT MABKET PRICES, DIVIDED INTO ECONOMIC SECTORS 
WITH ANNUAL GROWTH HATES, 1950-1964 a / 

(111 a i l l ions of balboas at i960 values) 

Sector I95O 1955 I960 1965 y 
Growth 

Inorease rates 
1950-1965 (percent-

ages) 

Total 2 7 é -7 ?24.1 418.0 614.8 122.2 * 

Agriculture, l ivestock, forestry and f ishing 74.5 86.0 95,7 126.3 69.5 3 . 6 

Mining and quarrying o.é 0,9 1.1 1.9 216.7 8.0 
Manufacturing lndustiy 23.5 33.2 5^.5 57.7 315.7 10.0 
Construction 10.6 13.5 22.9 32.7 208.5 7.8 
Electricity, gas and water 3.2 4.5 8.4 14.6 256.3 10.7 
Transport, warehousing and oowmunioations 10,0 13.4 c / 21.5 36.1 161.0 9.0 
Wholesale end retai l trade 94.9 40.2 57.? 89.2 155.6 6.6 

Banking, insurance, real estate, and other 
financial establishments 4.5 • 6.2 10.3 17.0 277.8 9.3 

Housing 23.3 27.2 3^.5 42.4 82.0 4 .1 

Public administration 6.7 7.3 11.4 14.2 111.9 5.1 

Public and private services 45.1 58.5 69.4 89.2 97.8 4 .6 

Services rendered to the Panama Canal Zone 39.8 33.? 30.4 53.5 3 M 6.0 

Sources Government Department of Stat is t los and Census, and Department of Programming« 

a / Provisional f igures. 

b / Includes the gross product of the Free Zone of Colón. 

0 / Refera to real salaries . 
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Table 3 

vmmt PERCENTAGE OP oaoss NATIONAL pwduc? A? mms PRICES, PER ECONOMIC SECTOR 

• • . *• ' ' " '" "".' " 1 1 I u. , I, 
Sector 1950 1955 I960 1965 

Total 100.0 100. 0 100.0 100.0 

Agriculture, l ives tock , forestry 
and f i sh ing ?6.9 26.5 22.9 20.5 

Mining and quarrying 0.2 0 .3 0.3 0.3 

Manufacturing industjy 8.5 10.2 13.0 15.9 

Construction 3.8 4.2 5.5 5.3 

Electr ic i ty , gas and water 1,2 1.4 2.0 2.4 

Transport, warehousing and 
communications 3 .6 4 .1 5 .1 5 .9 

Wholesale and r e t a i l trade 12.6 12.4 •13-9 14.5 

Banking, insurance, real es tate , 
and other f inancial establishments 1.6 1.9 2.5 2.8 

Housing 8 . 4 8 . 4 8.3 6.9 

Public administration 2.4 2.3 2.7 2.3 

Publio and private services 16.3 18.1 16.6 14.5 

Services rendered to the Panama 
Canal Zone 14.4 10.2 7.3 8.7 

/ i n s p i t e 



I n s p i t e o f t he r e l a t i v e l y r a p i d growth o f i n d u s t r y d u r i n g the 

f i f t e e n years under cons i de ra t i on , , i t s importance w i t h i n the Panamanian 

economy i s s t i l l o f s m a l l p r o p o r t i o n s , and f a r lower than t he r e l a t i v e 

l e v e l a t t a i n e d by i n d u s t r y i n coun t r i es w i t h a s i m i l a r economy, o r even 

i n L a t i n American c o u n t r i e s w i t h a lower per c a p i t a income. 

2 . Employment i n i n d u s t r y , i n r e l a t i o n t o t o t a l 
work ing p o p u l a t i o n 

Panamanian s t a t i s t i c s measure l abour i n terms o f the t o t a l work ing 

p o p u l a t i o n , which i n c l u d e s persons over 1C years o f age who are work ing, ' 

or l o o k i n g f o r work. 

Both i n 1950 and i n I 9 6 0 , the work ing p o p u l a t i o n amounted t o a l i t t l e 

more than 30 per cent o f t h e n a t i o n 1 s . t o t a l p o p u l a t i o n ; 264,619 persons 

made up the work ing p o p u l a t i o n i n 1950, and 336,969 i n I 9 6 0 , g i v i n g an 

annual growth r a t e o f 2 . 4 per cent f o r . t h e ten -yea r p e r i o d . 

I n 1950, the number o f persons a c t u a l l y employed was .241.1 thousand, 

wh ich was 91.3 per cent o f the work ing p o p u l a t i o n . I n I960,» t he number 

o f employed was 299.4 thousand, ' r ep resen t i ng 88.8 per cent o f the work ing 

p o p u l a t i o n . Th i s sma l l inc rease i n the number o f employed persons - an 

annual r a t e o f 2*.2 per cent f o r the pe r i od - was lower t han the growth 

r a t e s r e g i s t e r e d i n t he work ing p o p u l a t i o n and i n the n a t i o n ' s t o t a l 

p o p u l a t i o n over the same p e r i o d . . 

Between 1950 and I960 , the manufac tur ing s e c t o r was f o u r t h i n 

importance as f a r ' as d i rec t -employment o f manpower i s concerned. Th i s 

s e c t o r employed 18,082 persons i n i.950, and 22,079 persons i n I 9 6 0 , 

f i g u r e s which represen ted 7 .5 per cent o f the a c t u a l l y employed p o p u l a t i o n 

i n 1950, and 7 . 4 per cent i n I 960 . (See t a b l e 4 . ) 
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Table 4 

PANAMA: EMPLOYMENT OP PERSONS PER ECONOMIC SECTOR a / 

(In thousands) 

WSO i960 1964 
Sector 

Total Percent 
age "" Total Percent 

age - Total Percent 
age ~ 

Total 241.1 100.0 mà 100.0 354.0 100.0 

Agriculture, forestry, hunting 
and fishing 131.8 54.7 153.0 51.1 171.0 48 ,4 

Mining end quarrying 0 . 4 0 . 2 0 . 4 0 . 1 Ì / -

Manufacturing Industries 18.1 7 .5 22.1 7 . * 32.0 9 . 0 

Construction 6 .6 2.7 9 .3 > 1 12.0 3 . 4 

Eleotrlclty, gas, water and 
services 1 .2 0 .5 1 .5 0.5 2.0 0 . 6 

Commerce 19.8 8 .2 27.5 9 . 2 35.0 9 .9 

Transport, warehousing and 
communications 6 .7 2.8 8.6 2.9 9 .0 2.5 

Services 37.« 15.6 58.6 19.6 72.0 20.3 

Panama Canal Zone 18.0 7 . 5 16.3 5.4 20.0 5.6 

Miscellaneous 0.8 0.3 2.2 0 .7 1.0 0 .3 

Source; General summary of population, 1950 and i960 censuses end I96U Manpower Survey« 

a / Population of 10 years of age and over, excluding Indigenous population. 

b/ The figure i s greater than zero but less than 501. 
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Whi le employment i n i n d u s t r y inc reased a t an average r a t e o f 2 . 0 per 

cent i n the pe r i od 1950-60 (a lower annual r a t e than was r e g i s t e r e d over 

the same p e r i o d i n the growth o f the work ing p o p u l a t i o n and o f the 

p o p u l a t i o n a c t u a l l y employed), unemployment inc reased a t an annual 

average r a t e o f 4 . 8 per cent f r om 23>515 persons i n 1950 t o 37,583 i n I 9 6 0 

~ rep resen t i ng an inc rease i n unemployment f rom 8 .7 per cent t o 11.2 per 

c e n t . These f i g u r e s are much more ser ious i n v iew ó f thé f a c t t h a t i n 

t he c i t i e s o f Panamá and Colon, where almost h a l f o f the n a t i o n ' s Working 

p o p u l a t i o n i s concen t ra ted , t h e number o f unemployed persons represented 

14.5 per cent o f t he p o p u l a t i o n r e s i d e n t i n those c i t i e s , " and 60 per cent 

o f t h e t o t a l unemployed i n the ; coun t r y . 

There are reasons f o r b e l i e v i n g t h a t the unemployment s i t u a t i o n has 

become l e s s se r i ous s ince I 960 . According t o the r e s u l t s o f the l abou r 

surveys o f 1963 and 1964,~ the t o t a l o f a c t u a l l y employed persons i n 1964 

was 354 .0 thousand, o r 93 .7 per cent o f the work ing p o p u l a t i o n . The 

inc rease was r e g i s t e r e d a t an annual r a t e o f 4 .3 per c e n t , wh ich was 

h ighe r t han t h e 3 per cent r a t e o f inc rease i n t he work ing p o p u l a t i o n 

between I960 and 1964. As a consequence, t h e l e v e l o f unemployment, which 

was 11 ,2 per cent i n I 9 6 0 , f e l l t o 6 ,3 per cent i n 1964, However, the b u l k 

o f the unemployed p o p u l a t i o n i s s t i l l concent ra ted i n the M e t r o p o l i t a n 

Region A where, i t i s es t ima ted , t h ree q u a r t e r s o f the 24*000 unemployed 

persons r e g i s t e r e d i n 1964 r e s i d e , i n s p i t e o f the f a c t t h a t the l e v e l o f 

unemployment i n the r e g i o n dropped f rom 14.5 per cent i n 1950 t o 9 .9 per c e n t . 

2 / The surveys o f 1963 and 19.64 are not, , i n f a c t , s t r i c t l y comparable 
w i t h t h e r e s u l t s o f the p o p u l a t i o n census o f I 960 , For exaraple, the 
ca tegory o f "under-employed" was in t roduded i n the surveys , b u t was 
no t considered i n the 196C census. Th is means t h a t some o f the persons 
c l a s s i f i e d as unemployed i n the census were c l a s s i f i e d as under-employed 
i n t h e surveys. I n s p i t e o f t h i s l a c k o f u n i f o r m i t y , a qu i ck comparison 
o f the two enables u s e f u l , conclus ions t o be drawn. 

The M e t r o p o l i t a n Region comprises t h e . p r i n c i p a l - d i s t r i c t s o f the 
Prov inces o f Panamá and Colón, d i s t r i c t s i n wh ich 95 per cent o f the 
p o p u l a t i o n o f t he two Prov inces i s concen t ra ted . 

/If the 



" i o -

l i the s t r u c t u r a l changes which have taken p lace i n employment o f 

manpower over the pe r i od 1960-1964 are examined, i t w i l l be seen t h a t the 

i n d u s t r i a l sec to r i n p a r t i c u l a r has absorbed an extremely h igh p r o p o r t i o n 

o f the increase i n the work ing popu la t i on : o f an inc rease i n the coun t r y ' s 

work ing popu la t i on amounting t o 41,00C persons, approx imate ly 10,000 were 

employed i n the manufactur ing i n d u s t r y . The s e t t i n g up o f i n d u s t r i e s such 

as the petro leum r e f i n e r y , corn m i l l , match f a c t o r y , the expansion o f the 

cement p l a n t , a new brewery, and seve ra l process ing i n d u s t r i e s , are examples 

o f i n s t a l l a t i o n s which have helped t o create new jobs and have eased the 

problem o f unemployment i n Panama. 

3« The i n d u s t r i a l s t r u c t u r e o f Panama i n 1964 

According t o the r e s u l t s o f the manufactur ing i n d u s t r y ' s Annual Survey, 

c a r r i e d out by the Government Department o f S t a t i s t i c s and Census, the gross 

va lue o f p roduc t ion reached 183.4 m i l l i o n balboas i n 1 9 6 4 . Table 5 shows 

the d i s t r i b u t i o n o f t he gross value among the d i f f e r e n t branches o f i n d u s t r y . 

Pood-producing i n d u s t r i e s occupy the f i r s t p lace , p r o v i d i n g around 

32 per cent o f the gross va lue o f p roduc t i on , fo l lowed by beverages, which 

p rov ided 11 per c e n t . The r e l a t i v e importance or beverages i s ma in ly due 

t o the l a r g e - s c a l e development which has taken place i n the beer i n d u s t r y , 

which i s a t present one o f the b igges t i n d u s t r i a l e n t e r p r i s e s i n the coun t r y , 

both f o r the amount o f c a p i t a l i nvo l ved and f o r i t s amount o f sa les . 

The next i n o rder o f importance o f va lue o f p roduc t ion are non -me ta l l i c 

m i n e r a l p roducts , and the footwear and garments i n d u s t r i e s , which prov ided 

5 .7 per cent and 4 . 7 per cent of t o t a l value of p roduc t i on r e s p e c t i v e l y . 

I n 1961, the main c h a r a c t e r i s t i c o f i n d u s t r y i n Panama was the 

concen t ra t i on o f manufactur ing on a few l i n e s o f product ion«,- However, 
i t appears t h a t t h i s s i t u a t i o n has been changing f o r the better i n the l a s t 

two years . A b r i e f l o o k a t the s t r u c t u r e o f i n d u s t r y i n 1964. shows t h a t some 

d i v e r s i f i c a t i o n took p lace s ince 1961 because o f - new l i n e s o f p roduc t ion 

which opened up, such as pet ro leum d e r i v a t i v e s , ^ which provided 22 per 

4 / Approximate ly 53 per cent Of the t o t a l g ross value was produced by 
the f ou r i n d u s t r i e s a l ready ment ioned. 

¿ / Inc luded under the heading "Miscel laneous I n d u s t r i e s " . 

/cent of 
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cent o f t h e va lue o f p roduc t i on and accounted f o r approx imate ly 50 pe r cent 

o f t he inc rease i n t o t a l gross v a l u e , and because o f increased development 

i n e x i s t i n g i n d u s t r i e s , • -

4 , I n d u s t r i a l investment i n r e l a t i o n t o t o t a l gross investment 

. Cond i t i ons which p r e v a i l e d f o l l o w i n g t he c lose o f the Second World 

War were h i g h l y impor tan t f a c t o r s i n the inc rease exper ienced i n t o t a l 

gross investment i n the p e r i o d 1945-1947* s ince ready use was made o f the 

c a p i t a l which had accumulated d u r i n g the wa r . The years i raaed ia te ly a f t e r 

1947 however, were cha rac te r i zed by a r e d u c t i o n i n t he n a t i o n ' s economic 

a c t i v i t y when these c a p i t a l reserves became exhausted. As a consequence, 

the l e v e l o f i nves tment , wh ich was abnormal ly h i gh i n 1947, g radua l l y , 

d im in i shed i n t he f o l l o w i n g years u n t i l i t reached a va lue o f 34*4 m i l l i o n 

balboas i n 1951j i t was i n t h i s year t h a t a p e r i o d o f economic recovery began. 

I n t he years 1951 t o 1963, development o f the manufac tur ing sec to r 

was s u b j e c t ma in ly t o n a t i o n a l i n f l u e n c e s , ou ts tand ing among which was the 

p o l i c y o f i n c e n t i v e s c a r r i e d ou t by the N a t i o n a l Government. Such measures 

p layed an impor tan t p a r t i n domest ic c a p i t a l b u i l d - u p i n the s e c t o r . 

As shown i n t a b l e 6 , gross investment i n i n d u s t r i a l equipment 

inc reased f rom 5,5 m i l l i o n balboas i n 1951 t o 20 ,8 m i l l i o n i n 1963 - a t o t a l 

i nc rease o f 278,2 per cent — w h i l e t o t a l gross investment went up f rom 

34*4 m i l l i o n t o 107,7 m i l l i o n balboas over the same p e r i o d , w i t h an inc rease 

o f 213 ,1 per c e n t , 

' 5 . C h a r a c t e r i s t i c s o f f o r e i g n t rade w i t h r e l a t i o n t o 
t h e manufac tur ing sec to r 

U n t i l 1950, t he re had been pe r iods of marked f l u c t u a t i o n i n the 

amount o f t he n a t i o n ' s impor t s and expor ts because of e x t e r n a l and i n t e r n a l 

p ressure caused by t he w a r ' s boom-and-slump e f f e c t on i n t e r n a t i o n a l t r a d e . 

The years 1950 and 1951 can b e . s a i d t o represent the beg inn ing o f 

Panama's p e r i o d o f economic recove ry . The years immediate ly preceding 

these had been cha rac te r i zed by poor c o n d i t i o n s as a r e s u l t o f the drop 

i n f o r e i g n demand. Impor ts and e x p o r t s , which had reached e x c e p t i o n a l l y 

h i g h l e v e l s i n 1946 and 1947 due t o t he n o r m a l i z a t i o n o f i n t e r n a t i o n a l sea 

t r a n s p o r t , and t o the accumulated needs o f the n a t i o n d u r i n g the war y e a r s , 

were reduced when the wart ime monetary reserves became exhausted. 
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Table 5 

PANAMA: GROSS VALUE OP INDUSTRIAL PRODUCTION PER INDUSTRY, YEARS I961 AND 1964 

(In thousands of balboas) 

gross value of production 
Industry -jjjgj 1964 

Total 102.2 183.4 

Pood products 4 l . l 58.9 

Beverages 14.2 20.2 

Tobacoo 5,1 7.9 

Footwear and garments 6.9 8.6 

Wood and cork 2.9 2.9 

Furniture end accessories 3 .4 4.2 

Paper and paper products 2.4 6 .3 

Printing and a f f i l i a t e d Industries 4.6 6 . 3 

Leather 0 . 9 1.0 

Bubber 0 .5 0 . 5 

Chemical products 4.2 6 .0 

Non-metal mineral products 8.9 10.4 

Basic-metal products 0 .3 1 . 4 

Metal products, excepting transport machinery 3.6 5*1 

Non-electrical machinery 0 . 3 0 .5 

Electrical machinery 0 .5 0.6 

Transport machinery 1 .2 1*9 

Miscellaneous Industries 1.1 40.5 a / 

a / Includes products derived from petroleum. 
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Table-6 • 

PANAMA: TOTAL GROSS INVESTMENT COMPARED WITH INVESTMENT IN INDUSTRIAL EQUIPMENT, I950-I963 

(In -thousands of balboas at i960 values) 

Year 
Total 
gross 

Investment 

Investment In 
Industrial 
equipment 

Investment In 
industrial 

equipment as 
a percentage 
of total gross 

investment 

1950 41.3 9.2 22.3 

1951 5.5 16.0 

1952 39.3 8.2 20.9 
1953 45.1 6.6 14.6 

1951* 46.4 8.0 17.2 

1955 45.6 7.2 15.8 

1956 54.2 9.3 17.2 

1957 64.0 8.6 13.4 

1958 63.1 9.5 15.I 

1959 64.2 10.8 16.8 
I960 71.1 8 .4 11.3 

1961 87.1 12.1 13.9 

1962 96.3 15.6 16.2 

1963 107.7 20.8 19.3 

Source: Government Department of Stat is t ics and Census. 

/ ( a ) The 



(a ) The nature and development o f impor ts 

The t o t a l amount o f impor ts o f merchandise went up f rom 95.4 m i l l i o n 

balboas i n 1950 t o 1 9 3 . 1 m i l l i o n i n 1963 (see t a b l e s 7 and 8 ) , wh ich g ives 

an i nc rease of 104.4 per cent - an inc rease s i m i l a r t o the one r e g i s t e r e d 

i n the gross n a t i o n a l p roduc t over the same p e r i o d . The inc rease i n 

impor ts was made a t a f a s t e r r a t e than the r a t e o f i nc rease i n the 

p o p u l a t i o n , bu t s lower than the growth o f gross p roduc t i n the manufac tur ing 

s e c t o r , r a t e s which were 46 .2 per cent and 270.0 per cent r e s p e c t i v e l y , 

between the f i r s t and l a s t yea rs of t he p e r i o d 195&-1963. 

Because o f the importance t h a t q u a n t i t i e s o f r e g i s t e r e d impor ts o f 

merchandise had throughout t he pe r i od 1950-1963, and the l a c k o f d e t a i l e d 

i n f o r m a t i o n concern ing impor t s f rom the Panama Canal Zone, t h i s ana l ys i s 

w i l l have t o be l i m i t e d t o impor ts f rom o t h e r c o u n t r i e s , t h a t i s t o say 

t o r e g i s t e r e d impor ts o f merchandise. 

The amount o f r e g i s t e r e d impor ts showed a tendency t o increase i n t h e 

years 1950 t o 1963. Th is was ma in l y due t o the inc rease i n impo r t s o f 

manufactured products wh ich r e g u l a r l y made up 97 per cent o f the t o t a l 

r e g i s t e r e d impor ts f o r each year o f t h i s p e r i o d . I t should be borne i n 

mind t h a t t o g e t h e r w i t h t h i s i n c r e a s e , changes occur red i n the na tu re 

o f such i m p o r t s . 

6 . S jze and c h a r a c t e r i s t i c s o f manufac tu r ing e n t e r p r i s e s 

The 1962 I n d u s t r i a l Census c l a s s i f i e s the s i ze o f i n d u s t r i a l 

e n t e r p r i s e s according t o the number o f persons they employ. 

Table 9 shows the f i g u r e s r e l e v a n t t o the 2,053 r e g i s t e r e d e n t e r p r i s e s . 

I t w i l l be seen t h a t 483 e n t e r p r i s e s , o r 23 .8 per cent o f the t o t a l number 

o f i n d u s t r i a l e n t e r p r i s e s , employ 5 o r more persons. They employed 80.6 per 

cent o f the t o t a l number o f persons employed i n the manufac tur ing s e c t o r , 

and accounted f o r 95 per cent o f the va lue o f i n d u s t r i a l p r o d u c t i o n . The 

t a b l e a l s o shows t h a t s m a l l - s c a l e i n d u s t r i e s or e n t e r p r i s e s employing l e s s t h a n 

5 persons, made up 76 .2 per cent o f the t o t a l number o f e n t e r p r i s e s , p r o v i d i n g 

work f o r o n l y 1 9 . 4 per cent o f the t o t a l employed i n the s e c t o r account ing f o r 

5 . 0 per cent o f t he s e c t o r ' s va lue o f p r o d u c t i o n . I n genera l terms i t can be 

s a i d t h a t Panamanian i n d u s t r y shows a marked c o n t r a s t between the two types o f 

e n t e r p r i s e . The f i r s t i s made up o f p l a n t s o p e r a t i n g on a r e l a t i v e l y l a r g e r 

s c a l e , arvi"with~modern~ahcl e f f i c i e n t equipment, w h i l e the second type- cons i s t s 

o f an ex t remely h igh number o f smal l es tab l i shments i n wh ich a r t i s a n p r o d u c t i o n 

predominates. /(_ . , „ 
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Table 7 

PANAMAS MPOiffS OP MERCHANDISE 

(In thousands of balboas at i960 values) 

Type of merchandise 1963 1962 1961 i960. 1955 1950 

Total Imports of merchandise 193 138 182 91+9 145 572 127 258 107 308 95 450 

Registered c . l . f . Imports 187 797 177 1**5 139 778 121 421 96 93O 34 4oi 

Registered Imports by 
'warehouses 902 1 223 1 437 • . » • * • 

Imports of ships and aircraft 153 9 247 398 • 0 25 

Hired machinery -28 -23 -145 -6 vl,
 

CD
 

0 

Merohandlse consigned to foreign 
Transport and Communications 
agenoies -1 539 -2 l60 2 241 -2 378 • • • • • • 

Merchandise consigned to the 
Diplomatic and Consular Corps -173 -ISO -99 -33 -1 543 -1 321 

Imports of water from the 
Panama Canal Zone 1 075 329 626 904 -57 -146 

Purchases In the Canal Zone by 
Panamanian residents 5 300 «f 925 4 417 4 483 631 562 

Illegal purchases in the Canal 
Zone by Panamanian residents, 
contraband 973 984 992 1 000 10 984 11 333 

Contraband: Imports of non-
registered merchandise 725 667 774 752 • • 0 • • • 

Gold ooln 2 / merohandlse consigned 
to foreign Transport and 
Communications agenoies 305 389 • • • • • • 9* • • • • 

a/ As from I962 this merohandlse vas excluded from foreign-trade registers. 
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Table 8 

PANAMA.: AMOUNT OP REGISTERED C.I.P. IMPORTS, CLASSIFIED INTO INDUSTRIAL SECTORS 

( in thousands of balboas at i960 values) 

Industrial oategory 19^3 19& 1957 

Total 187 797 1,21 421 116 699 

Agriculture, livestock, forestry and fishing 6 634 3 627 2 639 

Mining and quarrying 269 3°1 217 

Crude petroleum 32 966 0 0 

Manufacture of food products, excluding beverages 12 839 12 666 15 281 

Beverages 952 2 040 2 606 

Tobacco 1 037 2 235 2 010 

Textile manufacture 9 945 8 6 l4 4 459 

Manufacture of footwear and gannents 10 821 7 978 9 ° °8 

Wood Industry, excluding furniture 712 573 858 

Manufacture of furniture and accessories 782 79° 992 

Manufacture of paper and paper products 13 333 4 428 2 920 

Printing and affiliated Industries 1 492 1 382 1 061 

leather Industry, excluding footwear 656 54l 655 

Manufacture of rubber products 2 9IO 2 442 2 222 

Manufacture of chemicals and chemical products 22 438 14 528 13 402 

Manufacture of products derived from coal and 
petroleum 4 911 11 442 9 576 

Manufacture of non-metal mineral products 3 218 2 800 2 234 

Basic-metal industries 5 237 4 781 2 932 

Manufacture of metal products, excluding 
transport machinery 9 719 6 883 4 168 

Machinery construction, excluding e lec tr ica l 
machinery 13 498 7 058 12 31fi 

Construction of transport material 12 744 1 2 256 6 771 
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Table 9 

PANAMA; NUMBER OF INDUSTRIAL ENTERPRISES, SHOWING PERSONS IMPL0Y2D AND 
VALUE OF PRODUCTION ACCORDING TO SIZE OF ESTABLISHMENT - 1961 

S i ze o f i n d u s t r i a l i n d u s t r i a l Persons Value o f 
• es tab l i shmen t e n t e r p r i s e s employed p r o d u c t i o n 

(number o f persons 
employed) 

N a t i o n s t o t a l 

1 - 4 

5 - 9 

10 and over 

Number P e r -
c e n t -

a g e -

Number 
P e r -
c e n t -

1L age 
B&lbo&s 

P e r -
c e n t -

__age 

Z. 033 ¿00,0 15 030 3,00,0 107 55A 687 10G f i0 

1 550 76 .2 2 912 1 9 . 4 5 319 787 5.C 

191 9 . 4 1 284 8 .5 7 321 200 6 . 8 

292 1 4 . 4 10 834 7 2 . 1 94 913 700 88.2 

F u r t h e r d e t a i l s o f employment i n the main i n d u s t r i a l sec to rs can be 

found i n t a b l e 10» 

I t can be seen t h a t t he average number o f persons pe r e n t e r p r i s e i n 

i n d u s t r y as a whole i s on l y 7 , whereas the average f i g u r e f o r medium and 

l a r g e - s c a l e i n d u s t r i e s i s 25» T h i s r e f l e c t s t he enormous i n f l u e n c e t h a t 

s m a l l - s c a l e p r o d u c t i o n has on employment s t a t i s t i c s . 

The i n d u s t r i e s w i t h t he l owes t f i g u r e s are r u b b e r , and foo twear and 

garments, wh ich employ an average o f 3 and 4 persons per e n t e r p r i s e . The 

e x c l u s i o n o f s m a l l - s c a l e food i n d u s t r i e s and o f s m a l l - s c a l e foo twear and 

garments i n d u s t r i e s f rom the s a t t i s t i c s g i v e n would be s u f f i c i e n t t o i nc rease 

the average number o f persons employed i n these i n d u s t r i e s t o 25 and 27 

r e s p e c t i v e l y , and would inc rease the average o f i n d u s t r y as a whole t o 

12 persons per e n t e r p r i s e . 

/Table 15 
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Table 10 . 

PANAMA» AVERAGE NUMBER OP PERSONS EMPLOYED PER ENTERPRISE, ACCORDING TO INDUSTRIES, l?6l 

Number Persons Number of 
Industries of employed persons per 

enterprises enterprise 

Total 2 033 15,030 t 

Food products 556 4 520 8 

Beverages 24 1 032 43 

Tobacco 3 218 73 

Footwear and garments 566 2 480 4 

Saw-mills and wood products 52 788 15 

Furniture and accessories 170 355 6 

Paper and paper products 11 238 22 

Printing and a f f i l i a t e d Industries 57 1 014 18 

Leather 46 257 6 

Rubber 18 55 3 

Chemical products 31 432 14 

Non-metal mineral products 59 1 197 2 0 

Basic-metal products 5 73 15 

Metal produots, exoepting 
transport machinery 82 562 7 

Non-eleotrloal maohinery 22 87 4 

Eleotrloal machinery 11 92 8 

Transport machinery 28 408 15 

Miscellaneous industries 10 114 11 

Source: Based on figures issued >7 the Government Department of Statistics and Census« 

/7. Employment 
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.?• Employment i n i n d u s t r y 

I n the f i r s t , pa r t , o f t h i s r e p o r t , the t o t a l f i g u r e s o f employment 

f o r the whole of the manufactur ing sec to r were g i ven . I n s h o r t , the 

I n d u s t r i a l Census o f 1962 gave the. number of persons employed i n sma l l , 

medium* and l a r g e - s c a l e i n d u s t r i e s as 15,030, wh i l e the I960 employment 

s t a t i s t i c s accounted f o r 22,079 persons being employed i n the manufactur ing 

s e c t o r . This means, t h a t , o f the t o t a l number o f persons employed in., 

i n d u s t r y , a r tesan i n d u s t r i e s employed approx imate ly 7*000 persons, o r 

about 32 per cen t . 

I t was a lso s ta ted t h a t the s e t t i n g up o f new i n d u s t r i e s f rom I960 

onwards helped t o increase employment i n i n d u s t r y , and t h a t i n 1964 the 

sec to r employed some 32,000 persons. The 1964 I n d u s t r i a l Survey, which 

d e a l t w i t h establ ishments employing 5 o r more persons, gave the number o f 

persons employed i n such i n d u s t r i e s as 13»893> which represents an increase 

o f o n l y 2,159. persons oyer the 1961 f i g u r e . I n o the r words, more than 

8C per cent o f the increase i n i n d u s t r i a l employment was accounted f o r 

i n i n d u s t r i e s o f the ar tesan t y p e . 

Table U shows, f i r s t of a l i , the number o f persons employed i n the 

i n d u s t r i a l sec tor d i v i d e d i n t o d i f f e r e n t i n d u s t r i e s . Once again , the 

pronounced concen t ra t i on o f i n d u s t r y on the manufacture o f food p roduc ts , 

footwear and garments, and beverages i s made e v i d e n t . These t h ree , 

i n d u s t r i e s employed more than h a l f the t o t a l number o f persons employed 

i n the s e c t o r . A comparison between the f i g u r e s f o r employment and 

those f o r the value of p roduc t i on w i l l show the marked d i f f e r e n c e s i n 

productivity which e x i s t among the coun t r y ' s i n d u s t r i e s . The h ighest 

values o f p roduc t i on per person were r e g i s t e r e d i n miscel laneous i n d u s t r i e s 

which inc lude petro leum, fo l l owed by tobacco, beverageSj, bas ic me ta l s , 

paper p roduc ts , and food p roduc ts . The d i f f e r e n c e s i n value o f p roduc t ion 

per person are ma in ly due t o the s i ze o f the respec t i ve e n t e r p r i s e s , and t o 

the d i f f e r e n t degrees o f mechanizat ion achieved i n each i n d u s t r y . 

/Table 15 
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Table 11 

PANAMA Î PRODUCTIVITY AND REMUNERATIONS OP PERSONS EMPLOYED IN INDUSTRY, 1964 

Industries 

Number of 
persons 
employed 

V 

Value of 
production 
(thousands 
of bal boas) 

Total 
remuneration 

(thousands 
of balboas) 

Value of 
production 
per person 
(balboas) 

Average 
remuneration 
per person 
(balboas) 

Total 183 n 6 24 493 13 11,4 1 .252 

Food products 4 024 58 930 6 281 14 644 1 561 

Beverages 1 1?0 20 221 2 415 16 992 2 029 

Tobacco 21? 7 920 569 36 498 2 622 
Footwear and garments 1 ?8l 8 ¿21 2 433 4 352 1 228 
Wood and cork 674 2 926 745 4 341 1 105 

Furniture and accessories 590 4 223 918 7 1 5 8 1 556 

Paper and paper products 398 . 6 343 773 15 937 1 942 

Printing and a f f i l i a t e d 
industries 1 O33 6 306 2 258 6 105 2 186 

Leather 223 966 281 4 332 1 260 

Rubber 35 484 72 13 829 2 057 
Chemical products 6l8 5 982 1 168 9 680 1 890 
Non-metal minerals products 1 267 10 423 2 394 8 227 1 889 

Basic-metal products 87 1 414 139 16 253 1 598 

Metal produots, excluding 
transport machinery 560 5 097 996 9 102 1 779 

Non-electrical machinery 96 503 212 5 239 2 » 8 

Electrical machinery 66 646 148 9 788 2 242 

Transport machinery 445 1 873 708 4 209 1591 
Miscellaneous industries 479 4o 498 1 983 84 547 4 l4o 

a/ Refers to adnlnistrative personnel, technicians, clerks, machinists and workers under 
employment at the end of the months of February, May, August, and November, 

/The f i g u r e s 
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The f i g u r e s g i v i n g average remunerat ion per person, a l so i n Table 11, 

show g r e a t e r . u n i f o r m i t y among i n d u s t r i e s ; n e v e r t h e l e s s , the d i f f e r e n c e s are 

s t i l l cons iderab le between misce l laneous i n d u s t r i e s and tobacco^ on the 

one hand, and footwear and garments, l e a t h e r , and wood and co rk , on the 

o t h e r . 

I f remunera t ion and p r o d u c t i v i t y per person are compared i n each 

i n d u s t r y , i t w i l l be seen t h a t a r e l a t i o n , a l though no t a constant one, does 

e x i s t among them. For example, t he i n d u s t r i e s w i t h the h ighes t p r o d u c t i v i t y , 

which are misce l laneous i n d u s t r i e s , and tobacco , a l so have the h ighes t . 

average remunerat ion per person. However, i n d u s t r i e s w i t h a low p r o d u c t i v i t y , 

such as p r i n t i n g , and n o n - e l e c t r i c a l machinery, have an average remunerat ion 

approaching t h a t o f i n d u s t r i e s w i t h t he h ighes t p r o d u c t i v i t y r a t e s . 

Another aspect o f unquest ionable importance i n i n d u s t r i a l employment 

concerns t he q u a l i f i c a t i o n s o f t he persons employed. I t i s , i n f a c t , an 

aspect o f p r o d u c t i o n wh ich has a d e t e r m i n i n g • i n f l u e n c e i n the rhythm of 

i n d u s t r i a l g rowth . 

I n s p i t e o f t he importance o f the problem, no complete s t a t i s t i c a l 

i n f o r m a t i o n i s a v a i l a b l e wh ich can g i v e d e t a i l s o f the t r a i n i n g and 

q u a l i f i c a t i o n s o f workers employed i n i n d u s t r y . 

Table 12 g ives o n l y some i n f o r m a t i o n on the s u b j e c t : the c l a s s i f i c a t i o n 

o f persons employed i n i n d u s t r y as a whole, f o r t he year I 9 6 0 , The t a b l e 

shows t h a t a mere 2 per cent o f the t o t a l number o f employed persons was 

i n the ca tegory o f " p r o f e s s i o n a l l y q u a l i f i e d " o r " t e c h n i c i a n " . The t o t a l 

number o f such persons - 424 - was even sma l le r t han the number o f i n d u s t r i a l 

es tab l i shments i n t h a t y e a r , g i v i n g an average o f l e s s than one p r o f e s s i o n a l 

o r t e c h n i c i a n per es tab l i shmen t . 

I t would have been i n t e r e s t i n g t o go i n t o g r e a t e r d e t a i l w i t h t h i s 

c l a s s i f i c a t i o n , t o make an a n a l y s i s o f d i f f e r e n t types o f j ob i n each 

i n d u s t r y ; u n f o r t u n a t e l y , t h e r e are no s t a t i s t i c s w i t h such i n f o r m a t i o n . 

However, t h i s i s mere ly p a r t o f the problem which i n v o l v e s the need t o t r a i n 

labour i n o rde r t o p r o p e r l y s a t i s f y the growing demand r e q u i r e d by an 

e f f i c i e n t i n d u s t r i a l i z a t i o n . I n v iew o f the s i t u a t i o n , the N a t i o n a l Government 

has under taken a v igorous , programme o f labour t r a i n i n g , w i t h t he a c t i v e 

p a r t i c i p a t i o n o f r e p r e s e n t a t i v e s o f p r i v a t e e n t r e p r e n e u r i a l assoc ia t i ons and 

o f workers* u n i o n s . 

/Table 12 
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Table 12 

PANAMA: CLASSIFICATION OP PERSONNEL EMPLOYED IN THE MANUFACTURING INDUSTRY, i960 

Number of 
persons 

Total Î I M 

424 
Professionally qualif ied personnel, teohnleians, 

and persons in similar categories 

Managers, administrators, and personnel In 

executive categories 714 

Clerks, and personnel In a similar category 1 257 

Salesmen, and personnel in a similar category 

Farmers, cattlemen, fishermen, hunters, tlmbermen, 
and personnel In similar categories 

408 

38I 

Transport drivers, and personnel in a similar o&tegory 735 

Artisans and persons employed in connexion with spinning, 
the manufacture of footwear and garments, Carpentry, the 
building Industry, mechanics, and graphic arts 

Other artisans and workers 5 °74 

Workmen and labourers unskilled In other categories 2 9 l 

Workers in personal services, and personnel in a similar category 311 

Other workers, not speoifled in other categories 2 3° 

Source8 Department of Stat i s t i cs and Census, i960 National Census. Volume V. Economic 
Characteristics. 

/ e . L o c a t i o n 



« 23 -

8 . L o c a t i o n of i n d u s t r y 

The geograph ica l c o n c e n t r a t i o n o f t h e manufac tur ing i n d u s t r y i s 

c h a r a c t e r i s t i c o f Panama's i n d u s t r i a l development, as can be seen i n 

t a b l e 13. 

Approx imate ly 54 per cen t o f the c o u n t r y ' s i n d u s t r i e s i n 1961 were 

l o c a t e d i n t he M e t r o p o l i t a n Reg ion . - ^ The i n d u s t r i e s i n t h i s r e g i o n 

employed 75 .5 per cent o f the personnel , and produced 75.8 per cent of 

the gross va lue o f p r o d u c t i o n o f the manufactur ing i n d u s t r y . 

Among t h e many f a c t o r s wh ich have accounted f o r the l o c a t i o n o f 

i n d u s t r i e s , and wh ich have s t imu la ted t h e i r development i n t h i s r e g i o n , 

the most impo r t an t are undoubtedly the c o n c e n t r a t i o n o f a g rea t p a r t o f 

the purchas ing power o f t he p o p u l a t i o n , and the presence o f a good t r a n s p o r t 

and communications system w i t h t he main sources o f i m p o r t s , wh ich make the 

supp ly o f impor ted raw m a t e r i a l s and i n te rmed ia te products e a s i e r . Other 

f a c t o r s are the a v a i l a b i l i t y o f e l e c t r i c power and w a t e r , and the e a s i e r 

access t o and con tac t w i t h o f f i c i a l i n s t i t u t i o n s and banks. 

A more d e t a i l e d examinat ion o f the geog raph i ca l d i s t r i b u t i o n o f 

manu fac tu r ing , concerning t h e type o f i n d u s t r y c a r r i e d out i n c e r t a i n 

Prov inces (see t a b l e 1 4 ) , shows t h a t the m a j o r i t y o f e n t e r p r i s e s l o c a t e d 

outsi.de t h e M e t r o p o l i t a n Region are those which manufacture food p roduc ts , . 

f .oott/?ar and garments, those concerned w i t h the produce o f say.'ui.lls;, 

t a n n e r i e s , s u g a r - m i l l s , c o r n - m i l l s , m i l k - p r o c e s s i n g and p roduc t i on p l a n t s , 

and t h e manufacture o f a r t i c l e s f rom t e x t i l e products and l e a t n e r , a l l 

a c t i v i t i e s where the p r i n c i p a l f a c t o r f o r t h e i r l o c a t i o n i s the p r o x i m i t y 

o f raw m a t e r i a l s . 

I t i s d i f f i c u l t t o fo resee the l i n e s t h a t l o c a t i o n o f i n d u s t r i a l 

p r o d u c t i o n w i l l t a k e i n the immediate f u t u r e ; however, some f a c t o r s appear 

t o suggest t h a t a c e r t a i n d e c e n t r a l i z a t i o n w i l l take p l a c e . Indeed, the 

p rog ress i ve improvement o f t he t r a n s p o r t system, the c a r r y i n g ou t o f 

e l e c t r i f i c a t i o n p r o j e c t s i n t he c e n t r a l r e g i o n o f t he coun t r y , the r u r a l 

development programme, and the es tab l i shment o f i n d u s t r i a l b e l t s i n 

s t r a t e g i c a l l y s e l e c t e d areas, w i l l i n f l u e n c e t h e s e t t i n g up o f some types 

o f manufac tur ing p l a n t s i n Prov inces wh ich b a r e l y f o rm a p a r t o f t he c o u n t r y ' 

p resent i n d u s t r i a l zone. 

6 / As exp la ined i n p rev ious chap te rs , t h e M e t r o p o l i t a n Region comprises 
the m a j o r i t y o f the d i s t r i c t s o f the Prov inces o f Panam! and Col<5n. 
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Table 13 

PANAMA« NUMBER OP ESTABLISHMENTS IN THE MANUFACTURING INDUSTRY, NUMBER OF PERSONS 
EMPLOYED, AND VALUE OF PRODUCTION, ACCORDING TO PROVINCES, I96I 

Province 

Establishments Persons employed Value of production 
in 1961 

Province 
Number Per-

centage Number Per-
centage 

Balboas Per-
centage 

Nation's total 2 033 100.0 15 030 100.0 107 554 687 100.0 

Boeaa del Toro 17 0.8 47 0.3 123 575 0.1 

CoolS 104 5.1 1 162 7.7 12 130 614 11.3 

Colân 173 8.5 815 5.5 6 160 863 5.7 

Chiriqui 333 19.3 1 510 10,0 7 275 303 6.8 

Barlén l é 0.8 213 1.4 841 438 0.8 

Herrera 150 7 .4 731 4.9 2 861 636 2.7 

Los Santos 108 5.3 308 2.0 1 016 927 0.9 

Pnnnrr.4 535 46.0 9 916 66.0 75 353 393 7 o . i 

Veraguas 137 6.8 328 2.2 1 790 938 1.6 

Source: Department of Statistics and Census. 
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PANAMAS GEOGRAPHICAL DISTRIBUTION OP INDUSTRIES, I96I 

Industries 
Booas 
doi 

Toro 
û;Ki 14 Colin CUiriqui Darién Herrera Los 

Santos .Panam£ Véraguas Total 
Per-
cent-
age 

Pood products 8 46 23 121 8 68 58 • 138 84 544 27.3 
Beverages 2 4 3 1 14 1 25 1.2 
Tobaooo 2 3 5 0.2 
Textiles 1 1 1 3 0 .1 
Footwear and garments 7 28 48 147 19 13 288 16 566 27.8 
Saw-mills and wood produots 2 2 10 8 4 : 11 11 4 52 2.6 
Pumiture and accessories 4 23 28 7 3 100 5 , 170 8 .4 
Paper and paper produots 11 11 0.5 
Printing and a f f i l i a t e d industries 1 11 7 5 2 • 1 38 ; 2 57 2.8 
Leather 7 13 6 5 11 4 : 46 2.3 
Rubber 2 2 1 12 1 18 0 .9 
Chemical produots 5 3 1 22 31 1.5 « 
Non-metal mineral produots, excluding 

derivatives of petroleum and ooal 6 4 7 8 2 27 5 59 
fo 

2.9 ^ 
0.2 1 Baslo-metal produots 1 5 6 

fo 
2.9 ^ 
0.2 1 

Metal produots, excluding transport 
machine ly 4 11 7 5 3 46 6 82 4.0 

Non-electrical machine jy 3 2 1 15 21 1.1 
Electrical machinery 2 18 16 6 2 72 1 117 - 5.9 
Transport machinery 2 20 13 11 5 70 2 129 6.3 
Miscellaneous industries 1 1 7 7 5 3 51 6 81 4 .0 

Total ¿2 104 122 m 16 m 108 935 122 2 100.0 

Percentage 0.8 5.1 8 .5 19.3 0.8 7.4 5.3 46.0 6.8 100.0 

Sourcet Rased on figures of the Department of Statistics and Census. 



I I I . DEVELOPMENT PROJECTS AND PB0GR4MMES 

1« I n d u s t r i a l programming 

The economic p o l i c y o f the Republ ic o f Panama has been i n f l uenced 

by h i s t o r i c a l events which have made the country i n t o a centre f o r the 

supply o f i t s p roduc t i ve se rv i ces t o more h i g h l y developed en te rp r i ses» 

Since the end o f Wor ld War I I , however, t h e need arose t o develop o ther 

sec to rs o f the economy, and i n view o f t h i s a se r i es o f l e g i s l a t i v e 

measures was in t roduced t o promote organized economic growth . I n s p i t e 

o f such measures, n a t i o n a l economic p o l i c y i s based on aims which are 

c h a r a c t e r i s t i c o f a count ry devoted t o the c o l l e c t i o n o f revenue obta ined 

commercia l ly f rom impor ta t i on .and r e - e x p o r t a t i o n , s e r v i c e s , and t a x a t i o n 

which adverse ly a f f e c t s consumption. 

The n a t i o n ' s economic p o l i c y should be designed so as t o take f u l l 

advantage of i t s resources. I t s geographica l p o s i t i o n i s the most impor tan t 

resource , bu t one which has not been e f f i c i e n t l y e x p l o i t e d . This does 

no t mean t h a t sectors l i k e a g r i c u l t u r e and i n d u s t r y are t o be neg lec ted , 

on the c o n t r a r y , the development o f Panama should be based on the optimum 

combinat ion o f resources. 

I n the 40 ' s Law No. 77 o f 1941 was pub l ished, wh ich created the 

A g r i c u l t u r a l and I n d u s t r i a l Bank o f Panama, w i t h the aim o f "promot ing 

the development o f a g r i c u l t u r e , l i v e s t o c k , p o u l t r y , a p i c u l t u r e , and o the r 

sma l l - sca le i n d u s t r i e s " . Th i s bank became concerned almost e x c l u s i v e l y 

w i t h a g r i c u l t u r a l development, and p layed no major p a r t i n s e t t i n g up o r 

f i n a n c i n g manufactur ing e n t e r p r i s e s . 

Because o f the coun t r y ' s economic setback r e s u l t i n g f rom the reduc t i on 

o f opera t ions i n the Canal Zone, the Government r e a l i z e d the need t o promote 

the i n d u s t r i a l development o f the coun t r y . I t was no longer poss ib le t o 

t h i n k i n terms o f a free—exchange economy, and the need was seen t o p r o t e c t 

the c o u n t r y ' s budding manufactur ing i n d u s t r i e s . 

The l e g i s l a t i v e ins t rument which was t o put t h i s new l i n e o f economic 

thought i n t o ope ra t i on was Decree/ law No. 12 o f 1950, which s t imu la ted 

c a p i t a l investment i n the e x p l o i t a t i o n o f n a t u r a l resources and i n the 

s e t t i n g up o f i n d u s t r i e s concerned w i t h a g r i c u l t u r e and l i v e s t o c k , and 

c e r t a i n o ther i n d u s t r i e s o f b e n e f i t t o the economy. 
/The main 
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The main t a x i n c e n t i v e s granted under Decree/Law No. .12-were : 

(a ) exemption f rom i m p o r t du ty on machinery, equipment, 

spare p a r t s , f u e l s , and raw m a t e r i a l s ; . 

(b) exempt ion f rom e x p o r t a t i o n taxes; 

( c ) t a r i f f p r o t e c t i o n f o r compet i t i ve p roduc ts ; 

(d ) t h e s t a b i l i z a t i o n o f income tax . f o r the d u r a t i o n o f 

the c o n t r a c t , and 

(e ) exemption f rom taxes on i n s t a l l a t i o n , p roduc t i on , o r s a l e s . 

The concessions were g ran ted f o r a maximum p e r i o d o f 5 y e a r s . 

Th is i n i t i a l e f f o r t a t promot ing i n d u s t r i a l development had se r i ous 

shor tcomings; concessions were gran ted haphazard ly . However, once one 

e n t e r p r i s e had been g ran ted concessions, these were a l s o granted t o any 

o t h e r e n t e r p r i s e i n the same b ranch ,o f i n d u s t r y which had s i m i l a r 

c o n d i t i o n s and would assume the same, o b l i g a t i o n s . Accord ing t o the con t rac t s 

e n t e r p r i s e s had t o s e l l t h e i r products i n t he coun t r y a t p r i c e s wh ich d i d 

no t exceed those agreed upon w i t h o f f i c i a l o r g a n i z a t i o n s , t o employ 

p r e f e r a b l y Panamanian l a b o u r , and t o g i ve .p re fe rence t o the use o f n a t i o n a l 

raw m a t e r i a l . 

Decree/Law No, 12 was i n f o r c e u n t i l Februa iy 1957* by wh ich t ime 

c o n t r a c t s had been g ran ted f o r t he s e t t i n g up o f e n t e r p r i s e s i n 68 cases, 

o f which 38 rece i ved t a r i f f p r o t e c t i o n . 

I n 1957 Decree/Law No. 25 was pub l i shed . Th is Decree con ta ins 

b a s i c a l l y the same i n c e n t i v e s as d i d i t s predecessor , w i t h the d i f f e r e n c e 

t h a t the p e r i o d o f v a l i d i t y o f concessions i s reduced t o 15 yea rs , and income 

t a x concessions are w i thdrawn, except i n the case o f t a x on income a r i s i n g 

f rom expor ts as l ong as n a t u r a l resources are not be ing expor ted . 

Decree/Law No. 25 guarantees the r i g h t o f any e n t e r p r i s e w i t h equal c o n d i t i o n s 

t o o b t a i n t he same t a x concessions granted t o one e n t e r p r i s e . Th is c lause 

has been l e g a l l y i n t e r p r e t e d as meaning t h a t s t a b i l i z a t i o n o f income t a x 

g ran ted under Decree/Law No. 12 o f 1950 must be gran ted t o any e n t e r p r i s e 

i n s i m i l a r c o n d i t i o n s f o r a p e r i o d equa l t o t he l e n g t h o f t ime remain ing 

i n a c o n t r a c t a l ready i n f o r c e . I n t h i s way, many e n t e r p r i s e s have o b t a i n e d 

s t a b i l i z a t i o n o f income t a x f o r pe r i ods o f more t han 15 years s ince 1957. 

/ A l t h o u g h Decree/Law 
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Al though Decree/Law No. 25 does l a y dovm c e r t a i n norms f o r s e l e c t i o n , 

they are v e r y wide i n scope and have no t been g i ven f o r c e o f l aw , w i t h 

t he r e s u l t t h a t t h e Execut ive s t i l l has ample power t o d i s c r i m i n a t e and 

has no d e f i n i t e p a t t e r n t o f o l l o w i n g r a n t i n g t a x b e n e f i t s . Consequent ly , 

t he re i s no process o f e v a l u a t i o n , and the amb igu i t y o f c r i t e r i a does 

no t l e n d i t s e l f t o an e f f i c i e n t s e l e c t i o n system. 

Such a s i t u a t i o n p e r m i t t e d a number o f p r e v i o u s l y - e s t a b l i s h e d 

e n t e r p r i s e s t o r e s o r t t o the concessions conta ined i n t h i s Law. I t i s 

obv ious t h a t i f these e n t e r p r i s e s had been p r o f i t a b l y operated i n t he 

p a s t , t h e y would no t have had t o seek government t a x b e n e f i t s t o con t inue 

i n o p e r a t i o n . 

The number o f weak p o i n t s i n Decree/Law No. 25 o f 1957 has g i v e n 

r i s e t o the need f o r r e f o r m , and f o r t h i s purpose t h e government has 

ob ta ined Un i ted Nat ions he lp i n drawing up a law t o e l i m i n a t e t he p r i n c i p a l 

shortcomings o f t h i s Decree/Law and t o f o r g e i t i n t o an e f f e c t i v e 

i ns t rumen t f o r the p romot ion o f i n d u s t r i a l development. However, t h e r e 

are se r i ous d i f f e r e n c e s o f o p i n i o n w i t h rega rd t o the r o l e t h a t t a x 

i n c e n t i v e s must p lay i n the process o f development. 

Doctor S o l L . Descar tes , a Uni ted Nat ions exper t who s t u d i e d the 

s i t u a t i o n i n Panama, r e f e r r i n g t o the n a t i o n ' s economic developaent s a i d : 

" I t was a l s o agreed t h a t i n t h i s vas t and balanced economic development 

programme, t a x i n c e n t i v e s cou ld p l a y an impor tan t p a r t ; bu t i t was 

recognized t h a t i t would be a secondary r o l e , a l t hough an impo r tan t one 

w i t h i n i t s f i e l d . I t was a l s o recogn ized t h a t one o f i t s c h i e f m e r i t s 

would be t o s t a r t the n a t i o n o f f on t h e pa th o f economic development and 

o f i n d u s t r i a l expansion, p a r t i c u l a r l y i n the p r i v a t e s e c t o r . Tax i n c e n t i v e s 

had t h e i r l i m i t a t i o n s b u t were considered necessary and u s e f u l i n the hard 

t a s k o f ach iev ing economic g rowth wh ich i s se t ou t i n t h e programme o f 

economic and s o c i a l development" . 

Doctor Descar tes i s no t t h e on l y expe r t who has expressed h i s doubts 

concern ing t he importance o f t a x i n c e n t i v e s . I n the F i s c a l Survey o f 

Panama, prepared by the F i s c a l M i s s i o n t o Panama o f the OAS/lDB J o i n t 

Tax Programme the f o l l o w i n g statement -can be found $ "A l though the 

2 / F i s c a l Survey o f Panama, page 224. 

/ g r a n t i n g o f 
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g r a n t i n g o f t a x i n c e n t i v e s t o s t i m u l a t e development ( p a r t i c u l a r l y i n d u s t r i a l 

expansion) i s widespread i n under-developed c o u n t r i e s , such concessions are 

looked upon w i t h l i t t l e enthusiasm by many p r o f e s s i o n a l e x p e r t s . To b e g i n 

w i t h , t he e f f e c t i v e n e s s o f t a x i n c e n t i v e s i s q u e s t i o n a b l e . There can be 

no doubt t h a t inves tment i s i n f l u e n c e d by m u l t i p l e f a c t o r s , such as t he 

importance o f the market and t h e cost and a v a i l a b i l i t y o f l a b o u r i n 

g e n e r a l . Among the f a c t o r s which encourage inves tment , t a x concessions 

are considered t o be o f ma rg ina l impor tance, and cannot take the p lace 

o f w e l l - p l a n n e d promot ion programmes, the a v a i l a b i l i t y o f cheap c a p i t a l , 

and t h e development o f economic i n f r a s t r u c t u r e i n t h e fonn o f roads , water 

and power s u p p l i e s , and labour t r a i n i n g . Cons ider ing t h e s e , and o the r 

requi rements f o r development, a l l t h a t can be sa id i n f avou r o f t a x 

concessions i s t h a t t hey can express a government1s d e t e r m i n a t i o n t o 

promote and s t i m u l a t e p r i v a t e e n t e r p r i s e , and can be used t o overcome 

c e r t a i n obs tac les t o i nves tmen t . To a c e r t a i n e x t e n t , t a x concessions 

a l s o possess p s y c h o l o g i c a l a t t r a c t i o n f o r businessmen beyond t h e i r , r e a l 

v a l u e " . 

Apar t f rom the reform o f Law No, 25 o f 1957* the government has 

planned few changes i n i t s i n d u s t r i a l development p o l i c y . I n d u s t r i a l 

loans have been stepped up th rough an JDB l o a n t o the N a t i o n a l Bank; . 

se rv i ces t o e n t e r p r i s e s have been improved i n the f i e l d s o f l a b o u r , 

t r a i n i n g and i n d u s t r i a l r e l a t i o n s , and investments i n i n d u s t r i a l 

parks are p lanned. However, these i n d i v i d u a l measures are not p a r t o f 

an i n t e g r a l p l a n f o r i n d u s t r i a l development. The Government Department 

o f Programming, conscious o f the extreme importance o f an I n d u s t r i a l 

Development p l a n as an urgent requi rement f o r t h e n a t i o n ' s economic 

development, has dec ided t o b e g i n p repar ing an I n d u s t r i e s P lan wh ich 

would cover every s i n g l e need o f the i n d u s t r i a l s e c t o r and would be w i t h i n 

t he l i m i t a t i o n s imposed on t h e Government by the na tu re o f Panama's economy, 

a r a t i o n a l v e h i c l e f o r t he promot ion o f t he i n d u s t r i a l s e c t o r . 

/ 2 . Organ iza t i on 
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2 . O rgan i za t i on w i t h execu t i ve r e s p o n s i b i l i t y i n 
i n d u s t r i a l development 

The Panamanian Government has f o l l owed a p o l i c y o f l i t t l e d i r e c t 

i n t e r v e n t i o n w i t h i n d u s t r i a l development. However, the government i s 

w e l l aware o f t he need t o p rov ide a b a s i c s t r u c t u r e o f development i n 

o rde r t h a t p r i v a t e e n t e r p r i s e may operate e f f i c i e n t l y and a l s o recognizes 

t h a t p r i v a t e e n t e r p r i s e needs a number o f se rv i ces t h a t t he Government 

can g i v e . The government has t h e r e f o r e made use o f the N a t i o n a l Economy 

C o u n c i l , t he N a t i o n a l Department o f I n d u s t r y , and t h e Centre f o r I n d u s t r i a l 

Development and P r o d u c t i v i t y o f the M i n i s t r y o f A g r i c u l t u r e , Commerce, and 

I n d u s t r y as v e h i c l e s f o r supp l y i ng the s e r v i c e s r e q u i r e d by the p r i v a t e 

s e c t o r . 

(a) The N a t i o n a l Econqmy C o u n c i l 

The Counc i l i s the government o r g a n i z a t i o n i n charge o f s t udy ing o r 

i n v e s t i g a t i n g every aspect o f any genera l o r p a r t i c u l a r problem wh ich 

a f f e c t s o r wh ich may a f f e c t the n a t i o n ' s economy, w i t h a v iew t o adv i s i ng 

the Execu t i ve and L e g i s l a t i v e Body on the s i t u a t i o n and development o f the 

N a t i o n a l Economy. 

The Counc i l i s made up o f f i v e p r i n c i p a l members w i t h t h e i r 

r e s p e c t i v e s u b s t i t u t e s , and a General Sec re ta ry who a t t ends Counc i l 

meet ings w i t h o n l y speaker ' s r i g h t s . 

The members are nominated by the Execu t i ve f o r a p e r i o d o f 2 yea rs , 

and must be persons, w i t h knowledge and exper ience i n a g r i c u l t u r e , commerce, 

i n d u s t r y and f i n a n c e . 

One o f t he more i m p o r t a n t s p e c i f i c f u n c t i o n s o f t h e Economy Counc i l 

i s t o approve the tax -exempt ion con t rac t s o f companies app l y i ng f o r 

concessions under Law No. 25 o f 1957. I n such cases the Counc i l consu l t s 

the I n d u s t r i a l Development Centre and the P r e s i d e n t i a l Department o f 

Programming be fo re announcing i t s d e c i s i o n , 

(b ) The N a t i o n a l Department o f I n d u s t r y 

Th is i s a department o f the M i n i s t r y o f A g r i c u l t u r e , Commerce, and 

I n d u s t r y w i t h a l e g a l b a s i s e s t a b l i s h e d under Law No, 25 o f 1957j and 

Decree No, 122 o f May 14, 1963. I t s f u n c t i o n s can be summarized as f o l l o w s : 

/ ( i ) t o 
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( i ) t o s t udy , i n v iew o f the c o n t r a c t s , a p p l i c a t i o n s for impor t 

pe rm i t s f o r machinery, raw m a t e r i a l s , equipment, e t c . ; 

( i i ) t o s tudy and t o t r a n s a c t a p p l i c a t i o n s f o r new con t rac t s u n t i l 

f i n a l approva l ; i 

( i i i ) t o keep a r e g i s t e r o f a l l concessions g ran ted t o companies; 

( i v ) t o c a r r y o u t p h y s i c a l i nspec t i ons and i n v e s t i g a t i o n s o f 

companies who cance l t h e i r con t rac t s or cease ope ra t i ng f o r one reason 

o r ano the r , i n o rder t o ensure t h a t the Law i s be ing compl ied w i t h , and 

( v ) t o c a r r y o u t t e s t s and l a b o r a t o r y analyses and c l a s s i f y 

o b j e c t s o r m a t e r i a l s which may be ind ispensab le t o the o p e r a t i o n o f 

machines o r f a c t o r y equipment o f companies w i t h c o n t r a c t s , 

( c ) Tjhe Centre f o r I n d u s t r i a l Development 

Th i s o r g a n i z a t i o n began opera t ions on A p r i l 9* 1956 as t he r e s u l t 

o f an agreement between the I n s t i t u t e f o r Economic Promot ion ( IFE) and the 

I n s t i t u t e o f I n t e r -Amer i c an A f f a i r s , under t h e name "Economic Co-opera t ion 

Agreement", and i n c l u d e d the In te r -Amer i can Serv ice f o r Co-opera t i on i n 

Economic Promot ion (SCIFE). I t was based on t he Genera l Agreement f o r 

Techn ica l Co -ope ra t i on o f May 11, 1954* s igned by the Governments o f 

Panama and the Un i ted S t a t e s , On December 31* I 960 , when t h e A p r i l 9 

r e s o l u t i o n was cons idered a t an end, the Centre f o r I n d u s t r i a l Development 

became an i n t e g r a l p a r t o f the I n s t i t u t e f o r Economic Promot ion u n t i l 

March 1 , 1963* when i t was i nco rpo ra ted i n t o the M i n i s t r y o f A g r i c u l t u r e , 

Commerce, and I n d u s t r y i n accordance w i t h a r t i c l e 4 o f Law No, 57 o f 

February 4» 1963 (Budgetary Law) , 

As a r e s u l t o f Law No, 17 o f December 31* 1964 (Budgetary Law), t h e 

name was changed t o "Centre f o r I n d u s t r i a l Development«, ' 

I t s main f u n c t i o n s a r e : 

( i ) t o c a r r y o u t bas ic s t u d i e s o f economic and t e c h n i c a l aspects f o r 

the guidance and promot ion o f t he c o u n t r y ' s i n d u s t r i a l development; 

( i i ) t o c a r r y ou t p r a c t i c a b i l i t y surveys o f i n d u s t r i a l p r o j e c t s ; 

*, ( i i i ) t o f ree' o t h e r o f f i c i a l departments f rom h a n d l i n g c o n s u l t a t i o n s 

o f a t e c h n i c a l o r economic na tu re which p r i v a t e e n t e r p r i s e o r i n t e r n a t i o n a l 

o r g a n i z a t i o n s may make; 

( i v ) t o p u t f o rwa rd , and adv ise on, the c r i t e r i a employed i n t he 

assessment o f a p p l i c a t i o n s f o r i n d u s t r i a l p r o t e c t i o n c o n t r a c t s and f o r 

loans t o f i nance i n d u s t r i a l p r o j e c t s ; 

/ ( v ) t o 
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(v ) t o g i v e t e c h n i c a l ass is tance t o e s t a b l i s h e d e n t e r p r i s e s , o r t o 

those about t o be es tab l i shed^ 

( v i ) t o deve lop schemes f o r tapp ing the c o u n t r y ' s human resources , 

by means of l a b o u r - t r a i n i n g programmes i n t h e manufac tur ing i n d u s t r y j 

( v i i ) t o c o - o r d i n a t e t he work o f s t anda rd i z i ng i n d u s t r i a l products,, 

processes, and t e s t i n g } 

( v i i i ) t o encourage investment i n Panama by means o f i n f o r m a t i o n and 

r e p o r t s d i s t r i b u t e d abroad; and 

( i x ) t o advise companies on mat te rs coneearning i n d u s t r i a l r e l a t i o n s . 

1 7 . THE PRINCIPAL INDUSTRIES OF THE MANUFACTURING SECTOR 

The manufac tur ing s e c t o r i s cha rac te r i zed by the absence o f s o - c a l l e d 

"heavy i n d u s t r y " , and concent ra tes p roduc t i on on c e r t a i n i t ems i n 

t r a n s f o r m a t i o n i n d u s t r i e s . Th is s i t u a t i o n i s due t o t he l a c k o f n a t i o n a l 

raw m a t e r i a l s f o r heavy i n d u s t r y , and t o the sma l l marke t , wh ich g i ves no 

scope f o r i n d u s t r i e s t h a t operate on the bas is o f l a r g e - s c a l e economies. 

I n t h e p a s t , t h e most impor tan t manufac tur ing i n d u s t r i e s were food 

produc ts and beverages, which accounted f o r over 50 per cent o f manufac tu r ing 

p r o d u c t i o n a t the beg inn ing o f the pe r i od cons idered i n t h i s r e p o r t . Footwear 

and garments, and p r i n t i n g were a l so i m p o r t a n t , and t h e i r volume o f 

p r o d u c t i o n added t o the two i n d u s t r i e s a l ready ment ioned made up over 

75 per cent o f p roduct ion^ a s i t u a t i o n which c l e a r l y shows t h a t Panamanian 

i n d u s t r y was almost e x c l u s i v e l y concerned w i t h the p r o d u c t i o n o f immediate 

cons lamer goods. 

At t h e end o f the p e r i o d , the r e l a t i v e p o s i t i o n s o f these i n d u s t r i e s 

had changed v e r y l i t t l e , a l though t h e i r share o f p r o d u c t i o n became 

cons ide rab ly reduced. Food produc ts i s s t i l l t he most important^, account ing 

f o r 32 per cent o f p r o d u c t i o n i n t h e manufac tur ing s e c t o r , and a l though 

beverages i s s t i l l i n second p lace , i t s share has f a l l e n t o 11 per c e n t . 

On the o t h e r hand, the manufacture o f pe t ro leum produc ts which was begun 

i n 1962, accounts f o r approx imate ly 20 pe r cen t . 

/Manufacturing in 
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. Manufac tu r ing i n Panama has long been aimed a t t h e s u b s t i t u t i o n o f 

impor ts o f consumer goods, and the scope i n t h i s f i e l d has g r a d u a l l y been 

reduced. What i s needed i n the f u t u r e i s t o d i r e c t t he process o f 

i n d u s t r i a l i z a t i o n a long o the r l i n e s , and t o beg in the s u b s t i t u t i o n o f 

impor ts o f du rab le and semi -durab le goods, and t h e development o f expo r t 

i t e m s , 

1 . Food produc ts 

The apparent consumption o f food products inc reased f rom 100,6 m i l l i o n 

balboas i n 1950, t o 164.3 m i l l i o n i n 1963« The g r e a t e r p a r t o f t h i s . 

inc rease was covered by n a t i o n a l p roduc t i on , which inc reased f rom 

84.6 m i l l i o n balboas i n 1950* t o 144.4 m i l l i o n i n 1963, w h i l e impor ts 

went up f r om 15.9 m i l l i o n balboas t o 19.9 m i l l i o n over the same p e r i o d . 

The p r i n c i p a l foods manufactured a r e : 

(a ) Bread and Cerea ls , the consumption o f wh ich rose f rom 28.2 m i l l i o n 

balboas i n 1950, t o 3 7 . 1 m i l l i o n i n 1963, w h i l e p r o d u c t i o n and impor ts 

inc reased r e s p e c t i v e l y f rom 26« 8 m i l l i o n and 1 ,3 m i l l i o n i n 1950, t o 

33 .2 m i l l i o n and 3 . 9 m i l l i o n i n 1963. A f l o u r - m i l l began o p e r a t i o n i n 

1964 which would supp ly the t o t a l n a t i o n a l demand f o r t h i s p roduc t . 

(b ) Meats. Meat consumption increased f rom 16.5 m i l l i o n balboas 

i n 1950, t o 26 .7 m i l l i o n i n 1963. "Over t he same p e r i o d , n a t i o n a l 

p r o d u c t i o n , and impor ts went up f r om 15.2 and 1 .3 m i l l i o n ba lboas , t o 

24 .4 and 2 . 2 m i l l i o n r e s p e c t i v e l y . Meat impo r t s g e n e r a l l y c o n s i s t o f 

t i n n e d ham, and o f c e r t a i n s p e c i a l i t i e s such as sa lam i , corned b e e f , 

and o t h e r s , s i nce n a t i o n a l l i v e s t o c k p roduc t i on i s s u f f i c i e n t t o a l l o w 

f o r e x p o r t a t i o n . 

( c ) M i l k , cheese, and eggs. The consumption o f these products 

l e a p t f rom 8 .6 m i l l i o n balboas i n 1950, t o 2 1 , 1 m i l l i o n i n 1963* a s i t u a t i o n 

which i s due e x c l u s i v e l y t o the heavy inc rease i n n a t i o n a l p roduc t i on , wh ich 

went up f rom 5 .7 m i l l i o n balboas i n 1950, t o 19 .2 m i l l i o n i n 1963. Impor ts 

were reduced f rom 2 . 8 m i l l i o n balboas i n 1950, t o 1 .97 m i l l i o n i n 1963. 

Th i s i s a case where the p o s i t i v e e f f e c t s o f p r o t e c t i o n o f t h e home i n d u s t r y 

can be seen i n t he r a p i d inc rease i n p r o d u c t i o n . 

/ ( d ) Sugar, 
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(d ) Sugar, p rese rves , and c o n f e c t i o n e r y . Consumption inc reased f rom 

2 . 8 m i l l i o n balboas i n 1950, t o 8,5 m i l l i o n i n 1963. Th is i s another 

p r o t e c t e d i n d u s t r y , where n a t i o n a l p r o d u c t i o n inc reased more r a p i d l y 

t h a n impor ts - f rom 2 .3 m i l l i o n balboas i n 1950, t o 7 .3 m i l l i o n i n 1963, 

w h i l e impor ts went up f r om 0 .5 m i l l i o n balboas t o 1 .2 m i l l i o n . The 

Panamanian sugar i n d u s t r y now expor t s t o t he Un i ted S ta tes the excess 

o f i t s p r o d u c t i o n over n a t i o n a l consumption; impor t s are g e n e r a l l y made 

up o f h i g h - c l a s s c o n f e c t i o n e r y , and i n p a r t i c u l a r choco la tes and b i s c u i t s , 

2 . Beverages 

The t o t a l consumption o f beverages went up f r om 15»1 m i l l i o n balboas 

i n 1950, t o 24 .8 m i l l i o n i n 1963* Th is inc rease was covered comple te ly by 

n a t i o n a l p r o d u c t i o n wh ich rose f rom 1 3 . 1 t o 23.3 m i l l i o n ba lboas , w h i l e 

impor ts f e l l f rom 1 .9 t o 1 . 4 m i l l i o n ba lboas . 

(a ) Non -a l coho l i c beverages. Consumption i nc reased f rom 1 . 6 t o 

4 .3 m i l l i o n ba lboas , e n t i r e l y because o f the inc rease i n n a t i o n a l p r o d u c t i o n , 

as gaseous beverages are h e a v i l y p r o t e c t e d , 

Cb) A l c o h o l i c beveragese Consumption inc reased f rom 13 .4 t o 

20 .4 m i l l i o n ba lboas . N a t i o n a l p r o d u c t i o n went up f rom 11.5 t o 1 9 . 1 m i l l i o n 

ba lboas, w h i l e impor ts dropped f rom 1 , 9 t o 1 . 5 m i l l i o n ba lboas . However, 

t h i s i s due t o a recen t r i s e i n t a r i f f s on impor ted s p i r i t s , f o r i n 1962 

impor ts amounted t o 6 . 8 m i l l i o n ba lboas . The n a t i o n a l a l c o h o l i c beverages 

i n d u s t r y i s now h e a v i l y p r o t e c t e d , and on l y c e r t a i n products are impor ted , 

such as w ine , champagne, and sco tch wh isky ; impor ts o f s p i r i t s such as rum 

and g i n have been s u b s t i t u t e d by n a t i o n a l p r o d u c t i o n . 

Beer p r o d u c t i o n has soared, ma in l y because o f t he opening o f the 

n a t i o n ' s second brewery . 

3 . Tobacco 

Tobacco consumption inc reased f rom 3 .7 m i l l i o n balboas i n 1950, t o 

8 .8 m i l l i o n i n 1963. 

/in the 
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I n the pe r i od under c o n s i d e r a t i o n , p r o d u c t i o n went up f rom 0 ,3 t o 

8 . 2 m i l l i o n ba lboas , w h i l e impor ts f e l l f rom 3 ,3 t o 0 , 6 m i l l i o n balboas. 

Th is i s due t o t h e beg inn ing o f n a t i o n a l p r o d u c t i o n i n 1954* and t o t h e 

heavy p r o t e c t i o n rece i ved by the i n d u s t r y s ince 1957, Impor ts cons i s t 

o f c i g a r s , and p ipe tobacco, which the count ry does not produce, 

4 , Garments and o the r persona l e f f e c t s 

Consumption inc reased f rom 2 0 , 1 , i n 195°* t o 35*7 m i l l i o n balboas 

i n 1963, N a t i o n a l p r o d u c t i o n went up f rom 8 , 3 t o 16,3 m i l l i o n ba lboas , 

and impor ts f rom 11,8 t o 17 ,4 m i l l i o n ba lboas , 

(a) Footwear, Footwear consumption inc reased a t a much f a s t e r 

r a t e t han d i d i m p a r t s : f r om 1 , 9 t o 6 , 4 m i l l i o n ba lboas, w h i l e t he 

inc rease i n impor ts was f rom 1 , 8 t o 3 . 1 m i l l i o n ba lboas . The n a t i o n a l 

i n d u s t r y i s a t p resen t p a r t i a l l y p ro tec ted by t a r i f f s and impor t quo tas ; 

impor ts c o n s i s t o f expensive foo twear . 

(b ) Garments, Consumption inc reased f rom 12 ,6 t o 20,6 m i l l i o n 

ba lboas. The inc rease i n impor ts was h i ghe r t han the inc rease i n p r o d u c t i o n : 

the inc reases be ing f rom 6 , 2 t o 10,8 and f rom 6 . 4 t o 9 ,8 m i l l i o n balboas 

r e s p e c t i v e l y . Impor ts c o n s i s t ma in l y o f l a d i e s ' garments, a l though i n 1964 

c e r t a i n p r o t e c t e d . i n d u s t r i e s were s e t up wh ich w i l l e v e n t u a l l y reduce the 

dependence on i m p o r t s , 

( c ) Other personal e f f e c t s . Consumption v a r i e d i r r e g u l a r l y and, 

was l a r g e l y accounted f o r by impor t s . Watches and j e w e l r y were the main 

impo r t i t ems , be ing a r t i c l e s wh ich are no t produced l o c a l l y , w i t h the 

r e s u l t t h a t impor ts may be expected t o i nc rease . 

(d) F u r n i t u r e , accessor ies , and household goods. Consumption o f 

f u r n i t u r e and accessor ies was t r e b l e d , r i s i n g f rom 3 . 8 t o 1 3 , 0 m i l l i o n 

ba lboas . Th is was due t o the heavy increase i n n a t i o n a l p r o d u c t i o n , wh ich 

went up f rom 0 ,6 t o 7 ,7 m i l l i o n balboas w h i l e impor ts increased f rom 

3 . 3 t o 5.3 m i l l i o n ba lboas. The Panamanian f u r n i t u r e i n d u s t r y has 

progressed immensely, and impor ts c o n s i s t c h i e f l y o f ca rpe ts , p ianos , 

lamps and meta l f u r n i t u r e . 

/V. POLITICAL 
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V. POLITICAL MEASURES FC® DEVELOPING INDUSTRY 

1 . T a r i f f p r o t e c t i o n 

Impor t t a r i f f s are f i x e d by Law N° 25 o f 1957, wh ich rep laced t h e 

t a r i f f r a t e s f i x e d by Law N° 49 o f 1934 and the many p a r t i a l re forms i t 

has undergone over t h e y e a r s . 

Whi le the 1957 t a r i f f l aw was be ing drawn up , i t was understood t h a t 

i t cou ld no t be a mere ins t rumen t o f i n d u s t r i a l p o l i c y , and much l e s s an 

ins t rumen t wh ich would ac t o n l y as a source o f government revenue. 

Because o f t h e c o u n t r y ' s economic s i t u a t i o n and t h e need f o r an organ ized 

economic development, t a r i f f s were cons idered t o be u s e f u l markers f o r 

t he n a t i o n ' s economic g rowth . Since 1957, c e r t a i n changes have been made 

accord ing t o t he needs o f t he c o u n t r y ' s changing economic s i t u a t i o n . 

The c h a r a c t e r i s t i c s o f impor t t a r i f f s a r e : 

(a ) C l a s s i f i c a t i o n and nomenclature: t h e most modern methods o f 

t a r i f f c l a s s i f i c a t i o n and nomenclature are used, f o l l o w i n g t h e systems 

and recommendations o f s p e c i a l i z e d i n t e r n a t i o n a l o r g a n i z a t i o n s . The 

new t a r i f f i s geared t o t h e s tandard c l a s s i f i c a t i o n f o r i n t e r n a t i o n a l 

t r a d e drawn up by t he I n t e r -Amer i can I n s t i t u t e o f S t a t i s t i c s f o r 

Un i t ed Nat ions use, and f o l l o w s t h e recommendations o f t he Economic 

Commission f o r L a t i n America as presented i n the C e n t r a l American Standard 

T a r i f f Nomenclature (NAUCA.). 

( b ) S t a n d a r d i z a t i o n and s i m p l i f i c a t i o n : w i t h t he aim o f making 

t a r i f f a d m i n i s t r a t i o n s i m p l e r , r a t e s have been s tandard ized and s i m p l i f i e d , 

t h u s making payment e a s i e r , 

( c ) Combinat ion o f t a x e s : because o f the unusual s i t u a t i o n 

p r e v a i l i n g a t t h e t ime o f t h e r e f o r m , w i t h a double customs du t y i n t h e 

form o f an i m p o r t a t i o n t a x and o f consu lar d u t i e s , t h e new t a r i f f combined 

these taxes i n t o one. Th i s combinat ion s i m p l i f i e s t a r i f f hand l i ng and 

payment, 

(d ) Concessions f o r raw m a t e r i a l s and semi-processed p r o d u c t s : I n 

o rde r t o s tep up t h e development o f i n d u s t r i e s wh ich process these goods, 

l o w - r a t e t a r i f f s are a p p l i e d t o raw m a t e r i a l s and semi-processed products 

which are no t produced i n t h e coun t ry and which a re used i n i n d u s t r y » 

/ ( e ) Gran t ing 
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(e ) G ran t i ng o f i n c e n t i v e s t o e n t e r p r i s e s and i n d i v i d u a l s w i t h o u t 

c o n t r a c t s : n o r m a l l y , a sma l l - s ca l e ent repreneur does not have a p r o t e c t i o n 

c o n t r a c t , and t o encourage t h i s t ype o f i n d u s t r y t h e t a r i f f l a w reduces 

cons ide rab l y t h e d u t i e s on machinery , spare p a r t s , and o the r implements 

o f wo rk , 

( f ) P r o t e c t i o n and back ing o f n a t i o n a l p r o d u c t i o n : t a r i f f s o f f e r 

s t a t e p r o t e c t i o n t o a g r i c u l t u r a l , l i v e s t o c k , and i n d u s t r i a l p r o d u c t i o n . 

I n some cases, t h e l e v e l o f p r o t e c t i v e t a r i f f s has been changed where 

i t was cons idered excess i ve l y h i g h , s ince t h i s was o f t e n respons ib le f o r 

h i g h p r i c e s among n a t i o n a l p roduc ts - a s i t u a t i o n which adverse ly a f f e c t e d 

the consumer, and which pro longed t h e l i f e o f n o t o r i o u s l y i n e f f i c i e n t 

e n t e r p r i s e s , 

( g ) A r t i c l e s f o r t he t o u r i s t t r a d e : t h e t o u r i s t f l o w t o Panama i s 

ex t remely impor tan t as a source o f f o r e i g n cur rency and o f employment. 

Rates on a r t i c l e s g e n e r a l l y s o l d t o t o u r i s t s and t r a v e l l e r s have always 

been kep t l o w i n order t o a t t r a c t t o u r i s t s , 

(h ) Luxury a r t i c l e s : t a r i f f r a t e s are h i g h on l u x u r y a r t i c l e s wh ich 

are no t sub jec t t o r e - e x p o r t a t i o n o r sa le t o t o u r i s t s . Low taxes have 

t h e r e f o r e been ma in ta ined on a r t i c l e s which be long t o t he f i e l d o f 

i n t e r n a t i o n a l t r a d e and p rov ide a source o f f o r e i g n cu r rency th rough 

r e - e x p o r t a t i o n , w h i l e t a x i s h igh on l u x u r y a r t i c l e s which a re no t s o l d 

abroad o r i n t h e Canal Zone and which are acqu i red ma in l y by Panamanians 

o r r e s i d e n t s i n Panama, 

( i ) E s s e n t i a l a r t i c l e s : low taxes have been a p p l i e d t o e s s e n t i a l 

a r t i c l e s which are not produced i n t h e c o u n t r y . Low r a t e s , f o r example, 

have been f i x e d on food p roduc ts no t produced i n Panama, medic ines , and 

c l o t h . 

The new t a r i f f t ends , t h e r e f o r e , t o inc rease t h e r a t e s on l u x u r y 

a r t i c l e s consumed e x c l u s i v e l y by Panamanians, and on those produced i n 

t h e c o u n t r y , w h i l e taxes on c a p i t a l goods, l abou r goods, and raw m a t e r i a l s 

a re kept l o w . 

Th i s i s done w i t h t he aim o f s t i m u l a t i n g i n d u s t r y by making 

consumption cheaper, and a t t h e same t ime o f f e r i n g a p r o t e c t e d marke t . 

/In some 
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I n some cases, p r o t e c t i o n has undoubtedly been t oo g r e a t , w i t h t h e 

r e s u l t t h a t p r i c e s f o r t h e consumer have been h i g h , s ince t h e manufacturer 

has an ample margin t o inc rease p r i c e s , bu t t h e r e can be no doubt t h a t 

i t has a ided t h e p r o d u c t i o n o f c e r t a i n goods which would not have 

appeared on t h e home market i f t h e y had no t been g i ven the necessary 

p r o t e c t i o n . , 

Impor t du ty i s wa ived, o r cons iderab ly reduced, on c e r t a i n goods 

which a re cons idered o f pr ime importance i n promot ing i n d u s t r i a l development 

Such i s t h e case w i t h raw m a t e r i a l s which are not produced i n Panama, 

and which are used i n p roduc ing manufactured a r t i c l e s ; chemical p roduc t s , 

and c a p i t a l goods. 

Law W° 25 g ran t s t o e n t e r p r i s e s which come under i t s j u r i s d i c t i o n , 

exemption f rom payment o f any t ype o f d u t y , r i g h t s , o r t a x whatsoever , 

wh ich i s o r may be l e v i e d on: 

( a ) t h e i m p o r t a t i o n o f machinery, equipment, and accesso r i es , o r 

spare p a r t s f o r t h e i r maintenance; mechanical apparatus or i ns t ruments 

used i n manu fac tu r ing ; l a b o r a t o r i e s o r company b u i l d i n g s in tended f o r 

manu fac tu r i ng , maintenance, and -warehousing; 

(b ) t h e i m p o r t a t i o n o f f u e l s and l u b r i c a n t s f o r use o r consumption 

i n manufac tu r ing ; 

( c ) t h e i m p o r t a t i o n o f con ta i ne r s and raw m a t e r i a l s which are no t 

produced i n t h e coun t r y o r not produced i n s u f f i c i e n t q u a n t i t i e s t o 

s a t i s f y t he company's demand, and a t p r i c e s which guarantee a company a 

reasonable p r o f i t w i t h o u t making the consumer pay a p r i c e t h a t i s 

cons idered excess ive by competent o f f i c i a l o r g a n i z a t i o n s . 

The exempt ions, concess ions, and p r o t e c t i o n o f f e r e d are sub jec t t o 

c e r t a i n except ions and c o n d i t i o n s : 

(a ) exemption on pe t ro leum and on a l c o h o l i s exc luded; 

(b) t h e conpany.must commit i t s e l f t o u s i n g n a t i o n a l raw m a t e r i a l s , 

end may o n l y use f o r e i g n raw m a t e r i a l s when n a t i o n a l sources do no t supp l y 

s u f f i c i e n t q u a n t i t i e s f o r t h e manufacture o f t h e company1s p r o d u c t s . I n 

such cases t h e a u t h o r i z a t i o n o f t h e r e l e v a n t o f f i c i a l department i s 

r e q u i r e d , and t h e amount impo r ted i s l i m i t e d t o t h e exact q u a n t i t y 

necessary t o cover t h e p a r t i c u l a r requirement5 

/ ( c ) t he 
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( c ) t h e Government reserves t h e r i g h t t o impor t o r a u t h o r i z e t h e 

i m p o r t a t i o n o f any f o r e i g n a r t i c l e s i m i l a r t o those produced by a company 

o p e r a t i n g under t h i s Law, on c o n d i t i o n t h a t such a s tep were necessary t o . 

supplement t h e n a t i o n a l demand when n a t i o n a l companies f a i l t o s a t i s f y i t . 

Merchandise, a r t i c l e s , and m a t e r i a l s which cou ld be pu t t o . d i f f e r e n t uses 

f rom those s p e c i f i e d i n t h e c o n t r a c t , and wh ich are no t i nd ispensab le f o r 

t h e o p e r a t i o n o f machinery o r p l a n t s o r which a r e a v a i l a b l e i n t h e coun t r y 

a t a reasonable p r i c e , are no t sub jec t t o concessions; 

(d ) no concessions a re g ran ted on the i m p o r t a t i o n o f raw m a t e r i a l s 

and a r t i c l e s wh ich , i n the o p i n i o n o f the M i n i s t r y o f A g r i c u l t u r e o r i t s 

de lega te , a re s i m i l a r t o , o r by -p roduc ts o f , raw m a t e r i a l s o r a r t i c l e s 

which are produced i n t h e coun t r y i n commercial q u a n t i t i e s and which may 

rep lace f o r e i g n p roduc ts s a t i s f a c t o r i l y . 

Law N° 25 i nc l udes o t h e r c lauses which concern c a p i t a l , b u t these 

w i l l be d e a l t w i t h when s tudy ing government i n c e n t i v e s t o i n d u s t r i a l i z a t i o n , 

2 , Methods o f a p p l y i n g concessions and p r o t e c t i o n 

The procedures concern ing concessions and p r o t e c t i o n f o r companies 

under t h e j u r i s d i c t i o n o f Law 25 o f 1957 a re as f o l l owss 

( a ) The a p p l i c a t i o n f o r d u t y - f r e e i m p o r t a t i o n i s made i n w r i t i n g 

by t h e company t o t h e M i n i s t r y o f Finance and Treasury , and s p e c i f i e s t h e 

o b j e c t s t o be impor ted and t h e use t o which t hey w i l l be p u t . The M i n i s t r y 

t h e n cons iders t h e a p p l i c a t i o n w i t h regard t o t he r e g u l a t i o n s i n f o r ce and 

t h e terms o f t h e c o n t r a c t , and comes t o a d e c i s i o n w i t h i n a Triinimum p e r i o d 

o f f i f t e e n days . Once t h e a p p l i c a t i o n i s approved, t h e M i n i s t r y g ran ts 

t h e company permiss ion t o impor t t h e a r t i c l e s o r merchandise f r e e o f d u t y , 

(b ) When t h e goods a r r i v e , t h e company p resen ts t h e impor t permi t 

t o t he M i n i s t r y o f Finance and Treasury which, w i t h i n t h r e e work ing days , 

t h e n au tho r i zes the Customs o f f i c i a l s t o waive the d u t y on t h e goods 

s t i p u l a t e d i n t h e impor t p e r m i t , 

( c ) When t h e a p p l i c a t i o n concerns t r e a s u r y p r o t e c t i o n , t he M i n i s t r y 

o f A g r i c u l t u r e o r i t s de lega te w i l l f i r s t r e q u i r e t h a t t h e Programming 

and Economic Adv iso ry departments g i ve t h e i r app rova l , and when t h i s has 

been ob ta ined , t h e M i n i s t r y fo rwards t h e case, t oge the r w i t h i t s own 

/comments, t o 
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comments, t o t he Execu t i ve Body f o r the f i n a l d e c i s i o n . A p p l i c a t i o n s are 

no rma l l y d e a l t w i t h q u i c k l y , b u t t h e r e have been cases, p a r t i c u l a r l y when 

t h e approva l o f t h e M i n i s t r y o f A g r i c u l t u r e i s r e q u i r e d , o f unnecessary 

d e l a y s . For t h i s reason, some companies which come under p r o t e c t i o n o f 

Law N° 25 p r e f e r t o make no a p p l i c a t i o n f o r exemption i n u rgen t cases, and 

pay the r e l e v a n t t a x i n exchange f o r quickness i n t h e t r a n s a c t i o n . 

The t a r i f f and i t s subsequent changes must be approved by t h e 

L e g i s l a t i v e Body, a f a c t which cons iderab ly reduces t a r i f f f l e x i b i l i t y as 

a means o f c o n f r o n t i n g changes i n economic c o n d i t i o n s . 

I n 1953, a T a r i f f Commission was formed w i t h t h e t a s k o f p r e p a r i n g 

t h e t a r i f f t o r ep lace the one e s t a b l i s h e d under Law N® 49 o f 1934 and 

i t s subsequent m o d i f i c a t i o n s . The Commission worked f o r more t h a n f o u r 

yea rs i n the p r e p a r a t i o n o f a t a r i f f p r o j e c t t h a t would rece i ve l e g i s l a t i v e 

app rova l , and which became Law N® 25 o f 1957« 

The process i s obv ious l y l o n g and comp l i ca ted , and h inde rs t h e 

s e t t i n g up o f a f l e x i b l e t a r i f f which would pe rm i t immediate changes i n 

response t o f l u c t u a t i o n s i n t h e i n t e r n a t i o n a l - t r a d e s i t u a t i o n , o r i n t he 

requ i rements o f n a t i o n a l i n d u s t r y , What i s needed, t h e r e f o r e , i s an 

ins t rument which can be r a p i d l y ad jus ted t o un foreseen economic changes« 

3 . E f f e c t s o f t h e p r o t e c t i o n i s t p o l i c y 

To a g rea t e x t e n t , t h e Republ ic o f Panama depends on c o l l e c t i o n o f 

impor t du t y t o f inance p u b l i c expend i tu re , and a t t h e same t ime uses 

customs t a r i f f s and impor t quotas as a means o f p r o t e c t i o n t o promote 

i n d u s t r i a l development. 

I t i s d i f f i c u l t t o c a l c u l a t e t he r e a l i n f l u e n c e t h a t p r o t e c t i o n i s t 

t a r i f f s have on inc rease i n p r o d u c t i o n . I t i s l o g i c a l t o t h i n k t h a t 

i nc reased p r i c e s o f impor ted p roduc ts would cause them t o be rep laced by 

n a t i o n a l goods. T h i s has been the case, f o r example, i n t h e p e r i o d 

1953-1961 i n which impor ts o f c e r t a i n goods were reduced cons ide rab l y : 

margar ine and b u t t e r , by 57 per c e n t ; tobacco p roduc ts by 63 per c e n t ; 

footwear by 9 per c e n t ; m i l k , eggs, and honey, by 15 per c e n t ; and o i l s 

and f a t s by 17 per c e n t . ^ 

2 / F i s c a l Survey, pp . 149 and 150. 

/ P r o t e c t i o n i s t t a r i f f s 
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P r o t e c t i o n i s t t a r i f f s have g e n e r a l l y caused monopolies -which do not 

produce a t f u l l c a p a c i t y , and whose average cos ts are h igher t han those 

o f t h e same product produced abroad. These i n e f f i c i e n c e s o f the monopoly 

system can be removed by s e t t i n g up new e n t e r p r i s e s w i t h i n t he i n d u s t r y . 

S t a t i s t i c s show t h a t t h e p roduc t i on o f c e r t a i n p r o t e c t e d a r t i c l e s 

has been stepped up; t h i s i s t h e case w i t h sugar , s a l t , l i v e s t o c k , t i n n e d 

m i l k , and tomato p r o d u c t i o n . S i m i l a r l y , t h e aggregate value o f p ro tec ted 

i n d u s t r i e s inc reased s a t i s f a c t o r i l y , a l though i n some i n d u s t r i e s t h e 

inc reases were sma l le r t han the increase i n gross n a t i o n a l p roduc t . 

The use o f t a r i f f s t o promote i n d u s t r i a l development has apparen t l y 

had no g rea t e f f e c t on t he l e v e l o f i n d u s t r i a l employment,-^ I n f a c t , 

t he l e v e l o f employment i n c e r t a i n se lec ted i n d u s t r i e s f e l l by 1 per cent 

i n t he p e r i o d 1956-1960, w h i l e the inc rease i n i n d u s t r i a l employment was 

4,500 or 24,5 per cent f rom i 9 6 0 t o 1961 , and the t o t a l work ing p o p u l a t i o n 

went up by 77,000 o r 28,5 per c e n t . This shows t h a t i n Panama, i n d u s t r i e s 

f o r impor t s u b s t i t u t i o n operate much more i n t e n s i v e l y w i t h c a p i t a l t h a n 

w i t h l a b o u r . 

The most favourab le p r o o f o f the e f f e c t s o f t a r i f f p r o t e c t i o n on 

the development o f p ro tec ted i n d u s t r i e s can be seen by comparing i n 

d i f f e r e n t years t he p r o p o r t i o n covered by n a t i o n a l p roduc t i on o f t o t a l 

consumption o f c e r t a i n goods. Such a comparison g i ves a s a t i s f a c t o r y 

s i t u a t i o n f o r : bread and ce rea l s ; meat; sugar and con fec t i one ry^ c o f f e e , 

t e a , and cocoa; a l c o h o l i c beverages; and footwear and c l o t h i n g . 

There can be no doubt a t a l l t h a t t a r i f f p r o t e c t i o n has been 

b e n e f i c i a l . as f a r as i n c r e a s i n g t he p roduc t i on o f p r o t e c t e d i n d u s t r i e s i s 

concerned. However, t he ques t i on a r i s e s o f t he cost o f t h i s p r o t e c t i o n 

f o r the consumer. A l though t a r i f f s s t imu la te n a t i o n a l p r o d u c t i o n , they 

norma l l y c rea te a short-term r i s e i n p r i c e s , and a f a l l - o f f i n government 

revenue as impor ts are reduced, 

A p r o t e c t i o n i s t p o l i c y i s j u s t i f i e d i f i n d u s t r i e s i n the l o n g run can 

cont inue w i t h o u t the need f o r subs id i es . I f n o t , t he re i s a l o s s o f revenue 

f o r t h e S t a t e , consumers pay h igher p r i c e s , and p ro tec ted i n d u s t r y ob ta ins 
V 

excessive p r o f i t s because o f i t s monopoly, w i t h no v i s i b l e advantages f o r 

t h e count ry as a who le , 

W F isca l Survey, pp, 149 and 150, . , a o 



What has Panama*s exper ience Been? 

(a ) P ro tec ted i n d u s t r i e s have developed, and i n n e a r l y every case 

have inc reased t h e aggregate va lue o f p r o d u c t i o n , bu t haVe had l i t t l e e f f e c t 

on i n d u s t r i a l employment. 
: ( b ) The p r i c e s o f c e r t a i n p r o t e c t e d a r t i c l e s have been kept a t 

s a t i s f a c t o r y l e v e l s , as i n t he case o f f r e s h and processed meat. 

( c ) The p r i c e s o f some p r o t e c t e d p roduc ts have f a l l e n - among o t h e r s , 

those o f f r e s h p o u l t r y , shr imps, f r e s h vege tab les , and vege tab le o i l s . 

Cd) - I t i s d i f f i c u l t , however, t o f i n d o t h e r a r t i c l e s where the 

home p r i c e i s lower t h a n t h e impor ted one. Examples a r e : s a l t , b u t t e r , 

r i c e , sugar , bee r , m i l k , and many o t h e r s . 

The F i s c a l Survey o f Panama s t a t e s t h a t ^ " u n f o r t u n a t e l y , t h e 

t a r i f f s which have caused p r i c e s t d r i s e are those-wh ich a f f e c t t o a g rea t 

e x t e n t t h e budgets o f medium and low-income f a m i l i e s . T a r i f f p r o t e c t i o n 

on sugar , c o f f e e , b u t t e r , margar ine , salad o i l ' s , m i l k , and even b e e r , 

has had a h i g h l y adverse e f f e c t ' » . 

The Survey a l s o s t a t e s ^ " i t i s d i f f i c u l t no t t o reach' t h e 

conc lus i on t h a t i f t h e s a c r i f i c e s made by consumers were c a l c u l a t e d and 

p r i c e d , - " i n some cases a t o t a l would be ob ta ined which was h igher t h a n t h e 

share f rom p r o t e c t e d i n d u s t r i e s . ' Th i s would1 mean t h a t h i g h " p r i c e s have 

s imp ly been a 1 p r i v a t e t a x ' which p r o t e c t s monopol ies and r e d i s t r i b u t e s 

income from low-income groups t o h igh- income g roups " . 

4 . Other forms o f impor t c o n t r o l 

Panama uses t a r i f f s and impor t quotas as p r o t e c t i v e measures. Impor t 

quotas are f i x e d by t h e O f f i c e f o r Regu la t i on o f P r i c e s , which has the 

f o l l o w i n g a r t i c l e s e s t a b l i s h i n g i t s l e g a l b a s i s : 

(a ) Clause ( g ) A r t i c l e 9. o f Law N° 19 o f February 1 4 , 1951, f o r 

e s s e n t i a l a r t i c l e s produced i n t h e c o u n t r y . 

1£ / Page 154 . 

13 / Page! 157. 

/ ( b ) Decree 
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( b ) Decree N® 41 o f June 7 , 1961, f o r t h e f i x i n g of impor t quotas 

f o r any a r t i c l e produced i n t he coun t ry by i n d u s t r i e s r e c e n t l y beg inn ing . 

When t h e r e s t r i c t e d a r t i c l e s are e s s e n t i a l i t e m s , t h e impor t quotas 

a re permanent; when the r e s t r i c t i o n concerns a r t i c l e s under Decree N° 41 , 

the- r e s t r i c t i o n i s i n f o r c e f rom i t s da te o f decree u n t i l s i x months 

a f t e r t h e da te t h a t t he company i s ob l i ged t o beg in o p e r a t i n g . 

Impor t quotas are f i x e d a t t he request o f p r o t e c t e d companies. They 

g e n e r a l l y rep resen t up t o 80 per cent o f normal impor t s i n t he case o f 

e s s e n t i a l a r t i c l e s ; i n o the r cases, the r e s t r i c t i o n i s made a t t h e normal 

l e v e l o f impor t s i n pe r i ods p rev ious t o t he date o f r e s t r i c t i o n . 

The fo rmu la a p p l i e d i s g e n e r a l l y t h e f o l l o w i n g : normal i m p o r t a t i o n 

«» n a t i o n a l p r o d u c t i o n - acco rd ing t o the r a t e o f i nc rease i n demand t h a t 

cannot be s a t i s f i e d by n a t i o n a l p roduc t i on , t h e quota i s i nc reased , i n 

o t h e r words, t h e O f f i c e f o r Regu la t i on o f P r i c e s has a wide scope f o r 

v a r y i n g quo tas . 

5 , I n d u s t r i a l loans p o l i c y 

The execu t i on stages o f t h e i n d u s t r i a l loans p o l i c y are c a r r i e d ou t by 

o f f i c i a l and p r i v a t e f i nance i n s t i t u t i o n s i n two ways: th rough o v e r d r a f t s , 

and th rough d i r e c t l oans t o companies. 

Because o f t h e economic c r i s i s i n Panama i n January , 1964, t h e economy 

underwent c e r t a i n upheaval wh ich had many adverse e f f e c t s , such as 

c o n t r a c t i o n s i n t he monetary system and r e s t r i c t i o n s i n t h e a v a i l a b i l i t y 

o f l o a n s . T h i s s i t u a t i o n caused t h e o v e r d r a f t s o f many companies t o be 

reduced, and i t became necessary t o r e s t r i c t c r e d i t o f a l l k i n d s , i n c l u d i n g 

l o a n s t o i n d u s t r y . A l though the economy has recovered f rom t h i s r ecess i on , 

which was due t o e x t e r n a l causes, t h e monetary and c r e d i t systems are 

s t i l l under r e s t r i c t i v e p ressu re . 

The Government i s a t p resent c a r r y i n g out a p o l i c y o f i n d u s t r i a l 

p romot ion th rough i t s depar tments . Th i s p o l i c y i s man i fes ted i n t h e 

c r e a t i o n o f an I n d u s t r i a l Loan Bank, as a p a r t o f t h e r e - o r g a n i z a t i o n o f 

t he N a t i o n a l Bank, I n a d d i t i o n , and w i t h funds f rom the A l l i a n c e f o r 

Progress and f rom the p r i v a t e s e c t o r , an I n d u s t r i a l Development Bank (DISA) 

has been formed w i t h t h e main o b j e c t i v e o f encouraging and f i n a n c i n g the 

es tab l i shment o f i n d u s t r i e s , 
/The procedure 
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The-, procedure w i t h . .app l ica t ions f p r o v e r d r a f t s and l o a n s by a l ready 

e s t a b l i s h e d companies depends on t h e companies 1 -prev ious development.. 

One o f . t he p r a c t i c e s i s a r t ' a n a l y s i s o f t h e i r f i n a n c i a l , s t a t u s . I n t h e 

case d f companies about; tjo be e s t a b l i s h e d , t h e y a re r e q u i r e d t o present 

p r a c t i c a b i l i t y surveys i n o rder t o eva lua te t he investment p o s s i b i l i t i e s . 

The Government c a r r i e s ou t t h i s type- o f s tudy f o r d i f f e r e n t k i nds o f 

i n d u s t r y as a way o f c r e a t i n g new investment channe ls . 

¡ T h e Centre f o r I n d u s t r i a l Development i s t he government agency ... 

ass igned t o p r a c t i c a b i l i t y surveys,, a l though, t h e Centre i s p r i n c i p a l l y , 

an o r g a n i z a t i o n f o r . t h e t r a i n i n g o f l a b o u r . , : 

: As p a r t o f t h e Economic and S o c i a l Development Programme, 2 . 0 m i l l i o n 

ba lboas have been earmarked f o r p r a c t i c a b i l i t y su rveys , 0 .5 m i l l i o n o f 

which,may be used f o r i n d u s t r i a l p r a c t i c a b i l i t y su rveys , o r those r e l a t e d 

t o t h e s e t t i n g up o f i n d u s t r i e s . ... 

Another method o f p r o v i d i n g i n d u s t r i a l l oans i s t h e p o s s i b l e 

r e - s t r u c t u r a t i o n o f bank i n t e r e s t r a t e s . This, has been under c a r e f u l 

s tudy by banks. The r a t e o f i n t e r e s t i n f o r c e a t p resent i s 7 per c e n t , 

wh ich i s t he maximum a l lowèd by l a w j t h e r e a re no s p e c i a l sho r t o r l o n g -

te rm r a t e s , nor d i f f è r e n t r a t e s accord ing t o the t ype o f l o a n made. 

Fo re ign banks, n a t i o n a l p r i v a t è banks, t h e N a t i o n a l Bank of 'Panama, 

and DISA, are a t present t h e main i n s t i t u t i o n s f o r t h e a d m i n i s t r a t i o n o f 

i n d u s t r i a l l o a n s . 

The N a t i o n a l Bank has undergone i n t e r n a l r e - o r g a n i z a t i o n and as a 

r e s u l t now has an I n d u s t r i a l Loan Bank which dea ls w i t h ioans t o tèoth 

e s t a b l i s h e d and t o p r o s p e c t i v e i n d u s t r i e s . 

DISA i s a p u r e l y i n d u s t r i a l bank which g r a n t s l oans f o r 2 t o 15 years 

a t an i n t e r e s t r a t e o f 7 per c e n t . Seven years i s t he average l e n g t h o f 

l oans made. Loans a l so i n c l u d e a pe r i od o f grace f o r t h r e e , s i x , n i n e , 

o r twe l ve months f o r t h e a m o r t i z a t i o n o f c a p i t a l and i n t e r e s t . The bank 

can a l s o o f f e r i t s c l i e n t s t e c h n i c a l ass i s tance on ma t t e r s connected w i t h r
 - • 

t h e i n d u s t r y ' s requ i remen ts , ' " 

/Table 15 
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Table 15 

PANAMA: LOANS MADE BY BANKS BETWEEN 1958 AND 1965 $ J 

(In mi l l ions of balboas) 

Peroent 
Year Total Industrial age 

1958 79.9 6 . 7 . 8 ,4 

1959 95.6 8 .5 8.9 
1960 100.8 8.7 8.6 

1961 119.1 10.6 8.9 

1962 136.6 12.8 9.4 

1963 122.7 18.3 19.^ 

19^. 144,6 22.4 15.5 

1965 198.2 21.6 U . o 

Source; Department of S t a t i s t i c s and Census, Series E No. 1, Publio Treasury and Finance. 
1958-1962. 

&/ The f igures for I958-I962 Include "overdraft'» loans, which were not c l a s s i f i e d Into 
the uses they were put to . 

Table 16 

PANAMA: INDUSTRIAL LOANS CHANTED BETWEEN 1958 AND I965, SHOWING TYPE OP BANK 

(In mi l l ions of balboas) 

Percentages 
Year Total O f f i o l a l Private 

Total Of f io la l Private 

1958 6.7 0.9 5.8 100.0 13.4 86,6 

1959 8.5 1.1 100.0 13*0 87,0 

i960 8 .7 0.6 8,1 100.0 6.9 93.1 

1961 10.6 0 . 3 10.3 100.0 2.8 97.2 

1962 12.8 0 . 4 12.4 100,0 3.1 96.9 
1963 18.3 a/ V 100,0 2/ s/ 
19^4 22.4 1.2 21.1 100.0 5 .4 94.6 

1965 21.6 19,8 100.0 8.2 91.8 

Sources Department of S t a t i s t i c s and Census, Series E No. 1 , Publlo Treasury and Finance. 
1958-1964. 

y Figures not avai lable . / L o a n s made 
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Loans made by banks f o r i n d u s t r i a l purposes inc reased cons ide rab ly 

i n t h e p e r i o d 1958-1965. I n 1958 they t o t a l l e d 6 . 7 m i l l i o n ba lboas, 

and accounted f o r 8 . 4 per cent o f t o t a l lbaf is ' , w h i l e i n 1965 t h e va lue 

inoreased t o 21.6 m i l l i o n ba lboas , arid t h e percentage o f t o t a l loans 

went up' to" 1 1 ; 0 . -

' P r i v a t e banks have a lways been respons ib le f o r t h e m a j o r i t y o f 

i n d u s t r i a l l o a n s , and have accounted on average: f o r more than 90 per cent 

o f the t o t a l * 

The r a t e o f i n t e r e s t on bank loans was kept a t 6 per cent f o r many 

y e a r s , and went up t o 7 pe r cent i n t he second h a l f o f 1962J i t has s ince 

s tayed a t t h i s r a t e , which i s t he maximum a l lowed by l a w . However, 

w i t h i n t h e c i r c l e s o f bank loans i t i s p o s s i b l y t o charge an a d d i t i o n a l 

1 per cent f o r s e r v i c e s , wh ich makes an e f f e c t i v e i n t e r e s t r a t e of 8 per 

cent, on the m a j o r i t y .o f loans, made. . A r e - s t r u c t u r a t i o n o f i n t e r e s t r a t e s 

may be c a r r i e d ' ou t I n t h e future whereby t h e l e g a l ' maximum w i l l ' b e •/.-. 

r a i s e d t o 1 0 per c e n t . T h i s means t h a t i n a c e r t a i n p e r i o d o f t ime the 

r a t e charged on i n d u s t r i a l l oans may g r a d u a l l y r i s e t o 10 per c e n t . 

T h i s would have an e f f e c t on e n t e r p r i s e s which are about t o be e s t a b l i s h e d , 

and whose r e t u r n were 10 per cent o r l e s s j i f 10 per cent were t h e market 

r a t e o f i n t e r e s t , i n v e s t o r s would not go th rough w i t h i n d u s t r i a l p r o j e c t s 

wh ich would g i ve t h e same r e t u r n . 

However, i f t h e r a t e o f i n t e r e s t * o n loans rose t o 10 per cent and 

t h e r a t e p a i d on sav ings depos i t s rose t o '5 per c e n t , these r a t e s xtould 

be h ighe r t h a n those i n many o t h e r c o u n t r i e s , and w i t h f r e e movement o f 

c a p i t a l i t can be expected t h a t d e p o s i t s , as "wel l as f o r e i g n investment 

would inc rease i n Panama, 

The r i s e i n t he number and amount o f i n d u s t r i a l l oans has been due 

t o c e r t a i n obvious cause's. On t h e one hand, t h e demand'on the p a r t o f 

e s t a b l i s h e d i n d u s t r i a l e n t e r p r i s e s has gone up as a r e s u l t o f t h e i r 

process o f expansion o f ' i n s t a l l e d c a p a c i t y , because o f l a c k o f l i q u i d 

asse ts i n t h e case o f some' companies, and t h e i n t e n t i o n t o renew p a r t o f 

t h e i r f i x e d c a p i t a l . -

A t t h e same t i m e , t h e inc rease i n t h e number o f i n d u s t r i a l e n t e r p r i s e s 

has , o f cou'rse, inc reased t h e number of* a p p l i c a t i o n s f o r l oans , -

— / T a b l e 17 



Table 17 

PANAMA: RELATION BETWEEN'RATES OP INTEREST ON BANK LOANS AND ON BANK DEPOSITS 

(In thousands of balboas) 

Years, and 
quarters 

Rates 
(Percentages) 

Amouunts of loans 

On loans On deposits Industrial Others 
V 

1961 

I 

n 
HI 

vt 

1562 

I 
II 
in 

IV 

1963 
i 
11 
ni 
ur 

1964 
1 
11 
in 
IV 

1965 
1 

6 
6 

6 

6 

6 

6 
7 
7 

2 
2 

2 

"2 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 

> 3 
< 5,7 

7.1 

8.3 

8.8 
9.2 

10.2 

9.0 

16.2 

17.2 

16.0 

17.5 

18.6 

17.0 
16.8 

19.7 

18.6 

9^9 
97.3 

96.5 
100.3 

103.4 
104,7 

108.7 
111.4 

106.6 
108.8 
116.8 

122.0 

126.3 

129.3 

133.9 

141.3 

147.3 

a/ Inoludes overdrafts until the fourth quarter of 1963. Also inoludes the amounts of 
loans to agriculture end to commerce. 

/On the 
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On the o the r hand, t h e banking sec tor has inc reased t h e a v a i l a b i l i t y 

o f funds , f i r s t o f a l l by fo rming new banks, and secondly by r ecogn i z i ng 

t h e s e c u r i t y and p o s s i b i l i t i e s o f p r o f i t i nhe ren t i n i n d u s t r i a l l o a n s . 

However, t h e r e i s s t i l l no f i x e d and w e l l - d e f i n e d p o l i c y f o r 

f i n a n c i n g i n d u s t r i a l development. An e f f e c t i v e p o l i c y should i n c l u d e the 

f i x i n g o f p r i o r i t i e s f o r bank l o a n s , more favou rab le r a t e s o f i n t e r e s t on 

l o a n s t o i n d u s t r y , i n d u s t r i a l s tudy cen t res w i t h i n banks t o s tudy t h e 

s e t t i n g up o f new i n d u s t r i e s , as w e l l as a p o l i c y t o a t t r a c t f o r e i g n 

c a p i t a l t o i n d u s t r y . 

Because o f t he s p e c i a l s i t u a t i o n i n the Panamanian monetary system, 

i t i s no t p o s s i b l e t o fo resee c l e a r l y t h e f u t u r e pa th t h a t bank ing w i l l 

t a k e w i t h r e g a r d t o i n d u s t r i a l f i n a n c i n g . 

6 . T a x a t i o n p o l i c y 

The F i s c a l Code o f Panama, where i t concerns income t a x ( l aw N° 9 o f 

December 23> 1964) and .the income t a x r e g u l a t i o n s con ta ined i n t h e 

F i s c a l Code (Decree 60 o f June 28, 1965) do no t d i s t i n g u i s h among 

d i f f e r e n t economic s e c t o r s , bu t do make a d i s t i n c t i o n between i n d i v i d u a l s 

and companies. 

Decree N® 60, wh ich governs income t a x r e g u l a t i o n s , does i n c l u d e 

some paragraphs which dea l s p e c i f i c a l l y w i t h c e r t a i n k i n d s o f companies, 

such as sh ipp ing l i n e s , insurance companies and companies e s t a b l i s h e d i n 

t h e Free Zone o f Col f in, bu t these r e f e r t o t a x a b l e income r a t h e r t h a n t o 

an a t tempt a t d i f f e r e n t i a t i n g among economic s e c t o r s . 

Government r e g u l a t i o n s concern ing d e p r e c i a t i o n appear i n 

Decree N° 60 under paragraphs 57 t o 71. The genera l r e g u l a t i o n s s t a t e 

t h a t d e p r e c i a t i o n i s d e d u c t i b l e when i t a f f e c t s goods employed by t h e 

taxpayer i n h i s bus iness , i n d u s t r y , o r p r o f e s s i o n , and/or i n a c t i v i t i e s 

r e l a t e d t o t h e p r o d u c t i o n o f t axab le income. D e p r e c i a t i o n , t h e r e f o r e , 

i s no t d e d u c t i b l e a t a l l i n t he case o f wear, age, o r d e t e r i o r a t i o n o f 

goods which produce exempt incomes. 

D e p r e c i a t i o n i s c a l c u l a t e d on the bas i s o f cos t and o f permanent 

improvement c a r r i e d o u t . The Cost i n c l u d e d expenses i n c u r r e d i n t h e 

purchase, i n s t a l l a t i o n , and assembly o f t h e a r t i c l e ; expenses such as 

/commiss ion on 
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commission on purchase, the cos t o f insurance and o f t r a n s p o r t t o t h e 

i n s t a l l a t i o n s i t e , customs d u t i e s and s i m i l a r c o s t s / payment t o t e c h n i c i a n s 

f o r assembl ing and s t a r t i n g , t h e cos t o f p rev ious surveys and o f p r e p a r i n g 

t h e i n s t a l l a t i o n , and o f i n t e r e s t a c t u a l l y p a i d - d u r i n g t h e p e r i o d o f 

c o n s t r u c t i o n . "When permanent improvement s are c a r r i e d out which may 

cons ide rab l y p ro long t h e u s e f u l l i f e o f t he d e p r e c i a b l e a r t i c l e , t h e va lue 

on wh ich d e p r e c i a t i o n i s c a l c u l a t e d , i s t he undeprec ia ted ba lance, p l u s 

t h e cos t o f t h e improvement, -

D e p r e c i a t i o n - is f i x e d annua l l y by c a l c u l a t i n g t h e probable number o f 

years o f u s e f u l l i f e o f t h e dep rec iab le a r t i c l e up t o t h e maximum f i x e d 

i n paragraph 65 o f t h e Decree, For f i s c a l purposes d e p r e c i a t i o n may be 

c a l c u l a t e d a t the t a x p a y e r ' s cho ice i n the f o l l o w i n g way: 

(a ) By a p p l y i n g a f i x e d and constant percentage o f t h e t o t a l 

i n ves tmen t , 

(b ) By a p p l y i n g a f i x e d and constant percentage o f the decreas ing 

amount o f t he va lue o f t h e t o t a l i nves tmen t , 

( c ) By a p p l y i n g t h e system o f adding t he f i g u r e s . 

I f t h e second method i s used , the percentage should no t be h i ghe r 

t h a n t h e one g i v e n i n t h e t a b l e o f paragraph 6 5 , p l us 25 per c e n t . 

Once t h e taxpaye r has chosen a method f o r a c e r t a i n a r t i c l e , i t 

cannot be changed, and the d e p r e c i a t i o n on r e v a l u a t i o n o f dep rec iab le goods 

i s not p e r m i t t e d as a d e d u c t i b l e c o s t . 

Paragraph 70 dea ls w i t h t h e d e p r e c i a t i o n o f o r g a n i z a t i o n cos ts and 

o the r i n t a n g i b l e asse t s , s t i p u l a t i n g t h a t o r g a n i z a t i o n cos ts may be 

deducted i n the f i s c a l yea r i n wh ich t hey are i n c u r r e d or p a i d , or 

amor t i zed i n f i v e successive annual quotas , whichever t he taxpayer p r e f e r s . 

The deduc t i on o f a m o r t i z a t i o n on key r i g h t s , concess ions, t r a d e marks, 

i n d u s t r i a l pa ten t s and fo rmu las , and s i m i l a r i n t a n g i b l e assets i s not 

p e r m i t t e d , whether o r n o t these have a c t u a l l y been p a i d by t he t a x p a y e r . 

Paragraph 28 s t a t e s t h a t amounts c a l c u l a t e d as r e v a l u a t i o n o f 

assets by means o f s imple e n t r i e s i n accounts are not cons idered as gross 

income. 
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7» T e c h n o l o g i c a l r esea rch 

The Cen t re f o r I n d u s t r i a l Development and P r o d u c t i v i t y i s t h e 

government o r g a n i z a t i o n i n charge o f d e v e l o p i n g t e c h n o l o g i c a l research® 

For t h i s purpose i t works i n c o n j u n c t i o n w i t h t h e N a t i o n a l U n i v e r s i t y 

and Government l a b o r a t o r i e s i n o rde r t o supp l y i n v e s t o r s w i t h t h e 

i n f o r m a t i o n t h e y r e q u i r e . 

S ince t h e end o f 1964, t h e T e c h n i c a l A s s i s t a n c e Department o f t h e 

Cent re has c o n c e n t r a t e d on d raw ing up p r a c t i c a b i l i t y s u r v e y s . T h i s 

i s p a r t l y due t o t h e f a c t t h a t t h e N a t i o n a l Bank o f Panama has r e c e i v e d 

a l o a n f rom t h e IDB s p e c i a l f u n d , f o r f i n a n c i n g p a r t o f t h e f i x e d 

i nves tmen t i n s e t t i n g up new i n d u s t r i e s and i m p r o v i n g e x i s t i n g ones, and 

a l s o due t o t h e g r e a t wave o f peop le i n t e r e s t e d i n a l l k i n d s o f i n d u s t r i a l 

i n v e s t m e n t . The Cent re p repares p r a c t i c a b i l i t y su rveys a t t h e reques t 

o f t h e N a t i o n a l Bank, s i nce t h e Bank r e q u i r e s s t u d i e s and p r o o f s t h a t 

guarantee t h e q u a l i t y o f t h e i nves tmen ts i t i s p repa red t o f i n a n c e . 

A s s i s t a n c e i s a l s o g i v e n t o p r i v a t e i n v e s t o r s w i s h i n g t o i n v e s t i n 

i n d u s t r y who l a c k t h e necessary exper ience o r knowledge o f i n i t i a l 

p l a n n i n g p rocedure s , 

I n t h e s h o r t t i m e t h a t t h e Cent re has been p r e p a r i n g p r a c t i c a b i l i t y 

su r veys , t h e f o l l o w i n g have been completed: t he manufac tu re o f conc re te 

b l o c k s ; a lumin ium r o o f s ; r i c e m i l l i n g ; expans ion o f s p i c e - p a c k i n g 

i n d u s t r i e s ; a s a d d l e r y i n d u s t r y ; and a honey i n d u s t r y . 

The Cent re a l s o c a r r i e s o u t s p e c i a l r e s e a r c h such as s e c t o r a l 

a n a l y s e s , surveys o f f i n a n c i a l o r g a n i z a t i o n s , and l o c a t i o n su rveys , b o t h 

f o r new e n t e r p r i s e s as w e l l as f o r e s t a b l i s h e d ones . 

S t a n d a r d i z a t i o n 

I n Panama t h e r e i s no o r g a n i z a t i o n whatsoever concerned w i t h t h e 

f i x i n g i n d u s t r i a l s t anda rds , t h u s making q u a l i t y c o n t r o l o f d i f f e r e n t 

p r o d u c t s v e r y d i f f i c u l t . 

Because o f t h e impor tance o f r e g u l a t i n g q u a l i t y s t anda rds , t h e 

Cent re f o r I n d u s t r i a l Development and P r o d u c t i v i t y (CDPI) has approached 

s e v e r a l f o r e i g n agenc ies wh ich s p e c i a l i z e i n q u a l i t y c o n t r o l , w i t h a 
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v i ew t o p l a c i n g them i n con tac t w i t h Panamanian i n d u s t r i e s and o b t a i n i n g 

op in ions on s t a n d a r d i z a t i o n t o be passed on t o r e l e v a n t i n s t i t u t i o n s f o r 

l o c a l a d a p t a t i o n . The main source o f i n f o r m a t i o n on s t a n d a r d i z a t i o n , 

w i t h standards t h a t are more adaptable t o t h e Panamanian economic 

s i t u a t i o n , i s t h e C e n t r a l American I n s t i t u t e f o r I n d u s t r i a l Research 

and Technology ( I C A I T I ) , w i t h headquarters i n Guatemala. 

When I C A I T I draws up new;standards, these are d i s t r i b u t e d i n 

C e n t r a l America and i n Panama* On r e c e i v i n g these s tandards , t h e CDPI 

c l a s s i f i e s them f o r f u t u r e re fe rence and d i s t r i b u t e s them among l o c a l 

i n s t i t u t i o n s and i n d u s t r i e s , i n v i t i n g comments so t h a t t h e Centre can 

recommend changes o r m o d i f i c a t i o n s t o I C A I T I . By t h i s method, Panamanian 

i n d u s t r i a l i s t s have t h e chance t o i n f l u e n c e t h e f i n a l d e c i s i o n - o n 

standards wh ich w i l l e v e n t u a l l y be a p p l i e d t o t h e i r p r o d u c t s . However, 

t he p l a n has no t been v e r y - e f f e c t i v e , s ince Panamanian i n d u s t r i a l i s t s 

have ignored t h e r e q u i r e d s tandards, and i n t h e m a j o r i t y o f cases have 

no t commented on t h e s tandarda presented t o them, 

9* A r t i s a n s h i p and sma l l - s ca l e i n d u s t r y 

The p a r t p layed by a r t i s a n workshops and sma l l i n d u s t r i e s i n t he 

c o u n t r y ' s economic growth i s one o f extreme impor tance, s ince on t h e one 

hand t h e y manufacture a cons iderab le v a r i e t y o f p roduc ts and p rov ide 

work and a way o f l i v i n g f o r a h i g h percentage o f t h e p o p u l a t i o n , and on 

t h e o the r t h e y make up a l a r g e segment o f t he i n f r a s t r u c t u r e which i s 

i nd i spensab le f o r a comprehensive i n d u s t r i a l i z a t i o n p rocess . 

The i 9 6 0 Census p laced the f i g u r e o f home i n d u s t r i e s o r a r t i s a n 

workshops o f t h e f a m i l y type i n t h e coun t ry a t 14 ,829 . A l though no 

exact i n f o r m a t i o n i s a v a i l a b l e concern ing t h e number o f persons who work 

i n such i n d u s t r i e s , t h e t o t a l undoubtedly passes t h e 25,000 mark. I t 

must be mentioned t h a t t h i s t ype o f home i n d u s t r y o r a r t i s a n s h i p i n t he 

m a j o r i t y o f cases i s a supplementary a c t i v i t y f o r t h e people i n v o l v e d , 

and does no t rep resen t permanent o r r e g u l a r employment th roughout t h e 

y e a r . 
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I t has been c a l c u l a t e d t h a t t he o the r purely a r t i s a n sec to r - t he 

p roduc t i on o f "molas" , a m ix tu re o f toas ted f l o u r and s a l t - o f t he 

Kunas Ind ians i n San B i a s , employs approx imate ly 7,000 women. 

Accord ing t o the f i g u r e s f o r December 1963, t he re were 

2,310 estab l ishments making up t h e . c o u n t r y ' s manufactur ing i n d u s t r y , 

o f which 2,072 employed l e s s t h a n 15 persons each. The t o t a l number o f 

persons employed i n t h e manufactur ing i n d u s t r y was 17,623, o f which 

5,834 were employed i n the 2,072 es tab l ishments t h a t employed l e s s t h a n 

15 persons, which means t h a t these smal l manufactur ing en te rp r i ses 

accounted f o r 89,6 per cent o f t h e t o t a l number o f es tab l i shments , and 

employed 3 3 . 1 per cent o f the t o t a l number o f persons employed i n t he 

s e c t o r . 

I n s h o r t , t he number o f employed persons a t t he end o f 1964 i n 

sma l l i n d u s t r i e s , a r t i s a n workshops, and home workshops or i n d u s t r i e s , 

amounted t o some 40,000 and accounted f o r almost 90 per cent o f t he 

coun t ry *s t o t a l i n d u s t r i a l l abour f o r c e . 

Because o f the s e c t o r ' s importance, t he re i s an urgent need t o 

develop a r t i s a n s h i p and sma l l - sca le i n d u s t r y as a way o f reduc ing 

unemployment and o f improv ing p roduc t i on resources . Na t i ona l a u t h o r i t i e s 

have reached the conc lus ion t h a t i n order t o dea l w i t h t h i s urgent 

need i t i s necessary t o set up a s p e c i a l se rv i ce on a n a t i o n a l sca le , 

w i t h i n the genera l framework o f t he count ry*3 development o r g a n i z a t i o n s . 

Th is serv ice would be s i m i l a r t o t he ones i n c o u n t r i e s which have had 

more exper ience o f t h i s problem, and would be concerned w i t h the development 

promot ion, improvement, and d i v e r s i f i c a t i o n o f t h e work and p roduc t i on 

o f smal l i n d u s t r i e s and a r t i s a n workshops. 

The urgent o b j e c t i v e s were then es tab l i shed which the Government's 

p l a n would have t o dea l w i t h , such as the t r a i n i n g o f personne l , 

co~operat iv ism, the u s e . o f n a t i o n a l raw m a t e r i a l s , increase i n p r o d u c t i o n 

and market o r g a n i z a t i o n , a l l w i t h the aim o f s a t i s f y i n g t he popu la t i on *s 

demand f o r goods and s e r v i c e s , apar t f rom c r e a t i n g new sources o f 

employment, e s p e c i a l l y i n r u r a l a reas . 
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W i t h a" v i ew t o a c h i e v i n g such g o a l s , i t was cons idered necessary 

t o seek t h e h e l p o f t he U n i t e d Nat ions Spec ia l ' Fund so t h a t a l o n g - t e r m 

programme c o u l d ' b e c a r r i e d ou t wh ich would a l l o w i n t e g r a l development o f 

a r t i s a n s h i p and s m a l l - s c a l e i n d u s t r y . 

W i t h t h e c o l l a b o r a t i o n of- ILO and t h é Panamanian I n s t i t u t e f o r 

Development^ t he Cent re f o r I n d u s t r i a l Development and P r o d u c t i v i t y i n 

A p r i l 1965 prepared a " P r o j e c t ¡for the E s t a b l i s h i n g o f a N a t i o n a l Se rv i ce 

f o r A r t i s à n s h i p and Sma l l - s ca le i n d u s t r i e s " (SENAPI). The P r o j e c t 

r e c e i v e s a i d f r o m t h e U n i t e d Nat ions S p e c i a l Fund f o r a p e r i o d ' o f f o u r 

y e a r s , a f t e r wh i ch i t w i l l con t inue w i t h a comp le te l y n a t i o n a l s t a f f . 

Thé t o t a l cos t o f t he P r o j e c t i s 1 , 6 7 3 , 3 1 0 ba lboas , d i v i d e d as 

f o l l o w s : 

Balboas 

. S p e c i a l Fund 960,950 
l o c a l expenses - Panamanian Government 103,950 
C o n t r i b u t i o n - Panamanian Government 717*360 
One o f thé most i m p o r t a n t t a s k s o f t h e S p e c i a l Fund P r o j e c t i s 

t he t r a i n i n g o f n a t i o n a l o f f i c i a l s t o take ove r a l l t he r e s p o n s i b i l i t i e s 

o f SENAPI when t he i n t e r n a t i o n a l expe r t s o f t h e S p e c i a l Fund f i n i s h t h e i r 

m i s s i o n . The P rO jèc t w i l l have two main f u n c t i o n s , one o f resea rch , 

s t u d y , p r e p a r a t i o n , programming, and p l a n n i n g , and t he o t h e r o f t e a c h i n g 

and t r a i n i n g ; b o t h f u n c t i o n s ' w i l l be c a r r i e d on at- t he same t i m e , 

SENHPI w i l l ' i iàvé two t e c h n i c a l u n i t s f o r s e r v i c e s : one f o r r esea rch , 

programming, management, p romo t i on , and c o n t r o l , and t h e o t h e r f o r t h e 

t r a i n i n g o f p e r s o n n e l , i n s t r u c t i o n , and expans ion o f s e r v i c e s . The f i r s t 

u n i t w i l l have t h e f o l l o w i n g s p e c i f i c f u n c t i o n s : 

- To compi le and m a i n t a i n u p - t o - d a t e r e p o r t s on t h e wa in p roduc ts 

o f t h e c o u n t r y ' s a r t i s a n Workshops and s m a l l - s c a l e i n d u s t r i e s , 

- To c a r r y . o u t market r esea rch a t home and abroad f o r these 

p r o d u c t s , 

- To c a r r y ou t p r a c t i c a b i l i t y surveys f o r improved development o f 

t h i s t ype o f i n d u s t r y , 

r Tp s t u d y . t h e l a b o u r market and o t h e r f a c t o r s wh ich may a f f e c t 

t h e P l a n , 
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- To analyse economic research and r e p o r t s f rom I n d u s t r i e s which 

may be d i r e c t l y i n t e r e s t e d i n a r t i s a n s h i p and s m a l l - s c a l e i n d u s t r y . 

- To co-operate i n , and t o ca r r y ou t and promote research which 

g i ves g r e a t e r scope f o r n a t i o n a l raw m a t e r i a l s . 

- To p l an the most e f f i c i e n t marke t ing o f p r o d u c t s . 

- To p l a n more e f f i c i e n t techn iques o f manufacture . 

The second u n i t w i l l be equipped w i t h a Model T r a i n i n g and Produc t ion 

Cen t re , and w i l l c a r r y ou t the f o l l o w i n g s p e c i f i c f u n c t i o n s ; 

- To prepare t each ing programmes and p r a c t i c a l exerc ise f o r SENAPI 

courses. 

- To g i ve bas ic t r a i n i n g t o cand idates f o r i n s t r u c t o r s o r teachers 

o f manual a r t s o f the M i n i s t r y o f Educa t ion . 

- To g i v e supplementary t r a i n i n g ( p r a c t i c a l and t h e o r e t i c a l ) t o 

persons employed i n a r t i s a n s h i p and sma l l - s ca l e i n d u s t r i e s , a t 

d i f f e r e n t l e v e l s . 

- To organ ize and superv ise the expansion o f s e r v i c e s t o a r t i s a n 

workshops and sma l l i n d u s t r i e s i n r u r a l and urban areas, thus 

guarantee ing d i r e c t adv iso ry se r v i ces i n workshops and f a c t o r i e s . 

- To g i v e t e c h n i c a l advice on c o - o p e r a t i v e work t o o rgan ized g roups . 

- To adv ise a r t i s a n s and sma l l - s ca l e I n d u s t r i a l i s t s on -the g e n e r a l 

o r g a n i z a t i o n o f t h e i r a c t i v i t i e s , i n c l u d i n g business a d m i n i s t r a t i o n , 

accoun t ing , c o s t i n g , i n v e n t o r i e s , and o t h e r s i m i l a r aspec ts . 

SENAPI w i l l have an ex t remely f l e x i b l e s t r u c t u r e , and w i l l be able t o 

adapt i t s e l f t o the most u rgen t needs f o r t e c h n i c a l ass is tance i n t r a i n i n g , 

adv i so ry s e r v i c e s , as w e l l as i n c a r r y i n g ou t s p e c i f i c s tud ies r e q u i r e d by 

c e r t a i n s e c t o r s o f the economy. 

Th i s concent ra ted e f f o r t o f t h e N a t i o n a l Government w i t h Un i ted Nat ions 

h e l p , w i l l a c t i v a t e t h e p r o d u c t i v i t y o f sma l l - sca le i n d u s t r i e s and a r t i s a n s 

i n such a way t h a t t h e i r share i n i n d u s t r i a l development w i l l i nc rease , and 

a t t h e same t ime w i l l h e l p so lve the acute prob lem o f unemployment. 
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V I . DIRECT FOREIGN "INVESTMENT IN PANAMA 

1» Types of investment and c l a s s i f i c a t i o n o f e n t e r p r i s e s 

The term " d i r e c t i nves tmen t " i s a p p l i e d t o investment which aims a t 

e s t a b l i s h i n g o r i n c r e a s i n g permanent p a r t i c i p a t i o n i n an e n t e r p r i s e } i t 

i m p l i e s a c e r t a i n amount o f government c o n t r o l . 

W i t h p o r t f o l i o inves tments , the i n v e s t o r does ho t i n t e n d t o p l a y 

an impor tan t p a r t i n managing the company* s p o l i c y j t h e mot ives f o r such 

investments are more l i k e l y t o be t h e n e g o t i a b i l i t y o f shares , y i e l d , t h e 

p o s s i b i l i t y of c a p i t a l g a i n s , t a x concessions, p o s s i b l e changes i n r a t e s 

o f exchange, o r a secure d e p o s i t o f c a p i t a l . 

Fo re ign investment i n r e s i d e n t e n t e r p r i s e s w i t h d i r e c t investment 

cons i s t s o f t^ro k i n d s o f c a p i t a l : d i r e c t c a p i t a l i nves tmen t , and o t h e r 

c a p i t a l , i nves tmen ts . 

D i r e c t c a p i t a l investment i s the ( ne t ) investment b y f o r e i g n e r s who 

have a no tab le i n f l u e n c e i n the p o l i c y o f t h e e n t e r p r i s e ; i t i n c l u d e s any 

investment i n branch companies, 

"Other c a p i t a l i nves tments " i n e n t e r p r i s e s w i t h d i r e c t investment 

i n c l u d e the c a p i t a l i n v e s t e d by o t h e r f o r e i g n e r s i n these e n t e r p r i s e s , 

whose c a p i t a l h o l d i n g s are 50 per cent o r more t h a n the t o t a l , b u t where 

an o rgan ized group o f shareholders does no t e x i s t . 

The Department o f S t a t i s t i c s and Census c a r r i e d o u t a survey o f 

f o r e i g n investment i n Panama, wh ich covered t h e years 1961 t o 1964. 

I n 1961, 133 e n t e r p r i s e s were se l ec ted , 112 o f which were e n t e r p r i s e s 

w i t h d i r e c t f o r e i g n inves tment ; o f t hese , 38 were branches, 36 were 

s u b s i d i a r i e s and 28 were o t h e r e n t e r p r i s e s w i t h d i r e c t inves tment . The 

remainder were e n t e r p r i s e s w i t h p o r t f o l i o investment and f o r e i g n c a p i t a l 

i n assoc ia ted companies. 

I n 1964, 158 e n t e r p r i s e s were se lec ted ; 126 were c l a s s i f i e d as 

e n t e r p r i s e s w i t h d i r e c t f o r e i g n inves tment , o f which 43 were branches, 

43 were s u b s i d i a r i e s and 40 were o t h e r e n t e r p r i s e s w i t h d i r e c t i nves tmen t . 

The remainder were e n t e r p r i s e s w i t h p o r t f o l i o investment and f o r e i g n c a p i t a l 

i n assoc ia ted companies. 
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2 , investment i n d i f f e r e n t economic sec to rs 

Of t he 105 e n t e r p r i s e s s t u d i e d i n 1961, 51 belonged t o the sec to r 

commerce, 23 t o t h e manufac tu r ing i n d u s t r y , 11 t o s e r v i c e s , 10 t o t r a n s p o r t , 

and the remainder t o misce l laneous a c t i v i t i e s . I n 1964, o f t h e 

123 e n t e r p r i s e s s t u d i e d , 54 belonged t o commerce, 3 1 t o the manufac tu r ing 

i n d u s t r y , 14 t o s e r v i c e s , 15 t o t r a n s p o r t , and the r e s t t o misce l laneous 

a c t i v i t i e s . I t w i l l be seen t h a t i n bo th yea rs e n t e r p r i s e s i n commerce 

accounted f o r almost 50 pe r cent o f t h e e n t e r p r i s e s under s tudy , and 

t o g e t h e r w i t h those i n manu fac tu r ing , t hey accounted f o r about 70 per 

cent o f the t o t a l . These f i g u r e s do no t i n c l u d e banks, nor t h e e n t e r p r i s e s 

i n the Free Zone o f Colón, because o f t he s p e c i a l ope ra t i ng c o n d i t i o n s o f 

these e n t e r p r i s e s . 

3 . T o t a l amount o f d i r e c t f o r e i g n investment 

At December 31 , I 960 , the t o t a l amount o f d i r e c t f o r e i g n investment 

i n the e n t e r p r i s e s under s tudy was 114*5 m i l l i o n ba lboas . The g r e a t e r 

q u a n t i t i e s were r e g i s t e r e d i n a g r i c u l t u r e , w i t h 53«8 m i l l i o n ba lboas; 

e l e c t r i c i t y , w i t h 29.5 m i l l i o n ; and commerce, w i t h 20 ,8 m i l l i o n ba lboas . 

Investment i n the manufac tur ing i n d u s t r y was o n l y 6 ,5 m i l l i o n ba lboas. 

The heavy f o r e i g n inves tment i n a g r i c u l t u r e i s due e x c l u s i v e l y t o the 

p l a n t a t i o n s operated by t h e Un i ted F r u i t Co. i n t he Prov inces o f C h i r i q u i 

and Bocas d e l T o r o I n e l e c t r i c i t y , t h e i n v e s t o r i s the American Fo re ign 

Power Co. which supp l i es power t o t he c i t i e s o f Panamá and Colón. 

As can be seen, t he major p a r t o f investment i s i n s u b s i d i a r i e s , 

e s p e c i a l l y i n a g r i c u l t u r e and e l e c t r i c i t y . 

D i r e c t f o r e i g n inves tment i n 1964 had changed i t s na tu re cons ide rab l y . 

Heavy investment i n the c o n s t r u c t i o n o f tho Panama Re f i ne ry inc reased f o r e i g n 

investment i n manufac tu r ing i n d u s t r y t o 56.3 m i l l i o n ba lboas , making t h e 

sec to r second i n impor tance f o r f o r e i g n i nves tmen t . Investment i n commerce 

inc reased t o 31 .6 m i l l i o n ba lboas , and i n a g r i c u l t u r e , t o 64.5 m i l l i o n . The 

t o t a l r e s u l t was an inc rease i n f o r e i g n investment t o 194»7 m i l l i o n ba lboas 

a t December 31 , 1964. 
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Table 18 

PANAMA: TOTAL AMOUNT OP DIRECT FOREIGN INVESTMENTS, CLASSIFIED INTO SECTORS 2/ 
(AT DECEMBER 3 I , 1964) 

(In million*; of balboas) 

Economic sectors Total Branches Subsidiaries Others 

Total 194.7 20.5 117.2 5 7 . 0 

0 Agriculture, forestry , hunting, 

and fishing 64.5 64 .3 0 . 2 

2-3 Manufacturing Industry 56 .3 0«3 3 . 5 52 .5 

4 Construction 1*3 1 .0 0 . 3 

5 E lec t r i c i ty» gas, water and 

sanitary services 3 6 . 6 0 . 6 36.O 

6 Commerce 3 1 . 6 15*9 11*6 4 . 1 

7 Transport, warehousing, and communications 2 .8 2 .6 0 . 1 0 . 1 

8 Services 1 . 6 0 . 1 1 .4 0 . 1 

Banks are not included. 

Of t he t o t a l amount i n v e s t e d , 180.9 m i l l i o n balboas came f rom the 

Un i t ed Sta tes o f America, which i s not unusual cons ide r i ng the c lose t i e s 

which e x i s t between the U n i t e d S ta tes and Panama. Un i t ed Kingdom investment 

amounted t o 6 . 0 m i l l i o n ba lboas, and t h a t o f Sw i t ze r l and t o 5*0 m i l l i o n 

ba lboas . Investment f rom o t h e r c o u n t r i e s was o f l i t t l e s i g n i f i c a n c e . 


