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PROJECT AUTHORIZATION
 

Name of Country: Panama
 

Name of Project: Investment Council of Panama
 

Number of Project: 525-0239
 

Number of Loan: 525-W-054
 

1. 
Pursuant to Section 106 of the Foreign Assistance Act of 1961, as amended,

I hereby authorize the Investment Council of Panama project for Panama
 
involving planned obligations of 
not to exceed Three Million Seven Hundred
 
Seventy Three Thousand United States Dollars 
($3,773,000) in loan funds
 
("Loan") and Two Hundred Thousand United States 
Dollars ($200,000) in grant

funds 
("Grant") over a four year period from date of authorization, subject to
 
the availability of 
fu!ids in accordance with AID OYB/allotrmnt peocess, to
 
help in financing foreign exchange and local currency costs for the project.
 

2. The project ("Project") conslstn of support to the Investment Council of
 
Panama (ICP) in the areas of (i) institutional developmcnL (ii) policy and
 
strategy, (iii) investmont promotion, and (iv) 
investor services to strengthen

the ICP's capacity to promote and service 
new export-oriented and domestic
 
investment in Panama.
 

3. 
The Project Agreement, which may be negotiated and executed by the officer
 
to whom such authority is delegated in accordance with AID regulations and
 
Delegations of Authority, shall be subject to the following essential terms
 
and major conditions together with such other terms 
and conditions as AID may
 
deem appropriate.
 

a. Interest Rate and Terms of Repayment
 

The GOP shall repay the Loan to AID in U.S. Dollars within twenty (20)
 
years from the date of first disbursement of the Loan, including a grace

period of not to exceed ten (10) years. The GOP shall pay to AID in U.S.
 
Dollars interest from the date of first disbursement of the Loan at the
 
rate of (i) two percent (2) per annum during the first ten (10) years,

and (ii) three percent (3%) per annum thereafter, on the outstanding

disbursed balance of the Loan and on any due and unpaid interest accrued
 
thereon.
 

b. 
 Source and Origin of Commodities, Nationality of Services (Loan)
 

Commodities financed by AID under the Loan shall have their 
source and
 
origin in Panama or in countries included in AID Geographic Code 941,

except as AID may otherwise agree in writing. 
 Except for ocean shipping,
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the suppliers of com.odities or services financed by AID under the Loan
 
shall have Panama or countries included in AID Geographic Code 941 as
 
their place of nationality, except as AID may otherwise agree in writing.
 
Ocean shipping tinanced by AID under the Loan shall be financed only on
 
flag 	vessels of Panama or countries included in AID Geographic Code 941,
 
except as AID may otherwise agree in writing.
 

c. 	 Source and Origin of ConvoditieE, Nationality of Services (Grant)
 

Commodities financed by AID under the Crant shall have their source and
 
origin in Panama or in the United States, except as AID may otherwise
 
agree in writing. Except for ocean shipping, the suppliers of commodities
 
or services financed by AID under the Grant shall have Panama or the
 
United States as their place of nationality, except as AID may otherwise
 
agree in wiriting. Ocean shipping financed by AID under the Grant shall be
 

financed only on flag vessels of the United States, except as AID may
 
otherwise agree in writing.
 

d. 	 Conditions Precedent to First Disbursement (Loan and Grant)
 

Prior to any disbursement, or the issuance of commitment documents under
 
the Project Agreement to finance any Project activitiy, the GOP shall,
 
except as AID may otherwse agree in writing, furnish to AID, in form and
 
substance satisfactory to AID:
 

(1) Evidence that at least 22 professional staff members iriqluding
 
the heads of the ICP offices and the Deputy Director are on
 
board;
 

(2) 	Evidence that a Project Coordinator has been appointed for the
 
ICP;
 

(3) 	An agreement between the Ministry of Commerce and Industry
 
("MICI") and the Investment Council of Panama (ICP) which
 
details MICI's responsibilities and the resources to be
 
committed under the Project and how activities will be
 
coordinated between MICI and the ICP;
 

(4) A legal opinion from the Procurador General to the effect that
 
the ICP has been legally created and constituted under
 
Panamanian law.
 

e. 	 Conditions Precedent toDisbursement (Loan and Grant)
 

Prior to Any disbursement, or the issuance of any commitment documents
 
under the Project Agreement to finance any Project activity cxcept for the
 
procurement of computer equipment and software and the contracting of a
 
project officer by USAID, the GOP shall, except as AID may otherwise agree
 
in writing, furnish to AID, in form and substance satisfactory to AID:
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(1) A financial plan which details Loan, Grant and GOP counterpart
 
funds budgeted for all activities to be carried out over the
 
first year of the Project;
 

(2) 	A quarterly work plan, to be submitted each quarter during the
 
first year of the Project, which details each Project activity
 
to be carried out during such quarter and a budget which details
 
the proposed AID funds for each such activity.
 

f. 	 Recurring Conditions Precedent to Disbursement (Loan)
 

Prior to any disbursement, or the issuance of any commitment document
 
under the Project Agreement to finance any new Project activity, each
 
Project year after the first Project year, the ICP shall, except as AID
 
may otherwise agree in writing, furnirh to AID, in form and substance
 
satisfactory to AID:
 

(1) A financial plan which details Loan, Grant and GOP counterpart
 
funds budgeted for all aztivities to be carried out over such
 
Project year;
 

(2) 	A quarterly work plan, to be submitted each quarter during such
 
year, which details each Project activity to be carried out in
 
such quarter and a budget which details the proposed AID funds
 
needed for each such activity.
 

g. 	 Covenants
 

The GOP shall covenant that, unless AID otherwise agrees in writing,
 
it will:
 

(1) 	Provide budgetary support to the ICP over the life of the
 
Project of not less than the equivalent of US $8,110,000 for
 
Project activities and to provide adequate budgetary support to
 
the ICP for on-going activities after the life of the Project;
 

(2) 	Make reasonable efforts to retain personnel trained under the
 
Project in positions related to investment promotion and/or
 
employment generation.
 

John Lovaas
 
Acting Director
 

/7-1~~
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Abbreviations/Acronym s 
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INTIDO - United Nations I ndustria! Devel ciment Organization 
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PART I. SUMMARY AND RECOMMENDATIONS
 

A. Recommendations
 

The USAID/Panama recommends authorization of a loan/grant of 3.973 million
 
dollars to the Government of Panama (GOP) to strengthen the operational
 
capacity of the Investment Ccincil of Panama to promote and service new
 
export-oriented investment. The Loan will be fully funded in FY 1983. Loan
 
terms include a lO-year grace period, 10-year repayment schedule, and an
 
interest rate of 2% during the grace period and 3% thereafter on the 
outstanding disbursed balance. The project is to be fully disbursed within 48
 
months from the date the conditions precedent to first disbursement have been
 
satisfied.
 

The Borrower will be the Government of Panama. Project implementation 
will be coordinated and carried out by tile Investment Council of Panama (TCP) 
with support from the Policy Research Unit (PARS) and the Directorate of 
Foreign Trade (DICOMEX) of the Ministry of Commerce and Industry (MICI). 
Signatory for the COP will be the Minister of Planning and Economic Policy.
 

B. Project Summary 

The sector goal is to marshall public and priv.1te investment resources to 
increase employment opportunities. The project- purpose is to develop the 
operational capacity of the Investment Council of Panama (ICP) to promote a. 
service new export-oriented investment. The Project will finance training, 
technical assistance, eqipment and materials, and travel/per diem expenses 
with All) loan/grant funds and GOP counterpart fuirls, where appropriate, in 
four activity areas: (I) Policy and Strategies; (2) Investment Promotion; (3) 
Investor Services; and (4) Institutional. Development.
 

Total project funding is 12..083 million, which includes p3.773 million in 
AID loan and ,0.2 million in AID grant funds, and $8.110 million in COP
 
counterpart funds.
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C. 	Financial Summary
 

Project funds will be allocated as follows:
 

Summary Financial Plan
 
(us 4000)
 

COMPONENTS AID/G AID/DL 
 GOP TOTAL
 

1.Policy and Strategies 1,635 1 
 604 2,239
 

2.Investment Promotion 
 1,080 4,13 _2/ 5,217 

3.Investor Services 55 250 305 

4.Institutional Development 20_0- 3/ 1,003 -4/ 3,119 4,322 
Total 200 3,773 8,110 12,083
 

1/ The difference of 
 449,000 between this figure and the figures in 
Table 2 and 3 in Annex II, Section C is accounted for by the fact that 
this figure has been charged to Institutional. Development. 

2/ Includes; salary, publicity, travel, per diem, and representation. 
3/ Evaluation 95,000; AID Project Officer 105,000.
 
_4/ Includes purchase of a computer 420,000. 

The following is a summary of estimated input costs for implementing the
 
planned activities based upon a four-year project:
 

Summary Project Costs by Inputs 
(us $00) 

ELEMENTS 	 AID/G DL TOTALAID GOP 

1.Technical Assistance 200-:/ 2,220 2,420 

2.Training 2/ 1,106 	 1,106
 

3.Equipment & Material 	 -447 235 682 

4.Travel/Per Diem of ICP Staff (400 / ' 491 491 

5.Operational Expenses 
 7,384-:: 7,384
 

Total 200 3,773 8,110 12,083 

]/ Evaluation 95,000; Project Officer 1105,000.

2/ The majority of cost for this element repre;ents on the job training.
 
3/ Computer f420,000; Cars 27,000.
 

71/ Travel }1154,000; Per Diem ,246,000 already included in item 2 
 training.
5/ Salaries, rent, publicity, , IIit es, represeutat:ion, tc . 
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D. Summary Problem Statement
 

The project addresses four major areas which impede foreign and domestic
 

investment in Panama: (1) the need to improve the investment climate of Panama 

through addressing policy and administrative issues; (2) the need to identify 

and disseminate information on those elements which make investment in Panama 

attractive; (3) the need to actively search for foreign and domestic 

investors; and (4) the need to improve and expedite services provided to
 

investors, particularly the processing of documentation and the provision of
 

industrial infrastructure, e.g. water, electricity, roads, port facilities,
 

communications.
 

E. Project Rationale
 

The ICP is the central instrument chosen by the COP and Supported by the 

private sector for increasing export-oriented private investment, for serving 

as the "motor" for an orderly economic development process, and for helbing 
alleviate unacceptably high levels of unemploymtent. It is managed by a Board 

of 13 Directors, 9 of whom are representatives of the private sector. As the 

linch-pin of the burgeoning cooperation between governmenc and private 

enterprise, the Council will play the followin; roles;
 

(1) Promoter of targeted, foreign export-oricnted investment; 

(2) Coordinator of investor support services; 
(3) Initiator of policy studies and prosenratign of results and
 

recommendations to its board; and
 

(4) Source of investment/investor information.
 

The needs addressed by this project are consistent wirh recommendations 
made by all major multi-lateral development agencies, with the assessment and 

recommendations of the U.S. Country Team, and most important, with emergent 

perceptions of the private and public sectors of Panama. 

The (2'OP decision to proceed with the formation and oneration of the ICP 

has been applauded by all but the extreme left and a small core of special
 

interest groups still wedded to pa'rochial protectionism. Even its supporters, 

however, will need reassurance from early and substantial success of ICP 

operations to ensure their continued support. Mloreover, they wilL require 

evidence that the fruits of ICP success will be reasonabiy distri buted over 
the economic spectrum. 

Except for the poss ibi liries which may he offered by tho CBT, the 

institution will inatiurate its activit:ies ar an in.uspicioms mo:ment. 

Worl d-wilde recession, polittcal instability in Central Aerica, uncertainties 
u r 2


regardi ng time 1984 nat ionl elections and growing press s for protect ionism 

in n-,a or ima rk't a rea; arv nor propitious circun:;t ai1c C . ".ne manaemenrC of 

IG', whi In expect ing only ,moderate success durin its fir.r year, anticipates 

that Pann m;a wi Ihpm ici oned to achieve ,nnir qainq a'q !he world enrcrs an 

econt,:iic recovery pk.riu . 
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Given the importance and magnitude of the ICP task, AID/Panama will
 
provide financial support for training, technical assistance, equipment and
 
materials. Cognizant 
 of earlier attempts by the Government of Panama to 
initiate investment promotion withut devoting sufficient resources to those 
efforts, the Mission deems it essential that this new organization be 
professionally staffed, trained and administered during its critical formative 
years. By the end of the project, it is expected that ICP successes will
 
justify continued GOP budgetary support.
 

F. Project Issues
 

Eleven major issues were identified during the design process of the 
project. These are described below (not in rank order) along with the design 
and negotiation efforts to ameliorate or mitigate their negative effects on 
the project. 
 Further details appear in the l)ecailed Projecc Description and
 
Project Implementation ,Arrangements sections.
 

1. Instituticnal:
 

a. ICP Auitonony 
One of the major thrusts behind the creation of the Investment Council 

concerned the need to have an entity with sufficient budgetary stability and 
operational flexibility so as to be capable of coordinatin. an- focusing
investment activities ani brokering between thre vari ous public and private
 
sector actors. An analysis of the enabling decree showed that thne ICP was 
 not 
legally autonomous as had been announced, but was an appendnle of the Ministry 
of the Presidency. 

Although there was initial concern that the ICP was an arm of the
 
Presidency, subseqient events, have shown that the present arran -ent gives
 
more de facto flexibility than would be the case if the ICP were de jure
"autonomo~s". The Mission will be monitoring the progress and implementation 
results of TCP carefully. During the first two years of operation, the 
outlook for long term stability of the ICP, in its present administrative 
configuoration, will ie periodicaIly reviewed. 1Recomnendations will bo made to 
strengthen and maintain its institutional ide ntity and capacities rither 
within the Ministry of the Presidency or by transfoning it, through 
legislative process, to an autonomoils agency. 

b. Fnabl i n Dec ree 
The orig inal CP enabling degree contains a si gnificanr number of 

structural and adminis trative weaknesses (e.g., no terms of office were set 
for board members, the actual powers of the board were not enunrated fully.)
The Mis, inn h :; received conflicti g Ipgal opinions regarding the legality of 
tie decree. Trerefore, a resoiritiOnl of th issue will be so,.',t through the 
definitivC o)pilin of the Attorney (;eneral of Paramann. Given inle well 
estalliseld precedelnt expansion mini st-ries; by e.g.for of dKnc ce, IlICOMEX in 
the Minist-, y of Corure,_ce, satisfacto ry re'olution ibs expected. 
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2. 	 Technical: 

a. 	 Overseas offices 
During the development of the PID, concern was expressed that the ICP 

was going to become involved prematurely in overseas pronotion offices. As 

currently envisaged, the ICP plans to postpone overseas offices for the first 

1-1/2 years of implementation. Evaluation of Panama-based promotion efforts 

and cost analysis will be utilized at that time to decide if overseas offices 

are 	warranted This will be one of the primary roles to be played by the
 

External Advisory Committee which will include representatives from the Irish 

Development Agency and Florida Department of Commerce. 

b. 	 Turn-Key-Promotion 
The use of contractors to perform various discrete tasks is clearly 

desirable at the outset of this project. It is not clear at this time that 

the use o contractors should be continued or discontinued as the TCP 

matures. The IClP management will, with rhe aid of External Advisory Group, 
review its options after 18 months of project implemcnuration. 

c. 	One-Stop Investor Services 
The 1CP has two basic functions: one to interest investors in Panama 

and the second to unify the bureaucratic requirements into a "one-stop" 

process wlerebv the investor need only comie to the IC? to process all GOP 

required documentation. 'This secord function requires good relations with a 

host of other gve -rnenten' itirs with erpha.is on the ministries of Commerce 

and [nd ustrv ( MI Il) and Labor and Social .e I fa re (,WHITM.\B). Relations between 

the ICP and 'MCI have not been particularlv mooth, albeit there seem to be 

recent attempts at accorrodation from both sides. 

The design team considers a properly defined working relationship between 

the ICI' and MrCI to be of paramount importance for the implementation of the 

project. Tius, the tear has included an initial Condition Precedent requiring 

a Memo of Understanding to be signed by the Minister of Co amerce and the 

Managing Director of the ICP which will outline the duties and 

responsibilities (including time limits for document processing) of both 

parties. The functioning of this relationship will be included as a topic 

under yearly evaluations. 

d. 	 Absorbtive Capacitv/Coordination with Other Donors
The ICP has neotiated for assistance with,other international, donors, 

including the United Nat ions I ndust rial Deve lopme nc Organi zat ion and the 

European Economic Comunity (technical assisrance provided by the IDA). The 

design issue is, then, the IC' 's capacity to absorb anJ coordinate a 
sourcessignificant amount of technical assistance and training from different 

during a relatively short time period. These problens have been discussed at 

length with the va'iori.; parties and it wis ai'rend. ro , im inate an, activities 

whiclh won ld overlap withr one another and to coordinate activities over the 

life of the project. QPstions of absorbt iv. capacity and donor coordination 

will be included as topics in annual project evaluations. 

http:erpha.is
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3. Economic/Financial: 

a. Investor Selection Criteria/Social Costs of New Investment 
One design issue involved the choice between labor-intensive and 

capital intensive investment to assure that sufficient value added would 
remain in Panama as a result of each investment. A related area concerned the 
social costs of the new investment. Often a new plant or series of plants 
will have serious social costs which do not appear on the corporate balance 
sheet, yet can have severe external impacts on a host country investment 
budget, the environment, and overall quality of life. These issues have been 
resolved by the contracting of an outside consulting firm, which will
 
identify, based on empirical cost data from other countries and Panama, target 
industries which (1) have high value added possibilities for Panama, and 
(2) will minimize social cost outlays or maximize the return on social 
investment. In addition, evaluation criteria will be developed for use by ICP 
staff which will explicitly take into account potential value added benefits
 
and external social costs and will help target ICP effo,:ts on industries most 
beneficial to Panama's long te-m development needs. 

b. User Charges for ICP Services 
The concept of user charges for investor services and possible charge 

schedules was analyzed during the intensive design process. Although initial 
thoughts were in favor of such charges, the reality of the investment 
promotion game is that no one charges clients for these services. Thus, for 
Panama to remain competetive, the ICP will follow the prevailing practice of 
not charging clients for basic information, document processing and 
backstopping services. One exception might be in the area of preparation of a 
detailed feasibility study for a client, for which some countries (e.g. 
Singapore) do charge. 

c. Effects of COP Austerity Measures 
The GOP is currently in the throes of a serious belt-tightening 

exercise orchestrated by the IMF. So far the ICP has fared well in the 
internal budgetary in-fighting, showing an initiol reduction from j2.1 to $1.8 
million for FY 1983. This figure is sufficient for its first year of 
operations.
 

Previous experience under periods of austerity, however, has shown that 
operation.1 budgets can vary widely from year to year to the detriment of 
project implementation. In the case of the ICP the design term has made 
estimates of minimum counterpart funding required for each year Of the 
project. These figures have been made conditions precedent for each year of 
project implementation. 



4. 	 Political: 

a. 	 Labor Participation 

As currently formulated, the ICP Board has 9 members representing the 

private sector and 4 members representing the Government. However, the 

government representatives are from private sector-oriented institutions 

only. 	 The 1982 Panama Country Team Plan for Implementing the Caribbean 

be forumInititative suggests that the ICP "could a most important for 

resolution of public/business, community/labor differences in the attainment 

of an improved (investment) climate." In its current form, it is clear that 

the ICP will not be able to serve as a business-labor forum as contemplated by 

the Country Team. However, the ICP is considering the addition of the 

Minister of Labor to its Board of Directors and becoming a participatory 

member of the Employment Generation Council of Panama, a Council in which 

CONATO, the major labor organization of Panama is represented. 

The ICP also interacts with labor through its participation on 

labor code, and incommissions, e.g. the newly formed commission to adjust the 


formal seminars where labor and management exchange policy and program views.
 

b. 	 Retention of Personnel 

A combination of budgetary austerity and pre-election uncertainties 

may 	place pressures on governmental agencies, which could result in staff 

reduction, reassignment and transfer.. It is essential that the ICP maintain 

competent staff within a ,;table working environ;:i r . While routine personnel 

turn-over may be expected, the design team his s.:g7,ested that a covenant be 

toincluded in the project agreement whereby the GOP agrees maintain the 

integrity of TCP and its professional staff, especially those trained under 

this project. 

G. 	 Summary Findings 

The Project Review Committee has reviewed all aspects of the proposed 

finds financially,Investment Council of Panama project 	 and that it is 

and consistent with the developmenteconomically, and technically sound, 


objectives of the GOP and those objectives set forth in USATI)/Panama's CDSS.
 

It has further found that the ICP is institutionally capable of administering
 

the project in the coordinated fashion discussed in the Project Paper.
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Richard F. larger, Controller Nestor Echevers, Private Sector Analyst 

Stephen Ryner, Chief/ERG 

Robin Comez, Director International Consultants 

Frank Almaguer, Deputy Director Cyrus Samii, Project Team Coordinator 

Tom Cox, Chief/ODP Kristin Neva, Institutional Analysis 

Frank Miller, Acting Chief/ODR Robert Williamson, Florida Division 

Gale Rozelle, Chief/AGR of Economic Development 

Stephanie Angel, Training 

USAID/Panama Support Staff 

Josefina de Stanziola, ERG Local Consultants 

Doris de Spiess, ERG Guillermo Chapman, Economist 

Etna de Burgos, ODR Gerald Cooklin, Data Processing 

USAID/W USAID/Peru 

Douglas Chiriboga, LAC/DR Annette Adams, RLA 



PillJDPAo II~ 


A-., Ove rvi ew, 

~aaa~nto inhabi tai th a 1981LGDP inf2millin -;i slightly 

excss of 44 billion and, a workf'orce of app:6oximately 500,000, is 
exp eri enc ing -economic stagnation. Nationar muoynn ees15,wt 
the met ropo litan Canal corridor over 17 Z an sane areas in Colon-'greater. 

~The Panamanian economy experienced a se-r recession during the 
1974-76 period, reachinig a negative growtn :a:e of -0.3Z in~ 1976. 
Increased con9 pend ingr Ecl7ivedi 17 whl o.mbin'in 

om1se ne 5changes and the 
of large' governrnent. ,expendituese pZre-:ifeS policy,
~signing of the .Canali Treaties ledf to 6% ald Y rotrate&s throuh1i 1978~ 
an'179 a nd to a as es-ormn '&ldcontinuehL:he~economy to 
,ow a2t the 6'-S/% rate If rhe and I IA The though ~1960s ea 17Os . declihing, 

4posit i yegrowth rates; of1 980-32, and the f -e-ascrd negative- rowth rate ~ 
for 193,however,~ are urnis&tlaba:e -evideice r*-at th~e goerenmis 

deve 16op~newgrow~th~ vehicles in order to re,,ai -the higher economic growth 
Arates of past yenirs. , 

. Iiistorv~ 

Ov h past two decades, Panaima,.alonz -W4th the rest of Central 
America, encouraged imnport substittition'b 3\dn pro ecrivtafs 4 o~ 

rKindustries which undceroo suc s~isi~t~ Te f inn~s so engaged, served' ~ 
th anamaniaii domestic market and made sor;_ C-e'porrs~tiuhb-aea~~-. 

~ arrangements) to the countries ~of the Cent ra L',._eri&an Co.9mon 'Market 
Y''(CACM). ,On1y in.,afew.,cases were theimari~er servedof sufficient size to; 

'"permit. ecooTdies of .sclales a~ eutn' 10 I production:. Thea result, 
~ jwas inefficient industries,1 whose high cost s'Klr passeds on1 to~ the consuer.475K 

Inhe arly 97s,'to counter. precipitcus increases ,in consumer costs, 
the GOP imposed stricter price controls and ;)assed-worker protection laws, 
sections of .whichl-had the efeto rcldc' poutvt netvs 

STile situdation further deteriorated as a eurof najor unsuccessful~ state 
ineveto inpoutv ctivities, incl-_-ing governmnent~ ownership of~ ~ 

~ s and enterprises,, w.6 . contributed untenable~r1 ~agricultual industrial to 
leel of,,'oaulcdb'',Unable -there."' c - provide. the investment ~ 

ysrtimulust tole' econiomy,,the GOP looked' to '-.e private sector. 
UnfortunateW,' the~ existing firms,~given th'e inef. iciencies,~ could not> K 
~compete in world exort markets8;'nor, with di'sap rm.of impo'rt. 
~substitutiiipossbilities anid the,1ireasin c8ost squeeze, on industry, was 
ne inetet othcomn.As a conseque_eA, the. industri al sect or . 

.t3,St~cot ne stagna*t"'.' e.~5to 1 

http:othcomn.As


- 14-

With agriculture in similar straits, it was clear by the end of 1981
 
that new initiatives would be necessary to restructure the productive
 
sectors and to create conditions which would facilitate industrial and
 
agricultural growth before unemployment and social discontent grew to
 
unacceptable dimensions.
 

In 1981-1982 the GOP recognized that its accomplishments in securing a
 
more equitable distribution of economic benefits were not being accompanied 
by an expansion of the "benefit-pool". As a consequence, the Government 
began a dialogue with the private sector to seek a mutually acceptable 
accorodation in which the GOP would facilitate industrial and agricultural 
enterprise without compromising those social objectives pursued by the 1968 
"Revolution." With the end of creating a better business climate, the GOP 
seems prepared to (1) consider modification of the labor code; (2) examine 
its price policies and import quota regulations; (3) modify and simplify 
governmental procedures affecting industry; and (4) begin divestiture of 
state owned industry. 

C. Current GOP/Private Sector Priorities
 

As a central focus of its new private sector emphasis, the GOP looks 
upon export-oriented industry as the most likely growth area of the 
economy. To this end, it created the TCP as an instrument for inducing 
foreign investment in export producing entorprises and as a means of 
facilitating docestic investment for sinilar purposes. At the same time, 
it negotiated the first hi-lateral investment treaiy (currently awaiting 
ratification) with the US.; and is preparing similar treaties with
 
countries in Europe and Asia. These gave rise to and supported renewed 
interest in resuscitating the promotion activities (within Panama) of th_ 
Foreign Co;inerce Directorate (DIC('OMEX) of the Ministry of Commerce and 
Industry (MICI). Concern for small industry has led the COP to seek ways to 
inchde such finns as beneficiaries of a successful export drive and to 
ensure that the benefits of econcmnic revival affect all levels of industry 
and commerce. 

The private sector response was initially cautions, the formation of 
the ICP being a kind of watershed itself. In recent years the private 
sector mistrusted the COP and did not actively pursue ov pansion because of 
the government's apparent pro-labor bias and a history of negative actions 
toward the private sector. The fat than businecss leaders of the highost 
caliber have accepted appointment to the I(:' Board of Directors is; a 
significant change in the goverrmrent-pri vate sector relationship . 'erlhap s 
of even more importanee was the realizat inn, increasing;ly apparcnt i n the 
business communi ty, that the survivalI of free eterpri so in I'atana will 
depend in large part, on the ability of the private sector to stcesfunly 
fulfill its "social contract" with society by producing the jobs; and 
incomes required for ma i lt enoaln.e of domestic hlrmony. 
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In a recent AID-sponsored seminar, governmenc and business leaders were 
=surprisingly unanimous in their assessment e social, economic and 

political adjustments needed to produce gro;.;ch w,!ithin an acceptable social 
f ramewo rk. 

The announcement of the CBI gave impetus to the guarded enthusiasm of 
private sector individuals and associations. The private sector has since
 
responded with a revived interest in productivity and has made suggestions
 
for achieving productivity gains. The Chamn.er of Commerce responded by 
initiating a program of business scholarshios, improved services to its 
members and programatic involvement with Amerivan counterparts. Individual 
companies have begun looking outward by testing markets in the Caribbean 
and are considering the formation of tradin- comoanies. In addition, the 
ICP is in receipt of requests by Panamanian businessmen to find foreign 
partners for new ventures and interest of tre :!.isiness comnunity in foreign 
markets continues to grow. 

The interaction and responss of the :Oi and the Private sector are for 
the moment tenuous and groping. Some early suzcess of the ICP program now 
underway will be necess;ary to acceler mte Hhe leve] and nature of the 
cooperation required for full renewat of in,.scor-,overnmg ntal conf idence. 

http:Chamn.er
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PART III. DETAILED PROJECT DESCRIPTION
 

A. Sector Goal:
 

The Sector Goal is to marshall public and private investment resources to 
increase employment opportunities.
 

B. Project Purpose: 

The Project Purpose is to develop the operational capacity of the the 
Investment Council of Panama (ICP) to promote and service new export-oriented 
foreign and domestic investment. 

C. Beneficiariest
 

The ultimate and major beneficiaries of this project will be Panamanian 
workers and their families, whose employment will have been generated as the 
result of ICP initiatives. Over the life of the project between 6000 and 9000 
direct jobs will be created. Women are expected to occupy a substantial 
number of the posts. 

The pentiltimate beneficiaries will be the foreign and domestic investors
 
whose funds will be at risk. In fact the expectation of benefits provides the
 
"motivation" by which the 
private sector generates the desired e:rployment 
effect s. 

While investors will be given various fiscal incentives for locating in 
Panama, the GOP and the Panamanian people should benefit through the 

broadening of the country's tax base and increases in tax revenues. 

In addition, the staff of the Investment Council will also be direct
 
beneficiaries through the training and rechnical assistance provided under the 
Project. Approximately 58 persons will be receiving intensive on-the-job 
training in a wide array of topics pertaining to investment promotion, while 
other support staff members (secretaries and assistants) will receive more 
focused training in the use of the computer infonnation system and various 
operational manuals. 

Apart from prime investors opening new plants, the project is designed to
 
produce secondary investments, primarily from domestic sources, responding to
 
mirkets identified as a "fall out" of the investor search activities of the
 
IC!'. Such export-oriented activities may be expected to generate an iucrease 
in the size of operations of existing plants, the development of new small 
industries, and a redirection and expansion of cottage industries. Thus the 
beneficiaries wonld include the full range of domestic entrepreneurs and their 
employees. 
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6. The investor service capacity to make arrangements with other GOP 
agencies to process all documentation required for compliance with Panamanian
 
law and application for incentive benefits for not less than 50 foreign and 20 
domestic investors yearly, each case to be processed in less than 60 days and 
to provide follow-up services for 50 foreign and 20 domestic investors yearly. 

E. Project Strategy: 

1. 	 Narrowly-focused Role: 
Central to the philosophy of this project is the concept of the ICP
 

as a promoter and facilitator of export-oriented foreign investment.
 

2. 	 Intentionally Small Size: 
ICP will be kept purposely small and whenever possible activities
 

will be channeled through other entities. For example, while the ICP will be
 
a sounding board for policy reform and recommendations through its Board of
 
Directors, it will not carry out the policy studies, but rather commission
 
other agcncies, fir:s or iadividuals to carry out the analyses. Si ilarrly, 
the ICP will not maintain a large legal staff, but rather will maintain a list 
of local lawyers capable of meeting investor legal needs. 

3. 	 Building Upon Previous Efforts: 
During the first 9-15 month period of operations, the ICP will draw 

upon the experience of the "Maquila" staff and utilize the "Maquila" investor 
files which contain approximately 400 inquiries from firms which have 
expressed some interest in investment in Panama over the last several years. 
"Maquila" is the former light inrlistry assembly promotion program absorbed by 
ICP. 

4. 	 Operational Phase-in: 
By the time opportunities/leads developed by the Maquila program have 

been used up, all. ICP units will be staffed and trained at a level sufficient 
to carry out promotion activities in all program areas, albeit not at full
 
capacity.
 

5. 	 Targeted Investor Search: 
The design of a process for selection of "high potential" investor 

targets, so that investor search activities will be well targeted and cost 
effective. This should permit the organization to produce results early and 
to increase credibility with the GO' and the private sector. 

6. 	 Institutional Relationships: 
Development of mttally supportive relationships with government 

entities and private sector groups. This is designed to secure participation 
of all appropriate government agencies as co-sponsors of forthcoming policy 
recoinmendo'.ions and avoid the necessity of maintaining a large technical staff. 
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F. Project Methodology
 

1. Background:
 
The success of any investment promotion effort is based on the number
 

of firms that ultimately decide to locate in a country along with the amount
 
of the investment and the number of jobs created. A subsidiary concern is to 
minimize the social costs in support of such investments. 

2. Basic Elements: 
The operational methodology of the ICP con,hines many of the
 

characteristics of other successful investment pronotion entities from around
 
the globe, borrowing heavily from the experience of Ireland and State of
 
Florida. The classical model provides for establishment of overseas offices,
 
targeting of potential clients, designation of priority development sectors
 
and geographic areas, mass media and individual contact communication methods
 
and provision of pre-investment and post investment resources and services.
 

The ICP has tailored its operations to reflect world, Panamanian and its 
own realities. Each of the standard elements of investment promotion has been 
incorporated into the ICP organizational and cperarional framework. 
Specialized functional units are devoted ro each cat-rccory of required 
activity, making for professionalism and fcr orderly procedures. Recognizing 
that its staff is inexperienced, its management controls still untested, its 
geographic nmirkets not yet fully evaluated; the IP is contract inc; for 
technical assistance, marketing services, a. 1ra inin, .1.hile it builds 
competence. Not until that competence is well establ ished, not earlier than 
the end of 1984, will it consider opening everseas offices. In the meantime 
separate teams operating with the assistance and advice of investment 
promotion specialists will serve overseas markets whi le based in Panama. 

3. Tar. ets in Geographic Areas 
The ICP will choose its targets with considerable precision utilizing 

established analytic processes. However, the targeting process and its level 
of intensity will vary as the ICP steps up its cperatiens and as markets in 
different geographic areas offer greater or fewer opportunities. 

Initial focus will be on the IU.S. market. Its size, diversity anl cost 
structure make it especially attractive. Under arrangements with the Florida 
Department of Commerce all promotion personnel will initially train in the 
II.S. market. Harket activities will. not necessarily be limited to 
establishment of new U.S. owned facilities to Panama, but will also seek to 
induce U.S. firms who have facilities in other areas of the world, which are 
declining; in coinpetitiveness, to shift those fa, ilities to llanama. Latin 
American targets will be pursued on a selective basis, with attention focused 
on special situations, and transport advantages of Pana-ma for servicing of 
mu lt'i-national Latin American markets. 
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European efforts are expected to concentrate primarily on Germany and
France. Firms from these countries appear to he actively seeking external

production facilities. However, the 
 recent high level of interest in Panama
shown by Spanish companies may lead to greater concentration on Spain. 

The targeting of industries in Asia will focus on those countries which are experiencing cost pressures, e.g. Japan, Singapore, Korea and Taiwan. Thepolitical outlook for Hong Kong with its attendant uncertainties makes that 
Colony of considerable interest 
to the ICP. 

4. Description of Target Indusi ries:
The "ndustries sought will be primarily characterized by a highdegree of labor intensity. However, the ICP recognizes that the labor/capital
mix is selected by the investor and the selection is made cn the basis of themix necessary to compete in international markets. Priority be towill given
firs Rhich utilize local materials e.g., agricultural, forestry marine,
including or

those which develop mineral and agricultural resources. Value added
in Panama wil. be the basis for giving priority to assembly type industries.Further, priority will also be given to those industrie:s which can readily and
profitably be established in the Interior. 

The choice of Panama as a production site will be made by the manalemenrof each c'opanv as a result of its assessment of its own unique requirements.

The ICP cannot and will not pre-judge which companies are best served 
 by
produc ing in Panama. The 1C will however, avoid "gypsy" companies, weak orfailing companies and who seekthose entry into Panama solely for access to
 
credit denied them elsewhere.
 

G. Project Component s-Activities 

The project will develop the operational capacity of the ICP to promote
and service new export-oriented investment. 
 Training, technical assistance,

eq, ipmenr and materials, and travel/per diem expenses 
 will be financed with
AID loan/grant funds and GOP counterpart funds, where appropriate, in fourmajor areas: Management and lnvtitutional Development, Policy and Strategies,Investment Promotion, and Investor Services. These project components are 
described be low. 

1. Management and Institutional Development 

Descript ion: The rranagemnent and institntional development cemponentincludes: st reng thlen ing theof technical coordination and management of the
ICP, the deve loDilenr of a comp uterized i nfornation system, and periodic 
eva luat ions. 
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a. Technical Coordination and Management: The design of the ICP, which 
is modeled after other successful investment promotion agencies, has three
 

operational units with distinct, but interdependent functions. To assist the
 
executive management and office managers in adapting operational systems and
 
developing a smoothly responsive organization, the project is funding a senior
 
resident industrial development advisor to provide on-the-job training to the
 
entire management team. This individual will also provide more specialized
 
technical assistance to the Research and Development staff.
 

Grant funding is also included for an AID Project Officer (contracted by 
USAID/Panama) who will assist the ICP with competitive procurement, 
operational plans and budgets, and who will monitor the project to assure 
compliance with U.S. Government regulations. 

b. Computer Information System: Although the "systems and statistics" 
function is part of the Research and Development Office, funding for the 
development of a turn-key mini-computer system was placed in the Institutional 
Development component due to the importance of the computer to all the offices 
of the Investment Council. A firm wilt be selected to design an information 
system based on ICP needs, develop specialized software, install the system, 
and trai.i ICP personnel in it-s use. The ICP will be the focal point for the 
development of a large mass of investment/investor data and policy studies 
which must be accessed and updated quicklv :nd easily. Eventually, other 
government agencies should be able to acces, the databank via remote terminals. 

c. Evaluation: The choice of investmnt promotion strategies, the 
decision on establishing overseas offices, the effectiveness of ICP policy 
recommendations, and the proress of the in-titution as a whole will be some 
of the issues addressed by annual review teams. The project provides grant 
funding for these evaluations, which will be jointly organized by the ICP and 
AID. 

Outputs: 	 8 senior staff members trained; program and operational 
policies developed; management guidelines set; computer data 
base established and functioning; and 3 annual evaluations. 

Funding: 	 AID $1,003,000 DL and 4200,000 DG; GOP 3,119,000 

2. Policy and Strategies
 

Description: Three major activities contribute to the overall policy 
and strategies component: policy fomulation, market strategies,and 
operational planning. The ICI Research and P?velopment Office(R&l)O), which is 
responsible for these activities, will be guided by the following 
consideirat ions: 
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a. Policy Formulation: In keeping with the ICP's strategic role as a 
facilitator, the R&DO will not perform policy studies; rather it will 
commission policy studies, financing only those not funded by other 
sources.Attempts will be made to have such studies done by MICI's Policy 
Analysis and Research Unit created under the Employment Planning and 
Generation Project (525-0221), by the four ministries (Finance, Planning, 
Labor, Commerce) involved in the Development Administration Project 
(525-0209), or by university professors and other local/international
 
consultants. However, it is considered critical to have the resource 
flexibility to finance policy studies or supporting analysis to resolve issues
 
and make recommendations to the Board of Directors and the government on a 
timely basis. Thus, funding has been tentatively allocated to finance an 
estimated 3 studies per year in areas which the Research and Development 
Office deems as meriting attention. 

In addition, 6 members of the Research and Development Office and the 
Managing and Deputy Director will receive 30 months of training in policy 
analysis throigh the life of the priject.
 

b. Market Strategies: In order to develop the TCP information data base 
and define market strategies for focusing investor search activities, 
consultant services will be contracted to carry out (I) conetitive studies, 
(2) international trade studies, (3) product studics and (4) special studies 
over the life of the project. 

Short term training; will be provided to Research and Development Office 
members in this area at various international sites, e.g. UNIDO in New York 
City, the University of Oklahoma Industrial Development Program, State of 
Florida Investment Promotion Office in Gainesville, Florida. 

c. Operational Planning: Besides its "think-tank" role, the Office of 
Research and. Development will play the key role in the operational planning 
for the ICP. Once the Managing Director's Office has set policy guidelines, 
the R,&I)O Will be asked to develop the operational plans and targets for the 
two line offices, investment Promotion and Investor Services, and evaluate the 
results after each operational year. The advisor to the Managing Director 
described above will play a key role here. Training provided in this area 
will be on-the-job. 

Outputs: 	 10 policy studies; approximately 13 competetive, 
international trade, product and special studies; 8 
persons trained ; and yearly operational plans and 
invastment targets developed. 

Funding: 	 A[D 1;1. ,6 35,000 DL.; cOP ;604,000 
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3. Investment Promotion
 

Description: Two major activities are subsumed in the Investment
 
Promotion Component: (a) Investor Search and (b) Investor Reception. The
 
project provides training and technical assistance to the Office of Investment
 
Promotion, which will carry out the following activities:
 

a. Investor Search: GOP funds in investor search will finance the
 
setting up and staffing of four promotion groups dealing with the U.S.,
 
Europe, Asia and South America from a central office in Panama. AID loan
 
funds will train personnel, develop promotional campaigns and materials,
 
finance special activities such as attendance ar various conferences and trade
 
fairs and visits to other investment promotion agencies.
 

Because of the need for the TCP to seeming ly run before it can walk, a 
turn-key promotion activity has been suggested. This would involve a private 
consulting firm actually setting up an overseas nromotion system; operating 
the system for an initial period and at the sa-e time providing on-the-job 
training to TCP personnel who would then take over the investor search 
operat ions.
 

b. Investor Reception: The COP will provide office space, equipment,
 
vehicles, and personnel. AlI) funds will fin-nce ta rgeted promotional 
materials, training of personnel and three i'.':-v.r forum;. One of these 
forums will be a follow-on to an initial fori. *vcloped by LNII)() to match' 
serious investors with potential investment c-v,:rtiunitie; in Panama. 

Outputs; 5 specialized promotion groups operat ing"; turn-key promotion 

system; 18 persons trained; prcwvor ional materials; 131 
promot:ional missions; 3 investor foru:ms; and various
 
conferences/trade fairs/obseva-rion trips.
 

Funding: AID $1,080,000 DL; GOP 34, 137, o'-"-

Includes salaries, publicity, travel, per diem, representation.
 

4. Investor Services
 

Description: This component will st rn:z then the "one--stop" concept, 
which is critical to the overall investment nrc-otion effort. Two major 
activities handled by the Office of Investor Services(ISO) are document 
processing and coordination of infra-structu:e services. 
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a. Document Processing: Most governments specialize in red tape and the
 
Goverment of Panama is no exception. In order to gain certain fiscal benefits
 
provided by the Contrato de la Naci6n, for example, an investor must go 
through 34 separate steps, a processing period which may take from six months 
to a year. While the ICP will certainly be looking into this area under its
 

policy recommendation mandate, there are remedial efforts that can be effected
 

immediately within the actual system. Thus, AID funds will be used to provide
 
short term technical assistance to improve the document flow within other 
ministries and agencies. Funds from the Development Administration project
 
(525-0209) will be used whenever feasible, albeit that project does not cover
 
all the entities involved in the investor documentation process. 

b. Coordination of Infrastructure Services: Once an investor is ready to 
start construction, along come a series of headaches trying to deal with the 
water, sewer, electricity, public works and telephone companies. While the 
ICP has designated persons in each area to speed the process, coordination of 
these services is still weak. Thu3, the project will finance a series of 

seminars to improve the Services personnel's understandLng of their roles as 
regards the ICP, the importance of investment promotion to Panama, and how 
such services can be coordinated and provided on a more timely basis. Funding 
of two additional vehicles will improve logistical support provided to 
investors. 

Outputs: 5 ISO personnel trained in new document pLocessing 
procedures; various service coordination seminars; and
 
functioning motor pool. 

Funding: AID 1155,000 DL,; GOP 250,000. 

H. Project Inputs 

Project inputs by component are summarized in Table 3-1. These are 

classified as either commodity, training, or technical assistance. The use of 
"turn-key" technical. assistance in this project rdises some definitional 
problems in budget allocation. "Turn-key" is taken to mean a package of 

technical assistance in which contracted personnel carry out a substantial 
portion of the actual work, while providing-on-the-job training to the
 

personnel. of the ICP. This does not lend itself to classification of the
 

contracted services as either technical assistance or training. Nor is it 

practical to attempt to divide any given package into technical assistance and 
training components. 

The project design team, classified "turii-key"activities as training if 
major purposes of the activity was to develop staff competence; as technical 
assistance, if its major purpose was to carry out a specific operational 
requirement (See Annexes 11.3 and 11.4). 
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The inputs allocited to Institutional Development are those whose impact 
will be distributed throughout the agency: management training and support, an 
investor/investment infornation system, and evaluations. 

In the Policy and Strategies component, inputs are heavily weighted toward 
studies and research which produce operational data. There is, however, 
substantial training "fall out" from the technical assistance activities.
 

The bulk of the inputs in Investment Promotion are for technical 
assistance to permit rapid access to potential investors in Europe and Asia. 
The complementary input for Investment Promotion training covers travel and 
per diem costs of the ICP staff who will learn marketing techniques during the 
Asian and F.uropean campaigns. 

The inputs to Investor Services are relatively minor. Strengthening of
ISO will be largely accomplished through extension of informal contacts, 

improvement in procedures, and acquisiticn of relevant data. 



-26-


TABLE 3-1
 
PROJECT INPUTS
 

Comporte nt/Input 

1. 	Institutional Development
 

Commodity (Computer) 


Training 


Evaluation/Project Officer 

2. Policy and Strategies
 

Technical Assistance 

Training 


3. Investment Promiotion 

Technical. Assistance 

Traini ng 

4. 	Investor Services 

Commodity (Cars) 

Technical Assistance 

Grand Total 


Quant it ies 

1 

42p/m 


51p/m 

157p/ 

2p/m 


36p/m 

36p/m 

2 

5p/m 

AID/DL-G 	(4000) 

420
 

583
 

200
 

1,203
 

.,577 

59
 

J.,636
 

615
 

464 

1,079
 

27 

28 

55 

3,973
 



I. Relation to AID Program Objectives 

The ICP project constitutes a formal, pragmatic linkage between the GOP 
and the commercial business community directed towards the attainment of 
public objectives through private sector initiatives. Those objectives 

employment generation, reorientation of industry, increased foreign and 
domestic investment, increased participation in export markets - are fully 
consistent with current AID policies and overall program objectives. 
Moreover, the ICP provides an instrument for policy evaluation and a means of 
giving substance in the form of experience and credibility to the emerging 
polic ies.
 

i. Relationship to the CDSS 

The FY 1.984 Country Development Strategy Stace-.enc (CDSS) stares that "An 
effort has begun by the GOP to rethink previous policy, to mend relations with 
the private sector and to re-stimulate private investment ... Our strategy is 
designed to help support and encourage this chan--e in the Government's 
development strategy while simultaneously enszouraring and supporting the 

positive private sector response to that chinge." The formation of the ICP as 
a major "joint-venture" of the COP and the <Is! ness community will give 

substance to their emerging developmental stracely ani provide critical 
supporr to irivate sector investment initiatives. 

The objectives of the ICP are nearly identical. with those of the Mission's 

CI)Sq which emphasizes the need to increase eor lo,.,menr opportunities through 

five program elements: (1) Appropriate policy foziulation; (2) labor-intensive 

industries promotion, (3) private sector strenctiening; (/4) small business 

development and (5) manpower planning and develop::ient. The ICP is designed to 

identify policy issues, ccnmission policy analysis and make recommendations. 
Its operational function is to promote and service investors in 

export-orienTced industry, emphasizing labor-incensive industry whenever 
practical. The ICiP also serves as a private sector-government sounding board 

through the narricipation of its board members. Finally, it provides a 

linkage to manpower development efforts by ide tirying industrial manpower 

needs of the clients it serves, and thus gives pra-rical fccus to the 

activities of manpower programs. In brief, Lhe ICP objectives and activities 

represent an unique confluence of governmental, private sector arid "SAID 

polici s and objectives. 

2. Comprelementary :4ission Projects 

The Dev.lopment Administration (525-020?) r;r oj-ct will help ir-.rove the 

admini strative and hiranaln-resource capab ilitie s of four ministries, the 

majority oF fundjlin fou,;ed on rmi, loy'nent-rc .xed cat ities withiin rhe 

',Iinistries of Co:,,11,erce and lanbor. Specifiv -illy.' he ne-fitting are the 
Direr to rates oF 1) reign and It ernal Trade (:'' td 1-)1CO[;:) or >I1Cl and 

the Nati onal .,.ploynmit: Directorate (ONE) ad 1 r h :itiona Ski1.ls Training 

lnstittle (S' .NArOIn') of ,,rIi',Al. 
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Through technical assistance, the capacity of these agencies to design and 
implement policies and strategies and to improve their administrative 
procedures will be developed. 

The Employment Planning and Generation (525-0221) project consists of
 
three components: The first, located within MIC, is developing the
 
institutional capability to identify and analyze problems related to
 
employment-generation policies and to identify opportunities for 
change that 
will stimulate private-sectcr investment in labor-intensive industries. The 
second component will provide MITRAB with a workforce information system 
linking employment generating artivities to the worker training institutions. 

The third component is designed to stimulate investment in labor-intensive 
activities by providing credit to small and medium-size enterprises under the 
supervision of the National Bank of Panama (BNP). 

The Panamanian Association of Business Executives (APED,; ) has received an 
Operational Program Grant (OPG) to create within this organization the 
permanent capability to offer management and technical training to small 
entrepreneurs. The APEDE (525-0225) project is experimental in that a variety 
of methodologies are being developed and tested so that training can be 
tailored to the needs of each inlividual business. 

The planned '.4orkforce Develotignent (525-0214) project will. crearc a 
non-formal skills-training system responsive to labor-market needs. The 
project nrimary activity will he the creation of a training fiund managed by 
the private and public sectors which will provide fundni ng to business, labor 
and individuals to improve their job ski lls and thus raise productivity. 

Funds are being provided to the Overseas Education Fund, a Ui.S.-based 
private, voluntary organization, to implement a three-year Wemen's Skills 
Training (525-0229) project with Human Resources Development Institute 
(IFARHU). Thmrough this OPG, 000 lo-income women will. be trained in skills 
that allow them to start their own small business or obtain employment 
elsewhe re. 

3. Relation to the Caribbean Basin Initiative 

The ICP initiatives are directed primarily at the development of export 
industry through attraction of foreign investors who already possess a market 
position in time major industrial nations. It proposes a continuing ffort to 
improve the investment climate of Panama and to undertake an intensive effort 
to ident ify potent i al inve stors *ind to facilitate t lei r ent ry into the Panama 
indmustrial comm nity. Thim its objectives in this respect arc a particularly 
approp riate response to the propo:..d Reagan adminisirat i on Cari b ean Ba sin 
Initiative. In whiatever form the CHI l'g islation cventual ly appears, Panama 
by virtue of the ICP projct i 11 be in position to rcsponI more rapidly and 
effectively to the opportunitie:; offered. 



-29

4. Relationship to AID Policy Papers
 

This project is fully consistent with two recent (May 1982) AID policy 

papers: Bureau for Private Enterprise Policy Paper and Private Enterprise 

Development. The former has as its goal to foster the growth of productive 

self-sustaining, income and job producing private sectors in developing 

countries using the financial, technological and management expertise of the 

U.S. private sector, indigenous resources, multilateral institutions and 

Agency resources as appropriate. The TCP particularly responds ro rhe three
 

PRE Policy Paper objectives which call for: (I) "...the establishment,
 

improvement -ind cxpansion oE productive developmencally desirable private 

enterprises in priority sectors in developing countries;" (2) "Bring together
 

investment opporrunities in developing countries, U.S. and host country
 

capital and experienced management, thereby transferring technical, managerial
 

and marketing expertise from the U.S. to the (eTeloping countries;" and (3)
 

"Stimulate and h2lp create conditions conducive to the flow of U.S. and host 

country private capital into productive invostment in priority sectors in 

developing countries." The objectives of IC' activities are practically 

identical with these and provide a basis for fcnul:irion c[ programs which 

will add substance to these mutual ly supporrivu policies and objectives. 

are in directThe concerna; tit lined in the Private "rhterpri se Policy Paper 

consonance witlh ICI' activities, particularl' in the area of improving the 

functioning of W,1Xmnrle t-. 'liero lhe pnper note.; ltr All) assi stance should 

he channeled "through uncounagin" policy refori, as well as strengtheni ng 
incermediaries)institt-iH nn ,lich serve the priv'ite sector (e.g. Finaociall 


and developing the human resources needed in key sill1 areas. Specifically,
 

the ICP' project will (1H fosrer high lev:,l review and analysis of pnlicies 

effecting the investment climate; (2) strengthen a new institution with a key 

privare sector role; and (3) support the development of critical management 

skills through training and technical assistance. 

5. other ennor , 

LNIIn) has recenr ly begun to provide rechn, 1 asn.iscance to the ICP in 

project preparat ion. Budgeted at ,]q500,00, the iL11)O project will primarily 

idenrifv prouc ts which can he manifac rured c:r prodtced in Panamna through 

utilization of the natural resource endowment's of the country.. This activity 
is "prod t OViLtri-'d" i .V. it ide ntifies products f irst and then looks for 

market, for those products. Thi s is complenm',ntary to the USAII) funded 

which are , 1,c!',e 

exi sting markpt s and t ry to induce product ion i n Panaia in response to those 

marke I n. T p.1. :s to c:onti nWe two one years 

activit ies "market riunre" i.e. they for comlp anies with 

"he roject expected for and half 

and will require 54* persomii/onth's of effort. 
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The Irish Development Agency (funded by the EEC) is expected to provide 
assistance in respect io the European Markets. The nature of rhe assistance 
has not been defined at this time. It will probably take the form of special 
training in Ireland, familiarization with European market characteristics and 
general advice to ICP management. 

The Florida Department of Commerce has agreed to place its facilities at 
the disposal of the ICP for purposes of training IcP personnel in promotional 
techniques in the U.S. The ICP expects to use the facilities in its 1983 
training program. 
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PART IV. PROJECT ANALYSIS
 

A. Economic Analysis 

In analysing the economic feasibility of the project the Mission concluaed 
that the conventional economic analysis establishing a relationship between 
costs and benefits or arriving at a rate of return on investment would not be 
an appropriate guide for AID's participation or non-participation in the
 
financing cf the ICP project. The methodology chosen and the results of this 
analysis are sunmerized below. 

Obviously, the objective cf the Coverimenr in establishing TCP and 
financing its costs from public funds is to ameliorate the severe unemployment 
problem with considerahle social as well as economic costs. 

However, it is equally obvious that the success in employment generation 
is not attributable solely to ICP efforts since no employment shall be 
generated in the absence of investment by private inlividuals and firms. 
Therefore, it would be excesivelv optimistic to credit ICP for the benefits 
accruing to the economy and neglecting the costs born by the investors. 

To underrake a cost b(enefit analysis of hypot hetical cateorics of 
investments would be a theoretical exercise beyond the purpose of this study 
and poss;hibly irrelevant to tie employment .'eneririon objcctives of the 
Covernment. Th_refore, it lies to be assmned that an investment would not take 
place unless the investor was 7easonably certain thawt he would obtain a rate 
of return equivalent to other opportunities copen to him. 

Following this lne of eisoning, but in order not to disregard the 
argument that sin:e ICP as the catalytic agent is responsible for all 
investments and therefore onl, IdP costs should enrer the cost benefit 
calculations, two sets of cosr benefit calculations have been undertaken. In 
case A benefits are compared with :nly ICP costs. In case B benefits arr 
compared with TCP costs plus the required minimum initial capital investment 
costs. Based on information iollectcd from labor intensive manufacturing 
industries, the figure of $8,000 was used as the avera4e amount of .nvestment 
needed for each ciiplovm t gene-rated. 

On the benefit side, as return on investment was not considered the 
appropriaie vardstick for the evalunation cf rhe roject whose objective is 
generation of employment and it wa:; assurmed that all investors wonl d obtain a 
rate ef return equiva' lent" to otlier cppertunit ien ro them, it was 
considered reasonable to measure le success of the project in terms of the 
donestic valie added uf labor. Value nddfd wan. confined to the nominal yearly 
salary a i-., rker rcc(eivoss Iii; eplploymeint berief its not directly paid to the 
worker, .C., about 1;2,470 per \'eIr in I981. 
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Admittedly there are other benefits, but for the purposes of this exercise 
they were ignored partly because of the very positive results obtained from 
these partial benefits and also because of the difficulty in obtaining 
accurate data on ether benefits. 

In all calculations, to arrive at present value, a discount rate of 12 per
 
cent was used, this being accepted as the opportunity cost of capital in 
Panama. Project costs are for the life of the project, i.e., four years,
 
while benefits were extended to ten years. 

The business of ICP is ceneration of employment through promotion of 
investment. A crucial point here is the number of investors that could be 
attracted to Panama, the type cf manufacturing industries that might be 
established, and the number of workers employed. For this purpose recourse 
was made to the track record of ether countries which have been engaged in the 
business of investment promotion for export, with features similar to Panama, 

and with labor costs equal or higher rhan those prevailing in Panama. For the 
sake cf simplification cnly ir.dustri-s produciig "Mcquila" goods for 2%port to 
the United States were included. On this basis a hypothetical model was 
constructed assuming that the pattern of investment in Panama would by and 
large follow the same patt ern an(l his woul.d be the profile of industrial 
structure that could be expected to develop. If this were to be the case, the 
average nuimbers of workers in an industry would be 215, with the large firms 
employing 335 and small ones 100. This information would determine the number 
of industries; snall, mediu-Hm or lare, that would have to be established in 
order to penerate the minimum niciber of jobs or the targets established by IC?. 

On the basis of these assumptions :and the methodology described above, the 
corclusions arrived at are favorable. These are summarized here. For 
details, refer to Annex TI, Section C. 1. 

1. 	Under Case A, whereby only ICI' costs are iinzluded, a benefit cost ratio of 
1.0 is achieved by generating 760 jobs for 1986 and maintaining that 
employment level until 1.992. This employment level is attainable with a 
minimum of 2 large industries or a maximum of 8 small ones. 

2. 	Under Case 11,whereby capital investment is also included, a benefit cost 
ratio of 1.0 is achieved ny generating 1622 jobs for 1.986 and maintaining 
that employment level until 1.992. This level of employment is attainable 
with a minimum of 5 large industries and a mxiLximum of 1.6 small ones. 

3. 	 The benefit cost ratio of the project, given the ICP employment generation 
goals of 8,500, would range from 1.61 if the cost.; are inLluiy.ve uf bot:h 
ICP expendittires ind cap ital. investment to 1.1.1 if only 1CP costs are 

ap) Iied. 'rIe tummbcr o' indtisr ries to be e.tablished to reach I ' 
employme.t goals would ran, e from 25 large irndustries to 85 small ones at 
the end of the fourth year. 

http:inLluiy.ve


-33-


Whether financed from budgetary allocations or loan, ICP expenditures are
 
costs to the Government. Counter balancing these costs are the taxes 
collected by the Government is the result of the successful promotion efforts 
of ICP. Applying a domestic value added of 17.3 thousand per worker, an
 
autonomous expenditure multiplier of 1.5 and a marginal tax revenue rate of 
16.7 per cent, it is estimated that over a 10 year period tax revenues
 
attributable to the project would be $27 million for a benefit cost ratio of
 
1.0 and considerably more if ICP employment generation goals are achieved.
 

Based on the above analvsis and conclusions, zhe Mission considers the 
project economically justified.
 

B. Financial Feasibility
 

1. Introduction
 
As the activities proposed for financing under the project are not in 

themselves revenue producing , the financial analysis will not attempt to 
justify the project's financial soundness in tNe traditional sense. Toe 
budget section covers the basis for the development of the Project budget, the 
allocation of costs between the AID .oan and GOP Counrerpart, the projected 
expenditures by year during the life of the Project and the recurring costs to 
the GOP of the Project. 

2. Budget Analysis 

The total estimated cost of the project is P12.1 million (53.8 million
 
A.I.D. Loan 10.2 million AID Grant, and $8.1 million, GOP counterpart). The 
loan will be fully funded in fiscal year 1933 subject to availability of 
funds. The overall project financial plan is presented in Table 4-1 and 
shows, by component, the AID loan/grant and GOP counterpart costs. 

About 30% of the GOP budgetary support consiscs of in-kind contributions, 
principaliv salaries ,f persons already on the Government payroll. The 
remainder will be utilized to acquire additional personnel, fund travel and 
per diem costs, which will be incurred in promotional activities in Panama, 
U.S.A., Europe, Asia and Latin. America, and to ftd.dvertising and publicity 
associated with those :ctivities. iu preparntion o'f the budget personnel 
costs which will eventually comprise nearly half of the IC' budget are 
projected to rise at about 15% per year. 

Annex II.C.2 presenus the detailed budgets for Al) loan and GOP 
counterpart funded activities. The figures rherein show the cstimated costs 
within each project conpone nt and how these cos.. s were dove loed. 
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3. Allocation of Costs and Projected Expenditures by Year (US $000) 

The Loan will finance 33% of the project's cost, the Grant 2%, and GOP 
counterpart 67%. The major loan funded activities are; Policy and 
Strategies, f2,084 (17%); Investment Promotion, $1,080 (9%); Investor 
Services, 455 (0%); and Institutional Development, 1554 (5%). The Grant of 
$200 will pay for periodic evaluations and a project officer. GOP counterpart 
costs will be: personnel, 13,530 (29%); logistical support (including 
vehicles, fuel, maintenance, and rent), 11,809 (15%); and marketing, 2,771 
(23%). Projected disbursements by component by year over a five-year period 
are shown in Table 4-2. 
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Table 4-i 
PROJECT FINANCIAL PLAN 1/ 

(us ooo) 

COMPONENT AID/DG AID/D COP TOTAL 

A. Policy & Strategies 
1. Policy Studies 

2. Marketing Studies 


3. Training 

B. Marketing (Promotion)
 
1. Promotion Activities 


2. Investor Forums 


3. Technical Assistance 


4. Training 


C. Investor Services 
1. Technical Assistance 


2. Vehicles 


D. Institutional Development
 
1.Training 


2. Equipment & Material 


3. Operational Expenses 


E. Evaluation 
 95 


F. ProjectOfficer 
 105 


TOTALS 200 


795 -- 795 

782 -- 782 

50-/ -- 507 

--- 2,771= / 2,771 

180 - 180 

435 -- 435 

165 -- 465 

28 -- 28 

27 27 

1342/ -- 134 

420 235 655 

5,104 5,104 

-- -- - 95 

-- -- --105 

3,773 8,110 12,083 

Refer to Table 3 of Annex IT, 
Section C.21/ The industrial development advisor is sho'wu h'ere under Policy andStrategies, as opposed t.o Institutionil 1;-_.-velgent.
Includes publicity, travel, per diem, repr qntation. 
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Table 4-2 

INVESTMENT COUNCIL OF PANAMA PROJECT
 

PROJECTED EXPENDITURES BY YEAR I
 

(us 3000) 
AI D GOP AID COP 

COMPONENT Year No.1 2/ Year No.2 

A. Institutional Development - 300 479 520 

B. Policy and Strategies 1)5 - 682 -

C. Investment Promotion 3/ 92 300 655 632 

D. Investors Services - - 55 -

E. Evaluation & Project Officer - - 70 -

F. Operational Salaries 300 - 930 

TOTALS 287 900 1,941 2)082 

AID GOP AID GOP
 

COMPONENT Year No.3 Year No.4 

A. Institutional Development 59 480 15 509 

B. Policy and Strategies 638 - 570 -

C. Investment Promotion 3/ 203 907 130 932 
D. Investor Services  -

E. Evaluation & Project Officer 70 - 60 -

F. Operational Salaries - 1,070 - 1,230 

TOTALS 970 2,457 /75 20671 

-1 For details, refer to Annex 1I, Scction C, Talle I, for COP figures, and 
Table 3 for All) f i iires. 

-/ 2nd 1/2 oF 1933 
3/ Includes pt|biic ity, travel, per diem, and representation. 
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4. 	 Recurring Costs 
Except for the purchase of a few vehicles, office equipment and
 

furniture and a computer (to be financed from AID loan fund) , all ICP 
counterpart expenditures are of a recurring nature. The level of these 
expenditures will increase approximately 14% per year to 42.7 million in the
 
last year of the project.
 

5. 	Conclusion
 

Based on the financial analysis summarized above, the project is
 
considered to be financially feasible with respect to planned disbursements,
 
counterpart funding and recurring project costs.
 

C. 	Technical Feasibility
 

1. Feasibility of the Investment Promotion System
 

The TCP nodel coaprises a hybrid o! investment promotion models 
already being used in various parts of the world. The ICP model simiply 
marshals the favorable eatimres of other models, and adapts these to rhe 
specific economic/investmenr circumstances of i'ana:-ri..The short-run outlook 
for successful operation; is renpered by tKe current reccssion, and in any 
event an investment pronotion system is not expected to produce major results 
for about 18 months; to 24 months after iritiating e;,eraions. 

The long run outlook is highly favorable, provided that attention is given 
to adjustment in labor law anl practices, !th political nnd social stability 
is maat.ained and that Covernvenc services are improved. ' he advantages which 
Panama offers amd to which fcrein invsr ors ave airady responld inalude: 
strategic geographic location, extensive (albeit scnet imes costly) 
international trnansport network, good to excellent inrra-strmctmre, good 
supportive industries and services, relatively low cost lahor (lower than 
Singapore, Taiwan, Korea and1 P 1 ng Kong) generally good ski ll 1eve ls among the 
urkforce, a wel l educated and hence trainable workforce, a good record of 
producrivitv in cxisting ,xpert industries, a sophisticnted local business 
conmunity, good experience with joint-ventures and excellent living conditions 
for 	ex-patriates.
 

Recent detailed cost conparisons by Sugarman and A\ssociate f.or specific 
assembly industries indicated that Panama was cost com.petitive with other 
Central American nations, and offered substantial advintales over Far Eastern 
nations. 

The initia decisions ro frcus the ICP 'is based t: on an obhjct 1-ive 
assessment of its ability to attract investaent. Subscquent interest shown by 
U.S. Q:u inoprcn and Tapanee fin-s c nf irm th.e .sses;,.e, . 
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2. Human Resources Availability
 

The primary source of human resources for this project will be the
 
existing ICP staff of 30 professional and support employees plus 25 still to
 
be recruited. selection, and motivation of
Careful training, investment 
promotion personnel is considered key to the success of this project. In
 
addition to criteria such as preparation and experience, personnel will be 
chosen with regard to maturity and ability to perform in a Team. The 
opportunities offered for )rofessional growth are expected to increase the 
capability of project personnel to perform effectively at all levels of the 
project.
 

3. Infrastructure 

Maintenance of physical facilities is not considered a problem. 

4. Replicability 

The ICP concept, organization and program is readily replicable and
 
adaptable to special circumstances of other countries. Its ease of
 
replicability arises from the functional approach taken in its design. T"he
 
functions identified are those 
which are necessary for any coherent investment 
promotion program, as are the activities which support such functions. In the 
Panamanian configuration, the ICP operates as the "sophisticated salesman", 
and recommends policy and procedural changes to other governmenr agencies. 
Other countries' ICP equivalents may also make policy or perform additional 
administrative functions. In any case, the basic ICP design is adaptablc to 
differing degrees of institutional authority, size requirements, and market 
focus. 

5. Adequacy of Investment Demand 

The level of fixed investment required r, meet minimum employment 
generation goals over the project period is 168 million. This assumes a per
employe& investment of approximately 8000. The assumption is based upon a 
probable mix of industries heavily weighted, during the project years, with 
assembly industries, whose per workers fixed investment averages about t2500. 
This is offset by more capital intensive indust-ies such as ship breaking (a 
current project being considered) whose per worker costs may exceed t16,000; 
and agro-industry facilities in which sophisticated and costly processing 
equipment will be required. 

Fixed capital. investment is expected to be provided primarl.y by
foreign investors, with some injections from Panamanian banks. This will be 
supplemenred substant ial ly local who a1ready have theby investors ,pp)roached 
ICP seeking, associations with foreign companies or joint-ventures. 
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6. Adequacy of Trained Labor Force
 

The Panamanian labor force is relatively well educated and foreign
 

firms have experienced little difficulty in training personnel. The adequacy
 

of the labor force in respect to skill levels and skill diversity is generally
 

good although deficiencies do exist in some areas. It is argued by business 

representatives that the Labor Code has been a disincentive to on-the-job, 
employer sponsored training. It is also argued that the training provided by 

public agencies is inadequate and misdirected. These concerns are being 

addressed by the GOP, private sector organizations, and the USAID. No
 

problems are anticipated in filling :assemblv and semi-skilled positions, but a
 

scarcity of skilled mechanies, electronic technicians, etc. would impede the
 

development of certain projects. 

D. Administrative Feasibility
 

projectAdministrative requirements were substantially addressed in 

design: and procedures, repo-eting needs, methods, flows and control systems 

are well advanced in most areas of activity. Shifts in priorities and 

consequent re-allocation of workload has, from time to time, strained the
 

nascent administrarive system; but it is expected that the system will 

function well as priorities are stabilized and full staff is acquired and 

trained.
 

The project design rakes advantage of inst iCuional capacities, staffs, 

resources and outputs of other agencies to the extent possible. The ICP thus 

trades-off reduction in its own resource and operational needs with the need 

to coordinate and assure good performance in cooperating agencies. The 

function is not at this time fully operative. :esponsibilitiescoordination 
and the inter-face mechanism between the ICP and cooperating agencies are 

being defined at ministerial and working levels. This process may be expected 

continue throughout 1983. Successful resolution of these definitions areto 
essential to project success and are receiving attention ar highest levels of 

government.
 

Internal operations are impeded by staffing problems. There have been
 

difficulties in obtaining personnel with outstanding qualifications for key 

positions. qome additional personnel will he required to fill technical 
in early project design, and the appointment ofpositions which were undefined 

a l)eputy Director will he required ro lessen the burdens on the Managing 

Director, whose wider respsonsibilities in the Government make great demands 

on his time. The required staffing is cx-)ecred re le comnpleted prior to or 

early in 1984. Hliring practices, responding to the shorta,,e of fully
 

qualified persoinmel, have created wide discrepancies in salaries paid to
 
severe
persons occupying appa-rently identical. positions. This may create 


morale and retention problems as training i, co7pleted and when perfornmance of 

lower paid personnel approc he ';or exceedf that of the higher paid. This 

pro ,1e,. is heiig addressed and a s ,.tem c t ntry and promotion criteria is 

expected to emerge diriu;, th,- next year. 
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The administrative problems of the ICP are to be-expected in a new--and 
this case a uniquely different--government organization. Given the attention 
of senior management, successful resolution of the problems are expected in 
due course; and no serious impediments to successful operations are foreseen. 
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PART V. PROJECT IMPLEME NTATION ARRAN3EMENTS 

A. Project 'Management and Coordination 

1. Role of USAID
 

The Entrepreneurial Resources Croup (ERG) has -rimary :esponsibility for
 
monitoring the project. With the assistance of ices of Develoment
-r2ff 

Resources and Controller, the AID Project Officz-r :11:
 

- Assist the ICP in preparation of documents req:ird for competitive 
procurement, 

- Assist in developing financial plans an .or*. ins; 

- Review and monitor annual ICP training and t.i:al assistance plans and 
suggest modifications as nee-ed; 

- Coordinate project evaluation activities; 

- MonLtor project acrivity, cns,,ring conplianz, ::"n cenditions and 
covenants, taking management action as neces_:r.; and, 

- Report on the project to Mission uanazee:nr as appropriate. 

2. Role of ICP 

Successful implementation uf the project rec *'_s rechnical expertise, 
agressive promotion, and coordination at the pol:v and operational levels 
within rhe government as well as with various -,r: v,: sector entities. To 
meet these reqluiremezics, a project technical-rnan:z -rent core will be 
established by the ICP in Panama (ity. This ccr ..i1 consisr e' the 
following officers: 

The Ministor of the Presidency
 
Tae ICP Board of Directors
 
The ICP Manag in , Director
 
The INP Project Coordinator (Deputy Dire:nr; 

The ITCI Coordinator 
External Advisory Groups 
Consultants
 

Proje,-t manag,enenr and coordination rolcs are -arized !e)low: 
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Minister of the Presidency 
The Minister of the Presidency will provide broad policy guidance to the 

ICP Board of Directors, the Managing Director of the ICP, and cooerating 
agencies as regards the content of activities and the roles of the various 
entities and their personnel. Once these guidelines are set, it is 
anticioated that the Minister's involvement will be required only when new 
project policy issues arise. 

ICP Board of Directors
 

These individuals will oversee the project. While not involved in the
 
day-to day minutia of project implementation, the ICP Board will bear the
 

responsibility for national level coordination of rhe project, presentalion of
 
counterpart funding requirements to the Minister in conjunction with the ICP
 
Managing Director, and making decisions on tile furrher expansion of the 

investment promotion efforts. 

ICP Managing Director 
The ICiP Managing Oirector will have the primary responsibility for the 

implementation of the project and for coordinating its activities with other 
Ministries. lie will have the overall responsibility for decisions regarding 
project personnel, facilities, provision of logistical support and technical 
assistance. The Managing Director will also be responsible for the 
development of tile yearly counterpart budgets in consultation with the ICP 
Board of Directors for preseration to the Miniscer in support of tle TCP 
Project. 

ICP Project Coordin; tor 
The TCP Project Coordinaror, probably the Deputy Director, will report 

directly to the Managin, Director and will be responsible for the day-to-day 
managemcnt of the project. "'his person will be a critical elemenit in the 
implementation of the project, responsible for the technical execution of all 

project activities, supervision of technical assistance personnel. and for the
 
quality/quantity of the technical outputs. Such an individual should have a 
technical background in business/investment promotion, possess public 
management skills and have proven experience in the implementation and 
evaluation of complex development projects. Specifically, he/she will be 
charged with:
 

(a) 	Developing/finalizing scopes of work for all technical assistance 
provided tinder the project; 

(b) 	Schedmling rechnical asr;istance is regards the most efficient timing
 
of inputs and their prclcr seqtence of execttion;
 

(c) 	 Over-seein,,,. all t cc l ical-assistance ilput s and output',; 

(d) 	Facilitating the work of tcchnical assistance consultant,; within and 
between the ICl's varioun field off ices; 
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(e) 	 Coordination of training, infrastructure, and logistic support plans; 

(f) 	Suggesting remedial actions and/or additional inputs for those
 
activities suffering implementation difficulties.
 

MICI 	Coordinator
 
MICI will name a coordinator to be charged with coordinating the 

day-to-day activities between the ICP and MICI's PARS units and the Foreign 
Commerce Directorate (DICOMEX). As with the Project Coordinator, the HICI 
Coordinator will be responsible for facilitating and coordinating the work of 
the consultants within MICI and for coordinating those activities with other 
members of the commercial sector. 

External Advisory Committee 
Three or four highly experienced investment promotion executives anJ 

international businessmen will constitute and advisory and evaluation team. 
This work collectively or individually with the Board of Directors and the 
Managing Director. 

Consultants 
Conultants providing technical assistance will be responsible to the 

Managing Director and work under the daily supervision of the Project 
Coordinator. Their spccific conaterpart s wiI be the technical personn,: in 
the various departmrents,;, NICI's P'olicy and Studies Croup or the Project 
Coordinator as required. Any problcmis or difficulties with conrultants that 
cannot be resolved by the 'roject Coordinaitor, in coniu ltation with the 
technical personnel, will eb raised to the level of tl'e ICP M!anaging Director. 

B. SummatV 'roject Implementation Plan 

The UCP will. be desi gnated an implementing agency in the Project 
Agreement, responsible for project planning, admi ni strat ion and coordination 
of inputs such as technical assistance and training. 

The four-year implementation schedule provides for the integration of 
ongoing ICI' activities with now project elements. The extensive organization 
and planning tnhat has preceded project finalization is expected to ease normal 
project imp lenentation delays. Given the close COP col laborat ion in project 
develipment; negotiation and exc ution of the proj uct s;hould proceed rapidly. 

The 	 foilowing planed activities for imle)are key 	 dates project imentation: 

(Additional information can be olwained from Anntx 1H.3.) 
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Dates Activity 

1983 

June 30 Loan/Grant authorized 
July 15 Project Agreement signed 
August Develop Procurement Specifications 
August Initial Conditions ?recedent met (Section F.1 below) 
September Contract short term technical assistance for 1983 
September Project promotional camnpaign begins 
September Subsequent Conditicns Precedent met(Section F.2 below) 
September Prepare RFP's for 1crv. term technical assistance 
October Begin solicitation :n-1 evaluation of proposals 
November Begin special studies 
December U.S. market ident if:cation/training conpleted 
Decemnber External Advisory C:s.:ittee selected 
December Comp lCte negot iat i,.. on long-teni technical 

assistance contraat 
December Completion of trai.n., of RDO staff 
December Submission of train-n:.; and technical assistance plan 

for 1984/85 

1984 

1st Quarter Cout 1linat ion of U.S. r -:r'etstudies 
Complete training of first two promotion teams 

2nd Quarter Begin promotion vis's to U.S. 
Begin Latin America Prvlotion Team training 

3rd Quarter Begin Asian Promoticn Team training 
Begin European Promorion Team training 
Submission of a training plan for 1985/86 

4th Quarter Conduct first evaluation 
Begin promotion in LA and South America 
Begin promotion in Asia 

1985 

1st Quarter Begin European promction campaign 

4th Quarter Condtuct second evaluation 

1986 

At 1 Quactcr Condtct .hi rd eva lIu.., -;I 

191 TIn-dept h impact c.', .: ion PACD 
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C. Training
 

The various diagnostic studies pointed out training needs for technical 
and operational-level personnel in 3 areas: (1)Policy issue identification (2) 
Marketing Analysis and (3) Promotion Activities . Mlore detailed information 
on specific training needs and the planned program can be found in Annex B.3. 

D. Procurement of Goods and lervices
 

1. 	 Overview
 

AID guidelines suggest that the Borrower under an AID project be 
charged with the procurement of goods and services unless there are mitigating 
circumstances. In the case instant, it is felt that a realistic assessment of
 
the GOP's current admini strative constraints suggesCs the need for some 
initial procurement help by ATI). Specifically, AID will ?,rchase (1) the
 
autoanted data processin/ ir,fortuntion syste, an] (2) the investor services 
vehicl es.
 

Once the actions described above hav2 ;-een ce;.ipleted, it is expected that 
AID 's act ye psroureme t/contrat ing support role will en.. 'ith the planned 
technical assistance and training in institutioual dev.-lo: :eut, policy and 
st rategy and invas tm-_nt pro:otion, ti IC' will assu:e res:)onsibility for the 
procuromeci of al1 goo d W;e rv.eccs fi i.ane-ed under t"he Project. 

E. 	 Pr__o Evalu.tion 

Annual prog ress valuations w;ill, be held in 198!i, 1985 a:nd 1986 with an 
in-depr impact eva luation scheduled six months before the PACD in September 
1987. The progress evaluation;s will he a joint ICP/AII) rvaluta, ion effort to 
review the project's progress. Given the various investment marketing 
metlidolog ies being uttilized, AlI) and the COP will hav2 to assess their 
success to soie (legree before deciding to expand/curtail these activities. 
Reg;ular pro'. ress eva luat ions wi 11: 

1. Ex ,in,e the Project's design to determine if it conforms to current 
reality;
 

2. 	 Exami t? the timely provision and quality of inputs by AID and the GOP; 

3. 	 Co,.pa re and analyze actual 1prog rcss toward achievement o planned 
output s and , uro.;e; and 

4. 	 Tde ntify atli a,ilyz, ir.ipleunentat ion piroblems, their causes and
 
effects.
 

: st,yre in ,' ,ca ni 
am! con,; idcr whi posit iye attri t ,s- it 1): wor thwhile 
in:ol por.l ilu amid! 0 c:.:l. li111,in tIm ICI'. 

5. A ',.' - ,,Il; mci s, . for har pro-',,i ion MLd.hodologies 



-46-


Using the results of each evalution, the combined ICP/AID evaluation team

will hold a workshop to prepare an action document that contains major

findings and recommended orrective actions. 
This 	report will be submitted to
 
the ICP Board of Directors, the Minister of the Presidency, and the Minister 
of Planning. 
The ICP Managing Direcror and Project Coordinator will be
 
responsible for ensuring that the recommended actions are carried out within
 
the time period specified in the evaluation report.
 

The final End-of-Project evaluation be prepared outsidewill 	 by an group
of consultants. This evaluation will cover the topics mentioned above and also 
determine whether the project has achieved its end-of-project status,
determine the project's positive and negative impacts, catalogue what 
lessons
 
have 	been learned, and specify if these lessons apply to the other phases of 
investment promotion activities under implementation, or to other Mission 
sectoral projects or to activities in other countries. Copies of this report
should be delivered to the Ministers of Planning and the Presidency and AID 
within 30 lays of the Project PACD. 

F. Conditions, Covenants and ?,egotiating Status
 

The project has been thoroughly discLussed with members of the public and
 
private sectors at the national level and 
 has been formally presented to the 
Minister of Planning and Economic l)evelopment, t:he '-finiscer of Commerce and 
Industry and the ICP Board of Directors. Reaction has been favorable and 
there appear to he no major impediments to negotiating and signing the Project
Loan and Grant Agreement in FY 1983. The formal GOP request for the project
from the Minister of Ptanning is shown in Annex T.B. On the basis of Mission
 
analysi.,, in addition to the 
standard conditions, we are recomnending the 
fol lowi ng: 

i. 	 Conditions Precedent to First Disbursement (0oan and Grant) 

Prior to any disbursement, or the issuance of commitment documents 
under the Project Agreement to finance any Project activity, the GOP shall,except as Al) may otherwise agree in writing, furnish to AID in fcrn and 
substance satisfactory to AID; 

(a) 	Evidence that all heads of the ICP cffices, the new Deputy Director, 
most of the of professional staff have been recruited making a total 
of at lest 22 professional staff members on board. 

(b) 	Evidence that a Project Coordinator has been appointed in the ICP. 

(c) 	Agreemnnt between the >Jinistry of Conmwrcp .nd Indust- ry ('MICI') and 
the investment Coiincil of 'anama (IC') which details MICI 's 
responsib lit ije; and the rc ,oures to b.) comuiittcd under the Project 
and how acti v ities wi ll. be coordinated bc k-.'&cn l-e Ml CI and thIe CP; 
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(d) 	A legal opinion from the Procurador General to the effect that the
 
ICP has been legally created and constituted under Panamanian law.
 

2. 	 Conditions Precedent to Disbursement (Loan and Grant)
 

Prior to any disbursement, or the issuance of any commitment documents
 
under the Project Agreement to finance any Project activity except for the
 
procurement of computer equipment and software and the contracting of a
 
project officer by USAID, the GOP shall, except as AID may otherwise agree in
 
writing, furnish to AID, in form and substance satisfactory to AID:
 

(a) 	A financial. plan which details Loan, Grant and COP counterpart funds
 
budgeted for all activities to be carried out over the first year of
 
the Project;
 

(b) A quarterly work plan, to be submitted each quarter during the first
 
year of the Project, which details each Project Activity to be
 
carried out during such quarter and a budget which details the 

proposed AID funds for each such activity. 

3. 	 Recurring Conditions Precedent to Disbursement (,'oan and Grant) 

Prior to any disbursement, or the issuance of any co,,nitment documents 
under the Project Agreement to finance ne.w Project activity, each Project 
year after the first Project year, the T siial1, except as AID may otherwise 
agree in writing, furnish to All), in form and substance satisfactory to AID: 

(a) 	a financial plan which details Loan, Grant and GOP counterpart funds 
budgeted for all activities to be carried out over such Project year; 

(b) 	a quarterly work plan, to be submitted each quarter during such year, 
which details each Project activity to be carried out in such quarter 

and a budget which details the proposed AID funds needed for each 
such activity. 

4. 	 Covenant s 

The GOP shall covenant that, unless AID otherwise agrees in writing, it 
will" 

(a) 	 Provide budgetary support to the IC: over the life of the Project of 
not less than the equivalent ,f US S8, 11,) ,00 for Project activities 

and to provide adequate bud, .tary s',ppert to the ICP for on-go.ng 
activities after the life of the 'rojcct; 

(b ) Make rcasonab Ie ef forts t o ret a in pc r -,oin t ra i ned under t:he Project 
in po,, ition'; relatcd to investment prc:,;otiou and/or employment 
genera t ion. 

http:on-go.ng
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~S~IA ~ ~ 'CrrEC!XL VE tABLE rCrCR .ANS CIFZERIFICKATIQ DICRTMIfT ASSULTTIMS 

A. c-il 

-lic a--ndp:iv-:e 
S...est-7--- :esc :C*2s to increase 
e.-plz-e: cp9c::-=;.: es 

1. Levels of investent 
2. Job creation 
3. Ac=Iropriate leqislatie and 

and a-%nistrati c-..nges. 

Ce.sus & ni:icnal statistics 

1e--rI. Panama is corpetitively 
positioned to corpete in 
international markets. 

2. Investrent climate adequate 
to attract invest.rent. 

B. ?:o'-ct pJ=cse 

T 
za~e -t, cz 
o-
serv::e 7e-

- anc 

:-he :e:a:ionaJ. 
tne " --.st-ent Council 

ta7:-.!to Cro.mote ana 
ecr:-riented 

s-.o Ins-ent. 

A -ectmpniam in place cacale of proroting 
direct new invstent :i expcrt-o-isnted 
incust-z' ;n Pana--.a arr:iutzaols to tne 
Pro:ec, of not less t an $24 million per 
year .n current dolla:s ~:be enera:ion 
of not less trnn 3,000 di:ec: new jobs 
eacn year. 

Annual Project Reviews 
Project evaluations 
AD Project Files 
GCP statistics 

1. The current world-wide 
recession does not deepen or 
continue through tte life of 
the project. 

2. Gov't. and private sector 
com.itment to ICP concept 
continues. 

Indicatcrs 

Direct 
Invest--ent 
Ions 
Indirect 

InvesrL-'-nt 
JoDs 

(Smillions) 

(S millions) 

1983 
9.6 

1200 

6.0 
I6CO 

1984 
14.4 
10O0 

9.0 
2700 

1955 
20.0 
25CO 

12.0 
3750 

1986 
24.0 
3C00 

12.0 
4500 

Totals 
68.0 
8500 

39.0 
12,750 

Total investment- Soilions 
Total jobs- 21,250 
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Annex 1.B 
Page I of 2 

Ministerio de Planifica-iOn y PolItica Econ6mica 
JUL Go 1983 5 de julio de 1983 

US AID/PANAMA DPEyS/DPIyNP-165

C&R SECTION 
 D
 

Sefior
 

Robin L. G6mez
 
Agencia para el Desarrollc
 
Internacional (AID)
 
Ciudad.
 

Estimado se~or Director:
 

Por este medio solicitamos de la Agencia para el Desarrolic
 
Internacional (AID) que usted dignamente dirige en 
Panama,

el respaldo financie o reciuerido para llevar a cabo el pro
yecto denominado "Conscjo :'acional de Inversiones". 

Como es de su conociTliento, el Gobierno de PanamA le viene

dando una alta prio-riO" a todas las actividades que conile
van a un aumento 
 en el e-,uleo dcl pals. Por este notivo,

funcionarios dCel sector p-oblico v de la AID, conjunLamente

con consultores t.cnicos, han estado trabajando en el dise
io de un proyecto quc 66 :espuesLa a dicho problema. Esta
 
respuesta en pirte, ha sido la concepci6n del proyecto "Con
sejo Nacional d6 Inversiones".
 

1 proyecto tione como objotivo desarrollar la capacidad ope
racional del recienter:.cnte croado Consejo Nacional de 
 Inver
siones de Panani-. Lsto so 
darla a trav(s del fortaleciien
to de cuatro 6reas quo son: invostiqaci6n y desarrollo, mer
cadeo, servicios a los inversionistas y desarrollo institucio
nal. Con ese fin, se dOesea promover y proporcionar servicios 
de apoyo a los inversionistas do nuevas inversiones, orienta
das principalmente a la exportaci6n, y a aumentar el empleo en 
el sector privado.
 

El proyecto serg ejecutado y coordinado por el Consejo Nacional
de Inversiones do Pana,.: con la participaci6n del Ministerio de
Comercio o Industria- (,1C[). Su porlodo de cjecuci6n so esti
ma on cuatro ros, cci-.x:zando on el afio 1983. 

El costo total. tid pro'ecto so e.tma en 1/.12,083,000, do los
 
cuales AID fiiwiciarl1 ,/.3,973,000 quo inciyen un prestamo do

B/.3,773,000 y una dc. u:c-itn do 1,/.200,000, y 
 el resto, -
B/.8,10,000 . !.,eric-:dt-rapart.i]a d].Gobiorno do Panama on 
espocie y efectivo elurau: de]. r.Asmo.pu-1.ia e]. 6xito El pr5s
tamo solicita.,o pelcr.i1lazo d 20 ai-os, inclu~do un porlodo dot o 
jrac ia (.e .(i)-E,10 ,ivos sohre c principal; debiondo el 
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Gobierno pagar a la AID en concepto de intereses el dos porcien
to (2%) anual durante diez (10) aos a partir de la fecha del 
primer desembolso y subsiguientemente el tres porciento (3%) anual 
sobre el saldo del principal y sobre cualquier intergs vencido.
 

Por lo anteriormente expuesto, deseamos reiterar nuestra solicitud,
 
sabiendo de antemano el respaldo positivo que ustedes han brindado
 
y seguirdn brindando al Proyecto.
 

Atentamente, i 

.~EI1NICO SOLIS R. 
1-1 troi.3 




t JiLASFIoSTAT3 

~P.T1T\.-i3 INYO: DCJ1 CI{RML0pe1p1 
' 5Uii'iU 


CZC?l:i 024'1
 

n- R-U7c 	 A6 Ur~"e6217101 	 ACTI 0,NTA XEI 

9_: 4M-1 AMJTS 	V:2 7 	INTAJAL 
S Tv -" SA T v,_WAS_____

T'O A'!- 1BASST PANAMA PRIOR ITT, 839 -PTE IM853 

UNCLAS STATP 02-9817;"HR 

? .G t 3156: M/A 

S"',J-,rT:IiN'12STt1ENT COUNCIL 0. 1P.NA1A -PID *Y'IEUAC~ 
r A P 1. 

1. 	 TPT STU1J7.T PID 14AS 1REYIEYED AN10 APPIOV 'D AT A DA'-C.
 
~ i", T~I11O~ ~1~W.
*JUA~ N .ADDfITION'. TO 'MiET35~2. i~1U P IMrSIO TH PIA, -? ;PP 3Ef 1!LID 

t~IS~MDANST,1.E 	 INTO C01';SIP-:-A'ro) THEQ1~ST NsI.ND S.UiT ;C'"TE A FOLILOW.-	
10 

~ r ? ITTJU IDT CTATUFY TH7 7-;.Th?' TO WHTnV! T!E 

P 1 T7 AU.Y",' ~~ 	 IfTCPCI §A.~JU3P I201.r~ ~O x u 

AWflD 	 "Y"OdT AN? P)V"2 Ti'1'FJT irCMOTION SiOULD PC-t, F(0 ! rI-7,1i T i, TIMl prSurUImi SYCULD , 5cx~.RICR 

?ucru;CU!ThrIY P"RIN" CARRIFI) OUT BY TH't, INT2 AM!DOIAT. 

"7' F 1)EI aTA * F -7S'. IC. SY3'T1-'M V ITJ (P AR, 1ITH Lid ~cI. 

3. NITTI 	 P?,SP' CT TO T-2 ,',7,s NA r-LtI G~E£7CR'ZZ CR"ATI:'; TE1ICp*714ISS'TCU1 RPRSE1TATIVES AT THE 'DAEC REVIfFY4 EXPRS.S.Ewr 
'niiUP TLTS5ATI?IqATION WITHI UIUS ASPFC-L,- OF'.'TEk D:,CRFZplD STA.TED T-'T TFrsE MISSION I-S CONSIDERTill" AS .4C)i!,I

.11 P :1CFT7T (CP) To IIITI. DISP ' SEMFISNT OF' PR~OJECTFru"r)S, TfThT 	 DTB1 3VIS30 TO PM r.'- STR~IC'?U ti ) AT 	 PITSVITVU WEliimSSES AS I7vNI'TIFD. I'
*i'2Oi~,PT't THRF DA1EC PFT'7W- dp ',[~Ei? I,:- is 11Rt

ln7flr'-IAT7 T."AT PV711SONT1',S- 10 3,2 CP (TO rlUSI N
S~' 7' .1VmJ Tfi*1' IGJI'iC. '!C-: CF TH1IS DFCL3* 13OTH 

v~ ~ TPTP.N U'''0 No T TY~~;~iu~,0 NIi"ICO121J 

I5 TJ~'"" M~ 7 Tli1PJ' '-7 	 T.p'~'r.~,, 

U 4C LASS FIT STATE 

.2'04/ 

Annex I.C. 
'lagel of 3 

? 

2S9-AT 83 
TOR: 064r

DS:'141D 

OFF Acr INF 
-

GDP 
OR 7~ 

R
 

EN 
RH: 

K 

r 

RECEIVE E 

Wi AID/PANA!A0tA 

Cf. SU..0 

0 17 / I 



1/2 UNCLASSIFIED 	 STATE 

TRE IC? fURIN!G ANPD AFTER Tff7L!FE CF THIS PROJZZT, TIE
 
*TISSIC. SOULD CARFULLT TFS.MOST COST- FF3CTI7 

CTU.-NIZATIONAL DFSIGN AND MODE OF OPE3ATIO':. SPR71Ft-

CALLY, II TFRM.S CF. ACRIEVIING THE LOWEST I.VESTMENT
 
PROMOTION COST P..R JOB CRATEDI T!I I T..I"; P"7I1W
 

. . -P,OUT, ':XAMTNE: (A) THE. ADVaNTAGES A"D DISAP 'ANA G - OF
 
CONTRACTING WITH A. CO4SULTING FIRM TO P,?RiAAENTLY CARRY
 
OUT IN7,STm FNT PROMOTION ACTIVITIXS. VERSUS SIRING A.
 
CONSUTIN10G FIRM TO PERFORM PROMOTICNAL ACIVITIES DURING
 
TH7 FIRST YEAR OF TH7 PROJECT AS A STOP-GAP M.CFANISM
 
UNTIL THT ICP ISADEQUATELY STAFFED AND TRAINED TO 

,'.DIRECTLY ASSUME RESPONSIaILITr FOR THESE TASKS; (3) 
IMTHER TITT lCP SHOULD ESTABLISH OVERSEAS OFFIC3S Ol-v 
WORT EXCLUSIVELY OUT OF PANAMA; AND (C) THE EITENT TO 
VOICH TFF TOP COULD PIGGYBACK ON. THE INVESTOR SEARCH AND 
PROMOTION ACTIVITIS BEING CARRIED OUT BY MICI PEOVIDED 
THESE ACTI7ITIE4 WERE UPGRA\ED THRU ' "T BITT39I STAFFIN 
:.rD/RO INC7FASeD FUNDING. IF T IS ICIDF.D TO CCITRACT 
'ITA,%coV'3LTINI FIRM FOR ON!LY" THE. FIRST TAR O2 SO, 
TUF ICP SOULD FNSUT,?' THAT Tf.E vIRv ':ILL L .k'i? IN PLACe,
,I"?IM 	 THE COUICIL, T4', OPERP"11[01L C.PACI:?n A i 

1 C'-FO..4' TO INDFPENiDYNTLY PER"OR IN ST"...- ?FOTION
CTT'TTI'S UPON Tr 1I!NATION OF T11F CO '.ACT . 

. WITH 1 ..',ARD TO TF AOV7', IT ,!OUTD PPAR T"F? T!.7
 
A,.OUN, OF TRAINING PRGPANtNFP FOR u'T" 1is3 YTAACF
7 	 T'IE 

J1 TJl'A S, -- , t. I. 	 . .. 
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• 	PJ'nlONS FOR WHICH TrFE STAFF WAS T.AI. . IF, FOR
 
?ATY 0, T CPcA AIS S TH1U CAS'9 BI
ASO , T H E SON 


1S,-17 AT TP. OUTSET THAT THE I{IFHZR STAFF I1E:FLS C1,1
 
"PI PAI1!TAIND, THEN THE HIRING AND TRAINING IN TH' EARIT
 
PF.RT OF TH PROJCT S!IOULD 9-i SCALED BAC,(.
 

.. LATED TO TIE ISSUE OF FINANCING, THE ISSION
 
SOU1~LD I!V S'TIATE VARIOUS COST R?1COV'P.Y SCKF,-m?,S FOR
 
'ECUP.RATION OF AT LEAST PARTIAL COSTS CF SERVICES
 
...N .... AD ACTIVITIES CARRIED OUT PT TEE ICP IN ORDER
 

' ASSIST IN ME2IC THE FINANCIAL 143EDS OF THE
 
T. A'I' ZATIO,. 

B ,7. P!Y0.ECT SUC SS WILL PRIM,]RILT, J'E,D P3T ITS 
7'ptOy''1T rIFJIAETING IMPACT. TH E1MPLCYXF'rT G....A.I. N
 
?o11"7NTTI OlY Nj1 IN V2S''MENTS -- POUT DIRECT AND INEIR ECT-

tit) ITL T n ... tA AJCT? S "'L CT O.1 Ci 1 ON '.I -T-: IC s5
"I!j/- IO ! , ES.' TRPO'H I.:IT 

*">I .Iy'T...,f .F,,, ' TARGFTS PT1 S--E ' D i " )-IT S.W-.,
 
T0'.. At " T 'COST P ' !011
~'~ C.'Io, 	 C .T'1: ASP"T I~i.*~. (. , s 	 ~. !~ ~'~ ., .1~. T." 

',C ,SA S.')ITPI2:, 
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FP,!vtCYtNT PROJECTS IN OTUER COUNTRIES. TEE mISSICN 
SFOrOL, EXAMIW THESI RATIOS CAREFULlY AND IS F.!JCOURAGr, Annx 1.C 
TO LOOK AT THT, CARP"I AN 'XP'RI2NC3S AS A POINT 07 
REFETRENCE IN ESTABLISHING AMBITIOUS, OUT RALISTIC, Page 3 of 3 
TARGrt TS FOR DIR.CT AND INDirEDCT JO P(AII.RATION AS A 
RTSULT OF TFIS PROJ3CT. S-CONDLY , THP2 . F7:'AU-; z 
CI.STOJC~ OF W;.ET5FR T!'E EXPLICIT F"OCUS C" P..D CTICN FOR 
".XPORT AND TH7 IMPLICIT FOCUS ON FA1TN G ANNA.NU 


'
 ASSFMY..... P 	 0ATIONS 'AY BE L.AVING OUT C' PO3 1SL
 
FMPLO1M'IT GENERATING IfIVESTMENTS THAT ".'CUID 2E
 
STI!U1AT D.BY THI ICP. THE PP, TH3REFOF3, SHOULD
 
PRO.VIDE AN ANALYTICAL JUSTIFICATION FOR THIS LIMITATION
 
IFTT IS TO BE-MAINTAINED
 

-.'
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ANNEX I.D 

PROJECT AUTHORIZATION
 

Name of Country: Panama 

Name of Project: Investment Council of Panama
 

Number of Project: 525-0239
 

Number of Loan: 525-W-054
 

1. Pursuant to Section 106 of the Foreign Assistance Act of 1961, as amended,

I hereby authorize the Investment Council of Panama project for Panama

involving planned obligations of not to exceed Three Million Seven Hundred
 
Seventy Three Thousand United States Dollars ($3,713,000) in loan funds
 
("Loan") and Two Hundred Thousand United States Dollars ($200,000) in grant

funds ("Grant") over a four year period from date of authorization, subject to
 
the availability of funds 
in accordance with AID OYP/allotment process, to
 
he[p in linancing foreign exchange and local currency costs for the project.
 

2. The project ("Project") consists of support to the Investment Council ofPanama (ICP) in the areas of (i) institutional development (ii) policy arid 
strategy, (iii) investment promotion, and (iv) investor services to strengthen 
the ICI's capacity to promote and service new export-oriented and domestic
 
investment in Panama. 

3. The Project Agreement, which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with AID regulations and
 
Delegations of Authority, shall be subject to 
the following esssontlal terms
 
and major conditions together with such other terms and conditions as AID may
 
deem appropriate.
 

a. Interest Rate and Terms of Repayment
 

The COP shall repay the Loan to AID in U.S. Dollars within twenty (20)

years from the date of first disbursement of the Loan, including a grace

period of not to exceed ten (10) years. The. GOP shall pay to AID in U.S.

Dollars 
interest from the date of first disbursement of the Loan at the 
rate of (i) two percent (21) per annum during the first ten (10) years,

and (ii) three percent (3%) per annum therafter, on the outstanding

disbursed balance of the Loan and on due and unpaid accruedany interest 

thereon.
 

b. Source and Orji,,inof Comoditi__,., _ionaH.yofoServices (oann) 

Comnmodities financed by ATI) under the shall have their andLoan ;ource
orIgin in Pan uma or in countries Included in fll) ceol,,raphic Code 941, 
except as All) wiay otherwise agree in wriLing. Except Ior ocean sh ipping, 
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the suppliers of commodities or services financed by AID under the Loan
 

shall have Panama or countries included in AID Geographic Code 941 as
 

their place of nationality, except as AID may otherwise agree in writing.
 

Ocean shipping financed by AID under the Loan shall be financed only on
 

flag vessels of Panama or countries included in AID Geographic Code 941,
 

except as AID may otherwise agree in writing.
 

c. 	 Source and Origin of Commodities, Nationality of Services (Grant)
 

source and
Commodities financed by AID under the Grant shall have their 

in the United States, except as AID may otherwise
origin in Panama or 


agree in writing. Except for ocean shipping, the suppliers of commodities
 

or services financed by AID under the Grant shall have Panama or the
 

United States as their place of nationality, except as AID may otherwise
 
agree in writing. Ocean shipping financed by AID under the Grant shall be
 

financed only on flag vessels of the United States, except as AID may
 

otherwise agree in writing.
 

d. 	 Conditions Precedent to First Disbursement (Loan and Grant)
 

Prior to any disbursement, or the issuance of commitment documents under
 

the Project Agreement to finance any Project activitiy, the GOP shall,
 

except as AID may otherwse agree in writing, furnish to AID, in form and
 

substance satisfactory to AID:
 

(1) 	Evidence that at least 22 professional staff members including
 
the heads of the ICP offices and the Deputy Director are on
 

board;
 

(2) 	Evidence that a Project Coordinator has been appointed for the
 
ICP;
 

(3) 	An agreement between the Ministry of Comzherce and Industry
 
("MICI") and the Investment Council of Panama (ICP) which
 

details MICI's responsibilities and the resources to be
 
committed under the Project and how activities will be
 

coordinated between MICI and the ICP;
 

(4) A legal opinion from the Procurador General to the effect that
 

the ICP has been legally created and constituted under
 
Panamanian law.
 

e. 	 Conditions Precedent to Disbursement (Loan and Grant) 

Prior to any disbuir'eniont, or the issuance of any corailtment documents 
under the Project Agr.'emenL to finance any Project act. ivity except for the 

procurcmrnt of c0o;n[)'t or equiprJie n and so[.WLt'e and the contracti ng of a 

project ufficer by U;ALD, the GOil shall, ,xcept as AID may otherwise agree 

in writing, furni;h to AID, in form and substance satisfactory to AID: 
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(1) 	A financial plan which details Loan, Grant and COP counterpart
 
funds budgeted for all activities to be carried out over the
 
first year of the Project;
 

(2) 	A quarterly work plan, to be submitted each quarter during the
 
first year of the Project, which details each Project activity
 
to be carried out during such quarter and a budget which details
 
the proposed AID funds for each such activity.
 

f. 	 Recurring Conditions Precedent to Disbursement (Loan)
 

Prior to any disbursement, or the issuance of any commitment document
 
under the Project Agreement to finance any new Project activity, each
 
Project year after the first Project year, the ICP shall, except as AID
 
may otherwise agree in writing, furnish to AID, in form and substance
 
satisfactory to AID:
 

(1) A financial plan which details Loan, Grant and GOP counterpart

funds budgeted for all activities to be carried out over such
 
Project year;
 

(2) 	A quarterly work plan, to be submitted each quarter during such
 
year, which details each Project activity to be carried out in
 
such quarter and a budget %hich details the proposed AID funds
 
needed for each such activity.
 

g. 	 Covenants
 

The COP shall covenant that, unless AID otherwise agrees in writing,
 
It will:
 

(1) 	Provide budgetary support to the ICP over the life of the
 
Project of not less than the equivalent of US $8,110,000 for
 
Project activities and to provide adequate budgetary support to
 
the ICP for on-going activities after the life of the Project;
 

(2) Hake reasonable efforts to retain personnel trained under the
 
Project in positions related to investrent promotion and/or
 
employment generation.
 

Robin Gomez
 
Director
 

Date
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5C(!) -- COUNTRY CHECKLIST. 

Listed belo; are statutory
 
criteria applicable generally to
 
FAA 	funds, and criteria
 
applicable to individual fund 
sources: Development Assistance
 
and Economic Support Fund.
 

A. 	GEIRZERL CRITIA FOR COUNTRY
,,

EIIG[BLITY 

1. 	FAA Sec. 481. IHas it been
 
determir,e tha" uhe 

governmeznt oSI the
 
recipient count'ry has
 
failed to take adequuate 
steps to prevent narcotic
 
drugs and other
 
controlled suostances (as
 
defined by the
 
Compreheisive Drucg Abuse 
Prevention and Control
 
Act of )170) produced or 
prooc s:,;d, in wjoCle or in 
pazrt, i:" Iuch couI try, or 

tan.JY .cd thrcilqh stch 
country, fromi being sold 

.llcca.U\' thewithin 
jurisdiction of .uch 
count' to U.S. 
Government personnel or 
their d ~pendent,, or from 
enterinq the U.S. 
unlafu ly? 

2. 	FAA Sec. 6?9(c). If 
assis :m!:ce is to a 
governrLent, is the 
gover nnut liabje as 
debtor oCr unconditional 

ab ay to 
a U.S. (-iocn ior C).lods 
or svri,2ce.; fur n iched or 
orclci ,:! ;here (a) such 

avaij .b 'l,. g;] . : ,'

i:nd 	 (h,) t 1 %),bt i ';not 

such C',o' J iIlt (.:t , 

No
 

No 
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3. 	FAA Sec. 620(e)(1). If
 
assistance is to a 

government, .has it
 
(including government
 
agencies or subdivisions)
 
taken any action which 
has th' . effect of 
nationalizing, 
expropriating, or
 
otherwise seizing
 
ownership or control of
 
property of U.S. citizens
 
or entities beneficially
 
owned by them without
 
taking steps to discharge 
its oblications toward 
such citizens or entities? 

4. 	 FAA Sec. 532(c), 620(a),
 
620(f), 62 0D; FY i982 
.... ror- iton Act Secs. 
512 	an 53.Is
 
recipient country a
 
Communist country? VWill 
assistance be provi.6eu to 
Angola, Cambodia, Cub:,, 
Laos., Vietnam, Syria, 
Libya, lrac-, or South 
Yemen? W'LI] assistance 
be providced to 
Afghanistan or lozambique 
without a waiver? 

5. 	XSDCA of 1962 Secs. 724, 
727 and 730. For 
specific restrictions on 
assistance to Nicaragua, 
see Sec. 724 of the ISDCA 
of 1981. For specific 
restrictions on 
assistance to El 
Salvador, see Secs. 727 
and 730 of the IsDCA of 
1981. 

6. 	 FAA Sec. 620(1). }]as the 
counti.y pelilmit.Led, or 
faileo to tke ade.J.uate 
rnei5ur('5 to prevcnt, the 
dajfageO or do.-:;ructLion by 
mob action of U.S.
 
prope r ty?
 

No 

N0 

Not applicable 

No 
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7. 	FAA Sec. 620(1). Has the
 
Nocountry failed to enter 


into an agreement with
 
OPIC?
 

8. 	 FAA Sec. 620(o); 
Fishermen's Protective 
Act of 1967, as amended, 
Sec. 5. (a) Has the No 
country seized, or 
imposed any penalty or
 
sanction against, any
 
U.S. fishing activities
 
in international waters?
 

(b) If so, has any
 
deduction required by the
 
Fishermen's Protective
 
A--t 	 been made? 

9. 	 FAA Sec. 620(Q); FY 1982 
Appropriation Act Sec. No
51I. (a) i5a the 

government of the 
recipiCt country been in 
default for more thirj six 
months on interest or 
principal of any Ali loan 
to the country? (b) Hias 
the 	 country been in 
default for more than one
 
year on interest or
 
principal on any U.S.
 
loan under a progjram for 
which the appropriation
 
bill appropriates funds?
 

0. 	 FAA Sec. 620(s). Ifcontemplated assistance Yes 

is development loan or 
from Econo;-,ic SupportjC 
Fund, has the 
Administrator talen into 
account: the ,*:IC)un t of 
forei n exchawlL, or other 
re-'ources %:hi ch th(e 
country h}i 8 J f;l't on
11)]. itLary ecqtu. jmen t? 

(]Rfor'(Cice Timay ho Twazide to
 
tl(h c lllh "'Ta);J.ijl I into
 

http:Ta);J.ij


Consideration" memo:
"Yes, taken into account 

by the Administrator at 
time of appfoval of
 
Agency OYB." This
 
approval by the
 
Administrator of the
 
Operational Year Budget
 
can be the basis for an
 
affirmative answer during
 
the fiscal year unless
 
significant changes in
 
circumstances occur.)
 

ii.. 	 FAA Sec. 62C(t). Has the 
country severed 
diplomatic relations with 
the United States? If 
so, have they been 
resumed and have new 
bilateral assi stance 
agreements been
 
negotiated and entered 
into s.ince suLch 
resup't- on? 

12. 	 F)3 Spc. 620(u). What is 
the zpayient status o the 
country's U.1,. 
obliqatio ns' if the 
country is in arrears, 
were 	 such arrezti-zicjes 
taken into aiccount by the 
AID Administrator in 
deter;:iining th& current 
All) Op-2rational Year 
1ud1 ?ilay? ((1efereknce 
be ad', to ithe Taking 
in to 	 1Con..16erat. ion neJi,o.) 

1t3. 	 FiAA .',c.._ 201.; _PiY. 1982 
. ... .......
.... - o...... ..
5 r. Z!t ) 1, .-1) oil 

ai c,',c or a.., .~c~d , b~y 
rrant :,j :;:i u;IIyJ:t from 

pr j o,n a llyr : , ,ct~ t o ,, 
~ ~1 ;1 ()U1*11)W L(21) 

.ia8 VC ] ~ :11 ict'c oft:O~ia ('I 
j lit '(1 ,t o 1 I (' r I-o I- -1i? 
]3a: t )(€. colit I ,] (le o " 
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No 

Panama is not in arrears 
in iLs payments of its U.N. 
obligations. 

No
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abetted, by granting 
sanctuary from 
proseCution to, any
individual or group which 
has committed a war crime? 

14. FAA Sec. 666. Does the 
country object, on the 
basis of race, religion, No 
national origin or sex, 
to the presence of any 
officer or employee of 
the U.S. who is present
in such country to carry 
out economic development 
programs under the FAA? 

15 FAA Sec. 669, 670. has 
the country, after August 
3, 1977, delivered or No 
received nuclear 
enrichment or 
reprocessing equipment, 
materials, or technology, 
without specified 
arrangemient- or 
safeguards? has it 
transferred a nuclear 
explosive device to a 
non-nuclear weapon state, 
or if such a state, 
either received or 
deto'ated a nuclear 
explosive device, after 
August 3, 1977? (FAA 
Sec. 620E permits a 
special waiver of Sec. 
669 for Pakistan.) 

16. ISDC . of 98] Sec. 720. 
Was the country 
represented at the No 
Meeting of flinisters of 
Foreign Affairs and Ileads 
of DJ)-(Agation-. of the 
Non-iligned Countries to 
the 36th Genera] SeMsion 
of the Generi-a Au;elnbjy 
of thi( U.N. of !Sept. 25 
and 28, 198 , and failed 
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to disassociate itself 
from the communique 
issued? If so, has the 

President taken it into 
account? (Reference may 
be made to the Taking 
into Consideration memo.) 

17. I.SDC. of 1981 Sec. 721. 
See special requirements 
for assistance to Baiti. 

3. FUNDING SOLTRCE CRITERIA FOR 
COUNTRY ELIGIBILITY 

i. Development Assistance 
Country Criteria. 

a. PAA Sec. 116. Bas the 
Department of State 
determi.nd that this 
governmint has engaged in 
a consistent pattern of 
gross vio.lations of 
internationa!).y 
recognized human rights? 
If so, can it be 
demonstrated that 
contemplated assistance 
will directly benefit the 
needy? 

No 

2. Economic Support 
Country Criteria 

Fund 

a. FAA Sec. 5)2B. Has 
it been determined that 
the country has engaged 
in a consistent pa ttern 
of gror;s violations of: 
interriationa.l.y 
recognized human rights? 
If so, has the country 
made -uchsi ni,ficant: 
ir lprov iiin .; in its hnilan 
ricjht s record that 
furnishAing such 
assistance is in the 
natio nal inte(Jest? 

No 
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b. ISDC, of 1981, Sec. 
725(b). If ESP is to be 
furnished to .Argentirna, 
has the President
 
certified that (1) the
 
Govt. of Argentina has
 
made significant progress
 
in human rights; and (2)
 
that the provision of
 
such assistance is in the
 
national interests of the
 
U.S.?
 

c. ISDCA of 1981, Sec.
 
726(b). If ESF
 
assistance is to be
 
furnished 
to Chile, has
 
the President certified 
that (1) the Go 't. of 
Chile has made
 
significant progress in
 
human rights; (2) it is 
in the national interest 
of the U.S.; and (3) the 
Govt. of Chile is not 
a iding irt rn ti l d 

terrorism and has taken 
steps to brirng to justice 
those indicted in
 
connection with the 
murder of Orlando
 
Letelier?
 

Not applicable 
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5C(2) PROJECT CHECKLIST
 

Listed below are statutory
 
criteria applicable to projects.
 
This section is divided into two
 
parts. Part A. includes criteria
 
applicable to all projects. Part
 
B. applies to projects funded
 
from specific sources only: B.I.
 
applies to all projects funded
 
with Development Assistance
 
Funds, B.2. applies to projects

funded with Development
 
Assistance loans, and B.3.
 
applies to projects funded from
 
ESF.
 

CROSS REFERENCES: 	 IS COUNTRY 
CHECKLIST UP Yes. 
TO DATE? 11AS
 
STANDARD ITEM 
CHECKLIST BEEN 
REVIEWIVoD FOR 
THIS PROJECT? 

I%'!AA. GNERLC FOR PROJECT
 

. F .982_1proprfietion Act 
Sec. 523; FAA Sec. 634A; 
Sec. 653(b). 

(a) Describe how (a) The project was included in 
authorizing and appro- the AID FY 84 Congressionil 
priations committees of Presentation as a proposed 
Senate and House have $3 million grant project. 
been or will be notified 
concerning the project; 
(b) is assistance within 

(b) The original grant project 
was modified to a $8 million 

(Operational Year Budget) loan and $200,000 grant project. 
country or international A congressional notification 
organization allocationreported to Congress (or was sent to congress and the 

15 day waiting period expired 

not more than $l million on , 1983. 
over that amount)? 

2. FAA Sc. 61(a)(3). Prior 
to ob.jibtion in excess 
of $100,00, will t:here be 
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(a) 	engineering, finan
cial or other plans 

necessary to carry out
 
the assistance and (b) a
 
reasonably firm estimate
 
of the cost to the U.S.
 
of the assistance?
 

3. 	FAA Sec. 611(a)(2). If 
further legislative 
action is required within 
recipient country, what 
is basis for reasonable
 
expectation that such
 
action will be completed
 
in time to permit orderly

accomplishment of purpose

of the assistance?
 

4. 	FAA Sec. 611(b); FY'1982
 
Approriation Act Sec. 

501. If for water or
 
water-related land
 
resource construction,
 
has 	 project met: the 
standards and criteria as
 
set forth in the
 
Principles and Standards
 
for Planning Water and
 
Related Land Resources,
 
dated October 25, 1973? 
(See AID Handbook 3 for 
new guidelines.) 

5. 	 FAA Sec. 611(e). if 
project is capital 
assistance (e.g., 
construction), and all 
U.S. assistance for it
 
will exceed $1 million, 
has Xission Director 
certified and Peqional 
Assistant Administrator
 
taken into consideration
 
the country's capability 
effectively to maintain 
and utiliz.e the project? 

Annex I. E
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Yes
 

The Investment Council of
 
!'Panama (ICP) came into existence 
by Presidential Decree on 12/8/82. 

Not applicable
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6. 	 FAA Sec. 209. Is project
susceptible to execution 
as part of regional or 
multilateral project? If 
so, why is project not so
 
executed? Information
 
and conclusion whether
 
assistance will encourage
 
regional development
 
programs.
 

7. 	 FAA Sec. 601(a). 

Information and 
conclusions whether 
project will encourage 
efforts of the country 
to: (a) increase the 
flow of international 
trade; (b) foster private 
initiative and 

competition; and (c) 
Cncouratge development and 
use of cooperatives, and 
ciedit unions, arld 
savingis and o 
associtions; (d) 

souctiron( ticinvestmentsdiscourage mono-polistic
practices; (e) improve 
tcchnical efficiency of
 
industry, agriculture and
 
commerce; and (Ii) 
strengthen free labor
 
unions. 

8. 	 FAA Sec. 601 (b). 
Information and 
conclusions on how
proje-ct will encouragep.S privite trade and 

investment abroad and 
encourage private U.S. 
participation in foreign
assistance prograsii 
(including us;e of private
trade chianne)!; ad the 
£.ervices of U.S. private 
enterprise). 

No. the project will develop the 
capacity of a Panamanian institution 
to attract investments to Panama in 
direct competition with other countries. 

(a) The project will increase interna
tional trade.
 
(b) The project will foster private 
initiative and competition by promoting 
and facilitating increased foreign and 
domestic export-oriented investments. 
(c) Not applicable 
(d) The project will discourage monopo
listic practices by increasing the
 
number of fins in export oriented pro
duction.
 
(e) The project is designed to improve 
the technical efficiency of the ICP in 

providing itS services and of indutry, 
agriculture and commerce by increased 

and competition in the 
sectors,
(f) Not applicable. 

Private U.S. finns will provide technical 
services.
 
The project is specifically designed topromote and service increased U.S. andand other foreign private investments 

in Panama, thereby increasing trade. 
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9. 	 FAA Sec. 612 (b) , 636 (h); 
FY 1982 ApproPriation 
Act Sec. 507. Describe 
steps taken to assure 
that, to the maximum
 
extent possible, the
 
country is contributing
 
local currencies to meet
 
the 	cost of contractual
 
and 	other services, and
 
foreign currencies own.d
 
by the U.S. are utilized
 
in lieu of dollars.
 

10. 	 FAA Sec. 612(d). Does 

the U.S. own excess
 
foreign currency of the
 
country and, if so, whtt
 
arrangements have been
 
made for its release?
 

11. 	 FAIA Sec. 601(e). Will 
the 	project utilize
 
competitive selection
 
procedures for the
 
awarding of contracts,
 
except where applicable 
procurement rules allow
 
otherwise?
 

12. 	 FY 1982 Appr_ riation Act 
Sec. 521. It assistance 
is for the production of 
any commodity for export, 
is the commodity likely 
to be in surplus on world 
markets at the time the 
resulting productive 
capacity becomes 
operative, arid is such 
assistance likely to
 
cause- substantial injury 
to U.S. producers of the 
same, similar or 
competing commodity? 

13. 	 FAA 1 8(c) and (d). 
DoeT' the project comply 
With the cnviroim,.n t:al 
procedure; set fo. th .in 
AID Regulat5o 16? 1)oC.; 

Not applicable. The currency used 
in Panama is the U.S. Dollar although 
it is denominated a "Balboa". There 
is no U.S. owned local currency. 

Not applicable.
 

Yes
 

The project, by promoting and 
servicing investments in export orieonted 
production activities for which Panama 
has comparative advantage, is not ex
pected to cause substantial injury to 
U.S. producers. It is expected that a 
substantial number of the new invest
ments will be made by U.S. firms. 
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the project or program 
take into consideration
 
the problem of the des
truction of tropical
 
forests?
 

14. 	 FAA 121(d). If a Sahel Not applicable 
project, has a determina
tion been made that the 
host government has an 
adequate system for 
accounting for and 
controlling receipt and 
expenditure of project 
funds (dollars or local 
currency generat-ed 
therefirom) ? 

FT....Xl14G CTLITRIA F'OR P7ROJECT 

P'roiect Criteria 

i . ..A7F C . .0 ).) .31 'he problem which the project will 

2[ ) ,)..__ t t 	 address is the hi-,:h level__3, of unemploy
which icuivijty %.ill (a) Irent resulting from economic stagnation.
effect ivc:ly inVolVe the It is expected that new investments re
poor in c velopme;:t, bsulting from IC"s ; activities will.ez: tendij, acess to generate between 6000 andeconomy t aocal eve, 	 9000 new jobs

plus an equiLvalenticnreasing loa l l-inevel from 	 number jobs resultingseconldary investments. ThroL,h1increaing labor.-inten- relatively labor intensive raw material 
s ive pr ocpction and the roduct on processin- and throuh 
use of ppropri t1e multiplier effects, it is expected that
technology, spreading the project will effectively involve 
investment Out flom rural 	 areas and continue Lo improve
cities to small towns and the job possibilities for woMen. 
rural areoar, and insuring 
wide 	 paitic~ a:'"pO.of the 
poor 	 ii the b: nit' of 
develOe ll ,'ilt oil a; us:tain(,d ltri., I ilg thle
 
approqps-,i:ite U..) i nfti
tutic,:v;; (b) )le.1 P (J(*ve3op
 

COC Ctuo'1;;t vrV , 'Ct ially 

to il8..1 : t Iui-t aiban uI:D 

poor to ) ,]p t)l)(.I:))l: 3:v ,.
 
toward ljKtter 31f1 , and
 

http:a:'"pO.of
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otherwise encourage
 
democratic private and
 
local governmental
 
institutions; (c) support
 
the self-help efforts o_
 
developing countries; (d)
 
promote the participation
 
of women in the national
 
economies of developing
 
countries and the
 
improve-ment of women's
 
status; and (e) utilize
 
and encourage regional
 
cooperation by developing
 
countries?
 

b. FA0 Sc. 13, 1037, Yes 
104, 101, 106. Does the 
project kit the criteria
for the type of funs
(functon. accout) 

being used? 

C. FAA Soc. .07. Is 
emphasi n uo of-.--i;ppro-; Not :applicableS 0 
priatE technology 

cost-s".'i ng', labor--Iusing
 
techn.c1orus that are 
genera.Jy) most appro
prieC for the small 
farms, ,nal. businesses, 
and si:a1l ircomes of the 
poor )? 

d. FAA Sec. 110(a). W illI Yes, Panama's contribution exceeds 
the recipient country 25% of the total costs of the Project.
 
provi6ce zt leas;t 25%t of
 
the costs of the progranm,
 
project, or ,ctiv.itiy 
with rest to which the 

Jj,53 :tW I' -- to be 

furnis1.(d (or is the 
latter co;:t.-. i~r 3 g
r:ecju i r ';;<nt ~e i iq;xac d 

for "re]itjvely ieast 
deve1o',ed " coui try)? 

http:genera.Jy
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e. FAA Sec. 3 0(b). 

Will grant capital 

assistance be disbursed
 
for project over more
 
than 3 years? If so, has
 
justification satis
factory to Congress been
 
made, and efforts for
 
other financing, or is
 
the recipient country
 
"relatively least
 
developed"? 
 (1.O. 1232.1 
defined a capital project
 
as "the construction,
 
expansion, ecquippinq or
 
alteration of a physical
 
facility or facilities
 
financed by AID dollar
 
asistance of not less
 
than tl00,000, includi.ng
 
related advisory,
 
maragerial anld training
 
services, nd not under
talcon as part of a
 
project of a predom
inantly technic:alassi.stance char acter. 

f. FAA Sc.322(h) Does 
the actiVi yi\'Y 
rea.onab]-epromise of 
contributiiq to tic 
devel opment. oi econorxIc 
rescources , or to the 
incrc-ase of prodtuctive 
cj)a'c ities an(] self-sus
tainigco (Cno mic qrow Lh? 

g. ec.,'AA 2 ] ( h) .Ihe 

1)e serjr, , ( >: L t ' i. 
p ro(I r-i r cC. q ii t 

p g~r :J cl ],'I ( .: :.;,l't,;our 
d]0e.vi re., i(lp~~i~~o(:,ip:t'j . cuICa-ice U 

of C 1' 1",( 0 the',.1 i" 

Cco ;;try2 ; tO ,,li .('t2&~1 

No grant funds for capital assistance
 
will be available under the project. 

Yes 

project recognizes the nedi, of 
the comitry to iiicC e cinployrnelt 
opportin it 1,!;, utiii ze, ind t raiu,; human , towagrd: tht( inhi;titutiotial. 
{!vv of til 1(1I'.liimeiit th, 

http:includi.ng
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institutional development;
 
and supports civil
 
education and training in
 
skills required for
 
effective participation-in
 
governmental processes
 
esential to self-government.
 

2. 	Development Assistance Project
 
Criteria (Loans Only)
 

a. 	 FAA Sec. 122(b). USAID review has concluded that
informnation and conclusion the COP has the capcity to repay
 
on capacity of the country the loan.
 
to repay the loan, at a
 
reasonable rate of interest.
 

b. 	FAA Sec. 620(d). If
 
assistance is 
for any Not applicable 
productive enterprise which 
will compete with U.S. 
enterprises, is there an 
agreement by the rec inient 
country to prevent export-. 
to the U.S. of more than
 
20% of the enterprise's
 
annual proOLuction during

the life of the loan?
 

C. 	 ISDCA of 3981, Sec. 724 
(C) and (6). if for 
licaraua, does the loan Not applicable
agreeinent require th)at the 
funds be used to the 
maximum extent poss.ible for 
the 	private sector? Does 
the 	project provide for 
monitoring under FAA Sec. 
G24 	 g)

3. 	 Econcniic :puv)ort Fund 
Prcoj.t Crctter. a 

5: ] ( ) W". 


I1 : - , pro:;m:.,tdiu'r OI[;to
 
e'CoJo1I).ic or politkc-al
 

a. C;( 	 ,li11. Not app] icabl)e
 

http:e'CoJo1I).ic
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stability? To the extent 
possible, does it reflect 
the policy directions of 
FAA Section 102? 

b. FAA Sec. 531(c). Will 
assistance under this Not applicable 
chapter be used for 
military, or paramilitary 
activities? 

c. FAA Sec. 534. Will ESN 
funds be used to finance Not applicable 
the construction of the 
operation or maintenance 
of, or the supplying of 
fuel for, a nuclear 
facility? If so, has the 
President certified that 
such use of funds is 
indispensable to 
nonproliferation 
objectives? 

d. FAA Sec. 609. If .. 
commodi'i.ties are to be 

%t applicable 

granted so that sale 
proceeCs will accrue to 
the recipient country, 
have Special Account 
(counterpart) 
arrangements been made? 
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5C(3) - STANDARD ITEM CHECKLIST 

Listed below are the statutory
 
items which normally will be
 
covered routinely in those
 
provisions of an assistance
 
agreement dealing with its
 
implementation, or covered in tie
 
agreement by imposing limits on
 
certain uses of funds.
 

These items are arranged under
 
the general headings of (A)
 
procurement, (B) Construction,
 
and 	(C) Other Restrictions.
 

A. 	Procurement
 

1. 	FAA Sec. 602. Are there Yes
 
arrangements to permit
 
U.S. small business to
 
participate equitably in
 
the furnishing of
 
commodities and services
 
financed?
 

2. 	FAA Sec. 604(a). 3iUYl all Yes
 
procureiient be from the 
U.S. except as oth,.wise
 
determined by the
 

President or under
 
delegation from him? 

3. 	 FAA Sec. 604(d). If the Panama does not discriminate 
cooperating country Pan sU.S. 
discriminates against U.S. 
marine insurance 
companies authorized to 
do business in the U.S., 
will commodities be
 
insured in the United
 
States against maLrine
 
risk with such a company?
 

4. 	 FAA Sec. 604(c); TSDCA of 
19C , . - -i ).--- f
o ore r--curm ent o~fNot applicable 

agricult ural commodity or 
product is to be
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financed, is there
 
provision against such
 
procurement .when the
 
domestic price of such
 
commodity is less than
 
parity? (Exception where
 
commodity financed could
 
not reasonably be
 
procured in U.S.
 

FAA Sec. 604(g). 


construction or
 
engineering services be
 
procured from firms of
 
countries otherwise
 
eligible under Code 941,
 
but which have attained a
 
competitive capability in
 

F, Will 


international inarl:ets in 
one or these areas? 

6. FAA Sec. 603. Is theshipping excluded from 
compliance with 
reciuirement in sect-.on 
901(b) of the Iierclant 
Marine Act of 1936, as 
amended, that at leas 50 
per centum of the qross 
tonnage of commodities 
(computed separately for 
dry bulk carriers, dry 
cargo liners, and 
tankers) financed shall 
be transported on 
privately owned U.S. flag 
commercial ,essel:; to the 
extcnt that such vessels 
are available at fair and 
reasonabl e ratv.s?
 

7 FAA qec. 621. If 
technical as:; starncc is 

financed, will ';uch 
a;s;tan~ce: he futri shed 
by privat( terpI i s on 
a contraIct. h,!;) . t o the
fullest (,':te(nt
 
pract i ch e.' If tie
 
facilitie'- of otI-jer
 

Not applicable
 

Not applicable 

Yes
 

http:sect-.on
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Federal agencies will be 
utilized, are they 
particularly suitable, 
not'comrnetitive with 
private enterprise, and 
made available without 
undue interference with 
domestic programs? 

8. International Air 
Transport. Fair 
Competitive Practices 

Yes 

Act, 1974. If air 
transportation of persons 
or property is financed 
on grant basis, will U.S. 
carriers be used to the 
extent such service is 
available? 

9. FY 1982 Appropriation Act 
Sec. 504. Ii the U.S. 
Govern.1nit is a party to 
a contriict for 
procure(mnt, doc-s the
conti:.'ct conita-in Z. 
provision author Zing 
termin tion of such 
contract for the 
convenience of the United 
States?5 

. Construction 

L. FAA ;ee:. 601(d ). If 
~NoL 

Ca|ital (C.C., 
construct ion) project,
wil U.f;. engineering and 
prof ,si~a] se;ervices to 
be 2? 

Nt apial 
applicable 

2. '.FA . , I. 
Con t. I ;Ic I ('11 
con:.trl (' ioni ir(" to he 
fiJ .'',., wil] they be 

t 1 ;, oi(0I': I t %,( 

Yes 

p ; C t Ji I (-]'? 
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3. FAA Sec. 620(k). 
construction of 

If for Not applicable 

productive enterprise, 
will agggregate value of 
assistance to be 
furnished by the U.S. not 
exceed $100 million 
(except for productive 
enterprises in Egypt that 
were described in the CP)? 

C. Other Restrictions 

1. FAA Sec. 122(b). If 
development loan, is 
interest rate at least 2% 
per annum during grace 
period and at least 3% 
per annum thereafter? 

Yes 

2. FAA Src. 301(d). If fund 
is established solely by 
U.S. contributions and 

Not applicable 

administed by an 
internatioal 
organization, does 
Comptroller Ceneral 
audit rights? 

have 

3. FAA Sec. 620(h). Do 
arrangements exist to 
insure that United States 
foreign aid is not used 
in a manner which, 
contrary to the best 
interests of the United 

Yes 

States, promnotes oL 
assists the foreign aid 
projects or activities of 
the Communist-bloc 
co ntries? 

4. Will arrangements preclude 
use of financing: 

Yes 

a. FAA Sec. 104(f); FY 
198.2T ro-ri ,iL on ;,ct 
Sec. !)25: (1) To pay for 
perioriuiance of abortions 
a. a method of family 
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planning or to motivate
 
or coerce persons to
 
practice abortions; (2)
 
to pay for performance of
 
involuntary sterilization
 
as method of family
 
planning, or to coerce or
 
provide financial
 
incentive to any person
 
to undergo sterilization;
 
(3) to pay for any
 
biomedical research which
 
relates, in whole or
 
part, to methods or the
 
performance of abortions
 
or involuntary
 
sterilizations as a means
 
of family planning; (4)
 
to lobby for abortion?
 

b. FAA Sec. 620(2). To 
compensate owners for 
expropriated nationalized 
property? 

C. F?1A Sec. 660. -TO 

provi6e training or
 
advice or provide any
 
financial support for
 
police, prisons, or other
 
law enforcement forces,
 
except for narcotics
 
prograins?
 

d. FAA Sec. 662. For 

CIA activities?
 

e. FAA Sec. 636(i). For
 
purchase, sale, long-term 

lease, exchange or
 
guaranty of the sale of
 
motor vehicles 
manufactured outside 
U.S., unless a waiver is 
obtained? 

f. FY 1982 Appr opriation
PYes 
Act, Sec._503. To pay 
pens ons, annuities, 
retirement pay, or 

Yes
 

Yes-.
 

Yes
 

Yes
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adjusted service
 
compensation for military
 
personnel?
 

g. FY 1982 Appropriation 

Act, Sec. 505. To pay
 
U.N. assessments,
 
arrearages or dues?
 

h. FY 1982 Antrooriation
 
Act, Sec. 506. To carry 

out provisions of FAA
 
section 209(d) (Transfer
 
of FAA funds to
 
multilateral
 
organizations for
 
lending)?
 

i. FY 1982 Appropriation
 
Act, Sec. 510. To 

finance the export of
 
nuclear equipment, fuel,
 
or technology or to train
 
foreign nationals in
 
nuc~ear fields?
 

j. FY 1982 Aopropriation
 
Act, Sec. 511. Will 

assistance be provided
 
for the purpose of aiding
 
the efforts of the
 
government of such
 
country to repress the
 
legitimate rights of the
 
population of such
 
country contrary to the
 
Universal Declaration of
 
Human Rights? 

k. FY 1982 Aonrovriation
 
Act, Sec. 515. To be 

used for publicity or
 
propaganda purposes
 
within U.S. not
 
authorized by Congress?
 

Yes
 

Yes
 

Yes
 

No
 

Yes
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LAC/DR- IEE-83-23
 

ENVIRONMENTAL THRESHOLD DECISION
 

Project Location : Panama
 

Project Title and Number 
 investment Council of Panama
 
525-0239
 

Funding 
 $5.18 million - All years - Loan 
$1.0 million - First year (FY 83) 

Life of Project : Three years 

I'EE Prepared by : 	Donald Mackenzie
 
USAIP/Panama/ODR
 

Recommended Threshold Decision 
: Categorical Exclusion
 

Bureau Threshold Decision 
 : Concurrence with recommendation
 

Action 
 : Copy to Robin Gomez
 
Director. USAID/Panama
 

Copy to Donald Mackenzie
 

Copy to Karen Peake, LAC/DR/SA
 

Copy to IEE file
 

Date 'dL 
/ 

James S. Hester
 
Environmental Officer 
Bureau for Latin America
 

and the Caribbean 



Annex 1.F 
Page 2 of 2
 

INITIAL ENVIRONMENTAL EXAkIINATION 

Project Location. Panama, R. P. 

Project Title. Investrent Council of Panama 

Funding- All Years- $5,180,000 
First Year (FY '83) - $1.,000,000 

Life of Project- Three Years 

Prepared by-. Donald R. Mackenzie, ODR 

Background-. 

Section 216.2(c) (2) of 22 CFR Part 216, Environmental Procedures, describes 
the classes of action which are eligible for categorical exclusion and for 
which an Initial Environmental Examinaticn is not generally required. The 
activities of the subject project 
exclusions% 

are applicable to the following categorical 

1) 216.2(c) (2) (i) Education, Technical Assistance and 
Training Programs. 

2) 216.2(c) (2) (iii) Analyses, 
Meetings. 

Studies, W'brkshops and 

3) 216.2(c) (2) (v) Documnt and Information Transfers. 

4) 216.2(c) (2) (xiv) Projects to develop the capability of 
recipient countries in development 
planning. 

Environmental Action Recommended-. 

Based on the categorical exclusions discussed above, the Mission recommends 
that the Investment Council of Panama Project le given a Negative Determination 
requiring no further environrrental review. 

V RbinGorez 
Mission Director 

Date 
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EKIIIBIT 1: lOP:CONCEPT 

The e stabli shment of ICP should be seen inJeb -- n _o.Pan a
economicrdevelo~lment over -the, la'st ,deade, 4ho .eand -pa It ic.uia rIyini th 
context~of Panama's mjor economic rolem of the 1980' s i.e. the very high~le ve I'of urban unemployment. ~A brief review of government policies and 

- conomic 
4

trends in the 1970's will provide -the necessary frame of reference. 

~~-- ~ Background teGvrmn i 

'Until theadvent 4of theRevolutionary Goenetii1968, Panama' enjoyed n
steady and reasonably satisfactory economic growth. It is estimated that the 

average annual rate of' growth~from 'mid 1950 to 1968 

' 

was about 7 percent. The'
Revolionary Government, believing that the pattern of past grow th 'dependent 
on import, substitution in manufacturing, income from the Panamna Canal,' and
export of baninas could not be sustained, and furthe-iiiore believinig that the
distribution of, income in Panama is :grossly distorted, embarked on a strategy
 

-. of inasrcresupport and export expansion 'in order to create a surplus

ithin,themetropolitan area to be invested in the rural areas to reduce
 

poverty#'.
 

In thle period from 1969 to 1972 public sector expanded rapidly. Large
sun wer inetdin new airports, dams, roads and-'ports. -Foreigni ow~ned 
utility opanics were nationalized. "Banana lands were purchased and a major
land reform program was inaugur~ated. . Furthermore the Government undertook a 
large expansion of socil~services, particularly in health and 'education,covering~al,1the ru ral'Population. 

Subsequently, in the period from 11972 to 1.976 the main emphasis of,Gove'rnmient- policy was oniself-sufficency in basic agricultural 
'--- roducts,:direct engagement in productive activities and 'Protection of the, 

-lower income groups through 'pri&d"control measure# and laws safe-guiarding the
interest s of labor. GOP entered- directly into Production lic tivities by'owning
antopri. bana-lnainsgrrfineries' cemnent pl~antsand citrus.~ 

'7?1'~- The expansion of social services, ihvestiment in~ intrastructure, and 
- 'A considar'able loss in publicly owned productive enterprises put a h~eavy 'strain'on Goverrnment finance., Coincidentally, in this: period. there Was a slow down 

in world, trade and' a sig~nificant increase In the price of. oi 1. These 
ea loprnent scom~bined with the unsettling effects of. the Panama Canal, 

-negotiations 
 and loss of confidence by the private sector t~o bringabout 
' 

a . ---- severe.,receasison, the effects of4,wich~are still' visible,,' ~ 7 

- 44~4 privateivstent' co Ntma rle 4 peak of 
in housiig. and> a iniJbiti Iad r'eached--~~ $1~70 illion t&"4974delid to 4540in1976, 'and 19770 adin -site of a 


~~ 
4
4 fltalrecovey in 1979, jeuib'o~the 1973 ~f iau& - 4 



4,- " 



i vat~e Investment in'apital goods dropped.frm. $112 million in..974 to 4i 

million~ in 1977.: e same' period :gross by+Tn capital orinaon dec.ine 35 
per cent.~ In the. four years. 1973 to 1977 annual growth, of GDP, was below 2 

thereby resulting in a fall of pe capit -output. tUnemploy~ment,'on, the 
_______I'ircenr 11+h
a,,+e 2 of 

iiational-l'e-vel reached'416-perc-'n--n diicFi cer-ti-nar-eas 5ern7 

In order to reverse this unfavou rable ure nd the Revolutinaly Government 
in' 1976 enbarked on a readjustment aridreversal of it's 'policies.2 In order to 
encourage private investment it provided new incentives ' banned strikes, froze 
collective bairgaining and raised controlled prices. It ias' also.,decidedl not 
to involve the Covernment nny further in production, but 'todisengoge, to the 
extent possible, from those enterprises under Government ownership. Asan 
further stimutus to private investment The 'National Finance Corporation 
(COFTNA) was established to provide equity as well as loans to the private 
sec tor. 

In spite of these efforts, .he current ezonomic condition of Panam has 

not shown much improvement. (See Exhibit 1). Overseas demand remaiins weak. 
Private investors take a wait-and-see attitude. Tourism is severely 

depressed. -Present estimates put unemployment at more-than 15% percent# It 
is estimated that the growth of GDP in'1982 might have been about 3 percent 

K in 1983 none at all..and 

At present the Government attaches the higbet. priority to he resolution 

of unemployment which in the last few years has reached on unreasonablyIhigh
 
proportion. -leasures of a temporary tntire, such as Emergency r~mploymenc 

sector jobs were created with salaries ofProgram under which 25,000 public 
$10O per month for a period of about 2 1/2 years until February 1980, hiid a 
high cost and short term effect. more realistic, productive and long term. 
approach was necessary. A cursory review and analysis of' theprpevailing' 
economic conditions and opportunities indicated' that, a contliouation of tile 
promotion of import substitution mnanufacturing industries was unrealistic 
because by and large the demands of the domestic market were already 
satisfied. Nor could the development of agriculture have an impact because of 
the low capacity for employment generation in the rural areas~and the' 

Kconcetittion of job-seekers in rho Mtropolitan area. 'Sevice indus~tries, 

-A 

++~ + + +:; +ti++:+:.++-+++
........ +( ,:+ + +i+++++++
particularly baniking, insurance adtuimwudcniu ognrt
Z i +'i+S+ "'44 it ndeyrn w ratet rontnu teet 

atvtewilcniutobashigh as in the recI nt past. Furthermore the,,
employment. Hlowever, is h of 

silreqiiirod In these activities are not to he fouri 'amogtems of 
' 

-unemployed.
 + - 4 -+.. '''>....... 


4~ -44 < t' '?4' i4 4 ?4 4-4m' - ' .'4,4 
4"'it+'44'++.+.444444+4-in 

+? 
the 
++ 

westerit hemnisphere+4 ties in 'the 


eposseion assets which could contutduci va, t o ,fQo re ign4 ~Patnamfls compar'ntive advantage 
'4~ -' Z- '1-- - wnt"'4§2-. 4 <+-+-- + - , ' inve- st I inof.certain b..f'4-'444+44,:4"4{'+'+-4'4 & m 4 + 

mauri-icturing indlustries for export if Properly explited.;Amngthes, h@o 
++++++ 444'44 "4 - -+,++++:,; \-++:,++
............4-- . 4d- 4'4+' -'4 


moepottt netr th gographic location of' the' u Pt y," t -poiiiy 
nri 'iaanhii...... ty the..nrketsI'''4''- in '4 nndthesout and 4' the.canal.l.c to -4-4"4'4'4~~4 nordh '4" ' ,4' 


wvhich makes rhe imp arts and exports of goods ec' m ciaii
 

4 h +'.+"
-~'$r~-~ -+.i..44.4 ' 1 4' 
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'The monetary system of Panama beins based on the iUnited~States dollar,
thereby elimidnating the fears of tansferabi lity' and loss Jn.foreign e!xchange,
is a very imiportant factor in the decisions'of foreigninestor~s. 
'j thermore Pjanan hq ipJijg Wlyd-veJ Ap-d-nfra.stru ,a-i-n-port-f ac-i1 i ties ,roads, telen~ommunicat ion, bianking, 'insurance, residential housing, office 
acccrmodstiov, industrial sites and educlated manpo Iwe r. The favorable social 
climate of thze country and its relativepolitical stability should make it 
more attractive rhan many other countries in this region . Vinally, the 
fiscal incentives provided by Panama for investm~ent in new industries or the
expansion of existing ones are rnot inferior to those in other countries in the 
region which are actively pursuing a policy of foreign investment. 

Panama, in spite cf its size, population and natural resources, has ranked 
third in United states foreign investment in Lr~tin American and fifth (third
in 1975) in OECD) foreign investment among Latin America and Caribbean 
countries. The availability of foreign savings for domestic loans is due to 
the favornoke factors and comparative advantages referred to above. Moreover,
it is to be assuned that a number of recent development, such as the CariLbbean 
Basin Tnitiative, the bilateral investment treaty between the United States
and Panama whicli is near agreemeoit, the expansion of the Colon Free Zone, the 
availability cf indutstrinl sites in the reverted Canal Zone, and the trend in 
the United States to move labor i ntensive operations abroad, particularly to 
Mexico, the raribbean and Central American c~ountrties, should improve the 
conditions for foreign investmnt. 

Having concluded that a solution ro the problem of unemployment is to be 
found in investment, especially foreign investmient in labor intensive export
oriented manufacturing industries, the next step was to determine how 
promiotion of foreign investment could best be Achieved. 

For this task the'Government hired the services of an Advisory Group
staffed by the investment banking firma Kuhn Loeb Lehman Brothers, Lazard 
Freres, and S.G. Warburg. The report of the Advisory Group submitted to rhe 
Government in December 1980 concluded that 'promotion efforts have been 
hindered by a dispersion of the responsibility among several ministries a nd 
agencies and by limited budget". Improvement of the existing decentralized 
programs which come under the responsibility of Ministry of the Commuerce and 
Industry, the Ministry of Finance and Treasury, the Ministry of Planning, the 
National Finance Corporation, etc. the Advisory Group suggested that 
Government assistance could be better organized and recommended that "the 
promotion of foreign investment be naigned exclusively to rna agencay, i.e. 
Investment Agency-Panama."1 It recommended that top priority be given to 

* 	 organiztion of foreign investment promobtion, that a now findpendent agency
solely responible for promotion with the full support of the governlment be 
created an~d hint the now tijancy would operate nb a otie-stop apency. The 
Investors would be able to handleall contacts withi theo Government throunh 
thig njency whichi would be the spokeomnn f or all rho minitrries And orher 
Government entities. 
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A subsequent report by the same group dealt with the detailed proposals for 
the organization of such an agency---now called rhe Investment Council of 
Panama. 

The recommendation of the Advisory GrouD was accepted by the Government 
and the Presidential Decree 79 of August, 1982 created the Investment Council 
of Panama. 
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FXIIIBTT 2: BASI C SUATIS1 CS 

tables provide basic statisticai data on economic trends; i.e.
The attached 

domiestic production and its composition, credit to the private sector, 
gross 

in Panama.employment and unemp loymenltpopulation tremls and labor force 

Table I 	 CIP, 1970 to 1981
 

Table 2 	 Perc(ntac;-, Change in G;P 1970-81
 

Tab I e 3 	 Cori, osition of (ioss Capital Forat ion by Sector and
 

Type of Goods, 1970-81
 

Table 4 	 1,a1aicc o Ou t audi ,, CrCdit to Private Sector by 

Com:ricrcial Bank!;, 1970-52
 

Fable 5 L,a0r F,'orcc t '1, 1960-79
 

Table 6 lntmpl loy,'nt by A-v ;roups, 1976
 

Tabi e 7 ()' Ia11: I I)IyO lit I)y Sect or, 1961 and 1979
 

Fale) i cl 	 c')1 ,vl'lo lit by S., ion 
re l,I 

Tal)1e 10 11nV -;t T,,;I , ,nan;, - dI l Ioy'1O'F in GC0iJ NA-A i (Ied 
"FableCP9 opt , at i on I' 

Proj ect s 
t - oplt ol i tan P 2,,iouTab 1 Ii mpI oy!'i ,'tit i u t 
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TABLE 2 

Percentage changes in annual gross domstic production 
at 1970 prices
 

1970-71 1971-72 1972-73 1973-74 1974-75 ±975-76 1976-77 1977-78 1978-79 1979-80 1980-81 

1. 

2. 
3. 

4. 

5. 

6. 

7. 

8. 

LO. 

Agriculture, Forestry,
Hunting and Fishinq 
Mines and Quaries 
Monufacturing Industry 

Electricity, Gas and 
Water 
Construction 

Corz.rce, .*nolcsale 
ea- "Ttdil, Restaurants 
and Hotels 
Transportation Ware
housing and Conmunica
tions 

Financial Institutions 
Insurance, Real Estate
and Business Services 
Coa.-unity Social and
Personal Services 
Services to the Canal
Area Panama 
Panrtia Canal Co, mission 
Imputed Co:mission of 
thne l i 4ng Sector 

7.8 
15.8 
6.4 

9.2 
24.6 

9.5 

13.9 

11.6 

11.7 

0.7 
.. 

7.5 

-3.3 
9.1 
4.6 

4.6 
2.4 

5.0 

15.5 

10.1 

16.1 

-1.5 
.... 

80.7 

1.1 
20.8 
6.3 

27.3 
14.5 

4.4 

12.7 

10.4 

4.3 

0.9 

17.0 

-5.9 
-6.9 
1.3 

4.4 
-11.7 

4.8 

30.3 

3.0 

5.4 

3.6 
.. 

26.6 

7.2 
-7.4 
-3.6 

15.7 
10.2 

-5.7 

-1.9 

4.7 

4.8 

-4.0 

-1.3 

5.4 
-12.0 

2.5 

11.2 
2.8 

3.6 

-5.4 

3.0 

3.8 

-6.3 

12.3 

5.0 
-4.5 
1.2 

3.3 
-25.9 

2.2 

10.8 

5.2 

3.8 

2.0 

29.0 

7.7 
4.8 
1.6 

6.1 
38.9 

8.6 

19.3 

3.0 

7.6 

4.1 
. 

-23.6 

-4.3 
9.1 

11.0 

12.2 
-o.1 

9.7 

7.1 

11.6 

8.0 

2.8 

69.4 

. 

-1.9 
29.2 
4.1 

2.1 
23.5 

5.9 

12.9 

1.9 

11.1 

-16.5 

2.9 
16.1 
-2.7 

5.6 
11.6 

0.2 

6.1 

6.8 

5.0 

74 

31.0 
Subtotal Industries 10.0 4.3 6.7 2.5 1.5 1.9 0.7 10.5 4.8 14.9 3.4 

C-overn-zcn t Services 
Do-cstic services 
Plus Import taxes 

8.2 
1.4 

10.0 

8.8 
-2.8 
2.5 

2.0 
-1.9 

-12.0 

11.1 
-10.2 
-24.0 

8.1 
3.8 

-24.8 

1.3 
-10.4 

3.8 

5.6 
-5.2 
-7.4 

3.2 
8.0 

31.8 

4.7 
-7.4 
-0.8 

2.4 
8..6 
6.5 

7.5 
0.6 
-1.1 

Gross Do~mestic 
Product 9.6 4.6 5.4 2.4 1.7 1.7 1.1 9.8 4.5 13.1 3.8 

Source: Contraloria General
 



TABLE 3
 

COa-POSITION OF GROSS CAPITAL FORMATION, ACCORDING TO STORS & TYPE OF GOODS AT 1970 PRICES 1970-1981 

Sector and tye of goods 
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 (P) 

Gross Caoita! formation 284.3 348.9 399.4 414.6 393.6 379.7 376.1 261.5 326.6 352.1 415.1 433.1 

Ccnst-cticn 148.4 187.8 203.1 229.0 133.3 209.4 201.8 140.1 192.6 185.4 222.9 263.8 

Capita CCods 113.5 113.2 170.0 144.8 151.2 151.6 166.4 104.5 110.6 114.5 141.3 174.3 

Change in Stocks 22.4 47.9 26.3 40.8 59.1 18.7 7.9 16.9 23.4 52.2 50.9 -5.0 

Thilic Sc~tor 70.4 69.0 167.8 102.3 124.2 185.7 232.1 152.1 180.4 125.2 162.1 131.7 

Ccnstuction 47.7 58.9 68.7 59.2 79.5 121.8 151.3 89.8 134.3 79.7 99.7 91.4 

Capita! Goods 22.8 8.3 97.0 44.3 39.2 52.1 74.6 59.3 44.0 34.9 49.9 42.3 

C: 'cngc in Stocks (0.1) 1.8 2.1 (1.2) 5.5 11.8 6.2 3.0 2.1 10.6 12.5 - 2.0 

Private Scctor 213.9 279.9 231.6 312.3 269.4 194.0 144.0 109.4 146.2 226.9 253.0 301.4 

Ccnitructicn 100.7 128.9 134.4 169.8 103.8 87.6 50.5 50.3 58.3 105.7 123.2 172.4 

Capita {zxxis 90.7 104.9 73.0 100.5 112.0 99.5 91.8 45.2 66.6 79.6 91.4 132.0 

Charnje in Stocks 22.5 46.1 24.2 42.0 53.6 6.9 1.7 13.9 21.3 41.6 38.4 -3.0 

Source: Contraloria General
 



TABLE 4 

Balance of Outstanding Cred!it to the private sector by the Coirercial Banks 
aaccrding to eccnc.ic activities 1970-1982 

(Millions of dollars) 

Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 Sept. 1962 

Tctal 420 563 766 1,06 1,352 1,525 1,628 1,766 1,843 2,133 2,531 3,146 3,328 

Ag. c-i.ure 37 50 65 80 97 119 ill 120 1_33 145 162 2C6 213 

.'.duztry 32 38 45 46 89 126 133 137 185 214 265 283 272 

Hcusi-% 40 56 99 143 232 288 292 336 353 421 466 513 591 

Construction 16 33 21 42 56 83 78 73 64 67 97 147 157 

C--.rrcc 239 295 410 572 599 513 551 570 612 752 953 1197 1221 

Public L titics 12 30 52 55 120 236 340 401 365 351 391 572 647 

Sourcc: National Baking Comilssion 



Table 5
 

Labor Force Data 1960-1979 (Reported) i/
 
(thousands of persons)
 

Open pl 

hidden un-
Population Economically Labor Force Unem- employmeni 
15 years Active Participation Employ- Unemploy- ployment 

Year . Old + Rate (%) ment ment Rate (M) 

1960 571.0 330.0 57.8 300.0 30.0 9.1
 
1961 n.a. n.a. n.a. n.a. n.a. n.a.
 
1962 n.a. n.a. n.a. n.a. n.a.
 
1963 620.0 360.0 58.1 339.0 21.0 5.8
 
1964 636.0 365.0 57.5 338.0 27.0 7.4
 
1965 659.0 379.0 57.5 350.0 29.0 7.7
 
1966 680.0 391.0 57.5 371.0 20.0 5.1
 
1967 697.0 409.0 58.7 384.0 25.0 6.1
 
1968 713.0 435.0 61.0 404.0 31.0 7.1
 
1969 737.0 450.0 61.1 420.0 30.0 6.7
 
1970 762.7 466.2 61.3 432.9 33.3 7.1
 
1971 786.8 471.3 60.7 435.6 35.7 7.6
 
1972 811.7 482.2 60.2 449.4 32.8 6.8
 
1973 835.8 499.0 59.7 464.1 34.9 7.0
 
1974 869.5 517.4 59.5 487.4 30.0 5.8
 
1975 896.1 492.8 55.0 461.2 31.6 6.4 7.5 
1976 917.9 505.3 55.0 471.6 33.7 6.7 11.5 
1977(R) 950.1 515.2 54.2 470.4 44.8 8.7 11.8 
19'78(R) 973.7 543.0 	 55.8 499.2 43.8 8.1 11.4
 
1979(P) 1,002.09 577.8 	 57.6 527.0 50.7 8.8
 

Source: 	 Direcci6n de Estadistica y Censo, Contralorfa General de la Rep6blica;
 
Panama en Cifras, Atlos 1974 a 1978, y AMos 1975 a 1979 and unpublished GOP
 
doc,-ment s.
 

I/ 	Data for 1960 are from the national census conducted in that year.
 
For the remaining year s the data are based on annual labor force
 
surveys beginning in 1963.
 

n.a. Not available.
 

(R) Revises by GOP
 

(P) Preliminary 

(' 

http:1,002.09
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Unemployment by Age Group, 1976
 

Age Nationwide Metropolitan Area Rest of the Country
 

Group Total Male Female Total Male Female Total Male Female
 

A. Number of Unemployed Persons
 

15-19 7,350 3,820 3,530 4,440 2,220 2,220 2,910 1,600 1,310
 

20-24 10,660 6,130 4,530 8,580 4,970 3,610 2,080 1,160 920
 

25-29 5,620 2,630 2,990 4,550 2,090 2,460 1,070 540 530
 

30-39 5,610 3,250 2,360 4,340 2,620 1,720 1,270 630 640
 

40-49 2,730 1,690 1,040 2,210 1,360 850 520 330 190
 

50-59 970 800 170 650 530 120 320 270 50
 

60-69 490 450 40 410 370 40 80 80 -

70 + 270 270 -- 120 120 -- 150 150 --


Total: 33,700 19,040 14,660 25,300 14,280 11,200 8,400 4,760 3,640
 

B. Unemployment Rates
 

15-19 14.4 11.0 21.7 19.4 17.8 21.2 10.4 7.2 22.6
 

20-24 13.4 11.7 16.6 17.7 16.9 18,9 6.7 5.1 11.3
 

25-29 7.1 4.9 11.6 9.5 7.2 13.0 3.4 2.2 7.7
 

30-39 4.5 3.6 6.9 6.1 5.5 7.2 2.4 1.5 6.0
 

40-49 3.3 2.8 4.7 4.8 4.4 5.4 1.4 1.1 2.8
 

50-59 1.9 1.9 1.7 2.4 2.5 1.8 1.3 1.3 1.5
 

60-69 1.8 2.0 1.0 3.6 4.2 1.6 0.5 0.6 -

70 + 3.2 3.5 -- 4.8 5.7 -- 2.5 2.6 --


Total: 6.7 5.2 10.4 9.0 7.9 11.2 3.7 2.6 8.4
 

Source: "Direcci6n de Estadfstica y Cen so, Contralorf~a General de l a Repblica, 

Situici6n Social: Estadfstica; del Trabajo, Ailo 1976 (l'ananiam, March 

1979), pp. 17-18. 



TAB LE '/ 

GDP AND EMPLOYMENT BY SECTORIl 

1960 and 1979
 

GDP (0 Millions) 2 /  Employment (Thousands)!/ 
1960 1979 1960 1979 

Agriculture 95.2 (24) 195.1(14) 154 (51) 155.6 (29) 

Manu facturing 
industries 40.9 (10) 186.6(14) 24 (8) 53.4 (10) 

Construction 22.5 ( 6) 64.9( 5) 9 (3) 30.8 ( 6) 

Cor.nerce 47.9 (12) 183.4(13) 27 (9) 70.9 (14) 

Services 154.1 (40) 640.4(48) 70 (24) 198.7 (38) 
Canal Area 30.4 ( 8) 80.8( 6) 16 ( 5) 17.6 (3 

Total 391.0 100 1,351.2 100 300 100 527.0 100 

1/ 1960 Prices. 

2/ Panam5 en Cifras, 1959 a 1963 y 1975 a 1979, Direcci6n de Estadfstica
 
y Censo, Contralorfa General de la Reptblica.
 

3/ Censo de Poblaci6n, 1960 y 1980, Contralorfa General de la RepCiblica.
 

Agriculture includes: agriculture, fish, silviculture, and
 

mining activities.
 

Co-nmerce includes: wholesale an retail trade.
 

Services include: electricity, gas, water, sewer, transport, storage,
 
communications, banking, insurance, housing, public administration
 

and public and private services.
 



TABLE 8
 

EMPLOYMENT AND UNEMPLOYMENT OF THE POPULATION 

15 YEARS OF AGE AND OVER, BY REGION 

(in thousands) 

METROPOLITAN REGION REST OF NATION 

1970 1975 1980 1970 1975 1980 

Population (15+) 389.8 485.3 n.a. 372.9 410.8 n.a. 

Labor Force 247.9 272.9 303.2 219.6 219.9 235.7 

Participation 64.0% 56.0% n.a. 59.0% 54.0% n.a. 

Employed 223.6 24Q.2 271.4 210.7 212.0 223.5 

Unemployed 24.3 23.7 31.8 8.9 7.9 12.2 

Rate 9.8% 8.7% 10.5% 4.0% 3.6% 5.2% 

Sources: 1980 CensuS; earlier years from Household Survey. 



TABLE 9
 

Population Trends 1/
 

Other Total Total Urb. as % Metropolitan
 

Total Metropolitan Urban Urban Rural of total as % of
 

Year Population Population Pop. Pop. Pop. Pop. Total Pop.
 

1950 805,285 284,000 51,300 335,300 469,985 42% 35%
 

1960 1,075,541 411,300 77,000 488,300 587,241 45% 38% 

1970 1,428,082 623,000 116,000 739,000 689,082 52% 44%
 

1980 1,830,175 889,000 157,000 1,046,000 784,175 57% 49%
 

1990 2,320,022 1,254,022 221,464 1,475,486 844,536 64% 54% 

2000 2,490,977 1,768,922 312,389 2,081,321 859,656 71% 60% 

1/ Calculations are based on official government statistics from the Census 

and Statistics Division of the Controller General and work done by Fox, 

Robert W., and Jerrold W. Ilug;guet, Populat:ion and Urban Treiids in Cntral 

America and Panama, Inter-American D!velopmIIent' Bnk, Washi ngLon, 1) C, 1977. 



TABLE 10 

INVESTMENT, LOANS AND EMPLOYMENT IN 

COFINA-AIDED PROJECTS (BALBOAS 000)
 

Number of 

Year Projects 

1976 7 

1977 21 

1978 21 

1979 60 

1980 68 

1981 68 

1982-1/ II 

Total
 

Investment 


700 

6,828 

56,809 


48,792 

35,706 

40,744 


1,500 


COFINA 


478 

3,838 

10,674 


14,699 

17,878 

35,943 


998 


Jobs 


29 

193 

254 


930 

1,242 

1,061 


50 


Inv/Job Loan/Job 

24 16 

35 20 

224 42 

52 16 

29 14 

38 14 

30 20 

1/ 
 First semes;ter.
 



TABLE 11
 

EMPLOYMENT AND UNEMPLOYMENT IN THE 'ZTROPOLITAN REGION
 

(in thousands)
 

1975 1980 Annual Increase 

Labor Force 272.9 303.2 6.0 

Emp loymen t 249.2 271.4 4.4 

Manufacturing 28.5 32.4 .8 

Other 220.7 239.0 3.6 

Unemployment 23.7 31.8 1.6 
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EXHIBIT 3: PROGRESS TO DATE 

The Investment Council of Panama (ICP) legally came into existence by 

Presidential Decree of August 12th, 1982. Soon rhereafter, office 

accomodations were acquired in the central office building of the National 

Bank of Panama and by December 1982 the work cf remodeling and furnishing the 

office was completed. Simultaneously, government officials in the Ministry of 

Planning, and the Ministry of Industry and Ccmmerce responsible for promotion 

of assembly industries (Maquila), the Colon Free Zone and Dicomex were 

transferred ro ICP. 

The present organization of ICP calls for the division of responsibilities 

of the organization into four departments with a total staff of 28 people, 

excluding overseas offices. Of the four departments i.e., Research and 

Development, Promotion, Investor Services and Administration, the latter three 

are already staffed and operative for the level of operations envisaged for 

1983. As yet no one has been hired for the former, i.e. Research and 

Development department. 

In the short period since its establish.ment ICP has made very good 

progress in planning its promotional and investor services activities in 1983 

and in identifyi ,ig areas in which assistance could be obtained from 

international and bilateral sources. ICP has already developel a list of 

prospective foreign investors classified accordir g to the degree of their 

inte rest in investment in Panama. It has also prepared a check list of folWlo 

up actions required leading to the signing oF the Contract with the Nation in 

the case of each investment. It is engaged in the collection of essential 

basic inforination pertaining to availability and cost of various inputs such 

as labor, office space, factory sites, electricity, water, telecommunications, 

transportation, tax incentives etc., to be readily available on up-to-date 

basis to the prospective investor. The ICP in the process of designing and 

contracting for the printing of brochures, posters, advertisements in widely 

circulated commercial and business journals. 

A two-person mission from the Ireland Development A,,rhority, under the 

sponsorship of OEC), visited Panama in February. In the fieh of technical 

assistance, the 'lissien offered its services for the implementation of a 

European seminar and specific training programs in investmne nt pronotion. 

lJNIRO) has agreed to finance a three-to-four person mission to Panama ro 

help in the preparation of project profiles to he readily available to 

prospective invent-ors. The Chief of the Mission is due in Panama in a few 

days. 

The mana',ement cons ult ing [ inn of Clapp and Iayne, Inc. undlertook a study 

of the infrastructurre needs of Light-lanmfactiring I ndustries in the 

Metropol it an Region of PanamIa. 
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A two person mission from the Division of Economic Development of 
Florida's Department of Commerce visited Panama in March. It reviewed the 
objectives, organization, staffing and the promotional activities of ICP and 
commented on these in the light of the successful achievements of the State 
of Florida in the last 6 years. The mission offered the cooperation and 
continuous technical assistance of the State of Florida to ICP. As a first 
step, the Division of Economic Development will assist in the identification 
of training needs and provide such training in the offices of the Department 
of Commerce in Tallahassee, Flrida. 

An interesting and important recent development has been the inclusion of 
the Minister of Planning on the Board of Directors of IGP. Since this 
Ministry is responsible for the preparation and initial approval of the 
national budget, the presence of the Minister in the Board could be very 
helpful in a sympathetic review of ICP's proposed financial requirements. 

The objective of 1CP Lor 1983 is to cor.cact a total of 2000 prospective 
investors with the expectation that its efforts would result in the eventual 
establishment of 20 industries (5 big with 200 employees, 7 medium with 50 
employees, and 8 small with 35 employees each) generating total employment for 
1,630 people. 

At this time, all told, TCP is in contact with about 1,500 prospective 
investors. According to 1(P's classification 93 of these are considered as 
good pro.pects; '4 as potential investors and 49 as seriously interested 
(Table 1). All of these prospective investors are continously or 
intermittently in contact with IC' and the majority of them have visited 
Panaml. In a higher category are those who are engaged in prefeasibility and 
feasibility studies. This number is 22. Five of these are considered to have 
made the decision to invest in PanamA (Table 2). 

At this time lhe Investor Service Office is engaged in serving 15 
companies on a continous basis (Table 3). Nine of these are already 
established and ouerational, 4 will go into operation in about 6 months, and 2 
will start operation in the near future. Additionally the Office of Investors 
Services is giving assistance on ad hoc basis to 3 to 5 established finns 
every week. 

The strategy of ICP is to cencentrate its promotional efforts in 1983 on 
light assembly (Maqui la) projects, electronic industries and hankinr,, 
insurance and reinsurannee. Promocion officers of ICP recetly visitcd Mexico 
and plan to visit Venez,.ela and Jamaica in the very near future. 
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Status Report on ICP Projects 

The attached tables summarize the status of investment projects currently 
handled by the ICP. Table I presents a cumularive account of projects 
entering the Promotion and Services Office during 1982 and 1983. Moving from 
left to right, each column represents another step in the investment process 
until a new project finally goes into operation. 

Table 2 summarizes basic data on the twenty most promising projects now in 
promotion. 

Table 3 tracks the progress of the 1.5 co-manies now in the services phase 
through the processing of various government agencies. 

Table 4 presents an overview ef the number of investment projects being 
handled during any given month of 1983 in each of the government offices. 
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LABOR AVAILABILITY ANALYSIS
 

A. 	CHARACTERISTICS OF EMPLOYMENT, UNEMPLOYMENT AND
 
UNDEREMPLOYMENT.
 

Labor statistics are prepared by the Controller General
 

through surveys which were conducted on a monthly basis
 

during several years in the sixties and then once to twice a
 

year (usually in March and August) during the seventies up
 

to 1979. No surveys have been conducted at the national leve 

for 1980, 1981 and 1982, though there are figures available
 

for the Metropolitan Reqion for up to 1982 (see Statistical
 

Appendix). Population figures are obtained from a 
 census 

every ten years, from the surveys mentioned above and from the 

annual statistics on the number of births and deaths. All 

the 	data pertinent to this analysis is summarized in the
 

Statistical Appendix to this Annex.
 

1. 	Workinq Age Population
 

In Panama the working age population includes those 

15 years of age and older, whose number hiis gromi frcin 762,700 

inhabitants in ]970 to 1,003, 000 in 11979 (3.1 per year) 

The 	group 15 to 24 years old was 37.*/',' of the popuilation 

15 to 64 years old in J970, 37.0, in 1980 and is e>xpected to 

decline further to 34.87, by 1.9)90. The group 30 Co 49 years 

went from 35.')% .in 1970 to 35.1 in 1980 and should grow to 

li/
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37.1% in 1990. Though still relatively young on the
 

average, Panama's population is expected to be somewhat
 

older by the end of this decade as the result of reductions 

in fertility that have already occured and increasing life
 

expectancy.
 

2. Labor Force
 

The portion of the working age population which is
 

classifed as economically active totaled 467,500 in 1970 and
 

grew to 577,800 in 1979. The annual rate of growth of 2.4%
 

for the labor force or economically active population was 

smaller than the 3.1% experienced by the working age population. 

This comparatively slower growth of the labor force is reflected 

in a reduced participation or activity ra which moved from 

an average of 60.2% il 1.970 - 1974 to 54.2s. in 1978 and then 

increased acgain to 57.6% in 1979. 

The portion of the working age population not participating 

in the labor force went from 295,200 in 1970 to 425,200 by 1979 

for a 4.1% rate of annual growth which is higher than the rates 

of growth of the working age population (3.1%) and of the labor 

force (2.4%). This situation may be expl ained in part by the 

very fast growth of students in the school system from 1970 

to 1 979 and in th( ntimber of retired t--le..... in 

the 10th grade and above (iiicluding imn iversity level) grew 

more than thiee time, f rom 33,200 to 112,600 in the period 

and the number retLirees went from 1,1,700 in 1970 to 37,600 

il 1979. 



Annex II. B
 
Exhibit 1
 
Page 3 of 8
 

Given the generally accepted assumption that the
 

great majority of university students in Panama are also
 

members of the labor force, 
the 	rest of the non-active
 
1/
 

working age population-has grown at a 2.6% annual rate
 

during the period, which is a rate closer to the rate of
 

growth of the working age population (3.1%) than the rate
 

of growth quoted above of 4.1%. 

In the eighties, given the present and expected age 

structure of the population, as well as the coverage of the 

school system, the number of working age students and of
 

retirees should grow 30% to 40% vis 
- a - vis 100% to 200% in 

the seventies. Thus the number of potentially active persons 

would grow more paralell to the growth of the working age 

population which is expected to continue at 3.1% for the rest 

of the present decade. 

3. F nployment 

In 1.970 total employment reached 434,300 and by 1979 it 

had moved to 527,000 (2.2% annual growth). 

During the decade the behavior of employment followed
 

that of GDP,thus expanding in 1970 - 1974; then contracting 

and stagnating in 1975 - 1977 and finally showing strong 

growth in 1978 and 1979 which reflected the Government's
 

Emergency E-mployment Plan which gave jobs to 20,000 persons
 

in the Public Sector in 1978 and the high rate of growth of 

GDP 	 in both years (9.8% and 4.5% respectively). 

17 	 This includes housewives, disabled persons, those who 
have given up looking for jobs discouragcjd by their 
lack of success and other!;. 
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For the 1970 - 1979 period the Employment/Output 

elasticity has been 0.44.
 

By sector of economic activity,agriculture is the
 

largest employer with 29.4% of total occupation, which
 

reflects in part the fact that the subsistence level
 

farmer is statistically classified as occupied in this
 

sector. Agriculturalemployment has actually decreased in
 

the 1970-1979 period. Community, Social and Personal Services
 

is the second in importance (27.32) and one of the fastest
 

growing (4.6% annually) as a result of the increasing
 

number of people on the payrolls of the Public Sector which
 

is mostly classified in this category. Other important
 

employers are the Commerce Sector (13.4%), manufacturing
 

(10.1%), Construction (5.8%) and Transportation, Storage 

and Communications (5.14%) . This last sector has been one 

of the fastest growers (6.4% per year)after the Financial
 

Sector (8.8% annually). However, these two sectors together
 

represent only 9.1% of total employment. The total number
 

of employees in the Canal Area has actually decreased from
 

1970 to 1979.
 

Out of total non agricultural employment, 4.1% had no
 

schooling in 1970 and this percentage decreased to 2.2% in
 

1979 while those with some years of secondary level. education
 

increased from 33.7% to 42.9% and wii-h university training
 

from 8.4% to 14.10.
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4. Unemployment
 

The number of persons unemployed has fluctuated in
 

response to GDP growth and the activity or participation rate
 

of the labor force in relation to the working age population.
 

Yet, a general trend is detectable for the seventies towards
 

the increment of the number of unemployed (from 33,200 to
 

50,800) and the rate of unemployment (7.1% in 1970 and 8.8%
 

in 1979).
 

If the activity rate is assumed to be in 1979 at the
 

60.2% level it held in the 1970 - 1974 period, then the number 

of unemployed would have to be calculated at 76,800 and the
 

rate of unemployment would have been 12.7% in that year.
 

The profile of unemployment shows a concentration of
 

males (53.7% of the total) and on the Metropolitan Region 

of the country (80.3%). By age structure the higher
 

concentration is in the younger groups, with those in the 

15 to 19 years range representing 28.2% of the total and 20 

to 24 years 36.5%. This last characteristic is specially
 

true for the male population where 30.5% of the unemployed
 

are 15 to 19 yucrs old and 35.7% are in the 20 to 24 group.
 

5. Underemployment 

The most recent indicators of underemployment were 

developed by the Controller General as part of the Survey of 

Households and refer to 1977 and 1978. One concpt anaiyzed 

is the so-calld( v~isi.b e undo romp loymelIlt wi0c] c]ovO -1; t.hose 

persons occupied who wor-ked ii;es than 40 hours per week and 

wish to work more. The number of add(]itional jobs r('guircld 
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under this concept were estimated at "13,200 in 1977 and
 

9,800 in 1978, representing 2.6% and 1.8% of the labor
 

force respectively. 

Invisible underemployment is defined as the number of
 

persons occupied who worked more than 40 hours per week and
 

received a weekly income of less than B/30.00. The number
 

of additional jobs required in 1977 were calculated at
 

30,354 and 31,540 for 1978, which represented 5.9% and 5.8% 

of the labor force for each respective year.
 

The combir-deffect of both estimates, jointly with 

open and hidden unemployment are set forth in the table 

which follows.
 

Unemoyment and Undercrl _lment 

(thousands) 

1978 1979 

Open Unemployment 43.8 50.8 

Hidden UnemploymentI /  43.1 26.0 

Visible Underemployment 13.2 9.8 

Invisible Underemployment 30.4 31.5 

Equivalent Unemployment 130.5 118.1 

Labor Force at 60.2% Participation 586.2 603.8 

Equivalent Unemployment (%) 22.3% 19.6% 

7Cp3cu>1 4tJdjon- ;basis0 of a labor force resulting from 
a participation rate of 60.2% which is the average 
for .970 - 1974. 
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The resulting equivalent unemployment rate of 19.6% 

should be interpreted very cautiously as an order of magnitude
 

indicator of the unemployment problem in Panama.
 

B. PROJECTIONS 

Since there are no official figures for employment and
 

unemployment at the national level in Panama since 1979, the
 

consultants have prepared their own estimates for 1982 for
 

the purposes of the labor availability analysis. The factors
 

used for the 1982 estimate include the Employment/Output
 

Elasticity of 0.44 which prevailed for the 1970-1979 period
 

and the annual average rate of real growth of GDP registered 

for the 1.979 - 1982 period of 4.36%. Employment in 1982 

would have been 558,700 and unemployment at 97,700 or 14.90 

1/
of the ]abor force. / The number of alternativu projections 

that can be made is unlimited, but for this analysis the
 

most useful approach is to consider a reasonable combination 

of circumstances and factors that woul result in the best 

possible case of employment generation in order to explore 

if the ICP project could impose undue pressures on the 

availability of labor and the wage level. 

The best reasonable combination that can be assumed is 

as follows: 

1. GDIP real annual growth of 5% for 1982-1986 and 7% 

for 1986 - 1992.
 

Y7 ivfen a working age population of 1,139,600 and assuming 
tliat the p artjc .i at.ion rate has not changed from the 
57.62 esLimated off icially for 1979. 
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2. Employment/Output Elasticity of 0.50.
 

3. Participation rate of 55%.
 

Employment and unemployment projections resulting from
 

these factors are shown in the table below:
 

(figures in thousands of persons) 

Year Labor Force Employed Unemployed Rate of
 

Unemployment
 

1986 717 98
619 13.7%
 

1992 848 744 
 104 	 12.3% 

C. 	ANALYSIS
 

Given the factors considered in this analysis and the
 

employment generation goals of ICP it is not envisioned
 

that if the project under consideration achieves its goals
 

fully, it would have any problem in abt-a_::ng an adequate 

supply of manpower to fill the job positions available. 

Further, the number of unemployed is e:-'ected to remain at 

such relatively high levels over the next ten ye'ars, even 

with high economic growth, that the success of t]L proj-ct 

cannot be e;zvisioned in general to (-nerate undue upward 

pressures on the wage level. Nevertheless, this situation
 

could be different in the case of skilled workers, which
 

would require a specialized specific aial'ysis. 

The growth of students partic ir, tjc ii tle educational 

system, both in their number as well as in terms of the 

percentage of their resI)ecti ve a ge g roui., u ges t ron ly' 

that the vas;t majority of the oLentia1 labor sulIpply will 

have 	 working literacy and be trainnable for sem.i-skil.ed jobs. 

http:sem.i-skil.ed
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EXHIBIT 2: PROJECT PROGRAM 1983 - 1986
 

The period November 1982 - June 1983 was spent in organizing the ICP, 
recruiting personnel, establishing systems and external linkages. During the 
same period the promotion and service units serviced potential investors,
 
previously identified or contacted through the "Maquila" program. 

A tentative program for the period June 1982 - December 1986 has been 
prepared and is described below. There will be periodic testing of the
 
program elements and revisions made as circumstances warrant. Major
 
decisions, yet to he taken, pertain to the establishment of overseas offices.
 
Acting in response to the experience and advice of representatives of the 
Division of Economic Development of the Florida Department of Comerce, the 
Management of the TCP has decided to operate from its offices in Panami 
for, 
at least, through 1984. During that period overseas efforts will rely heavily 
on concractors. lvaluations made by a special team of foreign experts will be 
reviewed by the Managing Director and the Board of Directors and decisions 
will be taken for continuation or adjustment of program elements.
 

An ATI) project manager will be appointed to monitor the project from the
 
administrative perspective, to facilitate resource flows, and to assist the
 
Managing Director and his key staff members in identification of matters
 
affecting the operation of the program. 

The management of the ICP has elected to utilize a highly experienced
 
contractor to carry out important program elements. This deci sion was
 
prompted primarily by the desire to initiate effective operations without 
delay. The experience of other investment promotion agencies elsewhere 
revealed that inexperienced personnel, no matter how well theoretically 
qualified do not 
become fully effective for at least three years. Similarly,
 
new agencies require years to build up the domestic and foreign data 
bases
 
upon which the promotion effort is based. By electing to uItilize
 
appropriately qualified contractors, who already possess the personnel, data
 
bases, and a successful track record of investment 
promotion, the ICP can
 
advance its operational activities by at least three years.
 

Two major program elements will be placed fully or partially in the hands 
of contractors or consultints: operation of and training of personnel of the 
Office of Promotion; and operation and training of personnel in the Office of 
Rescarcm and De velopment. The ICI' is negotiating with t he former promnotional 
training officer of the )ivision of Econolmic )eveiopmeilt to mncltrlake a two 
year effort of technical assistance and training for th, I)rolmotlOll st aff; sucl 
training to be providedi within the context of actual promnotional Iamaimpnnl;. 
The campaigns would cemmnence in July of 1983. 
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The Council is also negotiating with the Fantus Company for a package of 
services which include: a resident advisor to the Research and Development 
office, identification of individual companies in 10 to 15 industrial
 

classifications which would be prime targets for promotional efforts; and
 

production of comparative cost profile of Panama and its presumptive
 

international competitio-,. These elements, and others are outlined in the
 

Training and :chnical Assistance Exhibits B.3 and B.4 respectively. The
 

scheduling of training and technical assistance activities shown in those
 
exhibits is precisely related to the scheduling of the program set out below. 

The program content and resource allocations are designed to produce a
 

minimum of 3000 direct jobs per year by 1986, and dicect investment not less 
than t24 million annually. The targets for intermediary years are as follows: 

1983 1984 1985 1986 Totals 

Investment (, million) 9.6 14.4 20.0 24.00 68.0 

Jobs 1200 1800 2500 3000 8500 

Panamanian experience indicates that 1.5 indirect jobs are generated by 
the income streams of each new job created by new investment. Thus an 
additional 12,750 jobs may be generated if prirme targets are met. 

The gradual increase in targeted jobs is expectcd to be accomplished in 
part by increased effectiveness of staff and in part by staff increases. 
Staff increases will also be necessary if and when contractual services are 
terminated. The TCP propram design throu(;h the end of 1984 is relatively 
firm. The main thrust of its program element s for the period 1985-1986 is 

also reasonably clean. however, should a decision be made to open one or more 
overseas offices at the end of 1984, organikational, procedural and cost 
changes will be required. The AID training and technical assistance 
components (see Annexes 11.3 and B.4) have been desioned to facilitate early 
operations, to accommodate program adjustments as necessary, and to advance 
institutional capability over the three year period. The program elements 
outlined below are shown by year and by ICP functional office. 

RESEARCH AflD DEVEl0IOPMENT IROGRAM1 - 1983 

1. Recruitment 

During the remainder of 1983 the R&DO will complete recruitiment of its key 
personnel. Some of the personnel comple:ient f,-r this office was not 
forseen in tiIe original design and provision for thse posts was not made 
il the 1983 Ibud)grt. Shou ld it prove impo.;iblc to adjust tie 1983 budget 

to accinitmodate hi ring of all needed personnel, hiring will be completed 
early in 1984. 
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The 	recruitment of key personnel is 
a critical requirement and conditions
 
all technical assistance and training programs. 
 None of the posts in the
 
R&DO are currently filled and therefore an interim effort will be mounted 
to recruit for the following positions.
 

I Manager of Research and Development
 
I Industrial Engineer
 
1 MBA with cost/accounting experience 
2 Jr research officers
 
1 computer programmer/analyst
 
2 computer clerks 

These personnel will, Linder guidance of consultants provided under
 
"turn-key" contracts, undergo iMmTediate on-the-job training. 

2. 	 Market Identification - U.S. Markets - June to December 

Market identification will be undertaken by contractor. (See Annex B.1). 
One 	of the research officers will work in the U.S. offices of the
 
contractor. 

As market data is provided the R&DO will segregate company information by
geographic area and industrial classification and present a "target list" 
to the Promotion Office. Simiultaneo,,sly, it will provide an industrial 
profile on each industrial classi[ication and assist the Fromotion Office 
in preparation of technical presentations. 

3. 	 Determination of Availability of Domestic Data - May to July 

As a prelude to its efforts to assemble, classify and analyze domestic 
data the R&DO has commissioned a consulting firm to gather all data 
required. The data requirements have been extracted from data base 
handbooks of Florida Department of Commerce and other investment promotion 
sources.
 

4. 	Development of Domestic Data Base 

Upon receipt of consultant reports on data availability, the R&DO team 
will undertake three actions: 

(a) 	 They will set up standard acquisition procedures and schedules for 
data which is routinely available. 

(b) They will, with the as!;istance of consultants, prepare terms of 
reference for generation of new data. 

(c) They will ascertain the availability of other resources in the COP 
to develop data. 
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RESEARCH AND DEVELOPMENT PROGRAM - 1984
 

1. Continuation of U.S. Market Studies
 

Market studies will be carried out by contractors with participation of 

R&DO personnel. Lists of targeted firms are forwarded to Promotion. 

2. Initiation of Latin American Market Studies
 

The staff of the R&DO will work with a contractor to develop and utilize
 

Latin American data for identification of potential investors from that 

region. It is expected that the Latin American promotion group will 

assist in this effort. 

3. Asian and European Market Studies
 

Contractors will develcp and utilize Asian and European data bases for use
 

in the Asian and European Promotion campaign of 1984. The contractors are
 

expected to develop routine data information services from those
 

geographic-areas. They will train R&DO ?ersonnel in all procedures
 

involved. R&DO personnel will establish internal procedures to maintain
 

system as on-going programs.
 

4. Special Studies
 

During the years the R&D)O will commssioa and participate in several
 

studies.
 

The first will examine the possibilities of inducing U.S. firms to utilize
 

the Free Zone as a marketing center for Latin American, as is presently
 

done by the Japanese. 

The second will involve examination of one or more special situations
 

which may influence investor decisions in certain geographical or economic
 

settings. It is likely that Hong Kong will be examined. Investor
 

uncertainty has increased there in anticipation of a change in political 

status of that Colony. Other possible exarinations may include Japanese 

investment policies, special investor groups, etc. 

The third will he the first in a series of distribution and transport 

studies. These will examine all prices affecting the transport cost 

structure of Panama and will recommend strategies for reducing ocean 

shipping costs to major market areas. The study and subsequent studies 

will he designed to provide time R&DO with both data and a high level of 

expertise in matters affecting cargo rat es, shipping facilities, 
competitive routing and shippiug stratyis. 

The fourth stldy, Canal traffic and crr';~s, is intended to examine 

production possibilities derived from r'.',mwnt raw, :(ni--finishld and 

finished productl; through tihe Canal. At tle,' same timp tie studies wil1 

attempt to identify transport alternatives, which may supl lement the Canal 

for trans-I sthums shipping. 
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The studies, individually and collectively, will provide information upon 
which the R&DO personnel will frame strategies and pcomotion campaigns;
 
identify policy issues, program possibilities; and maintain a creative
 
dialogue with the public and private sectors.
 

5. Policy Studies 

Policy issues are expected to arise as a result of the operations of the 
ICP. The R&DO personnel will define those issues and relate them to their 
probable effect on employment generation. In the course of their 
operations most investment promotion offices in other countries have had 
occasion to request policy changes. Florida for example, as a result of 
recommendations by the Fantus Company, has made approximately 40 
legislative changes to accommodate new investment in that State. 

Apart from policy issues which may arise, there are iunediate issues which 
the R&RO will address in 198:r. These are: (1) Evaluation of the labor 
code and the labor market and (2) Public sector pricing policies and their 
effect on consumers and on production. 

These and other policy studies will be carried out in conjunction with 
other agencies, notably lMI CI. Whenever possible the R&O will attempt to 
induce other agencies to take on policy studies, utilizing funding already 
available through programs like the PRS. It will, however, uitilize 
funding under this loan to insure that priority is;ues are addressed in a 
timely and professional manner. 

The R&DO will as a result of the studies make recommendations for policy 
and legislation on procedural changes. 

6. Formation and operation of an external Advisory and Evaluation Committee 

During 1983, the R&DO will determine the availability of appropriate 
expert on investment promotion, e.g., senior executives of the Florida 
Department of Commerce. The Irish Development Council, etc. and 
international businea, lenders to serve as external advisors to the 
management of the ICP. 

Three or four would be selected to form ain external advisory committee to 
the Directors & Senior Management of the ICP . the Advisory Committee 
would, with the assistance of R l)0 personnel, establ lish evaluation 
criteria [or annual assessment of the I' and part ici pate in that 
assessment at the end of each GOP fis;cal year. They would at the request 
of the Board of Execut iye Director undert ake or advi.se upon events or 
conditions of which might af Feet ICP operat ions. 

12,
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7. Inter-Sectoral Seminars
 

In conjunction with the emergence of policy issues and technical concerns
 

the ICP will sponser seminars which bring together leaders and major
 
participants in the Panamanian investment process to air those issues,
 
receive feed-back and advance their resolution. During 1984 the ICP
 
expects to sponsor seminars on export promotion, productivity,
 
joint-venture programs, and price policies. To rhe degree practicable the
 

ICP will obtain joint-sponsorship of the seminar with MICI, SIP and other
 

public and private agencies.
 

RESEARCH A",1) nEVELOP4ENT PROGRAI - 1985-1986 

The R&DO will at the end of 1984 and 1985 review it, a:tivities and the 
results obtained from this review, priority activities and studies will be 
selected and scheduled for the ensuing year. The external advisory group will 
participate in the selection of activities and in the evaluation of the 
pruviou3 years activities. Although the emphAsis Dn 7irticular activities 
will undoubtedly change the general thrust of the eo rntions of the RDO will 

remain focused on the elements which were initiatri i7 1984. Throughout the 
period there will be heavy relinnre on consultants aid contractors. The 
development of adeqate informnition would ta: t i:. c -ity of the R&l)O office 
and require substantial additional staff. By utriizi ; consultants, the R&DO 

personnel w~ill be able to devote their attention to ,rermination of data 
requirements, supervi;ion of con.sultants and converrioi, of the data into 
strateg;y anI operational act ivities. 

INVESTMENT i'ROMlOT ION PIROCRAM - 1983 

1. Recruitment
 

During the middle of 1983 the Promotion will ccmplete recruitment of its 
key personnel and support staff. The start-up budlet for the Promotion 
office did not provide for full staffing of all five area groups, nor did 
it anticipate the u.se of tih" Florida contact systcrt which offers 
especially effective "se of staff by e(rtroll preparati on for visits and 
control of tie visits thvmNelves. io operate effectively in the U.S., 
Europe, Asia anid iW tin America pl 'rotnotinn 0 fic, will staff-up to five 
teams (two for tle ll.'. ontraticis ). Each ten: "'nld consist of one sales 
execit iye or rpreqent it iv, and two ca;e oifficc r , for a total of 

5 sal'; Ex.,,crtivs
 
10 case (ffi '.r,;
 

In a, ,,,ih a.,, t ,i rainin,, lihe p uromotion offic, r unff is scheduled for 
K ly I"Y'-. 'ub. 1984 , ii ' add itional st.ff will b. rceri ed in time to 

part i Ui, pat . 
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2. Training in Panama & U.S
 

July 83 - Feb. 84 - A training/promotion operations consultant will
 
provide on-the-job training to all promotion staff in July of 1983. The
 
training will be carried out in Panama, in facilities of the Florida
 
Department of Conmmerce and in actual promotional field exercise in
 
portions of the U.S.
 

The promotion exercises will use industrial and company identification
 
data proposed by another consultant firm and will establish the
 
inter-active relationships between the Promotion Office, the R&DO and the 
Services Office.
 

3. Residual "Maquila" and ad hioc activiti .f 

The ICP absorbed the formerly independent "Maquila" program which promoted 
the ertry of assenbly industzics into Panama. Lists of potential 
investors developed under that program are available. The promotion staff 
will continue contacting and servicing firms on that list, as well as 
firms which are continuinl, to contact the TCP on their own. 

4. initiation of advertising and publicity campaigns July to December 

Materialt. will be prepared and contracts let on internal and external 
disseminated promotional literature and films. 

IVV\ESTMENT PROMOTION IPROGRAM - 1984 

1. Market Operations in the U.S. - February to December 

Upon completion of the traiving initiated in 1983, the two promotion 
teams, with the assistance of the training/promotion operations advisor, 
wil'l begin routine, promotional campaigns in the U.S. These will be 
conducted and at the rate of 24 man/missions per year. During this period 
replacement personnel will be trained as required. 

2. Seminars - January to December 

During this period two types of seminars will be held in the U.S. and in 
Panama. hoise in the II.S. will bring together groups of potential 
investors, for presenmtat ion of Planaman an investment opportunities . The 
seminars in s;ome ceases will be spcnsored by tlie ICP, but more freqtiently 
the promotion personnel of the ICP will participate in seminars on 
meet i.,; s'spon,;ored by ii.; . ogan i 'at ions , e.g. U. S. Cham ers of Conrmnerce, 
O'IC, CACC, etc. lPromotion perotnn(,1 wilt normally be accompanied by one 
or miorce senior s"taIff in Board IilemIlbcrs. 
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In Panama the seminars will be directed at the Panamanian business
 
community and at mixed groups of Panamanian and potential foreign
 
investors.
 

3. Latin American Campaign - February to December 

Upon completion of training in the U.S. the Latin American promotion teams
 
will prepare and carry out promotion campaign in Central and South
 
America. In preparing for the campaign the team will work closely with
 
the R&DO in developing information and data sources and in design of
 
various studies. The team is expected to carry out a minimum of 6
 
missions during 1984.
 

4. Asian Market Campaign - February to December 

Upon completion of training in the U.S., the Asian promotion teams will be
 
integrated into the Consultant Team (to be contracted) to prepare and
 
participate in a campaign directed primarily at Japan, Taiwan, hong Kong,
 
Korea and Singapore. 

The R&DO will also be involved in the data gathering and processing 
elements of the campaign. It: is expected that after the campaign, which 
will last for one year, that the ICP will be able to maintain a continuous 
operation of four missions per year without the need for massive 
consultant assistance. %t the end of the period, decisions will be made 
in respect to the desirability of opening offices in the Far East 
mantaining oPerations in Panama, and for specialized consultant services. 

5. European Market Campaign - February to December 

Upon completion of training in the U.S. the European promotion team will 
be integrated into Consultant Team (to be contracted) to prepare and 
participate in a campaign directed primarily at Germany, France and Spain. 

The R&DO will also be involved in the data gathering and processing
 
elements of the campaign. It is expected that after the campaign, which
 
will last for one year, that the ICP will be able to maintain a continuous 
operation without massive consultant assistance. At the end of the 
period, decisions will made in respect to opening an [CP office In Europe. 

INVESTMFEN'T PROM.OTJON PRORAMI - 1985 and 1986 

The Proomotion Office will, at the end of 1984 and 1935, review and evaluate 
its activitics and the results obtained. Strategies, activities and resource 
allocation; will he adjust-ed as required. The external advisory group will 
p'Irticipate in the evaliat ion,; and in thy- selection of activities. 

Tie alvisnb ility of e.tah i.init; , ovrse.1ia officen; will be the major decision 
to be tak,-ri. .hoild it he d('Cidud Hult , ch officer; bc opener budgetary 

additionq will undouibtediv be lr-L i red. 
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EXHIBIT 3: TRAINING PROGRAM 

The components shown here are classified as "training" in as much as the 
main thrust of the activities are directed at achieving staff competency. 
They constitute discretely identifiable activities which advance the ICP 
program, but the activities are used primarily as a vehicle for instilling 
required skills, attitudes, and knowledge in ICP individual staff members, and 
to effect a nexus with individuals within teams, and teams within the
 
institution.
 

In certain cases the training will be provided in-house by a consultant 
who will be responsible for development of key personnel: e.g. the consultant 
expected to be contracted for the Research and Development Office (A.1 in the 
component tabulation which follows this section) . The duty of that consultant 
is to instruct and advise on the full range of activities involved in: 
identifying policy issues, devising iarketing strategies, preparing terms of 
reference for studies, identification of special situations, collection and 
interpretation of data, development of internal controls, and program 
priorities. In carrying out these training functions over the life of a 
flexible and changing project, he will train the heads of each operational 
department in their roles as responders to, and users of the Research and 
Development Office. The activity is essentially management training within a 
unique technical. and organizational framework. 

In some cases the ICP technicians will receive training within a 
contracted operation. In market identification, for example (A.2 in the 
component tabulation), ICP technicans will be sent for training to a 
consulting finn which will be carrying out operational activities on behalf of 
the ICP. The operational activities (shown in the technical assistance annex 
B.4) are expected to continue throughout the project life. The training costs 
shown in A.2 reflect only the travel and per diem cost of the ICP technicians 
which will participate, as trainees,in the operational activity. 

Cost calculations shown for each activity have been developed in most 
cases on the basis of known rates of likely contractors. In some cases they 
reflect cost rates of contractors which have made proposals to the ICP. In 
others they are calculated at standard rates. Per diem rates are illustrative 
only. These would be paid by AID and accordance with AID per diem rates 
prevailing at the time that travel takes place. 
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TABLE I
 

ICP TRAINING 1983-1986
 

Organizational
 
Division/ Description 1983 1984 1985 1986 TOTAL
 
Total
 

A.Research & Development 

1. Industrial Development 89,000 120,000 120,C,)O 120,000 449,000
 
Techniques
 

2. Market Identification 11,000 11,000 11,0)0 	 33,000
 

3. Computer Operations 
& Library 10,000 10,000 

4. Economic Develop
ment 	Courses _ 5,230 5,230 5,230 15,690 

100,000 146,230 136,23', 125,230 507,690 

B. Investment Promotion
 

I.Industrial recruitment 92,000 90,000 69,6'20 69,600 321,200 
skills + U.S. Market 
penetration 

2.Asian Market 
penetration -- 36,000 40,0,0 -- 76,000 

3.European 'Market 33,600 33,600 67,200
 
92,000 1.59,600 143,200 69,600 464,400
 

C. Executive Management
 

I.Management Courses 	 15,500 15,50 15,500 46,500
 

2.Asian Market 	 25,000 25,000 50,000
 

3.European Market 	 18,600 18,bC0 37,200
 
59, 100 3G. ;D3 	 15,500 133,700 

GRAND TOTAL 192,200 36W , 930 3- 3C, 2 10,330 1,105,990 

*' 	 The indu!trvial development trainer/advis-.r i. c.,2r,-d to .i nt i tt ti ona1 
l)evelopment in the Suminary Finaiicial Pl,:-i p,:1c 3 in the project paper. 
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TRAINING ACTIVITIES 

RESEARCH AND DEVELOPMENT OFFICE - 1983 

1. Industrial Development Techniques 

a.-Period: 	 6 months
 

b.-Content: 	 Training of the Deputy Director and all R&DO
 
personnel in policy & operations research and 
programming, inclusive of market research
 
techniques, development and use of locational
 
data, incentive evaluation and use, distribution
 
and transportation, cost comparisons, 
broadcasting techniques, site and building 
suitability, community data information, 
budgeting, socio-economic trends, identification
 

of weaknesses and strengths of Panama as an 
industrial site. 

c.-Place: 	 ICP
 

d.-Resources: I Training Advisor 6 months $72,000
 
1 Training Advisor 1/2 month 5,000
 
Travel & Per diem 12,000
 

$89,000
 

e.-Office Space
 

& Facilities: ICP
 

f.-Secretarial 
Services 	 ICP
 

2. Market Identification Techniques 

a.-Period: 	 3 months
 

b.-Content: 	 Use of STC International trade statistics and 
specialized data for identification of industries 
which would likely improve 	 their position by 
establishing production facilities in Panama and 
the identification of specific industries withlin 
those categories. 

Note: 	 GOP Per T)iemr allows $115 for Latin Aerica and _150for North America 
and Europe. The rat(- applicablc to ICP staff traveling on USAT) funds 
shall be the prevuiilin, 1'.,. povernment rates. 
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c.-P lace: 
 New Jersey
 

d.-Resources: 
 Travel of one ICP trainee
 

Panama-New York-Panama 
 1,000 

Per Diem 90 days x $100 $ 9,000 

Other 
 1,000
 

$11,000 

e.-Office Space
 
& Facilities: 
 Contractor
 

f.-Secretarial Services: 
 Contractor
 

RESEARCH AND )EVELOPMENT OFFICE - 1984 

1. Industrial Development Techriques 

a.-Period: 1? months 

b.-Content: Training of the Deputy Director and all R&DO 
personnel in policy & operations research and 
programming, inclusive of market research 
techniques, development and use of locational 
data, incentive evalation and use, disLribution 
and transportation, cost comparisons, 
broadcasting techniques, site and building 
suitability, comiiunitv data informt-ion, 
budgeting, socio-econoiic trends, identification 
of weaknesses and strengTths of Pinama as an 
industrial site.
 

c.-Place: 
 ICP
 

d.-Resources: 1Training Advisor 12 months 
Travel & Per Diem 

$120,000 

e.-Office Space 
& Facilities: ICP 

f.-Sccret aria 1
 
Services ICII
 

Note: (O1 Per Dicm alloli, $115 for Latin America and $150 for North America
and] Fi rcpe. The rate applicable to ICII staff travlin,; on IISAID funds 
shalll be the prevailing I.S. * , ovc rnmrnt rates. 
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2. Market Identification Techniques 

a.-Period: 
 3 months 

b.-Content: 
 Use of SIC International trade statistics and 
specialized data for identification of industries
 
which would likely improve their position by 
establishing production facilities in Panama and
 
the identification of specific industries within
 
those categories.
 

c.-Place: 
 New Jersey
 

d.-Resources: 
 Travel of one ICP trainee
 

Panama-New York-Panama $ 1,000 

Per Diem 90 days x $100 9,000 

Other 
 1,000
 
$11,000
 

e.-Office Space
 
& Facilities: 
 Contractor
 

f.-Secretarial Services: 
 Contractor
 

3. Computer Operations & Library
 

a.-Period:
 

b.-Content: Use of computer; input and retrieval of data,
 

maintenance of conventicnal and disc library.
 

c.-Place: 
 ICP
 

d.-Resources: 
 One Computer Trainee 
 $10,000
 

e.-Office Space & 
Facilities: 
 ICP
 

f.-Secretarial Services ICP 

Note: GOP Per Diem allows 115 for Latin America and $150 for North America 
and Europe. The rate applicable to ICP staff traveling on USA[I) funds 
shall he the prevailing 11.S. government rates. 
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4. Economic Development Courses
 

a.-Period: 	 1 year
 

b.-Content: 	 Other training of Research and Development staff
 
will include participation in the Economic
 
Development Institute at the University of
 
Oklahoma, or similar economic development course.
 

c.-Place: 	 U.S. 

d.-Resources: 	 Air Transportation:
 
Panama 	 U.S.-Panana for three 
persons 	 2,500
 

Per Diem: 7 dr.,s x t80.00
 

for 3 persons 	 .,680 

Course 	fees: $350 for 3 persons 1,050
 

$5,230
 

e.-Office Space & Facilities 	 IC? 

f.-Secretarial Services ICP
 

RESEARCH AND i)DEVELOPIMENT OFFICE - 1985 

1. Industrial Development Techniques 

a.-Period; 	 12 umonths 

b.-Content: Training of the Deputy Director and all R&DO 
personnel in policy & operations research and 
programming, in: lusiVe of market research 
techniques, develonment and use of locational 
data, incentive evaluation and use, distribution 
and transportation, cost comparisons, 
broadcasting tcchniqiies, site and building 
suitabil tv, ce-im-viitv data infonimtion, 
budgeting, socio-econoaiic trends, identification 
of weaknesses aid ;treic ths of Panama as an 
industrial site. 

C.-P lace: 	 ICIP 

Note: 	 COP Per Diem allows $115 for Latin A:rica a;id $150 for North America 
ani Europe. Thme rtie ajppl icalle to I7P .'taff traveling on 11SAII) funds 
shi'11 be the preva i Iig U.S. goverir'.It r-tICs. 
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d.-Resources: 
 1 Training Advisor 12 months
 

Travel & Per Diem
 

$120,000
 

e.-Office Space 
& Facilities: ICP
 

f.-Secretarial
 

Services: 	 ICP
 

2. Market Identification Techniques 

a.-Period: 
 3 months
 

b.-Content: 	 Use of SIC International trade statistics and 
specialized data for identification of indistries 
which would likely improve 	 their position by 
establishing production facilities in Panama and
 
the identification of specific industries within
 
those categories. 

c.-Place: 	 New Jersey
 

d.-Resources 
 Travel of one ICP trainee
 
Pana,,a-New York-Panama 1,000 

Per Diem 90 days x $100 9,000 

Other 	 1,000 
$11,000
 

e.-Off ice Space 
& Facilities: Contractor
 

f.-Segretarial Services: 	 Contractor 

3. Economic Development Courses 

a.-Period: 	 I year 

b.-Content: 	 Other training of Research and Development staff 
will include part icipation in the Economic 
Development Tnstitute at the University of 
Oklahoma, or similar economic devel opment course. 

c.-Place: 	 U.S. 

Note cO,er 1)i em a 11owvi 4; 115 for 1,tin Ameri and(,1T0 for North America 
and 1,;11ropev. Tlie rat c apl)Ii c a)1e to ICP s( iff traveliig on U;A1.1 funds 
shal 11 be the Vl i1i n ,, Hr.S. gove rninnOIt ratCs;. 
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d.-Resources: 	 Air Transportation:
 
Panama U.S.-Panama for three
 
persons 
 $2,500
 

Per diem: 7 days x $80.00
 
for 3 persons 	 1,680
 

Course fees: 350 for 3 persons 1,050
 

$5,23-0
 

e.-Office Space &
 
Facilities: ICP
 

f.-Secretarial Services: 	 ICP 

RESEARCH AND DEVELOPMENT OFFICE - 1986 

l.-Industrial Development Techniques 

a.-Period: 	 12 months 

b.-Content: Training of the T)eputy Director and all R&DO 
personnel in policy & eper-tions research and 
programming, inclusive of mar'et research 
techniquies, development and use of locational 
data, incentive evaluation andi use, distribution 
and transportation, cost comparisons, 
broadcasting techniques, site and building 
suitability, comniiiity data information, 
budgeting, socio-economic trends, identification 
of weaknesses and strengths ef Panama anas 
industrial site. 

c.-Place: 
 ICP
 

d.-Resources: 	 I Training Advisor 12 months 
Travel & Per Diem 

$120,000
 

e.-Office Space 
& Facilities: ICP 

f.-Secretarial
 
Servi ces: ICP
 

Note: COP er 1)i em aI llows 1F5 for lantin America and Sl1') for ':o rth Amerc a 
and lEirope. 'Time rate appiicable to ICt staff travclin,; on USATID funds 
"hall e tHie prevalingV Ii.i . government rates. 
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2. Economic Development Courses 

a.-Period: 
 1 year
 

b.-Content: 
 Other training of R&DO staff will include 
participation in the Economic Development
 
Institute at the University of Oklahoma, or
 
similar economic development course.
 

c.-Place: 
 U.S.
 

d.-Resources: 
 Air Transportation:
 
Panaina-U.S.-Panama for three 
persons $2,500
 

Per diem: 7 days x $80.00 
for 3 p(,rsons 1,680 

Course fees: 350 for 3 persons 1,050 

$5,230 

e.-Office Space & 
Facilities: 
 ICP
 

f.-Secretarial Services: ICP 

INESTMENT PRO OTION OFFICE - 1983 

1. Promotion Techniques Training 

a.-Period: 
 7 months
 

b.-Content: 
 Whole group and individual on-the-job training 
will be given to develop the ICP promotion
 
staff's ability to attract industry to Panama.
 
Instruction will 
include sales strategies for
 
industrial recruitment, preparation of the 
written proposal, making the sales call, how to 
plan and implement a site tour, and how to 
conduct effective follow-up. The promotion staff 
will participate in a Florida Department of 
Commerce sales mission, and will plan and 
implenment their salesown mission in the U.S. 
They plan and implement a site tour. 

Note: COP Per )iem al 11 15 forl1atinAerc -50 for North America 
and Europe. The rate applicable to ICI staff traveling on US;AlI) funds 
shall he the prevailing U.S. government- rates. 
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In addition, the Director of Promotion will
 
receive individualized instruction in how to 
manage the marketing operation. 

c.-Place: 5 months ICP
 
2 months U.S. 

d.-Resources:
 

Consult ant 
 $35,000
 

Air Transportation
 
U.S.-Panama-U.S (5 Trips) $ 2,800
 

Per Diem - 60 days at $SO. $ 4,800 

ICP Staff 

Air Transportation 
Panama-U.S.-Panama 
10 persons (0 Trip) $ 5,600 

TL-selccted U.S. cities-T1i1 
10 persons /F,: ta $ 5,000 

TLII-A'I,-1II1 5 persons $ 1,000 

Per Diem -- 45 days %. S3O 
for 10 persons $36,000 

e.-Office Space & 
Facilities: IPC/FDC 

f.-Secretarial Services: TI 2,000 

$92,200
 

Note: GOI' Per Di e. al lows 115 for L,,tin Ar.t.,ricn a..d S1SO for North America 
and 1turope. rhe rate applicable to ic, st raafvelin-, on 1ISAID binds 
shall b, the preva iiling U.). govrmnt ra s. 
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INVESTMENT PROMOTION OFFICE - 1984 

1. Promotion Techniques Training 

a.-Period: 	 12 months 

b.-Content: Individual skill training for promotional 
personnel including instruction in advanced sales 
techniques, how to plan and conduct investor
 
seminars, and special promotional events. 

The pronotion Staff will attend the Florida 
Industrial yevelopment Workshop (held in Nay in 
TLII) or the Basic Economic Development Course 
(November at University of South Florida, Tampa.) 

The )irt-ctor of Promotion will be given 
instructions on how to develop the annual 
marketing plan which will include setting goals 
and objcctives, tchl evenent/iot i vat ion 
technique,, and the pc rforma nc e eva luat ion 
proces3. Inut rntct ion will also be given in the 
plan and imp le entat ion of effective advertising 
and pitblic relations caipains. 

C.-Place: 	 8 month s ICI'
 
4 monthi; ; leected cities
h I.S. 

d.-Resources; 	 1 Trainiut, Contrnctor $60,000 

Air Tra nnpo rt at i on 
U.S.-Panama-U.S. (8 Trips) $ 5,000 

Per Diem - 100 (days $80 	 $ 8,000 
Part Time Secretary (U.S.) $ 4,000 

Course Fees - S persons 
$300 each. 	 $ 2,400 

Air Trat p:,iort CI' Staff 
P a1ni i --. [I . S .- P I.'IaII:I 

for 8 pr' i:s,,lr; 	 : 5,000 

I'er Di('i -I l' St;Iff 
7 dayv x 510lo or 8 per,,ons 5,600 

,',!oret C'. I P r 1)1 ('11 "1 r .,: 1i1 ' f or 1.o t iI, Alw ri('c aInd s Pb)0 f or Nr t I I Am . i (.. 

anci li c'(,'. The ritht. inl F I, ICp ' ,r:t i ravc' ii, n t !.AIll funs 
Wbal1 I1w the lpr,'vail t; Ii . .',,.K , Inl iti rat e.,;. 

lI
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e.-Office Space & Facilities: ICP 

f.-Secretarial Services: 
 ICP 

2.Promotion Techniques Training - Asian Staff
 

a.-Period; 
 I year 

b.-Content: 
 Three Promotion Staff members will receive 
on-the-job training in technical preparation and 
representation in the Far East. 
 This instruction
 
will include orientation and sales training, and 
the plan and i-plemenation ef sales mission,;. 

c.-Place: 
 Far East
 

d.-Resources: 
 Air Transporration.
 

3 Trips 
Panama-Far East-Panama 
for 2 persons 
 t12,O00 
(1 Trip for person) 

Per Diem: 12.) days x $100 
for 2 persons t24,000 

036,000 
e.-Office Space & 

Facilities: 
 ICP 

f.-Secretarial Services: ICPI 

3.- Promotion Techniques Training - Furopean Staff 

a.-Period; 
 1 year 

b.Content: 
 Two promotion Staff members will receive 
on-the-job training and technical preparation and 
representation in Europe. This instruction will 
include oricnition and sales training, andthe 
plan and imple:,entation of sales rissions. 

c.-I' lace: i'u rope 

e" Cop P'er I)ier)l allo ,; ,,115 for ,at in ':eiricn ,nd 4;150 for North America 
and Europe. The raltct applicrible to iW!' staff travolin , on IISAID funds 
shall he the preva ili p, U.S. )goVI*n'-,':"t rates. 
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d.-Resources: Air Transportation: 
P anama-Eu rop e-P anama 
(4 Trips) for 2 persons * 9,600 

Per Diem: 120 days x $100 
for 2 persons 	 $24,000 

*33,600
 

e.-Office Space & Facilities: 	 ICP 

f.-Secretarial Services: ICP 

INVESTMENT PROfOTION OFFICE - 1985 

1. Promotion Techniques Training 

a.-Period: 	 12 months 

b.-Content: 	 It is anticipated that new staff will have been 
hired who need to be trained in the basic skills
 
of promotion. The course developed in 1983 will
 
be conducted by a consultant, with a designted 
ICP staff member assisting. The intent is to 
train an internal trainer, so that this function 
can be routinely handled by ICP. The Senior 
Promotion Staff will be used as the "models", in 
the same way FDC staff were used in 1983. 

The Managing Director and Promotion Manager will 
attend a "H1ow to Meet the Media" course to 
prepare them to effectively conduct media 
interviews and anrwer questions. 

The Senior Promotion Staff will attend a Site 
Location course such as if offered by American 
Management Associates (AMA). 

c.-Place: 	 8 months ICP 
4 months selected U.S. cities 

Note: COP Per Diem allows $11.5 for Latin Americia and $150 for North Amer ica 
and Europe. The rate applicable to ICI' staff traveling on USAID funds 
shall be the prevailing U.S. government rates. 
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d.-Resources: 	 I Training Contractor $40,000
 

Travel Contractor
 

U.S.-Panama-U.S.
 
(6 Trips) 3,400
 

Per Diem 75 days x $80 6,000
 
Course Fees (BEDC, media
 

and site location) 4,000
 

ICP Staff
 

Air Transport
 
Panama-U.S.-Panama
 

for 8 persons 	 5,000
 

Per Diem 14 days x S100 
for 8 persons 11,200 

$69,600
 

e.-Office Space & Facilities: 	 ICP 

f.-Secretarial Services: ICP
 

2. Promotion Techniques Trairing - Asian St!f 

a.-Period: 	 1 year
 

b.-Content: 	 Two promotion staff me~ibers will receive 
on-the-job training in technical preparation and 
representation in the Far East. This instruction 
will inclbide orientation and sales training, and 
the plan and imp le;nentat ion of sales missions. 

c.-Place: 	 Far East
 

d.-Resources: 	 Air Transportation 
Panama-Far East-Panama 
(4 Trips) for 2 perions *16,000 

Per Diem: 120 days x Si10 
for 2 perso - 24,000 

$40,000 

Note: 	 GOP Pler Diem allowt; l 1 5 or 1atin A:eri. a ind *150 for Nort Ii America 
and LtIrope. The rate ap, licable to lCdI ttravlin . on lISAI r uiids 
shai be the prcvaili ,; UI.S. ,over'i:ioint rait,-s. 
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e.-Office Space &
 
Facilities: ICP
 

f.-Secretarial Services: ICP
 

3.- Promotion Techniques Training - European Staff 

a.-Period: 1 year 

b.-Content: 
 Two promotion Staff members will receive
 
on-the-job training in technical preparation and 
representation in Europe. This instruction will 
include orientation and sales training, andthe 
plan and implementation of sales missions. 

c.-Pace: EUrepe 

d.-Resources: Air 
Panama-Eu 
(4 Trips) 

Trans
rope-Pa nama 
for 2 

portat

persons 

ion: 

9,600 

Per 
for 

Diem: 
2 pers

120 days 
ons 

x $100 
t24,000 

-33,600 

e.-Office Space 
Facilities: 

& 
ICP 

f.-Secretarial Services: ICP 

Note: GOPer iem all owi gl15 for l1 i America t )or North America 
al(d Iuro)e. Thc rate ipplicablle Uo CI' sta ff t ravl, lin;, on WIAII) funds 
shIa l he th(, prevailin,, 1!.(. g rt;e(,.gove rlimetit 
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INVESTPMEN PROMOTION OFFICE - 1986 

I.-Promot ion Techniques Training 

a.-Period: 12 months 

b.-Content 
 The ICP Staff member identified as the in-house
trainer will conduct the promotion skills course 
developed in 1983. The consultant will 
supervise the instruction. The training function 
should now be in-house capability. Again, Senior 
Staff will be used in the training as models. 

Outside courses such as the Basic Development 
courses and selected site location course (such 
as those offered by A.M1A) will be continued as 
part of the ICP trainin- program. 

c.-I'lace: ICP 

d.-Resources: 1 Training Contractor 940,000 

Travel U.S.-Panana--U.S.
 
(6 Trips) 3,400
 

Per Diem 75 days x 30 6,000 

Course Fees (jEDC, site location) 4,000 

ICP Staff 

Air Transport 
Panmna-U.S.-Panama 
for 8 persons 5,000 

Per Diem 14 days x W1O 
for 8 persons 11,200 

969,600 

e.-Office Space & ICP
 
Fac ilit ies:
 

f.-Sec retarin] Service: ICI' 

Note: C()[ Pecr l) i' al low:; -I'; foc lbat ii A-ieric. ;a . 1fl5/ Ior U-rthii nric~i 

and F:iijrniOe. Th, rate applic :il lc ,i to iR i on 11rt )f" I' ej ;A il" 

shall he the prev iiii !g,1.5;lOw, r'i; nr rut '<. 
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MANAGEMENT - 1984
 

l.-Management Courses
 

a.-Period: 1 year
 

b.-Content: The Managing Director and Deputy Director will
 

attend a 2 weeks management course such as is
 
offered by New York University or Wharton School
 
of Business in order to upgrade their management
 
skills.
 

c.-Place* U.S.
 

d.-Resources: Air Transportation
 
Panama-U.S.-Panama 

for 2 pers ns 4,000 

Per Diem: 125 days x $150 

for 2 persons 4,500
 

Course Fee. 7,000
 

15,500
 

2.-Management Market Orientation (Asia)
 

a.-Period: I year
 

b.-Content: The Managing Director and 3 Board members will
 

receive orientation training in the Far East, and
 

will participate in a sales mission.
 

c.-Place: Far East
 

d.-Resources: Air Transportation
 
Panama- Fa r-Ea st -Panama
 

4 persons 16,000
 

Per Diem: 15 days x $150 9,000
 
425,000
 

e.-Office Space &
 
Facilities: ICP
 

f..-Secretarinl Services: ICP
 

Note: 	 GOt1 Per 1)ica;IIow; ;l') for Lat in Ameri c nnm;150 for North America 

anm] Eui')e. The rate appl icable to ICP t:iafl traveling on USAID funIn 
shll be tie prevam ilinmg II.S. tov,-riineat ra tets. 
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3.- Manapement Market Orientation (Europe) 

a.-Period: 
 1 year
 

b.-Content: 
 The Managing Director and 3 Board Members will
 
receive orientation training in Europe, and will
 
participate in a sales mission.
 

c.-Place: 
 Europe
 

d.-Resources: 
 Air Transportation
 
Panama-Eu rope-Pa nama
 
4 persons 
 $ 9,600
 

Per Diem: 15 days x $150
 

x 4 persons 
 9,000
 
$18,600
 

e.-Office Space &
 
Facilities: 
 ICP
 

f.-Secretarial Services: 
 ICP
 

MANACMEPN'r - 1985 

l.-Management Course,, 

a.-Period: 1 year 

b.-Content: 
 The Managing Director and T)eptity Director will 
attend a 2 wee: inanagement course such as is 
offered by New York University or Wharton School 
of Business in order to upgrade their management 
skills.
 

c.-Place: 
 U.S.
 

d.-Resources: 
 Air Transportation
 
Panama-U.S.-Panana 
for 2 per;ons $ 4,000 

Per Diem: 30 days x 150 
for 2 persons 4,500
 

Conrse Fee: 7P000
 

$15,500
 

oj: COP' P'er Di iN, al lows; $-f- --for-l.;it-i :e-ri-.--aP)_O_ [for NorthIi Ateic ca 
and Europe. The ratc) applicab lv to ITCP a f Irave i n on USAI) funrds 
shnli he the pr,,vailig II. ;. gove rni nt rates. 
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2.-Management Market Orientation (Asia) 

a.-Period: 	 1 year
 

b.-Content: 	 Tha Managing Director and 3 Board members will
 
receive orientation training in the Far East, and
 
will participate in a sales mission.
 

c.-Place: 	 Far East
 

d.-Resources: 	 Air Transportation
 
Panama-Far-East-Panama
 

4 persons $16,000
 

Per Diem: 15 days x $150* 9,000
 
4 persons *25,000
 

e.-Office Space & 
Facilities: 	 ICP 

f.-Secretarial Services: 	 ICP
 

3.- Management Market Orientation (Europe) 

a.-Period: 	 I year 

b.-Content: 	 The Managing Director and 3 Board Members will 
receive orientation training in Europe, and will 
participate in a sales mission. 

c.-Place: 	 Europe
 

d.-Resources: 	 Air Transportation
 
Panama-Europe-Panama
 
4 persons 	 $ 9,600
 

Per Diem: 15 days x $150
 
x 4 persons 9,000
 

$18,600
 

e.-Office Space & Facilities: 	 ICP
 

f.-Secretarial Services: 	 ICI, 

Note: 	 GOI, Per Diemin illows $115 for Latin America and $150 for North America 
and 1urope. The rate applicable to ICI' staff traveling on UISAII) funds 
shall he the previi liyn;, 11.,. govwrilient rates. 
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MANAGEMENT - 1986 

l.-Management Courses 

a.-Period: 
 1 year 

b.-Content: 
 The Managing Director and Deputy Director will 
attend a 2 weeks management course such as is 
offered by New York Universitv or Wharton School 
of Business in order to upgrade their management 
skills.
 

c.-Place: 
 U.S.
 

d.-Resources: 
 Air Transportation
 
Panama-U.S .-Panama
 
for 2 persons 
 4,000
 

Per Diem: 30 days x $150 
for 2 persons 
 4,500
 

Course Fee: 
 7,000
 

$15,500
 

Note: GI' Per alows $17 Diem 5 for at in A vrIa anI 150 for North AIeIIc a 
and Eu -Po. The rate aiplicable to :r af f(IC!' tavc lin (,gn IlAIfI) fund s 
sIual 1 ,, the previilin,; 1.1;. governr.-rnt rates 
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EXHIBIT 4: TECHNICAL ASSISTANCE PROGRAM 

The components described herein are classified as Technical Assistance,
 
although some of them provide training as a "fall-out" of the activities
 
undertaken.
 

This is the case in Activity A.I Market Identification, B.2 Asian 
Promotion Campaign, and B.3 European Promotion Campaign. Each of these 
activities is intended primarily to establish specific operations and 
operational guidelines as quickly as possible. Given the inexperience of the 
ICP personal, highly professional contractors will be required to formulate 
and carry out the inter-related and complex technical and administrative 
tasks. While the contractors undertake those tasks, members of the ICP will 
work with them, receiving on-the-job training in the process. 

The following table summarizes technical assistance activities, person 
months, and funding for 1983 - 1986. 
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ICP-Technical Assistance 1983 - 1936 

Organizational. Division 

Description 1983 1984 1985 1986 TOTAL 

A.- Research and Development 

1. Market identification 34 p/m 
2. Determination of Availability 

of domestic Base Data 2 p/m 
3. Development of Domestic 

Data Base 6 p/m 
4. Codification of Domestic 

and U.S. Investor Data 1 p/m 
5. Re-exportation Studies 9 p/m 
6. Latin American Import Studies 8 p/m 
7. Target of Opportunity 

Studies 15 p/m 
8. Pol'cy Studies 24 p/m 
9. Distribution & Transportation 

Studies 10 p/m 
1.0.Canal Traffic Studies 18 p/m 
Il.Advisory Committee 15 p/m 
12.Intersectoral seminars 30 p/m 

Subtotal 

85,000 

10,000 

95,000 

85,000 

40,000 

5,000 
15,000 
21,000 

50,000 
80,000 
50,000 

30,000 

60,000 
100,000 
536,000 

85,000 

10,000 

15,000 
21,000 

50,000 
80,000 
50,000 

30,000 

60,000 
100,000 
501,000 

85,000 

10,000 

15,000 
15,000 

50,000 
80,000 

30,000 

60,000 
100,000 
445,000 

340,000 

10,000 

60,000 

5,000 
45,000 
5/,030 

150,000 
240,000 
100,000 

90,000 

180,000 
300,000 

1,571,000 

B. Investment Promotion 

1.-Seminars 
2.-Asian Promotion Campaign 
3.-European Promotion Campaign 

Subtotal 

18 
18 
18 

p/m 
p/m 
p/m 

60,000 
230,000 
205,000 

495,000 

60,000 

60,000 

60,000 

60,000 

180,000 
230,000 
205,000 

615,000 

C. Investor Services 

l.-Workshops 

Subtotal 
6 p/m 28,000 

28,000 
28,000 
28,000 

GRAND TOTAL 95,000 1,059,000 561,000 505,000 2,220,000 



Annex II.B
 
Exhibit 4 

Page 3 of 19 

TECHNICAL ASSISTANCE ACTIVITIES 

RESEARCH AND DEVELOPMENT -	 1983 

1. 	 Market Identification 

a.-Period: 5 months. 

b.-Content: 	 Identification of 10/15 target industries. 
Identification of major companies within those 
target groups. Preparation of international 
competitive profiles of the likely competitors of 
Panama. Preparation of a brochu-e for use with 
target companies. 

c.-Place" 	 New Jersey
 

d.-Resources: 	 Consultant services $85,000 

e.-Office Space and
 
Facilities. Cont rac tors
 

f.-Secretarial Services: 	 Contractors 

2. Determination o[ Availability of Domestic Base Data 

a.-Period: 	 2 month,; 

b.-Content: 	 Using Florida data base as a guide determine 
availability of such data in Panama and delivery 
of all data that is routinely available. Make 
recommendations for development of data which is 
not routinely available. 

c.-Place-	 ICP
 

d.-Resources" 	 Local contractors 41o,000 

e.-Office Space &
 
Facilities- Cont rac tors
 

f.-Secretarial Services: 	 Contractors 
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RESEARCH AND DEVELOPMENT - 1984
 

1. 	 Market Ident if icat ion
 

a.-Period: 10 months
 

b.-Content: 	 Identification of 10/15 target industries. 
Identification of major companies within those 
target groups. Preparation of international 
competitive profiles of the likely competitors of 
Panama. Preparation of a brochure for use with 
target companies. 

c.-Place: 	 New Jersey 

d.-Resources: 	 Consultant services 186,000 

e.-Office Space and
 
Facilities: Cont rac tors
 

f.-Secretarial Services: 	 Contractors 

2 .- Development of Domestic 	 Data 13a.e 

a 	 -Period: 2 month ,s 

b.-Content: 	 Development of domestic data base 

c.-1lace: 	 Panama 

d.-Resources: 	 Cont ractors $40,000 

e.-Office Space and Facilities Contractors
 

f.-Secretarial Services Contractors
 

3.-Codification of Domestic Data Base and Codification 
of U.S. Investor Data
 

a.--Pe riod: I - 2 months
 

b.-Content: Des ign sta ikla rd cod if icat ion for entry of base
 
data i nt o ccup te r banks. 

c . -P l ac e Panama
 

d .- Resou rces: Cont rac tor,,; 5,000
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e.-Office Space and 

Facilities Contractors 

f.-Secretarial Services: Contractors 

4.-Re-exportation Studies: 

a.-Pe riod: 3 months 

b.-Content: Investigation of possibilities of FTZ for 
specific assembly plants, packaging (U.S. 
re-export) & repackaging of goods. 

c.-Place" Panama 

d.-Resources: Cont rac tors 315,000 

e.-Office Space and 
Facilities: Cont ractors 

f.-Secretarial Services: Contractors 

5.-Latin American Import Studies 

a.-Period: 3 months 

b.-Content: Examination of import statistics, events, and 
factors affecting production of Latin American 
imports. Research Panama as an alternative to 
produce those goods for the Latin American 
market s. 

c.-Place" Panama 

d.-Resources: Cont ractors 421,000 

e.-Office Space & 
Facilities: Cont rac tors 

f.-Secretarial Services Contractors 

(/j
 



6 .- Target of Opportunity 

a.-Period; 

b.-Content 


c.-Place: 


d.-Resources: 


e.-Office Space and 
Facilities 


f.-Secretarial Services 


7. Policy Studies
 

a.-Period: 


b.-Content: 


c.-Place: 


d.-Resources: 


e.-Office Space &
 
Facilities: 


f.-Secretarial Services 

Annex II.B
 
Exhibit 4 
Page 6 of 19 

Studies 

2 months each
 

Special situation in various parts of the world
 
may bring about unique opportunities for Panama
 
to attract investment; e.g. termination of
 
British Agreement with China regarding Hong Kong.
 

Panama and elsewhere.
 

Contractors 450,000 

Contractors 

Contractors
 

8 months 

(1) Labor market study. Evaluation of labor 
force and its growth characteristics by region 
and major locality. Labor law and labor 
practices ought to be studied. Data will be 
presented in a form readily adaptable for use in 
the compter. (2) Public sector pricing study.
Assessment of government policy and the effect on 
the consumer, and on production. 

Panama
 

Contractors 380,000 

Cont ractors
 

Contractors
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8.-Distribution and Transportation Studies 

a.-Period: 12 months 

b.-Content: Collection of information on all factors that 
influence transportation costs from Panama to 
market centers. The information to be fed into 
computer and a system for up-dating to be 
established and recommerdation of strategy for 
reduction of freight costs. 

c.-Place: 
 Panama
 

d.-Resources: 
 Contractors 
 450,000 

e.-Office Space &
 
Facilities: Cont rac tors
 

f.-Secretarial Services: Contractors
 

9.-Canal Traffic Study 

a.-Period: 
 one month 

b.-Content: Collection of inforlation, primarily from Canal 
Commission on cargo and destination passing 
through the Canal and derive industrial 
potential and transport facility. 

c.-Place: Panama 

d.-Resources: Cont rac tors 330,000 

e.-Off ice Space &
 
Facilities: Cont rac tors
 

f.-Secretarial Se rvices: Contractors 

10. -Advisory &Evaluati )n Con:iiaittee 

a.--Period. One year: 5 p/ra.s effort during the year. 
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A commission of 3 or 4 well-known people in the
b.-Content: 

field of investment promotion (e.g. head of the 

IDA, head of the Florida Division of Economic 

Development) shall be invited to advise the Board
 

and the Managing Director of ICP on matters which 

may effect the operation and success of ICP and 

to conduct an annual evaluation of ICP progress 

for submission to the Board of ICP. 

Panama, U.S. and other places.c.-Place: 


450,000d.-Resources: 3 or 4 advisors 

travel & per diem $10,000
 

$60,000
 

e.-Cffice Space &
 
Facilities-
 ICP
 

f.-Secretarial Assistance ICP 

1.-Intersectoral Seminars 

a.-Period 1 year 

Discussion and dissemination of information onb.-Content: 

policy matters in government agencies and private 

sector. Most of these seminars will be organized 

and conducted by INCAE. 

c.-Place; Panama 

4100,000d.-Resources 

e.-Office Space Facilities ICP - INCAE 

ICP - INCAEf.-Secretarial Services 

INVESTMENT PIOMOTION - 1984 

l .- Seminars 

each.a.-Period: 1 to 2 weeks 

Develcpnment and dissemination of information tob.-Content' 
selected dxne;tic and foreign target groups (e.g. 

For joint ventuire arrangeine tt: s and di scussion of 

policy and adminis;iratiwvi issues.) 

lPanamia and targ;et countries.c.-Place 
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d.-Resou rces: INCAE 160,000 

e.-Office Space &
 
Facilities: ICP - INCAE
 

f.-Secretarial Services ICP INCAE 

2.-Asian Promotion Campaign 

a.-Period: 1 Year 

b.-Content: Selection of 
specific finns in target areas of 
Asia. Preparation of cost profiles on those 
industries. Identification of target irxlustry 
policies, problwns, expansion plans. Political/ 
economic conditions which may effect target 
industry behavior. Identification of key
decision makers in those cclpanies. Preparation 
of methods of accessing decision makers. 
Scheduling of visits. Indlividual interview 
techniques. Arranier:,ents for presentation and 
visits. Arran,,ments for hiigh potent inl Asian 
investors to vi:; c Panm:ia. Preparation for such 
visits. RecomnneiNlation on the use of Asian 
agents and/or use of ICP personnel for permanent 
residence in Asia. 

c.-Place: ICP - Asian countries. 

d.-Resources: Contractors, p/mns18 180,000 

Travel & Per (lien 50,000 

4230,000
 

e.-Office Space and 

Facilities Cont rac tors 

f.-Secretarial Services: Contractors 

3.- European Promotion Ca,!ain 

a.-Period: 1 Year 
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b.-Content: Selection of specific firms in target areas of 
Europe. Preparation of cost profiles on those 
industries. Identification of target industry 
policies problems, expansion plans. Political/ 
economic conditions which may affect target 
industry behavior. Identification of key 
decision makers in those companies. Preparation 
of methods of accessing decision makers. 
Scheduling of visits. Individual interview 
techniques. 

Logistics of presentation and visits. 
Arrangements for high potential European 
investors to visit Panama. Preparation for such 
visits. Follow tp contacts and visits. 
Reconm2nd-icion on the use of European agents 
and/or the use of ICP personnel for permanent 
residence in Europe. 

c.-Place: ICP - European countries. 

d.-Resources: Contractors, 18 p/ms 180,000 
Travel & Per diem f 25,000 

1205,000
 

e.-Office Space &
 
Facilities: Cont rac tors
 

f.-Secretarial Services: Contractors 

INVESTOR SERVICES - 1984 

1.-Workshops 

. .- Period: 1 Year 

b. -Cont ent: Preparation of Workshop with private sec tor 
entities to secure the coope rat- ion of the private 
sector:; in the att ai nient- of thc object:ives of 
ICp1, to fraci I it "it-c the col lection of i nformat ion 
and to acIllua itt th'ri: wit h tho work o ICt'. 

C. -P lac e Pa1:I ;:11a 

d . -Re,; oi rct,;c-CP , 0.j0 

e.-Off ice ,p[nce and
 
'a il it ii's lul'
 

f .- r't ri ; I ,So rvic es : ICI' 
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RESEARCH AND DEVELOPMENT -	 1985 

l.Market Identification 

a.-Period: 	 1 year 

b.-Content: 	 Identification of 10/15 target industries.
 

Identification of major companies within those 
target groups. Preparation of international 
competitive profiles of the likely competitors of 
Panama. Preparation of a brochure for u:;e with 
target companies 

c.-Place" 	 New Jersey 

d.-Resources: 	 Consultant services 485,000 

e.-Office Space and
 
Facilities Contrac tors
 

f.-Secretarial Services: 	 Contractors 

2.-Development of Domestic 	 Data Base 

a -Period: 	 2 months 

b.-Content: 	 Development of domestic data base 

c.-Place: 	 Panama
 

d.-Resources: 	 Contractors $10,000 

e.-Office Space &
 
Facilities: Contractors
 

f.-Secretarial Services 	 Contractors 

3.-Re-exportation Studies: 

a.-Period; 	 3 months 

b.-Content: 	 Investigation of possibilities of FTZ for
 
specific assembly plants, packaging (U.S.
 
re-export) & ren ka,,;ing of goods.
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c.-P lace: 
 Panama
 

d.-Resources: 
 Contractors 
 315,000
 

e.-Office Space &
 
Facilities: 
 Contractors
 

f.-Secretarial Services: 
 Contractors
 

4.-Latin American Import Studies
 

a.-Period: 
 3 months
 

b.-Content: 
 Examination of import statistics,events and
 
factors affecting Latin American imports as these
 
would effect decisions to invest in Panana to
 
produce those goods for the Latin American
 
market s.
 

c.-Place: 
 Panama
 

d.-Resources: 
 Cont rac tors 
 321,000
 

e.-Office Space &
 
Facilities: 
 Contrac tors 

f.-Secretarial Services 
 Contractors
 

).-Target of Opportunity Studies 

a.-Period: 
 2 month each
 

b.-Content 
 Special situation in various parts of the world
 
may bring about unique opportunities for Panama
 
to attract investment; e.g. termination of
 
British Agreement with China regarding Hong Kong.
 

c.-Pa.1ce: 
 Panama and elsewhere.
 

d.-Resources: 
 Contractors 
 150,OO0
 

e.-Office Space and
 
Facilities 
 Cont rac tors
 

f.-Secrctarial Services Contractors 
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6. Policy Studies 

a.-Period: 	 8 months 

b.-Content: 	 (1) Labor market study. Evaluation of labor 
force and its growth characteristics by region 
and major locality. Labor law and labor 
practices ought to be studied. Data will be 
presented in a form readily adaptable for use in 
the computer. (2) Public sector pricing study. 
Assessment of goverrmient policy and the effect on 
the consumer, and on production. 

c.-Place: 	 Panama
 

d .- Resources: Cont rac tors 	 480,000 

e.-Office Space &
 
Facilities: Contractors
 

f.-Secretarial Services Contractors
 

7.-Distribution and Transportition Studies 

a.-Period: 	 12 months 

b.-Content: Collection of information on all factors that 
influence transportation costs from Panama to 
market centers. The information to be fed into 
computer and a system for up-dating to be 
established and recommendation of strategy for 
reduction of freight costs. 

c.-Place: 	 Panama 

d.-Resources: Contractors 	 $50,000 

e.-Office Space &
 
Facilities: Cont rac tors
 

f.-Secretarial Services: Cont ractors 

8.-Canal Trraf[fc Study 

a. -le ri od" 	 one lmonth 

). -Conil[ nt: 	 Collecti on of information, primarily from Canal 
Commss ion on cargo and destination passing 
throtgh th' Canal and derive industrial potential 
and transport facility. 
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c.-Place: Panama
 

d.-Resources: 
 Contractors 
 $30,000
 

e.-Office Space &
 
Facilities: 
 Contractors
 

f.-Secretarial Services 
 Contractors
 

9.-Advisory & Evaluation Committee
 

a.-Period: One year; 5 p/ms effort during the year. 

b.-Content: A commission of 3 or 4 well-known people in the 
field of investment promotion (e.g. head of the 
IDA, head of the Florida Division of Econon.c 
Development) shall be invited to advise the Board 
and the Managing Director of ICP on matters which 
may effect the operation and success of ICP and 
to conduct an annual evaluation of ICP progress 
for submission to the Board of ICP. 

c.-Place: Panama, U.S. and other places. 

d.-Resources: 3 or 4 advisors 350,000 
travel & per diem $10,000 

$60,000 

e.-Office Space & 
Facilities' ICP 

f.-Secretarial Services: ICP 

1O.-Intersectoral Seminars 

a.-Period 1 year 

b.-Content: Discussion and dissemination of information on
 
policy matters in government agencies and privdte 
sector. Most of these seminars will be organized 
and conducted by INCAE. 

c.-Place: 
 Panama 

d.-Resources I00 000 

C.-Office Facilities IC!' - 1NCAE, 

f.-Sec rela ri!. Services ICI1 - INCAE, 
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INVESTMENT PROMOTION - 1985 

1.-Seminars 

a.-Period: 1 to 2 weeks each. 

b.-Content: Development and dissemination of information to 
selected domestic and foreign target groups e.g. 
Joint venture arrangements and discussion of 
policy and administrative issues. 

c.-Place: Panama and target countries. 

d.-Resources: 	 I NCAE 46U,000 

e.-Office Space & 
Facilities: ICP - INCAE 

f.-Secretarial Services: 	 ICP - INCAE 

RESEARCH AND DEVELOM1ENT -	 1986 

l.Market Identification 

a.-Period: 	 6 months 

b.-Content: 	 Identification of 10/15 target industries. 
Identification of major conpanies within those 
target groups. Preparation of international 
capetitive profiles of the likely competitors of 
Panama. Preparation of a brochure for use with 

target companies 

c.-Place; 	 New Jersey 

d.-Resources: 	 Consultant services $85,000 

e.-Office Space and 
Facilit ies Cont rac tors 

f.-Secretarial Services: 	 Contractors 

2. -Deve lopinent of 1)oncst ic 	 Data Base 

a -Period: 	 2 months 

b.-Conten t:ve 	 Del.cment of do:me'stic dala base 
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c.-Place: Panama
 

d.-Resources: Contractors 
 410,000
 

e.-Office Space &
 
Facilities: Contractors
 

f.-Secretarial Services 	 Contractors 

3.-Re-exportation Studies:
 

a.-Period: 3 months
 

b.-Content: 	 Investigation of possibilities of FTZ for
 
specific assembly plants, packaging (U.S.
 
re-exp)rt) & iepackaging of goods.
 

c.-Place: 	 Panama 

d.-Resjurces: 
 Cont rac tors $15,000
 

e.-Office Space &
 
Facilities: Cout rac tors
 

f.-Secretarial Services Conr ractors
 

4.-Latin American Import Studies 

a.-Period: 	 3 months 

b.-Content: 	 Examination of inport statistics, events and 
factors affecting production of Latin American 
imports. Research Panama as an alternative for 
the Latin American markets. 

c.-Place: 	 Panama 

d.-Resources: 	 Contractors $15,000 

e.-Office Space &
 
Facilities: Cont rac tors
 

f.-Secretarial Services: 	 Contractors 

5.-Target of Opportunity Stulies 

a.-Period: 2 month each 
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b.-Content 	 Special situations in various parts of the world 
create oppcrtunities for Panama to attract 
investment; e.g. Hong Kong. 

c.-Place: 	 Panama and elsewhere. 

d.-Resources: 	 Contractors 
 450,000
 

e.-Office Space and
 
Facilities Contractors
 

f.-Secretarial Services 	 Contractors 

6. Policy Studies 

a.-Period: 	 8 months 

b.-Content: 	 (1) Labor market study. Evaluation of labor 
force and its growth characteristics by region 
and major locality. Labor law and labor 
practices ought to be studied. Data will be 
presented in a form readily ad aptable for use in 
the computer. (2) Public sector pricing study. 
Assessment of governrrent policy and the effect on 
the consumer, and on production. 

c.-Place: 	 Panama 

d.-Resources: 	 Contractors 480,000 

e.-Office Space &
 
Facilities: Contractors
 

f.-Secretarial Services 	 Contractors 

7.-Canal Traffic Study 

a.-Period: 	 one month 

b.-Content: 	 Collecticl. of information, primarily from Canal 
Commission on cargo and destination passing 
through the Canal and derive industrial 
potentialI and transport facility. 

c.-P lace" 	 Panama 

(.-Resources: 	 Cont rac tors .30 ,000 
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e.-Office Space & 

Facilities: 	 Contractors
 

f.-Secretarial Services 	 Contractors 

8.-Advisory & Evaluation Committee
 

a.-Period: 	 One year: 5 p/ms effort during the year.
 

b.-Content: 	 A commission of 3 or 4 well-known people in the 

field of investment promotion (e.g. head of the 
IDA, head of the Florida Division of Economic 
Development) shall be invited to advise the Board 
and the Managing Director of IC11 on matters which 
may effect the operation and success of JCP and 
to conduct an annual evIluation of ICI1 p.ogress 
for submission to the Board of ICP. 

c.-Place: 	 Panama, U.S. and other places. 

d.-Resources: 3 or 4 advisor.; 350,000 
travel & per diem $10,000 

,60,00 

e.-Office Splace & 
Facilities: 	 ICP 

f.-Secretarial Assistance 	 ICP 

9.-Intersectoral Seminars 

a.-Period 	 1 year
 

b.-Content: 	 Discussion and dissemination of infomnation on 
policy matters in government agencies and private 
sector. Most of these seminars will be organized 
and co ucted by I NCAE. 

c.-Place: 	 Panamia 

d.-Resources 	 11lO0 ,00o 

C.-Office laci lities 	 ICP - INCAE 

f.-SecretarialI Services 	 COP -- lCAI'; 
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INVESTMENT PROMOTION - 1986 

1.-Seminars 

a.-Period: I to 2 weeks each. 

b.-Content: Development and dissemination of information to 
selected domestic and foreign target groups e.g. 
Joint venture arrangements and discussion of 
policy and administrative issues. 

c.-Place: Panama and target countries. 

d.-Resources: INCAE 460,000 

e.-Off ice Space & 
Facilities: ICP - INCAE 

f.-Secretarial Services ICP INCAE 
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SUMMARY AND CONCLUSIONS
 

1. Comparable experiences show that the hypotheti

cal model would have an average of 215 workers per firm
 

and a domestic value added per worker in the order of
 

US$7,500.
 

2. The minimuA employment level necessary to
 

abhieve a benefit/cost ratio of 1.0 will vary depending
 

on whether the firms' investment costs are included in
 

the total cost of the project. Thus, two cases are rtud

ied in the present analysis: 

CASE A: In Case A, only the ICP cost is included in the 

cost of the project. Consequently, the benefit/cost ratio 

of 1.0 is achieved by qeneratir j 760 jobs for 1986 and 

maintaininq that employment 1evel until 1992. This employ

ment level is attainable with a ninimum of 2 large firms 

or a maximum of 8 siual ones. 

CASE B: In Case li, the firms' capital investment is 

included, in addition to the ICP cost, in the cost of the 

project. The bnefit/cost ratio of 1.0 is; achieved by 

cJeneratinq 1,622 job,; for 1986 an ullitnl illi q tihIt cunpioy

mnent levci unt.1l 1992. Thi:; leve l of emnploym nt is iattain

able with a minimum of 5 ] arqe f i-i ; or a mx iimum of 1.6 

iaI 1 oile 
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3. Given the experiences observed in countries with
 

wage levels comparable to those of Panama or higher, the 

number of firms that have 
to be attracted seems easily
 

attainable for the ICP. 

4. The benefit/cost ratio of the project given the
 

ICP employment qeneration goals would range from 1.61, 
if
 

the costs include both ICP expenditures and capital invest

ment by the firms attracted (Case 1) , to 11.1 if only ICP 

expenditures are considered as costs (Case A). 

5. The number of firms that would have to be attracted 

to reach ICP employment goal-s could range from 25 large
 

firms to a maximum of 85 small firms at the end oT the
 

fourth year. h'lis. also 
 seems LO )e aItiai.-Ittainabie (Joal,
 

though it would requiiro very ser-oug efforts.
 

6. Tix reven e; oVer i t(,n year tcriod projection 

would ing( from US$27.4 million witL tle employment gen

eration required frein it e fit/cos;t ratio of 1.0 to a 

maximum of [1.;$142.9 million if the ICP eumploymient gen

eration goai.; tr(, attained. 

'1. it J.-- not rnv i si oned that the achiev-mont of the 

ernplo1Oy !i t (JeI(' I-, ion (O(II]:; of 1Ct would creilte any p)roblem 

withl respect. to (1)t~tillitil an11 . (IdeluaItf. ;11.p iy rf 1,1j ,)were 

to fill the job j ositijo :; tliat w)ll,(1 ,wi' ,Vi]lab] e. 

B . 'l e]i o, )<,u of ) (-IIIJ) 1 y( ¢ i. (, (' t f,(I t_(t I+-,4,1 n)i 

between 1986 arid 1992 ., a level in the, mude.r ()f 100,000 

J)er!'s1o11i;, even .sii i li l Iih r te, (4r ('(I()!|'i441 (J wtJ hofrid 
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other favorable factors. Accordingly, it is not forseen
 

that success of the ICP project would generate any undue
 

pressures on wage levels.
 

9. The growth on the number of students in the
 

educational system of Panama over the past decade and
 

their rate of participation in their age groups, strongly
 

suggest that the vast majority of the potential labor
 

supply that would be available to fill job positions with
 

firms attracted by JCP will have both working literacy 

and a leve] of aeneral education that makes them easily 

trainable for semi-skilled jobs. 

INDESA
 



A. BENEFIT/COST ANALYSIS
 

1. 	 HYPOTHETICAL MODEL
 

The hypothetical model has been constructed by taking
 

into 	consideration the characteristics observed in the
 

exporting industry of countries that have developed promo

tion 	strategies similar to the ones which Panama is trying
 

to develop now, and having at 
the same time wages that are
 

comparable or higher than those prevailing in Panama.
 

These countries 
are Ireland, Mexico, Hong Kong, Singapore
 

and Barbados.
 

Tables No.1 and 
2 shows the composition of exports
 

of light mnanufactures by the above mentioned 
 countries.
 

Said composition serves an
as yndicator of the type of 

manufacturing activities which becould generated in Panama 

by the project under evaluation.
 

Table No.1 shows the total value and percentage
 

distribution, by manufacturing sector, of those countries'
 

exports (in U.S. Dutiable Value) 
to the United States. The
 

amount of U.S. imports in each sector indicates the order
 

of magni tude and importance of each potential market in 

which Panama could co! pete. As a consequence, Table No. 1
 

shows im 1).icit1y a prIoffife of i nduW;t:vi al structure that 

could ])!e. xJi),cCt[( to dev ]oi. 

T:Ab1i, No. 2 I)('!;(,t:; a vi'e 1i ad](]d per worker, and 

the ave-rapA s,;ize of hw;i neis f ms JAi each manfacturing 

INDESA 
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sector. The information refers to Mexico's maquila indus

try in 1981, and it is used as an example of the relative
 

size of the business firms that could be attracted to
 

Panama in terms of number of workers per firm. This
 

information is also useful to estimate the amount and
 

composition of the domestic value added that could be
 

generated by the firms to be established in the country.
 

The weighted averages are used further on in the report for
 

the different projections developed. 

The minimum wage levels prevailing in Panama for the
 

type of activities that could be promoted by the Investment
 

Council of Panama (ICP) are presently B/.0.83, B/.0.88 and 

per hour. These wages are combined with employment 

benefit payments required from the employer by the existing 

legislation, and the number of hours that have to be paid 

to 
the worker per year, to compute the annual cost to the
 

firm per worker employed which is shown in Table No.3. 

The factors resulting from the B/.0.88/hour nominal base
 

are used for the calculations and analyses of this report.
 

INDESA
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TABLE NO. 1 

COMPOSITION OF U.S. IMPORTS OF "MAQUILA" 
/GOODS
 

FROM SELECTED COUNTRIES 2/IIN 1978
 

U.S. 	DUTIABLE VALJE 3/ 
MANUFACTURING 	SECTOR
 

$ Millions %
 

Electrical and Electronic 
 :737.4 64.2
 

Apparel 
 57.7 5.0
 

Machinery and Transport Equipment 174.4 15.2
 

Toys and Sporting Goods 15.7 1.4
 

Footwear and leather goods 23.2 2.0 

Other manufacturing 139.6 12.2 

1,148.0 100.0
 

NOTES:
 

1/ 	 Refers to articles and products classified under articles 
806 and 807 of the Tariff Schedule of the U.S.A (TSUSA). 

2/ 	 Includes the following countries which had in 1978 labor 
costs equal or hiqher than those of Panama: Ire land, 
Mexico, Hong Kong, Singapore and Barbados 

3/ 	 Dutiable value is the value addc d out; ide 1ho U. S. 
including fre ight charges and in;urance. 

SOURCE: 	 U.S. Import Stati;tics as Icr.;!;(M iil the Pr()Y(cto 
para la Urbani za(ui61n del Area idutrial de ]a Zona 
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DISTRIBUTION OF FIRMS, EMPLOYMENT, VALUE ADDED, VALUE ADDED PER 

WORKER, AND WORKERS PER PLANT, BY MANUFACTURING SECTOR
 

IN MEXICO'S MAQUILA INDUSTRY IN 1981
 

No. of TOY VALUE VALUE ADDED TURKES-
MANUFACTURING SECTOR FIRMS EMPLOYEES ADDED PER WDR1ZER PER PT-ANI' 

(US Million) (US$000) (NuInber) 

Electrical and Electronic 230 77,100 543 7.0 
 335
 

Apparel 
 117 16,700 100 6.0 
 143
 

Wichinery and Transport
 
Equipmwnt 44 11,500 127 11.0 262
 

Toys and Sportimj Cxds 23 2,300 17 7.4 100 

Footweiuw and leather goocls 19 1,900 16 8.4 100 

Otlher vinufacturifj 172 20,400 174 8.5 119 

T 0 T A L 605 129,900 977 7.5 215 

SOURCE: The Flagstaff Institute, Flagstaff, Arizona. 
Telex to INDESA, June 6, 1983. 
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TABLE No. 3
 

AINUAL COST TO THE FIP14 PER WORKER 

MINIMUM WAGE PER HOUR
 

B/0.83 B/0.88 B/0.91 

Nominal Yearly Salary (Rate X 8 X 5.5 X 52) 1,899.04 2,013.44 2,082.08 

Employment Benefits 22.83% 433.55 459.67 475.34 

Social Security 10.75% 

Education Insurance = 1.25% 

Workmen's Compensation = 2.50% 

XIII Month 8.33% 

Total Cost Per Worker (Year) 	 2,332.59 2,473.11 2,557.42 

jnual Cost to the firm per Worker (Year) _/ 

1983 = 2,332.59 2,473.11 2,557.42 

1984 = 2,425.89 2,572.03 2,659.72 

1985 = 2,522.93 2,674.92 2,766.11 

1986 2,623.85 2,781.91 2,876.75 

I/ 	 The last revisi on of minimum wages has resulted in increases of 4.3%, 
4.9%, and 5.2% yearly for the different wacge classifications. 
Revi s ioen: for the future are projected at a rate of increase of 4'%') 
yearly. 

INDESA 
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2, REQUIRED BENEFITS FOR A BENEFIT/COST RATIO OF 1.0 

The annual benefits required to obtain a benefit/cost 

ratio of 1.0 depend on the following: a) the evaluation 

period; b) the opportunity cost of capital; and c) the 

elements included as costs of the project.
 

For the analysis of the benefits required to obtain
 

a benefit/cost ratio of 1.0 the following two cases were
 

considered:
 

CASE A: The cost of the project including only the costs 

to .e incurred into by the Investment Council of Panama 

(ICP) over the next four year period, and the benefits for
 

the next ten years.
 

CASE B: The cost of the project including not only the 

ICP expenditures but the capital invested by the firms 

that are established in Panama as a result of the efforts 

of ICP. 

In the two cases the benefits are evaluated over a 

ten year period.
 

For both cases the projected ICP expenclitures were 

provided to the consultants by the client. The opportu

nity cost of capital was esLlfishod at 12% given Lh( 

present average cos;t )f cr(edit (o)t,-fia(ed by the G,' '2rn

ment: ofI PaniaIna in :it: int: erlnia Lon,il rv w.ior;:; an1d the 

J)revii.i >Jpit.llo : on tih( I u iirye C) (o ita I lolr rhe !t;. 

Theg;e crit-oria on the o lp-ot-1bn i ty c:;ot: of clp-i l.1, to be 

INDESA 
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used were consulted with the aprropiate officials from 

the Ministry of Planning and Economic Policy, confirm
ing that the Ministry has been using the same rate of 

discount for its evaluations. Figures on c:pital invest

ment by firms to be established in Panama were provided 

to the consultants by AID officials, who set them at a
 

level of US$8,000 (at current prices) per employment 

generated. 

CASE A: Table No. 4 which follows contains the present 

value of IC13 costs totali ng U1').4 mi1. ion Given tho 

level of project cost., a noil inal annual average benefit 

of US$1,664,005 would be reqi red .!r) o de(, t () obtain a 

benefit/cost riltio of 1.0. Th, n)uiii,,r of wor]ers nreces

sary to achi eve this level of direct henefits ;-ire then 

estimated by apply~inc to this figure the ainnual. cost to 

the firm per worker (See Tail]e No.3), whdich, at t:he current 

rate would result in an average, annual erl)lo)ym1,nt of 

673 workers. Since the res;ults of the project are(, xpected 

to be produced grodully ovr Lh: jnext ffe w year:'. start17Ling 

from a relatively low levl of (,mr loynient (126 in 1(;113) 

and . ncrasin;fn(j onwrds, a pattell of (Jr(V..'th deeire.d reasn

able for tlis; ci!se by the, con;i;uItajt.:; wij!; adopted ir order 

to alrrive at- tllie It ject_('d ('1111 oyin : (eli that is NtDESA 

s;howlln 1) 'f(. . 

1/ tJ!;. Iit l1iinilnurri Wil(It per hour (of .08. 

INDESA 
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TABLE No. 4
 

PRESENT VALUE OF PROJECT COSTS
 

(thousands of Balboas)
 

A I/CASE 

YEAR CURRENT PRESENT VALUE 

1983 700 700.0
 

1984 4,000 3,571.4
 

1985 3,400 2,710.5 

1986 3,400 2,420.1
 

TOTAL 11,500 9,402.0
 

I/ 	 Project's cost includes only ICP
 
expenditures.
 

2/ 	 Discounted by an opportunity cost
 
of capital of 12%. 
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TABLE No. 5
 

ESTIMATE OF DIRECT BENEFITS REQUIRED FOR A 

BENEFIT/COST RATIO OF 1.0
 

CASE A -/
 

EMPLOYMENT GENERATION DIRECT BENEFITS
 
YEAR -_____ 

ANNUAL ACCUMUTATED NOMINAL - PRESENT(Ws$oo ) VALUE 

(No of workers) (usIr0 00) 

1983 .26 126 311.6 278.2
 

1984 164 
 290 745.9 594.6
 

1985 191 481 
 1,286.6 915.8
 

3986 279 
 760 2,114.3 1,343.7
 

1987 -  760 2,198.8 1,247.7 

1988 - - 760 2,286.8 1,158.5
 

1989 -  760 2,378.2 1,075.8
 

1990 -  760 2,473.4 998.9
 

1991 
 - - 760 2,5-12.3 927.6
 

1992 -  760 2,675.2 861. 3 

PRESENT VALUE OF DIRECT BENEFIT.(, US$9,402.1 

BENIFITS 9,402.1 

COS;S 9,4.02. 3 

.1/ The co,;t of t he lF () .i&.e i nc: Ilvl.:; onIy I CP c'extwe)d titu rcs 

2/ l t iI w J,1,1i0l (ilI( II ill l, ie !/.0. ?8 (.Se ' 1!,] ' No.3) 
3/ D~i:n'eoi .t at iwt, (oIport;.i y c'nt of vi I al)(-d ;I 1 

" 
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CASE 13: The benefits and the cost of the proj eLt, inl ud

ing as part of the total c(t of tlhe project the clipita] 

invesLnint to be undertaken by the Firms, are "h )wn in a 

ten year p)rojection on Tables No.6 aind No.7. In this 

case, the net presont value of total investment aimounts
 

to 
US$20.0 million , and tle benefit/cost i'itio of 1.0 

to match t-his cost would he obtainod with a lcvel of
 

eml] oyrnent thatl would gjrow., 
 from 250 wxi-kers :in 1983 to 

1,622 wotkers by .1086, rema iniiI ltcreeafter at that level 

upti] 192 as a .,uit of the ICP effortx;.
 

The following table sumarizes 
 the ressults for Cases 

A and B. 

CASE A CASE 1l 

I(:P COST ]CP COST AND 

ONLY FIRMS 'i INVES,'mINT 

Present Value of Project's 
 9,402.1 20,029.0
 
Cost. (000 Balboas)
 

Benefit/Cost Ratio 
 1.00 
 1.00
 

Employment Generation
 
(Accuinula t:d)
 
(Number of Workers) YEAR
 

1983 126 
 250
 
1984 290 
 600
 
1985 481 1,050
 
1986 760 
 1,622
 
1987 760 
 1,622
 
1988 760 
 1,622
 
1989 760 
 1,622
 
1990 760 1,622
 
1991 760 
 1,622
 
1992 760 
 1,622
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TABLE No. 6 

PRESENT VALUE OF PROJECT COSTS INCLUDING INVESTMENT 

BY THE FIRMS AS PART OF THE COST 

(000 I3a1boa;) 

I NVfTS'1IIE NT TOTAL NO)M I NA, TOTAL PRESEINT 
YEAR iCP COSTS 2/ V
 

BY FII 2 COST VAUE3/
 

19811 700 2,000 2,700 2,'700.0 

.1984 4,000 2,800 6, f00 6,071.4 

1985 3,400 3,600 7,000 5,580.4
 

1986 3,400 4,576 7,976 5,677.2 

T 0 T A L 24,476 20,029.0 

1/ (.h(' ti' inclI IC' cx'(ridi turcs.'.;t(:f cqje'ct d("; and 
c.11)(. ,it I IV,.; t III lit by t: e ' i Ill; 

2/ (.i j . 1 I Ilive - Alel'it i!. it/. 1, 0()) (ait (w' vit. pliCe .;) 

.1,, it c ( t i y cw(L of cailp i ]).1,' till 
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TABLE No. 7
 

ESTI4ATE OF DIRECT BENEFITS REQUIRED FOR A BENEFIT/COST
 

RATIO OF 1.0
 

CASE B 1/
 

EMPLOYMENT GENERATION D I R E C T B E N E F I T S 
YEAR 2 

ANNUAL ACCUMULATED NOMINAL 21 PRESENT VALUE 3/ 

(No. of Workers) (000 Ba]bo-oas) (000 Balboas) 

1983 250 250 618.3 552.0 

1,)8-1 350 600 1,543.2 1,230.2 

1985 450 1,050 2,808.7 1,999.2 

1986 572 1,622 4,512.3 1,867.6 

1987 - - 1,622 4,692.8 2,662.8 

1988 - - 1,622 4,880.5 2,472.6 

1989 - - 1,622 5,075.7 2,295.9 

1990 - - 1,622 5,278.7 2,131.9 

1991 - - 1,622 5,489.8 1,979.7 

1992 - - 1,622 5,709.5 1,838.3 

TOTAL NET PRESENT VALUE B/.20,030.2
 

-1/ rI'hc ( ,o of the Ipr', vC1 ritl ltut ec't i fir.ncr1ude; xe cs 
and- the Capital inve,:;tmont. 1)y th, f.irns. 

2/ IJ.';i nq a mi nimium %?itc~ 1wr h)r nf ]I/.0. H8 (St;€ Tab] (, No.3). 

3/ Dli ;c unt ,d lat:. a .127 rate. (,ipl(,rtunity ('cw;[ of eapita]) 
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3. 	 ESTIMATES OF THE REQUIRED NUMPER OF FIRMS, GIVEN THE
 

MINIMUM EMPLOYMENT REQUIRENFENTS
 

The required number of firms for a ten-year period
 

is estimated here for a minimum exployment generation
 

requirement in order to obtain a benefit/cost ratio of
 

1.0 in cases A and B. The required number of firms would 

vary from a minimum to a maximum depending on the average 

employment generated by the averaqe firm. This variation 

would be a function of the composition of manufacturing 

sectors covered by the firms as can be ascertained by 

reviewing Table No.2 of t-his report. Given the background 

information contained in the hypotheticl] model, it has 

been assumed that the average .ijze of firms would be 215 

workers, while large firms wou d i average 335 workers and 

smal]. firms 1.00 workers. 

By applying the above criteria, the cumulative number 

of firms that would be necessary to have attracted to 

Panama each year to achieve the mininum eipiovment require

ments for cases A and B, would be as fol]lows: 

CASE A 1/ 

YEAR MINIIUM 2/ AVERALGE V MAXPIUM 2 

1983 1 1 1 
1984 1 1 3 
1985 1 2 5 
1986 2 4 8 

1/ 	 ''he (,t;t (.,f t.h, r inc 1 iv :eon]y IC' ure .~Jc't. expendi it 

2/ Cuwnimiat ye " f.i rcqu ire(i\, imuii of 'ms 
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CASE B 1/ 

YEAR INIMUM 2/ AVERAGE 2/ MAXIMUM 2/ 

1983 
1984 
1985 
1986 

1 
2 
3 
5 

1 
3 
5 
8 

3 
6 

11 
16 

1/ 	 Tihe cost of the proj(ct include.,; ICP expenditures and 
the capital] JnVw-tme]nt by the firms. 

2/ 	 Cumulative number of firms required. 
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4. 	 CALCULATION OF THE BENEFIT/COST RATIO GIVEN THE ICP 

EMPLOYMENT GENERATION GOA,S 

In order to evaluate the benefit/cost ratio accord

ing to the ICP's employment generation goals, both cases
 

were taken into consideration. Case A, as mentioned
 

before, includes only the cost of the ICP, whereas Case B
 

includes the ICP cost and the capital investment made by 

the 	firms that would be established.
 

The criteria used here are the same ones that were 

used before: a 12%,discount rate per year; a benefit 

evaluation period of ten years; and an investment cost
 

of B/.8,000 (Current Prices) per generated job, together
 

with the direct benefits that are equivalent to the cost 

per worker based on a minimum salary of 13/.0.88 per hour 

and shown o:n Table No.3. 

CASE A: Under Case A, the benefits reach 13/.104.0 million 

(Table No.8) over a ten-year period, while the costs of 

the project, including only the ICP costs, reach 13/.9.4 

million (Table No.4). Consequently, the benefit/cost 

ratio, under Case A, would be 11.11 (See Table No. 9). 

CASE B: Under Case B, the benefits are equal to the 

benefits in Case A, but the costs increase to B/.64.9 

million (Table No. 10) . Therefore, the benefit/cost :atio 

becomes 1.61 (See Table No. 9) 
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The cumulative number of firms that would be necessary
 

to have attracted each year over the following years in
 

order to generate this level of employment has been esti

mated with the same approach and factors as explained in
 

Section 3 above, and the results for both Case A and Case B
 

are as follows:
 

YEAR MINIMUM AVERAGE MAXIMUM !_, M/ 


1983 4 6 12
 

1984 9 14 30
 

1985 16 26 55
 

1986 25 40 85
 

The number of firms reached by 1986 would have to be
 

maintained until 1992.
 

I/ Cumulative number of firms required.
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TABLE No. 8
 

CALCULATION OF DIRECT BENEFITS GIVEN mHE ICP EMPLOYMENT
 

GENERATION GOALS 

CASE A 1/ B 2/ 

EMPLOYMENT GENERATION D I R E C T B E N E F I T S 
YEAR
 

ANNUAL ACCUMULATED NOMINAL 3/ PRESENT VALUE 
(No.of workers) (000 Balboas) (000 Balboas) 

1983 1,200 1,200 2,967.7 2,649.7 

1984 1,800 3,000 7,716.1 6,151.3 

1985 2,500 5,500 14,712.1 10,471.8 

1986 3,000 8,500 23,646.2 15,027.6 

1987 8,500 24,592.0 13,954.2 

1988 8,500 25,575.7 12,957.5 

1989 8,500 26,598.8 12,031.9 

1990 8,500 27,662.7 11,172.5 

1991 8,500 28,769.2 10,374.5 

1992 8,500 29,920.0 9,633.4 

TOTAL NET PRESENT VALUE B/.104,424.4 5/ 

I/ Cost of the project incl]~dp only the iCP expenditures. 

2/ The cost of the project includes ICP expenditures and 
the capital investment by the firms. 

3/ Usincj a Minimum waqe rjte of 1/. 0. 88 per hour. 
4/ Discounted at a 12% rate (upportunity cost of capital) 

5/ See Table No. 9 for the calculation of the benefit/cost ratio. 
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TABLE No. 9
 

CALCULATION OF THE BENEFIT/COST RATIO GIVEN THE
 

ICP EMPLOYMENT G ENERATION GOALS 

CASES A !/ AND B 2/
 

CASE A
 

BENEFIT 3/ B/104,424,400 11.11
 

COSTS 4/ B/ 9,402,000
 

CASE B
 

BENEFITS .3/ B/104,424,400 1.61
 

COSTS Y B/ 64,885,700
 

1/ 

2/ 

In CASE A the cost of the project includes only the 
costs to be incurred into by the Investment Council 
of Panama over the first four years of the project. 

In CASE B the cost of the project includes that of 
CASE A plus the capital invested by the firms that 
are established in Panama as a result of the efforts 
by the ICP, also over the first four years of the 
project. 

3/ See Table No. 8. 

4/ 
5/ 

See 
See 

Table 
Table 

No. 
No. 

4. 
10. 
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TABLE No. 10
 

COSTS OF THE PROJECT INCLUDING CAPITAL INVESTMENT
 

BY FIRMS
 

(000 Balboas)
 

CASE B 1/
 

INVESTMENT TOTAL PRESENT3 /
YEAR ICP COSTS BY FIRMS - NO:INAL VALUE -

COST 

1983 700 9,600 10,300 10,300.0
 

1984 4,000 14,400 18,400 16,428.6
 

1985 3,400 20,000 23,400 18,654.3
 

1986 3,400 24,000 27,400 19,502. 8
 

68,000 79,500 64,885.7 4/
TOTAL 11,500 


1/ The cost of the project includes ICP expenditures
 
and the capital investment by the firms. 

2/ Tile capital investment by the firrs is B/8,000 
(at current prices) per worker.
 

3/ Discounted at a 12% rate (opportunity cost of capital).
 

4/ See Table No. 9 for the calculation of the benefit/cost
 
ratio.
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B. EVALUATION MODEL
 

The analysis defining the basic requirements that
 

are essential for the achievement of a benefit/cost
 

ratio of 1.0, defines in fact the minimum requirements
 

necessary for employment generation and the number of
 

business firms that are required each year. Those
 

requirements establish the basic goals that need to be
 

fulfilled in order to justify the cost of the project.
 

Accordirgly, the permanent evaluation of the project has
 

to be done by comparing the actual results achieved and
 

the basic goals-that need to be fulfilled.
 

By converting these annual goals into quarterly
 

goals and assuming an upward trend, the following results
 

are obtained for Cases A and B: (next page).
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C A S E A C A S E B 

YEAR QUARTER NEW JOBS JOBS AT THE NEW JOBS JOBS AT THE 

PER QUARTER END OF THE PER QUARTER END OF THE 
QUARTER QUARTER 

I 30 30 40 40 

Ii 31 61 65 105 

III 32 93 70 175 

IV 33 126 75 250 

2 I 37 163 80 330 

II 40 203 85 415 

III 43 246 90 505 

IV 44 290 95 600 

3 I 45 335 100 700 

II 47 382 110 810 

III 49 431 115 925 

IV 50 481 125 1,050 

4 I 66 547 130 1,180 

II 68 615 135 1,315 

1I1 71 686 145 1,460 

IV 74 760 162 1,622 

The evaluation would be achieved just by comparing 

results achieved and the corresponding q ,ar torly requ-il-eorwnt. 
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EXHIBIT 2: ICP BUDGET FOR 1983 - 1986
 

Budgetary Analysis 

The following three tables present ICP's projected expenditures during the 

life of the project. Table I follows the Governments classification of 

Table 2 shows the allocation of funds on an organizationalexpenditures. 

basis and The division of AID assistance into loan and grant. Table 3
 

reflects thp cost according to the major activities of each unit in ICP. The
 

reader is referred to Annex B "ICP Program". Exhibit 2, 3 and 4 and
 

Attachments 1, 2, 3 and 4 for the details of the technical assistance and 

training programs and their costs and the assumptions made for the projection
 

of the ICP expenditures. 

It will be observed that it is anticipated that the expenditures of ICP will 

rise significantly in the second year of its operation: i.e. from about $1.8* 

million in 1983 to 4.0 million in 1984. Thereater in the third and fourth 

years of the project there will be substantial reduction in AID finance and a 

normal increase in ICP budget. 

The reasons for the inordinately high level of expenditures in the second year 

is explained by the fact that the bulk of policy and market studies as well as 

the promotion campaigns and training are scheduled to be carried out in 1984. 
will also beFurthermore, it is assumed that the data processing facilities 

installed in this year. While some of the studies will have to be carried out 

on a repetitive basis, or the updating of a previOU'S study may be required, 
the f inancia 1 demand will dec I ine. Ost ensib ly , the cost of p romot ion 

campaigns initially to be contracted out to experienced qualified firms is 

expected to decline as IC staff receive on-the-job training and the cost of 

training per se will. decline as irr-house training will replace training by 

outside advisors and outside Panama. Finally, the capital costs also have 

already taken place in 1984. 

In the total projected expenditures of 2. 1 million (GOP J;8.1m, All) j4.0m) 

five items account for about $10m. on 83% of all expenditures. These are (a) 

salary 3.53m (29%); (b) Studies S.58m (13%); (c) direct promotion 3.4m 

(28%); (d) training $1.1 million (9%) and (c) data processing 30.42m (3%). Of 

the Governments share of J,8.1m. two items, namely salary and direct publicity 

account for 78% of all expenditures; 413.53 and 42.77 respectively. Of the AID 

share of ;4.0m., the largest part will be spent on studies 1.58m (39%). Next 

in cost is training in tle amount of $.l.m (28%) followed by promotion 0.64m 

(16%) and purchase of a computer t0.42m (11%). 

*Inclusive cf 4287,000 from USAID loan. ICP expenditures from GOP funds are 

not expected to exceed 1.5 million. 
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Of the total expenditure a very small amount (.4517,000, 4%) is related to 
capital expenditure. One item, the procurement and installation of a 
computer, represents most of the capital cost (3420,000). The rest, $97,000, 
is for the purchase of two vehicles and some office equipment and furniture 
required for the new staff. 

Assuming that ICP will not suffer from a large turn over of its trained staff, 
and assuming further that ICP will become less dependant in its promotion work 
on outside assistance, it is reasonable to conclude that at 
the end of the
 
project period the increase of ICP's annual expenditures will follow the 
normal course of increase of recurring expenditures of any government agency, 
unless the success of its operations dictate a substantial increase in staff 
and establishment of permanent presence in various parts of the world through 
resident officers 
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tL..t 1!. L1) ') -1 , 44'. 441 315 385 1425 1425 

.Ikoct Contrtst 
495 

60 

495 

60 
60 

60 

60 
60 

60 

60 

60 

60 
615 

180 

615 

180: 
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 INW-fir T COUNCIL OF PANKVI? 
 Table 2
 
PM ECJ'ICUS OF EX1TJZI'IUMS BY YEAR
 

( US $ 000) 
 Page 2
 

FISCAL YEAR 83 FlhkCAL YEAR 84 FISCAL YEAR 85 
 FIS.CAL YEAR 86 ALL YEARS TOAL 

X1 DL I Gal DL DG GOP DL DX GP DL DG GCP DL DG
 

3. Eqmia't & M.terials -- --.. ..-.. '" ..  '
 

4. Travel & Per Dim 
 37 (53) -- 37 (53) -- 37 (8) l-- -11 (114) 

5. Salary 
 25U -- 297 -- . 41 -- 896 -

6. Ct-c:r Current Expenditures 1011 .. .. 1174 
 -- 1302 .. .. 3491 .. .. 

E. _7___IATN
 

I. Tclnical Services 35 35 25 
 95
 

2. Traininq I
 

3. E'iu:,nnt &Materials 0% 
4. 7ra.vl & Per Diem (10) (10) (10) (30) i
 

5. Salary
 

F. Pro]tct Off: r I 35 35 35 
 105 
, 9 0 0  28 -- 2082 1871 70 2457 900 70 2671 715 60 8110 7 

1 )Part of Travel and Per Diem is reflected in Technical Services & Training.
the 2nti. half of 1983 whicn correE~Od-For with the initiation of the project it is aesumed that total expenditure by G.P will be 

!1W0,C¢0.
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INVES7IWr' LXhC.IL OF PANAM" 
IKMEMMS(OV.EXP'EWITIJt£s BY YEAR 

US $ i000 ) 

Table 3 

Page 1 

1983 1984 1985 1986 ALL YEARS 

GP AID A ID7VAL L GlI AID (X' ADTALAID TOAL GCP AID IAL 

A. 1 ZUH._:z~!I1VV:'____,,.'.:_ 

1. Polic, Studies 

2. MtketLrg Stuaies 

3. Traininq 

--

--

--

1O 

85 

100 

10 

85 

100 

--

--

--

2U 

251 

146 

265 

251 

146 

--

--

--

250 

251 

136 

250 

251 

136 

--

--

--

250 

195 

125 

250 

195 

125 

--

--

795 

782 

507 

7951 

782 

507 

B. 'RIN 

1. Prtmxotion Car[:aign 

2. Invstors Foumz 

3. M.tiketing T.A. 

4. Training 

300 

--

--

92 

300 

92 

400 

--

--

--

--

60 

435 

160 

400 

60 

435 

160 

600 

--

--

60 

143 

600 

60 

143 

700 

--

--

60 

70 

700 

60 

70 

2000 

--

--

180 

435 

465 

2000 

180 

435 

465 

1. 1rwtitutlonl T.A. 

2. qt-l l~ 

3. V ' 

28 

27 

20 

27 

-

--

28 

27 

28 

27 

I. irn ! rut lotto [r.A. 

Trainin,; 

3. Eq-:.pimnt M4aterials 

--

120 

59 

420 

59 

540 

--

55 

59 1 

--

59 

55 

--

60 --

16 16 

60 

--

235 

134 

420 

134 

655 

o 
-
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0 
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0
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ASSUMPTIONS FOR THE PREPARATION OF ICP BUDGET 

GOP Classification 
001-020

030-050 Salary: Because all the 55 staff mebers will not have been hired by 
the end of 1985 the 1984 budgeted salary figure will have sufficient 
margin for salary increases. An overall salary increase of 15% has
 
been allowed for in the subsequent years.
 

100. 	 Rent: It is assumed that ICP will ha;e to pay rent. Office space
 
required 800 square meters at $12 per sq.m. per month.
 

140 	 Per diem: At the rate of $150 for Managing Director, Deputy Managit,,
 
Director and Board members. At the rate of $100 for staff members
 
when from AID funds. 

150 	 Travel: Aircraft charter of a twin engine plane 25 times per year at a
 
cost of $1000 each time (flying hour S350 per hour. On land $50 per
 
hour). 

U.S. 	24 missions per year by two representatives
 
and occasionally one case offices.
 

Total 30 man missions at $1,000 each 	 $30,000
 

Europe: 8 missions per year by one
 
representative and occasionally one zase
 
offices.
 

Total 11 man missions at $2,000 each = $22,000 

Far East. 4 Missions per year by one
 
representative and occasionally one case
 

officer. 

Total 6 	 man missions at $2,000 each= $12,000 

Latin America: 10 missions per year (3 to tatin America and 7 to 
Central America) by one representative and ocassionally one case 
officer. Total 14 man missions. 

5 to L.A. x $750 = $3,750.00 
9 to C.A. x $250 = $2,250.00 

$5,900.00
 

U
 

http:5,900.00
http:2,250.00
http:3,750.00


- 10 - Annex II.C 
Exhibit 2 
Page 10 of 17
 

MD & Board. One trip a month.
 

Total 12 trips x $2,000 $24,000
 

Per diem costs related to above missions
 

LT.S. 
3 0p. x 7 d. x $150 $31,500
 

Europe 11 p. x 10 d x $S150 = $16,500
 

Far East 6 p x 20 d x $150 = $18,000
 

L.A. & C.A. 14 p x 5 d ;: $115= $ 8,050
 

M.D. & Board 12 p x 7 d x *150 = $12,600
 

180 M'aintenance & Repair: 
 *20,000 per year for the computer.
 

200 Entertainment/Representation:
 

Domestic
 

6 trips per week x 50 weeks per year = 300 trips
 

300 trips x t125 for meals *37,500 

One dinner for each group of investors.
 

5 groups per week x 50 weeks x *100 $25,000
 

Group Entertainment: One a month for 20 investors
 
at *30 per person + ICP staff $10,000 

Foreign
 

U.S. 24 missions x $300 
 *$ 7,200
 
Europe 8 " x *300  2,400
 
Far East 4 
 " x $900 - , 3,600 
L.A. & C.A.10 " x $300 - $ 3,000 

Reception at Panama City Airport: Of. 250 Investor 
groups 20% will receive VIP treatment at $75.00 each= $ 3,750 

The residual 807 will receive special handling at 25 each $5,000 
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Recapitulation
 

1984 1985 
 1986
 

Domestic 37,500 37,500 37,500

" 
 25,000 25,000 25,000

" 
 10,000 10,000 
 10,000

" 
 3,750 
 3,750 
 3,750
" 
 5,000 5,000 5,000


Foreign 
 7,200 7,200 
 7,200
 
3,000 3,000 
 3,000
 

2,400
 
3,600
 

91,450 97,450 91,450
 

310 Vehicles 
 One Van t15,000
 
One large car t12,000
 

340 Office Equipment: 10 typewriters X $1,300
 

350 Office Furniture: 

30 desks x $500 
60 chairs x 250 
30 filing cabinets x *200 
30 credenzas x 150 
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030, 050 in the 

E.P.
 
E.P.
 
P.
 
P.
 

S.
 

E.P.
 
P. 
S.S. 
S.
 
S.S. 
S.S.
 
S.S. 
S.S. 
S.S. 

E.P.
 
P. 
P.
 
P. 

S.S. 
P. 
S. 

- 12 -


INVESTMENT COUNCTL OF PANAMA
 

Salary Budget for 1984
 

These estimates include payments for items 001, 020, 

government's classification of expenditures.
 

I. Office of Managing Director 

I Managing Director 
I Deputy Managing Director 
1 Legal Council 
1 Public Relations Advisor 

3 Secretaries 

II. Administration
 

1 Director 

1 Accountant 
1 Clerk 
1 Secretary 
1 Receptionist 
2 Reproduction Room 
1 Messenger 
1 Tea Boy 
2 Drivers 

11 

III. Research & Deveiopment 

1 Director 
1 Industrial Engineer 
2 MBA/Financial Analyst 
I Programmer/Analyst 
2 Entry Clerks 
1 Research Assistant 
2 Secretaries 

10 

$ 48,000 
48,000 

$ 31,200 
13,200 

$ 45,000 

$185,400
 

$24,000 

7,200 

$ 7,200 
9,000 

$ 3,600 
3,600 

$ 3,900 
5,400 
9,120 

$73,020
 

$ 	48,000 
24,000 

$ 	36,000 
18,000 

$ 	12,000 
12,000 

$ 	 24,000 

$174,000 
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IV. Marketing (Promotion) 

1 
5 

10 
6 

Director 
Representatives 
Case Officers 
Secretaries 

36,000 
$144,000 
$180,000 
t 65,000 

E.P. 
P. 
P. 
S. 

22 $425,000 

V. Investor Services 

1 
3 

1 

Director 
Coordinators 

Secretary 

$ 24,000 
36,000 

$ 12,000 

E.P. 
P. 

S. 

5 72,000 

Total:55 $930,000 

E= 

P= 
A = 

SS= 

S= 

Executive iManagement 
Professional 
Administrative 
Support Staff 
Secretary 
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INVESTMENT COUNCIL OF PANAMA 
TRAVEL EXPENDITURES ( 1,000) 

Research & Development 1983 1984 1985 1986 Total 

1. Market Identification (AID) 
2. Economic Development Courses 

(AID) 

1.0 1.0 
2.5 

1.0 
2.5 2.5 

3.0 
7.5 

Marketing (Promotion) 

1. Promotion 
" 
" 
" 

Technique Training(AID) 
(AID) 
(AID) 
(AID) 

2.8 
5.6 
5.0 
1.0 

5.0 

5.0 

3.4 

5.0 

3.4 

5.0 

14.6 
5.6 

20.0 
1.0 

2. Training Asian Staff (AID) 12.0 16.0 28.0 

3. Training European Staff (AID) 9.6 9.6 19.2 

4. Aircraft Charters (ICP)* 25.0 25.0 25.0 75.0 

5. U.S. Market Promotion (ICP) 30.0 30.0 30.0 90.0 

6. European " " (ICP) 22.0 22.0 

7. Far East " (ICP) 12.0 12.0 

8. Latin American " (ICP) 9.8 9.8 9.8 29.4 

Management 
1. M.D. and D.M.D. (Course) (AID) 4.0 4.0 4.0 12.0 

2. M.D. and 3 Boards 
to Far East (AID) 

members 
16.0 16.0 32.0 

3. M.D. and 3 Board 
Europe (AID) 

Members to 
9.6 9.6 19.2 

4. M.D. 
12 

or a 
trips 

Board members 
in a year (ICP) 24.0 24.0 24.0 72.0 

Evaluation (AID) 2.0 2.0 2.0 6.0 

Total 15.4 155.5 191.9 105.7 468.51/ 

*25 

for 

Charters per 
each hour on 

year. 

11nd. 

Twin engine plane. !,350 for each flying hour. ,450 

"-

Does not include t-ravvl 
Eu rop (,an Camp ai g ns. 

cost vinder technicai assist- :o for Asian and 
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Investment Council of Panama
 
Per Diem Expenditure*
 

(us $1,000)
 

Research & Development 1983 1984 1985 1986 Total
 

1. Market Identification (AID) 10 10 10 30
 
2. Economic Development Course(AID) 1.7 1.7 1.7 5.1
 

Promotion
 

1. Promotion Technique Training(AID) 4.8 8.0 6.0 6.0 24.8
 
" (AID) 11.2 11.2 22.4
 
" (AID) 36.0 5.6 
 41.6
 

2. Training Asian Staff (AID) 24.0 24.0 48.0
 

3. Training European Staff (AID) 24.0 24.0 48.0
 

4. U.S. Market Promotion (ICP) 31.5 31.5 31.. 94.5
 

5. European " " (ICP) 16.5 16.5 

6. Far East " (ICP) 18.0 18.0 

7. Latin American " (ICP) 8.0 8.0 8.0 24.0 

Management 

1. M.D. and D.M.D. (Course) (AID) 4.5 4.5 4.5 1.3.5 

2. M.D. and 3 Boards members
 
to Far East (All)) 9.0 9.0 18.0
 

3. M.D. and 3 Board Mcnbers to
 
Europe (All)) 9.0 9.0 18.0
 

4. M.D. or a Board members
 
12 trips in a year (ICP) 12.6 12.6 12.6 37.8
 

Evaluation 8.0 8.0 8.0 24.0
 

50.8 155.9 194.0 83.5 484.21/
 

*Per Diem for ICP Staff 1.00
 
" " M.D. and Board members ;1.50. 

S/ Does not include Per Diem under technical assistance for Asian European 
campaigns.
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INVESTMENT COUNCIL OF PANAMA
 
RECAPITULATION OF TRAVEL AND PER DIEM EXPENDITURES 

(us $1,000)
 

Travel 1983 1984 1985 1986 Total 

Total 15.4 155.5 191.9 105.7 468.5 

ICP - 88.8 122.8 88.8 300.4 
AID 15.4 66.7 69.1 16.9 168.1 

Per diem 

Total 
 50.8 155.9 194.0 83.5 484.2
 

ICP 
 - 52.1 86.6 52.1 190.8 
AID 
 50.8 103.8 107.4 31.4 293.4
 

Travel & Per diem 

Total 
 66.2 311.4 385.9 189.2 952.7
 

ICP 
 --- 140.9 209.4 140.9 491.2 
AID 66.2 170.5 176.5 48.3 461.51/ 

1/ Does not include travel and Per Diem under Technical Assistance for Asian 
and European Campaigns. 
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INSTITUTIONAL ANALYSIS
 

I. Introduction 

The ICP represents the institutionalization of new industrial policies 

which began to emerge in 1982. Major elements in the GOP recognized that 

export industry could provide the main motor of growth for the economy, and 

that foreign investment would offer the mosc efficient method of introducing 

such 	 industry to Panama. The GOP commissioned Lazard Freres etc. to design an 

institution capable of promoting foreign investment in Panama, and of 

identifying policies and programs which woutd offer appropriate incentives to 

both foreign and commercial investor's. 

Ulike earlier sporadic, investment promotion efforts, which involved 

adding a program to existing institutions, the new institution and its program 

were designed specifically to reflect the following limited functional 

re q ui reme nt s 

I. 	 Creation of a favorable businss ambiance. 

2. 	 Promotion of the geographic, legal, and administrative arbiarre as 

incentivas for investmPnt 

3. 	 Provision of simplified, timely, and effectiv\' services to investors. 

These functions were implicit in )ectee No. 79 of Auust 1982 (Exhibit 2) 

which provides the legal basis for the formation of the TCP. Hlowev r, some of 

the policy responsibilities, explicit ly laid down in the Decree overlap, or 

appear to overlap those which traditionally are charged to regular ministries 

of government, notably the Ministries of Planning, Industry aiWl Commerce, and 

of Labor. In pddition important data sources were under other agencies of 

government, and administrative responsibility for business and incentive laws, 

were also spread throughout a number of agencie'q. 

The apparent overlapping of policy funct i in, the need to rely on other 

agencies to carry out i s mis, required that the P begin to establish 

working arrangements with othe. ,encies and to organize its own cperations to 

reflect inter-institutional realities. Thi; required modification of the 

original design of the ICP. The modifications; were imade, but unfortunately, 

agencies whose responsibilities appeared to be imp in:ed "pon by the ICP' 

mandate had become reluctant to cooperate fully in c:ompleting inter-agency 

arrangement s. The process of accconodat ion, nev,. rthe less;, ront inues and is 

receiving support from highest levels of the GOP. 
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II. Organization of the ICP 

A. GeneralI 

Th organization, staffing and resource allocation of the ICP were 
designed to support a job creation effort which would in the first full year 
of operation induce the direct employment of about 1600 workers; and a minimum 
of 2000 per year thereafter. This implies new plants or plant expar sion in 
the range of 16 to 20 per year. Workload estimates to meet such targets 
provided the basis for staff and other resource requirements. The 
organization of the ICP, shown in Table II.D.l, reflects discrete functional 
allocation to three specially designed units. A standard processing system 
links these units to provide for an orderly work flow among the units. The 
three operating units carry out specific duties as follows" 

RESEARCH AND DEVELOPMENTfl OFFICE 

Major function: 	 Policy and Program Design. 

Major Duties: 	 - Select realistic employment targets 
- Develop data base 
- Review businesss climate and recommend adjustments 

in policies, procedures. 
- Carry out specific studies in support of promotion 

efforts. 
- Select promotional targets 

INVESTMENT PROMOTION OFFICE 

Major function: 	 Promote Panama to selected potential investors. 

Major Duties: - Prepare promotion materials 
- Carry out nromotional campaign in Panama 

and other countries. 
-Receive, orienr, and prepare additional data to 

service potential investors who visit Panama. 

INVESTOR SERVICES 	 OFFICE 

Major function: 	 Provide services to investors to facilitate their 
compliance with the corporate and incentive laws and 
to assist them in securing a range of services and 
facilities necessary for their operations.
 

major Duties: - Transact with various government agencies on behalf 
of the investor. 

- Provide a directory of legal and technical services 
to the investor. 

- Assist the investors in securing certain public ard 
private services. 
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The organization as whole is essentially devoted to marketing industrial
 
sites in Panama. In terms analagous to those of private business, the
 
Research and Development Office is charged with product definition and product
 
improvement. Its data collection and analysis function provides the basis for 
product description and comparison with other products, i.e. industrial 
locatio,. advantages and disadvantages of other nations. Its policy 
modification function corresponds to its product improvement function i.e. 
improving the attractiveness of the Panamanian business climate. Its market 
analysis function permits it to develop marketing strategies and thus direct 
the targeting of the Promotional Office. The Investment Promotion Office may
be regarded as the sales department. The field staff operate as salesmen, the 
home staff as negotiatiors and closers. The Investor Services Office provides 
after-sales services, insuring that the promises made to investors are kept. 

The organization and staffing respond to the perceived work and workloads 
implicit in the above. However, neither the market not the Panamanian 
business climate can expected to remain static. The functions of the 
organization will not vary, but the activities required to carry out those
 
function may shift substantially in response to changes in markets, 
understanding of the changes and in response to targets of opportunity. Thus, 
the staffing and resource allocation to the various operating divisions will 
remain flexible and subject to change. Provision has been made for 
consultants to carry out standard operations while training ICP personnel. 
Similarly, resources will be provided to attend to special events, or to mount 
special campaigns. 

In the following pages the organization, function and activities of each 

operating division are discussed in greater detail. 

B. Research & Development Office (RDO) 

A job description for the RDO manager is provided in Exhibit 4. As 
originally conceived, Research and Development would have encroached upon the 
economic planning function of MIPPE, the industrial policy setting function of
 
MICI and would have duplicated the demographic studies and labor-related 
functions of the Ministry of Labor and the Social Security agency (CSS). To
 
avoid these "turf" problems while exerting influence in the formulation of 
policies impacting Panama's investment climate, the Research and Development 
Office will maintain a close liaison with the policy units of the 
above-mentioned agencies, will bring policy issues to the attention of those 
agencies and where necessary provide funding for studies designed to 
contribute to resolution of those issues. The lack of a coherent Panamanian 
industrial policy, and the absen,..e of systematic procedures to fonnulate 
rationale policies may, if not successfully remedeed, require that tme RDO 
attempt to play a more dominate role in policy inaking. 

The IISATI) plans to undertake a program of !.: rengthening the planning and 
iml)ementat i on capacity of MlICI which wouild i la a key role in imliist rial 
policy fonnmll ation, I.n the iiim.,antime two ANi projects al ready functionivog --
PARS and Dlve-lopment: Admi.nist: rat ion -- will. be able to support policy making 
and imp lementat ion f unct ions of 1-1C 1
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The market and product research unit of the RDO is responsible for
 
identifying the most promising activites for investor search, carrying out 
studies of production costs in Panama and in competing countries for targeted 
products, and making that data available in such a form that the technical
 
response of the Promotion Office group can draw on it for multiple purposes.
 
This is one area where experienced consulting firms could help to rapidly
 
narrow the information and experience gap of the newly created research unit.
 

While the planning function is virtually unchanged from the original
 
design, the present structure of research and development now includes two new
 
functions which reflect the state of the art in investment promotion support:
 
technical response capability and a statistical bank. Rapid and complete
 
replies to investor inquiries will require tile same kind of automated data 
processing which now supports executive decision-making in industrialized 
countries. In each step of the site evaluation process, the Investment 
Council will anticipate the information needs of the client company by drawi,,g 
out of the country data base the statistics and other information which 
pertain to the project under consideration. 

The technical response function is meant to be a highly sophisticated form 
of publicity, reference, and project evaluation service, all rolled into one. 
Once the investor has begun to seriously consider setting up operations in 
Panama, glossy photographs and attractive graphics will not maintain the 
company's interest in a Panama site as effectively as a tailor-made proposal. 
for locating and producing in Panama. The techalc al response team will be 
able to put together such a proposal based on an outline provided by the 
c omp any. 

The systems and statistics unit provides data processsing service to all 
the offices of the Investment Council and is positioned in research and 
development as opposed to administration because of the primacy of the 
research function for successful promotion activities. It also will maintain 
coputarized data banks. The extensive and detailed nature of the data which 
will maintained would make the bank valuable to other agencies of government, 
especially those with direct and indirect policy formulation 
responsibilities. The ICP will provide terminals in otier appropriate 
agencies to facilitate their use of the data and for their data inputs. 

Although policy formulation is a major function of this unit, the 
designers have not established a separate unit devoted to that function. This 
omission is delibernte. It is assumed that policy studies will be performed 
by consultants, either by direct contract or through other a- encies of the 
GOP. The absence of a specific unit for policy formulat ion i ndic ates tile 
desire to avoid the appearance that it is at ten::pt in, to duplicate policy 
making funct ions now vested in other ageicies, al-hou,-Ji th, n,';er of th,_' 
office and his staff are expected to have th technical cnpa'lity to defin:_, 
policy i;s' ,es and to see that they are effectively pirslued. [t rcmains to be 
seen wheth.r thi, approach will perillit rapid ailt effct ive r c'lction to 
problems of policy clefYMilition and resolution. 

-I//
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C. Investment Promotion Office (IPO)
 

Investment promotion is the operational heart of the Investment Council.
 

The Investment Promotion Office Office concentrates on the attraction,
 

reception, and follow up of potential investors in the areas of:
 

export-oriented manufacturing, particularly light assembly, agriculture, and 

service industries. A job description for the manager of the IPO is provided 

in Exhibit 4. 

The two major units of the IPO, the Investors Attraction Group (lAG) and
 

the Investor Reception Group (IRG) have distinct yet interrelated roles. The 

lAG, responding to target designation made by the RDO, makes initial contact 

with a company and solicits its interest. The IRG deals with the interested 
company through technical information interchange, arranges for visits to 
Panama by company personnel and assists in securing local resources for 

company preliminary planning. The IRG maintains constant contact with the 
potential investor until a final investment decision hi,( been made; after 

which, if the decision is positive, the company is turned over to the Services 

Office. 

The responsibility for marketing Panama is squarely placed on the 

Promotion Office, but the auxiliary functions which support promotion are 

performed by other offices. When an investment promotor needs information, he 
turns to the technical response unit. When he wishes to include local 

entrepreneurs in a site visit, he asks the Services Office to tap their 
private sector "clientele." 

The public relations function, interpreted as advertising and the design 
of targeted publicity materials, is nominally under the Manager of Promotion. 

The Managing Director of the ICP relies on the Promotion Manager to supervise 

advertising contracts, but important decisions regarding publicity strategies
 

are made by the Executive Committee and the Public Relations Advisor. The 
latter position is held by an experienced public affairs officer who maintains 

close contact with the local press and media, lie reports directly to the 
Managing Director. 

The only important investment promotion activities not under ICP control 
are the concession of fiscal incentives, real estate (industrial sites, and 

reverted lands), and financing,. These decisions remain appropriately in the 
hands of COFINA, MICI, the BNP, private banks and a few other government 

entities. The participation of the ICII Managing Director or one of the office 
managers in the decision committees would, however, contribute to the success 
of the investment promotion program. 

Following the recommendations of the Economic Development )ivision of the 
State of Florida, the establishment of permanent overseas offices will take 
place only when sufficient numbers of promotors have been fully trained to 

asstimme the responsibilities of: running the "call. programs" and will be 
executed in the form of promotion missions to particular markets in tile United 
States and Latin America. 
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Preliminary conparative cost estimates indicate that promotion operations 
for the North American continent may be less costly if based at the ICP 
offices in Panama than if oased in U.S. offices. The effectiveness of a 
Panamanian based operation will be tested during the first year of the 
project. The results of the test will affect decisions with respect to the 
placement of overseas offices in general and will be reflected organizational 
and staffing changes.
 

Similarly, the initial promotion effort in the Far East will be carried 
out by consultants. Later a feasibility analysis will be made of the
 
desirability of maintaining offices in one or more for Eastern nations. Such 
a decision will have some effects on the ICP operational budget and on 
staffing, albeit these recurrent effects may be offset by decreases in 
consultant costs.
 

D. Investor Services Office(ISO) 

The ISO provides a wide array of services to foreign and domestic 
companies which have been induced to invest in Panama through the efforts of 
the ICP or through independent initiatives. These services offered as a "one 
stop" package relieves investors of much of the burden associated with 
compliance with diverse regulations which are administered by several 
agencies; and assi sts the investors in accessing public and private services. 
A job description for the manager of the investor Services Office is presented 
in Exhibit 4. 

Once a conpany has decided to invest, it must establish a corporate 
identity in Panama, finalize tile incentive package under a "Gontract with the 
Nation," file papers with a host of government offices, build or remodel a 
production site, recruit workers, inport machinery and raw materials, and 
finally, begin production. 

Panama's private sector offers a complete range of professional services 
to assist a new company. Until the creation of the Investment Council, 
however, no single government office had the responsibility of orienting the 
investor and facilitating the process of starting a new industrial operation. 
The Private Services unit now has this function. 

The Public Services Processing (PSP) unit of the ISO is devoted primarily 
to assist ing investors with conp liance with the corporate and incent ive laws 
of Pana:na. The a;vencie s which must approve investor application interrelate 
in a cumbersome and time consuming process -- a discouraging pros;pect for 
potential investors. The Public Services Processing unit acts as coordinator 
for thins process. The actual coordinating process has bee essent ially an 
exercise in persa.sion with i×Mid req;ults to date. Ilowever, schmduled 
semi na rs bet ween "init p 1 ersonil I the admi i ,st r;.t ingPSI' rsouue 1 and r of 
agencies is expected to estal i sh1 standlard nors and guidelilnes for expediting 
the process. The organization and staffing of the PI'SP will udoubtedly be 
adjusted in liglt- of Iie outcome of the seminars, and of jroposed plans to 
simp lify the systuimn. 
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Only in the case of investors operating under the "Maquila" (light 
assembly) laws does the PSP unit carry out regulatory and administrative 
functions. Even in this case, other agencies enter into the administrative 
process. As the number of companies, applying for incentives under the Maquila 
laws grow -- a likely assumption -- the organization and stafing patterns of 

the PSP unit will probably be adjusted. 

The major problems confronting this office are derived from its lack of 
direct control over the processes which it must coordinate. This should be 
alleviated to some extent by the ICP-MICI Memo of Understanding required as an 
initial C.P. In the future the clear and specific allocation of all 
responsibilities to another agency or full authority for approval of investor 
application to be vested in the ICP may occur. In either case, minor 
organization and staffing chares in the ICP would need to be made. 

E. Administrative Office 

The Administrative Office is oriented to delivering the limited 
administrative services required by a 30-person office. A description of the 
organization and specific functions of the Administrative Office is provided 
in Exhibit 4. The budget categories, allowable travel costs, and personnel. 
benefits were pre-established by the Ministries of Planning and Finarce. 
Expenditures and accounting systems are monitored by the Controller General's 
office. Minor office systems (e.g., requisitionng of supplies, maintenance 
of personal files, and control of messengers and correspondence) were 
rep licated from the Banco Nacional dle Panama. 

The Administrative Officer is expected to provide finance, operational 

"housekeeping" and material support to staff for the other offices. His 
control function is limited to monitoring expenditures. Management control is 
exercised by the Managing Director and his Deputy.
 

The Administrative Office has performed remarkably well considering the 

rapid turnover of administrative officers. In six months, two officers have 
come and gone, placing a heavy burden on the three administrative assistants 
co continue providing service and developing workable systans. 

The Documentation Center was established upon the recommendation of an 
outside consultant who was contracted to design a central records management 
system. The Documentation Center has continued to provide services, but lacks 
a systematic classification for gener'al files. A systum of case files has 
been implemented and i s working satisfactorily. 

s;taffing of the Admini.strat ive orfice appears to he adu uiat e. Oc v the 
flow of visiting iwnvvst()rs incroa.;es., hiowevr, there may be ned for another 

vehicle aid driw v , anmd a reteptionis;t witi a good uommma md olf Eniglish. 

With addit ional staf finlg in tme Admnisii t rat w O fice and other offices,, 
the space provided by the Ba nco UnaciomalI, now barely siffiticnr for current 

staff ned ,, wi l l req. irPC expansion. 
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Currently, the internal administrative practices, conform to GOP internal
 
regulations, with exception for those special provisions implicit in the
 
enabling decree or those which were subject of special understandings between 
the Ministry of the Presidency and the ICP management. The exceptions pertain 
to more flexible hiring and contracting procedures, salary levels and travel 
arrangements. The exceptions are not formally and specifically codified and 
may present problems until the ICP's final legal status is established. 

F. Management 

The creation of the Investment Council was a watershed in GOP-private
 

sector relations, not only for its explicit recognition of business community
 
interests, but also for its attempt to utilize entrepreneurial methods within
 
a government agency. Tlhe Presid,.nt~ai Decjee :p, cified that the majority of 
the Board of Directors and the Managing Director be selected from the private 
sector. 

The imposition of a "private sector" mentality within a Government 
bureaucratic framework has raised interesting management problems. The 
management of he ICP, in its desire to move rapidly in accomplishment of its 
mandate, did not anticipate the roles which other other agencies directly and 
indirectly play in respect to the functioning of the [CP. The gradual 
appreciation ol those roles has led to recognition of the need to better 
manage external relations - a task not anticipated in the original design. 

Such recognition produced three results: (1) acknowledgement of additional 
duties for the Managing Director with subsequent diminisltment of time 
available for internal management; (2) definition of additional roles of Board 
Members; and (3) adjustments in internal planning. In addition to the tasks 
imposed on the Managing Director by external relation problems, he has been 
requested to be involved heavily in issues of national importance, yet only 
peripherally to the duties anticipated in the ICP design. The additional 
duties substantially impinge on the time available for day-to-day management. 
The desirability of appointing a deputy director or operations officer who 
would be charged with day-to-day operations has been discussed for some time. 
The growing denanrls on the Managing Director now makes it essential that a 
such a deputy position exist Thus, the creation of a deputy director slot has 
been inc luded as Condition Precedent. 

The mixed nature of the enterprise colors all aspects of management. The 
key figure in overall management, the Managing Director, is formally 

responsibile for all operations of the IGP, subject to overall authority of the 
Board of Directors. The Board, coposed of 13 members, eight of whom are 
private sector imembers, has not played to date as full a role in TCP affairs 
as it- miight. While there is no pen conflict on the hoard, the interests of 
the privat ,rector ,neinbrs are not identical with those of public sector 
in(iihb rs . As a result, a real unity of purpose does not appear to be ful.ly 
establ ished. 
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This is exacerbated somewhat by the relative inactivity of the board, 
caused primarily by a lack of a proper operational definition of its functions 
and responsibilities. The technical advisor to the Managing Director 
contemplated under the project will, therefore, work on improving the 
operational participation and functioning of the Board of Directors. The 
members of the Board are highly distinguished and capable men of affairs and 
have on occasion assisted in the resolution of problems. Nevertheless, there 
is no regular and systematic method of utilizing this reservoir of talent and 
inf luence. 

Provision for such utilization was made in organizational design which 
provided for an Executive Committee, drawn from board members, to work closely 
with the Managing Director and his key staff memberr. Tile committee was 
appointed; but after a short period, one of its member, became inactive and 
the committee itself soon ceased to function. Two achievements however, are 
illustrative of the kind of role which it could play were (a) introduction of 
the ICP to che Florida Department of Commerce and arrangements for substantial 
technical assistance from that Department and (b) securing the cooperation of 
the American Chamber of Commerce which has subsequently initiated the first of 
several surveys in support of the ICP program. Tile success of the two efforts 
noted above were attributable to two factors: first, clear assigment to an 
individual board inember and secondly, the existence of a known and effective 
relationship between the member and the cooperating agency. Such experience 
offers a formula for replication, which can be used as the executive committee 
is revived. 

Another management group expected to play a major role is the Committee of 
Managers. This group which would consist of the respective heads of the 
Research and Development Office, the Investment Promotion Office, the 
Investors Services Office and the Deputy Director. The group would play a 
coordinative role between the three offices, insuring that schedules are met, 
quality of work maintained, work flow improved, and adaptations made as 
required. The group does not yet function because two key members, the head 
of the Research and Development Office and the I)eputy Director have not yet 
been appointed. The industrial development advisor to the Managing Director 
should play a key role in orienting the proper functioning of this committee. 

ICP1 management practices are still evolving and are conditioned by 
personnel chanxes, reactions to apparent targets of opportunity the frequent 
absences of the Manag, ing Director, and problems arising from inter-agency 
frictions. A short term eperation plan (see Exhibit 5) has been initiated. 
This sets forth specific activities to be undertaken during the remainder of 
1983. Training of proirotional personnel is scheduled for the same period. 
New operation, plans will. be required to acconmodate training needs with 
operational need,,. This has been addressed through plans to utilize "turn 
key" coutracts, im which contractors will. und ertake specific operations whil.e 
train ing. 
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Procedures for handling investor inquiries and response to external 
initiatives are focused first through the office of the 'Managing Director then 
allocated to staff members. The actions taken by staff members are seldom 
channeled back through the )MD'soffice. Communications may be sent directly 
to other ministries without necessary regard for protocol or for evaluation of 
issues (ac a managerial level) which might prove embarrassing for ICP 
management. Such practices may contribute to the eventual establishment of 
desirable informal inter-agency linkages; meanwhile these may exacerbate 
inter-agency frictions. Once all the office manager positions have been 
filled, and a Deputy Director has been hired, there is no need for the 
Managing Director to continue personally channeling routine correspondence. 

New tasks will evolve develop from time to time as ideas are generated or 
proposals are made to the 1CP. Because inortant staff positions remain 
unfilled, these tasks are allocated frequently to already burdened members. 
This results occasionally in abandonment of work schedules and (probably 
unintended) priorities. To the degree that such ork falls on office heads or 
key subordinates, these heads lose control of their scheduled operations and 
the specialization upon which the organizational structure is predicated, 
becomes blurred and blunted. The management problemis which beset the ICP are 
common to new agencies, and should not provide cause for alarm. They should 
however, cause enough concern to elicit continuing remedial actions. 
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DECREE No. 79
 

August 12, 1982
 

Whereby an institution for the Promotion of D)omestic and Foreign Investment is
 
established to be called '[THE INVESWIENT COUNCIL OF PANAMA.
 

THE PRESIDENT OF '1IE REPUBLIC
 

In use of the legal power invested in him
 

DECREES:
 

ARTICIE l. 	 TfIll- TNVIS'IMENT COIJLCTI, PANA\IA()I- is hereby 
established as an Inst tiition affiliated to the 
Ministry of the Presiduncy, for the purpose of 
promoting domestic and foreign investments 
development policies estahlished hv the Executive 
Branch of the Government. 

ARTTCLE 2. 	 This institltion will t .-liruc ed by a Board of 
Directors and an kxcliti'.e Director. The Board of 
Directors will he :o1po;sed 
of thi rtlheenii mmbers tlvi be ent i tled to voice 
and vote: 

A.-	 Eight members and an Executive li rector 
selected from th(: private sector 

B. -	 Minister of Co:1erce and [dustry 

C.-	 General irector of the National Finance 
Corpo rat ion. 

D.-	 General Director of the Panamanian Tourism 
Institute.
 

E. -	 General l)i rector of the Colon Free Zone. 

The Chairman of the Board of )i rectors willIheselcted h\' tle President of 
the Reputblic from members of the. private sector. 

'11)e Execuitive Di)rector cannot be C ia an of tI,2 Lir1 (1ofi Ii 'ctors. 

* MemlershipJ was increased to 14, includinig 'linister of Planninug. 



ARTICLE 3. 	 Te Board of Directors will have the following 
funct ions: 

A.-	 To develop domestic and foreign private 
investment programs, and recommend the actions 
to be taken by the Executive Branch of the 
Goverment in the investment area. 

B.-	 To make recommendations to the Executive Branch
 
on incentive laws for private investment on any
 
other legislation that may bear upon investment
 
promotion.
 

C.-	 Fulfill and enforce any other duty assigned to 
it by the Executive Branch of the Government. 

ARTICLE 4. 	 The Board of Directors will approve the Budget 
proposal for the adequate operation of the Investment 
Council of Panama. The fumds for its operation will 
he administered by the Executive I)irecto- and iVs 
disbursements will be countersigned by the auditor 
assigned by the Comptroller's Office. 

ARTICLE 5. 	 The Execuitive Director will implement the policies 
dictated by the Bfoard olf Iirectors and will he 
respons ible for the admini strati on and coordination 
of programs. The Executive I)irector of the 
institution is the Chief lixecutive Officer. 

AR'CLE 6. 	 With the purp)ose of assuring the imple;ientation of 
the programs The Executive )i rector will be 
responsible for the following Functions: 

A.-	 l)evelopument of investment plans that would 
result in the creation of jobs. 

B.-	 Identification of those specific sectors of the 
economy offering opportunities particularly 
attractive to investors, taking into 
consideration the needs and advantages of each 
region within the country. 

C.-	 Identification of such inh st ries that may Ilelp 
to enhance Panama's i dmustri a I base. 

I).-	 Analysi; and identifications of specific 
invustment olpportunities and prese;nting them to 
potent i a I invest ors. 



E.-	 Organize investment promotion activities in 
Panama and overseas. 

F.-	 Advise investors on the development plans of new 
projects or the extension of the existing ones, 
facilitating the implementation of such plans. 

G.-	 Administration and deternination of investment 
incentive programs that could he implemented in 
Panama, recommendation and the review of such 
programs. 

BE IT COMMUNTICAEI) AND NL,\DE PIJI3[C 

Done 	 at the city of Panama this twelfth lay of Auigust of 1982. 

RICARIX) iE 1,;\ ESPRI ELLA 
President 

CATRIIiL CASlT1(O S. 
Minister of the Presidency 

Footnote: This is not an exact literal translation. To make it meaningful in 
some instances disgressions were inevitable. 



EXECUTIVE DECREE No. 80
 

August 12, 1982
 

Whereby appointments are made to the Investment Council of Panama.
 

THE PRESIDENT OF THE REPUBLIC
 

In use of the legal power invested in him,
 

DECREES:
 

ARTICLE 1. 	 Doctor JAIME ARIAS CALDERON, Doctor FERNANDO CARDOZE
 

FABREGA, Mister LARRY BERGER, Mister GABRIEL DE LA
 

GUARDIA, Mister GABRIEL LEWIS GALINDO, Mister LUIS
 

H. MORENO, Mister ALBE',RTO MOTTA, and Mister GARY 
MARTIN are hereby named to form the Board of
 

Directo:s of 	 the Ii-vestment Council of Panama. 

ARTICLE 2. 	 Mister GABRIEL LEWIS GiALINDO is hereby named as 

President of the Executive Comittee (of the Board 

of Directors) of the investment Council of Panama. 

ARTICLE 3. 	 Mister FRANK KARDONSKI is hereby named as the
 

Managiny Director of the Investment Council of
 

Panama.
 

BE IT COMMUNICATED AND MADE PUBLIC 

Done in the city of Panama tiLs twelfth day of August of 1982.
 

RICARDO DE LA ESPRIELLA
 

President
 

GABRIEL CASTRO S.
 
Minister of the Presidency
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'83.J UdL IL- I 4... 

A~dW le, ,(?aNey,4 

,g'namdl de julio de 1983 

Nota No. DPG-383-83
 

Senor
 
Frank Kardonski
 
Director Ejecutivo del
 
Consejo Nacional de Inversiones
 
E. S. D.
 

Sefior Director:
 

Acuso recibo de su Nota de fecha 6 de julio de 1983,

mediante la cual me consulta el status jurldico del ente
 
conocido como Consejo Nacional de Inversiones. De acuer
do al punto consultado por usted, le manifiesto lo siguien
te:
 

El Consejo Nacional de Inversiones es un organismo
 
para la promoci6n de las inversiones nacionales y extranje
ras que fue creado y reglamentado por el Organo Ejecutivo

mediante Decreto No. 79 de 12 de agosto de 1982. 
 Posterior
mente, dicho Decreto fue reformado en su articulo 2, por el
 
Decreto Ejecutivo No. 34 de 25 de abril de 1983. 
 Afirmo que

estos Decretos no han sido hasta la fecha reformados, subro
gados, derogados o sustituidos por otras excertas jurldicas,
 
por cuya raz6n afirmo tambi6n que tienen vigencia plena y

estan surtiendo plenos efectos jurldicos. Es decir, el Con
sejo Nacional de Inversiones tiene existencia juridica ac
tual.
 

De usted con toda consideraci6n,
 

04 Rafael Rodriguez/_Procurador General de la Naci6n 

/44% 0. \ 
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EXHIBIT 4: ICP OFFICE FUNCTIONS 

RESEARCH AND DEVELOPMENT OFFICE 

The Research and Development Office has five functions: Three of them 
correspond to organizational units: the Technical Response Unit, the Systems 
and Statistics Unit, and the Market and Product Research Unit. The other two 
functions, Operational Planning and Policy Analysis, are assigned to the 
Manager of Research and Development. lie carries them out primarily by relying 
on outside resources to undertake long term studies, and by drawing upon the 
human resources of the other units to coordinate operational planning. 

MANAGER OF RESEARCH AND DEVELOPMENT 

The Manager of Research and Development supervises the three units under his 
authority and leads the inter or intra- departmental groups responsible for 
operational planning.
 

Operational Planning: 

1. 	To coordinate annual planning in the Investment Council. Operational
 
plans are based on estimated investment needed to create a specified
 
number of jobs. The employment creation goal is set by the Managing
 
Director on the recommendation of tile Manager of Research and Development,
 
following an economic analysis.
 

2. 	 To assist the Managers of Investment Promotion and Investor Services to 
develop targets and verifiable goal: for the next year of operations based 
on the guidelines set by the Managing Director of the Council. 

3. 	 To evaluate goal achievement by each office as an integral part of the 

planning responsibility. 

Policy Formulation:
 

1. 	To commission independent studies of the investment climate of Panama in 
order to obtain an objective assessment of investment legislation and 
policy. The studies will cover topics such as transport costs, investment 
incentives, tariff structures, taxation policies, infrastructure and 
facilities for iridustry, labor laws, etc. 

2. 	 To make reconmndations to the Board of Directors and the governmcnt based 
on tile results of these studies and ccmiparative analyses of investment 
policies in conpeting countries. 
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3. 	 To coordinate with the PARS Unit of the Ministry of Commerce and Industry, 
and other government and international development agencies to obtain 
maximum benefit from tile studies of investment climate commissioned by 
these organizations.
 

TECHNICAL RESPONSE UNIT 

1. 	To provide infornation about Panama on demand to the other ICP offices, 
investors, and other government agencies. Most of the data on Panama' 
investment climate will eventually be available on-line for rapid 
retrieva 1. 

2. 	 To provide feasibility profiles with up-to-the-minute cost data and 
comparative reports demonstrating Panama's advantages over another country 
for particular project. 

3. 	 To evaluate the technical and financial financial viability of proposed 
investment projects at critical decision poiiits for ICP support. 

4. 	 To provide a continuous mianagement and industrial. production consulting 
service for investor assi:;tance (mediated by the Offices of Investment 
Promotio n and Investor Services). 

SYSTEIMS AND STATISTICS 1JH[T 

1. 	 To create and maintain a coi-putarized data base to be used in all ICP 
activities, but: most heavily by the Research and Develcment Office. 

2. 	 To supervise consultant contracts for the acquisition of conputer 
equipment and development of softtware programs. 

3. 	 To maintain and support the computer programs of each of the ICP offices 
for their activities; 

Account ing/Budgeting
 
Project Tracking
 
Mailing Lists
 
Local Servic s Lists
 
Industrial Site Compendium
 
Access to and processing of foreign market data
 
Access to and processing of local economic and demographic data
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MARKET AND PRODUCT RESEARCH UNIT 

1. 	 To identify high potential markets and product areas. This activity 
relies on practical strategies such as; 

(a) Cost-sensitive products 
(b) Twilight industries 
(c) Processing of raw materials prior to export 
(d) Transportation/manufacturing cost advantage for Latin 

America destined products 
(e) Quota opportunities 
(f) New products and technologies 
(g) Specific market studies 

2. To supervise short term consultant contracts to quickly identify some of 
these investor prospects. 

3. To conduct project development studies in conjunction with the United 
Nations technical assistance program. 
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RESEARCIH ANi) DEVELOPMENT OFFICE 

RESEARC1H AND 
DEVELOPMENT 

OFFICE 

| PROD)U CT [RESPON S F, ANDI 

[RESFAR(CH GCROUP STATI S,'I C:S 

I HariIge r 
2 Secre tar c-3 

Market: & Prodiict Research Group 

1 Market Analyst (1BA) 
I Research Officer 

Technical Re.;ponre (Group 

I Industrial Analyst 
1 Financial Analyst (MBA) 

Systems & Statistics Group 

1 Computer Programmer/Analyst 

2 Entry Clerks 
10 S ta [ f Mcmrhe rs 
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INVESTMENT PROMOTION OFFICE 

INVESTMENT PROMOTION MANAGER 

The Manager is the head of the entire Investment Promotion Office with the
 
responsibility of directing and coordinating the recruitment 
of national and 
foreign investors. 

Responsibilities:
 

1. 	 To prepare the annual plan of the Office of Investment Promotion
 
according to the guidelines provided by the Office of Research and
 
Project Development within the general policy of the Investment Council 
of Panama. 

2. 	 To review and update the action plan on quarterly basis according to
 
performance at headquarters and in the field.
 

3. 	 To learn about and follow up the programs of other goverrnment agencies
 
related to or affecting investment pronotion.
 

4. 	 To plan, coordinate, and manage the work perfoied by tile foreign offices. 

5. 	 To provide liaison between the overseas offices and the support offices
 
at headquarters.
 

6. 	 To review each investor case with the responsible promotor on a periodic
basis, and also when criticaJ decisions are made regarding level of ICP 
support to a particular investor. 

7. 	 To coordinate and supervise the reception and assistance rendered to 

potential investors by the Reception Group. 

8. 	 To prepare periodic progress reports for the Manag~ing Director. 

9. 	 To propose, direct, and supervise the development of promotional material 
by the ICP staff and contracted companies as follows: 

To design advertisements and articles for magazines and newspapers with 
internal resources or through contracted private companies. 

To design form letters to contact or answer investors (direct mail 
promotion) for the use of the Attraction Group. 

To design pniiphlers and ,id ovi Z;Ia 1 pesentations for promotors. 

To maintain an inventory of pictures of Panaima and of advertising 
material of the ICI' and of other cut it ie,. 
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To assist in the preparation of material (speeches, drawings) for the use 
of the Public Relations Office. 

To maintain sufficient promotional material of the ICP and of other 
entities at all times to meet the requirements of the promotors. 

ATTRACTION GROUP 

The work of the attraction unit is performed primarily through the overseas 
offices of the Council, but the effort to attract investors may be aided by 
the cooperation of Panama's diplomatic corps and private individuals and 
companies contracted to represent the Council. Until overseas offices are 
opened, the Attraction Group will conduct missions out of Panama Headquarters 
or the Florida Office. 

Responsibilities: 

1. 	 To establish and implement a system of investor search whereby the 
Council directs promotional action to carefully selected groups of 
conp anies. 

2. 	 To contact those poter-ial investors in industries previously identified 
by the investor searki, pl, i, and those who have responded to the 
publications of the TC.i. 

3. 	 To present current and accurate country data to potential investors, 
through promotional material and other information. 

4. 	 To present the investor with information about investment incentives 
under Panamanian law. 

5. 	 To present infornation related to possible sites, services, and 
infrastructure (through liaison with Research and Development) prior to 
his visit to Panama.
 

6. 	 To prepare travel itineraries for potential investors coming to Panama in 
coordination with the head office. 

7. 	 To research and anayze the strategy of expansion or relocation of 
operations of the corlacted and prospective investor companies. 

8. 	 To inform he ad quarter's o[ economic and political trends affecting current 
programs and requilnT1i a chan. e of pronotion stratc:;y. These data mist 
be submitted on a regular basis in order to allow timely adjustments. 



Annex II.D 

Exhibit 4 

Page 7 of 17 

RECEPTION GROUP 

This unit is formed by a group of Investment Executives specialized by 
industrial sector, who orient the client upon his arrival in Panama, answer 
all his needs for information and keep in close contact until he has reached a 
decision regarding his investment project.
 

Responsibilities;
 

1. 	 To coordinate schedules, interviews, and visits and to assist the 
investors during their stay in Panama. 

2. 	 To counsel the investors in selecting the incentive programs offered in 
Panama. 

3. 	 To answer questions and consultations of foreign investors by mail, 
telex, or telephone. 

4. 	 To provide the investor with nl1 kinds of infornation and local contact 
with possible partners, possible sites, professional services, and local 
financial sources. 

5. 	 To coordinate and assist the investor's transactions on behalf of the 
Government. 

6. 	 To submit technical infonation to aid in the investor's evaluation of 
project feasibility (in coordination with the Office of Research and 
Deve lopmrnt). 

7. 	 To follow up on the attended cases even in early stages bef ore a decision 
and establish regular contacts with the clients. 

8. 	 To maintain a penanent control of records under each unit's 
responsability, making sure it has the correct information on the 
respective forms and that all the investigations regarding the client 

have been completed. 
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INVESTOR SERVICES OFFICE
 

MANAGER OF INVESTOR SERVICES 

The head of Investor Services directs the assistance given to 

being established in Panama. This assistance often begins at 

stages, nevertheless, the responsibility for handling the case 
to the Office of Services only after the investor has taken a 
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corporatio 9 
the promot .onal 
will be passed 

firm decision to 

invest in Panama. Additionally, he will coordinate the permanent assistance 

to corporations already established. 

Responsibilities:
 

1 	 To supervise a "complete service" to the investor through counseling, 
speeding up procedures, providing the information and personal contacts 

reqn i red. 

2. 	 To give logistical support to the Office of Investment Promotion and 

assist the invest( rs' visiting missions when specific contacts are needed 
with the private sector or public offices. 

3. 	 To propose and direct a fol low-up system for cases in progress. 

4. 	 To maintain close contact with 'iaison officers working in public offices. 

5. 	 To supervise the elaboration of Contracts with the Nation under the 
Maquila prog ram. 

6. 	 To manage the H1aqui la program. 

7. 	 To propose and coordinate a follow-up program for operating conpanies 
prcuioted by the IP. 

8. 	 To maintain friendly relations with professional associations offering 
assistance to investors. 

9. 	 To rep ort to t le I OP Manag i ng Di rec tor the problemrIs or def ic ienc ies of 

industrial infrast rncture in Panama. 

1O. 	 To take reco inneiidlatioi; to the Mana, inig Director on simp lif icat ions of 

doctimeft proces!1ing. 

L. 	 To coopratve with and support the Office of Research and Development ill
 

the a re';I of informat ion gatheri tig on infrastructure, private services,
 
or procchit res;
 

13. 	 To carry out a trainingl program of personnl under his direction. 

:2
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COORDINATI0* OF' PUBLIC SERVICES: 

It is the duty of this unit to assist the investor when soliciting benefits
 
and services as well as when complying with regulations of government entities. 

Responsibilities of the Logistics Coordinator: 

The Logistics Coordinator interviews the investor to get acquainted with his 
needs once he has demonstrated his intention to invest in Panama. The 
investor shall receive assistance in solicting benefits , likewise he shall 
be informed on customs, migration, labor contracts requisites, etc. The 
Logistics Unit has complete and updated information on procedures and 
requisites for the following: 

1. 	 Rental Contracts and/or Real Estate purchases from the Nation. 

2. 	 Concessions; of use, exploration, and exploitation of natural resources. 

3. 	 Visas and Naturalization 

4. 	 Presentation of Required Doctunents, Contracts with the Nation,
 
Itportation and Exportation.
 

5. 	 RecruitmenL and training of Laborers 

f. Mobil.ization 

g. 	 Public Services (IN'I'EL, IRE, IDAAN, etc) 

h1. 	 Fees, requirements, and procedures for other public services 

Responsibilities of the Processing Coordinator: 

The Processing Coordinator has the responsabilities of expediting and 
reporting on applications filed by investors with the various government 
offices; maintaining a follow-up and consultation service for operating 
conpanies (especially Maquila); authorizing import and export of Maquila 
c omp a ni e s . 

The coordinator mai ntaini u a clot,e relationship t.o inid-level1 f uctionaries at 
the pertitnint gov,,rnement offices. His work begins after the logistic s 
Coordinat-or has ass isted the client with the application, and the processing 
has coImmelved. Onc-e a c omp a ny beg iln s e iati ons under one of the incentive 
prog'rams, lie a,;snes primarily responsability for contact with the client. 
The Coordinator's act ivities are specified below in detail : 
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1. 	 To research and compile information on application forms, requirements 
and processing steps of the Contract with the Nation, and other 
concessions, licenses, and permits. 

2. 	 To expedite the processing of contracts, concessions, etc., by tracking
 
the movement and evaluation of investor's applications in MICI, IPAr,
 
MIDA, etc.
 

3. 	 To update an automated datafile for the tracking of cases.
 

4. 	 To prepare a monthly report on the status of each investment case in each 
government office (by means of the automated system). 

5. 	 To respond to inquiries from clients on the status of their applications 
in process in government offices. 

6. 	 To periodically contact the officers operating companies recruited by the 
ICP or the old Maquila Program to learn about their needs in reference to 
the Customs Office, the Office of Price Regulation, the Ministry of 
Labor, etc. to provide consultation and assistance on government 
papenork as needed by the companies. 

7. 	 To administer Maquiila contracts under the supervision of the Manager of 
Investor Services: 

8. 	 To verify, register, and sign customs declarations of Maquila companies. 
The Processing Coordinator receives the Declarations of inportation and 
exportation of material and verifies each category in the Naquila 
Contract. When the declarations are in accordance with the Contract they 
are registered, signed and stamped. 

9. 	 To monitor the training progrms of Maquila companies with the Ministry 
of Labor, assuming responsibility for successive training contracts. 

COORDINATION OF PRIVATE SERVICES 

This 	unit has the responsibility to help the investor find the services 
offered by the Panamanian private sector to finance, construct, assess, 
design, insure, etc. his corporation. The Private Services Coordinator holds 
complete and updated information to assist the client directly or through 
promoters. 

Responsibilities of the Private Services Coordinator

1. 	 Reall Estate: 
To maint-ain ipdated information on off ice rent- and ;ale price,, 
apartments, lots, warehihses and comi.wrcial sites, which wi1l eventually 
iniclht he reqi red by investors. Each rent and/or sale prop)erty offer 
must 	 inElude it:,s locat ion, -;pecificat ions, Valtue, etc. 

7'
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2. 

a 
Construction: 

To maintain a continuously updated database (as 
construction companies, contractors, decorators, 
and others. 

for real estate) for 
engineers, architects, 

b. To develop a construction cost index in different locations (Panama, 
Chepo, Bayano, Tocumen, Chorrera, Colon, David, Aguadulce, Chitr6, Las 

Tablas, Divisa, Santiago and others) for the different types of 

constructions (residential and industrial). 

3. 
a. 

Transportation, Insurances, Freight and Financing: 
To maintain a continuously updated database (as in 
transporters (by air, sea and land), insurance and 

real estate) 
reinsurance, 

for 
and banks. 

b. To obtain transportation directories showing itineraries and schedules. 

c. To develop the freight 
transport at ion. 

rate lists of the different means of 

d. To develop 
cargo. 

the comparative fee list of port expenses and handling of 

e. To develop the fee list for insurance of properties, etc. 

f. To develop the list of 
costs for debt service 

financing terms and to 
and long terma deposits. 

up-date every month the 

4. Professional Services: 
To assist the investor/businessman in locating professional private 
services; preparing a list with names, addresses, telephones, etc., 

the different available services, such as: 
of 

-
-
-
-
-

lawyers 
authorized public accountants 
economic and financial consultants 
installation and maintenance services 
others (advertising, security, printers, etc.) 

5. In addition, this unit must cooperate in providing attention to the 
investor missions, to help out with the logistics of the planned agenda. 

Therefore, it is necessary to maintain close communication with the 
different friendly institutions such as: Union of in|ustralists, 
Chamber of Commerce, Business Executives Association, Banking 

Association, CAPAC, CONFP, etc. 
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Manager of Investor Services 
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Processing Coordinator 
Logistics Coordinator 
Private Services Coordinator 
Staff Member, 
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THE ADMINISTRATIVE OFFICE 

Responsibilities of the Administrative Officer 

The Administrative Officer provides full administrative support to the 
Office of the Managing Director as well as to all other offices, divisions and 
subdivisions of the Investment Council of Panama. He oversees the 
installation and efficient functioning of all administrative control systems 
needed to assure the efficiency and effectiveness of internal operations; the 
detailed preparation of an annual budget with periodic adjustments derived 
from regular financial statements and from analysis of expenditure rate 
compared to budgetary allocations; a periodically up-dated system of staff 
information and guidance on all matters pertaining to internal operations, 
management and administration; the timely provision supplies equipment ard 
services; and the personnel records aid payroll of the ICP. 

As the Council increases in staff size and volume of business, these 
duties and functions will be shared and delegated to staff (on-board or added) 
who report to the Administrative Officer, but the Administrative Officer is 
ultimately responsible to the Managing Director for their discharge. 

These duties and functions are applicable to the relationship to be 
established between the Administrative Office and overseas offices of the 
Council, with certain modifications as appropriate. 

The Administrative Office is divided into three units. These functions 
are decribed below. 

Responsibilities of the Services and Supplies Unit 

1. 	 To maintain an update inventory of furniture, equipment and supplies. 

2. 	 To supervise the use of the ICP's vehicles including the recording 
of mileage, daily reports from drivers, purchase of gasoline, and 
maintenance. 

3. 	 Periodic replacement of cafeteria supplies. 

4. 	 To make arrangements for the maintenance, repair, and replacement of 
equipment. 

5. 	 To expedite purchase orders and requests for services and supplies. 

6. 	 To im)lement decisions about office space made by the Administrative 
Officer, 
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7. 	 Periodic replacement of foodstuff. 

8. 	 Petty Cash Control. 

9. 	 Travel Services for the Council personnel. 

10. 	 Assure that services like repairs, transportation, cars facilities, 
cafeteria, hotel and airlines reservations, airplane tickets, etc.,
 
are given on time.
 

11. 	 Facilitate or arrange office space and supporting services for 
Advisors and consultants. 

12. 	 Coordinate messenger's work (outside and internal) and drivers. 

13. 	 Control of outgoing mail. 

Responsibilities of the Accounting Unit 

1. To provide support services and information to the Administrative 
Officer and other Senior ICP officials in the preparation of the 
annual budget. 

2. To maintain the accounts of all ICP fuins. The staff of this unit 
shall keep the bank account up-to-date on a daily basis, and shall 
prepare monthly financial reports. 

3. 	 To prepare checks, disburse advances, and to pay the expenditures of 
the ICP in accordance with the budget, and with the approval of the 
Administrative-Officer and the auditor of the Comptroller General's 
Office. 

4. 	 To prepare the payroll and distribute checks every fifteen days to 
all ICP staff members. 

5. 	 To maintain personnel records. The staff member in charge of this 
unit shall. create a confidential file for each employee with his 
resume, social security infornation, attendence records, and 
employment contract. 

6. 	 To process requests for advance furs, or requests for 
reimbursements following travel in accordance with the report of 
expenses submittcd by the ICP staff inennher. 

7. 	 To provide finaucial. information t:o ICI' Nanai, emeiit as required. 
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ADMINISTRATIVE OFFICE 

ADMI NISTRATIVE 
OFFICE 
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1 Administrative Officer 
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Responsibilities of tile Documentation Center 

1. 	 To implement a general filing system. All office files of the ICP are 
kept in the Center under a numerical classification. The supervisor of 
the Center shall prepare the file classification code and coordinate with 
the various offices the integration of all documents into the coded 
system. The contents of each file, however, will continue to be the 
responsibility of the operations offices. 

2. 	 To implement and maintain a controled access to the files. The Center 
supervisor must know who has a file at any given time; when it was sent 
out and when it was returned. 

3. 	 To organize and maintain good order inside the DocumIentation Center. 

4. 	 To receive, open, register, and distribute the correspondeice entering 
the ICP. To maintain a register with the origin, date, and disposition 
of each written communication received by the ICP. 

5. 	 To supervise use of the telex machine according to established 
procedures. To distribute copies of inconing telexes, and maintain a 
chronological maister file of telex messa-es. 

6. 	 To supervise use of the photoccv ies by Center assistants or personnel of 
other offices, maintaining accounts of copies ,!ade for each office. 

7. 	 To receive and file the pre-codified docti.encs of each office. 

8. 	 To maintain a chronological file of the outgoing, correspondence of the 
ICIP available for refererke by other offices. 

9. 	 To main some office supplies within the Center, following the control 
procedures set up by the Services and Supplies Unit. 



ANNEX I: PROJECT DEVELOPMENT
 

SECTION D: INSTITUTIONAL ANALYSIS
 

EXHIBIT 5: SHORT TERM OPERATIONAL PLAN OF THE ICP
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Annex II.E 

Exhibit 1 

TECNICAL CONSIDERATIONS 

Two sets of technical considerations will condition the degree of success 
of the ICP. The first set has two elements: 

(a) Panama's position vis-a-vis protential competition in the
 
Caribbean and in Asia.
 

(b) The extent, nature and intensity of motivation of firms in the
 
U.S. Europe and Asia to seek new plant locations.
 

The 	second set has 4 elements:
 

(a) The ability of the ICP to identify firms which are considering 
re--lc a I:ion. 

(b) The ability of the ICP to make initial high impact contact with 
the firris identified. 

(c) 	 The nbility of the ICP to provide accurate, timely and relevant 
data to management of firms wnich show interest in Panama. 

(d) The ability of the [CP and other GOP entities to facilitate the 
rapid organization, legal complinncos, and start-up of new 
industrial or service operations. 

Comp:,e titiye_ Pa.!; i t io n ofi Pa,-,mn 9_ 

The major charac :erisLics of Panama's 'opeti. ive position have been 
evaluated by the Adv: sory Croup to the Republic of Panama. Extract: of their 
report are shown in Exhibit F.2. Their findings were sufficiently p)ositive to 
permit recomnmendation of the establishment of an investment promotion agency. 
Much more detailed competitive analysis has been carried out by a t.S. 
consulting firm which specializes in international re-location of garment and 
electronic plants. In extrenme;ly detailed cost, labor, transport, energy, 
shipping, site and anbient analysis done for one of its clients, and which was 
made available to 1CP and Ail)personnel, the consultants concluded that a 
major investment in Panama was justified. (The analytic report is privileged 
information and not available for reproductIion.) In their analysis the 
consultants had already removel Far Kastern nations for further cons ideration 
and had narrowed the choice of si es to Panama and one other Car ilbbean las.in 
Country. 

Projcti'ns o. o,'a'r t. lon costs, and sihi pinn costs, and r.vnu,,;
(calcIlat,,d on dm.tlive:-y to the same UI.S. prt.) wr,, made. Every cost factor 
wa; prci'sely determinted and applied to the ent.ire produrtLion process. Panama 
show,-d s1 ight Ih igher profitability and was substant ia lly hi ghr'r on "on cost 
factor:. 
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Recognition of the favorable competitive position of Panama has been 
implicit in the foreign investment for export production, already made in 

Panama, the number of foreign and domestic investments now in process through 

the ]CP, and the number of inquiries and visits made by invest:ment groups from 

Latin America, the U.S., France, Spain and Japan. 

Detailed and quantified comparisons of the advantages and disadvantages of
 

Panama vis-a-vis its apparent competitors will be carried out by qualified
 

consultants in the summer of 1983. In the meantine, a survey of domestic and
 

foreign investors and managers is being conducted on behalf of the ICP by the
 

American Chamber of Commerce. This is expected to throw light on operating
 

conditions and the competitive elements which entered into original decision
 

to invest in Panama.
 

Plant Relocations and New Facilit.y Outlook 

Cost pressures have already prompted the movement of many labor intensive 
companies from Europe, U.S and Japan to countries of South East Asia, Mexico 

and Central America. The continuation of the major cost differentials and the 

record of success which ha; attended th:o firmiu that have already moied, have 

heightened awareness of the overseas opportunities. The Caribbean Lasin 

initiative has further hei ghtened this awareness; as have the recent spate of 

books and articles which, predict a high-tech future for the U.S. wit.h a 

consequent shift of fabrication and assembly operations to lower cost areas. 

Accord ig to Peter )rucker, seven to ni ne million U.S. jobs will nove 
offshore during the npx.× twenty years. Somie $3 bi1 lion in off Suhre labor 

value added is now inpr ted into the U.S. and the rate is growing at 201. per 

year. 

Strategically posit ioned States of the U.S . are predicating their own 
industrial development plans the on above mentioned a:rumptions. Flor ida, for 

example, is developing a pln for acquis ition of corporate headlquarters and 

research and(l development operations in that State on the assumption that 
assembly work for thos" f irms will he carried out in the Caribbean Iasin and 
South America. Siti larly, Chambers of Commerce, notably Chicago, have stepped 

up their participation in foreign investment celated activities, indicative of 

the quivkening ,,f interest in foreign based operations. The ICP has seen 

rising evi(hence of the U.'S., Japanese and European and .atin American 

interest, even before a campaign to attact companies from those areas has 
coren iced. 

Men! i I i vlt" on WI ovi' atit lrnyro!;pc t 5; 

The 1(CP will ia" f iv,. ma,,in t.echnique; for idntificatian of pot,,ntial 
inVeyv lor,;. The, I irt' draw; opn import statistics oW major utrktt area';. 

Thi s pe.rnits idIn t i at ion (t jiOfp h,:I: whose ..;uc'c of origin Is undergoin, 
c hanI 1-, ' 'hI' shift N in p'odurtd i lin gpn ral ly indi,'at,, th,' produ it; are| th ,t 

cost sn. itiv. and l0ip'ly to be a ;rIei int s yeiv,, l'roidlicr:; of tie urducts 

idktn if .,,d, or iMi lar irdn, tI s are t hi idel, t it ied f r :i audard ',. t('ncu e 

c(11rco.(' 
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The second technique Is based upon computer runouts of families of
 
products whose fabrication characteristics are particularly suited for low
 
cost production in Panama. The ICP has contracted with a leading U.S. based
 
firm specialized in industrial re-location, who possesses the data and the
 
computer software required to carry out this technique.
 

The third technique is based upon general and specially targeLed
 
advertising. This follows the standard practice of most investment promotion
 
agencies. However, most of the special advertising will be directed through
 
publications whose readers are expected to be officers of companies classified
 
under each of the "industrial families" identified by the second technique.
 

The fourth technique encompasses a number of possibilities which are
 
expected to present themselves. These include direct contact with groups of
 

companies, or companies in certain geographical areas who are experiencing
 
special problems.
 

A fifth technique which will be used primarily in Latin america is based 
on determination of market growt~h and source of origin in selected Latin 
American and Central American countries. It will seek to identify firms which 
could bette!,r serve seve'al Latin American countries by setting up production 
facilities in Panama, or those companies which want to expand into 
international markets by using Panama as a production or distribution base. 

The,e methods, which will be used ,;electively by the ICP, represent and 
advanced state of the aWt. Consultant personnel will carry out the early work 
while training ICL' personnel in methods and procedures andl strat.,.gies. 

Contacts with Id,'ntifid lPotent,ial Inv estors
 

Initial arid follow-up contacts with potential investors are critical to 

the over.ll procecss anid can be costly and nllproductive ift improperly carried 

out. The ICP' has dr awn on experience and guidarce of the Florida Department 
of Conner e, and will u;,e an improve'd version of the Florida System. The 

improvement lies in greater tse of technical data by the Repre;entatives who 
make the initial contact and by the case officers who carry out follow-up 
contnlacts 

OIhvr tealures of the sytmI to be used by the ICP' involve mail contact, 
fol lowcd ,y I,'leIophonw t,!rnLact , iollowpd iy Lig-ht.ly sch,,dttled viits 
c cnraut i d in onn' city or loca,lity dWrin; a pi.riod of work. S;tandard 
iprocvi4 ,,Ne; a v i a I( opre t ative tofor visitq dri tIvisit.pa.ion, p,,rWit s 1C:' M''p 
VaI oil 0 ' 14 'opiminii'sdili ll!g w'ol of a (outr W', cycle.2' oi' 

Fot lo.',, t o ! il' ,1ilpby 1lh" ' !;ci ot ic 'l who lrovid h,aridI t ac t 

iuhnici l ,in 'cit iil itl r| tinnl" I 1 lil Ate, lh, pl iiive:toirs
li i hi'il iiW 

ani Iy ir.lr t ,I TO , ; andli tv s c t lil il !t tW 'i ii',:;!: ihll the
 
IIv,' ,"ntor i'N rvplrv.:;vnl~tl v,, Vi'.i :;th:OM and is: v.rri,,d "" Wtlil nnt
 

':: uT;"!it inv i on 

http:Lig-ht.ly
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Provision of Timely and Accurate Data to Potential Investors
 

The ICP plans call for installation of a computerized data banks, modeled
 
after that used by the Florida Department of Commerce. Collection of data, by
 
a contractor and by ICP personnel, has been started. The Computer, however,
 
will not be fully functional for about 16 months. Therefore, conventional
 
means of storing, classifying and retrieving data will be necessary in the
 
meantime.
 

In addition to the thousands of sub-categories of data configurations
 
which will be readily available from the data bank, the Research and
 
Development Office will have the capacity to provide rapid response to
 
inquiries for specialized information. Such information will be supplied to
 
the case officers and/or discussed directly with the potential investors with
 
members of the technical staff of Research and Development.
 

Facilitation of "Startl & Succevful Operations 

Companies, when willing to make investments abroad, are found frequently
 
with bureaucratic and legal arid procedural obstacles which can cause such
 
discouraging and costly delays that the investment decision is cancelled.
 
Perhaps worse, the expectation of such delays causes potential investors to 
avoid consideration of investment in countries which have a reputation for red 
tape and for unseemly delays in bureaucratic response to investor needs. 

The ICP has attempted to set up a "one stop" center where an investor can 
fill out forms for all necessary government permits, incentive applications, 
etc. These would then be moved through the bureaucracy by personnel of the 
Services Office of the lCP with appropriate priority and dispatch. 

Further, the need to locate legal services, buildings, transport, get cost 
estimates, determine availability of particular services at a particular place 
and time, get items cleared by customs etc. or may lead to costly delays and 
project abortion. The ICP through it's Services Officers is assisting 
investors in obtaining the needed information and in removing "bottlenecks" 
which may result from public sector on private sector response limitations. 

loth of the above services functions are, at this teit, being carried out 
at less that opt imum c i rcums tance;s and tlerefore wi th emarra:;in g dtlay'. 
Remedial action has been initiated. The first has been arrangomnts for a 
seminar with the Mini.stry of MICI, the main agents for j'roc-so; inW4 of Corntracts 
with the Nation. It i s vxpi.ctLd that from the workin g sn hiuir will c. ,o, a 
!;ys;t0n,'ttic mutually agr'v,(,d ulpoi iron c'hidre for lrn'ceS,: ing of Lhe contracts, 
surmge S. i ot and Ilanss or simplI icat ion of the proceuss anad the alqmi' tr',nt 
of n 11'C! ipre:;e.nlalivi, to act as facilitat or and t o play a rol. in tIh ICP 
mai l'ar.,,'nil gror . "iuccftsn ini this workinrig Nmli"ar an' uhs'vquI'nt activit ies 
Is es.ent. l o Ille sucve ;s of th, IfCl' UIort. 
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The "logistics" assistance program has been impeded largely by lack of
 
information and the absence of working agreements between the ICP and the
 
array of external entities which may be involved. These are being addressed
 
through an intensive effort to collect information and to recure cooperative
 
arrangements with the external entities.
 

The level of effort, and hence resource allocation is based upon the
 
experience of the Florida Department of Commerce, the Irish Development Agency
 
and other agencies and companies. An average of approximately 5% of potential
 
investors respond positively to cold letter and telephone contact. Of these
 
10% may be expected to make site visits after follow-up contact by promotion
 
officers. of the 10% who visit 50% of those may be expected to make positive
 
investment decisions. Thus to produce one positive investment decision,
 
approximatel., 400 firms need to be contacted by letter or phone, 20
 
representative visits must be made, and two visits by potential investors must
 
be serviced.
 

The Panamanian investor search design is considered superior to that of 
Florida in that the research group is expected to pro-target potential 
investors with greater precision than does Florida. This should permit a 
better ratio of investment to contacts. However, until the 1CP has at least
 
one year of full operational experience, the ratios are at best informal
 
estimates.
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a aLaws on the Promotion of Investirent 

'- 'Below the, most impportant incentive laws are reviewedbriefly with' respt to th ~ti3be Ies and the industrial'-

~these laws are' to be discussed ii'&stbsequent sections. 

The Cabinet Decree No. 413 of Decemnber 30, 1970, 
anodified by Cabinet Decree No. 172 of August 24, 1971 and law 

a -' lb.-92 of Lecem~ber 12,,1976 (henceforth Mianufacturing Decree)
 
Sis the cornerstone of the legislation currently in effect for the
 

a---------------promo-tion of industrial development. -- It especially encourages
 
" -- amanufacturing 
 industries that contribute -to growth in exports 

and to substitution aof imipo-rts by locally-produced goods. The
Manufactu~ring Decree established three different incentive pro

--------- gramns, and qualification for each progrz-i isbased on meeti~ng
 
acriteria on destination of output and location of the, plant. 
Th s datgosinetv akgasprvddf. opne
 

a------that produce exclusively for export. The benefits are some~what
a -smller for companies that produce for the local mnarket but have 

facilities located in designated growth pole areas. lastly, -the
 

advantagee are smaillest for companies that prod-uce for the -local
 
Smrarket in plants located'aoutside those growth pole areas. The
 

a Decree is -aplicableo nly to -companies in the mianufacturinzg 
KaYa - industry, defined a- transform.tion of raw materials and sani.finished or intorffediate goods and assembly. Agriculture, forestry, 

-fishing, - -exploitation of raw materials, and marketing of finished 
products are explicitly excluded. Iyoever, companies- - -integrated 

a can claim~i the benefits for the totality of their activity. 

a Law No. 108 of Decenibar 30, 1974 (henceforth GYPT law) 
a established the Tax Allowance Certificates (Certificado de IAbono 

-Tributario - "CAT") to prorrota non-tradlitional exports. The excludod 
trad~tional exports are listed In tho law, anA they coirprise a 
numrber of agricultural products (sugar, bananas, coffee, neat, 

- fishmealo etc.), petroleum and its by-products, minerals, iretals 
- and their by-products, products sold from the Colon Free Zone and 

products sold under protection of bilateral free trade ard pre
ferential troatmrent agreemanta. 

a a The Cabinet Docrco 1o. 102 of Jurmn 20, 1972 (henceforth 
Tourist Docrou) encourages coq=age in t'he touriizt induIstry thtL 
locate facilities in cpecially-eratcod tourist zona. The 
~tourist industry" in definod vary broa.Uy and incluz.1as activities 
such as cdovelopnient of land for construction of tourist facilities, 
oiporation of hotels and Lvon agricultural prodluctioni to supp1ly to 
tho rostaurants. 
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The most recent incentive projr-moa - IDecree No. 5 of 
January 19, 1979 (henceforth Light Assembly Dcrce), is add
ressed specifically to light assembly incdstries. The second 
article of the Evcree reads as follows: "PAssmbly plants are 
defined as those that transformn oonqonents of various kinds 
into finished products by mans of assembly of those components". 



Annex T.JE 
Exhibi t 2 
Page 3 of 12
 

Tax Incentives 

a. Incoime Tax Incentives 

i. Standard Corporate Income Tax Regire 

The Panamanian income te" rcgime imposed on corporations 
and individuals is different from tbM income tax regimes in indus
trialized nations mainly in its liberal exclusion from the tax base 
of income generated outside the country and of inoom- in other ways 
associated with activities outside the country. The tax provisions 
inspired by this basic characteristic have contributed heavily to 
Pa-nam's growth as a tax haven. As far as the treat-mnt of locally
generated income is concerned, the nmornlly applicable Panamonian 
corporate income tax reg ijtr is not particularly generous whe-n coin
pared with the reqini.s in irost industrialized countries. Nearly
all foreign investnent is iaide through Panuruinian corporations;
and hereafter, only corporate income tax provision will be reviewed. 

The definition of the tax base in the Panaimanian fiscal 
code is founded ujxin concepts of revenue and expense that do not 
differ -in substance from those used in fiscal laws of itost indus
trialized nations. A very uncoma)n feature, hovr,.ver, is thme 
exclusion frcxti incority, of interest received on savirgs on t:ir- de
posi ts in banks locaLted in INriaml. hitLercst 1avnrnLs are considered 
a deductible expense. 

For tax accounting purposes, companies may choose anyorwj 
the straight-i ie, double(-dcl i n.iin-ha lance and su:. -o f-the-years' 

digits rotlods of depreciation of inmimo-producing fixed assets. 
Limits are placed on the uvixhntun depreciation rates as follows: 

Euivalent in 
Maximum Annual Minimhum Number 

Assets Depreciation Percentage of Years 

Wuildings 2) 40 
Machinery from 5 to 8 from 20 to 12 
Transportation 11juip[Tent 15 7 
Office Furniture and 

'1Yjuipr -nt friom 7 to 10 from 15 to 10 
Itols an mill Imui,;rt: from 10 to "0 from 10 to 2 

As in rm miy othjr: couta rie;, tliere are so)ir cli fferenc:e:; 
mt'.,en talx aald fi1rianci'll l CCU11t ill 10tml{-; L-e ffrdilrr timing of tl,, 

ruco(nlition f c ,ri:hlini euvcllell'[; aid (, -IrsIti;. 'ime fit;e codl' Ihl 
11o prov i !;IoI for o , ro 1IS!; dk '1-1- c .'C' 1V tic(1,rry fo)v7f 0:; CceK 

IX)LL I,lot ,iliJ (I(.'& tK:i10li C)l t: .'[,'r':,s .oincurnd in yeiirst al]] 
pLior to time tilx d(hcilrial ioni. 

L 
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Capital gains are included in ta.xable inoomxe, but the
 
law allows for a 7 percent annual addition to the original cost

of the asset for each year lapsed bet%,,een acquisition and sale.
 

Corporate incorme after adjustment for allowable expenses

is currently subject to the following tax:
 

Range Rate
 
(Balboas) 
 (Percentage) 

Up to 30,000 
 20
 
30,000+ - 100,000 
 30
 
100,000+ - 500,000 
 45
 
500,000+ - and mrore 50 

bividends, wheth.er i-xid in cash, stock or kind, are
subject to a 10 percent withholding tax, but dividend income is 
not included in tle indivIdual recipient's taxable incoriu. Dividend 
paywents are not stbject to dividend tax when a conpamy is mrely
passing on dividends on whlich the tax was already wit]hheld by 
another cor]pora tion. 

ii. Tnco:a 'lax Ince2ntives 

'Tax hol.d.s are avii.Lble to investors that can claim 
this advantage under any ol tl ir"o incciltive laws, blinufacturing
Decree, Rourist I ,crc. an'il]A,i ht. AssundAy Pkcrce, and li vo. signed 
a Contract with ti Uatio. Under the Mkznufactu.i ng 1)7_cre , incomre 
gcneratcd from ext:ort ml , Is tot;l :yuxeIt from incone tax 
during the dur-ation of thW Colt -ct w.i Llth 'ion. 'fhe ir::immn 
duration of this cositcact is norm-lily 15 years, but co;tiJinuies Utat 
Qstkdblisll facilities in grc ue)]e s enterl o.w an' c 'n into 20-year 
Cbntructs. As for inco2023 g'nerat:cd fiolm slt- to tl]ou(]×,ii iw~rhet, 
t:,. different regji ws ar, ap )] ic~. iik re derivc-d from production
in plants outside, th' role arCs at:cdf021c;iLh e>:onr- fI0m illcolre 
tax if the fulids a-c invostf(d in !nroductiVC fi:.;c2d ZISSMts but thu
exeiipti on is apl 1 icahib.( 0' ly to ,ulotnt-s il excess of 20 ]xrccnt Of tax
able 1ncc:1,e. Thva adiV,,;ta g , i UI 1X(urJ i ii the, ducat ioin of th1e 
Contract. Jlcv:u dun ye. fr;! tp r<ifction -in pkitit!; in th,! g ri,,th 
ole ,trc,,s i ; ful.. , a.:: . Ircm i *O,.! dHunI,; I ir,1Ifivc years, a t.:I:.: 

of prcxluctioli aiv c>- ,:: i, I ,y %0 Au!-ill, l li!i l-I ,. hcut:. 

EScIUll ! I[ 't'nof LI n;.i

UJ5 d,.t- tl;,z '.1I:,. l ,',,V, (A- ,lIi ,:; (Thu liVA.it. lrnum t
 

100 Ix_?celt tIax l. ii,',' f)r 13 7,,, ;, ;'ti L nj tf(e !Ilt LItLe of 
Signing. of th( b r*, u. it h tt , r 'tihn. 

http:wheth.er
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S Under the idght Assembly Decree, corrpanies can claimfull exemption frolddi_<3 .. 0 
. 

LI ...... tax for 15 years. . The .... percent" 1 
ewathho rangetax.on.p.id-out.dividends. ....4jn odividends, are~paid,~the 10 percent comlemrentary ta~x is


reduced to 4 spercnt and isconsiderd an advance payo ihent toard
the divide. dtax. 

readantageous depreciationcalculations than those

allowed by the depreciation schedules in the fiscal code have been
made. available in two decrees.~ The M~anufacturing Decree states
 
that compoanies producing for the local market 
and,with facilitiesoutside the growth pole areas can opt for~ either of tvi extra-

ordinary depreciation mrethods:
 

An annual 12.5 percent depreciation rate for machineryand equipment during 8 years, where the normal rates 
are mostly within the 5 percent to 8 percent range. 

ction ofa fixed a;nde co nst panpercentage to thedecreasing net book value without deduction of the
resiCdual value. 

T12 percentage chosen, ho vvr, shoold notL brz nore thiandouble the cro_,nigpretgsttdi orc aLn
sc'hedule of tdtto in edaereo
economry during the 1976 recession, the Governmernt introducedl
extremely advantageous depreciation schcdules for new net ad
ditions to the stock 
of fixed assets. For buildings, tn-yearstraight-line depreciation or 60 p-ercont dcpreciation utilized
in one year or spread over a period of up to five years af ter
coffpletion %,,-smaide available. Fixed assets other than buildings
can be depreciated in one year or over aperiod ofup tofive'
years after acquisition. Strict dates, 
 which have now passed,were set for~ application to benefit from the program and forcormencing the c'Xocution ,of the in\'estiimt plan. 

Tan loss carryforward provision are included in thePlanufacturing LWCree and in the Toairist Decree. Under the Manufacturing Decrea, compaxnies producing for the local 'market mray
apply a three-year loss carryforvrd. T1he deduction can We
applied totally or partially in any of the three years. Thie
'iburist Decroo contains ai similar provision.
 

~~,. b.Indirect TaxIncentives 

I.Th~ j~qRt'1ax1Iution and E~:i~,lr 

Iv AiI, hoiflJiunitin fJJa?coIJ (,i9UIIj1:W1Bjho Mistlit~j:>72~>ru.0;iii or tr;,. L'.,ritry, vqipcu1tfic ~uOvo-LICn jr-otn (U0 8eIL by 

To" os .. Ik"Qu 
i 

4 
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Import tax exeniptions are available under the Manu
facturing, the Turist and~the Light Assemb~ly Decrees. T1he 
exemrptions apply not only to taxes, but also to duties, oontri

_________butions, levies and rights of whatever nature that are charged
wAif s ar i6fdiir ordJnryiorii~~ 

The Manufacturing Decree provides exenptions that vary
slightly for the three groups of companies (defined in Section 
3 above). For all companies imports of machinery, equipmrent and 
spare parts, fuels and lubricants are exempted from taxes. 
However, construction mterials, vehicles, office furniture and 
equiprrent are subject to import taxes. R~aw materials, semi
finished products and other inputs, and packaging materials are 
imported free of tax. Corrpanies with plants in the growth pole 
areas, haoever, pay tax on the inports of packaging materials. 

The lburist IXcrL..e grants an iimort tax exemption for 
machinery, equipm'ent anJ s;.Are pairts. VWhen not available in 
sufficient quantities, bui.lding materials, furniture, furnishings
and 'other items used in tourist facilities, 'vehiicles and other 
means of transportation r~ also be,- iir~orted free of tax. 

11hiT-rt ixcc.,t-)t.ion use-d in the ight Assembly
Decree is based on the <frcL- 6,tac? zone' conceot. Seni-finished 
products, parts and ote ~tsare viewe&d as temporary iffports

a'dare consigned to fte_-J-n compqany until thiey are re
exported. Inport duties arc- consoqluently not lovied. 

ii.E,~zrz.Tax and Lerigp ion 

Simfilar to th.- ii:-4.'rtL tax exuiption, the export tax 
*exemption includes exoneration of whatever contribution, duty,

levy or right charged whan goods are exported. The Manufacturing
Decree and the Light Assembly 1X-crce ail-Ci ' total1 export tax 
exexiption for all exported cioals rroducedJ by qiialifying companies. 

iii. Tax: Allowancoc Cortificzites 

Thu CAT1 Iiw of Decciboxr 30, 1974, established the 
"Tax Allowance Certificatoes" to proiiote non-traditional. exports, 
as explained above. ThU CA0' is a tax paymnnt certificate with a 
value equal to 20 percent of: the Prramanlan value aidded of exported
gjoods. In order for a cxtlny to C]unlify for CAT's, 'the local 

potinofte ro1tin1L~ and of thea value added of the exported
good1s imust be at lotast 20 Ix.,rcxnti. If, ho,..&ver, the gJoods3 are 
prodcycxi outside Ur- i;ir.troix.Hitn area, the only roquirciienL in a 
10 po.runL jinnium local sh'ire! of total 1)1-eduction cost. qbe CAT 
is insueci LY t10 1M111iisu-Y Of Viinco and Troosury, it is a non-

I ~'t. lPoilrinCJ rI~oal n141 iitjL uxQft of all taxes wnd iL 
r.:w )x-usr.d for 1'0iy!t)nt ol rin% diroa or 1tdiro.-t tax Within a 

11.trhI of ftur youirs 'from us . doic, Tt should We notcoc th~a 
e~:g~ thiruonjO o wr1 tf* a,1jJr:1i such no thoe C pra-

Vid od ) ,'11C
ho I. n7 ,oljt iilJr ~ 'tnutfu 
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iv. Other Indirect Tax Incxlntives 

In the 1inufacUirjing IX3crce and the Tourist Decree, there 
are a number of exeniptions of inclirect taxes other thin iqiort and 
export taxes. 

Under the Mb-nufacturing Ik-cree, sa:les taxes are not
 
levied on sales by companies that produce exclusively for export.

Current Panamanran Law i-iipses a 5 pxercent: sales tax.
 

'Te- t-linufacturinq 1 ,cree al-so exe p ts ccnpanies that
 
produce exclusively for expo-t from tdxeJ on capital and assets 
if these vore to xe inLrohced - but not f-om taxes on xitelits
 
and real estate. The 'Iburist I .'crTee al'o i-iiclul00 sm exexplion
from taxes on capital arKd aset; but excludes L]h. tiu.: on (x)1,-,rcial 
and industrial licenses. 

Plf.4-1 estil t t ixa.e:; l lIy i:y )1d i I, Iirc IkrIA i I (vi ed to 
progress ive scale, wiHi liats n-,u i IKJlfrom 1.40 prcont to 2.10 
percent, h';ed] on tlh ;sess'd val ic, of Ip ty.
facturing l),,c , ( (.qt:.s; i t ]yo..iA tQ Facilities in ithe 

tle o1x 'Ihe 11uiu
c(,al ",; tlh: 

dirodwt] poc ied c ; wiei.lla11 'ThU11ist cx,:1F s (1)2.: ,uilie51!IXcree 
thAt1. occatc! .it]w in tlr die-f;i i t(a tomri.st ar-:,a.f i t ie,; 

(Coitptias tH4t (.)att ll(lr the 'Ipiri sI l::t ta pro
V\iSi(4); a a'I I f 10111 all t,(ax s id e,i,I on Ole usoi_11V (_X ltt I Ia; 
of docks and a i qtotts tlat. ca-e b' i It Or rebuilt I y tbru)sa! saIt! 
cuanis. 
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INDUSTRIAL TAX INCENTIVES 

Category of Industry 

PRODUC-

TION FOR 

EXPORTS 

PRODUC-

TION FOR 

DOMESTIC 

MARKET 

LOCA- LOCA-

TION IN TION IN 

GROf|I FREE 

POLES ZONE MAQUILA 

Exemption from import taxes 

and duties on McChinery, 

equip-:i.nt spnre parts, raw 

and semi-processed unate

rials, fuels, and lIbricants 100% 100-I I  100% 100% 100% 

Exemption from income tax 

on earnings 100% - - 100% 

Exemption from export taxes 100% 100% 100% 100% 

Exemption from sail!G taxe, 100% - - 100% 100% 
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Exemption from tax on cap

ital assets, except proper

ty taxes 
 100% - 100%. 100% 

Exemption from income tax 

on net reinvested profits - 100% - 100% 

Three year carry back of 

looses as deduction from 

taxable incow. - Yes -

Accelerated depreciation - Yes -

Exemption from income tax 

on revenues from domestic 

sales - - 100% -

T.B.C. (Tax Bonus Certif-

icate) on exports 2/ 100% 100% 100% 100% 

Re

nounced 

I/ Must have contract with the nation to be eligible. 

2/ Value of T.II.C. equalk; 20% of the domestic value icIadd to exports. 

Certificate,:; ate accjt;ible at face value for all tax payments, 

rtn'oti Illr,.I and t ran. frabl . 
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o~n-Tax-Incntives-

a. Financial Assistance
 

Te only investment promotion law that contains specific 
financial assistance incentives is the Mlanufacturing Decree. 
oipanies that produce exclusively for export may forego the 
exeaptlon from income tax and opt for a five-year Governmrnt-sub
sidized loan from the Banco Nacional de Panama. The maxinm 
amount of the loan is equal to the amount of taxes the coapany 
would have paid in the tw preceeding years and is granted at a 
rate which is not higher than 50 percent of the market rate at 
the date of the approval of the loan. Under this same Decree, 
all ocxrpanies can benefit from export credits at advantageous 
rates, pre-export financing, credit insurance and even outright 
subsidies for exports if the case for these can be substantiated. 

The "Corporacion Financiera Nacional" ("Cofira") is a 
Government-owned development corporation established to foster 
productive economic activity within the fr'rcrk of the Govern
rit's socio-economic plan throuqh lendir: -t cuncessionary 

terms, participating in risk capital vCnuWtc..t and providing 
technical assistance to conpies. Cofin. s a not-for-profit 
and tax-ex-irpt corporation with a substtr. i.., capital endowrent 
and access to fuding br international fn':al institutions 
at rates which are often advantagcous. 

b. Infrastructure Facilities 

Through the Manufacturing Dcree the Government is 
comitted to proiioto the develop ent of industrial parks, where 
land, buildings and other facilities % uld b made available at 
a "reasonable price" and tnder "convenient terms of payrt.nnt". 

About six months ago the Directorate of Special Projects 
was created in the Ministry of Coamorc Tridusry. Th Director in 
and five qualified technical prof sr o:.il (in architecture, 
ongineoering and economics) will work full timeo on the developinrnt 
of Governnint-sponsorod industrial jxirls. th1981 budget allocates 
aout Wt180,000 in operating ftnds to th, ntivity. 

Projects for tWo industrial par%&s hztve nuw reached the 
stage where fundcn havo ben approved for 0tio developnt. About 
/1.0 million is availablo for dovoloprmnt of a park of 14 

hcLars in chitra (Provincla do: ierrera) ad approximatietly i11.4 
mil lion for a prid. of 22 Nx-Mrrt; in Ri)vic1 (Proviricia do Chiri~3ui). 
%i,uthiradsot tito frinite.inq h;. Funcod for Ii, a 40-yoar AID loan 
at a vory rntul and n-th-,r~i r.- in prolow intelres ii-~ the fut.~a 
Vit]fJ(1 bl Ve COYCrmI11010- OfE 1I'avRI. 1,1.'au{ wil I Eo purchluio& and 
On~ planno-d in rfiaitriu twint'.1c 1-11s 'if~I0mig, uai,wo 
waltr irM stipplyuof~' tIuiLty or icu voc icj.
Aldhiuuqh no fin drCol hw, -Ivcl irwront~y 0h0 

http:twint'.1c
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intention not to build ready-to-use facilities and to sell sites 

fully cover the deelopmrnt costs. 'iIe public bidding for 
execution of the infrastructure uork will be organized in th 
first quarter of 1981. 

Studies to use somre of the areas returned un~er the 
Torajos-Carter Panama Canal Treaties as industrial parks are in 
ther initial stages. large areas near each end of the Canal 
such as the Albrook Airport area on the Pacific side (150 hectares 
near Balboa) and several areas near Colon and Cristobal on the 
Caribbean side (including Telfors Island) offer excellent possi
bilities in this respect duo to location and existing infras
tructuxre. 

Ube recently-corleted fishing port of Vacaton.to 
includ~es facilities for itodern hcjndl4nq of all fishing products, 
inol*,ing a 3,000 tort wld-stonage plhnt. ILan is Ava labia fo: 
industrial plants in the 400 hectare area admifstore by the 
National Port Authority. The price for long-tarn leasing of 
sites varies with the location and] one investorrs hWav( sttrtc~d 
construction of plants. 

UUL- industrisl park,- undor public auspices On,- s~o far 
has reachcd thz furthost stage of dcvalonuent is th in~lustrJa. 
park in the Colon Free Zone (to 13- ravievcd in the sction or, 
Colon Frce Zono). 

In recent years, r-omu contiguous sites were a#.d IV 
private owners for industrial dovelcipuint and these 'clusters 
became )mom as "'arues Industrialos". Thi*se areas wore not 
provided with infrastructural facilities at the tbi of the 
sale. They vary in size and are all located in the iEtropolitan 
area of Pana, City: the Industrial Park of florbruor and the 
Industrial Park of Los Angeles, both in Wos Angeles, have a 
omibiiie nrc,* of about 2 hectaros, the In~ustrial Park of San 
Miguolito has nn area of about 5 hectares, and the Itdustrial 
Park of Ojo de Agua" on the Crratnora sranhlstrdoa hns an 
area of about 30 hectares. Noar )mxwin Airport sow~ land has 
also b~een sold as industrial sites. 

c. tM1pl~yrent of E~catrlates 

Panama!' s aOmr Coda favors the anitloyrnont or Pammnt~anu 
by placing quotas on the mploymant~of foreign nationals. At least 
90 percont of the workers, oxcept spacinlists and technicians, in 
con1trarcial or industrial =qinin" imust bce rwnwtinfan or foreignors
UiaL jim~t souf oncditionis, o.q. foraigm-ra nwrid to 
pavAMM or f.oroignors withi ten ytcnrs' of zealdenco. In rnfi
ition, 9 -J,-rXnL toili 1111iilm f1wi~tl* Id to~of 111111w 
1'anuiniiir. (r q-xcsui fI-l jrcnipiu c' forv l ix~wn. )oruiljn sIxvian sL 

:'..-~ S ,., .X194f 

http:Vacaton.to
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:.. . . . . . . . . . .lm,. . . r . ... ;. . - A -:.-...ie-(i:Fand technicians way not exceed 15 percent of the total number of 
emrployees but-na tiionby --be lao .aste-apmohuc-i~nstry
of Labor and Social Walfare to exceed the 15 percent limitation. 

Panama' s labor laws are generally considered to be
favorable to the employees with respect to job security and 
guarantees for full-tire work. The only exception to standard
legislation is granted by the Light Assem~bly Decree. The com
panies are allowed to enter into temporary work contracts that
contain provisions allowiing the guaranteed amnunt of emrployment
to fluctuate in accordance with the needs of the company. 

d.' -whtions fon Mtiti:on 

-COpanies that sign a Contract with the Nation according
 
to the provisions of the Manufacturing Decree can be protected

against foreign i soon as production
rpetition by tariff laws as 

-ecat local needs with r ;pcect to quantity, quality and price.

Furthermoral an Import cu:ta syst:em is available:
 

- to protect lcid infant industries (quota for the 
normalizationu #itports), 

- to shield aJzdn., unfair foreign coirpetition (dumping)
when tariff p vicLiont proves to insufficient (quota
for intcrn,4tionn~l- protc.cion) , and 

- to suppluctt thQ local supply when it cannot mleet 
local cienwnd (quota for a proportioned market). 

o. Othier flrns of Covcratunt Assistance 

Through the Manufacturing Decree the Goverm~ent is commnit
ted to several othor neirKal' and progjrams to orrlement the tax
and other incontives doscr1)ei thus rar. The Government has pro
mifk~d m~rket studios, mwas-urom to facilitate contacts with for
eign inr~rtoro, acsistance fcor the participation in trade fairs
and exhibitions. The cost of fcasibility studies can be shared

Wn education goarod to tlx- raluirmnts of industrial developnent
will receive additional Gavcarnt support. A special program
(or tho tax-free Jiqort and financing of capital goods for small
mnufacturing ccamione in tha outlying provinces has also bWen
OstAblisEod. Without spocifically referring to oupanios that
sigjna Conract wit ho the Governmentue tion under Uts low,
cbligjos all official antities to buy locally-produced goods whentho~y ta-e contmrablo to fouri pimducLs in uAmlity and price.
Wih respect Lo the prim, utiar'ard, a locally-producod good must
Iv L~urjht whun Jvn pricu JtB~ tivYdin 00o CIF prica of the
forcign gjoo nt 'pejtud by 20 iomront for In~unLrIal goods and by

40 j~n'c~mt fjat jIuttirn1 .4 a. 
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Conclu 	 ns, 


1) 	 The comp~uter system required to set up -,n information system 

Simni-lar--to--tha t-of -the- Florida -Depar tmen t-of -Commerce-,--but----

taking into account the specific requirements of the ICP would 

be: 

A small mainframe/super-mini computer of type IBM S/38
 

Wang VS-100
 

NCR 1-9050
 

This should be 	configured initially with 1,000 MB of disk
 

storage and not nore than 6 local terminals.
 

2) 	 The apolications software which is required to cut up a similar 

system to that of Florida Department of Commerce should be 

contracted to a software company. Furthor software should be 

S-	 developed in-house. 

* 	 3) Addition onnel rquired to staff the computer facility 

consist of I prograinrer/analyst and 2 terminal operators 

4) Estimatod total costs are: $ 420,000 initial cost
 

plus $ 4,850 monthly.
 

5) 	 Time required to the availability of the computer for: 

Limited use : 8 months from purchase order date.
 

Full use % 12 to 14 months from purchase order date.
 

6) 	 Word Proe :inj facilities ar provi d tnrough tiie operating 

systems of all the computers di.cuosed in thic repor. 

However, ](otterclruo~lity printorn are roquir(,d to rniike uooe of 

irIv I~ 7)~~~h 	nociLacet t~ aJ 1 hec'U.ptv 

Nicil aie ;uijra iueriolufr.31Lh o suf' 
dlIlu~Ill/v
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8) 	 Remote computing &facilitiescan' be provided to other government 

institutions, as there will be a considerable amount of Unused 
computer power available. This will involve an ad~ditional cost 
per remote terminal of between $400 and $2,000 
for the modems
 
and other equipment required.
 

7) 	 Reoeacs othe ICP data bases_ can be provided through
 
communications facilities. 
 This will involve an additional
 
cost per 	 remote terminal of between $400 and $2,000 for the 
modems 	and other equipment required.
 

8) 
 On-line access to U.S. data bases can be made through Lockheed 

Dialog Info. Services. This has a"otal cost of from $ 2 to 

$ 5 per minute of connect time*. This can bv done now. It is 
not necessary to have a coanpute,, Ju3t a co~rminai and modem 

(approx. 	cost $3,000).
 

9)i 	 Dun and Bradstreet international co:-,an.y infort,-ation data bace.s
 

are available on inagnetic tape. Coi is approximately $700 per
 
1,000 companies per year.
 

Wo have not made an explicit rocommendation with regaro to
 
equipment celection. 
 We feel 	that the 12M and Wang computers
 

described hero would both be excellent c.noices. The I1DM is
 

slightly stronger in the data base area, wheras the Wang has rather
 
better WP facilities. Their prces are very similar. a
The NCR in 

strong computer technically, but we do not see any obvious benefit
 

in return for tno appreciably higher price.
 

In Appendix A-1 we 
includv a more formal deacription of the 
technical requiremento which we have appliod to the equipment 

discuused in this report. Thene could bie u~i-,d at; the bnsio for a
 
iequunt, for t'ropooicil tint) a more fleltnilcl -# lalr t'n.de of) thv 
boutri~ ut 	 tku, received propti~ailn. 
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OPERATING PROCEDURES 

During the first few weeks after the Investment Council was established,
 
contacts between Investment Council personnel and prospective investors were
 
patterned on the procedural legacy of earlier investment promotion programs:
 
the Maquila program, DICOMEX of the Ministry of Commerce and Industries, and 
the Public Relations office of the Colon Free Trade Zone. Reflecting the
 
experiermces and orientations of their prior jobs, the employees of the new
 
In ,estment Council held divergent views on the degree of documentation and
 
administrative control appropriate to handling investment cases. They soon 
recognized, however, the need for establishing uniform procedures and a
 
minimum of management control.
 

The operating procedures which emerged in the first six months were developed 
by the Promotion and Services Offices with th_.! assistance of the All)
 
consultant on Organization and Methods. They were created with fairly modest 
goals. The first was to establish some uniformity in the treatment of 
investment clients and a normal sequence of investment development, starting 
in the Promotion Office, and terminating in the Services Office. The second 
objective was to prepare provisional documents which would be Modified and 
refined as the Council personnel were trained, and as a-itomated systems were 
developed. Thirdly, the procedures and forms were created to begin the paper 
history which is required of all government agencies. 

Steps in the Investment Process
 

The flow chart which appears in Attachment (1) graphically presents the twelve 
steps in the investment process, which is described below. The first six are 
all the responsibility of the Promotion Office and take the case from first 
contact to the decision to invest. The degree of contact with the investor 
may vary considerably and alter the amount of assistance rendered by the 
Investment Council, but the investor always goes through a predictable 
evaluation sequence beFore deciding on an industrial site. 

The sequence of operations in Services (steps 7 to 12 in Attachment 1), is not 
as predictable. Each investor who wishes to take advantage of Panama's fiscal 
incentives is required to have a Contract with the Nation, and the Council's 
participation in Contract processing is expected. However thr' role of 
facilitating financing and installation services is quite variable. 
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l.Investment Prospect:
 

The investment prospe-t is identified by the investor search process, or
 
through responses to advertising. The Promotion office initiates contact with
 
the company by mail, telephone, or a personal visit, and makes a very rough
 
evaluation of the compauies needs and interest vis a vis Panama. Many of the
 
companies contacted are dropped as "not interested".
 

2. Potential Investors:
 

Once a successful contact has been made with the firm (and this will be
 
primarily personal visits by pz-ormotors in the future), the Promotion Office
 

tries to find out what kind of new investment or factory re-location is under
 
consideration; and provides the potential investor with detailed information
 
about doing business in Panama. (A case file is created at this stage.)
 

3. Interested Investors:
 

Once the company has defined the kind of activity they would like to set up in 
Panama (the ICP is currently adapt~ng the Florida questionnaire for this 
purpose), and the Promotior Office hai checked the comijlny's references, the 
two parties begin to plan a visit to Panama. A schedule is developed for site 
visits, interviews with entrepreneurs and government officials. The Promotion
 

Office sets up appointments and coordinates the entire visit. (In the future,
 
a detailed proposal will be presented by the ICP during this step.) 

4. Prefeasibility: 

Encouraged by the site visit and the business environment of Panama, the 
company collects data from which it can estimate profitability of operating in 
Panama. The Promotion Office plays a very active role at this stage, and must
 

coordinate timely provision of information by the iesearch Office, the 
Services Office, and a multitude of government agencies.
 

5. Feasibility:
 

When the results of the prefeasibility study performed by the company are 
positive, and the company is still planning to re-locate or expand, the next
 

step is an elaborate study of all factors which would affect an investment in
 
Panama. Feasibility studies also require assistance from the Investment
 
Council, but at this stage the participation is more likely to be facilitation 
of evaluations and decision-making within other government agencies. 

6. Decision:
 

The Promotion Office's work is completed at this stage, and the company 
officers must decide whether or not to invest in Panama. 
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7. Legal Counsel:
 

The company has decided to invest, and responsibility for the investor passes
 
to the Services Office. Since the foreign company must establish a corporate
 

identity in Panama, legal representation by a Panamanian firm is required.
 
The Services Office provides lists of legal and professional firms, as well as
 
counseling on how to fill applications for the Contract with the Nation.
 

8. Contract and Concession Processing:
 

The processing of Contracts with the Nation takes place in the Ministry of
 
Commerce and Industry, bu the Services Office of the ICP provides follow-up
 
and liason services. Contracts must be signed by the Minister of Commerce,
 
the Comptroller General, and the President. Some "facilitation" is required
 
during processing, evaluation and approval to keep the contract moving.
 

9. Financing:
 

Although the ICP rarely becomes directly involved in securing financing for 
investors, this step represents the period of time after the Contract with the
 

Nation has been solicited, and before installation of the plant, when local 
financing arrangements are made, it necessary.
 

10.Public and Private Services:
 

Once the paperwork has been initiated thp Investinent Council helps the 
investor to prepare the facility for production. The ICI' facilitates contacts 
with public entities, helps secure permits, and provides lists of contractors 
and service companies. 

ll.Manpower Training: 

When the plant is almost ready to go into operation; the selection and 
training of workers begins with the assistance of the Ministry of Labor. The 
training contracts are implemented at this stage, but they are negociated and 
drawn tip in steps 7 and 8. 

12. Operations:
 

Once a new company goes into operation, the TCP continues to provide liaison 
and follow-uip services s needed. In case of Haquila companies, the ICP role 

continues to be quite active as the Services Office has an administrative 
function in tile import and export of goods from these companies. 
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The forms which document and ,tack investment cases are presented in 
Attachments 5 through 18. 

ATTACHI- TITLE OF 
M ENT FORM STEP WHEN INTRODUCED PURPOSE 

5 TARJETA Prospect (1) To track correspondence
 
(Card) and maintain a mailing
 

list.
 

6 	 HOJA DE VISITA Potential Investor (2) To facilitate preliminary
 
(Visitor's List) interviews with clients
 

7 	 GUIA DE PRO- Potential Investor (2) To provide a checklist 
MOCION for the promotor 
(Promotion 

Guide) 

8 INDICE DEL Potential Investor (2) To list the contents of a 
EXPEDIENTE case file 

DEL CASO 

9 	 SEGUIMIENTO DEL Potential Investor (2) To record actions taken 
CASO relating to an investment 
(Case Record) case. 

10 	 INVESTOR'S Interested Investor(3) To obtain and evaluate 
RE FE RE NCES refelrence s 

11 	 PERFIL DE Prefeasibility and To summarize a feasibilit) 
PREFACTIRTLIDAD Feasibility (4+5) study 

12-15 	 PASOS DE TRAMI- Contract Processing Checklist for tracking 
TACION (7) contract evaluation and 
(Processing approval 
Steps) 

16 	 SOBRE EL, Financing (9) Guide for Financing
 
FINANCIAMIENTO Facilitation
 

17 	 APOYO PARA Public Services & Guide for Installation
 
TNSTATACION Installation (10)
 

18 	 TRAMITACION Operation (12) Procedures and Fornms for 
DOCIHMENTARIA Customs Declaration of 
DE EMIRESAS Maquila companies 
MAQUI LADORAS 
(Processing
 
Marui la I)ocilment,;)
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 DICCIONARIO DE CONCEPTOS Y DEFINICIONES
 

1. ESTUDIOS SECTORIALES:
 

Investigaci6n o trabajo relacionado con los efectos y desa
rrollo de una rama de actividad econ6mica, caracterizada por
 
tener una variable o caracteUristica en comn (por ejem. Diag
n6stico de la Industria Manufacturera; An~lisis de las Cuotas
 
de Exportaci6n de Textiles y su Efecto en la Industria Maqui
ladora de Brasieres.) Los estudios sectoriales permitirdn
 
identificar nuevos projectos de inversi6n o fijar las priori
dades de promoci6n de proyectos en un sector determinado.
 

2. PROYECTO EN IDEA:
 

La conceptualizaci6n descriptiva de una empresa para producir
 
un producto o servicio especifico.
 

3. PERFIL DE PROYECTO:
 

El detalle resumido de un proyecto que contiene suficiente
 
info:inaci6n h-sica y cd!culos para que puedan tomarse decisio
nes, ya sea para profundizar los estudios (t6cnicos, de fac
tibilidad, etc.), o para lIlevar a efecto el desarroilo del
 
proyecto en forma inmediata, dependiendo del tanafio y del tipo
 
de proyecto de que se trate en cada caso, los mismos no con
tienen informaci6n inclulda en los estudios do factibilidad
 
sobre la situaci6n econ6mica del pais, descripci6n del sector
 
en su totalidad, implicaciones socio-econ6micas del sector,
 
anlisis internacionales, estructura oi~qanizacional y adminis
trativa del proyecto y/o estudio detallado del efecto del pro
yecto en la economila nacional, etc. Estos perfiles de provec
tos son de suina utilidad, ya quo permiten la identificaci6n de 
oportunidades quo son pasos previos a la realizaci6n de los
 
estudios de factibilidad, y en muchos casos constituyen base
 
suficiente para que los empresarios industriales tohien deci
siones sobre nuevas lineas do producci6n e inversi6n.
 

4. PROSPECTO DE INVERSIONISTA:
 

Es aquel quo resulta do una labor de promoci6n impersonal y 
cuyo interns se ha desarrollado escalonadainente, y se ha diri
gido mcls hacia el pais que hacia un proyecto do invorsi6n (-por 
ejem. listado enviado por McMay, Griffin & Assoc.). En este 
rubro tambi6n so aqrupan aquelios individuos o empresas que 
sabemos tionen inversiones en ultramar (por eje. ACF Industries, 
Akzo, Fedaert, RCA, Sieians, Solvay, VW, etc.), o bien aquelios 
que estfin proyc-cLt ando nuovaus inversiones en 0l exterior tpor 
ejem. empresas de Hlonig Kong, etc.). 

5. INVERSIONIST~j PO'E'r:t ICIAI,: 

Son aquellos otie re!nltan de una labor de,prowoci6n mlis ,c-r'sonal 
(a t-ravI.s de tti, na t-it o vi:sit ), y (Itic so A.1ntol70c.ia .id!1 r1 cc]loc .
tireas esp)cclfica:; qu . at (ectt' tn all inver; iones (] ,yes, -;_ner~'; 

tivos , resc:.iccic)nos, esta ;lticai;, ,to.), Uni -til deIlO(10 

identificaci6n du- 'UrOtS Ji]ci (,I' d(,,;a:rCoI o do sus proyraias d, 

http:A.1ntol70c.ia
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expansi6n de inversiones en el exterior (por ejem. Ertl Toys,
 
Mattel, Sprague Electric, GTE, General Motors, Mitsubishi,
 
Nissan, etc.). Tambi~n los inversionistas potenciales pueden
 
resultar de los efectos o respuestas de una comunicaci6n
 
inicial con los prospectos de inversionistas, o bien de una
 
primera acci6n con intereses m~s definidos (por ejem. Schoen
feld Industries, Grupo de la Continental National Bank of Miami,
 
The North American Coal Corp., J. Royal Parker Associates Inc.,
 
Grupo de Empresas MTE, Canadian Industrial Consortium, etc.).
 

NOTA: Los inversionistas potenciales se caracterizan por su
 
muestra de interns y motivaci.6n por algGn sector (turismo,
 
pesca, agroindustria, educaci6n, metalmec~nica, electr6nica,
 
confecci6n, etc.), sin mantener claramente un proyecto espe
cifico de inversi6n.
 

6. INVERSIONISTAS INTERESADOS:
 

Inversionistas en el proceso de definir un proyectc de inver
si6n en Panamd (serdn los futuros casos.) Recabat informaci6n
 
especifica del sector de su inter6s con el prop6sito de eva
luar la posibilidad de justificaci6n de un pr6ximo estudio de
 
prefactibilidad o viabilidad econ6mica. (Por ejem. Japan Tuna
 
Fish, Kendall Aquafoods, Guillette, Nova University, etc.).
 
Los inversionistas interesados pasan al nivel do "caso," coLando
 
el Consejo ha efectuado una evalulci6n de sus reforencias y
 
ellos han comenzado su investigaci6n de prefactibilidad.
 

7. CASOS:
 

La uni6n de un inversionista con un proyecto especifico de
 
inversi6n para el cual se realizan estudios (prefactibilidad
 
o viabilidad econ6mica), para decidir tentativantente su desa
rrollo en Panamd (ejem. Bali Corp., Orilla, Gurgel, etc.).
 
Se consideran cuatro (4) etapas que son:
 

(1) Prefactibilidad
 
(2) Factibilidad
 
(3) Para toma do decisi6n
 
(4) Decisi6n final (Sf-No)
 

91I'
 

http:motivaci.6n
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OFICINA DE PROMOCION - CONSULTAS E INTERROGANTES
 

1. Las cartas entran primero al Centro de Documentaci6n d6nde se las abren,
 

se les asignan un niimero, y luego, se las distribuyen a las oficinas de
 

acuerdo con el asunto de cada carta. La 6nica excepcion son cartas marca

das "personal" a "confidencial." Las consultas generales y cartas de pros

pectos son enviadas a la Oficina de Promoci6n.
 

2. En la Oficina de Promoci6n, un promotor asistente tiene la responsabi

lidad de leer y clasificar la correspondencia de primer contacto. La publi

cidad del CNI atrae consultas e interrogantes de indole diversa: inversio

nistas potenciales, personas buscando trabajo o negccio con el Consejo, soli

citudes de informaci6n de oficiales de entidades gubernamentales, y empresas
 

privadas.
 

3. El asistente separa los prospectos de la correspondencia general por
 

medio de un breve an'lisis de la carta. Trata de identificar:
 

a) el individuo quien escribi6 la carta.
 

b) la empresa o entidad.
 

c) el prop6sito de la empresa.
 

d) el tftulo o la posici6n de la persona.
 

e) cualquier cosa adicional que se puede adivinar acerca de la persona,
 

su interns en Panama, o de la entidad. 

Si se puede identificar a, b, y c, y si sc trata de una epresa que pueda 

estar interesada en invertir en Panamna, es un prosI)ecto. Si no se puede iden

tificar a, b, y c, o si no es enpresa, es correspondencia general. 

01 82 
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4. 	Correspondencia General:
 

a) 	El asistente, o la persona que tiene la responsabilidad de responder
 

a la carta)escri.be una respuesta o anota en la carta interrogante
 

cual de las cartas modelos se debe usar. Tambi~n indica si se debe
 

mandar a folleto u otro material adjunto. Pasa la carta a la se

cretaria.
 

b) 	 La secretaria mecan-grafa la contesta o prepara la carta modelo,
 

sacando 2 copias de carb6n. Despu~s sigue el procedimiento usual
 

de preparaci6n de correspondencia y archivo de las copias por asunto
 

y por fecha.
 

5. 	Piospectos:
 

a) 	El asistente llena una Hloja de Visita, fija nivel de promoci6n (fr'o,
 

tibio o caliente) y un numero que se deriva de un registro de pros

pectos manejado por Promoci6n.
 

N'imero Fecha Empresa Pais CIIU Nivel de promoci6n
 

00001 82/1/20
 

En la Hoja de Visita, el asistente saca la m5xima informaci6n de la carta.
 

De 	acuerdo con el nivel de promoci6n, basado en grado de interns y las posi

bilidades del prospecto, escoje una carta modelo, afiade otra informaci6n
 

requerida, o redacta una carta nueva.
 

b) 	 La secretaria.mecan6grafa d5 respuesta seg6n las instrucciones en la
 

hoja de visita, busca el material publicitario, y prepara todo el pa

quete para despacho, haciendo 2 copias de carb6n.
 

c) El promotor revisa las cartas y respuestas cada dia, pidiendo cambios
 

Si no ve una respuesta adecuada.
 

http:carta)escri.be
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d) Se env-an las respuestas al correo lo mis pronto posible.
 

6. 	Carpetas, Tarietas y Archivo:
 

a) Correspondencia General:
 

- Se adjunta una copia carb'n al original de la carta interrogante y la
 

secretaria de Promoci6n indica en la esquina derecha de la hoja donde
 

archivarla (cu'l carpeta).
 

- La otra copia carbon es para un archivo cronol6gico, y se escribe
 

"Crono# en la esquina de la copia.
 

- Las copias se las inandan al Centro de Documentaci6n donde estan archivadas.
 

b) Prospectos:
 

- Despu's de preparar y mandar la respuesta al correo, la secretaria adjunta: 

Hoja de visita + carta + copia de respuesta ------->Carpeta de Prospectos 

Copia de respuesta --------------------------- >Carpeta Cron'logica 

Antes de mandar las copias al Centro de DocuImentaci6n, la secretaria prepara
 

2 tarjetas de referencia cruzada. Estas tarjetas tienen la misma informaci6n 

en el mismo formato que Ileva el registro - mas la actividad economica, el 

nombre de la persona, y la direcci6n. 

Una tarjeta se guarda en !a Oficina de Promoci6n en un tarjetario alfab'tico
 

por nombre de empresa. La otra se manda al Centro de Documentaci6n para un
 

tarjetario ordenado por pais.
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INm.ro .. Empro" pars Cbdlg 

RESPONSABLE CNI: 

PROCEDENCIA: 

MONTO: _EMPLEOS:_ 

REGUERIMiENTO ESPECIALES: 

ACTIVIDAD ECONOMICA: 

UBICACION: 

CONTACTO: 

EMPRESA: 

DIRECCION POSTAL: -

TELEX: 

NIVEL 

PROSPECTO 

POTENCIAL 

INTERESADO 

CASO 

-TELEFONO: 

ACCION 

COMUNICACION 1 

COMUNICACION 2 

COMUNICACION 3 

INV. CONTESTA 0 SOLICITA INFO. 

PROYECTO DEFINIDO 

ENTREGA REFERENCIAS 

EVALUACION RE'-ERENCIAS 

RESULTADO PREFACTIBILIDAD 

RESULTADO FACTIBILIDAD 

TOMA DE DECISION 

l 
El 
El 
E 
El 
E 
El 
El 
El 
[ 

FECHA 

-

____ 

-

nESULTADO 

RECHAZADO El 

POSITIVA El NEGATIVA [] 

POSITIVO El NEGATIVO El 

POSITIVO El NEGATIVO El 

SI E NO E-1I 

OBSERVACIONES 

FECHA ACCION 

'o
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GONSEJO NAGIONAL DE INVEHSIONES. 

HOJA DE VISITA 

Ltero I fecha npemresa(raz6n social) Qits c6d'eo 

0 VISITA 0 TELEFOIIO 0 FERIA 
0 NOTA 0 RESPUESTA PUBLICIDAD 0 OTROS ____________ 

- referido par 

'ACTIVIDAD ECO'tOMICA: PRODUCTO FINAL: 

DESCRIPCION DEL PROYECTO:
 

MERCADO:
 

HONTO DE INVERSION APROXIIMADO: FINANCITENTO:
 

PARTICIPACIOI LOCALTi-INIT VENTURE):
 

NECESIDADES DE ItIFRAFSTRUCIURA:
 

UBICACION (LOCAL, TR
 

MANO DE OBRA:
 

OBSERVACIONS; 

pres|dente o reoresentarat
 

$irprridJn pnstal 

tPlex tel1fono
 

RESPUESTA CNI fecha: carta: raterlal:
 

SEGUIMIENTO I fedid : carta: _ateril:
 

SEGUIMIENIO 2 fecha: CarLa: ma terial:
 

OFICIAL D CNI: NIIIL P,'CICN:
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CUIA !j! PROMOCION 

tnLnero 	 c6digo II fecha I empresa (rdz~n social) 	 pa~is 

IhCTIVIDAD ECONOMICA: UBICACION:_________________ 

INVERSION TOTAL:EMLOGEEAO:____________ 

ETAP-A 	 ACCION 

CONrACTO INicIAL _ Nota 

EJ 1. PROSPECTO 	 En al Exterior (Lugar)_______
FECHA:____ Visita al.CNI 

INFOR14ACION SOBRE Fact Sheet
 
PANAKA. Leyos
 

Otrao Publicacionem________ 

fl 2. PO'rENCIAL INFORMACION SOBRE nom ua 
LA EMRESA - Descripci6n dal Proyacto 

Otro_____________ 

ENTREGA DE REFE.RE14C AS __ ECILA, ___ 

3. 	 -NEE.D Ik4EsrICACION DE REFERENCIAS __FECIIA, ___
 

VIABILIDAU DE LA IDEA
 

PRESEN:TACION DE PROYEC1TOS
 

AL'LRNos 

F.VALLIACION DE IJC[:NIVOS 

ES'rUDIO ~jFLIERCAIUo
 
COZISULVrA LIKGAL 

CONSULTA tIpjJ0 fbE O[I.~I, 

CONSULTA 1'ARILAS 

ri4. PREFACTI- COINSILTA CULJcf:SjUNES 
BILIDAD
 

CITA SUCIO LOCAL. _ RESULTADO:(DSROLODL 


PROYECrO) CONSULTA PINANCIAIIIENTU
 

ULIICACION FISICA __ LUGAR: 

INFRAESTRUeI'upA ESPECIAL 

PRESENTACION k'ERFIL DE 

FECILAs
PREFACTIIIILIUAD 


CONSULTAS ADICIONALLES
 

RECOPILACION DE DATUS
 

DCOAE
PACTIBILIDAD 
PRESENTACION ESTUDIUDE 

FACrIBILIDAD FECHAs ____ 

fl 5. 

FORMACIOI DE SOCIEDAD
 

ANONIMA LOCAL FECLIA: ___ 

DEIINTOMA OF LIECISIOLI SI 110H FECLIA:____ 

£. DEISIONCARTA DIE ItJjTENCIULI I'ECIIAt __ 



___ ___________________________________ 
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CONSJO NACIONAL DE INZVEPSIONS
 

IiDICE DEL EXP'EDIENTE DEL CASO 

I I .I I 1
...I 
Co.ro focha empresa (r~Aon &ocial) pis c6digo
 

FECIIA DOCUMENTO OBSERVACIONES
 

-.. ________________ ,, , - ~ ______________________________ 

1° 




COT:;WO NACTONAL IE lNVF.RSIONES 
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ATTACHMENT 9 

SEGUIMIEUIrO DE CASO 

COf / ciproa P(rT n Fioiij)aI 

ACCION /CONSULTA / PASO FLCIIA 
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INVESTRENT COUNC[L OF i'ANAMA 

I I,.;:';C'' iVI;]h.L'ViS u,+ ' !SIF'3L: 

cbtai~xll ________ount~y 

'( X:. -- , . 

PlUIJCIPht. PRODUCES CR SERVICES: 

liuk Nano aylJ AcAdx-tuft Of ficer 

1. 

2. 

C..iui tL£rw,' 3]?..,',iJ,-. " z:i,.- Offiazr 

1. 

2. 

3. 

PLAi,: .Cu 'li[: COMPM4Y'S LAST TWO AUDITED FINANIOIAL STATEYFN.'S. 
ZIXD TI1 bIGN.CD FOIRM TO: CoISe)o flaclonal de inversionu-;, Apto. 1 
Colregjiniento de Anc6n, Republic of 1,.anamA. 

L;.gnatucr of a ijt: l reprett, a- ai ¢
 
tivo of the company.
 

LJatu 
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PEREIL DE I'VEI:AUI[LIDAD Page 21 of 31
 

I.-	 TITULO DEL PROYECTO:
 

2.-	 DESCRIPCIO. Y USOS DEL PRODUCTO:
 

3.-	 CAPACIDAD DE PRODUCCON:
 

4.-	 NUERO TOTAL DE EPLEADOS:
 

OBREROS : 

S.-	 JUSTIFICACION Y HECESIDAD DEL PROYECTO:_
 

DE LA Y VOLbUEIEN 	 PRIMA6.-	 IDENTIFICACIUN CLASE DE LAS PRINCiPALES mATERIA 

Y AUXILIARES (ANEXO A):
 

NOHBRE UNIDAD CANTI DAD VAIOR ABASTECEDOR 

a) 

b)
 

c) 

d) 	 AGUA M3
 

e) ELECTRIC IDA) KWh 

f) LU8R ICN1E CALON 

g) COMBUSTIBLE CALON 

7.-	 DESCRIPCION DE LA ILANfA, UBICACION Y FL.UJOGRA."A DEL ['MOCESO DE I'RODUC-

CION 	 (ANEXO B): 

8.-	 TIPO Y CALIDAID DEL PRODUCTO FINAL: 

PODUCTO ESPECIFICACIONES 

a) 

b) 

C) 

d) 

e)
 

12 	 81 



_____ 

_______ 

Annex II.E 
9-- IDENTLFLCACLON DE USb A1( AS DiEMIERCADO Y COXRAIJORES 1POTEI.CIALES PAM AcA Exhibit 4 

PIWIJUCTO (AIIEXO C, L), E): Page 22 of 31 

Productu Palsi AMio Kilu Nto fOi/CIF PRODUCCION LOCAL 

10.- INFORMACION SOMRE PRECIOS ACTUALES DiEEXPORTACION PARA CADA PRODtUCTa
 

(ANEXO F): COTIZACIONINTERNACIONAL 


PRODUCTO VALOR 
 -UHOLAD 
 FFCIIA OFERE4TE OBSEaVACIONES
 

11.- INFURNACION SONRE LA INVERSION ItEQUERIDA (ANEXO G):
 

RUIIHO 
 VALOR 

MAQUINARIA Y F.QU[I-0 

CONSTRUCCIONELS_______ 

TEll ENUs ______________________ 

CAPITAL tiE TRAIIAJN 

10TAL _______ 

12.- RI:NrAlIILIDAD kES'IMDA DEL ITOYECTD:
 

a) Ventas Neitas. 100Z
______-

b) Co-sto O. I'roduccil ~ 

c) Ca.oancju
 

INCLUIR ANEXOS: 

+ ANEXO "A" -	 DETALLE DE LOS CUST'US DE i'RoDUCCjION. 

+ ANEXO 'Ib" -	 PROCESO DE I'RODUCCIcON. 

+ 	 ANEWO"C" - DETALLE DEL. CONSUlIO AlAHENTE lME LOS HERCADOS (ilRODUCCION4 

LOCAL + INIPORTACIONEhS-EXI'ORTACION4ES). 

+ ANEXW"D" -	 LISrADO DE EITRSAS INI'OwTADORAS. 

+ 	 ANEWO"E" HEIJIDAS AHANCELAHIAS PARA IMPORTACION DEL PRODUC1O EN LOS 

MERCADOS IICINCIPALES. 

+ ANEWO"F' 	 ESTAD ISTICAS lDECOMERCIO EXTERIOR. 

+ 	 ANEWO"C" - LTALLE DlL LA INVERSION REIQUERIDA Y 1JOMME DiELAS EMPRESAS 

AIIASTECEDORLAS. 



DECRETO DE GABINETE No.5 

PASOS DE TRAMITACION BEL CONrRAO CON LA NACTON. 

INDUSTRIAS MAOZI LADORAS 

~z:Ns~a~.______________________________FECHA DE ENTRADA: 
ACT::=Aj- ECONCMCA_______________ 

ZZM=CCN DZL PRODU CTO FIN.AL: 
= LAT1 :NVERSiON:___________________ 

ZN DscR:PCICN OFICINA/DEPTO.OPATV ENLACE CEK - OSERVACION 

C.N.i.-*a -uac 16n Servicio al. Inversiornsta IRA
 

m.ecanografla -:RA
 

m.a dell :nteresado -- ZBA 

Firma del. Ministro Desr-acho Superior .-

CSR--FeR e,. s _46 Dir. Consular Comercial Z:ja.B. Delgado. 13 
'.erificaci45n Asevira Legal --,c. c~s .PTovar : 

-=ra d.el Contra'-or ZDesnac., Stzoerior .ic. Efrain Berrocal 

wM.pe.Verificaci,5r Asesorfa Legal Lic. Troyane C 
0 ZAsignaci~n Despacho Superior Lic. Ricardo Paredes 


Firza del. ?residente Presidencia LjIc.Ricardo Paredes 13
 

M.C.Publicaci~n Propiedad Industrial Abdiel Zim.6nez. E0 

FECHA DE SALIDA______ --q 

m 
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CODIGO MINERO:
 

PASOS DE TRAMITACTON DE CONTRATO CON LA NACION 

EXPLORACION Y EXPLOTACION NINERA 

RAO SO~CIAL _____________ FECHA DE ENTRADA:________ 

ACT:V:DAD ECONOMICA: 

=ESCR:PC1CN DEL PRODUCTO FZW;AL:_____ 

XMDNTO ZE LA :NVERSIcN:_________ 	 EMPLEOS GENERADOS _______ 

N72DDrSCR:PC:ON IOFIC.N-Af D)EP-o OPVERA'I.VD ENLACE IC1.EC, 	 BEVCO 

--	 eas 
ecvis~dn Asesorfa Lecaa Lie. Kaliope de ArionaC
 

Concers'5n Conse~c de Gabinete ZDr.Arturo Vallarino C
 
Xecano~rafiado Ccrataci6n Lie.Ooris Moreno
 
Rev is i 8 Asesorla Leca.- .i. Xalione de Arjona C
 
a~~ del Interesado ZDir.de Rec. M,erales :ic. Mgrida.
 

Firma del YMinistro Despach~o S,.perior Dr. Arturo Vallarino C 

".:= .c: ~a~&.r.ecrc 	 Lic. M.6rida C 

C.Cral.Rep. 	 Revjs46n Dir.Ccrnsular Conercial Lie. Juan B. Delgado 
Ver-ificaci46n Asescria Lecal Lie. C~sar T'ovar C 
Frna. del Contralor Des~acho Superior Lie. EfraEr. Berrocal C 

M. /Pres. 	 Verificaci6n Asesorla Legal Lie. Trc'ano 
Asicrnaci.&' Despac~ho Superi.or Lie. Ricardo Paredes C
 

Firma del Presidente Fresdencia Lie. Ricardo Paredes
 

M....Publicacidn 	 Prcpiedad :ndustrial. Lie. Abdel Jimenez C 

FECHA DE SALIDA:___________ 

(ON~ ri 

C-) 

CJI
 

http:Superi.or
http:OPVERA'I.VD
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CONS1EX1ONACIONAL DE INVER!itONE'3 

SOIkRE El. FI ;AlNCIAMIENTO 

I[OJd dC Sczuuinto ForuJa: 

RAZON SOCIAL_ CONTiOL Nu. 

ACTIVIDAD ECONOGICA_ EKPLLOS CEN4LiAL'ah. 
DESCRIPCION DEL PROYECTO: lNVERS ION TOTAL:__/ 

VALOR DEL PRES'I'AM" A LARGO P'LAZO: VALOR DEL PHESTA.iO A COlIO i'LAZO i_/ 

JBJt"TIVO DEL 1 kESTA3: OILUETIVO DEL P'RIESTANGO: 

F[ECILADE ENTHADA: FErIIA 11P.:'AI.IflA 

A. EITIUAD 'INANCIERA: 

HANCO HAUIONALj ........................ GEILtJCIA:
 

C.O..I.N.A ............................. 0 UlRLNCI A;
 
IJANCO DE DESA ftOLLO AGRUPEkUAiLU: ... [CEENCIA:
 

0 T R 0 S LB~| tCA
 

.-- __-]GER NLIA
 

-______ _____ Ou:iI.NCIA%:
 

H. 	 E T A P At 

11 LI 00 

In 	 U 13 3Pczeca I ificd*ci6n F lr 

i:v u~ci6ni/Anfi *u 0 	 0 nu 
6
 

C ,rCte 'cno 	 0 n 

, 2t Cd o _] 0. 	 0 
C611ate tic cr~dmo 13 	 nI 
Junta DILev tiv 03 n
 

Ltqjl 'i trub Q 0 o
 
D wt:.lbuh,.o. 0 
 13 n 

0JIS ;H:8VAC 2O:IN; 

)
 

http:PHESTA.iO


__________________________________ 

________________________ 

__ 
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FURMILARIO 9 
LUtd-.LJUj tClUIAL bt: IwdIj:Ic1AlNLS. 

AVUY0 VAAI tJ1.VALAC ON 

HIWA DE SECUIMIEIITO FOkt4A: _____ 

HAZON SOCIAL: ______________CONROL 
No.________ 

ACTIVIDAD ECOOICA.__________________________ 

DESCRIPCION DEL PRODU CO__________________________ 

INVEWSION TOTAL V_/ EPLO0b QENEADOS:_______ 

A. LOCALIZACION: 

I .Ubic~ci~n PropueutA; 

Mnbpi~ecc16n kisica Al 0 rFcijA; __________________
 

I NO
 
4 .Comentarios/Evduci6n; 

5.Contra~tac16n:: Cov.pra~f Alijuilec 03 cutwusj6n 03 
6.1'echu dio IniluC Lit NLeJucidci6: _ Feciad Le liqesolucj6n 

1I.CUNSTHiUCCION Y Vf.WELUACl-tJ; 

l.Efltrecj Lie IisL..jo du. cunLructuieNUecord)re. Y10 CojitfL&4t4! 

3 
.Autorizaci.:i de pl..nus y I'.futt-u du Cui-~trucci6ni0
 

4 .I'uh 
 Lie 1111C10 du. CosaAfUCL16ii, iech. due trltreya Ld ie br 

1a. INI*1AfLS''kIICj'U1 DE ACLU; Y ±!LIVICIo-S -UILILUS 
1. MiiiiLteL.) du~ Oltj l.6t1licau: I!.110et&uectur.. ivt:er id.: 

h..u,,rc del Lid...... 
1lttu: 

Fecha. doi S(JllclLud; _________ch.. 
di Itaulocj~.;
 

Ncjmkjre del 
Los:_____W~tg.:________ 

INIALLE 
I LLIUNU I E . EX C/hILL
 

keci die 50i~citud
 
PecdLe 
 lntt.lac16n. 

Numubre del enlace 

5. COHHELJSNACIONALES Apartado I0l..I Q~-

Pech., de Solicitedi lecd.Le Asjijnje10ru: 
Nombre del Enlace. 

Tclefol. 
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TRAMITACION 	DOCUMENTARIA DE EMPRESAS
 

MAQU ILADORAS
 

El Programa Maquila establece la utilizaci6n de los formularios
 

"Declaraci6n de Entrada" y "Declaraci6n de Salida", para la
 
internaci6n de maquinaria y materi.a prima para la exportaci6n
 
del producto final ensamblado, respectivamente.
 

DECLARACION 	DE ENTRADA:
 

Una vez llegue al pals materia prima 6 maquinaria a ser utilizada
 

en el proceso de producci6n de la empresa, la empresa deber, comple

tar la Declaraci6n de Entrada, la cual debera estar acompaada por
 

los originales de:
 

-- factura comercial
 
-- conocimiento de embarque
 
-- factura consular
 
-- otros documentos requeridos (resueltos, certificados,etc.)
 

Esta Declaraci6n, conjuntamente con los documentos mencionados, debe 
ser llevada a la Oficina de Servicio al Inversionista del Consejo 
Nacional de Inversiones, en donde un funcionario autorizado firmars, 

sellara y asignarg un n6mero de formulario a dicha Declaraci6n de 
Entrada. En el caso de tratarse do una empresa ubicada en Col6n, 
la Declaraci6n deber. ser llevada a la Sub-Gerencia General de la 
Zona Libre de Col6n, quien firmar5 y sellardi dicho formulario, provia 

consulta con el Consejo Nacional de Inversiones, cl cual informarg 

al enlace en Col6n el n~mero quo so le asignar6 a la Declaraci6n. 

En elcaso de empresas ubicadas en el Interior dc la Roplblica, so
 

coordinarg con otras entidades estatales para quo sirvan de enlace
 

con el CNI para estas tramitaciones.
 

Luego que el CNI haya firmado y sellado la Declaraci6n de Entrada, 

el interesado llevard 6sta, a la Oficina Central de Liquidaciones 
de la Direcci6n General de Aduanas, Calle 50, a fin do que un 
inspector firine y selle la Declaraci6n y le asigne un n'mero de 

control aduanero al formulario. En elcaso de quo la empresa se encuen
tre ubicada en Col6n, el interesado deberi llevar la Declaraci6n a 

la Oficina Central de Liquidaciones do la Aduana do Col6n, quienes 
realizargn el mismo trcmito do sellar, firmar y asignar tin ndmero 
de control aduanero al formnulario. 
Una vez cumplidos ambos pasos, el interesado so d:irigir6 a la aduana 
(puerto K2 entrada) respectiva a recIamar la mercancla. 

AlI Ilegar el einbarque a la emqipresa , el inspector residente on la 
empresa deber:d inspeccionar ]_a eritrada de2 embarquc y cotcjera con 
lo declarado. A]. fina]izar esL procedijmon to fi.rmarn iua] incntc 
la "DocIaraci6n de .n ]o0rada",cta bar cons La quc o a not ao.1 
en la Decaraci6n -u6 o (UO cuIccL1.jv(aticntt cll ,6 a las :irs La].ac.ciones 
de 1a emprosa. En c a so (le habe 17 (;fc.i as , ,procLdr I d acuurdo 
a las normas establcc idla.S poi la )ircccj 6n ((cauv 1 do Aduanas 
(excepcione.s;, alcances ,ec.) . 

http:IccL1.jv
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DECLARACION DE SALIDA:
 

En cuanto a las "Declaracienes de Salida", el interesado
 
completerd 6sta cuando realizarA exportaci6n del producto final
 
eT,' amblado. Esta Declaraci6n deber6 estar acompafiada por la
 
Factura que la empresa confecciona a su comprador y llevard
 
a la Oficina de Servicio al Inversionista del CNI ambos docu
mentos para que sean firmados y sellados. En el caso de tratarse
 
de una empresa maquiladora ubicada en Col6n, se utilizarg el
 
mismo procedimiento que con la Declaraci6n de Entrada.
 
(Se coordinard con otras instituciones estatales para el caso
 
de empresas ubicadas en el interior de la Repiblica).
 

Luego que la Declaraci6n de Salida ha sido firmada y sellada
 
por el CNI 6 por la Sub-Gerencia de la Zona Libre de Col6n
 
(en caso de que la empresa est6 ubicada en Col6n), la Decla
raci6n de Salida deberd llevarse a la Oficina Central de
 
Liquidaciones de la Dirocci6n General do Aduana, Calle 50,
 
6 a la Oficina Central do Liquidaciones do Col6n (para el
 
caso de emprescs ubicadas en Col6n).
 

Una vez realizados ambos tr~mites, la empresa procederg a sacar
 
el embarque de su dop6sito, con la supervisi6n del inspector

residente en la empresa, quoin despu6s de cotejar lo que sale 
con lo declarado, firmarl igualmente la "Declaraci6n de Salida", 
con lo cual hace constar que todo sti en orden. 

Seguidamente el embarque se l1evari al puerto do salida respectivo 
para efectuar la exportaci6n, con todos los documentos requeridos 
adjuntos.
 

DISTRIBUCION DE COPIAS DE LAS DECLARACIONES DE ENTRADA Y SALIDA:
 

Ambos tipos de declaraciones constan de original y 5 copias.
 
La Oficina Central do Liquidaciones de la Aduana es la encargada
 
de distribuir las copias asf:
 

Original: Interesado
 
Duplicado: Dirocci6n de Aduana
 
Triplicado: Contralorfa General de la Repiblica
 
Cuadruplicado: Aduana do Salida
 
Quintuplicado: Dep6sito
 
Sextuplicado: Coordinaci6n del Programa Maquila
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MINISTERIO DE HACIENDA Y TESORO 
DIRECCION DE ADUANA 

DECLARACION DE ENTRADA 
EMPRESAS DE ENSAMBLAJE 

FORMULARIONo. 1,502 

CONTROL ADUANERO No. 

PANAMA,- de. 19_ 
CONSIGNATARIO 

EMPRESA EMBARCADORA VAPOR 0 CIA. 

PUERTO DE DESEMBARQUE No. DE CONOCIMIENTO 0 GUIA AEREA 

PAIS DE PROCEDENCIA No. DE FACIURA 

FIRMA DEL CONSIGNATARIO
 

IJULrOS 
 PS AODESC. DE LA MERCANCIA UNIDAD CANT. PESO VALOR
 
CANT. CLASE 
 NETO BRUTO F.O.D. 

TOTALES 

SELLO Y FECIIA
Firma del Fuoclonario Aduanero que 

Revisa y Aprueba 


