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g. Covenants

The Cooperating Country shall covenant that, unless A.L.D. otherwise agrees in
writing, it shall:

1] Maintain sub-loan interest rates at not less than the average of
the BNP's cost of capital, the interest rates charged by devclopmcnt
institutions and interest rates charged by commereial banks in Panama;

(2) Set aside for TMA Services three points of the sub-loan interest
rate; and

(3) Cause the BNP to cstablich subloan interest rates quarterly for
A.LD. review.
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used to finance technical assistance and training costs related to estaktlishing the
system. The $98,000 in GOP counterpart (LOP) funds will finance operation of the
system.

The Employment Development Division of the BNP working as an
intermediate credit institution (ICI) will make investment and working capital
loans to labor-intensive small and medium size firms in manufacturing,
construction, commerce and services sectors throughout Panama. This new Supervised
Credit Program (SCP) will help alleviate some of the constraints to small and
medium business access to credit. AID Grant Fund ($150,000) will provide technical
assistance to the BNP required to establish the program. Approximately 3,000 new
jobs (1,600 direct, 1,400 indirect) are expected to result from $10,000,000
(35,000,000 AID, $5,000,000 GOP) in supervised credit on-lent to some 300-350 firms
over the four year life of the project.

[t is the Mission's conclusion that the Fmployment Planning and
Generat ion project appropriately addresses three major the constraints to
employment gencration. Tt addresses policy constraints inhibiting increased
private investment in labor intensive activities, initiates a model credit program
directed at small and medium businesses and upyrades manpower information for use
by the GOP, employers and employces,  The project has been determined to be
cconomically, tinancially and administratively sound; the implementing institutions
have been found capable of implementing the planned activities; the project meets
all applicable statutory criteria (Annex IT) and, therefore, is considered ready
for inplementation,

D. Financial Summary

It is expected that AID Loan and Grant and GOP counterpart funds
will be allocated as follows:

Financial Plan
(US $000)

USAID  GOP TOTAL
DL ba
Amployment Policy & Planning
PARS 625 2080 905
MIS 200 98 298

Supervited Credit Program

scp 5000 150 6500 11650
TH00 ‘












.
a. Policy Analysis and Research System (PARS)

Evidence of the establishment of a Policy Analysis Research
System within the GOP, composed of an Employment Development Commission and a
Technical/Administrative Unit with the appropriate procedures for registering and
utilizing private consultants.

b.  Manpower Information System (MIS)

A time phased implementation plan for the utilization of
technical assistance funds,

C. Supervised Credit Program (SCP)

1- Evidence that a staffing plan has been established for the
Dmployment Development Division of Banco Nacional de Panama and that personnel have
been hired to fill vacant positions.

2- Fvidence of arrangements to piovide TMA to the
sub-borrowers, through private consultants, describing the procedures for
registering and utilizing the TA Services.

2. Covenants
The Cooperating Country covenants as follows:

1- Unless otherwise agreed in writing by AID, to maintain
sub-loan interest rates at not less than the average of BNP's cost of capital,
interest rates charged by development institutions and intere st rates charged by
commercial banks in Panana. Three points of the sub-loan interest rate will be set
aside for TMA. Sub-loan interest rates will be determined quarterly by the BNP and
reviewed by AID.

2- To conduct joint evaluations of the project as may be
esiablished by implementation letters.

H.  Project Development Group

AID
USAID/Panama

J. Michacl Patrick/ABD - Project Manager
Douglas Arnold/CONT

Tom Chapman/HRD

L. Harlan Davis/ABD

Robert Hootnan/0OnDp

Harald Marwitz/ARD

Steve Ryner /ODR

Ben Severn/opp

Rernai Velurde/ODR



USAID/Washington

Alan Broehl/PDC/OLAB
Clarence Zuvekas, Jr./LAC/DP
Peter Bittner/LAC/DR

Q0P
Ministerio de Comercio e Industria (MICI)
Lic. Antonio Richa, Director Macional de Desarrollo
Empresarial
Lic. Bosco Quintero, Director General de la Pequefa Empresa
Lic. Angelina de Gracia, Direccién de la Pequefa Empresa
Lic. Odila de Espinosa, Direccién de la Pequefa Empresa
Ministerio de Trabajo y Bienestar Social (MITRAB)
Lic. Norberta Tejada, Directora Nacional de Empleo
Lic. Miguel Del Cid, Jefe del Depto. de Andlisis y Poifticas de
Fmpleo
Banco Nacional de Panama (BNF)
Lic. Jaime Simons, Director FODEM
Lic. Jaime Rivera, Sub-Director, FODEM
Lic. José De Ia Guardia, FODEM
Ministerio de Planificacion y Politica Foonomica (MIPPE)
Lic. Au-ora de Correa, Jefe, Seccién de Recursos Humanos y
Rmpleo
Consultants

Nelson Wall, Industrial Engineer, Georgia Institute of
‘Technoloqgy

Dr. Guillermo Chapman, Fconomist, Presidente, Investigacién y
Desarrollo, S.A. (INDESA)

Lic, José Galan, Fconomist, Investigacién y Desarrollo, S.A.
{INDESA)



Special Review

The Honorable Lic. Ricardo de la Fspriella, Jr., Vice
President, Republic of Panama

The Honorable Ing. Arturo Melo, Minister of Commerce and
Industry

The Honorable Lic. Oyden Ortega, Minister of Work and Social
Welfare

Lic. Luis Arias, General Manager, BNP

The Honorable Lic. Orville Goodin, Viceminister of Planning
and Economic Policy

The Honorable Ing. Rodrigo Spiegel, Viceminister of Commerce and
Industry
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Ministry of Planning and Economic Policy (MIPPE); Department of Analysis and
Employment: Policy, National Employment Directorate, Ministry of Labor (MITRAB) ;
Department of Training Needs Surveys, National Training Service (SENAFORP),
Ministry of Labor (MITRAB); Executive Directorate of Human Resources Planning and
Utilization, Human Resources Training and Utilization Institute (IFARHU) ; and
Department of Administrative Planning, Ministry of Planning and Economic Policy
(MIPPE). Other institutions occasionally engage in manpower related studies but do
not maintain a permanent staff of manpower analysts. The Department of Statistics
and Census, while the major collector of manpower information, does very little
data analysis. If it is able to develop and maintain a human resources/manpower
"data file" as part of the general data bank that it is planning, it will be added
to the above list of participating agencies.

The MIS will be managed by the National Fmployment Directorate
of the Ministry of Labor because it has by far the largest staff of manpower/human
resources analysts in Panama; 1t has established previous working relationships
with MIPPE, IFARHU and SENAFORP; it has continuous and respected technical
leadership; it has a recognized GOP mandate for compiling, analyzing and
disseminating manpower/human resources information, and it has recently made
significant improvements in the quality of its analysis staft and their work ing
conditions,

This Project activity will not require additional inputs from
any of the participating agencies., There is an adequate number of persons already
employed in the manpower analysis related activities to carry out the workload
requirements:

Agency Number of People 1/
1. Department of Social Planning, MIPPE 6
2. National Fnployment Directorate, MITRAR 22
3. Department of ‘Praining Needs Surveys, 6
SENAFORP
4. Executive Dircctorate of Human Resources 10

Planning & Utilization, ;FARHU

5. Department of Administrative
Planning, MIppE 6

%7’lnc1udon clerical staff. ‘hese estimates are based on interviews 1. Auqust,
979 and modificd from subsequent inquiries,
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The disbursement period for program resources is estimated to
take place during a four year period from the date that it goes into effect.
Due to GOP interest and advanced planniny it is believed that the disbursement
schedule for the project will be met without delays. The GOP/AID disbursement
schedule is shown below showing annual disbursement of 13.4%, 27.3%, 33.1% and
31.2% respectively. AID's proposed reimbursement schedule by quarter is shown
in Annex XI. Percentage wise the disbursement schedule for AID funds will be
distributed 14.3%, 22.9%, 33.5% and 29.3% during the four year LOP,

PROJECT DISBURSEMENT SCHEDULE BY YEAR AND COMPONENT OF FUNDING

($000's)
Component | 2 k] 4 TOTAL
MI1S 80.0 120,0 - - 200.0
Scp 650.0 1,000.0 | 1,750.0] '1,750.0 | 5,150.0
TOTAL USAID| B855.0 1,370.0 | 2,000.0| 1,750.0| 5,975.0
PARS 70.0 70.0 70.0 70.0 280.0
MIS 34..5 61,5 - - 98.0
SCp 776 .8 1.3316.8 LI N X 2,004 4 6.362 .1
I.QIG.LW GO I" f”t 1.1% ] . W10 . 4’ :”.’ ;l /g . ’o’ 2 ' 2’] o h fpl "'o().]‘
GRAND TOTAL1,696.,1) SOBA0L,2 4,204 00 1 3,904,461 12,715,
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Maximum loan amounts and loan terms in 1981 dollars will be as

follows:

Type of Loan Industrial/Construct ion/Manufacturing
Maximum [oan Size $100,000

Interest Rate: Letermined by the formula

presented below with a
J point cet aside for financial of
technical and wnunagement assistance.

Maximum Repayment Period:

Fixed and Working Capital - 10 years
(3 year Grace Period)

Miaximon Collateral 95% collateral - 5% cash

Maxtmen ($) Investment Per Job Created:  $10,000

Yiee o loang Commerrcial
Maximum [oan Sizes $ 50,000
Interest Rateg Determined Ly the fomula precented below

with 3 point set asi{de for (inancing of
technjcal and management assistance,

Max imum Je-payie-nt Periods
Fixidd and Working Capital - 1V yearn

(5 Year Groace jxep o)

Maximen Collategal; 85% collateral - 19\ cash
Maxitaen [Tnvestitent
Iveg b Created; 35,000

Tyie of {onang Bervico

Maximum [pan Hizel $ 10,000
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Interest Rate: Determined by the formula presented below
with a 3 point set aside for financing of
technical and management assistance

Maximum Repayment Period:

Fixed and Working Capital - 7 years
(3 Year Grace Period)

Maximum Collateral: 90% collateral - 10% cash

Maximun ($) Investment
Per Job Created: $ 5,000

The formula for calculating sub-loan interest rates involves
determining an average interest rate composed of - (1) the BNP's cost of capital,
(2) the interest rates charged by development institutions (c.q., COFINA, MICI,
BNP's industrial development bank window) and, (3) the interest rates charqged by
commercial banks in Panama,  To dervive the sub-loan interest rates tirst have to
be determine tor each of the BNP/SCP loan categories --
industrial/manutacturing/construction, comnercial and services.  The average of
these will be the interest rate charged on sub-loans, (See Annex X1 for
illustrative and numerical examples),

4. AID, Administrative Management

The project has been developed 1n accordance with AID Handbook 3
andd 13, Standard provisions for loan andd grant activities will be utilized for
procurament of qgoods and cervices,  All country contracting 16 expected to be
acconplishid by the inplementing agency,  However, shoald AID's acsistance be
required 1t 1n pot precluded,  In arplementing of the project AID's 1ole will bx of
to tonitor project activitie:s and evaluate jointly with the (OP project
accunplichment 1n light of project objectives,  Dittarsetents are expected to
made In accordance with norral AID reimbarsenent proaxdures, Distarsem-nts and
loan repaynents will e mde 1o U5 dollars,  Since the local currency, he lalloa,
19 quivalent to the 115 dollar, no foreign exchange loss 16 conssider«d,

I, Implementation Itlan

The antacipated cusquence of major events 1n the fmplepentation of this
project 16 an fo)lown:
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b.  Adequacy of program publicity,
C. Geographic coverage,
d. General administration

2. Final Evaluation

During project paper development, the IBRD expressed interest in
sending a project evaluation team to consider a second traunch for the credit
camponent of this project as early as October 1982, This could happen prior to the
first evaluation. The Mission feels that regardless of the IBRD team timing and
conclusions, the final evaluation will be a critical determinant of future support
for thLis employment generation program. This evaluation, then, will he focussed
upon impact. In general, it will try to determine the additional employment
generated in Panama attributable to the program - either directly through
sub~-loans, or indirectly through policy reform, introduction of new policies or
through improved manpower information

This evaluation is tentatively scheduled for between 51X and three
months betore project termination and carlier if it becanes possible to combine the
AID evaluation with a technical review by other potential donors, In addition to
the foregoing and general issues the final evaluaticn will consider, for the PARS:

a.  Study impact, including the level of consideration of stuay
ronclusions, the results of recommendations of studies which have been implemented
and,

b. cost-effectiveness of the policy unit,

For the Manpower Information System;

a.  Validation that credit to the selected target qroup is
cnmployment-intensive,

b.  Clarify that subloan reflows are being effectively utilized
for program obiject ives.

For the Supervised Credit Programg

A, The utility of thig system to planners and workers, as well as
fts cost vs its benefits to dentified beneticiaries,

3. Special Fvaluat jons

Iring the courne of project fmplanentat jon PARY may examirue a
policy or program which ecither the GOP or the Misnion with to pursue and further
examine,  Thene special evaluat fon HUKH«wswillPn-(xuxhuncxlanzrn1nwnuny'in
cooperation with Panamanian author itien and other fonors try Panamanfian, A1D direct
hire or other connultanty an required,
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c. Source and Origin of Goods and Services (Grant)

Goods and services, except for ocean shipping, financed by A.L.D. under the
grant shall have their source and origin in the United States or in Panama,
except as A.LD. may otherwise agree in writing. Ocecan shipping financed by
A.LD. under the Grant shall, except as A.ID., may otherwise agree in writing,
be financed only on flag vessels of the United States.

d. Condition Precedent to Init.al Disbursement

Prior to any disbursement, or the issuance of any commitment documents under
the Project Agreement to finance other than technical assistance, the Cooperating
Country shall, except as A.LLD. may otherwise agree in writing, furnish to A.LD.,
in form and substance satisfactory to A.LD.

(1 Evidence of the establishment of a Pollcy Analysis Research System
("PARS"), composed of an Employment Development Commission and a
Technical/Administrative Unit and the establishment of appropriate proce-
dures for registering and utilizing private consultants,

(2) A time phased plan and budget for the utilization of technieal
assistance for the PARS and a preliminary list of studies to be undertaken,

e. Condition Precedent for Disbursement for the Supervised Credit Proornm

Prior to any disbursement, or the Issunnce of any commitment documents (Loun
and Grant) to finance netivities under the Supervised Credit Prosram ("'SCP"),
the Cooperating Country shall, except as A.LD. may otherwise agree in writing,
furnish to A.LD., in form nnd substance satisfactory to A.LD.:

() Lvidence that a staffing plan has been established for the Ilmploy-
ment Development Divislon of Hanco Naclonal de Panama ("BNP") and
that personnel have been assigned to key positions,

(2) Evidence of arrangements to provide technienl manmrement nssls-
tance ("TMA") to the sub-borrowers, hrough private consultants, which
Include the procedures for registering private consultants and utilizing the
TMA services,

(3)  The eligbility requirements to be applied In the SCP to ensure
that credit s provided anly to small and medium sized enterprises that
are unnble to obtnin eredit from the commercinl banking system,

{. Condition  Precedent for Disbursement for the Muopower Informntion

Bxshﬁnt

Peior to any dishutwement, or the Lsuance of any commitment doeument-. under
the Project Agecement, to finnnce netivithes under the Muanpower Inforimntion
Syatem, the Cooperating Countey shall furnizh to ALDL dn form and subitance
mtisfactory to ALD, n tme plased fmplementntion plan nnd budget for the
utillzation of teehnleal assiatanca for the Manpower Information System,



http:mrwtn.nt

Page 3 of 3

Covenants

The Cooperating Country shall covenant that, unless A.LD. otherwise agiees in
writing, it shall:

Clearances:

0 Maintain sub-loan interest rates at not less than the average of
the BNP's cost of capital, the Interest rates charged by development
Institi.itions and interest rates charged by commercial banks in Panama;

(2) Set aside for TMA Services three points of the sub-loan interest
rate; and

(3) Cause the BNP to establish subloan interest rates quarterly for
A.LLD. review.

Acting Assistant Administrator
Burcau for Latin America
and the Caribbean

Date

GC/LAC:BVeret: 3/ date */ ’];ubjcct to explration of CN walting period
LAC/CEN:WmLuken: .~ date *' 7
LAC/I)R:MHrown:. date

GC/LAC:DXAdnms:ckg:?7/16/81:29183
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Annex II

HANS, NI ) NE,
Lammnn-oun 3, App 5C(2) r 313

e —

11 of 12

LFN ity AL

iy .".. 1179

VADE M,
sc(:»)--,,_l

3. gu'ggo'g: :::.t‘]!"" Salely for Economic 3. FProject Criteria solely for Economic

Support Fund.

a. FAA Sec. 531(2). Wi11 this assistance
support promote econcnic or political stability?
To the extent possible, does 1t reflect the
policy directions of section 1027

b. EM §§§, 533, N1 assistance under b. No
this chapter be used for military, or
paramilitary activities?

a, Yes
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ENVIRONMENTAL RECOMENDATION

An YEE was presented to the PID requesting a Negative Determination for
the Project's Threshold Decision, since the project is going to be
implemented through an ICI. Regulstion 16 on Environmental Procedures
indicates that an environmental Impact Statement is not generally required
if it falls into a categorical exclusion such as (C, X) "Support for inter-
mediate credit institution when the objective is to assist in the capitali-
zation of the institution or part thereof and when such support does not
involve reservation of the right to review and approval individual loans
made by the institution." Due to the acope of the individual subprojects
the Mission does not foresee any action having a significant effect on the
environment,
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REPUBLICA DE PANAMA

VICEPRESIDENCIA

12 do marzo.ds 1981

Ing.- Aldelmo Ruflz
Director

Agoncia Internacional
para ol Desarrxollo
E.5.D.

Estimado Ing. Rufz:

Conocoedores de la importdncia que el Ejocutivo tiene en ol
Programa de Planificacibn y Genoracién de Empleos quc el Go-
biurno Central noe oncuentra intercsado en implementar, me
permito informarle qua se han impartido las {nstruccionesy

al Ministerio de Comercio e Indutrias, para quo {ntegre una
unidad técnica administrativa que usca rosp wsablo de oncamina
actividades de cutudios, planificaciédr y recomendaciones an
6l fortalecimiento dal sector del naequcido y mediano uajdrasaris

Atentamenta,

R. DE LA ESPRIELLA Jr.,
Vicoprosidente do la Roplblica

/yb
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can
Estimado Sedor Rufz: - | |

Tomando como referencia la nota N°® 80(102-012)014 dol 26 de
febrero de 1980, en la cual la Gerencla de esa Institucidn

me desligno para que negocie Y encargarme del Programa denoml
nado Generacidn de Empleos, me place Informarle, que luego

de mds de un ano de negoclaclones hemos conclufdo responsablae
mente las negoclaclones del mismo. -

El Programa de Gencraclén de Empleos, cuyo objetivo es e) de
fortalecer y fomentar pequefias empresas, Industriales, comer-
clales o de serviclos; que contribuyan a crear nuevos empleos

permanentcs, contard con tres (3) componentes a saber: Asly
tencla Financlera, Capacltacién y Asistencia Técnica. E) capl
tal senilla del Programa correspondiente al fHrea do responsia

bilidad del 8.K.P. ha slido estimado en B/.11,650,000, distri”
buyendose de 1o sigulente manera:

fuente Total Asistencia Asl-tencla  Gastos
Financlera Jecnlca de Ope-
raclones
Total 8/.11,650,000  1/.10,000,000 ®.150,000» ¥.1,50).000
A.1.D. 5.150,000 5,000,000 150,000 -
Coblerno 5,000,000 5,000,000 - -
B.M.P, 1,500,000 - - 1,590,000

* Fondos para encuesta por ¥.50,000 y gastos de Organizacibn del

Programa por . 100,000,
Wms

s - e

RECrIVE |
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Es de resaltar la particlpaciédn en el Programa de otras agenclas
estatales, como lo son el Ministerlo de Trabajo y el de Comercio
e Industria, en Areas de responsabilidades claramente especfflica
das en 1o que a polltlca de fomento de pequefas empresas y capa
cltaclén de mano de obrao se reflereo. -

Me permito Informarle que ¢! B.N.P. y el Goblerno Nacional han
dado los pasos necesarios para garantizar la disponibilldad de
fondos del Programa, pertinentes al ano 1981; esta Instltucidn
aslgn6 1a suma de .207,009 en su presupuesto para afronter los
gastos operativos; el GCoblerno Naclional mediante la partica que
se distingu. con el c¢bdigo 0.27.1.45.8.18.004.3, aslygnb la suma
de I/.500,300 como aporte al componente de Aslstencla Financlera,
corraspondliente al afo 1901,

Una ves mas de reltero el Interes de disponer dal aporte do la
A.1.D. al caplital semlila del Programa, motivo por el cual, hago
sollicltud formal de las mlismas.,

Atentamente,

¢
\ b g
Ll% ime AL 9imons B,
Ceo cqgﬁ‘[je7utlvo del FODEM
JESB/ PG/ da

c.c. Lic. Luls A, Arlias - Gerente Gencral del B.N.P.






égégg;éaétﬁZé;zr A égizz;zzp7zaé

-.@Zmzndr, 10 de junio de 1981,

Ministerio de Trabajo y Birnestar Social

DNE-Nota N° 1.98,81

Ingeniero

Adelmo Puiz

Director de la Agencia para el
Desarrollo Internacional (AID)
E. S. D.

Sefior Director:

Consi{derando los avances logrados en las roestructu-
raciones técnico-administrativas llevadas a cabo en la Di
recci6n Nacional de Empleo v el Servicio Nacional de For-
macifbn Profesional, deseames refterarie nuestro interés
en ¢l Proyecto de Planificacibr y Generact6n de Enpleos,
que ticene como contraparce vartas aqgencifas del (mbxornoNn
cional.

En egte sentido, le rensvateds pnuestro interfs ;arti
cular por el componente re'<tonado con el fortalecimfen=
to del ststema estaufstico para !a planif_.cactbn del em-
pleo, ¢l cual, estamos gsequron, constituirf un valtoso a-
poyo para la qestifin de las diversas entidades {nvolucra-
daa con programan de mano de obra Y., en c¢upecial, para la
Direcci6n Nacional de Lmpleo del Minfaterfo de Travajo vy
Biencutar Social,

De usted con toda (anidvaiciﬁn.

/t; \ 0’:,’ 0 0"‘
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f/ '//¥ﬁ YN
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MISSION EMPLOYMENT STRATEGY
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TABLE 1

Labor Force Data 1960-1979 (Reported) 1/
(thousands of persons)

Open p
hidden u
Population Economically Labor Force Unem- employme
15 years Active Participation Employ- Unemploy- ploy ient
Year 0ld + Rate (%) ment ment Rate (%)
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. 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 €0.7 435.6 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 1.8
1978 (R) 973.7 543.0 55.8 . 499.2 43.8 8.1 1il.4
1979 (p) 1,002.9 577.8 57.6 527.0 50.7 8.8

i . > St - - ——

Source: Direccidn de Estadfatica y Cenno, Contralorfa General de ia Replblica;
Panama cn Cifras Anon 1974 a 1978, y Aios 1975 a 1979 and unpub.ished GOP

- —

‘documents.

e o e 4

1/ pata tor 1960 are from the national cennua conducted {n that year., For the remin-
ing years the data are baned on annual labor force surveya beginning in 1963.

n.a, Not available,
(R)  Revimed by (P,

(P) Preliminary,
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TABLE 2

Labor Force Data, 1970-1979 (Mission Estimatds).
(thousands of persons)

Population Economically Labor Force Unemployment

. 15 Years Active Participation Employ- Unemgloy- Ratg
Year 014 + Population Rate (%) P pene @ ment ()

1970 762.7 457.6 60 434.3 23.3 5.0
1971 786.8 472.0 60 441,3 30.7 7.0
1972 811.7 487.0 60 455.4 42,4 6.0
1973 83s5.8 501.5 60 464.1 37.4 , 7.0
1974  869.5 521.7 60 487.4 34.3 7.0
1975 896.1 537.7 60 461,2 76,5 14.0
1976 917.9 550.7 60 471.6 79.1 14.0
1977  950.5 570.3 60 1070.5b 99.8 17.0
1978  973.7 584.2 60 482.3b 101.9 17.0
1979 1,002.9 601.7 60 3509.3 92.4 15.4

% Source: Panama en Cifras, Afios 1975-79, Direccién de Eatadfstica y
Censo, Contralorfa General de la RepGblica,

b
A constant 602 labor force participation rate has been used to amooth-out

the unexplained and erratic participation rate uned in official sctacistica.
In addition the official 1978 and 1979 employment figures have been reduced
by the 17,000 workors placed on the public dole under tho Plan de Urgencia,
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Table 3
Unemployment by Sex, 1978

Total Male Female
Total population
15 years old and above 973,730 482,600 491,130
Economically active population 543,040 378,650 164,390
Participation rate (%) 55.8 78.5 33.5
Employed 499,240 355,030 144,210
Unemployed 43,800 23,620 20,180
Unemployment rate (%) 8.1 6.2 12.3

Source: "Direccidn de Estadfstica y Censo, Contralorfa General
de 1a RepGblica" (preliminary data).



Table- 4
Unesployment by Age Group, 1976

Age L Natiomwide Metropolitan Area Rest of the Count
6row Total Male Female Total Male Female Total Male Female

A. Number of Unerployed Persons :
15-19 7,350 3,820 3,530 4,440 2,220 2,220 2,910 1,600 1,310

20-24 10,€50 6,130 4,530 8,580 4,970 3,610 2,080 1,160 920
25-29 5,829 2,630 2,9¢0 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 2,733 1,690 1,74 2,210 1,360 850 520 330 190
50-39 973 8§30 170 650 530 120 320 270 50
60-69 £33 430 40 410 370 40 80 80 --
70 + 270 270 - 120 120 - 150 150 --
Total: 33,703 19,040 14,660 25,300 14,280 11,200 8,400 4,760 3,640

8. Unemployment Rates

I
I

15-15 8.4 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.€ 9.5 7.2 13.0 3.4 2.2 7.7
32-33 =.5 3.6 6.9 6.1 5.5 7.2 2.4 1.5 6.0
2.1z 3.3 2.8 4.7 4.8 4.4 5.4 1.4 1.1 2.8
3C-33 1.9 1.9 1.7 2.4 2.5 1.8 1.3 1.3 1.5
&C-53 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 -
1022l 5.7 5.2 10.4 9.0 7.9 11.2 3.7 2.6 8.4

|
u
u
|
r
u

—
———

Source: “*Direcc

n de Estadfstica y Censo, Contralorfa Generai de l1a Replblica,
Sftuacs

§
§r Social: Estadfsticas del Trabajo, Afio 1976 (Panamf, March 1979), pp. 17-18.

a1
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TABLE 5

GDP AND EMPLOYMENT BY SECTORl/
1960 and 1979

GDP ($ Hilliona)gl Employment (Thouaands)gl

1960 1979 1960 1979
Agriculture 95.2 (24 195.1 (14) 154 (51) 155.6 (29)
Manufacturing industries 40.9 (10) 186.6 (14) 24 (8) 53.4 (10)
Construction 22.5 (6) 64.9 (5) 9 (J) 30.8 (6)
Commerce 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.

Panami en Cifras, 1959 a 1963 y 1975 a 1979, Direccifn de Eatadfstica v
Censo, Contralorfa General de 1a Replblica,
Cenno de Poblacidn, 1960 1980, Contralorfa General de la Repiblica

agricultuie, finh, aflviculture, and mining
activitioen,

Agriculture (neluden:

Comwrce {ncludent wholrnale and retall trade.

electricity, gan, water, aever, tranaport, storage,
communicationa, hanking, {nasurance, housfng,public
adainiatration and public and private asrvicea,

Bervicen include:
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TABLE 6

PANAMA - EMPLOYMENT/OUTPUT COEFFICIENT = Y
BY SECTOR, 1960-70 AND 1970-78
SECTOR 1960-70 1970-78
Agriculture 0.09 -0,35
Manufacturing 0.64 0.50
Construction 1.01 0.50
Blectricity, Cas and Water 1.28 0.74
Commerce 0.82 0.41
Transp., Comm,, Storage 0.52 0.38
Finance and Related Services 0.69 0.93
Services 0.95 0.87
Canal Area 0.25 -1.77
TOTAL 0.45 0.42

1/ The coefficient represents the relationahip between the rate of growth
in employment and the rate of growth in output (GDP). Tha lower the
ratio, the more capital intensive the economy tends to be. Negative
valuen reflect fall i{n employment,

Source: OIT/FRELAC, Situacifin y Perapectivaa del Fmploo en Panamf, for
1960 and 1910. and INDESA, Factores que Afectan la Demanda por
Mano do Ohra en PPanama, Decamber 1979, pp. 39-63,

T —
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TABLE 7
'LABOR FORCE TRENDS FOR THE METROPOLITAN REGION
1974-1979
1974 1975 1976 1977 1978 1978 1979 1979
(Adjusted) (Adjuste
Population 15
years and over 455,800 478,630 501,060 534,260 552,000 552,000 574,317 574,317
Economically
Active Pop. 280,300 284,100 279,750 289,680 314,020 331,200 342,522 344,590
Participation
Rate - 61.5% 59.42 55.82 54.2% 56.9% 60.0% 59.62 60.0%
Non-economically
Active Pop. 175,500 194,530 221,300 244,580 237,980 220,800 231,795 229,727
Percentagze
of Pop. 38.52 40.6% 44,22 45.8% 43.1X 40.0% 40.4% 40.0X
Employed 260,400 259,030 254,920 256,000 281,240 264,240 301,835 284,838
Unemployed 19,900 25,070 24,840 33,680 32,780 66,960 40,687 59,755
Unemployment
Rate 7.1X 8.8% 8.92 11.6X 10,42 20.2% 11.9% 17.32

Source: 1974-1979, Controller General, Bureau of Statintics and Cennus.
1978-1979 Adjusted - Minaion eatimates, baned on 0,60 EAP rate and reduction of
official COP ecmployment figure by 17,000 for 1978 and 1979 to account for those
being employed under the Plan de Urgencia.
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metropolitan region than elsewiere. According to che latest official
available data shown in Table 8, the metropolitan region's 1978 10%
unemployment rate was at least twice as great as any other region's.g/
However, since unemployment statistics are understated by at least the
17,000 Plan de Urgencia employees in the Metropolitan Area, a closer
estimation of metropolitan unemployment in 1978 should include these

17,000. Adding this sum to the official 32,780 unemployment figure in Table
7 raises the official unemployment rate to 16% for the Metropolitan Area,
triple that found in any other region. 7Tn absolute terms the Metropolitan
Area's dominance over other reqions is even more striking. From the
official fiqures of Table 8, the Metropolitan Area contains 75% of the
country's unemployed. If the 17,000 from the Plan de Urgencia are added,
the percentage rises to 82%. And, the somewhat questionable, preliminary
official 1979 data indicate that the percentage is atout 80%. The
difference in unemployment rates and levels is so striking, and the absolute
levels in the regions outside the metropolitan area so small, that one could
almost conclude that all unemployment is found in the metropolitan area. As
we will discuss in a later section, such a conclusion may not be far from
the truth since most of the other regions are agricultural in nature and in
agricultural areas underemployment tends to be the norm, and the problem to
be confronted rather than unemployment.

IV. ANALYSES

A. The Relationship Between Unemployment and Poverty and
the Geographic Distribution of Poor Families.

The unemployment. data presented in the previous sections indicate
quite unmistakably that nationwide unemploymeat ie currently quite high and
that it is a major Metropolitan Area phenomenon. However, still to be
discussed is the relationship between unemployment and poverty, and the
conclusion that high unemployment indeed is a significant problem. This
section shows that though there may not be total equivalency between
uncmployment and poverty in the Panamanian case, it is close enough to
warrant the use of the unemployment tigures as an indicator of the magnitude
of the urban poverty problem and, implicitly, the potential for social
inrest.

5/ We use the official regional data without any adjustments except for the

7,000 because, while the application of the .6 FAP would raise the abrolute
level of uneaployment in all regions, the relative values would not chamge,
and because our arqument can be made without resorting to the other
adjustment.,



Unemployment by Geographic Location, 1978

Total Population Economically

15 Years 01d
and Above

16a

Table 8

Active
Population

Employed Unemployed

Unemployment
Rate (%)

Metropolitan region 552,000

Eastern region 27,200
Central region 242,490
Western region 152,020

Total: 973,730

Source: “Direcci6n de Estadfstica y Censo,

(preliminary data).

314,020
15,350
131,390
82,280

543,040

281,240 32,780
14,860 490
124,730 6,660
78,410 3,870
499,240 43,800

10.4
3.2
5.1
4.7

o]
[

Contralorfa General de la RepGblica"
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TABLE 9

URBAN/RURAL DISTRIBUTION OF POVERTY

1975
Percent of
Poverty Number Families in Percent
Geographic Line 1/ of Poor Geographic of Poor
Location (Dollars) Families Locaticn Families
Urban
Panama/Colon 175 40,068 29,8 31.3
Other urban
areas 125 10,240 32.5 8.8
Rural areas 75 77,616 54.6 60.7

Broehl, Allan. Workforce Development Project: Panama 525-0214. Report
USAID/Panmina, 13 November - | December 1978.

e ———

1/ Monthly family income,
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TABLE 10

AANGING ABILITY OF THE ECONOMY TO ABSORB ITS LABOR POOL

Average yearly
Numbher in Group

Average Yearly Average necded to be em—
Increase in Yearly change ploycd to achieve Average number

15-64 age group in EAP 10% unemployment of jobs created 9
Period over the period— (Col. 1 x .6 (Col. 2 x .9) yearly by economy—
1960-1965 18,125 10,875 9,788 10,400
1965-1970 23,323 13,993 12,594 12,000
1970-1975 26,961 16,176 14,558 14,200
1975-1980 30,533 18,320 16,488 15,000
1980-1985 34,303 20,582 18,524 17,400
1985-1990 36,877 22,126 19,913 20,200
1990-1995 36,888 22,133 19,920 23,200
1995-2000 35,758 21,453 19,308 27,000

1/ Tha 15-64 age group was used in place of the more unual 15-and-above group because
data collection wan eanter and hecaune the reaultsn would not he nignificantly
different (had the larper age grouping been uaed, the dinparity between thone
neoking jobn and job availability would have heen.somewhat greater).

2/ Derived by multiplying the 1960 official employment fipure of 100,000 by the

- renult obtained from multiplying the employment /output cocllicient by the annumed
7% yearly growth vate an GOP, compounded for the Iive-year period.  The incraasned
camployment over that period in then obtained and divided by % an urder to pive
the yearly average. An employment/output coetficient of 0,46 10 used for the
1960-75% period while 0,42 in uned for the remaining yearn in order ro reflect the
cconomy's increaning capital, intennivencnns an the early 19/0n, Example:
(0,46 x 1X = 4,.2) (1.0 « 100,000 « 3520 000,  The employment incteane
resulting from 0,46 and 1% annumptions and the official 300,000 employment f1gure
for 1960, thun, s 92,000, Dividing hy % given the 0,400 average anbual figure,
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TABLE 11

IMPACT OF ECONOMIC GROWTH AND
ECONOMIC STRUCTURE ON UNEMPLOYMENT

1979-1990
GbP EMPLOYMENT/ ANNUAL JOBS UNEMPLOYMENT ANNUAL JOBS UNEMPLOYMENT
GROWTH ouTpPuTL/ CREATED RATE CREATED RATE
RATE COEFFICIENT 1979-1985 1985— 1979-1990 1990
1 42 0.40 8.3 25.1% 8.7 29,52
2 WX 0.60 12.8 21.5% 13.6 23.1%
3 6% 0.50 16.3 18.6% 17.6 18.0%
4 62 0.60 19.8 15.8% 21.8 12.62
S 8% 0.50 22.3 13.82 24.7 8.82
6 8% 0.60 27.3 9.7% 30.9 0.82
l/ The coefficient is ratc of growth of employment over rate of growth of GDP,
2/ An EAP of 0.6 is asnumed.

Source: Factores Que Afectan La Demanda Por Mano de Obra ¢n Panama by
Guillermo 0. Chapman, Jr., prepared for the Ministry of Planning
and USAID/Panama, Panama City, December 1979. In all of the cases
sbove, a 60% labor participation rate is assumed.
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Table 12

INDUSTRIAL -MANUFACTURING WHOLESALE RETAIL AND SERVICES
DISTRICTS OF PANAMA AND COLON

1974 and 1979

(Percentages)
| COMMERCE
IND/MANUF . WHOLESALE ~—  RETAIL SERVICES

Firms: . 1 1979 1971 1979 1974 1979 1974 1979
Smail 1/ (1-19) 29 25 47 47 66 59 62 55
Medium 2/ (20-49) 24 25 30 25 22 21 21 23
Large 3/ (50-more) 41 5C 23 28 12 20 67 22
Small and medium (1-49) 53 50 77 72 88 80 83 88
Employees By Firm:
Small (1-19) 2 2 5 5 7 6 7 5
Medium (20-49) 4 5 14 12 . 8 8 7 7
Large (50-more) 94 93 81 83 85 86 96 88
Small and medium 6 7 19 17 15 14 14 12
Sales by Firm:
Small (1-19) 2 1 10 11 6 6 8 5
Medium (20-49) 4 5 18 3 11 8 7
Large (50-more) . 94 94 72 59 83 86 85 90
Sma}1 and medium (1-49) 6 6 28 42 17 14 15 10

1/ Small firms have 1-19 employees

2/ Medium firms have 20-49 enployees

3/ Large firms have 50 or nore cinployces

Source: "Sftuacidn ‘o la Pequena rpwr05aﬁgg_£gggmi.

THDESA, Panama, agosto de 1980
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A summary of the general conclusions reached in the paper are listed
below;

1. Changing demographic conditions indicate that the country,
which is now 57% urtan, will become 70% urbanized by the year 2000.
Currently, 50% of the population lives in the metropolitan corridor, By
the year 2000 the prreentage will rise to 0%,

2. Unemployment in the urhan areas, especially in the
metropolitan corridor, is more serious than in the rural areas,  And, when
the urban urderemployed are added to the 14-22% urban uncmployment rate,
the situation has tie potential to become politically and socially
ansettling,

3. Unless the cconomy beqins to grow at close to 8% with an
almost 50+ increase in the labor/output ratio, Panama will find 1tself
with an Lnemployment rate in the vicinity of 18-30% by the year 2000,

4. One ot! AID'y primary target yroups, the poor families whone
incoms ure inzufficient to meet basic needs standards, currently shows i
60-40 =plit tx cwren rural and urtvn areas.  With increaccd urbanization,
the =plit will tend to bx «<malized so that as many poor families wil) be
found in urtun as 1n rural arcas,

5 While the Guality of the data ig subject to question and
while sore of the (o LIAt1ons ore intformd cunjectures, e inplication g
clear: uretplopment iy a problem and may grow to be critical if Invesent
i pot stirulated and outpat made more labor intensive,

6. Wich the nunber of Foor familien increasing in the urban
arcat to approximate thove 1n the rural arcas and with high unerployment,
likely to increane 1o the urtan arcas, the arhan arcas roquires Lpecial
contfderation in any proqram strategy.
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work becausc of depressed cconomic conditions -- in the neighborhood
of 8X. An effect of this magnitude is improbable, and one's initial
skepticism is heightened by lcoking at the data for the following year.
Panama's GDP in 1976 actually declined slightly (by 0.3X), yet the EAP
is reported to have increased by 2.5%. The reported increase in the
EAP of 5.4% in 1978 may seem peculiar in view of that year's sluggish
GDP growth rate of 3.7X, but 1% can be explained by (1) the initiation
in late 1977 of the government's Emergency Employment Program (EEP),
which attracted persons into the FAP who would not otherwise have
sought work, and (2) revisions rade in 1977 in the treatment of certain
categorien of persons, vhich transferred them from the nen-EAP to the
EAP (see bLelow).

Other puzzling figures are the rapid increases in the FAP reported
for 1967 (4.0X) and 1966 (6.4%), which had the effect of raining the
participation rate frow 57.5% to C1.0X. This wnay have been caused by
an abarratios {n the treatment of certain typeas of workern, a suspicion
that {s reinforced Ly the mlugpich growth in the reportead FAF in 1971
(1.1%) and 1972 (2.3%) -- a correction, peérhapu? -- despite continued
rapid GDP growth in thone yenrn.gl 1{ no, the actual growth of the FAP
during the 19608 would have Leen slightly leas than reported, and that
for the 197Gs alightly higher, thus narrowing the gap between the
reported LAl prowth raten for the two dccbdau. We ware unable, however,

to deternine whether thin hypothanin of an artificial bloating of the

FAP durfng 19067-08 hawn any validity.

R I

3/ The 1971 and 1972 VAP figuren vere later revised upward slightly, but
the total FAP growth from 1970 to 19Y7) remained the sanme,

Vi3
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Turning to the disaggregated EAP data, we find a number of year-
to-year changes, or changes occurring over short periods of time, that
are difficult to explain. One of the most important of these is the
sharp drop in reported participation rates for persons in the 15-19 age
group beginning in the early 19703, before the onset of the economic
crisie. For all persons in thia age group, the participation rate
declined from 48.3X in 1970 to 38.7% in 1972, falling further to 30.0%
by 1976, This decline was evident both in the Matropolitan area and in
the rest of the country, and it affected men and women to roughly the
same extent. Part of the reason for this decline, as Deutermann (n.d.:
16-17) points out, was a sharp increase in school enrolment rates for
the 15-19 age group, from 26.9% in 1966 to 66.92 in 1976.£/ However, {t
is not clear how many of those attending school also wished to work and
should have been counted in the EAP (both at the beginning of thiu period
and at the end). Finally, we may point out that the ponsible "bloating"
of the total FAP atatistics in 1967 and 1968 is apparent in the f{iguraa
for the 15-19 EAP, which {n ~eported to have increaned by a total of
11,5 betweon 1966 and 1968. If this reflectn data problems rathar than
a true {ncreane, the subsequent reported decline in the 15-19 EAP would
be exaggorated,

The reliability of the labor force data is affected by a number of

methodoiogical probloms, including the following:

&/ Deutermann's wtudy provides a detailed dimcusmion of labor force
trends between 1966 and 1976, This document mhould be consulted by all
those wvho winh to become batter acquainted vith the data,
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that week were erroneously excluded from the EAP -- for example,
those waiting to learn the results of job applications they had made
earlier. Beginning in 1975, tﬁe reference period was lengthened to
three months.

- Beginning in March 1977, or perhaps earlier, occasional workers
(e.g. cnrpengera who voluntarily chose to work intermittantly) were
considered to be both in the FAP and employed, even though thev were

not working or seeking work during the survey period., Previously they
5/

had been considered out of the EAP 1f not actively seeking work.

In addition to these problems, thare may be sampling errors,
faulty expansions of the samples, and other types of problensy which wn
did not investigate. Whatever the nacture of these problers, there is
widespread agreement among informed obnervers that the offfcial weatian-
tics exaggerate the decline in the EA* and thus exclude frea the unein-
ployment figurea persons who should be coneidered an unerplored.

Several efforts have Leen nade to adjuat the lator force statintice
for the 1970a to provide a more realintic enti{mate of unesploynent,
Deutermann (n.d.:10-11) agsumes average participation raten for 1966-72
to be the "natural" raten, applicable to nubmequent yoarn, and on this

bania chtainas the folloving adjunted unemployment ratun, diznpprepated
6/

by geographic location and nox, for 1977:

3/ The March 1977 date van provided by officiale of the Direceidn de
Eotadfotica y Cenno., The 1970 data, hovevar, also appear te {nelude
such wvorkera among the expleyed,

[

6/ The "natural” participation raten are 60,17 natfonuide, t7,5% in the
Hetropolitan area, and 51.4% {n tne reat of the country,
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Table A-1

Alternative Projections of the Unemployment Rate, 1985 and 1990

GDP Unemployment Rate, 1985 Unemployrent Ratc, 1990
Growth  Employment/ 56% Parti- 607 Parti- 56% Parti- 60 Parti-
Rate Output cipation cipation cipation ciuvation
(%) Coefficient Rate Rate Rate Kate
4.0 0.40 19.8 25.1 24,4 26.5
4.0 0.50 17.8 23,2 21.0 o 26,3
4.0 0.60 15.9 21,5 17.6 23.1
6.0 0.40 15.9 21.5 17.6 23.1
6.0 0.50 12,9 18.6 12,1 18.0
6.0 0.60 9.8 15.8 6.3 12,6
8.0 0.40 11.9 17.7 10.2 16.2
8.0 0.50 7.7 13.8 0.2 8.4
8.0 0.60 3.3 9.7 -6.3" c.8

Source: Chapman (1979:95-96).

%1.e. the demand for labor exceeds the supply,
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ceasons for assuming that the EAP grew more slowly in the 1970s than
in the 1960s, though not as slow as indicated by the official figures.
First, as noted earlier, there was a sharp increase in school enrolment
rates for the 15-19 age group. Second, we are taking into account the
withdrawal o1 "marginal' members of the EAP who tend to become economi-
cally active when the cconomy is booming and inactive during periods of
recession. These persons may be distinguished from the '"discouraged
workers' who more properly can be considered unemployed. Finally, we
are compensating for a poaosibly overestimated rate of zrowth of the EAP
1. 1967 and 1968, These factors, we believe, more than offset (1) the
¢Ifects of 4 faster growth rate of the population 15 years old and
above (3.1%, compared with 2.9% during 1960-70) and (2) a long-term
"natural" increase in the FAP paricipation rates for women.

Our adjusted FAP figures arc nhown in Table A-2, and in Table 3 of
the main veport. For 1977, it wmuy be noted, the nationwide unemployment
rate of 16.3% 18 higher than that implied by the World Bank estimates
and sliphtly lower than Deutermann's ostimate of 17,6%. It ahould be
cophasized that our figures are based on a rather crude methodology,

and should lLe considered only as conjectures,
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Table A-2

Conjectural Trends in the Economically Active Population, 1970-1978
(thousands of persons)

(1) (2) (3) (4) (5) (6) (7
Discouraged Open Total Open Unem- Total Unem-
Conjec~ Worker Unem- Unenm- ployment ploymentb
Reported tural Effect® Ploy- ployment Rate (%) Rate (%)
Year EAP EAP (2) - (1) ment (3)+(4) (4) + (2) (5) + (2)
1970 466.2 466,2 0.0 33.3 33.3 7.1 7.1
1971  471.3 478.8 7.5 35,7 43,2 7.5 9.0
1972 482,2 491.7 9.5 32.8 42.3 6.7 8.6
1973  499.0 505.0 6.0 34.9 40.9 6.9 8.1
1974 517.4 518.6 1,2 30.0 31.2 5.8 6.0
1975 492.8 532.6 39.8 31.6 1.4 5.9 13.4
1976 505.3 547.0 41.7 33.7 15.4 6.2 13.8
1977  515.2 561.8 46.6 44,8 91.4 8.0 16.3
1978  543.0 576.9 36.9 43.8 80.7 7.6 14.0

Source: Columns (1) and (4) -~ Direccibn de Pstadfetica y Censo; Columns
(2)-(3), (5)-(7) -- USAID/Panama estimates.

“Actnnlly, this column should be considered to account for both dig-
couraged workars and s&n underestimate in the official figures of open unem-
ploymert.

bBaued on the conjectural EAP.
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Table 2
Unemployment by Geographic Location, 1978

Total Population Economically

15 Years 01d Active Employed Unemployed Unemployment
and Above Population Rate (%)
Metropolitan region 552,000 314,020 281,240 32,780 10.4
Eastern region 27,200 15,350 14,860 490 3.2
Central reqion 242,490 131,390 124,730 6,660 5.1
Western region 162,020 82,280 78,410 3,870 4.7
Total: 973,730 543,040 499,240 43,800 8.1

—— e—————————

Source: "Direccidn de Extadfstica y Censo, Contralorfa General de la RepGblfca™
(preliminary data).






Agriculture
Manufacturing industries
Construction

Coremerce

Services

Cana) Area

Total:

(a) Panama en Cifras 1964

(b) Cen<o de Poblacién 1960
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Table 4

GOP_AND EMPLOYMENT BY SECTOR
1960 and 1979

GOP ($Millions)

Employment-(Thousands)

1960 1979 (b) 1960
95.2 (24) 195.1 (14) 154 (51)
40.9 (10) 186.6 (14) 24 (8)
22.5 (6) 64.9 (5) 9 (3)
47.9 (12) 183.4 (13) 21 (9)
154.1 (40) 640.4 (48) 70 (24)
~30.4_(8) _80.8 (6) 16 (5)
391.0 100.0 ), 351.2 100.0 300 100.0

Agriculture tncluden: Agricultural, fish, silviculture and mining,

Manufacturing indu-triey:

In 1960 the fiqure tncluded electricity, gas,
wacer and sanitary services,

Coreerce: Jnoludes wholesale and retatleaale trade

Services Inclydes perconal Locial and corsmung wervices, Public and
frivate, clectricity, yas, water, banks, fnsurance, trange
part, tommunication, amd storage and hou% ing,

1979

eesrmirapere—

155.6 (29)
53.4 (10)
30.8 (6)
70.9 (14)
198.7 (38)

1.6 (3)

227.0 100.0

L ]
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Table 6
GEOGRAPHICAL DISTRIBUTION OF ¢DP, 1970

(Percent)
GDP Agriculture Industry

Metropolitan Provinces
(Panama, Colon) 69.7 9.9 81.0
Central Reaian 11.2 26.7 9.2
Chiriquf Province 12.9 38.1 8.5
Rest of Country 6.2 25.3 1.3
100.0 100.0 1€0.0

Source: From Panama's Development in the 1980's: A Specia
Economggwgogort. ho, 2306-PAN, Volume 1, July 20,
lg:g .4‘
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Table 8

PANAMA:  EMPLOYMENT/QUTPUT COEFFICIENT
FOR MANUFACTURING SECTOR - 1973, 1974, 1975

FIRM SIZE 1973 194 1978
SMALL 1/ 0.4 0.3 0.2
MEDIUM 2/ 0.2 0.2 0.2
LARGE 3/ 0.1 0.08 0.07

1/ Small firms have 1-19 employees.

2/ Medium tims have 20-49 employees,

3/ Large firme have 40 and more rmployces

Source: “Polfticas de Empleo para 1as Prcurﬂaﬁ
Medianas Frpresas dr& Sector de 1& Indystria
Manufacturera, Organizacién InternatTonal de)
Trabajo. Ponanﬁ -Octubre, 1978, p.04,



THE IMPORTANCE OF SMALL 1/ AND MEDIUM 2/

Table 9

SIZE FIRMS IN PANAMA's MANUFACTURING SECTOR

ECONOMIC ACTIVITY:

Food Products

Beverages, Tobacco
Textiles

Clothing

Leather, Leather Products
Footwear

Wood, Wood Products
Furniture (non-metal)
Paper, Paper Products
Newsprint

Industrial Chemicals

Other Chemical Products
Rubber Products

Plastic Products

Glass, Glass Products
Mineral (non-metal) Products
Bavic Metal Products

Metal Producty (non-mach.)
Machinery (non-elec.)
Electric, Machinery, Equip.
Transport Fquipment

Prof. and Scientific £quip,
Other Manufacturing Products

Total:

1 Small firms have 1-19 employees;

Small and Medium Size Firms

FIRMS
No. % 3/
160 82

7 32
46 63

5 38

7 44
20 80
33 79
10 63
37 82

5 100
25 86

5 100

8 80

7 100
29 71
35 78

8 100
10 100

6 100

6 100

13 81
®1 16

madium firms 20-49 employees,

2/ Small and medium ize firm, includes

firmse with 1-49 eraloyees,,

EMPLOYEES
No. % 3/
2807 35
155 7
876 24
44 20
151 26
407 46
489 42
327 39
629 32
152 100
540 58
62 100
196 45
122 100
680 30
956 57
93 100
177 100
182 100
63 100
166 17
9,210 k]

3/ Representy the percent that small and medfum size firms
Comake up of 3l ey, employees, and sales in the many-
facturing wector far the varfous products (economic activities),

Source:  “Politicas de [mpleo para las Pe
del Sector de la Industria Many ra Jan|
Taternacional del firabajo,™ Panamf, Octubre 1978,

Annex VIII

SALES (B/.000)

8/.

86,400
3,400
8,300

300
1,110
2,900
3,800

11,300
7,200
5,400

10,400
1,400
4,000
1,600
9,500

14,300

700
3,700
1,500
1,200
1,600

180,010

quehas y Medianas Empresas
acturera, Organizacidn

i,
30
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Annex VIII
TABLE 10
i/
BNP Supervised Credit Program: Distribution of Loans by Type A, 8,
Percent of Loan Average No. of
Type of loan Loan Fund Amount ($) Loan Size ($) Loans
A £40.0 4,000, 000.00 60,000.00 67
8 35.0 3,500,000.00 30,000.00 117
C 25.0 2,500,000.00 16,000.00 139
TOTAL: 100.00 $10,000.000.50 $30,960.00 323
@

1/ Type A Loans: Industrial, construction, manufacturing
Type B Loans: Commercial
Type C Loans:  Service
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TABLE 11
BYP Supervised Credit Program: Nuzber of Jobs Generated - Direct and Indirect by Loan Type A, B, C
“W. of Average Paxirum Cost 1/
iype oF Loz Lot Loim Sze (8 Fer Job [§) Direct Jobs Indirect Jobs Total Cost
A 67 €0,000.00 10,000.00 402 322 724
8 117 30,000.00 5,000.00 702 562 1264
C 139 18,000.00 5,000.00 500 400 900
TOTAL 323 $30,960.00 1604 1284 2888

Average cost per Direct Job Generated - $6,234

R T D - -

1/ Type A toans: Industrial, Construction, Manufacturing
Type 8 loans: Commercial

Type C Loans: Service

2/ indirect to Direct Job Ratfo: .8


http:30.960.00
http:5.000.00
http:18.000.00
http:5,000.00
http:30,000.00
http:10,000.00
http:6,0.00.00
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TABLE 13

BNP Supervised Credit Program

1
Case _gad by Year by Loan Type A, B, C Yy
Year
Type of Loan One Two  Three Four Total
A 7 13 23 23 66
B 12 23 41 41 117
¢ 14 28 49 49 140
TOTAL: 33 64 113 113 323

1/ Type A Loans: Industrial, Construction, Manufacturing
Type B Loans: Cormercial

Type C Lorns: Service
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MICI DOCUMENTS
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Tadle 4
Unesployment by Age Group, 1976

Age Naticnwide Metropolitan Area Rest of the Coun
Growp Total Male Ferale Total Male Female Total Male Female
A. Number of Unesployed Persons
15-19 7,3%2 3,820 3,530 4,440 2,220 2,220 2,910 1,600 1,310
23-2% 10,£¢2 £€,130 4,520 8,580 4,970 3,610 2,080 1,160 920
25-25 3,822 <, k30 2,950 4,550 2,090 2,460 1,070 540 530
33-33 5,8:2 3,258 2,360 4,340 2,620 1,720 1,270 630 640
42-45 2,71 .69 1,040 2,210 1,360 850 520 330 190
32.35 372 £29 170 650 530 120 320 270 50
80-83 L33 35 40 410 370 40 80 80 --
79 » it 270 - 120 120 -- 150 150 --
Total: 33,707 19,040 14,660 25,300 14,280 11,200 8,400 4,760 3,640
B. Unesployment Rates

15-19 12.¢ 11.0 21.7 19.4 17.8 21.2 10.4 7.2 22.6
20-2¢ 13.4 11.7 16.6 17.7 16.9 18.9 . 6.7 5.1 11.3
23-23% 7.1 4.5 11.6 9.5 7.2 13.0 3.4 2.2 7.7
328 L5 3.5 6.9 6.1 5.5 7.2 2.4 1.5 6.0
4783 3.3 2.8 4.7 4.8 4.4 5.4 1.4 1.1 2.8
3C-33 .3 1.5 1.7 2.4 2.5 1.8 1.3 1.3 1.5
&2-£3 1.3 2.2 1.0 3.6 4.2 1.6 0.5 0.6 --
79 « 3.2 3.5 -- 4.8 5.7 -- 2.5 2.6 -
Total: 5.7 5.2 10.4 9.0 7.9 11.2 3.7 2.6 8.4

|
)
|
u
u
|

Sourge: “Ofrecci{~ Ce Estadfsticz y Censo, Contralorfa General de la RepGblica, _
Situ2cisn Social: Estadfsticas del Trabajo, ABo 1976 (Panamf, March 1979), pp. 17-18.

Q91
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Chart 1
PARS :_Orqanization and Functions
GOP
Executive and Legislative - Formulate Policies and Programs
Branches
R - ldentity Problem Arcas
Employment Development - Specify T/AU Studies and
Commission Analyses
(£DC)
. = Review T/AU Recommendations
= Submit Recommendation to GOP
= Define Scope and Nature of
Studies and Analyse.
Techaical/Administrative = Contract with Consyltants
Unit = Review, and Synthes: o«
(17AU) Consultant “tudies anc
] Analyses
= Submit Hecommendations to EGC
Consultan:; = Conduct Studies, Analyses

and Evaluations
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PARS Relationship to MICI and GOP

GOoP?P
Executive and Legislative
Branches
Employment Minister
Development
Commission MICl
V. Minister
MICI
Technical/ Director
Administrative National Business
Unit Development

g::l:pgg?ép Industrial
, on Jevel nt
Dovelopment Developme

Consultants

e T TR TR A

e
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Chart ; 2 o2 14

BNP's EMPLOYMENT DEVELOPMENT DIVISION AND FUND

Board

BNP
of Directors

Genera)

Manager

Employment
Division &

Development
Fund Manager

Planning and Analysis Dept.

Legal Assistance Dept.

Tech/Manament
Assistance - Tech/Mgmt,

Prlvag;‘iggsultdnls Assistance

Dept.

Dept, R TR S

[ Credit Dept, ’ Operations




Pravinces
Bocas del Toro
Coclé
Colén
Chiriquf
Darién
Herrera
Los Santos
Panaed

Veraguas

BNP_BRANCH BANKS BY PROVINCE

Total:

Anned 41

Jof 14



BNP_PROFESSIONAL STAFF

Profession
Business Admini<tration
Accountants
Econorist
Public Administration
Agronomi st
Lawyer
Arquitects
Civil [ngineer
{ndustrial [agireer
Mitheratician § Chemist
Philosophy
Social MaFiers
Sociologist
Interrational Belation

Ereculive Lecralaey
Totals

Annex X1
& of 14

=
>

24
29
43
24
24

26

195



Aannes X1
5 0f 14
BNP_SUPERVISED CREDIT PROGRAM
Loan Portfolio and Jobs Generated: Relationships and Assumptions

(1) Size of Loan Fund: $10,000,000.00

(2) Distribution of Loan Fund by Year:

lst. Year - 10%¢ ($1,000,000,00)
2nd. Year - 20: ($2,000,000,00)
3rd. Year - 3512  ($3,500,000,00)
4th. Year - 35  ($3,500,000.00)

(3)  Type of Loans:
Type A - Industrial/Construction/Manufacturing
Type 8 - Commercial

Type C - Service

(4) Distribution of toan Fund by Loan Type:

Type A - 401
Type 8 - 351

Type € - 261

(5)  Averaye toan St1ze by Loan Type:
Type A - §60,000,00
Type B« §10,000.00

Type € - $11,000.00

(6) Marir.n Cost Fer u|racl,Jobﬂﬁqgggg;ggmgnggigzlxgg:
Type A« §$10,000,00

Type 8 - § %,000,00

Type € < § %,000.00

‘7) ‘!‘ﬂirc{! to Direc! Jab ﬂ‘g-q 8


http:S11I1,000.00
http:10,000.00
http:60,OX.00
http:3,500,000.00
http:3,500,000.00
http:2,000,000.00
http:10,000,000.00
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ECONMIC ACTIVITY:

Ind. Manuf./Const. (A)

Comercial (B)

Services (C)

8 of 14
BNP/SCP Sub-Loan_Interest
Rate Formula
I
BNP's Cost Develop. Instit. Commercial Bank ! Economic
of Capital Interest Rates Interest Rates ! Activity
(1) (2) (3) Average

(Ave. Int. Rate = A;) + (Ave. Int. Rate

(Ave. Int. Rate =

B;) + (Ave. Int. Rate

(Ave. Int. Rate = C;) + (Ave. Int. Rate

A7) + (Ave. Int. Rate=Aj)
Bz) 4+ (Ave. Int. Rate.—.B3)

Cz) 4+ (Ave. Int. Rate:C3)

(A1+ Ay+A3/3)

(B+ By+B3/3)

(C1+ C4C3/3)

Sub - Loan Interest Rate = [}

At Ayt A3/3 + (Bl+ B+ B3/3) + (Cy+ Cyt c3/3;'

3

|
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BNP/SCP Sub-loan Interest
Rate Fornula
Example

BNP's Cost Development Instit. Commercial Bank Economic
of Capital Interest Rates Interest Rates Activity
: Average

ECONOMIC ACTIVITY
Ind . /Manuf./Coast. 102 122 202 19.02
Cocomercial 102 202 222 17.3%
Serviceas 102 202 22% 17.3%

— 1

Sch-Loan Interest Rate = [j(l&.OZ) + (17.3%)

3

+ (17.31{] = 16.22Z

NOTE: The 16.22% sub-loan interest rate includes 3% for technical/management assistance (TMA).
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CREDIT PROGRAM: FINANCIAL RESOURCE FLOW

b o masin w mava wos w

($000's)
(1) (2) (3) (4) (5)
1. CURRENT ACCOUNT:
1-1 Total Gross Income 130.0 390.0 1,016.5 1,852.7 2,438.5
1-1-1 Initial Gross Income 130.0 390.0 1,016.5 1,852.7 2,379.4
1-1-2 Re-flows Gross Income -- - - -- 59.1
1-2 Total Default 9.8 9.3 76.2 139.0 182.9
1-3 Net Income 120.3 360.8 940.3 1,713.7 2,255.6
1-4 Operating Expense 236.8 336.7 394 .4 394.4 394 .4
1-5 Surplus or Deficit (116.6) 24,1 545.9 1,319.3 1,861.2
1-6 Total Interest 60.0 214.3 466.3 515.2 622.2
1-6b-1 AID Loan 10.0 30.0 65.0 100.0 100.0
1-6-2 BNP Loan 50.0 146.9 312.1 301.4 430.5
1-6-3 Short Term Refinancing -- 37.4 89.2 113.4 91.7
1-/ Gross Savings (176.6) (190.2} 79.6 B04.1 1,239.0
2. CAPTITAL ACCOUNT:
2-1 Total Principle Payment 3.4 126.3 295.3 349.5 228.2
2-1-1 AID Loan - - -- -- --
2-1-2 BNP lLoan 31.4 97.2 216.8 226.6 183.2
2-1-3 Shovt Term Refinancing - 29.1 78.5 122.9 145.0
2-7 Required 2aditional loan 208.0 316.6 - -- --
3. RESOURCE FLOW (Equity) (208.0) (316.6) (215.7) h54.6 710.8

N

INTERNAL RATE OF RETURN =

9.8%
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BNP SUPERVISED CREDIT PROGRAM: FINANCIAL RESOURCE FLOW
($000's) (Cont..)

(6) (7) (8) (9) (10) (11) (12) (13)
2,965.4 2,809.0 2,469.4 2,366.4 2,488.2 2,214.4 2,084.3 1,752.0
2,813.9 2,423.9 1,799.9 1,600.9 1,252.6 813.9 633.0 316.5
151.5 385.1 669.5 965.5 1,235.6 1,400.5 1,451.3 1,435.5
222 .4 210.7 185.2 192.5 186.6 1,110.7 104.2 87.6
2,743.0 2,598.3 2,284.2 2,373.9 2,3uU1.6 2,103.7 1,980.,1 1,664.4
194 .4 394.4 394 .4 394 .4 3944 394.4 394.4 394.4
2,348.5 2,203.9 1,889.8 1,979.5 1,907.2 1,709.3 1,585.7 1,270.0
558.1 485.0 414.9 352.9 363.3 285.0 212.3 149.3
100.0 100.0 100.0 100.0 100.0 150.0 137.¢ 123.4
392.5 3590.2 J03.4 252.9 263.3 135.0 75.3 25.9

65.6 34.8 10.5 - - -- - -
1,790.4 L,718.9 | 1,475.5 1,626.6 | 1,543.9 L,424.3 | L3754 1,120.7
9 5984 468.1 360.7 617.0 1,033.3 943.4 721.1
- - - - -- 436.0 449.1 462.4
421.) 4hl." 409.8 560.7 617.0 597.3 494,93 258.9

171 .() l?")c] 5“0!’ - - - - - -
1,198.2 1,120.1 1,007,7 1,065.9 926.9 391.0 430.0 399.4
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(Cont,,)

BNP SUPERVISED CREDIT PROGRAM: FINANCIAL RESOURCE FLOW
($000's)

(14) (15) (16) (17) (18) (19) (20)
1,30l.1 1,220.8 1,127.0 977.5 813.6 666.6 501.1
1,361.1 1,220.8 1,127.0 977.5 813.6 666.6 501.1

68,1 6l. 56.4 48.9 40.7 33.3 25.1
1,293.0 1,159.8 1,070.7 928.6 772.9 633.3 476.0

394.4 394 .4 394 .4 3944 394.4 394 .4 394 .4

848.5 7165.4 676.3 534.2 378.5 238.9 81.6

109.5 95.2 81.0 65.2 49.8 45.4 70.4

109.5 95.2 81.0 65.2 49.8 33.4 16.8

-- -- - - - 2.0 53.6

189.1 670,72 395.3 469.0 328.7 193.5 11.2

3085 328.5 350.7 3759 395.5 | 436 497.5

Jo8.5 328.5 350.7 373.9 395.5 424 .8 452.9

- -- - -- -- 9.3 b,
- - - - 66.8 240.6 476.3
480.5 Jal,? 244.,6 95.1 (bs.8) (240.6) (486.3)







