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Country: Panama

Social and Economic Background of Panama

According to the World Bank, Panama had a population of 3.0 million people in 2004, 64.6% of whom were between the ages of 15 and 64. In 2000, 7.2% of Panamanians lived on under USD$1 per day and 17.6% lived on under USD$2 per day reports the World Bank. The PPP adjusted GDP per capita in terms of current international dollars increased by 6.9% in 2004 to US$7343 from US$6868 in 2003. Panama had an unemployment rate of 13.6% in 2003 according to the International Labor Organization (ILO). The ILO also reports that 34.4% of Panamanians were employed in small or micro-enterprises in 1997. During 2004, Panama received $127 million current USD in remittances based on World Bank-WDI data. According to the UN, Panama had a GINI coefficient of 56.4 in 2000. The World Bank and OECD estimate that Panama’s M2/GDP ratio was 0.74 in 2004. In 2003, Panama received $792 million in FDI net inflow and $30 million in foreign aid and development assistance (both in current USD) according to the World Bank and OECD.  
The US dollar (known as the balboa) is used as local currency; locally minted coins with the same denominations as US coins are in circulation, according to the Economist Intelligence Unit (EIU).

Panama has not planned to participate in the World Bank and IMF’s Financial Sector Assessment Program (FSAP).
Doing Business in Panama

The World Bank uses several indicators to assess a country’s business environment. In Panama, entrepreneurs must complete 7 steps over 19 days to launch a business, at a cost of 25.1% of GNI per capita in 2004. Registering property requires 7 steps and 44 days at a cost of 2.4% of property value. It costs 1.9% of GNI per capita to create collateral. Panama scores 1 on the Disclose Index, which is a 0-to-7 scale measuring government protection of private business owners and investors.  

There is no official credit registry in Panama. Panama scores a 4 on the World Bank’s Credit Information Index, which is a 0-to-6 scale.  

Regulatory and Legal Environment of Panama

It is difficult to enforce commercial contracts in Panama. According to the World Bank, it takes 45 procedures and 355 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 37% of the debt value. Filing bankruptcy in Panama takes 2.0 years and costs 38% of estate value. The creditor recovery rate is $0.18 per USD.

There is a usury law in Panama stating that the highest monthly interest rate should not exceed 2%. But the law remains undefined as to whether the interest rate stated is nominal or real. It is unclear to what degree this law is enforced. A report from the Inter-American Development Bank (IADB) claims that the enforcement is lax, while the Microenterprise Best Practices report (MBPP) by Development Alternatives, Inc. suggests the usury law constrains commercial banks’ ability to expand into microfinance.  Commercial banks and credit unions that engage in activities related to microfinance are regulated by the Micro, Small, and Mid-Sized Business Authority (AMPYME), an autonomous government entity created by Law 8 on May 29, 2000. 

Panama’s constitution promotes private property and protects intellectual property, free enterprise, and the principle of non-discrimination. The constitution provides that foreigners in Panamanian territory receive the same treatment as nationals. There is no legal foreign investment statute in Panama, though the IADB notes that a foreign investment law is currently being studied.
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Panama

According to the IRIS at the University of Maryland, there are 84 commercial financial institutions in Panama, 4 of which provide microcredit services. The National Bank of Panama also provides microcredit services. Mi Banco, headquartered in Peru, exclusively serves the microfinance sector. MultiCredit Bank is engaged in the microfinance sector with its Acción Empresarial subsidiary. It had 709 loan accounts as of 2002 and provides multiple services. The other 2 commercial banks that are involved in microcredit are the Global Bank and the Agricultural Development Bank. 

There are 84 credit unions in Panama according to the World Council of Credit Unions (WOCCU). Credit unions serve 160,153 clients in Panama, reflecting a penetration rate of 8.39%. There is US$357,770,276 in total savings in credit unions with loans totaling US$275,778,141. Credit unions hold reserves of US$ 28,529,823 and US$ $498,311,241 in assets. Services provided by credit unions are limited. They do not provide checking accounts, credit cards, services for international trade, or trust operations. 
Based on CGAP and MBPP, there are two NGOs that provide microfinance services in Panama. There is no information as to whether or not they are operationally and financially self-sufficient.  

There is one major microfinance network in Panama, the Panamanian System of Entrepreneurial Informaion (SIEP). SIEP is maintained by the Panamanian government and is conceived as a service platform to strengthen micro, small, and medium sized businesses. Through this system, businesspeople, entrepreneurs, and NGOs can access diverse sources of information including training material, technical assistance, and business development plans. Scholarships for business education are also available. 

Microserfin is a private financial services business specializing in microfinance and regulated by the Ministry of Commerce and Industry. The company has approximately 6000 clients and offers capital loans between US$100 and US$3000 for work, equipment, and business improvements. Since 1997, Microserfin has lent approximately US$52 million for about 31,000 loans. USAID estimates that there are about 80,000 to 100,000 potential microfinance clients in Panama.
Activities of Panama’s National Committee

Panama is supporting the Junior International Chamber, an NGO that is planning national workshops for young entrepreneurs within the IYM and MDG frameworks. The UNDP is also supporting another NGO, the EMPRETEC Foundation, in developing several “Community Entrepreneurs Developing Workshops.”
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