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Report Highllights:

This repont provides information o ULS. exportiers of agriculiural and related products on how o do
busingss in Panama. Panama is one of the top markets for consumer-orienied products in Central
America. Consumer-onentad products represented 53 percent of all U.S. agriculiural and related
expiorts 1o Panama from January through October 2007 resching 5300 .4 million.  The Lop prospects Tor
LS. agricultural expons 1o Panama include com, wheal, rice, soyvbeans, soybean meal, s weésléners,
sov/vepetable oils, and an e xiensive range of consumer oriented products {meats, pouliry, dairy,
processed fruits and vegetables, juices, beer and wine, cereals, snacks, and tree nuts). In récent vears,
the consumpiion of more health conscious food has coniributed 1o increased U5, exports of products
with nutrient claims such as low Fal, ow sodiom, gluten free, and sugar free, An increase in dual
income households hos resulied in a growing demand for resdy-io-eal frozen and prepared foods,
resulting in LLS, exponis hitting a record high of 555 million in 2006,
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MARKET FACT SHEET: FANAMA
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Foend Proscessing Indusiry
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SECTION I. MARKET OVERVIEW:

Panama has historically served as ihe crossrosds of irade for the Americas. [is sirategic location as a
land bridge between two oceans and in the middle of the Wesiern Hemisphere has made Panama nol
only a maritime and air transpon hub but also an international commerce, banking, and services center.

In spite of global economic challenges, Panama enjoyed a sirong economy in 2007, Based on the Workd
Economic Forum's Global Competitiveness Report 2016-2017, Panama is one of the most compelitive
economies ranking 42nd oul of 138 countries and 15 among the 10 most competitive Latin Amencan and
Caribbean economies. Gross Domestic Product (GDP) rose by 5.6% in 2017, Panama can now claim
the highest per capita GDF on a Purchasing Power Parity (PPP) basis in the region at US521,840.66
{2017 EsL).

Panama benefits from strong financial and investment freedoms: commercial operations are in general
subject 1o transparent rules. Additionally, the tax rates for individuals and companies are moderate, and
there are significant customs and ti advantages in the Colon Free Trade Zone (CFZ), Its dollarized
economy and its econoinic speciali zation in the stralegic sectors (hanking, marilime traffic) are svne of
the many factors that airact foreign direct invesiment. In 2007, Panama ranks 70th oul of 1'N) countries

in the World Bank’s Doing Business Index,

Market Trends

Panama s diversified food industry is a stable sector of the economy. Many local companies have been
acquired by or eamed up with mulinational corporaions & & stralegy o increase global exporis. In
addindon oo bananas, sugar, seafood, shrimp, Nshmeal, coffes and meal, expons of other products such as
alcoholic beverages, fuils and vegetables, pouliry and eggs, have increased significantly in recent years.

LS. agricultural goods and services enjoy a reputation for high quality and are highly competitive.
Consumer attitudes and many brands preferences are similar to the United States ULS. elevision and
magazines are available in Panama and influence consumer purchasing habits. Panamanians frequently
travel b the United States for tourism, medical reatments, universily studies and busingss. T her
purchasing pattems and wsies are simdlar 1o those of U.S. consumers.

Law 41 of 2007 relaed to Multinational Enterprises has enticed 140 companies from different countries
o establish their regional hubs or hesdquariers in Panama, bringing in iheir exe cutives and other
employees with their families. Examples of these companies are Dell, Maersk, ADM, Procier and
Gamble, Caterpillar, Mars, Adidas, Nike, and SAB Miller...



Table 1. Advantages and Challenges in the Market Facing 1.5, Exporters.
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Business Costoms

Due 1o its open economy, Panama has minimal market sccess issues. One of the more commeon market
entry praclices is o appoint an agent or distrbutor. Another option i 1o find a local partner who can
provide market knowledge and contacts. Other businesses have entered the market via licenses or

franchises,

According (o Panama’s Consiitulion, nationals and fore igners are trealad equally under the law, Both
Panamanian and foreign companies musi fulfill the same basic requiremenis o organize and opersle

most (ypes of business activities in Panama. However, Panama’s Constitutions prohi bit foreigners from
owning retail stores and practicing cenain professions. For more information please refer 1o 2007 Food

and Agriculural Import Regulations and Standards (FAIRS) reports on the GAIN Sysiem.

Any new commercial business must be registered in www panamaemprende. gob.pa as required in Law
MNo. 5 of January 11, 2007. All food retail. food processing and restaurants businesses

must have a Sanitacy Operation Permil issued by the Food Protection De partment of the Ministry of
Health.






SECTION UL IMPORT FOOD STANDARD & REGULATIONSAMPORT PROCEDURES

Trade Promotion Agrecment

The Panamanian Government strives for free trade and commercial openness. Panama’s economic
sucoess is ted o a healthy and prospering global trade sysiem. 5o, Panama recognizes the clear link
beiween free irade and competitiveness and seeks 1o join an elite group of countries that have achieved

growth and development through trade.

Since the U S.-Panama Trade Promotion Agreement {TPA) enterad into force on October 31, 2002, US.
agriculural exports have benefined. Almost hal [ of current trade received 1mmediste duty -Inee
tresument, with mod of the remaining weills w be eliminsted within 15 vears. Panama has eliminaied
duties on U.S. high-quality beel, [rozen urkey, sovbeans, sovbean meéal, sovbean odl and com oil,
almost all fruit and fruit produects, wheat, peanuts, whey, colton, and many processed products. The TPA
also provides duty-free access for speciflied volumes of some ag riculiural products through Tariff Rate

Quidas { TROs) annually,

In general, food products and beverapge s should be registered with the Panamanian Food Safety
Authority (AUPS A in Spanish) and should meet hygiene and quality control requirements, T is the
duty of the Ministry of Health o esablish the sanitary rules relating o the manufaciure, slorage and
rlml:cwmg of Food fnr more information, please access lhe 2017 Food and Agriculiural Import
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Panama eliminated the need for impon lice nses or permils when it created AUPSA. All companies with
a Centificate of Operations issued by the Minisury of Commerce and Indusiry of Panama can freely
import into Panama. For food and feed products, the exporier neads i comply with the sanitary or

phylosanilary import.

Creneral Import and Inspection Procedures
The Panamanian Food Safety Authority (AUPSA) was established by Decree Law 11 in 2006 1o issue
science-based sanitary and phytosanitary (SPS) impornt policies for agriculiural and food products

enteé nng Panmma W S psE ool pal.

For detailed information on import and inspection procedures, access the 2017 Food and Agriculiural
Impaort Hepulat ions and Standards (FARS) reporis on the GAIN Svaem.

Transport of goods to amd from Panama

With its Canal, Panama is considered one of the top iransport logistics centers in the wordd, The
couniry also has modern seaporis on (he Atlantic and Pacific oceans which are linked by a railway
network, highways and iniernational airporis which are capable of handling all sorts of cargo Dranspor.
Most of Panama’s trade moves through the Atlantic ports of Manzanillo, Criswobal and Evergreen, and
Balboa on the Pacific. The Tocumen International Airport handles the bulk of Panama s air cargo. The
rail road network is made up of one 47-mile-track and joins Balboa Port to Colon. Transpon capacity is
on average 500,000 containers per year. The road network comprises of 11,643 km of road. of which

4 (28 are larmac.

For more infor mation in Panama’s logistic centers:



Cobn Contaimne r Terminal,
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SECTION IV. MARKET SECTOR STRUCTURE AND TRENDS:

Business practices in Panama are very similar to those in the United Staes. Business tends 10 be direct
and straighiforward. On average, Panama Cily acoounts for 65 % of tolal national sales of consumer
poods. The remaining 35% is distributed among the principal cities of David, Colon. Santiago and
Chiitre.

Cenerally, the markeung channel structure in Panama s simple. Direct imponiérs acl a5 wholesalers and
in many cases also as retadders. This siluation i commaon in the case of food, apparel, automotive pans
and hardware products. In some cases for consumer goods, food and medicines, the retail operation is
separate from the wholesale operation. For industrial goods, sales are normally handled by local
exclusive agents or distributors, In other cases, local firms order directly from U5, brokers or the
manufacturer, Some of Panemas major imporiers of wines and spiris, appare], sutomotive parls and
elecironics are also regional disiributors for Central and/or South America, with warehousing facilities
localed in the Colon Free Zone (CFZ). Generally, CFE imporiers/digributors have affilisted stores in
Panama Cily for refail sale to the local market,

Panama has the highest per capila income in Central America. However, the majority of inoome is
skewed w a small, consumer goods-onented economic class. These upper-middle amnd upper income
class Tamilies have high levels of disposable income. They are imierested in purchasing high qualicy,
irend-setting goods. Price is less of a [actor in purchasing decigons made by this social-economic clas
than for the middle and lower income ¢lasses. While the majodty of Panamanians are interesied in
Quality, price plays a more important role in the purchase decision.

The use of the U.S. dollar as legal curréncy and consumer preference for high quality products al
competlive prices aré two réasons for high acceplance of US. products in Panama, Owverall, U.S.
prosducis are well acceptad in the market and are consdered of good quality. However, in many

instances, US. products must compete against lower priced products especially from South America
and Asia.

Ketail Sector

Preference continues (o grow towands supermarkets and away from traditional markets. Today’s
supermarkets are able o offer reduced consumer prices. relati ve to traditional retail (Mom & Pop)
venues, Supermarkets exhibil increasing diversity within the 5 largest supermarkei chains: Super 99,
Supermercado Rey, Super Xira, Riba Smith and Machetazo.

For more information, please access the 2017 Retail Food report on the GAIN Sysiem.

Market Promotion



Many foreign manufscturers of consumer products maintain a high profile presence in the couniry
through newspaper ads, large bil lboands, sponsored sporis events, and TV advertising, Badio advenising
is mainly used cutside of the Panama City metropolitan anea

Television and newspaper advenising are the promotion wols of choice for the majority of distribulors
of US. products. E-mail marketing. social media and online marketing is becoming increasingly
popular, especially for food & beverapges sector. Panama has a very competitive advenising market.
with standardized pricing and very good production quality. Additionally, rade shows, specialized
serminars and exhibitons are efMective tools Tor rade promotion. Special sale prices dunng events such
as Mother's and Father's Day, Back-to-School, and Easter are usually advertised in newspapers during
weekenis.
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Dimpaoet product prices are based on CIF value plus any exisiing inport iaxes, cusiom agent fees, in
couniry iransporiation cosis, and other product-related cosis such as change of label, The pricing
usially excludes U5, domestic marketing costs, allowing for a more-competitive and attractive price
in the Panamanian market

SECTION V. AGRICULTURAL AND FOOD IMPORTS

U5 Exports of Agricultural & Related Products to Panama
CY 2012-2016 and Year to Date Comparisons

(In milllons of dollars +)

Grains in Bulk

intermediate Products 11.0 135 145 12.7 11.7
Corsumer Driented Food (soybean meal, all, flour, amd

saads) 2.0 2.0 2.0 1.7 1.5
Distilled Spirits 6.0 11.2 16.5 20 203
Forest products 14.0 12.8 14.0 13.5 15.1
Fish products 4.0 i3 6.1 5.4 4.6

[i] Data Source: U.S. Census Bureau Trade Data, Foreign Trade Statistics
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