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Overview

Panama has a dual economy that depicts a modern and prosperous service sector in parallel with a relatively less robust and protected agriculture-based economy. In 2005, Panama’s real Gross Domestic Product was $13.9 billion and the annual real per capital income was $4,318. These economic indicators along with select social indicators, a high literacy rate (92%), a relatively low population growth rate (2%), and a relatively high life expectancy rates that exceed 70 years, mask more serious underdevelopment and security issues which threaten Panama’s democratic institutions and political stability, and compromise its future development. There are 1.2 million people (40% of the population) living below the poverty line. The economic and social well-being of many Panamanians, particularly those living on the edge, will worsen if the climate for increased investment and new economic opportunities, and income generation does not improve. The most pressing challenges facing Panama in the decade ahead are to i) ensure the modernization and continued smooth administration of the Panama Canal, the bedrock of its predominantly service-oriented economy, ii) establish the conditions for increasing trade and rural competitiveness while addressing widespread income inequality—the second worst in the region, iii) consolidate democracy, iv) modernize the judiciary, and v) fight systemic corruption. Panama’s special historical relationship, with the United States since its separation from Colombia in 1903 to the reversion of the Panama Canal Zone and U.S. military bases to Panamanian jurisdiction in 1999, has changed, but not its strategic importance. USAID programs focus on economic freedom, democracy and governance.
Programs

ECONOMIC FREEDOM
Maintaining the integrity of the Panama Canal Watershed (PCW) is critical to world trade, U.S. national security, and the Panamanian economy. Equally important, is a more democratic and prosperous Panama, sharing the benefits of trade-led growth broadly among its citizens since it will fortify political stability in the region, and ensure the uninterrupted flow of international commerce through the Canal. A key challenge facing the Government of Panama is to promote economic freedom and help the private sector increase its productivity and competitiveness to take advantage of global trade opportunities. USAID supports biodiversity conservation and protection in the PCW through programs that encourage best natural resource management practices, policy reforms and adoption, and the active participation and empowerment of stakeholders. USAID is forging public-private partnerships to help identify constraints and opportunities to improve rural and global competitiveness working with small and medium enterprises. Resource leveraging through strategic alliances and nontraditional partnerships have become a mainstay of our program. 
USAID works closely with the Panama Canal Authority, the Inter-institutional Commission for the Panama Canal Watershed, the National Environmental Authority, communities, local authorities and nongovernmental organizations to develop and implement strategic partnerships and alliances, participatory methodologies, best practices, and appropriate policies and regulations for optimal stewardship of the natural resources within this critical watershed. 
rULING JUSTLY
Panama’s fourth democratically elected president completed his first full year in office, with the country enjoying 16 consecutive years of political stability. The current GOP administration has expressed its commitment to fight corruption and is taking important steps to combat it. Yet, lack of transparency and inconsistencies in applying the rule of law continue to thwart domestic and foreign investment flows. USAID assistance contributes to the effort aimed at improving transparency and accountability in government. We support seminal activities by the Citizens’ Alliance for Justice Reform—a coalition of 15 civil society organizations, that advocates for critical judicial reforms and improved governance. In addition, we work with civil society and at the grass roots level to strengthen advocacy and oversight capabilities to galvanize public support for fundamental reforms.
Community Strengthening
In the remote and relatively underserved Darien region, bordering Columbia, USAID has helped empower more than 55 communities, raise household incomes, improve access to social and productive infrastructure and essential services, and legitimize the presence of local authority. USAID assistance has helped mitigate potential border conflict in this unsettled region.[image: image15.png]
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