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I. Introduction

1.1. The Embassy of India in Panama requested a Market Research to 

evaluate the opportunities for the Indian business opportunities in Outsourcing, Software and 

Hardware Industry.

.

The Market Research was conducted in:

1.- Panama

2.- El Salvador

3.- Honduras

4.- Nicaragua

1.2. The following information is the final report for the Market Research, which 

was conducted in the target countries between January and March, 2012.

Panama,  March, 2012



6Embassy of India, 
Panama

6

II. Objectives

2.1. Elaborate an exploratory Market Research, in order to provide substantial 

information regarding the opportunities for Indian Outsourcing ,Software and Hard ware 

Industry in Panama, El Salvador, Honduras and Nicaragua.

In each of the four countries, the following topics were developed:

� Country's Overview

� Country's Economy

� Important Outgoing Projects: 

- Public and 

- Private sectors

� Computer and Software 

� Outsourcing 

� Labour Law



7Embassy of India, 
Panama

7

III.  Methodology

3.1. Type of survey Quantitative and Qualitative research

3.2. Place of event The market research was conducted 

focusing on Panama, El Salvador, 

Honduras and Nicaragua. 

3.3. The Market Research In order to minimize expenses, the 

study was conducted from Panama, 

using the local offices of those 

countries as well as Lawyers firms, 

Custom brokers, Internet and other 

communication modalities and 

Institutions.

3.4. Field Work Team The field work team involved 

economist, professional interviewers 

and supervisors. All the personnel 

were appropriately trained before the 

formal beginning of the field work.

3.5. Chronology: The study lasted a total of 5 weeks:

Weeks

Presentation of the Final Report
Final report production
Interpretation and analysis
Data processing
Field work
Training

54321Chronology:
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Results of the Market Research

Investigaciones Mercadológicas
Puente de Comunicación
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A General explanation regarding the Software and Ha rdware optioned 

Statistics:

The gathering information related to this item has been very complicated due to two

factors:

1. Must of the basic software comes with the hardware when 

acquired.

2. 100% of the software post acquisition, are acquired on line

3. The import for those countries were based according with the 

tariff number:

Tariff Number: Tariff Description:

8471 Machines for automatic treatment or 

processing of data and units; Magnetic 

readers or optical. Machines for 

recording data with coded form and 

machines for processing or treatment of 

data not specified or included

8523 Software and related device to record sound or similar 

recording, except for products in Chapter 37 
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�We have obtain the most recent available information about Outsourcing, 

Projects, Economy information, Labour laws, for Panama, El Salvador, Honduras 

and Nicaragua.

The information presented below is the result of an insight research 

produced specially for the Embassy of India in Panama, about the Outsourcing, 

Computer & Software Market in:

�Panama

�El Salvador

�Honduras

�Nicaragua

Manuel Alvarado Guardia

Investigaciones Mercadologicas

surveys4@cwpanama.net

www.trail2/parnets.htm

Republic of Panama, March 2012
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Republic of Panama
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1.  Panama Overview

Inhabitants: ~ 3.322.000

Area of Panama: 75.517 km² (29.157 

square miles)

Spoken languages: Spanish, English

Borders with: Colombia, Costa Rica

Capital: Panama City

Seat of the congress/parliament: Panama City

Seat of the government: Panama City

Head of State and Government Chief: Ricardo Martinelli

Typical products: Mola painted fabric, Hauca baskets

Voltage: 120 V / 60 Hz

Telephone prefix number, Panama phone country code: +507

Time Zone: GMT/UTC -6 hours

Currency: Balboa (PAB), US Dollar (USD)

1.1. The Panama Canal:

•The history of the construction of the Panama Canal is the saga of human ingenuity and 

courage: years of sacrifice, crushing defeat, and final victory. More than 22,000 people 

gave their life in the effort.

•The construction started in 1880 with the French construction and was completed by the 

United States of America in the year 1914.

•The Panama Canal is approximately 80 kilometres long between the Atlantic and Pacific 

Oceans and the Canal uses a system of locks.
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Panama Canal / Con t…

•Recognized as the Eighth Wonder of the world, the Panama Canal is much more than 

an unprecedented engineering feat: You can do superb hiking and bird watching tours, 

at only minutes from downtown Panama City or visit the world's most researched 

rainforest: the Smithsonian Institution's natural laboratory of Barro Colorado Island in 

Lake Gatun.

• Economy – overview

Panama's dollar-based economy  rests primarily on a well developed 

services sector  that accounts for three-quarters of GDP. 

Services include operating the Panama Canal, logistics, banking, the 

Colon Free Zone, insurance, container ports, flagship registry, and tourism. Economic 

growth will be bolstered by the Panama Canal expansion project that began in 2007 

and is scheduled to be completed by 2014 at a cost of US$5.3 billion - about 25% of 

current GDP. The expansion project will more than double the Canal's capacity, 

enabling it to accommodate ships that are too large to traverse the existing canal. 

The United States and China are the top users of the Canal. Panama 

also plans to construct a metro system in Panama City, valued at US$1.2 billion and 

scheduled to be completed by 2014. Panama's booming transportation and logistics 

services sectors, along with aggressive infrastructure development projects, will likely 

lead the economy to continued growth up today.. 

Strong economic performance has not translated into broadly shared 

prosperity. About 30% of the population lives in poverty; however, from 2006 to 2010 

poverty was reduced by 10 percentage points, while unemployment dropped from 12% 

to 6% of the labour force. 
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Panama and the United States signed a Trade Promotion Agreement in June

2007, which once implemented, help promoting  the country's economic growth.

Seeking removal from the Organization of Economic Development's gray-list of

tax havens, Panama has also recently signed various double taxation treaties with

other nations.

Source: indexmundi.

Labour Force:

Source: Source: CIA - The world factbook ; UN - United Nations ; World Bank

Working conditions

Legal weekly duration

Panamanian labour law allows 4 work shifts per day:

1) Day work of 8 hours maximum per day and 48 hours per week which should take place

between 6 AM and 6 PM. 

2) Night work of 7 hours maximum per day and 42 hours per week which should take

place between 6 PM and 6 AM. 

3) Mixed work (night and day) of 7.30 hours maximum per day and 45 hours per week

which should take place during the two cycles of work. More than 3 nights per week the

other periods are automatically considered as night. 

4) Rotating cycle when the company needs staff during the different shifts.

4.2 4.24.24.55Unemployment rate (%)

---64.6-Rate of activity (%)

---1,557,000-Labour force

2013 (e)2012 (e)201120102009The active population in figures:
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Retirement age

57 years for women and 62 years for men.

Working contracts

The employment contracts are regulated by legal clauses and to a lesser 

degree by collective agreements and individual negotiations.

The terms of employment contracts, the conditions of hiring and dismissal are 

strict.

Cost of labour:

Minimum wage US$ 432 to 490 (2012)

Average wage The average monthly salary is around 

US$ 500 in the public sector and around 

US$ 420 in the private sector.

Salaries are paid every two weeks and the 13th 

month is spread out over 3 payments in 

the months of April, August and 

December.

Social contributions

• Social security contributions paid by employers: 10.75%.

• Social security contributions paid by employees: 7.25%.

Source: Emporiki Bank Last updates: March 2012
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Economic trends

Before the international financial crisis, the Panamanian economy had the 

highest growth rate in Latin America (this was due to the enlargement of the canal, as 

well as the development of the Colon Free-Trade Zone, the banking and real estate 

sectors). The country resisted well the international financial crisis, the sensible 

slowdown of the activity interrupted the trend that was overheating its economy. After 

having displayed a growth rate of 3% in 2009, the Panamanian economy rebounded, 

reaching a growth of 10.6% in 2011, stimulated by the revival of international trade and 

the increase in public investments.

In a parallel direction as the large infrastructure and development projects 

(skyscraper, highway, enlargement of the canal and the construction of a third set of 

canal locks, construction of a new port in the Pacific and the restoration of Panama's 

bay), the president Martinelli has launched a five-year strategic plan 2010-2014 aiming at 

increasing the state's resources and reducing the public debt. The tax regime, in a 

medium term, anticipates a tax law reform and the reinforcement of the fiscal 

administration. The president also wishes to clean Panama's reputation as a "fiscal 

paradise" and the country has already made progress in that ground: Panama has 

obtained the degree of a country for investment from different rating agencies; and the 

OECD has re-classified the country in the "gray list" instead of the "black list" of the non-

cooperative fiscal paradise (tax-haven) countries.

Revenues from the Panama Canal represent up 10% of GDP, 

with port activites and logisticsrepresenting further 20%.
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Despite the remarkable progress that Panama has made, poverty still 

affects 30% of the population and the inequalities are among the highest in Latin 

America. The unemployment rate, estimated at 5.5% in 2010, is declining, but 

informal employment still involves more than 40% of the active population. In 2011, 

inflation reached 5.5%.

Main branches of industry

Agriculture represents 5% to GDP and employs 15% of the active 

population. The main productions of Panama are bananas and all other fruits, 

vegetables, corn, sugar, rice, coffee, construction wood, livestock and shrimp. 

Panama has limited natural resources: construction wood, copper and gold.

The industrial sector is moderate and contributes only 15% to the GDP. The main 

industrial activities are based on industrial food preparation, dairy products, sugar 

refinery, clothes manufacturing, petroleum products, chemical products, paper and its 

by-products, printing, furniture manufacturing and construction.

The tertiary sector, which contributes to more than three fourths of the 

GDP and employs two thirds of the active population, is the real driver of the country's 

economy. It involves: finances, insurance, health and medical, transports, 

telecommunications, maritime services, tourism, the trade-free zone of the two points, 

public administration and trade. The Free- trade Zone of Colón , established in 1953, 

is a centre of foreign investments in the manufacturing industry.

International trade

Panama is a country mainly directed towards export. The Colon Free-

Trade Zone, which is the 2nd largest free-trade zone in the world after Hong Kong, 

displays the country's openness to foreign trade. In 2011, the foreign trade's share 

was more than 25% of the GDP.
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Panama mainly exports fishing and sea products, bananas, petroleum 

products, sugar and coffee. Panama's main clients are the United States, Japan, 

Germany, Italy and Singapore.

Panama essentially imports electrical equipment & electronics, crude oil, 

foodstuffs, chemicals, vehicles and pharmaceutical products. Panama's main suppliers 

are the United States, Japan, Costa Rica, Mexico and China. The trade balance of the 

country is structurally in deficit, a trend that has increased in these recent last years.

Based on services and an openness to foreign trade, in 2012 the 

country's economy remains very dependent on the international situation and on 

global demand.

Source: emporikitrade
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2.00Undenatured ethyl alcohol of an alcoholic strength...

2.40Jerseys, pullovers, cardigans, waistcoats and...

2.50Men's or boys' suits, ensembles, jackets, blazers,...

2.50

Television receivers, whether or not incorporating...Television receivers, 
whether or not incorporating radio-broadcast receivers or sound or video 
recording or reproducing apparatus; video monitors and video projectors

2.70Footwear with outer soles of rubber, plastics,...

3.30Perfumes and toilet waters (excl. aftershave...

3.30Women's or girls' suits, ensembles, jackets,...

4.90Footwear with outer soles and uppers of rubber or...

9.50Medicaments consisting of mixed or unmixed...

15.80Antibiotics

2010
(%)

Main exports

1.60%Perfumes and toilet waters (excl. aftershave...

1.60%Television receivers, whether or not incorporating...

1.70%Men's or boys' suits, ensembles, jackets, blazers,...

1.80%Jerseys, pullovers, cardigans, waistcoats and...

2.10%Transmission apparatus for radio-telephony,...

2.70%Women's or girls' suits, ensembles, jackets,...

3.40%Motor cars and other motor vehicles principally...

3.50%Footwear with outer soles and uppers of rubber or...

5.30%Medicaments consisting of mixed or unmixed...

10.30%Antibiotics

2010
(%)

Main imports
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Colon Duty Free Zone

Location is one of the main keys to the enormous success of the Colon Free 

Zone, making it an ideal hub in this age of globalization of the world’s economy. The Colon 

Free Zone is the main commercial distribution centre for the hemisphere. To this end the 

Zone is constantly reconstructing and modernizing warehouse, shipping and transit systems 

for all types of merchandise, keeping one step ahead of modern technology and always 

ready to offer the best multimodal services.

Global logistics centre

Nearly all world routes pass the Colon Free Zone located as it is at the Atlantic 

gateway to the Panama Canal with access to both the Atlantic and the Pacific.

Wholesalers and retailers travel to this Free Zone because here they are able to buy all 

consumer products either by the container load or in smaller quantities, because Free Zone 

importers specialize in bringing in container loads of goods, and breaking them down for 

resale.

Historically the Zone has staked its ground on importing goods duty-free from 

around the world and selling them to tariff-bound Latin America. With that business basis no 

longer relevant as Latin tariff barriers have fallen, the Zone has had to reshape and expand 

its business according to the ground rules now prevalent worldwide: globalization of trade, 

speed and efficiency of transit, and competitive prices.
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Advantages

The Colon Free Zone has a number of elements which support commercial 

activity on such differing levels as transport and financial operations. Panama’s main cargo 

airport is Tocumen International and there are five major seaports with every modern cargo 

handling facility.

Freight moves by air, land, rail and sea. Every year, over 12,900 cargo 

vessels cross the Canal under the flags of over 100 nations. Panama has the world’s 

largest merchant fleet, with a registry of more than 8,000 ships. Many of them stop for 

cargo and buy their supplies from chandlers operating from The Colon Free Zone.

More than 58 international passenger and cargo airlines use the Tocumen International 

Airport. The majority share in the cargo generated through The Colon Free Zone and a 

number of cargo airlines use the airport for special flights.

Finally, Panama’s International Banking Centre with over 90 banks from around the world, 

with deposits totalling US$ 33 billion is a great advantage. More than 15 banks have 

branches within the Free Zone itself.

All of these advantages, together with the national currency, the Balboa 

which is permanently at par with the American dollar, which is legal tender in the country 

and for which there are no exchange restrictions, make an ideal climate for international 

commerce.

A modern communications system and an efficient tourism service add to the 

facilities enjoyed by the Colon Free Zone users.
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Facts about the Colon Free Zone

The Colon Free Zone, with over 2,500 companies operating within its 450 

hectares, is not only the world’s biggest free zone after Hong Kong, but the best 

geographically located, and therefore the one with the best, most efficient and fastest 

distribution facilities. It is served by five major ports – all within a few kilometres.

The path of commerce is also smoothed by the fact that the US$ is legal tender.

The Free Zone handles more than US$16 billion in imports and re exports each 

year. It employs more than 28,000 people with the best-trained bilingual work force in 

Central America.

The Zone hosts 250,000 buyers, business people and tourists each year.

Major imports are from Asia, Europe and North America. Major markets include South 

America, Central America and North America.

Deposits made in the Banking Centre of Panama from the Colon Free Zone 

last year were US$578 million.

Credit from the Banking Centre represented approximately US$1,024 million.

Strict measures to thwart money laundering and brand name piracy are in place. A special 

copyright office was created in August 1997.

Source: colonfreezone.com
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1.2. Economy

Economic Performance:

Panama has became an important nation for international trade upon completion 

of the Panama Canal in 1914. The ten-year project was constructed within the Panama Canal 

Zone, a territory that was assigned US sovereignty after the United States aided the nation in 

gaining its independence in 1903. The canal and surrounding land was turned back to the 

Panamanian government in 1999, and the canal is currently undergoing a US$ 5.3 billion 

expansion doubling its capacity.

Panama is a small nation located in Central America. With landmass smaller 

than South Carolina, it is home to almost 3.5 million people. Roughly 75 percent of the 

population lives in an urban environment, Panama City the most populous with nearly 1.4 

million people.

Panama’s economy is based on the dollar, and is heavily dependent on the 

nation’s service sector. A major portion of the GDP is derived from the Canal and its ancillary 

industries. 

Resume of Economic Performance 

4.5%  Unemployment

US$ 1.57 million note: shortage of skilled labour, but 
an oversupply of unskilled labour

Labour force

29%Population

5.90%Inflation (CPI)

agriculture: 4.3%; industry: 16.6%;services: 79.1% GDP by sector

US$13,600 GDP per capita

10.60%GDP growth

US$50.25 billion GDP:

Statistics 2011
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US$1.803 billion Foreign reserves

Outlook: Positive

BBB-

Fitch:
[3]

Outlook: Stable

Baa3

Moody's:
[3]

Outlook: Stable

AAA (T&C Assessment)

BBB- (Foreign)

BBB- (Domestic)

Standard & Poor's:
[

Credit rating

US$8.46 billion Expenses

US$7.7 billion Revenues

41.7% of GDP Public debt

Public finances

US$10.9 billion Gross external debt

Japan 25.3%, China 19.6%, Singapore12.3%, United 
States 10%, South Korea 9.3%, Ecuador 4.1% 

Main import partners

capital goods, foodstuffs, consumer goods, chemicalsImport goods

US$13.22 billion Imports

U.S. 39.2%, Netherlands 10.7%, Costa 
Rica 5.8%, Sweden 5.4%, U.K. 5.4%,Spain 5%, Taiwan 4.3%,
China 4.1% 

Main export partners

gold, bananas, shrimp, sugar, pineapples, watermelonExport goods

US$13.22 billion Exports

External

construction, brewing, cement and other construction 
materials, sugar milling

Main industries

Statistics 2011

Source; Index Mundi
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Economic competitiveness and stability

Panama’s economic competitiveness is high with a 4.33 GCI index, tied with 

India and better than most nations in Latin America. Its macro economic stability is also 

high with a 5.2 index, the same as Mexico.

Infrastructure

A nation’s infrastructure is a major component in choosing where to 

establish outsourcing operations. Poor infrastructure can lead to less-productive working 

environments. Luckily, Panama has very good road quality and electrical supply, better 

than most of its neighbours.

Regulation

Panama ranks seventy-second globally in the annual Doing Business survey 

for ease of doing business. Its complexities for registering a start-up business are low, 

requiring just nine days. Filing taxes, although lower than many competing nations, is still 

a lengthy process requiring 482 hours of preparation.

Corruption

Corruption, of the even the perception of it, can be very costly and be a 

major factor in deciding where to establish outsourcing businesses. Corruption can often 

lead to unforeseen costs and delays. Panama is moderate corruption perceptions; with an 

index of 3.6 it is comparable to Brazil, India, and Thailand.

Legal and intellectual property protection

Contract enforcement in Panama generally requires 686 days to fully 

execute, with 31 requisite procedures. Enforcing a contract is costly, generally 50 percent 

of the total value will be spent to fully enforce.
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Protections of intellectual property are strong in Panama. The nation 

scored a 4.0 index, better than India, most of Latin America and comparable or better 

than Eastern Europe. According to the 2010 Global Software Piracy Study, Panama 

has fairly high rate of software piracy at 73 percent.

Source: Doing Business (World Bank), 2010, latest available information



27

Source: IMF - World Economic Outlook Database ; World Bank
Note: (e) Estimated data

Source: World Bank - last available data.

66.419.613.9
Employment by sector (in % of total 
employment)

7816.75.3Value added (in % of GDP)

65-2.6Value added (annual % change)

ServicesIndustry
Agricultur

e
Breakdown of economic activity by 
sector

---11.2 (e)-12.4Current Account (in % of GDP)

-4.07-3.98(e)-3.74Current Account (billions US$)

33.5(e)5.7Inflation rate (%)

9,750.119,114.43(e)8,420.64GDP per capita (US$)

6.67.2(e)7.4
GDP (constant prices, annual % 
change)

36.2833.31(e)30.23GDP (billions US$)

2013 (e)2012 (e)2011Main indicators:

Economic Indicators:
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9.60%IV/11GNP (Trimester)

10.60%2011GNP (Annual)

11.40%2011/10*WPI (December)

5.90%2012/11**PCI  (February)

VariationPeriodEconomy Indictors

Resume:

(*)    PCI: Per Capita Income
(**)  WPI: Whole Sale Price Index

Economic Forecast
(% of annual changes of GNP by constant prices)

Updated: 15 of January  2011. 

----7,59,9Market Vision Panamá

--------CEPAL

------5,2Banco Mundial

----7,06,1Fondo Monetario Internacional

6,06,06,35,9Indesa

4,911,013,09,2Panama Economy Insight

2014201320122011Forecaster Sources:
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Banking Centres

With its skyscrapers glinting in the intensely bright sun, the centre of modern 

Panama City resembles a miniature Manhattan. Panama has the most modern and 

successful international banking centre in Latin America. The International Banking Centre 

(IBC) is made up of 93 banks of these 49, including the two official banks have a General 

License, 31 have an International License and seven a Representation License. In 

addition, there are 14 representative offices.

At December 31, 2010 reflected a continued dynamism in the banking 

supported by its strength both in financial indicators such as adequate levels of solvency. 

The assets of the banking centre at the end of 2010 amounted to US$.71,931 million, 

while assets are located in the System US$ 57.566 million.

Domestic credit to private sector amounts to US$.24, 337 million, showing 

an increase of 13.3% compared to the same period a year earlier. This dynamic is 

supported by a favourable trend in the lines: industry (31.9%), commerce (22.7%), 

construction (12.7%), mortgage (9.8%) and personal consumption (8.7%).

The loan interest rates are at an all time low, as evidenced by a report from 

the Superintendent of Banks of Panama. During the period 1999 to 2010, the trend in 

rates has been a constant low. In this period the interest rate for loans to trade one year 

rose from 10.5% to 7.5%, which represented a decrease of three percentage points.

In the same period, the interest rate on loans for personal consumption rose from 12.7% 

to 9.9%, representing a reduction of 2.8 percentage points. In the case of loans to 

industry, the rate increased from 10.5% to 7.6%, resulting in a drop of 2.9 percentage 

points.

For 2011 it is expected that the rate of the Federal Reserve System (FED 

acronym in English) United States remains low. By continuing to fall, also provides that the 

LIBOR (London Interbank Offered Rate), interbank rates and interest rates of banks
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remain stable. Most agencies in the United States qualified to do so have made it 

clear in their projections.

Banks that increased their growth during this period were: Banco

General, HSBC, Global Bank, Citibank and Multibank.

The IBC has more than 18,000 employees, with a payroll that exceeds 

the $ 200 million a year, and an investment in fixed assets such as buildings, 

equipment and furniture  totalling more than US$ 450 million.

The Panamanian banking system has several strengths, from the organizational 

point of view:

An economic environment that will continue to foster a positive 

business climate, despite the global crisis.

Conservative credit management policies in areas of high exposure.

Liquidity of its system which will continue to fuel the credit cycle.

An asset adequacy that remains sound and strong.

International Banking Centre of Panama

Since 2008 Panama has a new Banking Law, l it gives the  

Superintendence of Banks more power. It focuses mainly on three aspects:

•Increased national and international monitoring

•Customer Protection

•Strengthening the regulator.

Among the aspects related to monitoring points are highlighted as an 

extension of supervision by the Superintendence of Banks does the banking groups 

consolidated their operations in Panama. 
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It also includes regulatory powers to holding companies that consolidate 

operations in Panama, an oversight they call "reasonable" non-banking corporation or 

financial that may be at risk of infection on Banking Group in Panama.

On the issue of banking consumer protection among other things, authority 

to settle claims up to US$ 20,000 that cannot be settled between banks and consumer 

banks. It accelerates the process of bank resolution and ensures prompt payment to 

depositors under US$ 10,000 through the sale of liquid assets available.

As the entity is increased independence and autonomy in administrative 

and budgetary management and administrative career includes the banking supervisor.

It is known as the National Banking System banks General License, including the two 

official banks - Banco Nacional de Panama and the Savings Bank - and the multinational 

Latin American Export Bank (BLADEX).

Long recognized as the most important international banking centre in the 

region, and along with the Panama Canal, the Companies Act, the Merchant Shipping 

Act and Registration of Ships, the Colon Free Zone, insurance laws, reinsurance and 

captive insurance, capital market and stock exchange incipient but growing strongly, a 

modern Trust Law and, more recently, the new Panamanian Private Foundation, and the 

new Isthmus Railway, make Panama a true Centre of International Services . This is all 

part of a tradition several centuries as a route and crossroads of nations and allowing 

Panama to continue and develop this mission to serve the economy and world trade.

The International Banking Centre began as a result of the advantages of 

the previous legislation, approved in 1970. This was replaced in 1998 by a new banking 

law that created the Superintendence of Banks, an institution with complete autonomy, 

independence and ample powers to practice a strict supervision, including the 

consolidated supervision of the foreign banks. 
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The law also incorporated other statutes, those of adequacy of capitals 

based on the average assets according to the risk, further to the guides of Basilea. 

The Superintendence and the Association are in the analysis and discussion phase of 

the eventual and programmed adoption of the new Capital Agreement of Basle II. A 

section of these dispositions is being incorporated to the existing regulation and the 

rest will be adopted slowly.

The new banking law will maintain:

Fundamental elements of the banking confidentiality and the identity of 

account holders.

Continue in force the Numbered Account Law. This is not an obstacle 

for Panama to have a series of laws, decrees, agreements and regulations for the 

prevention of Money laundering. Due to its strict dispositions, it serves as a model for 

other countries.

Panama has unique advantages for banking, financial and commercial 

businesses, due to the absence of a central bank, a monetary authority and paper 

currency. Another fundamental characteristic is the use of the North American dollar 

as the currency legal tender, which has contributed to strengthen the Panamanian 

IBC from the financial crisis.

Recent Transactions

Mayor merger agreements have been key for the financial market, and 

will bring new opportunities for the country.
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For the period 2010 into consideration, licenses were granted to Banco

Prival, S. A. or Prival Bank, S. A. (In English), Banco Internacional de Perú, S. A., 

Interbank, Banco La Hipotecaria, S. A., United Bank & Trust, Inc., 

The Bank Of Nova Scotia (Panama), S. A. Other bank license 

applications that were processed during this period are of capital from Guatemala, 

Honduras, Colombia, Venezuela, Argentina, Spain and the Principality of Andorra.

Also attended and approved the license change requests bank Banca Privada

D'Andorra, S. A. (change license International Representation) and Banco Lafise

Panama, S. A. (International license change to General). In turn, authorized the 

cancellation of licenses Banesco Universal Bank, C. A., Andorra Banc Agricol Reig, S. 

A., Panama Branch BNP Paribas, Societe Generale, S. A.

As a result of the reorganization of Stanford Bank (Panama), SA, through 

Resolution SBP No. 28-2010 of February 2, 2010 authorized the sale of 100% of its 

shares to the company Strategic Investors Group, Inc. Additionally, through Resolution 

SBP No. 78-2010 of March 31, 2010, and rose as he concluded the reorganization of 

the Bank. Subsequently, by resolution S.B.P. No. 92-2010 of April 21, 2010 were 

authorized to Stanford Bank (Panama), S. A. to change its name to the Balboa Bank & 

Trust Corp.

The entry of new institutions is a faithful sample of the competitiveness of 

the banking and recognition of safety and quality of supervision and regulation of the 

Panamanian banking system.

The Banking Centre has experienced a dynamic in the mergers and 

acquisitions bank. During this period, several requests were approved mergers and 

acquisitions of banks, and to transfer the shares of banks and companies forming part 

of the bank's economic group.
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To date, the members of the FATF are two organizations in  the European 

Commission and the Cooperation Council of the Gulf  and 29 countries and territories: 

Argentina, Australia, Austria, Belgium, Brazil, Canada, Denmark, Finland, France, 

Germany, Greece, Holland, Hong Kong, Ireland, Iceland, Italy, Japan, Luxembourg, 

Mexico, Norwegian, New Zealand, Portugal, United Kingdom, United Status, Singapore, 

Spain, Sweden, Switzerland and Turkey.

Banking Transparency and Regulation

The Latin-American Federation of Banks (“Federacion Latinoamericana de 

Bancos”) (FELABAN) has considered of main importance to make a collection of the 

totality of the existing legislation regarding money laundering of assets in Latin-American 

countries members of the Federation.

The Panama’s banking law meets the standards of leading financial centres 

around the world for transparency and regulation. The regulations have been made to 

assist the region and beyond in the areas relevant to improving the competitiveness of 

the domestic banking system.

The organism that has coordinated with most success the international 

initiatives against money laundering is the Work Group of Financial Action regarding 

Money Laundering (“Grupo de Trabajo de Acción Financiera sobre el Lavado de Dinero”) 

(GAFI).

In 1989, the increasing worry that awoke the threat of Money laundering to 

the international financial institutions and the banking system, moved the leaders of the 

Group of Seven (which include the heads of state of Germany, Canada, United Status, 

France, Great Britain, Italy and Japan) to establish the FATF. 
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This new intergovernmental work group, with the capacity to set policies, 

was assigned the responsibility of examining techniques and tendencies of money 

laundering, the previous national and international action and determines additional 

measures against money laundering. 

In 1990, to establish a worldly structural frame of the efforts against 

Money laundering, the FATF issued The Forty Recommendations. Today, this 

collection, which included the measures, is the main international norm against Money 

laundering. The Forty Recommendations and the Interpretation Notes cover the 

criminal justice system and application of the law, the financial system and its 

regulation and the international cooperation. The recommendations establish 

principles of action and provide to the countries the flexibility to apply them according 

to their circumstances and particular laws. Although it is not a mandatory international 

convention, many countries have acquired a political compromise to fight Money 

laundering by means of the application of the recommendations.

Moreover, Panama has turned into one of the leading countries 

supporting the FATF and OECD movement to implement measures in international 

financial centres to cope with capital laundering and terrorist financial activities. Tighter 

controls have been put on banks to report all deposits and withdrawals of more than 

US$10,000, identically as done in the United States.

Bankers’ awareness that Panama has to clean up its image is also 

making them more thorough about checking the credentials of new customers. The 

“know your customer” policy includes tighter reference requirements and origin of 

funds. Nevertheless, banking secrecy continues in place.

Panama's Stock Exchange 

In addition, Panama is one of the most secure international offshore 

centres in the world. 
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The Panama Stock Exchange is one of the fastest-growing in the region. 

Since beginning operations in 1990, the local securities market suffered a positive 

transformation that allowed the widening of the market and increased the number of 

intermediaries in the first decade of operations. The Market made negotiations of over 

US$ 2,639 millions in titles of the primary market and more than US$ 366.4 millions in 

the secondary market.

Law 1 of 8 July 1999 regulates the requirements to operate in the Stock 

Market of Panama (“Bolsa de Valores de Panamá”) (BVP), and these are established by 

the local National Securities Commission (“Comisión Nacional de Valores”) (CNV). The 

transactions of the BVP are undertaken by the intermediation of persons authorized and 

qualified by the CNV.

The year 2010 was a year of strong growth for the Panama Stock 

Exchange. The Stock Exchange of Panama, although small in terms of number of 

transactions and participants, showed a 61.35% percentage increase from 2009. The 

total value traded on the Stock Exchange of Panama was US$ 2,639 million, while in 

2009 ended with a total traded value of US$ 1,635 million being the largest value traded 

since the Panama Stock Exchange began operate for 20 years.

The Stock Exchange of Panama offers investors both debt such as bonds 

and promissory notes and corporate actions. In the primary market, ie instruments of first 

issue, which at the Panama Stock Exchange could be bonds or stocks. The bonds were 

the undisputed stars with transactions totalling US$ 539.8 million dollars in mid-

December 2010, followed by Treasury notes with a turnover of US$ 471 million.

In the secondary market, the market where you can buy and sell securities outstanding, 

the shares were the main engines with a transaction value of US$ 59.2 million U.S. 

dollars followed by the preferred shares with a transaction value of US$ 37.2 million 

dollars.
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o Law 41 of October 2, 2000, which defines the crime of money laundering with 

regard to the predicate offenses: qualified fraud, illegal arms trafficking of humans, 

kidnapping, extortion, embezzlement, corruption of public officers, acts of terrorism, 

international theft, trafficking of vehicles and drug trafficking.

o Law 42 of October 2, 2000, which establishes as "accountable persons" in the 

observance of due diligence for banks, trust companies, currency exchange offices, 

money transfer service providers, non-bank loan companies, savings and loan 

cooperatives, securities exchanges, securities clearing houses, securities firms, 

securities brokers and investment managers.

o Law 45 of June 4, 2003, by which Chapter VII to Title XII of the Second Book of 

the Penal Code is added therein under the heading of Financial Crimes, fraud, illegal 

money transfers, concealing, deleting and counterfeiting accounting books and 

related documents. Disclosure of classified information, omitting or denying 

information, price discrimination, signing of fraudulent agreements, collecting 

financial means without proper authorization, among other types of crimes with their 

respective sanction.

o Executive Decree No. 78 of June 5, 2003, which modifies the name of the 

Financial Analysis Unit (FAU) to Financial Analysis Unit for the Prevention of Money 

Laundering and the Financing of Terrorism and extends its duties and 

responsibilities to assets related to the financing of terrorism.

oLaw No. 48 of June 26, 2003, which regulates the operations of money remittance 

companies.

o Law No. 50 of July 2, 2003, by which Chapter VI, denominated Terrorism, is 

added to Title VII of Book II of the Penal Code and sets forth other provisions, This 

Law defines the crimes of terrorism and the financing of terrorism, turning both into 

autonomous crimes in our legislation.
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Decree Law No. 2 (February 22 of 2008) amending Decree Law 9 of 

1998, which reforms the banking system creating the Superintendence of Banks 

establishing the entity’s functions and objectives regarding banking institutions and 

any person engaging in banking business in or from Panama. Besides it defines 

licensing conditions and terms which are commonly in banking activity, such as 

productive assets, foreign bank, Panamanian bank, banking standard-form contract, 

and others. It also defines functions of the Superintendence Board of Directors and 

the figure of the Director, administrative matters and regulation and supervision rates 

for the banking industries.

This proven commitment by the Republic of Panama against money 

laundering and financing of terrorism includes both the public and private sector, 

guarantees that Panama shall continue in this crucial endeavour and fully 

understands the importance of international coordination and cooperation.

Source: Business Panama
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Sources of general economic information:

Ministries:

Ministry of Foreign Affairs 

Ministry of Economy and Finance 

Ministry of Commerce and Industry 

Ministry of Public Works

Statistical Office:

Statistics Office

Central Bank:

Ministry of Economy and Finance 

National Bank of Panama 

Stock Exchange:

Panama Stock Exchange

Main online newspapers

El Panama America 

La Prensa

Search Engines:

Google.com.pa

Panama1.com

Economic portals:

Panama Canal Authority

Panama Financial Information Standards
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Investment Opportunities

MI maintains its positive outlook toward Panama's growth outlook, forecasting 

real GDP growth of 8.1% in 2012 and 7.3% in 2013, as a result of continued robust private 

consumption. That said, we caution that with the completion of the Panama Canal nearing, 

the previous steady stream of investment may become somewhat less stable until the 

country is able to ensure more diversified investment opportunities.

Despite rising global headwinds in Q311, Panama's real GDP growth surprised 

to the upside at 10.4%, bolstered by strong commercial and construction sector activity. 

Panama remains a regional growth outperformer and we expect this trend to continue in 

coming years.

The Panama Canal remains a guaranteed source of income and freight 

volumes for the country and it will provide a further boost to trade and earnings in late 2014, 

when the ongoing US$5bn expansion project is completed. The ratification by the US 

congress of the Panama Free Trade Agreement (FTA) is also excellent news for freight 

transport volumes, as it will certainly boost trade between the two countries.

Key Industry Data

Air freight tonnes are set to grow by 5.3% in 2012, to 131,100 tonnes. BMI 

forecasts average annual growth of 4.6% over the medium term.

Total tonnage throughput at Balboa is expected to grow by 5.8% in 2012. We 

forecast average annual growth of 6.9% over the medium term.

Total tonnage throughput at Manzanillo is forecast to grow by 2.9% in 2012. 

We forecast average annual growth of 3.6% over the medium term.
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Key Trends

Panama Canal Users Should Expect Rising Costs As 20 14 Approaches

BMI believes that shippers using the Panama Canal will face rising costs in 
the approach to 2014, the completion date for its expansion. BMI believes that with 
shipping rates remaining depressed, shipping lines will try to pass on the increasing cost 
of transiting the canal to their customers.

Panama Canal Expansion To Be Delayed Further, Unite d Group Risks US$54mn 
Fine

BMI believes it is becoming increasingly unlikely that the Panama Canal 

expansion will be finished by the end of 2014, as the project, currently six months behind 

schedule, continues to struggle with delays.

Source: http://www.agentschapnl.nl/onderwerp/panama-goedere nvervoer-
kwartaal-iii-2012
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1.3. Important ongoing projects

Panama Canal expansion:

The expansion of the Panama Canal (Third Set of Locks Project) will double 

the capacity of the Panama Canal by 2014 by allowing more and larger ships to transit. 

Then-Panamamanian President Martin Torrijos presented the plan on April 24, 2006 and 

Panamanian citizens aproved in a national referendum by 76.8% of the vote on October 22, 

2006.

The project creates a new lane of traffic along the Canal by constructing a new 

set of locks. Details of the project include the following integrated components:

•Construction of two lock complexes—one on the Atlantic side and another on the Pacific 

side each with three chambers, which include three water-saving basins;

•Excavation of new access channels to the new locks and the widening of existing 

navigational channels; and,

•Deepening of the navigation channels and the elevation of Gatun Lake's maximum 

operating level.
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On September 3, 2007, after approval by the Cabinet, National Assembly 

and referendum, the Panama Canal expansion project officially started. Panama's then-

president Martin Torrijos stated that the Canal will generate enough wealth to transform 

Panama into a First World country. The project is also expected to reduce poverty by 

about 30%, resulting in an 8% poverty rate in Panama afterwards.

Outside Panama, the expansion will create demand along the US Eastern 

Seaboard for ports able to handle post-Panamax ships; as of January, 2012, though 

ports from Miami to New York are considering renovations including dredging, blasting, 

and bridge-raising, only Norfolk, Virginia is completely ready for these larger ships.

Estimated cost of the project

ACP estimated the cost to construct the third set of locks at approximately 

US$ 5.25 billion in 2006. This estimate includes design, administrative, construction, 

testing, environmental mitigation, and commissioning costs. Additionally, this cost 

includes contingencies to cover risks and unforeseen events, such as those that might 

be caused by accidents, design changes, price increases, and possible delays, among 

others. The cost of interest paid on loans during construction is not included. The most 

relevant program cost is that of constructing the two new lock complexes – one on the 

Atlantic side and the other on the Pacific side – with estimated costs of approximately 

US$ 1.11 billion and US$ 1.03 billion each, plus a US$ 590 million provision for possible 

contingencies during their construction.
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Employment generation

According to the ACP, the Canal expansion's impact on employment

will first be observed in the jobs directly generated by the economic boom 

experienced during the years of its construction. Approximately 35,000 to 40,000 

new jobs will be created during the construction of the third set of locks, including 

6,500 to 7,000 additional jobs that will be directly related to the project during the 

construction's peak years.

However, officials state that the most important impact on employment 

will be medium and long term and will come from the economic growth brought 

about by extra income generated by the expanded Canal and the economic activities 

produced by the increase in Canal cargo and vessel transits – all of these 

contributing to fully leverage the advantages of Panama's geographic position.

The labour required for construction of the third set of locks will, in its 

vast majority, be done by Panamanians. To ensure the availability of Panamanian 

labour necessary for the third set of locks project and its connected activities, the 

ACP and public and private authorities will work jointly to train the required workforce 

with sufficient lead time, so that it has the necessary competencies, capabilities and 

certifications. The amounts necessary to carry out these training programs are 

included in the cost estimates of the project.

Critics dismiss this as pure demagogy, noting that by the ACP‘ s own 

studies at the peak of construction there will be fewer than 6,000 jobs created and 

that some of these will be highly skilled posts filled by foreigners because there are 

few Panamanians who are qualified to fill them.

Source: Wikipedia
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The Panama Canal expansion, huge engineering

The new locks will increase by 40% the capacity of transit of goods

The capacity expansion of the Panama Canal is one of the great engineering 

feats of the century, as a 40% increase in traffic capacity of existing freight shipping routes 

connecting the Atlantic and Pacific. New locks will be built that will be connected to the 

system of existing channels. These dimensions allow cross in opposite directions 

navigation of vessels larger than currently allowed. The project implementation works will 

not affect the operation of the Canal.

The capacity expansion of the Panama Canal is one of the great engineering 

feats of the century, as a 40% increase in traffic capacity of existing freight shipping routes 

connecting the Atlantic and Pacific. Building new locks unlocked one of the major 

constraints to increasing the capacity of ships and is opening new avenues for 

transoceanic navigation. The expansion project involves the construction of two lock 

complexes - one in the Atlantic and in the Pacific - three levels each, including water 

saving basins. addition, the project involves the excavation of access channels to the new 

locks and the widening of existing navigational channels, and the deepening of the 

channels navigation and raising the maximum operational level of Gatun Lake. The 

Panama Canal, one of the largest world's best known works, will undertake the most 

important work since its inception in 1914, which permit the passage of much larger 

vessels that what we now allow their facilities.
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The Panama Canal revolutionized shipping since its inception: united for 

the first time Atlantic and Pacific oceans, allowing significant time savings that 

prevented ships skirting South America and deal with the turbulent waters of Cape 

Horn. However, almost one hundred years after its construction, the Panama Canal 

no longer responds to the current large ships, which should limit their size, particularly 

its width in order to cross it, or give up using it. As consequence of this restriction, the 

largest ships, which must be compatible with the sea lanes, are limiting their 

potential. This applies, for example, large tankers, which, having limited its ability to 

cross the Panama Canal, have resigned at the same time across other 

oceans. Therefore the Panama Canal has become an obstacle to the growth of 

commercial shipping. By referendum, Panamanians have now agreed to increase the 

capacity of the Panama Canal. Will build a new set of locks of impressive dimensions: 

427 feet long, 55 wide, 18.3 deep. This extension will allow the passage of ships of 

336 meters long and 49 meters wide and a depth of 15 meters. At present, the major 

Canal locks are 304.8 meters long, 33.53 meters wide and a depth of 12.55 

meters. The expansion represents an increase of passable surface of approximately 

40%. The new locks will be built in 2015 and will cost 5,200 million dollars. This 

investment will prevent, however, that the Canal will become saturated and to 

develop the capacity of vessels without the limitations of the waterway.

Need for expansion

As explained in the project of enlargement, since the 30's of last century 

all studies for the expansion of the Canal have agreed that the most effective and 

efficient channel to provide the increased capacity is the construction of a third set of 

locks, of larger dimensions than those built in 1914.
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Canal expansion is the result of a long process of maturation 

technique. Since 1998, the Canal administration initiated a program of studies and 

research to identify the future needs of the pathway from a long-term. These studies, 

which originally included only water investigations, were increased from 2000 to 

encompass a wide range of social, environmental, market, competition, engineering, 

operational, financial, economic and legal. This extensive and comprehensive research 

program, unprecedented in the history of the Canal, determined that there is a growing 

demand for shipping in the Panama route. Also determined that much of this growing 

demand used on routes that compete with the canal, ships are to large to fit through 

it. Consequently, this program of study highlights the need to provide the additional 

capacity channel for handling increasing volumes of cargo that is anticipated will use the 

sea route through Panama and allow the transit of larger ships, and so take the benefit 

of Panama, economies of scale, increased productivity and efficiencies generated by the 

handling of such vessels. The most suitable, cost effective and environmentally 

responsible to take the opportunity of growth for the Panama route and increase the 

productivity of the Canal is, as explained in the project, the construction of the third set of 

locks, larger than the existing integrated navigation channels required for transit of larger 

vessels.

Technical Project

The project of the third set of locks is a comprehensive program to expand 

the capacity of the canal, whose three main components are: the construction of two lock 

complexes - one in the Atlantic and Pacific - three levels each, including water saving 

basins, the excavation of access channels to the new locks and the widening of existing 

navigational channels and deepening of navigation channels and the elevation of 

maximum operational level of Gatun Lake. Today, the canal has two lanes of locks. Will 

add a third lane through the construction of two lock complexes, one at each end of the 

Canal.
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Each new lock will be a set consisting of 3 consecutive chambers or steps 

to move ships between sea level and Gatun Lake. Each camera is equipped with 3 tubs 

side for reuse of water, which adds 9 tubs for complex of locks and 18 tubs in total. As in 

the existing locks, filling and emptying of the new locks, with their basins, will be by 

gravity without the use of pumps. The new locks and channels make up a transit system 

and integrated with navigation locks and channels existing. A lock complex will be 

located at the end of the Canal from the Atlantic Ocean in the east side of Gatun 

Lock. The other is located in the Pacific end of the Canal, southwest of the Miraflores

Locks. The location of both sets of locks uses a significant portion of the excavation 

project of the third set of locks gestated by the Americans in 1939, the which was 

suspended in 1942 when the U.S. entered World War II. The new locks will be 

connected to the existing system channels through new navigational channels.

New directions

The project of the third set of locks includes construction of new navigation 

channels to connect the new locks to existing channels. The project also includes 

deepening and widening of existing channels. These dimensions allow meetings, ie in 

opposite directions cross navigation of vessels of greater dimensions than 

Class Panamax at Gatun Lake. In addition, the widening and deepening the navigation 

channels of the sea entrances of the Canal, in the Atlantic and Pacific, to a width of not 

less than 225 m (740 ') and a depth of 15.5 m (51') below the level average of the lowest 

tides. The widening and deepening of the Canal entrances allow larger vessels to 

Panamax size operating in these channels and encountering other vessels of similar 

dimensions.

Development Phases

The project's third set of Locks will last seven to eight years, and the same 

will start operations between FY 2014 and 2015. The implementation schedule is divided 

into two main phases: the preconstruction.
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and construction. The preconstruction phase will involve the development of 

designs, models, specifications and contracts, prequalification of potential 

contractors and eventually hiring them. This first phase will last two to three years 

with respect to the component of the locks. The dry excavation and dredging of 

the channels will start before completion of the preconstruction phase of the locks 

and immediately after project approval. The construction phase includes the 

simultaneous construction of two lock complexes with tubs for reuse of water, the 

dry excavation of the new Pacific access channel, and dredging of both the new 

channels of access to the locks, such as navigational channels in Gatun Lake 

and entries Tues Construction the locks will take five to six years and will start in 

2008, after completion of the designs. The dry excavation and dredging will begin 

in 2007, and will require approximately seven and eight, respectively. In the 

second half of the construction period, ie in 2011, will start rising maximum 

operating level of Gatun Lake , which will be adapted to both the existing locks 

and canal facilities located on the shores of Gatun Lake, all of which shall be 

made ��in about four years. The project implementation works will not affect the 

operation of the Canal.

Source: ACP
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Summary of the most important ongoing projects

• Panama Canal Expansion

This is a US$ 5.2 Billion project that is currently underway although in the 

very early stages. The project will create a third set of locks allowing ships too large to 

pass through the canal now to have access through the larger set of locks. This will 

open the canal up to about 300 additional ships. Please bear in mind that tolls charged 

to the ships to pass through the canal are based on ship size, tonnage and value of the 

cargo. Tolls approaching US$200,000 for one passage are far from unusual at the 

present time. The larger ships that will be able to pass through the canal after the 

expansion will be paying larger tolls.

•Oil Pipeline

Most of you probably had no idea Panama was building an oil pipeline. A 

56-mile long

pipeline is to be laid under the Panama Canal connecting the Pacific and Atlantic. This 

pipeline will also be connected to the three energy parks as well. Taboga Island, Fort 

Howard and Colon have been selected as sites for energy parks to include oil refineries, 

petrochemical plants and hydrocarbon storage facilities. This will create over 6000 jobs. 

Spain’s Tecnicas Reunidas is presenting a 20-year plan that will involve 

US$40,000,000,000 turning Panama into a petrochemical and refinery hub for Latin 

America. The project will occupy 3,700 acres on the Atlantic Coast and will have a 

refining capacity of 2,000,000 barrels per day. The pipeline will of course have it’s own 

new set of ship docks suited to such an operation that could accommodate 6 ships a 

day (think large ships please).
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•Occidental Petroleum Refinery

Currently Occidental Petroleum has a feasibility study costing 

US$20,000,000 to consider the construction of an oil refinery project in Panama that will 

be located at Puerto Armuellas on Panamas Pacific Coast near Costa Rica. Are you 

real estate speculators listening? This refinery will produce oil for Panama (think low 

fuel costs in Panama, again are you investors listening), Latin America and the USA 

too. Panamas deputy minister for trade, Manuel Jose Paredes felt confident the project 

would pan out and go into construction. This deal also involves Qatar Petroleum. When 

this project is completed in 2012 it will generate over 300,000 barrels of refined 

petroleum a day. Best part. The project is scheduled to be built on an old Chiquita 

Banana Plantation. So we can soon sing: Hey Mr. Tallyman, tally me petroleum.

• The Panama City Metro

This Environmental and Social Review Summary (ESRS) is prepared by 

MIGA staff and disclosed in advance of the MIGA Board consideration of the proposed 

issuance of a Contract of Guarantee.  Its purpose is to enhance the transparency of 

MIGA’s activities.  

This document should not be construed as presuming the outcome of the 

decision by the MIGA Board of Directors.  Board dates are estimates only. 

Any documentation which is attached to this ESRS has been prepared by the project 

sponsor, and authorization has been given for public release.  MIGA has reviewed the 

attached documentation as provided by the applicant, and considers it of adequate 

quality to be released to the public, but does not endorse the content. 
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• Howard

The old military base Fort Howard is going to be converted into a housing 

project of community proportions. The Panama government has signed a contract with 

London & Regional a British firm that is going to undertake this massive project with 

US$400,000,000 going into it initially with another US$300,000,000 scheduled for a near 

future. 

EXPANSION AND MODERNIZATION OF TOCUMEN INTERNATIONA L AIRPORT:

Project 1 Expansion of the passenger terminal:

At a cost of US$21 million, the Constructora Panameña de Aeropuertos, a 

company made up of national and international companies with experience in the 

construction of airports, is carrying out an expansion of the passenger terminal at Tocumen

International Airport. 

The expansion of the terminal building involves 20,830 square meters, which 

will allow the creation of new boarding halls for a larger number of flights to and from 

Panama, in addition to larger areas for internal circulation and commercial establishments. 

The expansion of the passenger terminal at Tocumen International Airport will allow this air 

terminal to have 22 new and modern boarding bridges, of the mobile telescopic type that 

can be adjusted to the height of the aircrafts, in anticipation of the new trend in the 

international commercial aviation market. 

These 21 bridges are going to replace the existing 14 bridges. Additionally, 6 

remote positions are going to be included, which is going to allow Tocumen International 

Airport to have a total of 27 positions for passengers to embark and disembark. 
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Airport Project:

Another project of the plan to modernize Tocumen International Airport 

that already is under way is the incorporation of new equipment to provide service and 

support to various areas of the air terminal. This includes, and the renovation of the 

existing 14 boarding bridges, plus the incorporation of 7 new bridges, at a cost of 

US$10.5 million. The first new boarding bridges are going to be installed in early 2005 

in Satellite B of Tocumen International Airport. The equipment project also includes 

incorporation of elevators to serve the passengers and provide access to boarding 

halls: the implementation of a new and modern system to handle incoming, outgoing 

and in-transit luggage; a comprehensive flight information service for passengers and 

the general public, and upgrading of the air conditioning system.

Project 3 Renovation of the runway system and remode ling of the Cargo 

Terminal: Renovation of the runway system:

The main objectives of this project are recovery of the left 03 runway, as 

well as recovery and broadening of the ECHO taxiway. Also included are new platforms 

for commercial, cargo, and general aviation aircraft, and three new positions are going 

to be built for cargo airplanes. As part of this project an 11-kilometer asphalted internal 

perimeter road is going to be built to facilitate patrolling and perimeter security at 

Tocumen International Airport..

Remodeling of the Cargo Terminal : 

The remodeling of the main building at the old Tocumen International 

Airport, which was built in 1947 and currently is being used as a Cargo Terminal, is 

another project that is planned for the modernization of our airport. It includes 

redesigning the building’s central hall and constructing new warehouses for the-
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companies involved in the transportation of cargo. Furthermore, the Platform area of this 

terminal will be expanded and horizontal signs, lighting, and other improvements are 

planned.

•Copa Airlines

Is constantly expanding along with the recent substantial expansion of 

Tocumen International Airport. Copa Airlines is trying to be the next hub in Latin America 

for those who do not wish to travel to the USA for a variety of reasons including visa 

difficulties and security hassles. Copa Airlines keeps expanding their routes and they 

look like they are well on their way, Go Copa. If you would like to try being treated like a 

human being try using Copa on your next trip, you’ll be pleasantly surprised.

Source: tocumenpanama.aero
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Mining industry

It is estimated that only the province of Chiriqui has carried out 63 

hydroelectric projects in the coming years. 

28 Projects are already under construction and final design. In some 

regions it was already starting to feel the effects by the diversion of rivers through 

tunnels or channels, the construction of the dams and reservoir sites.

Source: Contraloria General de Panamá
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Resume of Government projects  2009-2014 

MINSA
Infrastructure and  

health
Hospitals: (5)

MOPInfrastructureColon Abajo Highway

MINGOBInfrastructureJail Constructions

MOPInfrastructureThird phase of Corredor Norte

MOP
Infrastructure

Second and Third Phase of Cinta

Costera Expansion

MOP
Infrastructure

Panamerican Highway Rodeo Viejo-

Sona

MOPInfrastructureHighway Santiago-David

MOP
Infrastructure

Highway Divisa, Chitre and Los 

Santos

MOPInfrastructureHighway Quebrada Lopez in Madden

AACInfrastructureProvince Centre Airport

AACInfrastructureColon Airport

AACInfrastructureDavid Airport 

ENTITYAREAPROJECT NAME:

Panama Canal AuthorityACPGovernment MinistryMINGOB

Ministry of HousingMIVIMinistry of Public WorkMOP

Ministry of HealthMINSACivil Aviation AuthorityACC

Definitions of Entities:



57

Resume of Government projects  2009-2014  Cont..

ACPInfrastructureCANAL EXPANSION

MOPInfrastructurePUBLIC PARKING LOTS

Sec. del MetroInfrastructureMETRO CONSTRUCTION

PandeportesInfrastructureDAVID CITY STADIUM

PandeportesInfrastructureCOLON CITY STADIUM

MIVI
Infrastructure

URBAN RENOVATION 

COLON CITY

MIVI
Infrastructure

URBAN RENOVATION 

CURUNDU

MINSAInfrastructure and  healthTHIRD GROUP

MINSAInfrastructure and  health2ND GROUP

MINSAInfrastructure and  health1ST GROUP

MINSAInfrastructure and  healthMINSA AND CAPSI PACORA

MINSAInfrastructure and  health
EXPANSION OF DRINKING 

WATER

MINSAInfrastructure and  healthChilibre´s Capsi

ENTITYAREAPROJECT NAME:
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Resume of Public and Private investment : 2011-2016

26,175Total

2010-20142,285All others

2010-20144,544Private residential investment

2008-2016405Howard development master plan

2010-2014430
Gas reception and storage  in Colon city 
Colón 

2010-20122,259Hotels Projects

2010-20153,932Electric Sector

2011-20164,320Copper mine  (Minera Panamá)

Period
Value in US$ 

MillionsProject

45,025Total

2010-2014430
Gas reception and storage in Colon city 
Colón 

2010-201626,175Private

2010-201513,600Public

2007-20145,250Panama Canal expansion

Period
Value en US$ 

MillionsProject

Source: Panama economy insight
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1.4. Computer and Software 

The Personal computers (per 100 people) in Panama was reported at 2.85 

in 2008, according to the World Bank. Personal computers are self-contained computers 

designed to be used by a single individual. This page includes a historical data chart, 

news and forecast for Personal computers (per 100 people) in Panama. Panama is one of 

the largest and wealthiest economies in Central America. Nation's output is mainly based 

on a service sector which accounts for 75% of the GDP. Services include: operating the 

Panama Canal, the Colon Free Zone, insurance, container ports, flagship registry, and 

tourism.

Computers Market Statistics

278.0246.0216.00Total Imports

0.00.00.0Total Exports

0.00.00.0Total Local Production

278.0246.0216.0Total Market Size

2012 (e)20112010(In US$ Millions)

Source: World Bank Org.
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The following factors are responsible for the continued positive outlook of this 

sector:

1. Office automation is a growing trend in both the public and private sectors.

2. Import duties for computers (average 7% over CIF value) are relatively low.

3. There are many accessible computer suppliers both locally and abroad, 

particularly in the Miami area.

4. There is a growing computer culture, which resulted from government programs 

aimed at increasing the use of computers/Internet, and modernization of existing 

systems in government offices as well as in public schools.

5. There is a close connection with the U.S., particularly among young Panamanians 

who have gone to U.S. schools or look with favour on the social networking culture. 

Internet services, computer magazines, journals, and other literature from the U.S. 

are widely available.

Computer products from the U.S. are well received and are perceived as 

incorporating state-of-the-art technology. The U.S. has a strong position in this market with 

a market share over 60%. Prices for U.S. computers and peripherals are competitive 

against products from Korea, Taiwan and Japan. The most promising end users are banks, 

commercial establishments, universities, the Panama Canal, and government 

organizations.

Sub-Sector Best Prospects

Best prospects are personal computers, LAN equipment, laptops, and laser 

printers.
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Panama is becoming a viable location for BPO operations. Although unable 

to compete with India of China with their massive workforces, Panama is an ideal 

candidate for outsourcing call centre operations. Many in the field speak English, and often 

with an American accent. Panama is emerging as a hub for call centres among Latin 

American nations.

In recent years when major companies were scaling back operations and 

cutting costs, a large number of resources working in the banking sector were eliminated 

from the Panamanian workforce, thus creating a huge pool of skilled professionals, many 

with stronger experience than their counterparts in India.

Panama was recently including in Gartner Research’s annual survey of top outsourcing 

countries. According to Gartner, “language skills, cultural compatibility, government 

support, and political and economic stability” have been assigned the rating of ‘good.’

Although call centres and BPO operations are the most common, there is a 

small but growing IT and software development industry, primarily in the capital city of 

Panama City.

Source: Global Change
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Opportunities

The government is a major computer user. It has been committed to increasing

use and modernization of computer systems and has promoted the Internet access for

most of the population. The Panama Canal and the banking sector are also important

buyers of computer equipment and are always current with technology. The Panama

Canal has set a high standard for the rest of the government by publicizing all public

tenders, both upcoming and awarded, in a fully searchable database that is web-

accessible to the public.

Note: The above statistics are unofficial estimates.

Sources:

1. American Chamber of Commerce in Panama: http://www.panamcham.com.

2. Business Panama: http://www.businesspanama.com.

3. Panama Chamber of Commerce: http://www.panacamara.com.

4. Expocomer (Commercial Trade Show): http://www.expocomer.com.

5. IT and Telecom Chamber of Panama (CAPATEC): http://www.capatec.org.pa/.

6. Government of Panama’s Secretariat of 

Science/Technology/Innovation: http://www.senacyt.gob.pa/.

7. Panama Canal Authority: http://www.pancanal.com/eng/index.html.
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Computing and Internet Overview

Panama seeks to remain Latin America’s technology leader by expanding 

Internet use and drawing in companies to transform the capital into a logistics hub.

Internet penetration in Panama was up 43 percent last year and personal 

computer sales jumped 21 percent, the data show.

The head of Panama’s National Authority for Government Innovation, 

attributes the rise to government support for Internet access and success at luring new 

businesses into the modern capital. More than 60 corporations, including tech giants Dell 

and 3M, shifted regional headquarters to Panama since a tax exemption law was passed in 

2007.

“There’s a broad array of companies that have decided to position 

themselves here and use Panama as a hub,” Panama’s National Authority for Government 

Innovation says. “We intend to be ahead of Uruguay for years to come.” Panama's 

president  has made “closing the digital gap” a key priority of his administration. Having 

established hundreds of free Internet hot spots throughout the country, the government will 

start offering discount loans to help workers buy computers. About 21 percent of 

Panamanians currently have at least one computer at home, according to 2010 census 

data.

The current Administration began offering free computers and Internet 

access in schools, which helped move Panama up one notch on a separate technology 

index compiled by the World Economic Forum.  Even so, much of the Internet growth is 

driven by multinational corporations and small start-ups that move to Panama because of 

lower tax rates and cheaper operating costs.
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Panama eased requirements for starting a business in 2007. About 35,000 

individuals and legal entities have since registered as Panamanian companies online, 

according to government figures. Among those are a growing number of young 

American web developers and movie production crews that are demanding faster 

Internet.

Source: Latin Trade

Users

Internet penetration in Panama was up 43 percent and personal computer 

sales jumped 21 percent, the data show. 

The index uses 2010 technology data from the International 

Telecommunications Union, Computer Industry Almanac and the Santiago Chamber of 

Commerce and population data from the International Monetary Fund and the 

Population Reference Bureau.

The Panama’s National Authority for Government Innovation, attributes the 

rise to government support for Internet access and success at luring new businesses 

into the modern capital. More than 60 corporations, including tech giants Dell and 3M, 

shifted regional headquarters to Panama since a tax exemption law was passed in 2007.

The current government has made “closing the digital gap” a key priority of 

his administration. Having established hundreds of free Internet hot spots around the 

country, the government will start offering discount loans to help workers buy a 

computer. About 21 percent of Panamanians currently have at least one computer at 

home, according to 2010 census data.
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The administration began offering free computers and Internet access in 

schools, which helped move Panama up one notch on a separate technology index 

comprised by the World Economic Forum.

Even so, much of the Internet growth is driven by multinational corporations 

and small start-ups that move to Panama because of lower tax rates and cheaper 

operating costs.

Panama eased requirements for starting a business in 2007, and some 

35,000 individuals and legal entities have since registered as a Panamanian company 

online, according to government figures. Among those are a growing number of young 

American web developers and movie production crews that are demanding faster 

Internet.

Backed by an expansion of the Panama Canal, finance officials predict at 

least 9 percent growth this year.

The boom has caused an envious problem: too many companies are understaffed. While 

unemployment hovers above 9 percent in the U.S., Panama’s is 5.4 percent, leaving 

banks and other industries that rely on technology without enough workers. Officials say 

they are looking at ways to attract foreign skilled labour, which should propel further 

Internet use and computer sales.

While Panama’s Internet is up to speed now, the basic tech infrastructure 

needs improvement to handle more online traffic, a Panama-based company that is 

advising the government how to convert paper records to digital formats.

Source: dobusinessinpanama.com
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Internet Service Providers

The number of ISPs and their service offerings has grown since 

privatization, and de-regulation. (http://www.cwpanama.com.pa/)

In the past 5 years prices have decreased, and more services have 

become available. It is likely that more services will become available as more 

companies enter the telecommunications market in years to come. The most important 

ISPs, and sample pricing information is presented below for the reader to assess, and 

compare to other ISPs. For more specific pricing information please visit the ISPs' 

respective websites. The number of ISPs and their service offerings has grown since 

privatization and de-regulation. 

Domestic Production: Software Development, Hardware , Manufacturing, and 

R&D

Software development, hardware manufacturing, and research and 

development in information technology are not currently well developed in the country.
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Hardware and Software 

Panama's  2010  Import

Value in US$

Tariff Number: Tariff Description:

8471 Machines for automatic treatment or 
processing of data and units; Magnetic 
readers or optical. Machines for 
recording data with coded form and 
machines for processing or treatment of 
data not specified or included

8523 Software and related device to record 
sound or similar recording, except for 
products in Chapter 37 
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18,495ITALY

25,153SWITZERLAND

31,540BRAZIL

45,418NETHERLAND

45,907JAMAICA

50,852ISRAEL

52,158FINLAND

63,269DOMINICAN REPUBLIC

93,142FRANCE

113,499DENMARK

113,979GERMANY

124,371UNITED KINGDOM

244,364CANADA

263,043TAIWAN

271,849COLOMBIA

346,206GUATEMALA

448,749SPAIN

449,476SWISS

524,484EL SALVADOR

534,445IRELAND

912,632HONG KONG

916,894COSTA RICA

1,113,891SINGAPORE

1,186,019VIETNAM

1,263,184VENEZUELA

1,445,836SOUTH KOREA

1,813,010MEXICO

2,025,952CHINA

18,037,670COLON FREE ZONE

97,401,287UNITED STATES 

US$Country

Value inTariff 8471 and the others
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130,041,682Totals

7,787Others

4,718AUSTRIA

5,867BELGIUM

6,165CHILE

7,557URUGUAY

9,192ARGENTINA

10,217PUERTO RICO

13,405JAPAN

US$Country

Value inTariff 8471 and the others / Cont…
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36,133Netherland

37,113Spain

43,045Chile

43,248Brazil

47,668Canada

50,751Ireland

52,713China

73,449South Korea

78,556Taiwan

84,721Singapore

88,495Germany

89,136Argentina

117,209Denmark

310,428France

351,678Venezuela

518,308Guatemala

583,131Colombia

589,830Costa Rica

783,415Swiss

3,173,446Finland

3,309,570Mexico

3,596,657Colon Free Zone

18,676,458United States of America

US$Country

Value inTariff 8523 and the others
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32,915,777Totals

11,826Norway

4,131El Salvador

6,453Peru

6,461Puerto Rico

10,178Italy

18,222Belgium

21,568Japan

21,786Nicaragua

22,920Israel

26,671Honduras

30,403Hong Kong

US$Country

Value inTariff 8523 and the others



72

1.5. Outsourcing To Panama:

General Facts About Outsourcing

* India produces more than 870,000 new IT graduates a year and produces more than a 

million engineering graduates a year, plus 16 million others with engineering diplomas. 

India is leading the way in new areas of pharmaceuticals, biotech, electrical and 

mechanical engineering. China also.

* One in 5 UK workers at risk from outsourcing have difficulties reading and writing. The 

UK struggles to turn out just 8,000 IT graduates a year.

* Most outsourcing is by large companies, yet small companies provide most jobs in 

America and Europe, and most of the economic growth. Big companies create headlines 

but the greatest impact is elsewhere and almost invisible. The UK has 3.3 million 

companies. If each one takes on just one more person on average, the result would be 

more than 3 million new jobs, and that is what has happened in the last few years, with 

unemployment at very low levels despite several million people added to the labour force. 

Yet 6,000 redundancies at a factory is mistakenly seen as a national crisis.

* Each outsourced job in India can generate work for more than 20 other people as the 

money flows around the national economic, usually at a far faster rate than in countries 

like the US.

* When a product is manufactured in China instead of the US or Europe, only a small part 

of the total retail price lands up in that country. Most is taken as before by the retailer, 

wholesaler, distribution system, research, design and development teams and company 

owners as profit. So the impact is less than you might expect.
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* Research shows that some of the new economic activity generated in developing 

countries by outsourcing will generate new demand for goods and services in the 

country where the jobs have moved from (eg America). McKinsey Global Institute 

estimates that for every dollar US corporations spend outsourcing to India, 33c gets 

33c and the US economy benefits by US$1.14. This is based on several assumptions: 

that 69% of displaced service workers will find new jobs within a year, and will end up 

earning 96% of their previous wages - backed up by 1979-1999 data.

However older workers may be out of work far longer, especially if their 

education is poor.

* Outsourcing saves money for corporations which means lower costs for consumers, 

and higher dividends for pensioners who own 75% of US and UK wealth - that means 

more money to spend on other things such as local services (meals out, beauty 

treatments, gardening, decorating etc) and that produces new jobs.

* Outsourcing has meant for example, the price for a DVD player for less than 

US$100. It is one reason why retail costs of products has halved in many sectors over 

the last 20 years, allowing for inflation.

* Future economic growth depends on new generations of creative, dynamic 

entrepreneurs, with good access to venture capital, who will drive national economies 

through transition.

Source: Global Change
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Working with outsourcers in Panama

Panama is a peaceful country with no military. Panama has the lowest 

crime rate in all of Central and South America.

The “City of Knowledge” was created in 1995 to promote and facilitate 

the synergies between scientific research, universities, and international businesses. 

Companies operating in the “City of Knowledge” have special tax 

benefits.

Outsourcing index: 4.4 Rank: 32 

Panama is becoming a viable location for BPO operations. Although 

unable to compete with India of China with their massive workforces, Panama is an 

ideal candidate for outsourcing call centre operations. Many in the field speak 

English, and often with an American accent. Panama is emerging as a hub for call 

centres among Latin American nations.

In recent years when major companies were scaling back operations 

and cutting costs, a large number of resources working in the banking sector were 

eliminated from the Panamanian workforce, thus creating a huge pool of skilled 

professionals, many with strong experience.

Panama was recently including in Gartner Research’s annual survey of top 

outsourcing countries. According to Gartner, “language skills, cultural compatibility, 

government support, and political and economic stability” have been assigned the 

rating of ‘good.’
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Although call centres and BPO operations are the most common, there is a 

small but growing IT and software development industry, primarily in the capital city of 

Panama City.

Source: sourcingline.com

Panama is becoming a viable location for BPO operations. Although unable 

to compete with India of China with their massive workforces, Panama is an ideal 

candidate for outsourcing call centre operations. Many in the field speak English, and 

often with an American accent. Panama is emerging as a hub for call centres among 

Latin American nations.

In recent years when major companies were scaling back operations and 

cutting costs, a large number of resources working in the banking sector were eliminated 

from the Panamanian workforce, thus creating a huge pool of skilled professionals, many 

with stronger experience than their counterparts in India.

Panama was recently including in Gartner Research’s annual survey of top 

outsourcing countries. According to Gartner, “language skills, cultural compatibility, 

government support, and political and economic stability” have been assigned the rating 

of ‘good.’

Although call centres and BPO operations are the most common, there is a 

small but growing IT and software development industry, primarily in the capital city of 

Panama City.

Source: sourcingline.com
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Software Outsourcing To Panama:

Panama has a stable and prosperous economy, which it claims is one of 

the most advanced in all of Central and South America. It boasts a young, technically 

skilled, English-speaking labour pool.

Members of the Accelerance Global Partner Network (GPN) from 

Panama have been thoroughly screened and vetted. References have been carefully 

checked as well as proficiency in spoken and written English. You can be confident 

when working with an Accelerance Partner.

Future Trends:

There are two trends that might change the lack production in these 

areas. First, the governments electronic initiatives seek to increase computer and 

Internet penetration in the country. There are also plans to train individuals in these 

fields. As a result, there will be a growth in the market for these products and 

businesses may seek to produce these products locally. 

Second, the development of the Panamá-Pacific Special Economic Area 

seeks to bring companies to a "technology park" that will specialize in technology, 

communications, and manufacturing among others. Many of the manufacturing 

companies will likely focus on products such as software and hardware. Growth in 

these sectors will be of interest in a couple of years, once the government electronic 

initiatives have been implemented, and once the Panamá-Pacific Special Economic 

Area becomes well established.

Source: http://www1.american.edu/initeb/cs6223a/domesticproduction.htm
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Outsourcing overview

Panama is usually overlooked when companies and organizations go

through the process of outsourcing, if they should and where they should do it. 

However the small country has several good reasons that make it a 

perfect location for companies to outsource. Not only that Panama also posses the 

opportunity for growth, not only for its human resources but its location and its 

communication networks. With its free trade zone, and open to change government, 

Panama is attempting to grow in the outsourcing market.

Reasons to Outsource to Panama

• Lowest Crime rate in all of Central and South America

• More accessible to the U.S. than Asia

• Ease to create subsidiaries in Panama due to the old US military bases in the 

Former Canal Zone

• Politically stable democracy with close ties to the US

• The City of Knowledge

o A facility created to facilitate the synergy between scientific research, 

universities and international businesses

o Business operating in the City of Knowledge have certain Tax 

incentives

• US$ based economy - no currency risk or costs

The only reason holding the country from its full outsourcing potential is

its small IT and software industry.



78

Potential for Success

Panama has strong, English fluent, young and driven human recourses and

a  reservoir of banking and financial knowledge left untapped when the country lost 

several large baking and financial institutions. 

These potential candidates where once employees of institutions such as

the Bank of Tokyo, Bank of America, Swiss Bank Overseas and many others. This 

gives the perfect opportunity for financial institutions to outsource their call centres to 

such with confidence and little effort.

Panama’s location and history make it a unique opportunity for outsourcing.

A tropical location, with little or no threat of hurricanes and no earthquakes companies 

can rest assured that their investments will be safe from natural disasters. Its closeness 

to the Ecuador also allows it to receive both north and south satellite signals.

Panama is in the crossroads of 4 major underwater fibre optic networks.

"Why Panama? Because it's one of the most wired places in the world. All of the fibre-

optic backbones of the United States, Canada, and Latin America cross Panama. If 

there's a problem inside the United States, the most obvious place to go outside is 

Panama." - Nelson Bendeck (representative of Sun Tone, an arm of Sun Microsystems 

that is installing US$500,000 worth of new server equipment and software in Panama)

Globalization

Not only does it have the possibility to grow in the outsourcing

market, Panama is well on its way to globalization. And not just because of its location, 

trade free zone, income level or any other measures similar to these, but the 

willingness of this society to link up to others for the benefit of not only them, but 

everyone else. 
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Because this country depends on the economic cooperation of other 

countries, it is less likely to get into violent disagreements with those other 

countries. 

Panama ranks 21st out of the 62 countries included in the "globalization

index" -an index created by A.T. Kearney, a management firm, and Foreign Policy, a 

well respected US political journal  and it sits at the top of all Latin American countries, 

with the closest one 13 levels behind, Chile. The country has been moving upward 

within this index from level 30 in 2003 to 21 in 2006.

Sources:

Accelerance Outsourcing, 

from http://www.accelerance.com/outsourcing/panama.htm

The Panama Advantage, Hub.org

from http://www.hub.org/en/home/panama.php

RealWorld Systems - Near-Shore IT Development Center, Panama, 

Outsourcing.org, fromhttp://www.outsourcing.org/listings/781
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Call Centres

Panama offers special incentives for the establishment of “Call Centres”.

Among the benefits offered by Panama are:

Government Commitment. A firm commitment of the Panamanian government to 

promote the development and setup of call centres in Panama, as for example 

SITEL/Cable & Wireless (Outsourcing), SPHERION (Outsourcing) and DELL Computers 

which are already operating in our country.

Submarine Fibre Optics Net. The existence in Panama of a convergence of submarine 

fibre optics net (Maya, Panamericano, Arcos I, SAM-PAC-MAC) which creates a node 

that facilitates international communications from Panama.

Education and capacitating. Panamanian government in cooperation with the private 

sector, has initiated a series of educational programs directed to promote and facilitate 

the learning of the English language among young people, in order to bring a capable 

work force to perform this activity.

Infrastructure. Panama has enough installed infrastructure available to fulfill the 

requirement of the call centre business. Beside the private offer, the government has 

many land and buildings left by the US Army when handing over the Panama Canal in 

the year 1999.

Proximity. The proximity of Panama to the United States (a 3 hours flight Panama-

Miami) vs. other call centres places such as India or Singapore, is an advantage that 

allowed the opportunity of keeping a better control, over the operations abroad. We also 

have the same time zone as New York and Miami.

Security. Panama offers a secure environment that minimizes the risk of keeping all the 

operations and infrastructure in only one place, especially after September 11. 



81

Additionally, the existence of a stability of investment regime that guarantees for at 

least ten (10) years, the current legal environment to a company.

Use of the dollar. Panama is an international banking centre and a country whose 

economy is based on services; where there are more than 100 banks from all around 

the world and an economy where the US dollar has been used as currency since 

1903. These features create a better environment for this kind of business.

Free Market . Panama offers reasonable prices for goods and services if compared it 

with closer neighbours; besides the fact that Panama has already signed Free Trade 

Agreements with Taiwan and el Salvador and it is currently a strong candidate for the 

permanent headquarters for the FTAA (Free Trade Area of the Americas) in the year 

2005.

Tax Treatment. Law No. 54 of October 2001, exempts all call centre companies 

in Panama of paying the US$1.00 stamp tax for each international call as stated 

originally by Law No. 88 of 1961.

Special Incentives: Finally, in the tenth place and being Panama a country that 

applies the concept of territorial income for tax purposes, the income generated by 

a call centre for its international operations are not subject to income tax. According 

with last Tax Reform (Law 8, March 15, 102019 the call centres pay income tax on 

domestic operations.

Call Centres may benefit from the incentives granted by Law No. 25 of 

1992 including: income tax exemption (abroad operations), import tax exemption on 

the goods and equipment required for its operation.

Source: RBC
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Foreign-Owned Call Centres in Panama.

The Panamanian Call Centre Regulation Law (Law No. 54 of October 25, 

2001) provides tax and other special economic zone benefits to call centres 

established in Panama by foreign investors.

Tax Exemption.

The 2001 law eliminated the normal telecommunications tax (enacted in 

1961) on all international calls from Panama. See Law No. 88 of December 28, 1961 

(telecom taxation law). However, the special tax exemption is limited to foreign 

companies who have “commercial use” call centres based in Panama. The exemption 

was enacted to lift an impediment to establishment of call centre outsourcing in 

Panama. It does not exempt foreign-owned call centres from the duty to comply with 

local income tax and employment laws governing local operations.

Special Economic Zone. In addition, the law treats such call centres as “Export 

Processing Zones” entitled to special benefits but subject to special obligations. See 

Law 25 of November 30, 1992 on Export Processing Zones (as amended by Law 28 of 

February 1, 1996 and Decree Law No. 3 of January 7, 1997).

The benefits from Export Processing Zones include:

•Exemption of all sales income tax

•Exemption of national taxes imposed

•Special vacation schedules

•Market fluctuations as justification for the termination of contracts

•No import tariffs

•A special employee stability regime and resident visas for expatriates
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Since the enactment of Call Centre Regulation Law, Panama has become a 

competitive target for the establishment of call centres by foreign companies. Thousands 

of new jobs have been created. Companies such as Dell, National Asset Recovery 

Services (NARS), and Sitel have large call centres operating within Panama.

Source:

Official Sites:

http://www.asep.gob.pa/default.asp;

http://www.asep.gob.pa/leyes_decretos/ley54.asp

Other sites: www.sitel.com
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Dell Panama is another major call centre. Dell Panama employs a staff 

retention strategy which provides a direct career plan with specific actions for 

compliance with the plan.

A third major competitor is Sitel, which has three sites in Panama one in Chanis and 

the others in Plaza Conquistador and Condado del Rey. It has operated in the country 

since 2000 and employs over 3,000 people to serve customers from large companies 

like Microsoft, Cable & Wireless and Iberia, among others.

Source: Capital.com.pa

Panama: Call Centre License Granted

The Public Utilities Authority has granted the comp any FAKEMY a concession 
to provide call centre services for commercial use.

Tuesday, December 20, 2011

A resolution by the National Authority of Public Services (ASEP) states 

that the concession awarded to FAKEMY, S.A. “allows a person or entity located in 

the Republic of Panama to provide customers and business users located in Panama 

or abroad, assistance related to: the supply and trade or technical information about 

products or services, order taking, complaints handling, reservations and / or 

confirmations, account balances, telemarketing, sales promotion and

products or services, among other things.

Any amendment to the concession area shall be authorized by the 

National Authority of Public Services.
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This lease has a term of twenty (20) years renewable for up to twenty (20) 

years, counted from the date it is rendered by this resolution.”

Source: Panamanian Public Services Authority

Dell Invests US$ 13 Million in its Panama Operation . The multinational will build a 

new 5 thousand square meter building to meet the gr owing demand.

Tuesday, February 8, 2011

The new facility will have capacity for 500 new staff members completing 

a payroll of 2.500 workers in the country.

Prensa.com reported statements from Martin Alvarez, general manager of 

the company in the country, "The expansion will impact the entire continent Panama is 

the hub of Dell's operations in the Americas and a service centre for the continent.“

Source: Prensa.com

Toshiba Looking for Technical Service Providers in Panama. Toshiba wants new 

notebook repair shops to enlarge its Authorized Cent res network.

Wednesday, May 12, 2010

The transnational corporation is looking for repair centres to expand its 

Toshiba Authorized Technical Service Centres Network (CASTT), in the provinces of 

Panama,  Chiriquí and Colón.



86

Latin American Services operation Manager at Toshiba, said: “We are 

looking for CASTTs who share our constant improvement philosophy. We want to be 

more efficient, giving our customers a high standard of quality in repair services”.

Source: laestrella.com.pa

Call Centre Industry in Panama

While at least seven call centres have ceased opera tions in the country, others are 

being opened as multinational companies move in to install regional 

headquarters.

Monday, June 21, 2010

The balance, however, is negative. By the end of 2009, there were 1,000 

less jobs in the call centre industry than in its golden age, 2006.

Most of them depend on U.S. customers, and the economic crisis in the 

northern country triggered the closure of many, especially the small ones which served 

one or two customers.

Beyond any ups and downs in the industry, its main problem remains the 

same: lack of qualified personnel.

An article in Prensa.com included comments by Joseph Fidanque, a well 

known local businessman,  president of Star Contact, who employs 2,500 workers. He 

argued that “the industry has reached a saturation point, especially for the lack of 

personnel with excellent English skills”. “The industry could be four times bigger if there 

were more qualified individuals”.

Source: Prensa.com
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Lack of Qualified Personnel for Call Centres. The b attle rages between  

companies to procure staff with the necessary skill s, especially proficiency in a 

second language, for their call centres.

Friday, March 2, 2012

The call centre industry in Panama, which employs 12,000 people in 

total, has three major competitors Dell, Sitell and Star Contact, companies with several 

thousand employees in a market where the supply of bilingual human resources is 

reaching its maximum.

"In Panama, there are nearly 100 companies engaged in this business 

segment, as recorded by the Ministry of Commerce and Industry, and almost all are 

located in the capital city, which generates strong competition to attract and retain 

employees who on average earn US$800 per month, including incentives and 

bonuses," reported José Hilario Gomez in his article in Capital.com.pa.

Some are taking risks and seeking opportunities for growth. For example, 

Star Contract is about to open, in early March, a new call centre in the district of 

Arraiján, west of the province of Panama. "It's a risky bet," said the president of Star 

Capital Contact, Joseph Fidanque III. The new site will mean 20% growth this year, 

with 400 posts. He explained that in order to secure staff in Panama, "we're all 

competing for the existing human resources and even poaching employees from other 

companies."

Employers offer a good deal, growth opportunities and education to 

retain staff, although the industry has a fairly high turnover (30%, according Fidanque).

Dell Panama is another major call centre. Dell Panama employs a staff 

retention strategy which provides a direct career plan with specific actions for 

compliance with the plan.
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A third major competitor is Sitel, which has three sites in Panama one 

in Chanis and the others in Plaza Conquistador and Condado del Rey. It has 

operated in the country since 2000 and employs over 3,000 people to serve 

customers from large companies like Microsoft, Cable & Wireless and Iberia, 

among others.

Source: Capital.com.pa

Foreign-Owned Call Centres in Panama:

The Panamanian Call Centre Regulation Law (Law No. 54 of October

25, 2001) provides tax and other special economic zone benefits to call centres 

established in Panama by foreign investors.

Tax Exemption .

The 2001 law eliminated the normal telecommunications tax (enacted 

in 1961) on all international calls from Panama. See Law No. 88 of December 28, 

1961 (telecom taxation law). However, the special tax exemption is limited to 

foreign companies who have “commercial use” call centres based in Panama.

The exemption was enacted to lift an impediment to establishment of 

call centre outsourcing in Panama. It does not exempt foreign-owned call centres 

from the duty to comply with local income tax and employment laws governing 

local operations.
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Special Economic Zone. In addition, the law treats such call centres as 

“Export Processing Zones” entitled to special benefits but subject to special obligations.

See Law 25 of November 30, 1992 on Export Processing Zones (as 

amended by Law 28 of February 1, 1996 and Decree Law No. 3 of January 7, 1997).

The benefits from Export Processing Zones include:

• Exemption of all sales income tax

• Exemption of national taxes imposed

• Special vacation schedules

• Market fluctuations as justification for the termination of 

contracts

• No import tariffs

• A special employee stability regime and resident visas for 

expatriates
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Since the enactment of Call Centre Regulation Law, Panama has 

become a competitive target for the establishment of call centres by foreign 

companies. Thousands of new jobs have been created. Companies such as Dell, 

National Asset Recovery Services (NARS), and Sitel have large call centres 

operating within Panama.

Sources::

http://www.asep.gob.pa/default.asp;

http://www.asep.gob.pa/leyes_decretos/ley54.asp

Other sites: www.sitel.com

Software Outsourcing To Panama:

Panama has a stable and prosperous economy, which it claims is 

one of the most advanced in all of Central and South America. It boasts a young, 

technically skilled, English-speaking labour pool.

Members of the Accelerance Global Partner Network (GPN) from 

Panama have been thoroughly screened and vetted. References have been 

carefully checked as well as proficiency in spoken and written English. You can be 

confident when working with an Accelerance Partner.
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Telecommunications

Panama's economy continues to reflect a growing trend in the development 

of their economic activities, where the telecommunications sector is playing an important 

role as a multiplier of the necessary infrastructure to promote growth and economic 

development. The telecommunications sector grew average 12.6% during the last three 

years and has not stopped its pace. It is one of the most dynamic areas of the country 

that is kept in expansion due to the low price of the service, the competition and the 

massive use. 

The technology applied by means of telecommunications in economic 

activities, showed significant increases in each of its forms.

If in 2009 highlighted the increased cellular telephony, in 2010 the pay TV 

services. The tax is levied for this service increased 72.4%, according to Department of 

Revenue. This is attributed to competition, due to the entry of new operators, through 

various schemes, have made this service available to more homes. According to the 

Census of Population and Housing 2010, 25.6% of households already had this service 

and the results of last year, surely increased

The 2010 Census also found that 83.9% of households in the Republic had 

at least one cell phone, while in 2000 this proportion was 22%.
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For its part, the Internet service is the power of various economic activities, 

through websites offering products and services. According to the Network Information 

Centre of the Technological University of Panama, web domain name registration in 

Panama in 2010 increased 13.5% over the previous year. In these domains, 90.6% were 

for business.

Panama is at the vanguard in Latin America in matters regarding 

telecommunications. The country is well equipped with an infrastructure made up of 

technical state of the art installations, being one of the first to introduce the 3G technology 

as well as launching the Blackberry and iPhone devices. These new advances create 

adequate conditions for the establishment of new multinational headquarters shopping 

around to invest in the sector.

At the level of Latin America and the Caribbean, Panama is in the list of developing 

countries that have achieved greater penetration of 100%, exceeding in this case the 

penetration of Canada and the United States. Although some experts recommend that 

this figure is reviewed and an analysis of the inclusion of indicators related to mobile 

telephony, as the number of households with mobile phones and the number of 

individuals using a mobile phone, but the penetration in our country is growing with a 

projection for 2010 of 10% more than the 2009.

Mobile telephony is increasingly providing access to technology, connecting 

people, providing access to information and providing public services. Studies in the 

region of Central America and the Caribbean is a strong presence of international mobile 

operators, which have been key to the success of mobile telephony.

The fixed line penetration has remained around 15% compared with the mobile network is 

growing, it decreases. For 2009 we have a percentage change of -9.6% in the total 

installed lines. Of the 536 000 lines operated, 72.2% correspond to lines residential.
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Comparing the incremental variation of customers or subscribers of the 

residential versus commercial set in the year 2009 compared to 2008 is inferred that a 

higher incidence of growth for this service was in demand in the commercial sector, an 

increase of 7.3% while in the residential sector demand growth in the fixed network 

service was 0.6%. Making a comparison of growth of telephone numbers in service in 

mobile cellular networks against the existing fixed networks, leads to the conclusion 

that for every telephone line from the fixed network, there are eleven (11) numbers 

assigned to service mobile cellular networks.

The Internet service market in 2009, grew by 17.4%. According to figures 

provided by operators of this service, we have 95.7% of customers have access to the 

Internet via broadband, while the switched access represent 4.3%, this is due largely to 

transition that are taking towards broadband.

Of total customers with dedicated access, in 2009, shows that the ADSL 

technology represented 60% of Cable Modem 34.8% and 7.2% of other technology. 

Internet users increased from 2007 to 2008 by 25.7% from 2008 to 2009 by 17.4%. 

Internet penetration increased by approximately 5% compared to the previous year, 

from 27.6 to 31.8 per 100 inhabitants.

Another aspect been contemplated by the government of Panama, in

coordination with the Authority of Public Services (ASEP) is the modernization of 

communications by introduction of cables beneath the surface (creating an 

underground network) that currently are distributed by aerial power lines. The first to 

propose a plan is Union Fenosa, attempting to initiate changes in several areas 

including Via EspaÃ±a, Federico Boyd Avenue, 50th Street (Calle 50) and Via Brazil. 

The cost could amount 16,480,000, during the four years until termination of works, 

which would positively impact both visual and service quality.
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Panama competitive advantage

Availability of several Neutral Data Centres, built with world class quality and fully

redundant. Panama is the landing point for several fibre optic sub-marine cable systems

on their way to Latin America and the rest of the world including:

1. Maya 1 connecting to Honduras, Mexico and Miami

2. Pan American connecting USA, Colombia, Ecuador, Peru, Chile,

3. Global Crossing PAC network link Mexico and California and South America

4. Global Crossing SAC network link All South American Cities

5. Arcos 1 links all the Caribbean Islands and Central America territories.

6. Tax Free Environment: No Tax in the City of Knowledge and Howard.

7. The U.S. dollar is used as legal tender in Panama.

8. Banking institutions in Panama have strong ties to both Latin American and G7 

countries. There are more than 120 banks in Panama City, making it a serious 

player in the international financial stage.

9. Panamanian law firms are amongst the world most international, and have 

substantial exposure to Latin American clients.

10. Panama as a distribution centre for the world: Panama has long been the physical 

and cultural gateway to Latin America.

It is the main distribution centre for commercial goods and merchandise to Central

and South America. The Colon  Free Zone is one of the world's largest redistribution

points, and as the economy of Latin America continues to expand, this trading role of

Panama will grow in importance. The demand for trade financing will escalate

accordingly. In the cultural sense Panama is the transition point from the industrialized

world to Latin America. It is one of few countries that are equally capable in common law

as in civil law; in English as in Spanish.
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Security

•No severe Earthquakes

•No Hurricanes

•No active Volcanoes

Quality of life

•No pollution

•Nice weather all year round

•Natural environment

•Fully Bilingual

Market Overview

Panama’s population is estimated at 3.4 million. Approximately 15% of Panamanian 

households have a  telephone line. Local calls represent 73 % of total traffic, and the 

mobile market is growing very fast with more than 2,300,000 customers.

The telecommunications sectors have great potential to contribute to the 

economic development of Panama via direct investment in technology and 

infrastructure. Other sectors with growth potential are depending in technology as 

tourism and transportation, through the multi-modal transport infrastructure including the 

Panama Canal, ports, highways, railroad and telecommunication.

The telecommunication market was open since January 2003, and a 

legion of companies with and without experience, received a license from the “Ente

Regulador de los Servicios Publicos”, the local FCC that has granted more than 1,422 

licenses to 182 operators. 
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The primary objective for most of the new players is international long distance 

and the use of services such as VOIP  (voice over Internet) and VON (voice over the net). 

During 2003, the price of international call gets down to less US$0.10 a minute and will go 

down to 0.05 when new operators start operations, especially using VOIP.

According to the largest local telephone company, the amount of traffic 

generated by VON or VOIP represents a market of approximately US$30 million. Cable & 

Wireless, the main telephone company of Panama, has in the market some additional 500 

thousand cellular telephone numbers, a figure that is equal to one fourth of the users that 

exist in all the country.

In 2005, TelefÃ³nica acquired the operation rights of BellSouth in Latin 

America in a transaction which surpassed US$600 million. Today Telefonica Movistar has 

more than 1,000,000 cellular phone users.

By the end of 2008, Digicel Caribbean from Jamaica began operations, 

positioning itself in the market of cellular communications by opening 300 stores throughout 

the country, offering their products and services and winning the bidding to acquire the 

concession to operate one of the two cell phone frequencies offered by the Panamanian 

Government throughout the country. 
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The other companies that participating in 2007 at the bidding the 

consortiums Orange from France, Megafon from Russia, Milicom International Cellular 

(MIC) from Luxembourg, Mexico America Movil (AMX), as well as the Panamanian 

companies Telecarrier and Cable Onda. 

The concession is of type A, consisting of services that due to technical and 

economic considerations are given within a regime of temporary exclusivity or of 

competitiveness. If you are interested in more information to participate in

this kind of bid, please be sure to contact the Business Panama Group.

With an investment of 150 million dollars, Claro started introducing new 

products, such as blackberry on prepaid service, the company has coverage in 80% of 

major cities and highways.

The year 2009 began with the introduction of two new companies providing 

cellular mobile services (Digicel.Panama and Claro), to total there are four mobile phone 

companies in the Panamanian market.

With the availability of new providers of these services, the mobile cellular 

market has become more competitive, positive impact for users and / or customers, 

having a perceived reduction in the price minutes of their phone calls or substantial 

improvement of the various offerings in this market.

The entry of two new mobile phone service providers, contributed to an 

increase of 2.2 million subscribers and / or clients, thus representing the growth in 

subscriber numbers grew in 2009 at 54.9% compared to that recorded in

2008.
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After the opening of the fixed telephony market in Panama, the number of 

service lines in the country has increased 70%. The service rates for services like 

telephony and international long distance calls has dropped 50% and prices are as 

competitive as in the U.S. and Europe. 

Now there are 10 companies providing local telephone service, 15 for long 

distance national calls and 16 for long distance international calls. Cable & Wireless 

Panama is the dominant operator with 90% of fixed lines in the country.

Companies like Telecarrier, Clarocom and Advanced Communication 

represent a strong competition with cutting edge technology and products to provide fixed 

telephony services, internet, pay per view TV, or all together. 

Telecarrier, a 100% Panamanian owned company, currently has about 35 

thousand customers.

Fixed telephony service is currently offered in Panama by the traditional 

copper pair and fibre optics system.

Concessionaries are investing have access to a more competitive wireless 

and internet infrastructure. The goal is to provide a full line of different products with a 

more efficient and strong platform. In recent years, Cable & Wireless has

installed over 8581 public and 2720 semi-public telephones throughout the country.

Call Centres

21 licenses have been issued for Call Centres since the government of 

Panama agreed to eliminate a US$1.00 tax on international calls in order to make call 

centres competitive with those in the rest of the world. 
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The main participants are DELL, Health Link Networks, Language Line, 

Sitel, Spherion, creating already 5900 jobs. Fiscal advantages that eliminate taxation of 

international calls, among other tax laws, have allowed their development in the country. 

This industry employed approximately 14,000 people. Companies like Star Contact Dell 

and Panama have approximately 2 thousand workers.

The activity of call centres is regulated by Law 54 of 2001. One of the 

greatest tax benefits is that there exists no tax over the calls abroad. Also, according to 

the law, call centres have the benefits and incentives of Law 25 of 1992 for call centres 

engaged in international calls only. The most important benefits are: o 100% exemption of 

income tax.

o Exemption from all types of direct and indirect taxes, including those of patents and 

licenses.

o Exemption from taxes, charges, and importation rights for machinery, furniture, 

vehicles, and materials necessary

for the business.

o Exemption regarding the transfer of real estate and of recording fees for real estate 

transactions.

Law 25 of 1992 and Law 3 of 1997 also grant call centres enjoy certain 

special incentives in the employment field, making more flexible some of the provisions of 

the Labour Code:

o The extra hours worked by employees of call centres will pay a sole surcharge of 25%

o The fluctuations in the exportation markets, that involve the considerable loss in the 

volume of sales, are justified causes to end the work relationship.

o It is permitted to establish payment systems through the participation of the utilities, 

production bonuses, incentives for rendering, bonuses, gratifications, donations or others, 
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being it understood that such incentive forms or any others, may not exceed 50% of the 

basic salary and will be exempt from Education Insurance Tax and from the accounting of 

the Social Security.

o The work on a weekly rest day will be compensated with a surcharge of 50%, without 

losing the right to enjoy  another rest day.

o May previously indicate the time when the worker will begin the enjoyment of his 

vacations. The activities of the call centres may not be detained by strikes.

Foreign companies that invest more than US$250,000 in the establishment of 

a call centre may apply for the permanent resident visa as an investor. Expats hired as key 

employees, executives, and experts and/or technological of call centres have the right to 

request a temporary resident visa, which will be valid for the term of his contract.

Foreigners that make investments in call centres established or in process of 

establishment, may request a visa under the condition as resident businessman, which is 

valid for one year.

When obtaining this type of visas, it is included the permit for exit and re-

entry, multiple, valid for the term of the visa. These will be extensive in the same conditions 

to the spouse and dependent children of the main petitioner.

Online Gambling

Panama has passed its fully regulated Internet Gaming laws. This makes it 

the only regulated jurisdiction in the world issuing licenses now to those operators wishing 

to stay on the good side of US law. Panama’s laws are of the same high standards as the 

Isle of Man, large casino-resorts’ place of choice for gambling. Until now a very few 

companies have applied for the license, mainly due to the huge paper work and the cost of 

the license. Costa Rica is still the success story with more 6,000 casinos online and 

gambling sites.
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The expectation is of a large exodus of companies from other Central 

American like countries Costa Rica and several Caribbean islands were the situation is 

unregulated, unclear and the price of bandwidth is astronomical compare to Panama. It has 

not been a success yet, Panama must review the business model and the cost of the 

license in order to actively participate in this market.

Mobile Communications

The Total cellular phone users reached $ 6,496,155 in 2010 with good 

chances for continued growth in the future, especially pre-paid services. Approximately 95% 

of the estimated total market for wireless services comes from Pre-Paid Services. The 

remaining 5% comes from Post Paid services, oriented primarily to corporate and personal 

high consumption users. Cable & Wireless is the largest cellular operator, accounts for 40% 

of the market, 27% is controlled by Telefonica Movistar and Claro with 15% and Digicel with 

rest 18%.

By 2009, Telefonica Movistar launched the operation of the new 3.5 G 

network that will facilitate internet browsing through greater speed. Cover the whole 

metropolitan area, the area of the beaches, Columbus, and David will continue to expand 

the interior of the Republic. The aim is that the cell phone becomes a virtual office. This type 

of network is an existing GSM evolution.

For 2011 Movistar will continue with the plan of network expansion nationwide 

3.5G, as well as an upgrade to HSPA + (3.8g), which is an enhancement of current 

technology and will get UMTS speeds to 21.0 Mbps data download (downlink).

As part of the strategy to reach users, Claro will continue to develop 

throughout the country, the Centres of Expertise course, will increase its network of dealers 

nationwide and further develop the service business solutions to the implementation of -
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mobile IP network / MPLS allows for greater connectivity through fibre optic connections.

While Digicel expects to maintain and expand the customer base through 

post-paid and prepaid promotions, as well as providing integrated telecommunications 

solutions to corporate customers and further expand its presence in the country.

Cable & Wiriless the 2011 will be a competitive year, as have the past two 

years, so Mobile particular emphasis will make life easier for mobile phone users with 

direct access to invoices (Fixed + Mobile Internet + Digital TV) and their payment, without 

leaving your office or home, among other things.

The cellular market is not only based on usual and common services, but in 

provision of total innovation. BAC is the first banking institution that ventures into the 

mobile banking field, a new concept in the world of finance. It has been adapted for usage 

in coordination with the service offered by mobile companies such as Mas Movil (Cable & 

Wireless), Movistar, Claro and Digicel. The cellular phone has become an important tool 

for banks, due to its penetration into the population’s preference reaching a 68% in Latin 

America and 98% in Panama. Activation of this service, which is free, is done through a 

call in order to register the number. Afterwards the client receives a key to send a 

message containing the code of transaction to be conducted. It can be used abroad, 

through roaming. The issue of security is key element to this type of service.

Voice Services

Voice Services include local, domestic, international long distance and 

public pay phones. Since the privatization of the government-owned operator (INTEL), 

Cable & Wireless has been offering basic services on a five year exclusive concession. 
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This market condition granted by law ended on January 2, 2003, when the 

market was opened to competition. With 380,224 lines installed (around 12.2 lines for each 

100 inhabitants), and 365,000 customers on a digital platform installed by ALCATEL and 

Ericsson, Panama offers first class service compared to most of the Latin American 

countries. The total voice market in Panama is estimated at US$500 million. Local services, 

including domestic long distance, represent about 80% of the total.

Clarocom, a co-owned (U.S. and Panamanian capital) company has focused 

on providing telephony services via VoIP, which the user can use by means of an Internet 

connection to make calls. This service enables greater convergence in the communications 

systems, -voice and data-, which are handled under the same environment, and 

communications between branch offices located in different provinces are not considered 

as domestic long distance calls.

Local Services

The Panamanian market has successfully combined services of fixed and 

mobile telephony. The telephone service-density reaches 90 out of 100 people. After the 

opening of the fixed telephony market in Panama, the number of service lines in the country 

has increased 70%. The service rates for services like telephony and international long 

distance calls has dropped 50% and prices are as competitive as in the U.S. and Europe. 

Now there are 10 companies providing local telephone service, 15 for long distance national 

calls and 16 for long distance international calls. Cable & Wireless Panama is the dominant 

operator with 90% of fixed lines in the country.
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Companies like Telecarrier, Clarocom and Advanced Communication 

represent a strong competition with cutting edge technology and products to provide fixed 

telephony services, internet, pay per view TV, or all together.

Since June, 2004 over 21 new operators have applied for Basic Service Concession. 

Operators such as Cable & Wireless, Telefonica Movistar, Telecarrier, Cable Onda, 

ClaroCom, One World Communication, Advanced Communications and VOIP are 

already in operation and their continuous war on prices and rates helps the customers to 

get a choice by comparing services and costs. Most of those concessions are targeting 

the most populated areas of the country, mainly in Panama City and Colon, but plans 

include connecting the interior of the Republic. This situation outside the main cities is 

due to the fact that it requires a strong investment not only to provide service but also 

comply with standards set by the local telecommunications authority. The provider 

holding the best position to this moment is Cable Onda which is already offering cable TV 

and Internet and has begun offering local, long distance and International 

telecommunication services.

Domestic Long Distance Services

There are many areas of the country that are difficult to access, where 

none of the current operators are giving the long distance call service. As a result of that, 

there are business opportunities.

The fixed wireless service enables access to remote areas without the need 

of wiring installations, as long as there is energy. Obviously, it has some limitations. 

Nevertheless, this kind of services could open the pace for the future, considering it as a 

high potential sector yet to be developed in the Republic of Panama given the growth of 

urban areas and new infrastructure projects in the coastal areas of the country.
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From 2007 to 2009, there has been a decrease of 10% in traffic of outgoing 

minutes of domestic calls. At the provincial district, the percentage change in 2009/2008, has 

decreased dramatically in the Kuna Yala to -91.0%, followed by the provinces of Darien, -

36.7%, Los Santos, -30.4%; Herrera, -25.5%; Cocle , -22.4%, Bocas del Toro, -14.6, Colon, 

Veraguas and -9.5, -6.1. The only province that has grown in traffic of outgoing minutes, 

Panama is at 29%.

29 licenses have been issued to operators that are going to provide Domestic 

Long Distance. Most of the operators currently own network infrastructure being used to 

transport data and to provide Internet services and last mille with Cable & Wireless, the price 

for a National long distance call was reduce from US$0.15 to 0,06 by Telecarrier, ClaroCom

and Cable Onda.

International Long Distance (Ild)

After opening of the telecommunications market, long distance calls to the 

United States cost around 20 times less, among other offers flooding the market in Panama 

at this moment. Although the country has a population smaller in comparison to other 

countries in the region, it maintains a rapidly growing sector with a competitive diversification 

of products, services and prices for domestic and international calls.

Executive Decree No. 17 of 20 February 2004, regulates Law 6 of 21 January 

2004 that creates a burden ad valorem over the long distance international calls of public 

use, invoiced in Panama.
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58 licenses have been issued to new operators of ILD. This use to be the 

most profitable market segment, requiring lower infrastructure investment. Most of the 

new players are relying on third party network infrastructure as Altec Carrier Hotel and 

Telco Virtual and local loop provider to transport voice traffic. Interconnection 

agreements, service level agreements and local loop availability are the most important 

issues being faced by new entrants in this segment, and the dominant operator is still 

trying very hard to block the entry of new carriers who will be waiting on line for the next 

two years.

On June 16, the Regulatory Authority took a serious look of the situation 

and organize a public hearing session to find out more information regarding the 

difficulties to negotiate agreements with Cable & Wireless who was the centre of the 

attack, almost all the companies complained for the delay and the unfair condition of the 

interconnection practice and a total monopoly of the network and pay phone.

The three countries where it is most given international telephone traffic in 

minutes is: United States (30,674,804), Colombia (17,985,432) and Venezuela (6, 

569.217). Outgoing international traffic has been declining from 2008 to 2009 in a -16.0%.

Pay Phones

18 operators have obtained (licenses to offer services representing a $50 

million market mostly in the largest cities, leaving the largest part of the country without 

telecommunication services due to the high cost of installation and operation, Cable & 

Wireless already asking a fair treatment from the Regulatory Authority for universal 

access.
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Fixed phone service operators at the moment are Cable & Wireless covering 

the entire territory and Telecarrier, especially in specific places like big shopping malls. 

Prepaid cards from other operators have already been approved, especially for 

international calls and long distance national calls to the provinces.

Private Voice Circuits

13 operators have been granted licenses to offer private voice circuits since 

January 2003.

Data Services

With the technological development of solutions aimed at data connection 

between geographically distant points, Panama offers access to the best solution in the 

local market for their integration needs and implementing data networks point-to-point or 

point-multipoint. These services will allow easy construction of virtual private network 

infrastructure to link its parent and associate each of its branches, outlets or business 

partners with high efficiency and performance.

At least 47 companies have licenses to offer data transmission services 

using dedicated access solutions the widespread use of wireless technologies such as 

Spread Spectrum and LMDS solutions, fiber optic and ADSL targeted to corporate and 

private users has been evolving since 2002. The main player is Cable & Wireless, Tele 

Carrier and another incumbent player is Optynex Telecom who uses existing fiber optic 

cable from UFINET, ACP and Global Crossing. Other smaller players are GBnet, Sky On 

Line (Diveo & Teleglobe) and Commnet. Data services, account for a market size of 

US$75 million, with approximately 9500 point-to-point private circuits in operation.
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Internet Services

Of total customers with dedicated access, in 2009, shows that the ADSL 

technology represented 60% of Cable Modem 34.8% and 7.2% of other technology. 

Internet users increased from 2007 to 2008 by 25.7% from 2008 to 2009 by 17.4%. 

Internet penetration increased by approximately 5% compared to the previous year, from 

27.6 to 31.8 per 100 inhabitants.

In December 2009, there were 21 operators providing Internet service to 

the provincial level and in the Kuna Yala. The three provinces where most operators offer 

Internet services are Panama (19), Chiriqui - (13) and Cocle (10). 20 companies are 

competing to give service to more than 1,400,000 users, 9,431 in dialup mode, 153,660 

in ADSL, 100,478 in Cable Modem and others. Public posts have been installed around 

the country by a government sponsored institute known as SENACYT. The number of 

ADSL internet, WIFI and WIMAX connections kept growing with introduction of new 

prepaid services and connections charged per minute or seconds.

Cable & Wireless launched an aggressive campaign to penetrate the 

Internet market with ADSL technology. The Kilobyte price for dedicated Internet access 

dropped significantly, as the main providers such as Cable & Wireless, Telecarrier and 

Cable Onda lowered their rates. The new pricing structure benefited both residential and 

corporate markets, reaching a level of less than $30 per month. Internet access, hosting 

and first tier IP services represented approximated a US$32 million market, showing an 

increase of 16.5 % over the prior year.
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Digicel Panama is focusing on expanding its services to 4G Wimax

technology (wireless broadband), which has already been installed in the markets such as 

the Cayman Islands, Jamaica obtaining a license to Honduras also.

The mobile phone plays a role in the expansion of communications in 

Panama, with steady growth that leads to six in 10 people to have two teams, officials 

said. According to the Ministry of Economy and Finance, this market segment aims to 

maintain the growth trend, based on the introduction of advanced technology and new 

models of equipment.

Data from the National Authority of Public Services (ASEP) account in 2009 

reported 5.6 million cell phone subscribers. There are currently over 450,000 registered 

customers active contracts of the four companies established in Panama and to perform 

the service.

Internet Data Centre and Carrier Hotel

Panama is a point of convergence for the Americas Region Caribbean Ring 

System (ARCOS-1), the MAYA-1 and the PAN-AM submarine cable system, which all 

together provide connectivity to the United States and the Caribbean, Central and South 

American region. The isthmus is connected to satellite stations Intelsat (Atlantic Ocean) 

and the Central American microwave system. Data traffic, especially the Internet, has 

seen a significant increase for both companies operating the five fibre optic cables that 

pass through Panama.



110

The country continues to serve as a bridge to Pan-American submarine 

cables, MAYA 1 and ARCOS-1 (operated by Cable & Wireless), PAC (Pan American 

Crossing) and SAC (South America Cables), which is operated by Global Crossing. Pan-

American and MAYA-1, doubled their use through mid-November 2008, due to various 

internet projects. 80% of data traffic through the MAYA and the Pan-American come from 

Internet, while the remaining 20% is from telephony. Global Crossing recorded a significant 

increase in its use of PAC and SAC cables.

Panama has already 3 world class internet data centres, the first one is 

Altec1, the only neutral organization and the other two are from Cable & Wireless and 

TeleCarrier; every one provide basically the same quality of services including redundant 

access to several submarine fibre optic network, security, fire detection and fire 

suppression system, access control, CCTV, Electrical generator and UPS. Collocation 

space, rack, cabinet and private suite, scalability, reliability and convenience for companies 

looking to reduce their IT cost in a 24 x 7 secure facilities.

Many foreign companies are already taking advantage of Panama completive 

advantage, including the US$r economy, access to 5 submarines Fibre Optics Networks, 

availability of bilingual certified engineers, ecommerce and gaming laws, lower wages and 

lower operation costs.

The Best Opportunities Are:

IDC (Internet Data Centre) and carrier Hotel, disaster recovery centre, 

Collocation, Hosting, Data transmission and data switching, Internet access, internet Kiosk, 

value added mobile services and HUB for International call. From many years ago, 

Panama, has being use as a country for traffic and hosting of information. 
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For many years, Panama has served as a hub for information with all the 

required safety standards. Another great advantage is that it is free from major natural 

disasters such as earthquakes and hurricanes. Panama is blessed by nature, unlike the rest 

of her Central American neighbours, with no hurricanes - amazingly it’s in a special climate 

area that is totally hurricane-proof. Â Over 90% of international voice exchange in addition to 

the 90% of the data links and 100% of internet traffic in the region run through these cables.

The City of Knowledge TecnoPark is the first choice for companies interested 

in doing business in Panama; the large FT Clayton former US military base has a lot of 

advantages including a tax free environment. Today several companies are already 

processing credit card clearing centre, ecommerce, ASP and telecommunications activities.

The most growth potential is Voice over IP (VOIP). Recently VOIP has been 

considered an (almost) legal activity by the telecommunications regulatory office, more than 

40 company are doing the paperwork required to get a license paying the 12% value added 

tax, the market leader is NET2PHONE who have more than 6000 customers and 90% of the 

Colon Free zone customer who use to be the largest international long distance customer 

segment. On the positive side, VOIP is a reality and the new law may facilitate the use of the 

internet to make cheap phone calls, several official carrier are using the VOIP Technology.

In Panama, it is very easy and inexpensive to apply for a license from the 

Regulatory Entity (Ente Regulador) at this date more than 1,474 licenses as been issued 

and is no limit of the quantity of new operators. However, the market tends to be highly 

concentrated, as 8 operators are active controlling 80% of the market and the red tape 

impose by cable & Wireless cause already several casualties within the new Carriers.
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The remainder are small companies operating long distance switch, 

radio services, paging, Internet services, data transmission, fax store & forward, 

teletex, and many” paper company” without money or real intention to participate 

actively, are just trying to make money selling the licenses to new investors.

Telecom Hub for:

Interconnection of North/South traffic

Voice and data transmission

Call centres

Regional data centres

Internet & Ecommerce Hub for :

Internet Service Providers

E-Commerce Providers

Applications Outsourcing ASP

Broadband Content Providers

New Media Content Providers

Exchange Traffic

Logistics and delivery centres using the Colon Free Zone for physical warehousing

Source :Business Panama Web Site
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1.6. Panama’s Labour Laws

The Labour Code of 1971 deals with Labour Relations including the rights and 

duties of employers and employees. "Subordination" is a  concept of the law. Any relationship 

where one person is subordinate to another falls within the law. It makes no difference 

whether the relationship is or is not described as "employment".

There are certain basic employee rights which must be followed:

1. Written Employment Contract 

2. Minimum Wage 

3. Maximum Hours 

4. Paid Vacation Time 

5. Firing Employees 

Employee Contracts:

Employees must sign a written employment contract called an Inscripcion”

Contratos con trabajadores”. Two copies of the contract must be filled with the Ministerio de 

Trabajo y Desarrollo Laboral. 

Employers can easily terminate the employee during the first two years. After 

that, employees have greater protection under the law. The law lists "just causes" for 

dismissal. Unlawful dismissals can result in minimal compensation payments. Both parties 

can contract for "fixed terms". Minimum wage levels vary according to the employee's 

seniority.
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Vacations

There are 11 public holidays per year. In addition, employees are entitled to a 

30 day vacation every year. 

The 13 th month

The law also requires a 30 day paid bonus every year which is known as "the 

13th month". This bonus is estimated at one-salary day for every 11 days of work. The 13 

month bonus is paid in 3 equal instalments: April 15th, August 15th, and December 15th 

every year.

Unions

Unions are allowed in Panama. Unions can collectively negotiate on behalf of 

the employees. Strikes are lawful under defined circumstances after a majority vote of the 

member employees. Conciliation is mandatory before a strike can occur. However, only 

around 11% of the private sector employees are unionized. 
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Leasing Office or Business Premises

Panama's laws regarding leasing commercial space is similar to most English 

speaking countries: 

1. It needs to be in Writing.

2. It needs to properly describe the location of the premises.

3. It needs to address the amount and frequency of the lease payments, length of the lease 

period, whether there is a Security and/or Damage deposit, who pays for gas, water, 

electricity, and repairs. It will also contain provisions for late rent payments, tenant property 

damage, and renewal of the lease term.

4. It must be signed by the property owners (or legally authorized representatives) and the 

tenants.

5. All signatures must be Notarized before a Notary Public.

There are more terms and conditions which should be included in a standard 

commercial lease which is why you should consult with a Panamanian attorney before signing 

one prepared by your landlord.
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Business Bank Account

Even a sole proprietor, must never co-mingle your personal funds with business

monies. A bank account for your business should be open. Partnerships and Corporations

definitely need to open separate Business or Corporate Bank Accounts.

When an account for a corporation, partnership, or a business is opened, most banks

require the following information and documentation:

1. Most banks require a personal interview, while some banks may allow a telephone 

interview. 

2. A clear copy of the account's Signatory and each corporate Director's Passport (must 

include the photo & personal information page, and Panama entry stamp page).

3. A clear copy of a second photo id (such as a driver's license or national id card).

4. Two bank references for each Director and account Signatory. These references must

entail the satisfactory conduct of the account holder and that the banking relationship had

been ongoing for a minimum of 2 years. It would be helpful if the references also confirm the

person's residential address. Many Panamanian banks require the references be specifically

addressed to that bank's branch. Some banks may accept only one bank reference letter 

especially if you have done all of your banking with only one bank).

5. Two professional references for each Director and account Signatory. These references

may be written by one's accountant, lawyer, stock broker, insurance broker, real estate

broker, or employer. They should be written on their company letterhead. These must

include the duration and nature of their business relationship with the applicant. Only an

Original letter will be accepted.



117117

6. Proof of Address: This can be accompanied with a copy of a utility bill (phone, water, 

electricity, cable TV, or Internet service) which contains a name and address. 

7. A "Company Profile" letter must be submitted which briefly describes the type of 

business the account holder will engage in. This will include the location of the business, 

the products or services you are selling, the nature and expected volume of business, the 

origin of the funds to be deposited, an estimate of the monthly or annual amount of funds 

to be deposited, and the reason for opening a bank account in Panama.

Once all of these documents have been received, they will be forwarded to 

the bank's Compliance Officer who reviews the entire application to insure no money 

laundering will occur. This process will go smoother and may have less required 

documents by going to the Panamanian bank where a personal account has been 

established and where they already know you.

Source: Doing Business in Panama
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Taxes

Once licensed, moved into commercial space, with hired employees

and a bank account; requirements must be met.

Conclusion

There are many legal documents, government applications, 

contracts, and laws one must comply with in order to start a business in Panama. 

That is why a Panamanian lawyer must be consulted who is knowledgeable with 

Panama's Business, Labour, Tax, and Real Estate laws before going into 

business. 

Source: http://www.panama-offshore-services.com
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Republic of Salvador



120120

2.1. El Salvador Overview

Overview

In the 1980s El Salvador was ravaged 

by a bitter civil  war. This was stoked by gross 

inequality between a small and wealthy elite, 

which dominated the government and the economy, 

and the overwhelming majority of the population, 

many of whom lived - and continue to live - in abject squalor. The war left  around 70,000 

people dead and caused damage worth US$2bn, but it also brought about important 

political reforms.

In 1992 a United Nations-brokered peace agreement ended the civil war, 

but no sooner had El Salvador begun to recover when it was hit by a series of natural 

disasters, notably Hurricane Mitch in 1998 and earthquakes in 2001. These left at least 

1,200 people dead and more than a million others homeless.

The economy depends heavily on the money sent home by Salvadoreans

living in the US. Poverty, civil war, natural disasters and their consequent dislocations 

have left their mark on El Salvador's society, which is among the most crime-ridden in the 

Americas.

Violent street gangs, known as "maras", were described by former 

President Saca as a "regional problem that requires regional solutions". One of the most 

notorious groups was started in the 1980s by Salvadoran immigrants in the US. El 

Salvador has one of the world's highest murder rates, with 71 per 100,000 residents in 

recent years.
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Facts:

� Full name: Republic of El Salvador

� Population: 6.2 million (UN, 2011)

� Capital: San Salvador

� Area: 21,041 sq km (8,124 sq miles)

� Major language: Spanish

� Major religion: Christianity

� Life expectancy: 68 years (men), 77 years (women) (UN)

� Monetary unit: US$  & Salvadoran Colon

� Main exports: Offshore assembly exports, coffee, sugar, 

shrimp, textiles, chemicals, electricity

� GNI per capita: US$ 3,380 (World Bank, 2010)

� Internet domain: . sv

� International dialling code: +503

Source: /news.bbc.co.uk/
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2.2. Economy

� GDP (2010, official exchange rate; CIA World Factbook): US$21.7 billion.

� GDP (2010, Central Bank): US$21.2 billion.

� GDP (2010, purchasing power parity; CIA World Factbook): US$43.57 billion.

� GDP annual real growth rate (2010): 1.4%.

� Per capita income (2010, official exchange rate):US$3,431.

� Per capita income (2010, purchasing power parity; CIA World Factbook):US$7,200.

� Agriculture (12% of GDP, 2010): Products--coffee, sugar, livestock, corn, poultry, and 

sorghum. Arable, cultivated, or pasture land (2005)--68%.

� Industry (19% of GDP, 2010; Central Bank): Types--textiles and apparel, medicines, 

food and beverage processing, clothing, chemical products, petroleum products, 

electronics, and call centres.

� Trade (2010): Exports—US$4.5 billion: textiles and apparel, ethyl alcohol, coffee, 

sugar, medicines, iron and steel products, tuna, light manufacturing, and paper products.

� Major markets--U.S. 48%, Central American Common Market (CACM) 

35.9%. Imports—US$8.5 billion: petroleum, iron products, machines and mechanical 

devices, cars, medicines, consumer goods, foodstuffs, capital goods, and raw industrial 

materials. Major suppliers--U.S. 36.8%, CACM 19.1%.
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The Salvadoran economy continues to benefit from a commitment to free 

markets and careful fiscal management. The economy has been growing at a steady and 

moderate pace since the signing of peace accords in 1992, and poverty was cut from 66% in 

1991 to 36.5% in 2010. Much of the improvement in El Salvador's economy is a result of the 

privatization of the banking system, telecommunications, public pensions, electrical 

distribution and some electrical generation; reduction of import duties; elimination of price 

controls; and improved enforcement of intellectual property rights. Capping those reforms, 

on January 1, 2001, the U.S. dollar became legal tender in El Salvador. The economy is now 

fully dollarized.

The Salvadoran Government has maintained fiscal discipline during post-war 

reconstruction and reconstruction following earthquakes in 2001 and hurricanes in 1998 and 

2005. Taxes levied by the government include a value added tax (VAT) of 13%, income tax 

of 20%, excise taxes on alcohol and cigarettes, and import duties. The VAT accounted for 

about 49.7% of total tax revenues in 2010. El Salvador’s public external debt in December 

2010 was about US$11.2 billion, 52.7% of GDP.

Years of civil war, fought largely in the rural areas, had a devastating impact on 

agricultural production in El Salvador. The agricultural sector experienced significant 

recovery, buoyed in part by higher world prices for coffee and sugarcane and increased 

diversification into horticultural crops. Seeking to develop new growth sectors and 

employment opportunities, El Salvador created new export industries through fiscal 

incentives for free trade zones. The largest beneficiary has been the textile and apparel 

(maquila) sector, which directly provides approximately 80,000 jobs. Services, including retail 

and financial, have also shown strong employment growth, with about 63% of the total labour 

force now employed in the sector.
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Remittances from Salvadorans working in the United States are an important 

source of income for many families in El Salvador. In 2010, the Central Bank estimated 

that remittances total US$3.5 billion. UN Development Program (UNDP) surveys show 

that an estimated 22.3% of families receive remittances.

Under its export-led growth strategy, El Salvador has pursued economic 

integration with its Central American neighbours and negotiated trade agreements with the 

Dominican Republic, Chile, Mexico, Panama, Taiwan, Colombia, and the United States. In 

2010, Central America signed an Association Agreement with the European Union that 

includes the establishment of a free trade area. In 2011, El Salvador signed a Partial 

Scope Agreement (PSA) with Cuba. The Central American countries are negotiating a 

free trade agreement with Canada. El Salvador also expects to begin Pacific Arc forum 

negotiations to reach a trade agreement aimed at creating a common production platform; 

forum members are Mexico, Guatemala, El Salvador, Honduras, Nicaragua, Costa Rica, 

Panama, Colombia, Peru, Chile, and Ecuador. Exports grew by 16.4% in 2010 and 

Imports by 16%. As in previous years, the large trade deficit was offset by family 

remittances.

The U.S.-Central America-Dominican Republic Free Trade Agreement 

(CAFTA-DR), implemented between El Salvador and the United States on March 1, 2006, 

provides El Salvador preferential access to U.S. markets. Textiles and apparel, shoes, 

and processed foods are among the sectors that benefit. In addition to trade benefits, 

CAFTA-DR also provides trade capacity building, particularly in the environment and 

labour areas, and a framework for additional reforms on issues such as intellectual 

property rights, dispute resolution, and customs that will improve El Salvador’s investment 

climate. For sensitive sectors such as agriculture, the agreement includes generous 

phase-in periods to allow Salvadoran producers an opportunity to become more 

competitive.
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U.S. support for privatization of the electrical and telecommunications markets 

markedly expanded opportunities for U.S. investment in the country. More than 300 U.S. 

companies have established either a permanent commercial presence in El Salvador or 

work through representative offices in the country. The U.S. Department of Commerce 

maintains a Country Commercial Guide for U.S. businesses seeking detailed information on 

business opportunities in El Salvador.

On November 29, 2006, the Government of El Salvador and the Millennium 

Challenge Corporation (MCC) signed a 5-year, $461 million anti-poverty Compact to 

stimulate economic growth and reduce poverty in the country’s northern region. The grant 

seeks to improve the lives of approximately 850,000 Salvadorans through investments in 

education, public services, enterprise development, and transportation infrastructure. The 

Compact entered into force in September 2007, and it is expected that incomes in the 

region will increase by 20% over the 5-year term of the Compact, and by 30% within 10 

years of the start of the Compact.

El Salvador is one of four countries that will participate in the Partnership for 

Growth, which will put into practice the principles of President Barack Obama’s Policy 

Directive on Global Development. The Partnership for Growth represents a new way of 

doing business focused on using the full range of available development resources--trade, 

private investment, traditional financial assistance, technical assistance, private sector 

activity, and more--to spur higher, sustained, and more inclusive economic growth in El 

Salvador. To make this possible, a joint United States and El Salvador team conducted an 

in-depth analysis and identified the two primary constraints to economic growth in El 

Salvador--crime and insecurity and low productivity in trade-related activities. Having 

worked together to identify the key constraints, these two teams then worked together to 

craft joint solutions, which form the heart of the Joint Country Action Plan (JCAP). 
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The JCAP lays out how the two countries will work together to unlock these 

constraints to growth by promoting a business-friendly environment, investing in people 

through education, and strengthening anti-crime and violence prevention efforts. The Action 

Plan also provides a framework for other partners--donor governments and institutions--to 

work with El Salvador in a similarly focused manner. 
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2.3. Important ongoing projects

Cimarron Hydroelectric Power Project

A hydroelectric power plant in El Salvador, that was to start construction 

in 2010. The plant would have been be located in the upper basin of the Lempa River, 

upstream of the Canon Grande Hydroelectric Dam. The proposed location of the dam 

was between the towns of Agua Caliente, Chalatenango, on the left shore and 

Metapán, Santa Ana, on the right shore. A tunnel would divert water from the Lempa

River to a powerhouse and substation to be built near Agua Caliente. With an 

estimated capacity of 261 Megawatts, the project would have increased El Salvador's 

total generation capacity by almost 25%.

Main features

The dam would be built at 695 meters Above level and would have had a 

height of 165 m and a length of 660 m. The dam reservoir would have covered an area 

of 15.3 km² and a capacity of 592 million m³. The main stream tunnel was to conduct a 

total flow of 83.1 cubic meters per second from the dam to the plant; Four vertical axis 

Pelton Turbines, with an installed capacity of 261 Megawatt, would generate a yearly 

average of 686.7GWh. A 235 KV power line will connect the power plant to the national 

grid.

Environment impact study initiated in 2005 and concluded in 2007, 

identified mitigation measures One hundred and fifty families would have been 

relocated from their current homes. Waters of the Lempa River would have been 

diverted towards the Metayate River by way of a 1,200 meters discharge channel. The 

natural flow of the Lempa River would therefore be altered for a total length of 30 

kilometres.
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In El Salvador, the evolution of current oil prices made the Cimarrón

Project more attractive than fossil thermal plants, which could provide comparable 

output. The estimated rate return (ERR) of the Cimarrón is 12.23%

Environmental concerns

Opponents of the project pointed to various drawbacks of the proposed 

project, but the issue at hand was the consequences that the dam would have had on 

the water flow of the Lempa River. The river already has four hydroelectric dams and 

represents some of the scarce water resources of the country. The Lempa River is the 

only river that can be of practical use for dams of significant electrical output in El 

Salvador: 

The Latin America Tribunal summarizes an ongoing complaint: “The 

Fundacion Rio Lempa along with the Comite Ambiental de Chalatenango, filed a 

complaint against the imminent construction and operation of "El Cimarron" 

Hydroelectric Power Project on the Lempa River, located in the Chatennago

Department. 

The opposing parties claim that such project poses a serious 

environmental and health threat for thousands of inhabitants, with further negative 

repercussions on the already deteriorated Lempa river basin.

On the other hand, in 2000, the Central America Water Tribunal resolved to ask the 

Salvadorian government to stop construction of the project, and to request the World 

Bank to stop financing it.
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A study by the National University of Costa Rica presents an accurate 

view on the extreme dependence that El Salvador has on the Lempa River, and 

therefore the tremendous impact that this project will exert on this vital resource. Forty 

eight percent of El Salvador’s population lives in cities, towns and villages (including the 

capital city) in the Lempa River basin, which covers 49% of the Salvadorian territory.

Paradoxically, the economic aspect of the project which appeared to be its 

driving force used by government agencies to gain support in the eyes of international 

lenders, may have become its most detrimental side after all. As a result of ever 

increasing prices of materials, due to the 2008 world recession, the initial building costs 

which were estimated at 400 million dollars have tripled to US$ 1,100 million. This 

amount in itself represents at least 1/20 of the Nominal GDP of the country which is 

US$22,115 billion.

Source: wikipedia.org/
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Information and Communication Technology (ICT) for development of small and 

medium-sized exporters in Latin America: El Salvado r

Though there is, today, an abundance of information, most individuals and 

companies have little knowledge of how to use tools that would allow them to fully exploit 

this information to enhance the efficiency and operation of their businesses.

This vast informational resource is generally overlooked by companies, due 

to their inability to use it, thus losing the potential advantage it could provide in improving 

the productivity and efficiency of their operations.

People use information in different ways, from weather reports to investment 

in the stock market. Most fundamentally, information enhances the efficiencies of internal 

processes and provides businesses with knowledge of the markets in which they trade 

their products or services, as well as information on competition, suppliers, etc., offering a 

competitive advantage over other firms.

Information technology (IT) tends to be regarded as something used only by 

large manufacturing companies or in automated systems. However, it is, in fact, used in all 

types of processes: accounting; relationships with suppliers; recruitment; production 

automation; quality control; marketing, sales and distribution of products, etc.
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2.4 Computer and Software

Rapid developments in IT have had a dramatic impact on all operational 

aspects of organizations, as well as in the specific area of technology. IT encompasses 

all technology utilizing computers and computer-based communications. Such systems 

are used for purchasing, storing, handling and transmitting information to people and 

businesses units, both within and outside a company, allowing businesses the ability to 

efficiently manage and integrate all of their information-processing needs. This 

produces important savings in time and money, and facilitates problem solving and 

decision-making. As a result, IT usage has become a central component of any 

business wishing to increase its competitiveness.

For various economic sectors, particularly those with limited resources 

and small-scale operations, accessing tools that promote competitive development has 

been one of the most serious constraints. Thus, it is imperative that companies gain 

knowledge of these new information technologies, which can be used by small and 

medium enterprises and can become a tool for development, providing major changes 

in efficiency and productivity, while creating sustainable growth for the countries 

involved.

Source: http://www.eclac.org
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Communications, computer and others: 

(% of service exports; BoP) 

El Salvador was last reported at 25.95% in 2010, according to a World 

Bank report released in 2011. 

The Communications; computer; etc. (% of service exports; BoP) in El 

Salvador was 24.71 in 2009, according to a World Bank report, published in 2010. 

The Communications; computer; etc. (% of service exports; BoP) in El 

Salvador was reported at 22.28 in 2008, according to the World Bank. 

Communications, computer, information, and other services (% of 

service exports, BoP) cover international telecommunications and postal and courier 

services; computer data; news-related service transactions between residents and 

non-residents; construction services; royalties and license fees; miscellaneous 

business, professional, and technical services; personal, cultural, and recreational 

services; and government services not included elsewhere. Service exports refer to 

economic output of intangible commodities that may be produced, transferred, and 

consumed at the same time. International transactions in services are defined by the 

IMF's Balance of Payments Manual (1993), but definitions may nevertheless vary 

among reporting economies. This page includes a historical data chart, news and 

forecast for Communications; computer; etc. (% of service exports; BoP) in El 

Salvador. El Salvador has the third largest economy in Central America,. Service 

sector accounts for more than 60% of GDP. The main industries are food processing, 

beverages, petroleum, chemicals, fertilizer, textiles, furniture and light metals. 

Remittances are also an important part of the economy, a third of all households 

receive these financial inflows.

Source World Bank
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El Salvador - Telecoms, Mobile and Broadband

El Salvador is the smallest country in Central America, with the third largest 

population. It suffers from extreme income inequality, rampant crime rates, lack of 

infrastructure, inadequate social capital, and one of the highest homicide rates in the 

world. In June 2009, moderate leftist journalist Mauricio Funes won the presidential 

election, pledging to fight poverty and crime and push for reform in education and health. 

Telecommunications has been one of the most successful sectors in El 

Salvador's economy. This is particularly true of mobile services, which are emerging as 

the country's preferred avenue of communication. The use of text messaging and 

multimedia is gradually replacing voice, and there is a clear trend towards services 

supported by 3G networks. El Salvador's fixed-line teledensity is about 19% lower than 

the Latin American and Caribbean average. In reality, considering the country's poor GDP 

per capita, this compares favourably with the rest of the region. Mobile penetration is 

remarkably high based on El Salvador's economic indicators, being about 35% higher 

than average for Latin America and the Caribbean. Of the estimated total number of 

telephones in the country, 13% are fixed and 87% are mobile. 

El Salvador's telecom legislation has been hailed as one of the most liberal 

in Latin America because it encourages maximum competition in most aspects of 

telecommunications and permits foreign investment in all areas. All telecom sectors have 

been functioning in a competitive environment for many years, but there are no 

regulations to promote wholesale broadband, therefore the ADSL market is a virtual 

monopoly. The only meaningful broadband competition comes from cable modem access. 

Although many companies launched services when the telecom sector was liberalised, 

the market has been undergoing a gradual process of consolidation, leaving a few 

dominant multinational operators (Millicom's Tigo, Am�rica M�vil's Claro, and 

Tel�fonica's Movistar), which have managed to expand into almost all telecom sectors 

through a process of convergence. 
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The mobile market is served by five operators: Tigo, Movistar, Claro, 

Digicel, and Intelfon. Mobile telephony decelerated markedly in 2009, but mostly 

because of market saturation, with the country's mobile penetration passing the 100% 

threshold towards year-end. 

The fastest growing sectors in 2010 are likely to be pay television and 

broadband, both fixed and mobile. The outlook is especially positive for mobile 

broadband, which may help to bolster the slipping mobile ARPU figures. The longer-

term prospect is more promising. The mobile market is likely to start growing again well 

past the 100% penetration rate. With increased GDP per capita, demand for 

broadband and ICT services should intensify. Key highlights: CTE Telecom, trading as 

Claro, is the incumbent fixed-line operator in the country. The CTE brand was 

discontinued in 2009, and all services were unified under the Claro brand name, 

including mobile and fixed-line telephony, ADSL and mobile broadband, as well as 

cable and satellite TV. Claro is the dominant fixed-line operator and ADSL provider in 

El Salvador. Claro's main competitor is Tigo, originally only a mobile 

operator. However, since Millicom acquired cable TV leader and triple player Amnet, all 

services were unified under the Tigo brand name in 2009, including mobile and fixed-

line telephony, cable modem and mobile broadband, as well as cable TV. 

Tigo is the leading mobile operator and provider of cable TV/cable 

modem services in El Salvador. 

Telef�nica/Movistar occupies third place in the country's telecom market. 

In 2010, all its services are gradually being unified under the Movistar brand name, 

including fixed-line and fixed-wireless services, mobile services, cable broadband, and 

cable TV.El Salvador - key telecom parameters - 2008 - 2009 Category20082009 

Fixed-line service Total number of subscribers (million)1.081.10 Annual growth-

0.3%2.0% Teledensity14.9%15.0% Internet.
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• Internet users 1650,000790,000 Annual growth 154%22% Internet users 

penetration 19.0%

• 10.8% Broadband Total number of  subscribers123,500149,400 Annual 

growth38%21% Penetration rate1.7%2.0% Mobile telephony subscribers 

• Total number of subscribers (million) 16.807.36 Annual growth 125%8% Mobile 

penetration rate 194.2%100.5% 

(Source: BuddeComm) 
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Hardware and Software

El Salvador's 2011 Import

Value in US$

Tariff Number: Tariff Description:

8471 Machines for automatic treatment or 
processing of data and units; Magnetic 
readers or optical. Machines for 
recording data with coded form and 
machines for processing or treatment of 
data not specified or included

8523 Software and related device to record 
sound or similar recording, except for 
products in Chapter 37 



17,256Switzerland

18,079Argentina 

21,432Honduras 

21,606*Not specified

43,999Taiwan 

51,177Yugoslav

51,294Costa Rica 

55,651Canadá

59,081Philippine

69,080Bolivia 

77,903Thailand

107,524France

115,941Hong Kong

122,898Israel

125,045India 

125,433Brazil

128,224Puerto Rico 

153,815Spain

299,240Holland  

321,171Japan

380,918Singapore 

402,575Denmark

489,189Swiss

704,488Germany

906,928South Korea

1,081,077Panama

1,143,255Mexico 

1,306,854Guatemala 

3,372,950Ireland (Eire) 

6,282,452China  

79,573,497United States of America

US$Country

Value in Tariff 8471 and others
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97,746,267Total

12,592Others

4,659Hungry

5,384Chile 

5,929Ecuador 

6,057Zimbabwe (Rhodesia) 

6,914Bulgaria

7,267Emirates Arabic

8,374Belgium-Luxembourg 

9,375Uruguay 

10,189Ukraine

12,052Austria 

12,786Colombia 

14,657Italy

US$Country

Value in Tariff 8471 and others/ Cont …



139

20,130Yugoslav

20,328Spain

29,593India 

49,769Austria 

60,116Italy

60,915Ireland (Eire) 

66,049Costa Rica 

71,429Bolivia 

72,717Canada

75,518Colombia 

85,659Zech Republic or

87,174Malaysia

99,218Finland

107,865Israel

148,056Thailand

148,215Switzerland

150,179Japan

216,586Chile 

218,608Argentina 

225,196Brazil

250,082Honduras 

546,283France

617,223Germany

697,649Guatemala 

763,575Hong Kong (Repúblic of China) 

847,434Panama

1,502,791China Taiwán 

2,441,874China 

3,326,090Swiss

6,838,669Mexico

15,237,446United States of America

US$Country

Value inTariff 8523 and others
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35,184,784Total

13,480Others

4,997South Korea

5,140Nicaragua 

5,243Australia 

11,161United Kingdom

12,043Uruguay 

13,110Ukraine

18,372Ecuador 

18,802Dominican Republic

US$Country

Value inTariff 8523 and others/ Cont …

Source: Seica
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2.5. Outsourcing in El Salvador

Raising demand for IT Outsourcing

India is one of the most preferred IT outsourcing destinations for companies 

in the US and Europe. HCL Technologies is India's fourth-largest software exporter by 

sales, and gets more than half its revenue from the US. The company expects US clients' 

technology spending on outsourcing to gather pace as the US economy improves, 

although sales from the US continue to be below average in the current quarter.

The company said that new orders from the US are mostly discretionary or non-essential in 

nature and translate to projects that are for a limited period of time. In contrast, revenue 

generated from Europe is mostly from on-going cost-saving projects which are of a longer 

duration. Revenue growth in the US continues to be driven by increased spending from 

clients in the healthcare and pharmacy businesses, and regulatory changes in financial 

services. Uncertainty still prevails on the future of spending in telecommunications.

El Salvador was once considered as one of the most deregulated economies in 

Central America because of their civil war which lasted for 14 years. The end of this war 

paved the way for the country to improve its economic investments one of which is the 

outsourcing industry.

Shifting from the traditional hiring of local people to work for these 

outsourcing companies, El Salvador operates with a new alternative. The government's 

plan dubbed as "Meet Your Roots" looks for children who are Salvadorans and are born in 

the US and Canada to live and work temporarily in the said country.
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There were several goals mentioned for the said program. One is to 

help the outsourcing industry by hiring people who are knowledgeable of the 

English language. The second goal mentioned was to strengthen the ties and 

identity of these people who would go back to their home country.

According with Central America Data, El Salvador is located close to 

the United States and Canada and in their same time zone, and offers competitive 

prices when compared to neighbours Mexico, Panamá or Costa Rica.

Such conditions make it an attractive location for outsourcing 

services, call centres and BPO. Still, El Salvador has much to do to take 

advantage of these conditions.

El Salvador was launched as an outsourcing destination in the 2004-

2005 period, when Dell and Sykes started operations in the country. At that time, 

the jobs generated by the industry went from 1,000 to over 9,000 in 2010, a real 

testament to the attractiveness of the country as an outsourcing destination. There 

are currently 38 centres in El Salvador (including two finance-specialized BPOs), 

out of which 20 are working almost exclusively with offshore clients. 

New program will staff call centres in Central Amer ican nation 

with American workers.

In order to meet the demands of companies outsourcing their call

centres to El Salvador, the Central American country is beginning a program to 

recruit its employees from an unlikely location: the United States.
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The Salvadoran government's economic development organization has 

started a program called "Meet Your Roots" that "looks for children of Salvadorans born 

in the U.S. and Canada to reside and work temporarily in El Salvador in order to 

strengthen their identity and ties to the country," according to the organization's Web site.

While strengthening cultural ties, the Salvadoran who staffs call centres 

serving the U.S. market can earn up to $1,500 a month.

Although the program was first announced this year, it is still in its early 

stages, according to the development organization, known by its Spanish acronym 

PROESA.

Meetings have already been held in Los Angeles and Dallas to promote the 

program to Salvadoran communities there.

Under the plan, PROESA finds prospective employees and puts companies 

in touch with them. The companies then offer the job to the Salvadoran-Americans over 

the phone, according to Karla Rivas of PROESA.

PROESA and the Salvadoran government then take care of the details. The 

plan calls for participants to spend a year in El Salvador, Rivas said.

So far parents of the high school graduates have been largely receptive. 

"They want their children to come to meet their roots," said Rivas.

El Salvador boasts nine call centres operated by such companies as Spain-

based Atento, Dell, GMC, Paris-based Tele performance, and Sykes.

Together they employ 4,700 people who each earn from $600 to $1,500 a 

month in a country where the minimum wage is about $150 a month.
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The Salvadoran government already operates a National English Centre to 

boost the number of qualified bilingual employees and English is taught as a second 

language in El Salvador's schools, according to Rivas. Additionally, the country transitioned 

to the US$  in 2002.

El Salvador, which has one of the most deregulated economies of Central 

America 14 years after the end of a bloody civil war, is eager to grow its call centre industry.

"But the [call centre] companies can't grow unless there are people to work in them," said 

Rivas, who estimates that currently only 3 percent of the people working in the nation's call 

centres are foreign born.



145

According to the Agency for Promotion of Exports and investment (Proesa), the Call 

Centre industry accounts for 60% of GDP, and is one of those responsible for injecting 

the most dynamism into the economy.

Companies that already operate in the country, El Salvador Sykes, 

Teleperformance and Stream Global Services, are now joined by U.S. company Express 

Teleservises, which began operating on Sunday November 20.

The industry currently generates over 12,000 jobs. According Proesa, the country has 

been pursuing various initiatives to support the expansion of the number of people who 

speak English.

With regard to the teaching English, Carlos Giammattei, Transactel

marketing coordinator, believes that is an area in which the country is working on through 

a couple of private initiatives, because it is the same companies who have training 

academies for achieving the required level of English needed for staff to be hired", reports 

Elsalvador.com.

Salvadoran Call Centres are Short on Qualified Staf f. The call centre industry is 
finding it hard to grow, due to lack of qualified b ilingual personnel.

From every 7 individuals who apply for a Call Centre job, just one has an 

English Language level of 85% or above. The remaining 6 display a skill level of 70%.

General manager of Skypes told Elsalvador.com that “these deficiencies 

limit the growth of the industry. Call centres are not aggressively looking for English 

customers or large companies, for fear of not being able to fulfil their personnel needs”.

Proesa, the Salvadoran investment promotion agency, reported there are

several projects underway to teach English to more workers.

Source: elsalvador.com (Wednesday, June 23, 2010)
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Q Group launches the outsourcing business 

The Q Group has found another niche market to expand their 

investments in Central America, this is the account management services to other 

companies, known as Business Process Outsourcing (BPO) to which has entered this 

year. The Director of Shared Services Centre (CSC), Alejandro Giuliodori, explained 

that the creation of this new business line took more than five million dollars, with 

equity capital of the conglomerate of 23 companies. 

It all began in 2005 when the idea of ��integrating the management of 

Group companies in Guatemala, El Salvador, Honduras, Nicaragua, Costa Rica and 

Panama. The system began operating in El Salvador in 2006 and expanded to Central 

America in March 2007. 

From the first thought in national and regional consortia as new market 

niche, as in El Salvador and the rest of Central America there is, or is very little these 

services, said Giuliodori. 

The Shared Services Centre, headquartered in San Salvador, is capable 

of bringing the management of accounts payable, general accounting, fixed asset 

management, insurance, taxes, general procurement, treasury (including accounts 

receivable) , financial statements and all kinds of related accounting and payroll, which 

reduces costs for conglomerates operating in the region. 

In the early years of implementing this new business line, have been 

consolidated as a service company, through the implementation and operation of the 

technological platform in the various group companies and the next step, already 

giving, as a service centre shared, is to open the regional market.
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"We are opening the market in what is called BPO, or Business Process 

Outsourcing Model, which is the next step to provide Outsourcing services to third parties 

with a platform first, under ISO Standards and using SAP Technology," he said. 

SAP Technology manages and processes the digitalized resources and 

documentation of different areas of the company, through integrated software in real 

time, which are issued financial statements and other reports two days after the reporting 

period closed.. 

This technology is achieved on the third business day, the managers of 

companies can have on their desks all financial reports for decision making. 

To reach this stage was mounted and polished technology platform, 

business processes were standardized for each of the 23 companies of the group. Were 

recruited and trained the right people (160 at the beginning, and is now ready to lend to 

firms outside the cluster, he said.. 

The executive noted that under this type of work, business consortia with 

regional operations, will forget to invest in their core business, allowing them to 

substantial savings, streamline transactions and steps improve their competitive position 

customers.

In the leap to provide services to third parties, and is closing contracts with 

four business consortiums, which for reasons of confidentiality, can give their names.

What it is anticipated that pharmaceutical company with operations in 

Central America and intends to file operations in El Salvador.

Source: El Salvador.com
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El Salvador Telecommunications Profile 2012

•Telephones - main lines in use

• 1 million (2010)Telephones - mobile cellular

• 7.7 million (2010)Telephone system

• General assessment: multiple mobile-cellular providers are expanding services rapidly 

and in 2009  density exceeded 100 per 100 persons; growth in fixed-line services has 

slowed in the face of mobile-cellular competition 

domestic: nationwide microwave radio relay system 

• international: country code - 503; satellite earth station - 1 Intelsat (Atlantic Ocean); 

connected to Central American Microwave System (2009)Broadcast media multiple 

privately-owned national terrestrial television networks, supplemented by cable TV 

networks that carry international channels; hundreds of commercial radio broadcast 

stations and 1 government-owned radio broadcast station (2007)Radio broadcast stations 

AM 52, FM 144, 

• 13,849 (2010)Internet users

Source: CIA World Factbook
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Salvadoran Call Centres are Short on Qualified Staf f

The call centre industry is finding it hard to grow , due to lack of qualified 

bilingual personnel.

Wednesday, June 23, 2010

From every 7 individuals who apply for a Call Center job, just one has 

an English Language level of 85% or above. The remaining 6 display a skill level of 

70%.

Beatriz Peralta, Sykes general manager, told Elsalvador.com that 

“these deficiencies limit the growth of the industry. Call centres are not aggressively 

looking for English customers or large companies, for fear of not being able to fulfill

their personnel needs”.

Proesa, the Salvadoran investment promotion agency, reported there 

are several projects underway to teach English to more workers.

Source: elsalvador.com
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Bilingual Training Program Launched in El Salvador

With the growing demand for bilingual staff, privat e organizations and 

government agencies have created a program entitled  "English Training for 

Call Centres".

Friday, December 9, 2011

The project, by nature public / private, aims to bring some 400 new 

employees who are bilingual in English / Spanish into the job market .

The growth of the call center industry has been maintained since 

2005 at a rate of 29% per annum despite the lack of qualified bilingual staff. 

Guillermo Valiente, general manager of Transactel, said his company employs 

about 120 people a month, a task that is "a challenge". Companies like 

Transactel hire an average of 120 people per month and faster growth of the 

sector is expected for next year .

"To overcome this obstacle, representatives from several 

companies from this category met with international co-operation organizations 

and government agencies. The English Training for Call Centers’ program was 

created within this public-private partnership”. This will broaden the base of 

candidates with the necessary skills that their customers want", published 

Laprensagrafica.com

Source: laprensagrafica.com
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Call Center Expands in Salvador

Transactel continues to grow. It is currently lookin g for a new building outside San 

Salvador, and has advertised for 250 vacancies to b e filled, predicting that at the end 

the year they will have a total of 2,300 employees.

Wednesday, September 14, 2011

The  director of  Transcacte, El Salvador, inform  that one potential site for the 

new headquarters is in the Northern Zone, but "the most important thing is whether the 

human resources will be there."

An article in Elmundo.com.sv notes: "Transactel began operations in the 

country in 2006 with 32 employees. Now 2,000 jobs are being added serving customers in 

six languages: Spanish, English, German, French, Italian and Portuguese. "

Source: elmundo.com.sv
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El Salvador

Search Engines, Reports and Internet Usage

El Salvador Internet Usage:    975,000 Internet users as of September/09, 
16.1% of the population, according to ITU.

El Salvador Population Estimate: 6,052,064 population for 2010, according to the 
US Census Bureau.

Latest Country GDP Estimate: GDP per capita was US$ 3,719 for 2010, 
according to the I.M.F.

Country Area: 21,041 sq km (8,124 sq miles)

Internet Usage and Population Growth:

ITU16.1 %6,052,064975,0002010

ITU13.6 %7,185,218975,0002009

ITU9.9 %7,066,403700,0002008

ITU9.1 %6,467,548587,5002005

ITU8.5 %6,281,600550,0002003

ITU0.6 %5,963,80040,0002000

Usage Source% Pen.PopulationUsersYEAR
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El Salvador - Telecoms, Mobile and Broadband

Executive summary

El Salvador is the smallest country in Central America, with the third largest 

population. It suffers from extreme income inequality, rampant crime rates, lack of 

infrastructure, inadequate social capital, and one of the highest homicide rates in the world. 

In June 2009, moderate leftist journalist Mauricio Funes won the presidential election, 

pledging to fight poverty and crime and push for reform in education and health.

Telecommunications has been one of the most successful sectors in El 

Salvador’s economy. This is particularly true of mobile services, which are emerging as the 

country’s preferred avenue of communication. The use of text messaging and multimedia is 

gradually replacing voice, and there is a clear trend towards services supported by 3G 

networks.

El Salvador’s fixed-line teledensity is about 19% lower than the Latin 

American and Caribbean average. In reality, considering the country’s poor GDP per capita, 

this compares favourably with the rest of the region. Mobile penetration is remarkably high 

based on El Salvador’s economic indicators, being about 35% higher than average for Latin 

America and the Caribbean. Of the estimated total number of telephones in the country, 

11% are fixed and 91% are mobile.

El Salvador’s telecom legislation has been hailed as one of the most liberal in 

Latin America because it encourages maximum competition in most aspects of 

telecommunications and permits foreign investment in all areas. All telecom sectors have 

been functioning in a competitive environment for many years, but there are no regulations 

to promote wholesale broadband, therefore the ADSL market is a virtual monopoly. The 

only meaningful broadband competition comes from cable modem access.
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Although many companies launched services when the telecom sector 

was liberalised, the market has been undergoing a gradual process of consolidation, 

leaving a few dominant multinational operators (Millicom’s Tigo, América Móvil’s Claro, 

and Teléfonica’s Movistar), which have managed to expand into almost all telecom 

sectors through a process of convergence.

The mobile market is served by five operators: Tigo, Movistar, Claro, 

Digicel, and Intelfon. Mobile penetration passed the 100% threshold towards end 2009.

The fastest growing sectors in 2011 are likely to continue to be pay 

television and broadband, both fixed and mobile. The outlook is especially promising for 

mobile broadband, which could help to bolster the slipping mobile ARPU figures in the 

medium term.

The longer-term prospect is more promising. The mobile market is likely 

to start growing again well past the 100% penetration rate, more people wanting 

multiple mobile devices for different options and applications. With increased GDP per 

capita, demand for broadband and ICT services should intensify. Competition between 

Claro, Tigo, and Telefónica will force operators to diversify their services and reduce 

prices.

Key highlights

CTE Telecom, trading as Claro, is the incumbent fixed-line operator in the 

country. The CTE brand was discontinued in 2009, and all services were unified under 

the Claro brand name, including mobile and fixed-line telephony, ADSL and mobile 

broadband, as well as cable and satellite TV. Claro is the dominant fixed-line operator 

and ADSL provider in El Salvador.
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Claro’s main competitor is Tigo, originally only a mobile operator. However, 

since Millicom acquired cable TV leader and triple player Amnet, all services were unified 

under the Tigo brand name in 2009, including mobile and fixed-line telephony, cable modem 

and mobile broadband, as well as cable TV. Tigo is the leading mobile operator and provider 

of cable TV/cable modem services in El Salvador.

Telefónica/Movistar occupies third place in the country’s telecom market. In 

2010, all its services were gradually being unified under the Movistar brand name, including 

fixed-line and fixed-wireless services, mobile services, cable broadband, and cable TV. In 

2010 the company ceased CDMA operations in El Salvador and Guatemala.

In early 2011 Carlos Slim, the world’s richest man and owner of América Móvil initiated 

proceedings to acquire Digicel’s network in El Salvador and Honduras. The deal remains 

subject to antitrust approval in both countries.

Source: BuddeComm

El Salvador – key telecom parameters – 2010 - 2011

9.947.52Mobile subscribers

0.190.17Broadband subscribers

1.10.98Internet users

1.021.01Fixed-line subscribers

2011 2010Category (millions)
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El Salvador has good long-term growth potential especially in fixed and mobile 

broadband and in pay television. The report covers trends and developments in the fixed-

line, mobile, Internet, broadband, and pay TV markets. Subjects include:

•Market and industry analyses, trends and developments;

•Facts, figures, and statistics;

•Government policies and regulatory issues;

•Major players (fixed, mobile and broadband);

•Infrastructure development;

•Internet and broadband market (DSL, cable modem, wireless);

•Mobile market (including 3G and mobile broadband).
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2.6. Labour Laws 

Registration of Foreign Investment

In order to obtain the benefits of the Investment Law, and according to

Article 17, every foreigner or the  Salvadoran Company in which he/she has invested

(by his Legal Representative or by means of proxy), should request registration at the

Ministry of Economy.

To take advantage of these incentives, the enterprise must contribute five percent

of profits during the exemption period to a government. administered Tourism

Promotion Fund.

In general, there are no controls on prices in El Salvador. The exceptions are

liquefied propane gas, public transportation rates, and energy, which the government

regulates. El Salvador's Investment Law does not require investors to export specific

amounts, transfer  technology, incorporate set levels of local content, or fulfil other

performance criteria. 

Foreign investors and domestic firms are eligible for the same export incentives.

Exports of goods and services are levied zero value added tax. There are few trade

barriers that affect the import of manufactured goods, but El Salvador does maintain

some barriers to services.

For example, notaries must be Salvadoran and certain professionals such as

architects must be licensed locally. 
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The principal statutes governing foreign investment in El Salvador are the 

Investment Law, Export Reactivation Law, Free Trade Zones Law, and Services Law. 

Other statutes establishing the basic legal framework for investment include the Monetary 

Integration Law, Banking Law, Insurance Companies Law, Securities Market Law, 

intellectual property laws, special legislation governing privatizations and credit cards, 

Competition Law, and Tourism Law. Additional information on each of these laws is 

available later on in this article. Customs may authorize temporary entry of foreign 

merchandise with temporary or partial suspension of duties for specific purposes under the 

condition that the merchandise is re-exported within the time authorized and without any 

modification. A bond must be presented as the guarantee that the temporarily imported 

goods will be re-exported within the time authorized. Temporary entry of goods for 

transformation, manufacture or repair is granted under laws that regulate free trade zones, 

and services. Every person entering the country can bring tax-free: two cameras, a 

personal computer, a printer, a typewriter and other goods valued at less than US$1,000. 

Free Trade Zones in El Salvador: As of September 2008, there were 16 free 

zones operating in the country. these firms, mostly owned by Salvadoran, U.S., 

Taiwanese, and Korean investors, employ approximately 58,000 people.

companies located in the free zones enjoy exemption from: 1) all duties and taxes on 

imports of raw materials and the machinery and equipment needed to produce for export, 

2) income tax, 3) municipal taxes on company assets and property, 4) taxes for fuels and 

lubricants used for producing exports, if these are not domestically produced; and 5) taxes

on real estate transfers that are related to export activities. In 2005, the government 

approved a new tourism law to spur  investment in this sector. 

The law establishes fiscal incentives for those who invest a minimum of 

US$50,000.00 in tourism-related projects in El Salvador.
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Incentives include an income tax break of 100 percent for 10 years and no 

duties on imports of capital and

Other goods, subject to limitations. The investor also benefits from a five-year exemption 

from land acquisition taxes, as

well as a 50 percent cut in municipal taxes over that period. 

Taxation Corporate and Individual Taxation

In late October 2004, El Salvador’s Legislative Assembly approved fiscal 

reforms aimed at increasing tax collection by closing important loopholes and cracking 

down on tax evasion. 

The reforms to the tax code and income tax law include a mandatory 20% 

withholding tax on payments for services that have been provided to business/government 

in El Salvador by foreigners even if the service was performed entirely outside of El 

Salvador. Previously, income tax would be applied only if the service was provided in El 

Salvador. 

The corporate income tax rate is 25 percent. VAT at 13% applies to the 

transfer of movable goods and the provision of services. Tax resident employees must pay 

income tax at progressive rates on their income obtained in El Salvador up to a maximum 

of 25%. Additional reforms approved by the Government in December 2009 increase taxes 

for alcohol, tobacco, and carbonated and non-carbonated drinks; and the first time 

registration of goods like yachts, ships, planes, and automobiles. 
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There are no restrictions on transferring funds associated with investment 

out of the country. Foreign businesses can freely remit or reinvest profits, repatriate 

capital, and bring in capital for additional investment. The 1999 Investment Law also 

allows unrestricted remittance of royalties and fees from the use of foreign patents, 

trademarks, technical assistance, and other services. Non-resident companies obtaining 

income in El Salvador are subject to withholding taxes of: 20% on all taxable income. In 

addition, each municipality has its own local taxes. Although the dividends received are 

taxed as income with a 25% rate, dividends paid are not taxed. The interest paid and 

intellectual property royalties are also taxed as income with a 20% withholding rate. 

Source: ICS Consultores
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Republic of Honduras
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3.1. Honduras Overview

Overview:

Honduras is a lower middle-income country

with a huge wealth gap and a past of military rule and 

corruption. On the political side, it is a relatively young 

democracy which left behind a series of past military

regimes and has experienced eight consecutive democratic election processes since 

1982.

Drug trafficking and crime are fuelled by poverty and rising unemployment. 

Youth gangs, known as "maras" have plagued Honduran society to the point of becoming a 

major security issue.

In 2009 the country suffered a political crisis caused by the actions carried 

out on June 28th which led to the substitution of former President Manuel Zelaya Rosales, 

who was expelled from the country after trying to modify the Constitution to allow 

immediate re-election, which was opposed by the Judicial Power and Congress.

Roberto Micheletti was named acting president, but his government was not 

recognized by the international community.  This situation led the World Bank and other 

international agencies to temporarily pause its disbursements to the Honduran 

government.
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After the presidential elections of November 29, 2009, Porfirio Lobo 

Sosa, from the National Party, was elected as the new Honduran President. After the 

election process, members of the international community recognized the new 

government. 

The World Bank has begun to work with the new government to design a 

support program to help Honduras deal with its development challenges.

Lobo Sosa´s administration has begun to socialize its Nation Plan, presenting it to the 

National Congress. (Republic of Honduras, Country Vision 2010-2038 and Nation Plan 

2010-2022) .

Quick Facts:

•Population: 7.79 million

•Life expectancy:

• 67.8 (men)

• 71 (women)

•Population growth: 1.956%

•Type of government: Democratic Constitutional Republic

•Dominant religions: 

•Catholic (97%)

•Protestant (3%)

•Literacy rate: 80%

•GDP per person: US$4400 (US$46,000 per person in the US)

•Urbanization: 2.9% annual growth (48% currently live in cities)

•Money unit: lempira (L) (~19L = 1US$)

•Source: http://honduras-2011.blogspot.com/2011/01/honduras-fast-facts.html
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3.2. Honduras Economy Profile 2012

Honduras, the second poorest country in Central America, suffers from 

extraordinarily unequal distribution of income, as well as high underemployment. While 

historically dependent on the export of bananas and coffee, Honduras has diversified its 

export base to include apparel and automobile wire harnessing. Nearly half of Honduras's 

economic activity is directly tied to the US, with exports to the US accounting for 30% of 

GDP and remittances for another 20%. The US-Central America Free Trade Agreement 

(CAFTA) came into force in 2006 and has helped foster foreign direct investment, but 

physical and political insecurity, as well as crime and perceptions of corruption, may deter 

potential investors; about 70% of FDI is from US firms. 

The economy registered sluggish economic growth in 2010, insufficient to 

improve living standards for the nearly 60% of the population in poverty. The LOBO 

administration inherited a difficult fiscal position with off-budget debts accrued in previous 

administrations and government salaries nearly equivalent to tax collections. His 

government has displayed a commitment to improving tax collection and cutting 

expenditures, and attracting foreign investment. 

This enabled Tegucigalpa to secure an IMF Precautionary Stand-By 

agreement in October 2010. The IMF agreement has helped renew multilateral and 

bilateral donor confidence in Honduras following the ZELAYA administration's economic 

mismanagement and the 2009 coup.
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Honduras Economic Statistics and Indicators

Honduras's GDP increased by 2.8% in 2010, which was well below the 

regional growth rate of 6%. But during 2011H1 the economy appeared to gather pace, 

with the activity index showing noticeably faster growth in January-July than in the 

same period of 2010, driven by robust expansion in the agricultural and banking 

sectors. However, growth is expected to falter during 2011and in 2012. 

Remittances from Mexico and the United States, which are equivalent to 

45% of total exports and represent a key source of Honduran household income, are 

likely to decline as economic activity slows down in North America. In addition, 

Honduras was hit by torrential rains and massive flooding in October 2011.

The government estimates than more than 120,000 people have been

affected by the adverse weather conditions, with nearly 2% of the population left 

homeless. Inflation in Honduras was 7.4% during 2011Q3, down from 7.5% in Q2. 

The slight reduction in the annual inflation rate was driven by an 

increase in the output of some crops, which caused food prices in September to fall 

slightly compared to the month before. Nonetheless, food prices, as well as energy 

prices, remain well above last year's levels. We expect inflation to average 7.8% in 

2011 as a whole, within the central bank's inflation range of 8% +/-1%, before 

dropping to about 5.5% in 2012.
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GDP (purchasing power parity) : US$36.15 billion (2011.)

GDP (official exchange rate) : US$17.38 billion (2011).

GDP - real growth rate : 3.6% (2011.)

GDP - per capita (PPP) : US$4,400 (2011).

GDP - composition by sector :

• agriculture: 12.6%

•industry: 26.3%services: 61.1% (2011.)

Labor force : 3.461 million (2011 

by occupation :

•agriculture: 39.2%

•industry: 20.9%

•services: 39.8% 

Unemployment rate : 4.8% (2011.)

Population below poverty line : 65% (2010)

Household income or consumption by percentage share :

•lowest 10%: 0.6%

•highest 10%: 43.8% 

Investment (gross fixed) : 24.7% of GDP (2011.)

expenditures: US $3.692 billion (2011.)

Taxes and other revenues : 17.3% of GDP (2011.)

Public debt : 29.6% of GDP (2011.)

Inflation rate (consumer prices) : 7% (2011.)

Central bank discount rate : 6.25% (31 December 2010.)

Commercial bank prime lending rate : 18.1% (31 December 2011.)
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Stock of narrow money : US$2.291 billion (31 December 2011.)

Stock of domestic credit : US$8.853 billion (31 December 2011)

Market value of publicly traded shares : US$ NA

•Agriculture - products : bananas, coffee, citrus, corn, African palm; beef; 

timber; shrimp, tilapia, lobster

•Industries : sugar, coffee, woven and knit apparel, wood products, cigars

•Industrial production growth rate : 2.4% (2010.)

•187Current account balance : -US$1.248 billion (2011) 

•Exports : US$6.839 billion (2011) 

•Exports - commodities :

•Apparel, coffee, shrimp, automobile wire harnesses, cigars, 

bananas, gold, palm oil, fruit, lobster, lumber

Exports - partners : US 86% (2011)

Imports : US$10.04 billion (2011)

Imports - commodities :

•machinery and transport equipment, industrial raw materials, 

chemical products, fuels, foodstuffs

Imports - partners :

•US 49.8%

•Guatemala 8.2%

• Mexico 5%

• El Salvador 4.9% (2011)
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Reserves of foreign exchange and gold : US$3.127 billion (31 

December 2011.)

Debt - external : US$3.955 billion (31 

December 2011.)

Exchange rates : lempiras (HNL) per US dollar 

-18.9 (2011.)
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3.3. Important ongoing projects 

The Water and Sanitation Sector Modernization Project is a US$30m project 

approved in June 2007 and executed by the Ministry of Finance. The project supports 

implementing thePlan Estratégico de Modernización del Sector de Agua y Saneamiento or 

Strategic Water and Sanitation Sector Modernization Plan. The following municipalities are 

eligible for investment and technical assistance: Choloma, Choluteca, Cmayagua. Dani, El 

Progreso, La Celba, La Lima, Puerto Cortes, Siguatepeque and other smaller municipalities 

that decide to get together to create a joint public services utility.

The Rural infrastructure Project is a US$47m project approved in 2005, of 

which US$10m will be used for water supply and sanitation investment in six 

Honduran mancomunidades: CRA in Santa Barbara, Chortí in Copan, MANCEPAZ in La 

Paz, MAMNO in Olancho, Mambocaure in Choluteca and Guisayote in Ocotepeque. The 

project is being executed by FHIS.

The Barrio Ciudad Project is a US$16.5m project approved by the World Bank 

and executed by FHIS. It takes place in outlying areas of Honduran middle sized towns, 

including Cmayagua. Dani, El Progreso, Santa Rosa de Copan and

and Villanueva.

The Nuestras Raices Program was approved in 2004 with a high participatory 

approach and concentrates on increased participation by Indigenous and Afro-Honduran 

groups. Total project cost is US$16,7m. Construction of water systems is one of the major 

foci of the program.
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Water and Sanitation Program (WSP)

World Bank's WSP supports Honduras through technical assistance and 

studies. For a summary of WSP publications about Honduras visit the WSP web site.

Global Partnership on Output Based Aid (GPOBA)

The OBA Project is a US$4.6m project aimed at extending water supply 

and sanitation services to poor areas. It was approved in June 2006 and is being 

executed by FHIS. An innovative mechanism called output based aid is used to provide 

services to 40,000 households in rural and semi-urban areas. Resources are used for 

subsidies for investments to ameliorate service provision by both public and private 

service providers.

Inter American Development Bank (IDB)

The Water Supply and Sanitation Investment Program is financed by a 

US$30m loan approved in 2007 as supplemental financing of a former loan approved in 

1999. The program supports technical assistance and civil construction works in middle 

sized municipalities that are reforming water supply and sanitation services. The project 

is executed by FHIS.
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The Support for the Sector Implementation of the Poverty implementation of 

the Poverty Reduction Strategy Project is a US$/0.75m project approved in 2004 and 

executed by the Ministry of Finance.

The Portable Water and Sanitations Project is a US$0.65m project 

approved in 2004 and executed by ERSAPS.

USAID

Since 1960, USAID has supported the Honduran water supply and 

sanitation sector. Since 1980, it is particularly active in rural areas. Approximately 

US$56m were invested between 1980 and 2006. With these resources, 3,469 potable 

water systems were constructed or reconstructed in all Honduran departments.

The main Honduran counterparts are SANAA and FHIS’ Directorate for 

Major Infrastructure (DIM). Many NGOs, such as FUNDAPAT, Save the Children, Plan 

de Honduras, Catholic Relief Services (CRS), World Vision,. Global Village and Water for 

People, also received USAID support.

A series of special sanitary sewage projects was constructed by DIM-FHIS. 

Potable water systems were built by the communities themselves contributing labour. 

They use material that is bought and supplied by SANAA, whose engineers also design 

the constructions. The works are supervised by staff of the NGOs or SANAA. They also 

carry out sanitary education in communities and organize Juntas.
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The Técnicos de Operación y de Mantenimiento (TOM) or Operation and 

Maintenance Engineers and the Técnicos de Agua y Saneamiento (TAS) or Water and 

Sanitation Engineers, who support the Juntas are a key element in this intervention 

method. The model was developed with USAID's support and has been adopted by 

SANAA for other operations.

The interventions also used and ameliorated the Sistema de Información

de Acueductos Rurales (SIAR) or Rural Aqueducts Information System, which is used 

since 1986. SIAR classifies potable water systems into four categories according to their 

operating level.

The system is an important instrument for investment planning and 

monitoring service quality. It is still working and it recently received World Bank support 

for actualization through the Rural Infrastructure Project executed by FHIS. Programs 

supported by USAID significantly contributed to increase potable water coverage in rural 

areas from 21% in 1974 to 74% in 2001. Between 1988 and 1999, 80% of coverage 

increase were due to USAID's support.

European Union

The European Union supports the Honduran water supply and sanitation 

sector through various projects. The Programa Reginal de Reconstruccion para America 

Central (PRRAC) or Regional Central America Reconstruction Program was equipped 

with €250m at the regional level, whereof €119m were conferred to Honduras. It is 

mainly aimed at constructing infrastructure in education, health and water supply and 

sanitation. The anticipated investment only for the water supply and sanitation sector is 

€64m. The project is about to end.
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The PRRAC AGUA assisted the rehabilitation of aqueducts, wells and basic 

sanitation at the Honduran rural level at a cost of €26.3m. 34,419 latrines, 2,333 wells and 

567 aqueducts were constructed, resulting in sanitary education and provision of 56,702 

families and strengthening Juntas in 1,364 rural communities in the departments of Gracias

a Dios, El Paraiso, Francisco Morazan and Valle.

Within the €11m PRRAC Liquid and Solid Sanitation in middle sized towns 

framework, a modern sanitary landfill in Talanga was constructed and sanitation systems 

as well as sewage plants were renovated or extended in six middle sized Honduran towns: 

Talanga, Tocoa, Catacamas, Puerto Lempira, Paraíso and Macaome, in those towns, 

municipal water supply and sanitation structures were strengthened.

The €26.7m project PRRAC SAN, which supports water supply and sanitation in the 

outskirts of Tegucigalpa installed potable water systems in the northeast area of the 

Honduran capital, providing 108.000 inhabitants. Furthermore, blackwater sewers 

(hydrographic salt water basins with a capacity for 360,000 inhabitant's sewage) were 

installed in southeastern Tegucigalpa, from which wastewater will be carried to a modern 

purifying plant, contributing to the purification of Choluteca River.

The European Union also financed a project for local development and 

decentralization that directly provides municipalities with budget.
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Germany

Germany is supporting the Honduran water sector through a program for 

multi sector local development in rural areas which is called FHIS-KfW VI and VII 

Program. It is granted by the Credit Institute and executed by FHIS. The project transfers 

financial resources directly to communities, enabling them to execute subprojects chosen 

by themselves under a method called Proyecto de Ejecución Comunitara (PEC) or 

Community Execution Project, which is also used in projects financed by the World Bank 

and USAID. 

The project takes place in the mancomunidades MANCURISJ en la Cuenca 

del Río San Juan in the department of Intiburca; COLOSUCA and CAFEG in the 

department of Lempira; and Río Higuito in Copan.

Switzerland

The Swiss Agency for Development and Cooperation, supports the Water 

and Sanitation program in Honduras which is currently in the 3rd phase (2004–2007). This 

phase has a budget of 3,382,000 Swiss Francs (approximately US$3.05m). The project 

attempts to ameliorate access to potable water and sanitation in the rural sector. It uses 

direct support activities, such as participation in political debates in the sector.
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The project tries to be successful using two strategies:

Supporting the sector's institutions from a poverty reducing perspective to implement the 

sector reform

Ameliorating access to potable water and sanitation Honduran's poorest population 

through direct help. A decentralization model is used that makes local organizations to 

executers of their own projects, supported by a facilitator to strengthen their capacities 

and ameliorate the approval and sustainability of the projects.

UNICEF

UNICEF has helped SANAA for many years. It will help SANAA and 

various municipalities in elaborating Municipal Water Plans.

Sources:

Honduras Strategic Modernization Plan of the Water and Sanitation Sector (PEMAPS) 

(in Spanish)

Poverty and Sanitation (in Spanish)

WSP - New roles for rural water associations and boards in Honduras

PPIAF Country Framework Report Honduras, 2003, p. 83ff.

Water Management in Tegucigalpa, ca. 2007, by Zairis Coello, University of Uppsala, 

Sweden

External links:

National Water and Sanitation Council - Consejo Nacional de Agua Potable y 

Saneamiento (CONASA)

Regulatory Agency for Water and Sanitation Services - Ente Regulador de los Servicios

de Agua Potable y Saneamiento (ERSAPS)

National Water and Sewerage Utility - Servicio Autónomo Nacional de Acueductos y 

Alcantarillados (SANAA)

Honduras Water and Sanitation Network - Red de Agua y Saneamiento de Honduras 

RAS-HON
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Honduras plans to invest more than US$ 1.185M under  construction

"It is projected 10,000 million lempiras in public investment, similar 

amount in private investment," said the president of the Honduran Chamber of 

Construction Industry

Wed, 14/12/2011 - 10:20

2012 is an important year for the construction of public and private 

infrastructure. The president of the Honduran Chamber of Construction Industry, is  

optimistic that in  2012 will be an investment  over 2,500 million lempiras for the 

housing sector.

The information was provided by the president of the Honduran Chamber 

of Construction Industry in the context of the launch of Build Expo to be held between 

22 and 26 May 2012 in San Pedro Sula. "It is projected 10,000 million lempiras in 

public investment, similar amount in private investment.

In addition, the Private Investment Scheme (RAP) announces that 1,500 

million lempiras budgeted to finance the construction of social housing and social 

housing not another billion and 500 million lempiras will go towards the purchase of 

bonds.

For the leader will almost double the GDP of the construction during the 

next year. "Many people believe that investing in buildings protect them from the 

negative effects of currency devaluation." .

Prospective projects are shopping centres, tourist and housing as well as 

in productive infrastructure. The government has a portfolio of construction of 

hydroelectric dams, bridges and roads.
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Investment. is essential that Congress approve the Mining Act to 

govern this industry that can generate millions of dollars in exchange for the 

country and thousands of direct and indirect jobs for the population. "They can 

come to the country about US$ 10,000 million in the next 15 years," he said.

Such rules are "bogged down" in Congress, although the metal prices have 

reached record prices in the New York Stock Exchange. Besides the dam should 

be built Guacerique II for supplying drinking water to the capital.

Source: ElHeraldo.hn

Government Projects:

The objectives of the Improving Public Sector Performance Project 

for Honduras are to strengthen the management of public finances and to 

establish a more efficient, effective and transparent public procurement system 

through: (i) upgrading the public financial management system; (ii) upgrading the 

e-procurement platform; (iii) enhancing the internal control systems over 

personnel expenditures; and (iv) building capacity of the central administration. 

There are five components to the project. The first component is

strengthening and consolidating financial management systems. The objective of 

this component is to upgrade the technological platform of the financial 

management system (SIAFI) and to strengthen its conceptual and functional 

framework in order to provide a more efficient processing and effective access to 

financial management information. The second component is to strengthening 

the public procurement system. 
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The objective of this component is to support the government's initiative 

to create a regulatory body with specific goals and objectives, thus strengthening 

overall governance in the public procurement system and to improve transparency and 

compliance. The third component is improving public sector human resource 

management. This component has the objective to improve human resource 

management (HRM) in the public sector through: (i) enhancing controls over personnel 

expenditures, and (ii) improving the attraction and retention of qualified personnel to 

gradually increase professionalization of the public service in selected institutions. The 

fourth component is strengthening government monitoring and evaluation capacity. 

The objective of this component is to support the implementation and 

institutionalization of a results-based monitoring and evaluation system for two selected 

sector cabinets. The fifth component is project coordination.

TO THE

REPUBLIC OF HONDURAS

FOR A

IMPROVING PUBLIC SECTOR PERFORMANCE PROJECT

November 1, 2011

Note: Extract for a government document

A. Project components

22. The proposed Improving Public Sector Performance (IPSP) (P110050) project 

builds on the Poverty Reduction Technical Assistance Credit  – PRSTAC (P083851) 

and would continue and consolidate achievements  made under this project. It is also 

part of a broader donor coordination effort for public sector reforms in Honduras, which 

is supported by the InterAmerican Development Bank (IADB), the German 

Development Bank (KfW) and the World  Bank. Furthermore, the IPSP technical 

assistance would support the series of the Development Policy Credits (DPCs) in the 

area of human resource management. Annex 2 includes a detailed description of the 

project components and its activities.   
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Component 1: Strengthening and Consolidating Financial Management Systems 

(US$7.9million)

23. The objective of this component is to upgrade the technological platform of the 

financial management system (SIAFI) and to strengthen its conceptual and functional 

framework in order to provide a more efficient processing and effective access to 

financial management information.

24. This component would include the following sub-components: 

(a) Subcomponent 1.1: Technological upgrade of SIAFI.  Upgrading of  SIAFI system 

to ensure a more efficient and sustainable operation and improved user access to 

said system, through, inter alia: (i) development and implementation of a new 

technological framework to enhance usability and access to SIAFI, including the 

design and development of applications and functionalities of SIAFI; (ii) design and 

implementation of  ICT  security measures for the SIAFI system, and carrying out of 

audits and certifications to ensure compliance with said ICT security measures; and 

(iii) creation of  10  PEFA Indicator 4 (P1-4). This indicator measures the extent to 

which there is a stock of arrears, and to which the  systemic problem is being 

brought under coa disaster recovery centre through the carrying out of minor works, 

in a manner acceptable to the Association.

(b) Sub-Component 1.2: Strengthening of the conceptual and functional framework 

of SIAFI. 

Strengthening of the conceptual and functional framework of SIAFI, through, inter 

alia:

(i) the design and implementation of a procurement module for SIAFI to be 

connected to the Recipient’s procurement system (―Honducompras�); and (ii)  the 

design of a connection system  between SIAFI’s budget module and the Recipient’s 

public investment system.

PEFA Indicator 4 (P1-4). This indicator measures the extent to which there is a stock of arrears, and to 

which the  systemic problem is being brought under control and addressed
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(c) Sub-component 1.3: Capacity building strategy. Design and implementation of a long-

term capacity building strategy, through,  inter alia: (i) the development of an 

accreditation program for SIAFI operators, including the development of training 

materials and training curricula; and (ii) the carrying out of pilot training and 

accreditation programs.

25. The estimated amount for this component is US$7.9 million. Activities would be 

implemented by the Modernization Unit (UDEM) in the Ministry of Finance.  Activity (ii) 

under Subcomponent 1.2 would be closely coordinated with the National Procurement 

Office (ONCAE). This component would finance  goods, minor works, Non-consultant 

Services, consultants’ services and Training/Workshops. Component 2: Strengthening the

Public Procurement System (US$4.7 million).

26. The objective of this component is to support the Government's initiative to create a 

regulatory body with specific goals and objectives, thus strengthening overall governance 

in the public procurement system and to improve transparency and compliance. 

27. The component would address three key areas:  strengthening compliance and 

transparency through the existing e-procurement platform Hondu compras, institutional 

strengthening and the introduction of new technology. It would include the following 

subcomponents:

(a) Sub-Component 2.1: Strengthening compliance and transparency. Strengthening 

compliance and transparency of the Recipient’s public procurement system, through, 

inter alia: (i) the development of a module to link said procurement system with SIAFI; 

and (ii) the development of a standard template for procurement plans.

(b) Sub-Component 2.2: Institutional Strengthening of ONCAE. Institutional Strengthening 

of ONCAE, through, inter alia: (i) the preparation of an institutional strategic plan; (ii) 

the creation of a statistical unit to monitor and evaluate the performance of the 

procurement system mentioned in Sub-component 2.1; (iii) the creation of a unit 

specialized in the development and implementation of framework agreements; and (iv) 

the development of standardized procurement materials.

(c) Sub-Component 2.3: Design and implementation of a new e-procurement platform. (i) 

Design and implementation of a new e-procurement platform, including software and
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hardware; and (ii) the provision of training for civil servants and private sector in the use 

of the new platform.

28. The estimated amount for this component is US$4.7 million. Activities would be 

implemented by the National Procurement Office (ONCAE) within the Ministry of 

Finance and would finance goods, consultants’ services and Training/Workshops. 

Component 3: Improving Public Sector Human Resource Management (US$3.7 million)

29. This component has the objective to improve human resource management (HRM) 

in the public sector through: (i) enhancing controls over personnel expenditures, and (ii) 

improving the attraction and retention of qualified personnel to gradually increase 

professionalization of the public service in selected institutions.

(a) Sub-Component 3.1: Enhancing controls over personnel expenditures.  Enhancing 

controls over personnel expenditures of the Recipient’s public sector through, inter alia: 

(i) the  implementation of  process-based payroll management audits; (ii) the 

implementation of transaction-based payroll management audits for selected ministries 

and/or agencies within Central Administration; and (iii) the development of a political 

economy and communications strategy for the Recipient’s central government to 

communicate the results of the audits mentioned in (i) and (ii) herein.

(b) Sub-Component 3.2:  Improving attraction and retention of key personnel and 

supporting the professionalization of key positions in selected institutions. (i) Carrying 

out of  a human resources diagnosis to support SEFIN’s efforts to attract and retain 

qualified personnel by, inter alia: analyzing personnel turnover rates, update the profile 

manual for  director positions; and (ii) provision of technical assistance to support 

professionalization  efforts in selected ministries and/or agencies within Central 

Administration, through,  inter alia: the certification of positions, the carrying out of a 

skills gap assessment, the  external validation of recruitment or promotion processes, 

and the update of job profiles.

30. The estimated amount for this component is US$3.7 million. Activities would be 

implemented by the UAP-SEFIN within the Ministry of Finance, except for those 

activities under Subcomponent 3.2, (ii) supporting professionalization efforts outside 

SEFIN which would be implemented by the Unidad de Apoyo Técnico Presidencial

(UATP) within the Secretary of the Presidency. 
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This component would finance  goods, consultants’ services and Training/Workshops. 

Component 4: Strengthening Government monitoring and evaluation capacity 

(US$0.8 million) 31. The objective of this component is to support the implementation 

and institutionalization of a results-based monitoring and evaluation system for two 

selected sector cabinets.   

32. This component would include the following subcomponents: 

(a) Sub-Component  4.1: Conceptual and functional design of the results-based 

monitoring and evaluation system. (i) Design and implementation of a new 

technological platform for the Recipient’s monitoring and evaluation system; (ii) 

development of indicators and targets for the selected groups of the Recipient’s 

ministries (Gabinetes Sectoriales) for purposes of implementing their functions and 

responsibilities; and (iii) design and implementation of an incentives system to 

promote use of performance information.

(b) Sub-Component 4.2: Institutionalizing a results-based monitoring and evaluation 

system. 

(i) Definition of the institutional arrangements among the ministries and/or agencies 

within Central Administration for purposes of operating the monitoring and evaluation 

system referred to in Part D.1 above; and (ii) strengthening the technical, managerial 

and organizational capacities of the SDP to implement the monitoring and evaluation 

system.

(c) Sub-Component 4.3: Elaboration and dissemination of methodologies for the 

institutionalization of M&E functions and systems.  Development and dissemination of 

a series of methodological manuals for monitoring and evaluation work.

33. The estimated amount for this component is US$0.8 million. Activities would be 

implemented by the Unidad de Apoyo Técnico Presidencial (UATP) within the 

Secretary of the Presidency and would finance  goods,  Non-consultant Services, 

consultants’ services and Training/Workshops. 

Component 5: Project Coordination (US$1.1 million)
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34. This component would include the following sub-components: 

(a) Sub-Component 5.1: Project Coordination. Provision of support for Project 

coordination to oversee Project implementation, including the carrying out of Project and 

operational audits. 

(b) Sub-Component 5.2: Transition Strategy. (i) Design and implementation of a strategy 

to  ensure an adequate implementation of the Project, including the provision of technical 

assistance and training required thereof.  Activities would include: (i) design of a  

transition strategy, (ii) systematization of information as well as its socialization to key 

stakeholders (through seminars, workshops and other dissemination activities), and (iii) 

capacity building activities for the incoming personnel assigned to the Project.

35. The estimated amount for this component is US$1.1 million. Activities in 

Subcomponent 

5.1 would be implemented by the Unidad Administradora de Proyectos (UAP-SEFIN) 

within the Ministry of Finance and activities in Subcomponent 5.2 by the  Unidad de 

Apoyo Técnico Presidencial (UATP) within the Secretary of the Presidency. This 

component would finance goods, consultants’ services and Training/Workshops.

Annex 2: Detailed Project Description

1. The proposed Improving Public Sector Performance (IPSP) (P110050) project builds 

on the Poverty Reduction Strategy Technical Assistance Credit  - PRSTAC (P083851) 

and  would continue and consolidate achievements made under this project. This 

continues a series of longstanding Bank engagement with Honduras in the area of public 

sector management and in particular public financial management systems. In 2004, the 

financial management system SIAFI was launched supported by the Economic and 

Financial Management Project – EFMTAC (P060785), and extended consecutively under 

the following PRSTAC project. 

2. It is also part of a broader donor coordination effort for public sector reforms in 

Honduras, which is supported by the Inter-American Development Bank (IADB), the 

German Development Bank (KfW) and the World Bank. 
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In that sense, the IADB has approved financing of US$28.6 million  through the  Fiscal 

and Municipal Management Consolidation Program(2032/BL-HO/HO-L1015) 13 

supporting  customs administration, the Central Bank, and the expansion of the 

integrated public financial management system SIAFI to the municipal level. 

The KfW is currently preparing a project of €10 million (approx. US$13.5 million) that 

would support the Supreme Audit Institution (Tribunal Superior de Cuentas). 

Furthermore, the IPSP  would give technical assistance to the series of Development 

Policy Credits (DPCs) in the area  of human resource management.   

3. The objectives of the Project are to strengthen the management of public finances 

and to establish a more efficient, effective and transparent public procurement system 

through: (i) upgrading the public financial management system; (ii) upgrading the e-

procurement platform; (iii) enhancing the  internal  control systems over personnel 

expenditures; and (iv) building capacity of the Central Administration.

4. The overarching goal of the proposed project is to improve public sector performance 

through enhanced efficiency, transparency, and accountability in the areas of public 

financial management, procurement and human resource management. Activities 

mainly concentrate on improving processes and upgrading the functional and 

technological frameworks of current IT systems. Finally, enhanced monitoring systems 

would ensure the alignment of budget execution with policy priorities and measure the 

advances towards achieving priority policy goals. 

5. The Project would consist of five components: 

(a) Component 1: Strengthening and Consolidating Financial Management Systems 

(b) Component 2: Strengthening the Public Procurement System

(c) Component 3: Improving Public Sector Human Resource Management

(d) Component 4: Strengthening Government monitoring and evaluation capacity   

(e) Component 5: Project Coordination 

6. In order to align the proposed project with the approach suggested by the CPS, 

project  components have been designed - to the extent possible  - to increase the 

likelihood that the majority of proposed activities could be implemented within the first 

two  years of project implementation.                           
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Approved February 27, 2009

Source: Extract from official Document of The World Bank

Private Sector Projects:

26 September 2011 - Renewable-Energy Investment in H onduras Will Help Power 

Thousands of Households

IFC, a member of the World Bank Group, and Oesterreichische

Entwicklungsbank AG (OeEB) are providing US-Dollar 98 million in financing for 

Compañía Hondureña de Energía Renovable S.A. (COHERSA), to construct the largest 

private hydropower project in Honduras, which will promote clean energy and help the 

country meet its growing power needs.

IFC is supporting the construction of the 38.5-megawatt project with senior 

and subordinated loans totaling US$  30 million. IFC has also mobilised US-Dollar 

68 million for the project, including a US$  23 million parallel loan from OeEB, Austria's 

development bank.

The project, La Vegona, is IFC's first renewable energy investment in 

Honduras. Beginning in mid-2013, the hydropower plant is expected to produce about 

181 gigawatt hours of electricity a year and will power thousands of households in the 

country. La Vegona will also help to improve the competitiveness and sustainability of 

Honduran exporters by supplying lower-cost energy from a clean source. During the 

construction phase, the project is expected to employ about 500 local workers.

Source:OeB



186

3.4.  Computer and Software 

The value for Computer, communications and other services (% of 

commercial service imports) in Honduras was 24.98 as of 2009. As the graph below shows, 

over the past 35 years this indicator reached a maximum value of 24.98 in 2009 and a 

minimum value of 10.30 in 2008.

Definition: Computer, communications and other services (% of commercial service imports) 

include such activities as international telecommunications, and postal and courier services; 

computer data; news-related service transactions between residents and non-residents; 

construction services; royalties and license fees; miscellaneous business, professional, and 

technical services; and personal, cultural, and recreational services.

Source: International Monetary Fund, Balance of Payments Statistics Yearbook and data 

files.

Personal computers (per 100 people) in Honduras

The Personal computers (per 100 people) in Honduras was reported at 2.49 in 

2008, according to the World Bank. Personal computers are self-contained computers 

designed to be used by a single individual. This page includes a historical data chart, news 

and forecast for Personal computers (per 100 people) in Honduras. Honduras is one of the 

poorest countries in Central America. Its economy depends on exports of apparel, bananas, 

and coffee. Honduras also has quite robust mining sector with gold, silver, lead and zinc 

being produced by mines owned by foreign companies. Half of Honduras's economic 

activity is tied to the United States. Indeed, exports to the US account for 30% of GDP and 

remittances from immigrants make 22% of the economy.

Source: World Bank.
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The global market for embedded systems is expected to increase from 

US$920 billion in 2008 to an estimated US$112.5 billion by the end of 2013, a compound 

annual growth rate (CAGR) of 4.1%.

Embedded hardware was worth US$89.8 billion in 2008 and is expected to 

grow at a CAGR of 4.1% to reach US$109.6 billion in 2013.

Embedded software generated US$2.2 billion in 2008. This should increase 

to US$2.9 billion in 2013, for a CAGR of 5.6%.

Internet Users 

Chart No.1

Source: United Nations Statistics Division

886,026

11.09%

Internet Users Porcentage of Population
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Definition of Internet users:

This entry gives the number of users within a country that access the 

Internet. Statistics vary from country to country and may include users who access 

the Internet at least several times a week to those who access it only once within a 

period of several months.

Definition of Internet hosts:

This entry lists the number of Internet hosts available within a country. 

An Internet host is a computer connected directly to the Internet; normally an 

Internet Service Provider's (ISP) computer is a host. Internet users may use either a 

hard-wired terminal, at an institution with a mainframe computer connected directly 

to the Internet, or may connect remotely by way of a modem via telephone line, 

cable, or satellite to the Internet Service Provider's host computer. The number of 

hosts is one indicator of the extent of Internet connectivity.

Source: Cia World Factbook
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Honduras Telecommunication Profile 2012

Telephones - main lines in use: 669,500 (2010)

Telephones - mobile cellular: 9.505 million (2010)

Telephone system: General assessment: the number of  fixed-line connections are 

increasing but still limited; competition among multiple providers of mobile-cellular services is 

contributing to a sharp increase in the number of subscribers domestic: beginning in 2003, 

private sub-operators allowed to provide fixed-lines in order to expand telephone coverage 

contributing to an increase in fixed-line teledensity to roughly 10 per 100 persons; mobile-

cellular subscribership reached 100 per 100 persons in 2009.

International: country code 504; landing point for both the Americas Region Caribbean Ring 

System (ARCOS-1) and the MAYA

1.- Fibre optic submarine cable system that together provide connectivity to South and 

Central America, parts of the Caribbean, and the US; satellite earth stations

2. Intelsat (Atlantic Ocean); connected to Central American Microwave System

Internet hosts: 16,075 (2010)

Internet users: 886,026 (2011)

Note: These is the latest data available.

Source: totel.com
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Honduras Hard ware and Software Import

Honduras - imports of computer, communications and o ther services

With the increase in geographic coverage and the adoption of prepaid 

phones, penetration in Latin America has increased dramatically. Wireless 

Intelligence estimates that mobile penetration in the Americas is approximately 88% as 

of March, 2010.

However, there has been little evidence until now on the affordability of 

the service in the region. DIRSI (Regional Dialogue on the Information Society) has 

recently published a study* on Mobile Affordability in Latin America, comparing the cost 

of the OECD low-usage mobile telephony services basket between countries in Latin 

America, OECD, and some Asian countries.

The results are quite surprising: Out of 62 countries compared, 8 of the 10 

countries with the highest tariffs (using PPP US$) are Latin American countries (Brazil 

being the highest of all). Moreover, on average, the average cost of the basket in Latin 

America (US$24 PPP) is more than double that in OECD countries (US$13 PPP) and 

more than three times that in Asian countries (US$7 PPP).

The report also calculates what it calls "the affordability gap", defined as the difference 

between the cost of the basket and 5% of the income of each deciles of the population 

of each country. The graph above corresponds to the calculation in Peru**.

The x-axis show the different income deciles, the y-axis measures income 

in PER Nuevos Soles, the red line represents the amount that 5% of income would 

mean for each docile, and the black solid line is the actual cost of the basket in Peru. 

The shaded area, then, shows the difference between the cost of the basket and 5% of 

income-
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Hardware and Software Import

Honduras´ 2011 Import

Value in US$

Tariff Number: Tariff Description:

8471 Machines for automatic treatment or 
processing of data and units; Magnetic 
readers or optical. Machines for 
recording data with coded form and 
machines for processing or treatment of 
data not specified or included

8523 Software and related device to record 
sound or similar recording, except for 
products in Chapter 37 
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11,961Peru

15,874Nicaragua 

18,603France

19,472Austria 

23,835Italy

29,230Brazil

35,360Spain

35,728Dominican Republic

41,824Zaire (Republic of  Congo) 

42,558Netherland

44,781Japan

53,221Israel

60,132Argentina 

63,445Colombia 

89,623Panamá

92,550Finland

104,331Germany

152,231Costa Rica 

181,466Hong Kong

189,137India 

249,072Guatemala 

302,699El Salvador 

429,390Ireland (Eire) 

565,869Thailand

724,981Swiss

751,020China

762,741Taiwan

1,049,105Panama

1,496,071Singapore

3,216,430Mexico

11,042,367United States of America

US$Country

Value inTariff 8471 and others
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21,956,193Total 

12,775OTHERS

3,847Philippine

4,367South Korea

4,445Ecuador 

4,793Uruguay 

5,127Antigua and  Barbuda

6,879Canada

6,983Andorra

11,870Chile 

US$Country

Value inTariff 8523 and others / Cont …
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114,877Totals

2,771Others

5,777United States of America

106,329United Kingdom and North Ireland

114,877SA-2007 ++SUPPRESSED++ 

US$Country

Value inTariff 8523 and the others
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3.5. Honduras Outsourcing

Business Process Outsourcing in Honduras. Reasons b ehind considering Honduras 

as a destination for BPO investments in Central Ame rica.

Some Central American countries – Costa Rica, El Salvador, Nicaragua and 

even Guatemala – are already recognized as favourable destinations for installing call 

centres and BPO facilities.

However, some of these countries, for example Costa Rica, are starting to get 

crowded, resulting in having to overpay to get the labour companies need, specially English 

speaking workers.

Within this scenario, Jeff Papas, vice president of Alredge Partners Real Estate Group, 

describes why should Honduras be considered as a destination for BPO investments.

What we’re seeing in Honduras is a very different response to the labour

supply issue. In Guatemala we found the right attitude and the right words being said, even 

if there are no tangible results yet. Honduras by contrast suffers from a lack of awareness 

about what its infant outsourcing industry can offer. With the exception of eminent projects 

like Alta Business Park in San Pedro Sula, the outsourcing scene is being cantered solely 

around Tegucigalpa. CEDS reports that it’s difficult to convince employers to invest in 

training of workers, and this may soon cause problems.
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With the recent constitutional crisis, it’s clear that the Honduran government 

has not been contributing much. “The universities are the ones really being proactive”, 

says Glasgow. “We’re working with the Technological University of Honduras (UTH) to 

raise awareness among students through workshops and press conferences. If we can 

get more interest in the industry, that’s the first step. UTH has committed to have a 

completely bilingual student population by 2014, which means each year they will be 

producing three to four thousand qualified English proficient graduates”.

Honduras has an excellent education system, with its National Autonomous 

University of Honduras being one of the largest in Central America. “There are around 

80,000 students enrolled in some kind of university education in Honduras, so you’re 

graduating about 12,000 a year”, says Carosella. “47% of the employable workforce is 

between the ages 20-34, which is a foundation for a lot of talent. So the numbers work”.

Untapped Potential

In spite of the lack of awareness about the outsourcing industry, Honduras’

27.8% unemployment rate means that there is huge labour potential, at low wages. “Any 

company coming to Honduras is going to find an excited labour force and a business 

environment that’s happy to have them there”, says Glasgow. “It’s a very new market so 

companies have the chance to really shape the workforce”.

But quantity does not equal quality. FIDE, the country’s investment promo 

agency, is working hard to develop Honduras’ labour supply by aligning universities and 

educational institutions with the hiring goals of investing companies. Honduras does have 

higher English proficiency per capita than Guatemala, as well as more bilingual schools. 

But the labour market is still struggling to define itself, and there will be a learning curve of 

a few years.
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International Standards for English

One indicator of the English ability of a workforce is how well they perform on 

international language tests such as TOEFL and IELTS. We looked at the extent to which 

these standards were used in Guatemala and Honduras.

In Guatemala, the TOEFL is administered (the regional test centre is in the country), and 

some universities require a high score for graduation. In Honduras, the Association of 

Bilingual Schools regularly implements TOEFL and other global standards. However by and 

large we found that companies in both countries prefer to do their own assessment of 

English skills when hiring. “We partner with local universities and set up joint programs 

before we go into any country. It helps us do our own internal hiring and English 

qualification”, says Carosella.

By contrast CEDS works on a ten-point scale for English ability, on which a 7.5 

score is a hireable language level. Their CEDS Diagnostic language assessment program 

has been used by many corporate clients in the Central American region. It can be 

customized for specific needs of each company, and can establish the scores for skills 

necessary to filter successful candidates. “Listening comprehension and cultural affinity in 

both Guatemala and Honduras is very high because of exposure to US media and music”, 

says Glasgow. “For the voice component, there is a weakness in fluency and accent, but 

based on the study we did, we saw that significant increases in those levels can be made 

without too much investment”.
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In Honduras, One Call Centre Opens and Another Clos es

The Secretary of Labour, Felicito Avila, recognizes t he obstacles that 

bureaucracy puts in the way of investors.

Thursday, March 15, 2012

While a new call centre, funded with Guatemalan capital, starts 

operations in San Pedro Sula giving jobs to hundreds of young people, another, 

backed with Philippino capital, is closing because of the slowness or refusal of the 

authorities to grant free zone privileges, and is about to make about 600 workers 

redundant.

The first call centre in question has just hired the first 60 young people 

and could employ about 1,500 people in total, said the Secretary of Labour.

However, an executive from the Philippino Call Centre, which also 

operates in San Pedro Sula, reportedly said to Tiempo.hn that they are closing down 

in April because "the Ministry of Industry and Trade has not extended the 

authorization to operate under the free zone scheme." The centre has 600 employees 

and had plans to hire 400 more, according to a press release.

When consulted, Avila responded that "if there is such a case, the 

President has been clear, we must denounce the place where processes are being 

slowed down."

Source: Tiempo.hn
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StarTek to Open Call Centre in Honduras: The multina tional outsourcing service 

business is expected to start operations in the thi rd quarter of 2011.

Star TeK, a leader in outsourcing customer service, has signed a contract for 

the operation of a new call centre in San Pedro Sula.

The decision to settle in the country arose in response to a need from our 

customers, said Chad Carlson, President and CEO of StarTek.. 

This is another step in the strategy to expand globally. “ The centre will be located in the 

Altia Business Park in San Pedro Sula, the largest city in Honduras, which has more than 

800 ,00 inhabitants and is home to higher education seven institutions.

Source: StarTek

1,000 New Call Centre Jobs in Honduras: The company  Affiliated  Computer 

Services (ACS) will select the bilingual personnel for its future Call Centres on the 

19th and 20th of June.

Wednesday, June 17, 2009

The event, which is organized by the Foundation for Export Investment 

Development  (Fide), is in the planning stage for the implementation of this project.

The coordinator of Fide, said to LaPrensa.hn: "... ACS’ interest is in response 

to the effort that Fide has made for the last 20 years to attract foreign investment to the 

country in areas such as the automotive, production, textile, and electronic sectors."

Source: laprensa.hn
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In February 2012 Altia Business Park held its 4th Annual Sign Up 

Get A Job Fair at the Crowne Plaza Hotel in San Pedro Sula. The event had a 

massive turnout, about 800 qualified candidates all showed up with their resumes 

and ready to interview.

Altia’s very own recruitment specialists were on hand interviewing 

each and every candidate. Also on site was a qualified team performing the highly 

covenant Versant Test. This test grades a person’s English on a scale from 1-80 

(80 being the highest score) comparing their accents to an American English 

accent. Over 100 people were tested and 90% scored an outstanding English 

level. Again and again Honduras is surpassing the outsourcing’s near shore 

industry in its highly bilingual population.

The candidates that participated in the event will be added to our 

already 8000+ pre-screened candidate database. With completion of Tower 2 

expected to be in August of this year we will need to fill over 2000 positions, from 

call centre agents, marketing, administrative, programmers, technicians, 

accounting, and supervisors by years end.

If you did not get a chance to join us at last month's fair and are interesting in 

applying you may logon to our website www.signupgetajob.com and upload yours 

today.

Source: signupgetajob.com
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Possible Investments in Honduras

More than twenty companies from the services and te chnology sectors are 

evaluating coming to the country.

Friday, July 15, 2011

The positive economic performance being experienced by Honduras 

explains in large part, the decision of more than twenty foreign companies to exploring 

the possibility of choosing the country as a destination for their operations.

Representatives of FIDE Investment and Exports announced that it is likely that some of 

these decisions will take shape in the second half of the year.

An article in Laprensa.hn's reports: "This interest from companies, 

according to the institution, coincides with the increase in exports seen in the last 12 

months.

The director of exports for FIDE, inform that "shipping companies based in 

the country have increased their sales, therefore, exports have increased by 35%. The 

country has positioned itself in non-traditional products like organic coffee, tilapia and 

shrimp. "

Talking about the same subject the FIDE president explained that in the 

first six months of the year there has been a gratifying growth in the balance of goods, a 

33% increase in exports, while the balance in Clothing and textiles has increased by 

19.6% and services by 36%. "It has been a straight line going upwards since 2009," he 

said. "

Source: laprensahn.com
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3.6.  Labour Law

Honduras HAS ADOPTED - Both Through International Labour Organization  (ILO)

conventions and Their Own Constitutions and Laws - high standards of protection  for labour

rights.  The Labour Law prescribes a maximum 8 hour workday and 44-hour  week.  There is

a Requirement for at least one 24-hour rest Period Every Week.  The provides for a Labour

Code of 10 Workdays Paid Vacation after one year, and of 20  Workdays after four years.

The Constitution and Labour Code Prohibit the Employment of  persons under the

age of 16, except That a 15-year old May. Be permitted to work with  Written permission of

the Parents and the MOL.  All persons under 18 years of age are Prohibited from night 

work, Dangerous work full time and work.  

Intellectual Property Law

The Protection of Intellectual Property Rights in  Honduras is handled by the General

Directorate of Intellectual Property  which is to  dependency of the newly created Institute of

property which encompasses the  Real State registries, Commercial registries, registry arm

and vehicle registries.  

Honduras is a member of the World Intellectual Property Organization (WIPO) SYNC

1983, ratified the Paris Convention for the Protection of Industrial property in 1994 and

Became party to the WIPO Copyright Treaty (WCT) and the WIPO Performances and

Phonogram Treaty (WPPT) in May 2002.  I

in December 1999 and to Comply with the  TRIPS Agreement by January 1, 2000

deadline, the Honduran Congress Passed  Laws to correct two deficiencies in previous

Legislation Concerning copyrights, patents  and trademarks.  
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Industrial Property On the side, the law largely amended to the protection for patents, 

including pharmaceutical product

and process patents to 20  years to Meet international standards and on the copyright 

side the added Legislation. 

More Than 20 Different Offenses related to criminal copyright infringement 

end with the suspension of services of the offenders.  These Laws continue to  be in 

effect and based on its precepts. 

The Attorney General's Office Division of  Intellectual Property rights have 

conduct number of seizures and confiscation of  discs and products bearing infringing 

marks.  

Seizures for the violation of patent rights  have also been carried out by this office and 

Collaboration Between the Same and the  Customs office is likely to Increase as a result 

of the CAFTA agreement.  The CAFTA agreement "in effect now has a whole chapter 

reinforcing the protection of  Intellectual property in all contracting country clubs and has 

a timetable for Adhering to  International Treaties and internal Amending Legislation to 

Strengthen the protection of  IP rights.  

As part of this timetable, the Honduran Congress has the Already Approved  

accession of Honduras to the Patent Cooperation Treaty (PCT), The International Union  

for the Protection of New Varieties of Plants (UPOV) and the Budapest Treaty on the  

International Recognition of the Deposit of Microorganisms for the purposes of patent  

procedure.  Honduras is also a member of "The Apostille" which results and  quicker and 

simpler procedures for legalization received documents from abroad. 

Sources: 1. US Embassy in Honduras Country reports/ 2. World Bank country reports/ 3. IMF reports 4. 

Honduras Central Bank country figures and facts/ 5. Official Journal LA GACETA 6. Bufete Mejia & 

Asociados prior papers and contributions/ 7  Honduran independent sources and newspapers.   
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According with Roatanet.com, when you are considering hiring anyone in 

Honduras, keep in mind that the labour laws in Honduras favour the employee. When you 

hire an employee, after two months they are entitled to severance payments if they quit or 

you fire them even if you didn’t sign a contract. The initial two months are considered the 

trial period after which the contract is a given, whether it was drawn up or not. You have 

what is considered a verbal, understood contract. Employment contracts

While most employees won’t take undue advantage of the labour laws, you’re 

best option is to have your attorney draft a contract of employment for a given period of 

time and including a severance payment for each employee. The severance payment is 

known as prestaciones. Doing six month contracts may be your best option as needs 

change frequently, but yearly contracts are better as your employee will feel more secure. 

Severance payments

If an employee quits they are entitled to vacation and bonus payments in 

proportion to period of labour. If you fire them they are entitled to the above mentioned plus 

unemployment. Severance (prestaciones) calculations are issued by the Ministry of Labour 

and state the amount owed. If you disagree with the circumstances surrounding the 

termination of a labour relationship or the amount due, you can ask for an inspection and 

the amount can be negotiated. However, in most cases employees tell their story and it’s 

best just to pay the amount due rather than get involved in a prolonged legal hassle often 

times requiring additional legal fees. 
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Contributed by Lourdes Aguilar, Attorney-at-Law

Ten Things to know about Labour Laws in Honduras 

1. If the employer doesn’t pay employee legal benefits; the employer may be subject to 

lawsuit's) that could result in embargo's) of bank accounts, properties, businesses, 

vehicles, etc.

2. If you are a new employer as a result of purchasing property and the employees came 

with the purchase, and the old employer did not pay legal benefits to the employees; they 

can demand payment from you within the first six months of the change in ownership.

3. A legal trial period exists (no more than 60 days) during which the employer and the 

employee can judge whether or not they are satisfied with the work relationship they are 

trying to establish. The employee is entitled to some labour benefits during this trial 

period.

4. The legal workweek is 44 hours, with exceptions and payment in accordance to the 

law.

5. When the work relation is not subject to termination notice and legal indemnification, 

domestic employees only have the right to time off for vacation periods and to attend 

school.6. Minors need special authorization to work from their parents or legal guardians 

and government labour authorities.

7. It is against the law to hire a foreigner, or be hired if you are a foreigner with irregular 

status and do not possess permission to work duly extended by government labour 

authorities.

8. An employer can never, without the correct procedure, fire a female employee who is 

pregnant.

9. Employers should pay a monthly minimum wage of Lps. 2,743.80 as stated by 

Honduran law. However, on Roatan, wages are usually higher.

10. The Labour Law protects employers who enter in a Labour Contract agreed upon and 

signed by both the employer and the employee. Severance payments calculated in 

consultation with a Labour Law Specialist should form part of the contract.



206206

Republic of Nicaragua
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1. Nicaragua Overview
Overview

Years of political conflict, natural

disasters and a civil war, together with 

unfavourable economic conditions have 

left Nicaragua the second poorest nation 

in the  region after Haiti.

After having one of the fastest growing economies in the region in the 

50s and 60s, by the mid-90s it had become the country with the slowest economic 

growth and one of the most indebted and economically unstable in the world. Half of 

the population lived in poverty, with a fifth in extreme poverty.

For decades the country had been run by a few elite families, primarily 

the Somoza family, until the Sandinista revolution in 1979.

The Sandinistas began a program of redistribution of property and 

made huge progress in health and education. But their leftist ideology gained them 

the distrust of the U.S. who backed a counter-revolutionary movement that led to 

civil conflict.

In 1990, the Sandinistas were voted out of office and a peace 

agreement was reached that brought some modest growth and lower inflation, but it 

was literally blown to pieces by the devastation of Hurricane Mitch in 1998, which 

killed thousands, rendered 20% of the population homeless and caused billions of 

dollars worth of damage.
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Quick Facts:

Population 5.9 million (2011.)

Age structure:

• 0-14 years: 31.7% (male 913,905 /female 879,818)

• 15-64 years: 63.8% (male 1,743,591 /female 1,874,025)

• 65 years and over: 4.5% (male 116,153 /female 138,809) 

(2011.)

GDP (PPP): US$17.7 billion

4.5% growth

2.6% 5-year compound annual growth

US$3,045 per capita

Unemployment: 8.0%

Inflation (CPI): 5.5%

FDI Inflow: US$508.0 million
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4.2. Nicaragua Economy Profile 2012

Nicaragua, the poorest country in Central America and the second

poorest in the Hemisphere, has widespread underemployment and poverty. The US-

Central America Free Trade Agreement (CAFTA) has been in effect since April 2006 

and has expanded export opportunities for many agricultural and manufactured goods. 

Textiles and apparel account for nearly 60% of Nicaragua's exports, but 

increases in the minimum wage during the ORTEGA administration will likely erode its 

comparative advantage in this industry. ORTEGA's promotion of mixed business 

initiatives, owned by the Nicaraguan and Venezuelan state oil firms, could undermine 

the investment climate for domestic and international private firms in the near-term. 

Nicaragua relies on international economic assistance to meet internal-

and external-debt financing obligations. Foreign donors have curtailed this funding, 

however, in response to November 2008 electoral fraud. Managua has an IMF 

extended Credit Facility program, which could help keep the government's fiscal deficit 

on target and encourage transparency in the use of Venezuelan off-budget loans and 

assistance. In early 2004, Nicaragua secured some $4.5 billion in foreign debt 

reduction under the Heavily Indebted Poor Countries (HIPC) initiative, however, 

Managua still struggles with a high public debt burden. 

Nicaragua is gradually recovering from the global economic crisis as 

increased exports drove positive growth in 2010.  The economy increase 3% in the 

year 2011.
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Country: Nicaragua

National or Regional Currency: C, NIC

Year of data: 2012 

Date of Last Update: 1st August 2011

Area: total: 130,370 sq km land: 119,990 sq km water: 10,380 sq km

Natural Resources: gold, silver, copper, tungsten, lead, zinc, timber, fish

Capital: name: Managua geographic coordinates: 12 09 N, 86 17 W time difference: UTC-

6 (1 hour behind Washington, DC during Standard Time)

Data Source: All Sources (IMF, World Bank, UN, OECD, CIA World Factbook, Internet 

World Statistics, The Heritage Foundation and Transparency International)

Nicaragua’s economic freedom score is 57.9, making its economy the 101st 

freest in the 2012 Index. Its score is 0.9 point worse than last year, with declines in property 

rights, fiscal freedom, business freedom, and labour freedom. Nicaragua is ranked 21st out 

of 29 countries in the South and Central America/Caribbean region, and its overall score is 

below the world average.

The Nicaraguan government’s efforts to improve macroeconomic stability and 

enhance economic growth have been modest. Government spending has been relatively 

well controlled, strengthening the management of public finance, but inefficiency and 

uncertainty in other key areas such as the regulatory and investment frameworks have held 

back dynamic growth. Entrepreneurs wishing to establish new businesses must overcome 

numerous bureaucratic hurdles.

Legal and institutional weaknesses continue to constrain overall economic 

development. 
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Current Economic Outlook

Nicaragua has transformed itself into one of the safest and fastest-growing 

countries in Latin America. A stable, multi-party democracy, Nicaragua has ratified Free 

Trade Agreements with major markets such as the United States, the Dominican Republic 

(DR-CAFTA), Taiwan and Mexico, among others. As evidence of continuous efforts in 

improving the business climate, Nicaragua has been ranked favourably in a variety of 

independent evaluations. 

The 2011 Doing Business Report, published by The World Bank Group, a 

report that benchmarks various indicators of the investment climate in 183 nations, ranked 

Nicaragua as the top location in Central America in starting a business, investor protection, 

and closing a business. Additionally, the country improved in the following categories: ease 

of doing business, registering property, paying taxes, trading across borders and enforcing 

contracts.

Industrial production growth rate: 1.5%

GDP (purchasing power parity): US$18.77 billion (2011.)

GDP - real growth rate: 4% (2011.)

- agriculture: 19%

- industry: 26.1%

- services: 55% (2011.)

Labor force: 2.885 million (2011.)

Labor force - by occupation:

- agriculture: 28%

- industry: 19%

- services: 53% 
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Unemployment rate: 7.3% (2011.)

]Investment (gross fixed): 28.2% of GDP (2011.)

Budget: revenues: $2.251 billion

Expenditures: US$2.308 billion (2011.)

Taxes and other revenues: 31.7% of GDP (2011.)

Budget surplus (+) or deficit (-): -0.8% of GDP (2011.)

Public debt: 63.6% of GDP (2011.)

Inflation rate (consumer prices): 8.4% (2011.)

Commercial bank prime lending rate: 11.5% (2011)

Stock of narrow money: US$1.406 billion (2011.)

Agriculture - products:

• coffee

• bananas

• sugarcane

• cotton

• rice

• corn

• tobacco

• sesame

• soya

Industries: food processing, chemicals, machinery and metal products, knit and woven 

apparel, petroleum refining and distribution, beverages, footwear, wood

Source: 2012 CIA World Factbook and other sources

•beans

• beef

• veal

•Pork

• poultry

• dairy products

• shrimp

• lobsters
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4.3. Important ongoing projects

With only 5.5 million inhabitants and the second smallest economy in the 

western hemisphere, Nicaragua doesn’t stand out as the burning BPO destination turning 

heads in Latin America. Yet, having spoken with the major contact centre players currently 

operating in Managua, this low-profile destination still shows room to grow, with surprising 

capability in its workforce and public sector commitments.

While new providers looking to scale up beyond 250 seats might want to 

think twice about Nicaragua, the market should remain strong for those with small to mid-

sized clients looking for relatively cheap, yet higher quality agents. For the larger 

incumbents, overall consensus shines green-to-yellow for continued expansion beyond 

current operations. Attrition rates and total costs have remained low and recruitment 

continues to keep up with demand. However, there are signs that the market is tightening. 

Furthermore, a palpable lack of cooperation and communication between the 

major players could drag this fledgling industry down by inflaming attrition and 

subsequently wages.

Volcanoes, Beaches, and Call Centres

Driving through the streets of Managua, banners strung across the city’s 

major roadways advertise everything from hair salons to career opportunities at one of four 

major call centre firms. The industry has grown quite rapidly since 2008 when Sitel and 

Stream Global Services opened their doors to give native and veteran BPO provider 

Almori a run for its money. Now with India’s 24/7 Customer as the latest international 

player, the contact centre industry here employs a scratch over 3,000 agents performing 

inbound and outbound customer support and sales for retail and telecoms, as well as 

higher-end BPO operations in health care and very basic financial services.
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Various country and market dynamics have proven Nicaragua to be a 

favourable destination for these companies. Much of Nicaragua’s English speaking 

population has at one point lived in the United States, after having left the country with 

parents and relatives in the 1980’s fleeing from a bloody civil war. Aside from very low 

wages – entry level for agents is $500 per month across the board – “Nicas” also 

have a good level of cultural savvy that you don’t get in places like Guatemala. 

“During orientation when asked how many had lived in the United States, it is 

common to see 70 percent of new recruits raise their hands,” explained Kapil

Rajvanshi Vice President, Latin America with 247 Customer.

Val VanDegrift country manager for Sitel which currently employs over 

2,000 agents in Nicaragua also noted that the country’s dual currency economy 

makes it safer when hedging against inflation. “All of our employees are paid in dollars 

which cushions us against any instability of the local currency the Cordoba (aka 

“Cord”), which tends to fluctuate month to month. Payments for rent and telecoms can 

also be arranged in US dollars, which makes it easier for us to plan.”

While total operations costs are similar compared to Guatemala, says 

Kapil, site director for Stream Global Services  David Mejia noted that telecoms and 

internet are still very expensive when compared to Costa Rica  in upwards of 40 

percent. However, all of the major players confirmed that communications costs 

continue to go down. Electricity costs on the other hand remain high, but this is a 

reoccurring theme across Central America.

Personal safety is another strong point. Statistics put Nicaragua as the 

safest of Latin American countries, especially when compared to Guatemala, 

Honduras and El Salvador. At the same time, underdeveloped transportation 

infrastructure can make it more difficult to move about safely and securely. Kapil who 

travels between Guatemala City and Managua noted that Guatemala’s highly 

regulated and monitored public taxi service is something that is missing in Nicaragua. 



215

“The lack of transportation infrastructure in Managua can make it more 

unsettling when getting around.” Nevertheless, Nicaragua has for the time being 

escaped the intense drug-related violence seen in other Central American regions.

When asked about future plans, all of the major pla yers with the exception of 

Stream noted intentions to expand their operations in Managua

Diving into Managua

For the time being, Managua is the only viable population centre in 

Nicaragua capable of supporting an international BPO operation. And, complaints of 

employee poaching across all seniority levels and shifts in recruitment strategies 

including bonus programs for current employees referring new candidates, as well as 

tax holidays suggest that the market is heating up. “In the early days we could recruit 

straight off the street but we had to get more creative of late,” explained Val from Sitel. 

Veteran Nica BPO player Almori also uses a range of tax holidays to make pay more 

attractive to its employees.

Additional talent is however being drawn from other population centers. 

Coastal areas along the Pacific and Caribbean with their high level of English speakers 

coming from Nicaragua’s growing tourism industry could be a good source for English 

speakers looking for new opportunities in the country’s capital. Likewise, Nicaragua has 

in recent years witnessed a reverse “brain drain” where nationals have been returning 

as opportunities back home open up, and dry up elsewhere.

Circulation of employees between the major companies is common which 

could also mean that the labour is tightening. Kapil thinks that this comes as a result of 

the contact centre industry be inbeing so new, the flood of employment opportunities 

drives agents to “shop around” before settling down with one provider. This has also 

made it a challenge for 24/7 to hold on to middle managers – i.e. team leaders and 

operation managers. 
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For these positions, they have brought employees in from 

Guatemala to fill the holes as 24/7 ramps up.

This revolving door scenario could prove to be a good opportunity 

for smaller new entrants with progressive management styles and a thirst for 

already-trained workers. Potential for operations at the higher end of the BPO 

value chain is also possible, as is witnessed with Almori that specializes in 

medical billing and coding for the US health care system. According to Alvaro 

Montealegre, their employees train in upwards of two years and take a certifying 

exam in the US before making the cut with their health care clients.

Room to Wiggle

A closer look suggests that the market has in upwards of 25 percent 

more wiggle room before scalability becomes an issue. When asked about future 

plans, all of the major players with the exception of Stream noted intentions to 

expand their operations in Managua. Sitel sees the 3,000 employee mark as the 

mid to long-term target, but doesn’t see much more room for them after that. 24/7 

Customer also shows no signs of stopping at its current 200 seats. Their location 

at Accedo Tecnology Park just outside Managua has considerably greater 

capacity and their pipeline of clients suggests that they plan to use it. Stream, with 

operations in Costa Rica, El Salvador, and the Dominican Republic, is the 

exception and is currently running its Nicaragua operations at 80 percent capacity 

with about 150 stations open. Another positive sign is that attrition rates have 

remained low for two of the four major players at 4 to 5 percent per month, while 

one international player had reported attrition in upwards of 10 percent.
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Lack of Cooperation Could be Costly

Responsible management and cooperation rather than availability of 

workers will probably have more to do with growth of Nicaragua’s contact centre industry. 

On numerous occasions, decision makers noted that greater cooperation between them 

is needed in order to secure a more sustainable and vibrant BPO industry. Nicaragua 

does not yet have a contact centre “cluster” where competitors work together and 

alongside government to make the industry more competitive globally. Greater 

cooperation could keep the limited pool of labour happy and the contact centre industry 

from imploding in on itself by hiking up costs and wage inflation so common with high 

attrition rates.

Continued collaboration with government agencies  including  

Pronicaragua will also be critical to providing the needed resources to train and  

coordinate the needed talent for this growing industry. Concerns over data security and 

fraud that have kept 24/7’s financial services customers from coming to Nicaragua should 

also be addressed in concert with government and other providers looking to expand into 

this space. Finally, as election season draws near, it will be important for groups like 

ProNicaragua to calm any existing and potential investor concerns over political instability 

in a country with a less than stable political past.

Source:http://nearshoreamericas.com/nicaragua-contact-centers/
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Support to the Energy Sector

The implementation of the Geothermal Capacity Building Project continued 

during 2009, in accordance with the Project Document and in collaboration with ICEIDA's

main counterpart in Nicaragua, the Ministry of Energy and Mines (MEM). The project's 

overall objective is to enhance the utilization of geothermal resources in Nicaragua by 

strengthening capacities at government institutions involved in the development of 

geothermal resources in Nicaragua.

The main activities carried out during 2009 in the context of the project's first 

component, Technical Assistance, were a series of seminars related to the evaluation, 

review and monitoring of geothermal exploration studies undertaken in geothermal fields 

and projects in Nicaragua, covering geology, geochemistry and geophysics. In addition, 

technical assistance was provided on the evaluation of geothermal well drilling data and 

reservoir engineering. 

The MEM Research Unit continued to receive technical assistance and accompaniment 

when carrying out geothermal exploration studies in high enthalpy areas. Field trips were 

taken at which in sit training took place with staff from the Geothermal Department of the 

National Autonomous University of Nicaragua (UNAN), León campus, as well as from 

private concessionaire companies that filed a special request to participate. 

During 2009, special attention was given to technical assistance regarding 

calibration of the MEM geochemistry laboratory and starting up geochemical analysis 

processes and methods for water as well as gas samples. An expert from Iceland Geo 

survey (ISOR) taught the course, together with experts from LA GEO, a geothermal 

company based in El Salvador. On environmental matters ICEIDA´s counterpart is the 

Ministry of the Environment and Natural Resources (MARENA), for whom technical 

assistance consisted of the preparation of a General Guide to Environmental Impact 

Assessments (EIA). 
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The second Project component is Training and Capacity Strengthening. 

Seminars and workshops took place on the following topics: petro graphic analysis; data 

analysis and management; geothermal well drilling; and reservoir engineering. In addition, 

the training on Geographic Information Systems continued. A two-week theoretical-practical 

training course was held in Mexico. Three persons from the MEM Geochemistry Laboratory 

participated, as did an expert from UNAN (León). The subject was Analytical Geochemistry, 

and the seminar was led by experts at the Geothermal Directorate of the Mexico Institute for 

Electrical Studies. It consisted of both theoretical and practical classes at the Los Azufres

geothermal field in Mexico. 

A total of some fifty professionals from public and private institutions 

participated in these courses and seminars. In 2010, the main objective is to train staff at 

government agencies charged with monitoring and follow-up to geothermal projects. A 

number of MEM staff continued with their English classes. ICEIDA also financed the 

participation of a MEM engineer at the United Nations University Geothermal Training 

Programme in Iceland. A very important activity in this component was the one-week visit to 

Iceland by five Nicaraguan specialists (three from the Ministry of Energy and Mines and two 

from the Ministry of the Environment). During the visit they had the opportunity to visit 

geothermal fields and several institutions that work on environmental issues and the 

development of geothermal projects in Iceland.

The third Project component is Infrastructure and Equipment. The 

construction of the geochemistry laboratory, attached to the Ministry of Energy and Mines, 

was completed. This includes the procurement and installation of laboratory equipment 

such as a gas chromatograph, an ion chromatograph and an atomic absorption 

spectrophotometer, as well as lesser accessories, such as scales, crystal and reagents. 

The equipment has been calibrated and methodological validation has begun for the 

analysis of samples at the laboratory.
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The fourth and last component is Administration and Evaluation. According 

to the Project Document an external mid-term evaluation had been scheduled to be held 

in late 2009. However, the Steering Committee decided to move the evaluation up to the 

second quarter of the year. A consultant from El Salvador with broad-based experience 

in geothermal development and a thorough knowledge of the energy sector in Nicaragua 

was contracted for the assignment. The mid-term evaluation allowed for identifying the 

progress achieved and difficulties encountered as the Project is implemented. Following 

the mid-term evaluation, the Steering Committee decided on some modifications to the 

Project in order to improve implementation efficiency and overall Project effectiveness. 

For the year 2009 Project execution was ninety-four percent (94%).

Support to NGOs

Support for the institutional capacity building of the Nicaraguan women's 

organization AMNLAE, for the prevention, awareness raising and action against gender 

based violence, continued for the duration of the funding period, ending in September 

2009. The Garifuna dance group Spirit Dancers was supported to participate in the 

International Poet Festival in Granada, they are an indigenous group from the Caribbean 

Coast of Nicaragua.

Cross-Cutting Issues – Gender

The geothermal sub-sector has had the tendency to be male dominated, 

with larger part of employees and students within the sector being men. A reflection of 

that fact can be seen by analyzing student data from the UTU
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Geothermal Training Programme. Between 1978 and 2008, 402 scientists 

and engineers from 43 countries all around the world, have completed the UNU-GTP six-

month specialised courses. Thereof, only 67 were women, or 17%.

The situation in Nicaragua seems to differ from that. Information from 

ICEIDA´s geothermal project suggests that the gender distribution within the sub-sector in 

Nicaragua is quite special with women constituting half, or more than half, of staff and 

students in the field. Women constitute at least half of the employees working in the 

geothermal department at the Ministry of Energy and Mines (MEM) and at the geothermal 

laboratory. In the geothermal laboratory there are five employees, thereof three women, or 

60%. In the geothermal department within MEM, the employees are six, half of whom are 

women. The gender ratio among the attendees of the seminars within ICEIDA´s project 

tells the same story. 

The participants in the seminar held by the MEM and a private geothermal 

company are evenly distributed by gender, with 50% of them being women. In the 

seminars held by the Ministry of the Environment and Natural Resources (MARENA), 

women most often constitute 60% of the participants and in some seminars with more 

environmentally related topics they constitute 80%.

Source: iceida.is/english/partner-countries-and-activities/nikaragua/
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World Bank Support:

The current World Bank portfolio in Nicaragua includes 13 projects totalling 

US$316 million, with US$160 million pending disbursement.

The World Bank Assistance Strategy approved on October 11, 2007, calls 

for the delivery of up to US$240 million to Nicaragua over a five-year period (2007-2012). 

The strategy aims at supporting the Government’s development objective: wealth 

creation and poverty reduction through widely shared economic growth.

International Development Association (IDA): From July 1, 2002 to 2007, 

the World Bank disbursed a total

of US$468.01 million in Nicaragua in IDA credits. As of September 24, 2010, the portfolio 

of credits and donations supported by the World Bank included 13 projects and 15 grants 

(US$ 126 million) for a total value of US$ 315 million, with US$ 161 million left to be 

disbursed.
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Public-Private Partnership Boosts Clean Energy in N icaragua

Nicaragua has added 36-megawatts (MW) of clean, renewable electricity to 

its national electricity grid. Reno, Nevada’s Ram Power announced on Decemer 22 that it 

successfully synchronized electricity generation for its Phase I expansion at the San 

Jacinto-Tizate geothermal energy field. The new  capacity augments 10-MW of clean 

electricity from previously installed back-pressure units.

Owned by Polaris Energy Nicaragua, San Jacinto-Tizate’s 46-MW of clean 

electrical power (DEL electricity) is sold on through to national grid   operator 

ENATRL through long-term power purchase agreements with Nicaraguan power 

distributors Disnorte-Dissur, subsidiaries of Spain’s Gas Natural Fenosa.

Harnessing Power from Nicaragua’s Volcanoes

Phase I is the first of two expansion phases at the San Jacinto-Tizate

geothermal project area, which is located in Telica, a municipality in the southwestern

Pacific province of Leon , where geothermal energy resources are associated with 

volcanism in around a chain of volcanic mountains. Another 36-MW is scheduled to come 

on-line in late 2012 or early 2013, according to project development plans.

Taken together, Phase I and Phase II are expected to save Nicaragua as 

much as US$80 million annually in energy costs. That’s excluding the environmental and 

health benefits greater reliance on clean energy resources will have locally, across the 

country and beyond.

Harnessing its geothermal resources could move Nicaragua a good way 

forward in efforts to reduce its reliance on imported coal and oil to meet its growing 

energy needs. Intermittently affected by volcanic eruptions and all the destruction 

associated with them, doing so also highlights the clean energy potential and beneficial 

effects the country’s volcanic geology can have.
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Electrification, Clean Energy, Nicaragua and the ID B

Polaris Energy Nicaragua’s expansion at San Jacinto-Tizate is financed 

by a US$ 30.3 Million loan from the Inter-American Development Bank (IDB). The 

installation of two new, higher capacity turbine generators will be installed with the goal 

of bringing the project’s generating capacity up to 72-MW, enough to supply electricity 

to nearly 1 in every 12 homes throughout the country.

As significant as achieving the goals set out for expanding San Jacinto-

Tizate are, the IDB’s work with the Nicaraguan government extend well beyond the 

immediate effects of harnessing the country’s geothermal energy resources.

Toward these ends, the IDB has established the Nicaragua National 

Sustainable Electrification and Renewable Energy Pr ogram (PNESER). The 

program enables IDB to apply its resources in a modular fashion in support of 

renewable and clean energy and grid transmission projects in Nicaragua through 2012.

Source Triplepundit Nicaragua
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4.4. Computer and  Software

There are no software manufacturers in the country. All software is 

imported. Most software is available on the black market for a fraction of the price it 

retails for. The government is trying to minimize the black market because they are 

losing millions of dollars through the piracy of software.

Source:  .laamerican.edu/carmel/cc5432b/hardware.html

Nicaragua is expected to import US$17.5 million worth of microcomputers, accessories 

and spare parts in 1996. An increase of 37 percent over 1995 imports and 84 percent 

over imports in 1994. American products account for 94 percent of legal imports in the 

sector. The demand for computers will likely continue to rise as Nicaragua's economy 

grows. Demand was also spurred by legislation lowering the duty rate to one percent, 

with a five percent stamp tax and a 15 percent value added tax. Nicaraguans prefer 

American computer technology because of its reputation for quality and service, as well 

as the proximity of U.S. suppliers. Private sector consumers account for approximately 

75% of the market, while the Nicaraguan government imports the remaining quarter. 

The Embassy recommends that companies selling into the Nicaraguan market work 

through a local distributor or representative.

Nicaraguan computer purchasers are generally more concerned about 

price and availability than about brand name. For consumers and small businesses 

with limited purchasing power, quality concerns also frequently fall by the wayside. 

Maintaining a microcomputer system in working order is the primary concern for many 

in this nation of small and medium size businesses. Nicaragua's small formal industrial 

sector does not produce microcomputer systems or accessory equipment.   

Approximately five % of such items are brought into the country by friends and family 

returning from visits to the United States, with the remaining 95% imported through 

commercial entities. 
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There are approximately 15 legal distributors that dominate the computer 

market in Nicaragua, 5 of which may be considered important market players. These 

include:

- COMPULAND

- GBM DE NICARAGUA, S.A.

- CORPORACION ROBERTO TERAN

Primary purchasers of computer equipment in Nicaragua are the increasingly affluent 

sectors of the general public, as well as several of the most prominent firms in 

Nicaragua's growing private sector. Private sector purchases of microcomputers, 

accessories and spare parts represent approximately 75% of total national sales. 

Nicaraguan government entities account for the remaining 25% of the market.

Software

There are no software manufacturers in the country. All software is 

imported. Most software is available on the black market for a fraction of the price it 

retails for. The government is trying to minimize the black market because they are 

losing millions of dollars through the piracy of software.

Source:: Baez, William. Nicaragua: The Informal Sect or in Transition, Washington: 

Pan American Development Foundation
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Third World Computing

As happens often in third world countries, some foreign expert comes 

and builds something or other only to leave to go back to Europe or the US without 

leaving anyone behind locally with the knowledge of operating or extending what was 

built, such is the case for the system used for recording rainfall (developed in the 

1980s by a French programmer). To make sure this doesn't happen again, SIMAS 

found additional funds to employ three more Nicaraguan Linux enthusiasts -- Carlos 

Rocha, Byron Corrales and Adolfo Fitoria -- all three easily found at Managua's Linux 

gatherings, who through the eight months that this system was programmed, were able 

to study the source code enough to the point that they can extend it themselves.

Guharay makes the important point: "But it is not only the system itself, it 

is also the new government's approach to who should have access to the data it is 

collecting that makes a difference, take prices for example. Before they would have to 

come to Managua, or call from an influential source and then someone will sit there on 

a computer and generate the data for that person, with no one else having access to 

the data. Since the beginning of this year, we at SIMAS have worked with the Ministry 

in sending the prices of agricultural goods in Managua to two radio stations as a pilot 

basis. 
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These stations then broadcast them to the peasants and cooperatives 

who thereby, often for the first time, have the information of the price at the capital 

market and get an advantage in the bargaining table. Up to now they simply didn't 

know what their products were worth when the big distributors sold them on the 

market." There are already 16 other radio stations interested in distributing the prices 

of Managua as well, currently all of this is still done by email. Once ALBAstryde

takes over later this month, radio stations will be able to check for themselves, and 

not only prices from Managua, but from any market they believe is important for the 

producers of the area.

Moving Forward From Here

Cáceres believes that "the next step is to get the system completely 

adopted by all subdivisions of the Ministry, and that is not only of doing the 

programming and converting the data. Amongst many directors there is still this kind 

of thinking 'my database, my data, my password' and that's quite difficult to change. 

But once that is done, we'll extend the system to include other public institutions of 

the rural and agricultural sector, and first after will we try to open it to civil society, 

like cooperatives and associations on the content delivery side."

Rocha is looking forward to that part "As the Internet becomes 

available in more and more parts even of the poorer parts of the country-side, a 

social network which combines official data delivered by the ministry of agriculture 

with citizen provided data about their own production becomes more and more 

feasible, but only if the government chooses to continue building on its open source 

expertise rather than letting the money-hungry proprietary software companies sell 

them a series of small and incompatible products."
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After taking a look at the product and seeing how convenient it is to have the systems on 

Open source software, the in-charge of the Informatics department confessed to the 

SIMAS team "you know that we did not really support you from the beginning because we 

did not trust free software, but now that will have to change. The Ministry and SIMAS 

need to work together and maybe soon we will migrate to Linux systems, because we 

see that this system really works."

The system including real data can be seen at

http://magfor.simas.org.ni and athttp://albastryde.marx.su . ALBAstryde is itself open 

source, released under the GPL v.3, and its source code can be downloaded 

from http://albastryde.googlecode.com

Source :http://www.linuxjournal.com/content/nicaragua-build s-innovative-

agricultural-information-system-using-open-source-s oftware

Personal computers (per 100 people) in Nicaragua

Personal computers are self-contained computers designed to be used by a 

single individual. This page includes a historical data chart, news and forecast for 

Personal computers (per 100 people) in Nicaragua. Nicaragua is the poorest country in 

Central America, has widespread underemployment and poverty. Nicaraguan economy is 

based mainly on exports of textiles and apparel, bananas, coffee, sugar, beef and 

tobacco. Agriculture and remittances are the most important source of revenue for most 

of the population.

Source: World Bank
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Latest Population:

5,995,928 population in 2010, according to US Census Bureau.

Latest Country GDP:

GDP per capita was US$ 967 in  2010, according to the I.M.F.

Country Area (Size):

129,454 sq km - Population density: 46 persons/sq km

Internet Users

Despite poverty and limited Internet access in rural areas, Nicaragua’s 

connectivity—especially in Managua and other urban areas—has increased exponentially 

in recent years. And as more Nicaraguans venture into cyberspace, more are turning to 

the Internet to get their news, according to a recent study by CINCO.

Nicaragua’s Facebook frenzy has gone viral.

Widespread accessibility to 3G cell phone technology makes it difficult to 

know just how many Nicaraguans are connecting to the Internet from hand-held devices, 

but estimates are that 10-30% of the Nicaragua’s 5.7 million people are now online. And 

the connectivity rate in Managua could be as high as 40-50%.

The CINCO study estimates that Nicaragua has 579,000 Internet users with home 

connections, and another 250,000 who logon from Internet cafes, which are now found 

even the most remote corners of the country.
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In 2012, still, the total number of Internet users in Nicaragua is 

unknown, in part due to government secrecy. The last government figures on 

Internet connectivity are from 2006, before the Sandinistas returned to power. 

President Daniel Ortega, whose government likes to treat most statistics and 

information like state secrets, mentioned in 2011 that there are 648,000 Internet 

connections in Nicaragua. If that number is close to accurate, it means that Internet 

connectivity here has increased 30-fold over the past five years, according to 

CINCO. 

As more Nicaraguans connect to the World Wide Web, more are going online to get 

their news. In Managua—home to 30% of Nicaragua’s population—Internet now 

ranks No. 2 behind TV as the most utilized means for getting news. According to an 

urban study by the Nicaraguan Organization of Publicity Agencies, 78% of 

Managua’s population watches TV, 52% use the Internet, 38.7% listen to the radio, 

and 18% read newspapers.

While there is no similar survey for rural areas, radio generally has a much greater 

market share in the countryside, where only 50% of the population has electricity, 

newspaper circulation is spotty, and Internet penetration drops to 7%, according to 

CINCO.

In global terms, however, the Internet is gaining considerable ground 

in Nicaragua. In 2010, the two major dailies—La Prensa and El Nuevo Diario—

reported twice as many online readers as subscribers to their print editions.

The CINCO study attributes that partially to the fact that nearly 1 

million Nicaraguans live outside the country in foreign lands with even greater 

Internet penetration. Since Nicaragua generally doesn’t make international news, 

Nicaraguans living abroad tend to read the websites of Nicaraguan media sources 

to stay abreast with what’s going on back home.

Since the Sandinistas returned to power in 2007, TV news content has 

become increasingly subdued, unvaried and monotonousness, according to CINCO.
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The presidential couple now controls one-third of all Nicaragua’s VHF 

channels, which three times a day interrupt their transmissions of telenovelas to 

broadcast Sandinista propaganda—usually in the form of Sandinista votaries thanking 

Comandante Ortega for one thing or another—and other connubial chatter. Another 25% 

of Nicaragua’s VHF channels are owned by Mexican business mogul Angel Gonzalez, a 

former business partner of the Ortega-Murillo group whose programming is equally 

thought-provoking.

As mainstream TV becomes increasingly vapid and pleonastic—with few 

notable exceptions, such as Carlos Fernando Chamorro’s acuminous news programs 

Esta Noche and Esta Semana—the Internet has become a new forum for free 

expression. Different interest groups and individual standouts in Nicaragua have 

employed the Internet for social campaigns, online activism and awareness-raising 

crusades.

But when it comes to critical journalism, which in Nicaragua is gasping for 

air under a government that restricts access to information and uses state publicity to 

reward compliance and punish independent voices, the Internet is still underused, 

CINCO investigators say.

Leonor Zúniga, a sociologist and co-author of CINCO’s digital media report, 

says the increase of Internet activity in Nicaragua has not necessarily translated into an 

increase of online journalism.

“There is definitely a multiplication of diverse voices on the Internet, but 

how much of that information is journalism? Very little,” Zúniga says.

The problem, she says, is that the traditional business class in Nicaragua still doesn’t 

view the World Wide Web as a viable medium for publicity, despite the rapidly 

increasingly number of online viewers and Internet readership.

Indeed, the CINCO study found that 69% of the media outlets that have a webpage don’t 

have any paid advertising on their sites, indicating that they are being subsidized.

“(Webpages) are still not seen as autonomous media that can be self-sufficient,” the 

CINCO report found.
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Because the Internet is still not a profitable venture, it has deterred print 

journalists struggling in other mediums from starting online news sources, even though 

the numbers show that’s where the readers are.

Another paradox about the Internet is that while it is having an increasingly strong 

influence over public opinion in Nicaragua, it doesn’t appear to be influencing 

Nicaragua’s decision-makers, Zúnigas. “But that’s typical in authoritarian societies,”

she says.

Still, the Sandinista government is very aware of the growing importance 

of the Internet on public opinion. Zúniga says in technical terms, the Sandinista media 

websites are among the most complete, despite the fact that few people (other than 

journalists) visit them.

The presidential couple also understands the importance of social media, even though 

Ortega doesn’t tweet or maintain a Facebook account, and Murillo is too wordy for 

Twitter’s 140 character limit.

Prior to the elections last year, the presidential couple’s ruling party 

created more than 340 Facebook accounts to echo campaign slogans and Sandinista 

propaganda, the CINCO report found.

So given how busy the Sandinista Front was opening new Facebook

accounts last year, technically the number of new users in 2011 climbed only to 

699,660.

Source: Nicaraguardspatch
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Hardware and Software Import

Nicaragua's 2011 Import

Value in US$

Tariff Number: Tariff Description:

8471 Machines for automatic treatment or 
processing of data and units; Magnetic 
readers or optical. Machines for 
recording data with coded form and 
machines for processing or treatment of 
data not specified or included

8523 Software and related device to record 
sound or similar recording, except for 
products in Chapter 37 
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18,894United Kingdom and Ireland

18,992Israel

19,317France

21,120North Korea

28,289Netherlands

30,302Czech Republic of  

34,314Philippine

35,757Thailand

51,017Poland

58,467Switzerland

63,878Canada

65,167Vietnam

68,851Germany

113,260Singapore

119,397Japan

146,804Taiwan

367,534South Korea

463,158Malaysia

515,286Costa Rica 

3,813,221United States of America

5,171,591Mexico

24,635,929China

US$Country

Value inTariff 8471 and the others
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35,941,173Totals

15,760Others

4,439Indonesia 

4,940Puerto Rico 

5,166Slovak

5,169Hungry

5,378Denmark

6,973Slovaquia

10,577Swiss

10,881Spain

11,345Italy

US$Country

Value inTariff 8471 and the others/ Cont …
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16,532North Korea

18,637El Salvador 

19,775Finland

26,378Panama

37,212Costa Rica 

38,095Guatemala 

42,810Poland

44,813Philippine

47,228India 

48,760Ireland

63,808Italy

78,079Israel

101,803Canada

130,193Puerto Rico 

140,910Singapore 

154,170Vietnam

170,136France

232,042South Korea

292,940Japan

365,192Chile 

382,880Germany

434,782Spain

451,807Malaysia

694,999Brazil

769,424Swiss

796,988Thailand

1,082,928Taiwan

2,626,022Mexico

3,541,423United States of America

9,093,682China

US$Country

Value inTariff 8523 and the others
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22,102,758Totals

24,478Others

4,094Ecuador 

4,232Austria 

4,819Indonesia 

5,088Venezuela

5,233Argentina 

5,445Latonia 

6,155United Kingdom and Ireland

6,268Greece

7,148Estonia

10,676Hong Kong 

11,118Colombia 

11,223Switzerland

12,050Denmark

12,592Netherland

13,278Serbia 

14,413Honduras 

US$Country

Value inTariff 8523 and the others  / Cont …
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4.5. Outsourcing in Nicaragua

Most of the multinational companies are looking to outsource their services 

in Nicaragua. The business process outsourcing market of the region is constantly 

drawing business from these companies who are in need of its services. These 

companies want to enhance the performance of their production through hiring the BPO 

services for minimizing their operational expenses. Recent reports suggest that efforts 

are being made by the investment agency of Nicaragua for promoting direct investment in 

its BPO industry, by the foreigners. The agency even attended the "Outsourcing World 

Summit" held in this year, 2010, to highlight the best practices and new trends of its 

outsourcing industry. The event made way for the investment agency to come in contact 

with the top outsourcing providers, customers and advisors. This has acted as an impetus 

for the country in increasing the effectiveness of its outsourcing industry.

Nicaragua is giving a tough competition to its neighbouring business 

process outsourcing destinations. The costs of call centre services in El Salvador and 

Costa Rica are comparatively higher than that in Nicaragua. The BPO industry of the 

country aims at offering quality services at a relatively lower cost, thereby attracting 

clients from across the world. Reduced cost is not only a factor responsible for the growth 

of the country's outsourcing industry. 

Advancements in the infrastructure hold paramount importance in 

increasing the revenues of the business process outsourcing market. The improvements 

in the infrastructure of bandwidth and data networking have made the call centre services 

popular among the global enterprises. The government of Nicaragua has helped in 

expanding the BPO industry of the country. 
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Business Process Outsourcing in Nicaragua

Most of the multinational companies are looking to outsource their services 

in Nicaragua. The business process outsourcing market of the region is constantly 

drawing business from these companies who are in need of its services. These 

companies want to enhance the performance of their production through hiring the BPO 

services for minimizing their operational expenses. Recent reports suggest that efforts 

are being made by the investment agency of Nicaragua for promoting direct investment 

in its BPO industry, by the foreigners. The agency even attended the "Outsourcing World 

Summit" held in this year, 2010, to highlight the best practices and new trends of its 

outsourcing industry. The event made way for the investment agency to come in contact 

with the top outsourcing providers, customers and advisors. This has acted as an 

impetus for the country in increasing the effectiveness of its outsourcing industry.

Nicaragua is giving a tough competition to its neighbouring business process outsourcing 

destinations.

The costs of call centre services in El Salvador and Costa Rica are 

comparatively higher than that in Nicaragua. The BPO industry of the country aims at 

offering quality services at a relatively lower cost, thereby attracting clients from across 

the world. Reduced cost is not only a factor responsible for the growth of the country's 

outsourcing industry. Advancements in the infrastructure hold paramount importance in 

increasing the revenues of the business process outsourcing market. The improvements 

in the infrastructure of bandwidth and data networking have made the call centre 

services popular among the global enterprises. 

The government of Nicaragua has helped in expanding the BPO industry of 

the country. The call centre agencies are being provided with hundred percent tax 

release on their machinery, raw materials and imported supplies. Besides, the country is 

gifted with an effective telecommunication system that can even access its distant 

areas..
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The system rests on a backbone of fibre optics, which measures to a length 

of four thousand kilometres

Nicaragua has become a favourable site for most outsourcing businesses to 

set up their call centre agencies. With a vast number of facilities available in the region, the 

outsourcing agents are finding it to be the ultimate site for taking their BPO business to a 

new height. The country is the source to a great many companies who are leading the 

world of business process outsourcing at the moment. Around fourteen call centre 

organizations are functioning in the country and act as an employment source to around 

2000 professionals. The industry has provided employment to a larger section of the 

country's population, thereby contributing to its economic development. This in turn, 

resulted in the enhancements of the infrastructure of its BPO industry, thereby attracting 

giant business organizations.

The people residing in Nicaragua are not only educated but they can speak in 

at least one foreign language other than their mother tongue. This has helped the country's 

BPO sector to come up with bilingual call centre agencies. Thus, the industry is 

continuously flourishing all over the country. In the years to come, the industry will reach at 

the top of the global outsourcing market.

Article Source: http://EzineArticles.com/?expert=Jems_Hug
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Outsourcing in Nicaragua

Nicaragua is continuing to be the select location for a lot of 

companies seeking to perfect their performance in business process outsourcing, 

especially in call and customer service centres, light technical and back office 

support. Accedo Technologies, a business processing outsourcing (BPO) firm in 

Managua, has had its doors open for a few years now.

A short three-hour flight from the USA allows executives to conduct 

same-day business (Nicaragua is in the same time zone as Central Time) with an 

enthusiastic workforce making Nicaragua a convenient and cost-effective 

offshore location for American companies. Accedo Technologies has serviced 

Fortune 100 companies in the USA and Spain using both English and Spanish.

Accedo Technologies’ owners Aljandro Graham and Roger Pena 

believe that for companies to survive today’s tumultuous economic situation, they 

will need to focus all of their time on their core competencies and values and 

transfer non-core functions to outsourcing suppliers.

Businesses need to go back to the beginning and redirect their 

efforts to recover their competitive edge. This means companies like Accedo

Technologies will become a positive, efficient and profitable solution.

According to Pena, business looking to do near shoring and off 

shoring should find a partner not merely a supplier. With this in mind, they’ve 

created an agency that is ready for a company to take over immediately.
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“From the phones to the desks to the motivating paint colours, all a 

company has to do is arrive and they can begin a successful call centre on day 

one.” Roger Pena is an international consultant with offices in California and 

Nicaragua. He has been assisting Fortune 100 companies with offshore 

operations for over thirty years.

Source: Nicagaset
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111 km.168,594Rivas

88 km.167,270Boaco

162 km.393,355Jinotega

148 km.218,660Estelí

130 km.518,700Matagalpa

45 km.193,065Granada

132 km.412,731Chinandega

29 km.336,877Masaya

93 km.394,512León

-----1,401,276Managua

Distance from ManaguaPopulationMajor cities

Managua, the capital city of Nicaragua, has a total population of 1.4 million; 

of which over 27% range in age from 20 to 34 years. Other important cities and towns, 

their population and distance from Managua are: 

Vast Labour Availability

The country has a rich pool of available bilingual professionals trained 

abroad. There is also a broad base of workers for labour-intensive industries.

220.1Unemployed

2,591.7Employed

2,811.8EAP

5,815.5Total Population

2010CONCEPT: (thousands)

Source: INIDE, household survey to measure employment, July 2010
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Quality Labour Pool

"There is an ample pool of well-educated, computer-literate young 
individuals with university degrees in Nicaragua. They are eager to find jobs that provide 
them with the opportunity to compete worldwide."

- Álvaro Montealegre, Inversiones Almori (BPO Service Provider)

Because of its low attrition rates, a fast learning curve and low 
absenteeism, the Nicaraguan labour force is quickly becoming recognized as one of the 
most competitive and productive in the region.

Labour Market Risk, published by the Economist Intelligence Unit, places 
Nicaragua as the country with the second lowest labour market risk in the region. The 
report measures various indicators such as: union strength, labour disputes, wage 
restrictions and hiring and firing restrictions.

Fringe Benefits

46.00%Total

2.00%INATEC (Technological Institute)

16.00%Social security

3.01%Holidays

8.33%Termination compensation

8.33%Christmas bonus - 13th month

8.33%Vacation

% of Ordinary
Gross IncomeCosts for the Employer

Source: Nicaraguan Labor Code
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Labour Market Risk

Note: 100 equals more risk.
Source: Viewswire Risk Briefing Services, 2011 
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Nicaragua Tele Communications Profile 2012

•Telephones - main lines in use   258,000 (2010)

• Telephones - mobile cellular 3.771 million (2010)

• Telephone system: General assessment: system being upgraded by foreign investment; 

nearly all installed . 

Telecommunications capacity now uses digital technology, owing to investments since

privatization of the formerly state-owned telecommunications company domestic: since 

privatization, access to fixed-line and mobile-cellular services has improved but teledensity

still lags behind other Central American countries; fixed-line teledensity roughly 5 per 100 

persons; mobile-cellular telephone subscribership is increasing and reached 55 per 100 

persons in 2009; connected to Central American Microwave System.

•International: Country code - 505; the Americas Region Caribbean Ring System 

(ARCOS)) fibre optic submarine cable provides connectivity to South and Central America, 

parts of the Caribbean, and the US; satellite earth stations: 

•1 Intersputnik (Atlantic Ocean region) and 

• 1 Intelsat (Atlantic Ocean) (2009)

•Internet hosts: 157,162 (2010)

•Internet users 199,800 (2009)

Source: Cia Factbook



248

CAFTA Opens the Door to Nicaragua Near shore Americas 

By Ricardo Castillo November 15, 2009

Chris Marlett, the CEO of MDB Capital Investment Group, of Santa Monica, 

California, knew very little about outsourcing in 2007, when he was putting the finishing 

touches on his dream beach home in the Pacific Ocean of Nicaragua. The Central American 

Free Trade Agreement (CAFTA) had just been ratified, and the region was already a 

dynamic platform for direct access to the United States market. Foreign direct investment 

flowed into Central America from Europe, Asia, the U.S., and even from South America and 

Mexico. But Nicaragua's emerging BPO sector was attracting an increasing number of 

multinationals seeking to lower operational costs and optimize production performance by 

outsourcing here instead of India or the Philippines. Nicaragua became a contender among 

its peers as labour costs in neighbouring Costa Rica and El Salvador - until now the region's 

main outsourcing hubs - had risen amid a shortage of qualified English-speakers.

PATENTVEST GOES FROM 10 TO 70 WORKERS

Marlett had just founded PatentVest, a California-based business that does the 

groundwork for companies seeking patent intelligence. The start-up experienced persistent, 

growing turnover rates of data entry operators due to the time consuming and often boring 

nature of the work. "I decided to experiment outsourcing in Nicaragua to see if I could 

improve my retention rate while receiving the high quality of research the work demanded," 

Marlett, who is half Nicaraguan, said in a recent interview. The bet paid off. He rented an 

office in Managua and personally hired 10 people who, "to my astonishment, got more data 

organized in their first three months on the job than the California team did in 12 months." 

Added Marlett: "when we decided to pay by the amount of information processed, many of 

them didn't want to go home." 
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Since then, Marlett has about 70 people working directly for Patent Vest and MDB.

MOVING UP TO KPO

Marlett´s experience, first as his own customer, and now as a service 

provider, reflects the evolution of Nicaragua's BPO sector. Since the initial telemarketing 

and call centre offerings, it grew into more sophisticated Knowledge process outsourcing 

(KPO) services. More often, companies like Patent vest offer US firms the ability to 

perform knowledge-related and information-related work, with skilled architects, analysts, 

and other highly trained professional, who provide expertise in the processes and often 

make many low level business decisions. "We are already doing that with our MDB BPO 

workers, with salaries of $25K to $30 thousand compared to the 125K that we would pay 

in the US," he said.

SCOOPING UP THE AMERICAN EMBASSY

Besides competitive labour force costs, the recent improvements in the 

country's data and bandwidth networking infrastructure have also attracted global 

enterprise organizations, say investment officers at ProNicaragua, the government's 

investment promotions agency. The country also offers Contact Centres and BPOs up to a 

100 percent tax exemption on imported supplies, raw materials, and machinery while 

operating under the Free Trade Zone Regime (see box below). After his initial success, 

Marlett bought in 2008 the old American Embassy in Managua. 

He saw an opportunity to open a facility with the redundancy and security 

necessary to operate a world class outsourcing facility, and a world-class Level 3 data 

centre facility in the otherwise nondescript Cold War-era building located in a suburb of 

Nicaragua's capital. "There were no facilities that were up to snuff by U.S. outsourcing 

complex standards." 
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The ongoing renovation is repurposing its old "bunker" that was used 

by the US Embassy for communications and safety location of last resort into an 

ultra-secure tier 3 public data centre. Like few locations in the city, the bunker's 

safety comes from its one-meter thick concrete walls, and over 1 megawatt of 

backup power, it also has direct access to three power grids and to all the nearby 

fibre network providers.

REPLICATING US DATA CENTER TREND

Like in the US, many companies, especially those doing regional 

business are no longer building their own datacenters and are beginning to use 

offsite datacenters to minimize capital investment in redundant locations." My sense 

is that shared services, which is also a very big trend in the US, should prove more 

valuable in Nicaragua because IT talent is hard to find in Managua, so sharing highly 

qualified talent and software services within the data centre should be very attractive 

to local businesses "MDB´s plans for the facility include a central cafeteria, fitness 

facility and swimming pool, the embassy complex is now serving about 600 

employees from its first and largest tenant, SITEL, a Tennessee-based global 

business outsourcing provider.

RECOGNIZING THE RISKS

But moving some research and business processes to other countries, 

even when they are quite cheap and very close rather than very cheap and far away, 

still bears great risks and a learning curve. "Some of our staff in the US saw our 

Managua operations as a threat to their jobs and many people weren't supportive," 

said Marlett. In addition, the financial crisis slowed Marlett´s outsourcing operation, 

mainly because MDB Capital Group is an investment banking firm. Contracts with a 

few very large outsourcing companies were cancelled, forcing Marlett to switch 

gears and start what he calls an outsourcing incubator operation. 
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PatentVest leases its facilities providing employee leasing services, for a 

flat fee per employee, to small companies that would never outsource on their own, "or 

are too small to outsource with someone like Sitel." Without any marketing efforts, 

Marlett landed four clients, among them a news agency called News USA and 

gotmyfares.com, a web based travel agency." All they have to do is make the decision 

on whom to hire, and how best to assign their work, HHRR monitoring, contracts, 

computers, furniture and office space is handled by PatentVest. 

"Our clients just make a quick trip to select, train, and assign duties to 

their employees, while they stay in the comfort of our onsite apartments," said Marlett. 

when asked about ROI, Marlett admits it is difficult for him to define or measure it yet, 

because "this sort of started out as a hobby. We continue to reinvest all revenue back 

into growing our operations." And now, in a sense, while the BPO business survives 

the world financial crisis, he seems to have gone full circle, to a new investment in the 

Pacific Ocean shores that lured him in the first place: "We are looking at building a very 

unique beachside housing community that has never been done to my knowledge in 

Latin America. If we can pull it off, it will be something Nicaragua will be very proud 

of...stay tuned."http://www.nearshoreamericas.com/cafta-pushes-calif ornian-to-

develop-nicaragua-patent-practice/861/

Source: 

http://www.pronicaragua.org/index.php?option=com_co ntent&view=article&id=2

44%3Acafta-opens-the-door-to-nicaragua-managua-outs ourcing-financial-

services-pronicaraguaorg&catid=9%3Anews&Itemid=143& lang=en
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Brakes on Outsourcing Law in Nicaragua

Inside the Superior Council of Private Enterprise t hey have not yet reached a 
consensus on the draft Law on outsourcing, which is  still being studied by a 
parliamentary committee.
Wednesday, February 29, 2012

The chairman of the Committee on Labour and Unions of the National 

Assembly, Alberto Lacayo, confirmed that an opinion of the bill in the first secretary was 

ready, but it was returned to the committee to be debated again, reported Laprensa.com.ni.

"It was returned because there is no consensus because they have not agreed. 

In reality it was the COSEP who opposed it, I guess that's why it has fallen behind", said 

Labour Minister Janeth Chavez.

The Major outsourcers are the state and transnational's such as Claro and 

Union Fenosa said Lacayo, who believes that these companies make their demands through 

the COSEP.

In the proposed act, which would regulate outsourcing to subcontractors, it must 

be made clear who the employer is, otherwise the figure of joint liability would be applied. It

also proposes that companies which outsource would have to comply with legal requirements 

for workers such as social security. Those who receive the services should ensure that that 

the company they subcontract has sufficient liquid assets to pay workers compensation in the 

case of redundancy or bankruptcy.

Source: Central America Data
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Nicaragua betting on the export of services

We should be betting on " outsourcing " to drive economic development, said Javier 

Chamorro, executive director of ProNicaragua .

Friday, September 12, 2008

Outsourcing includes customer service calls which include collection services, 

product offers, etc. However, Chamorro explained that this call service is the lowest rung on 

the sectors value chain.

Chamorro indicated that they are already offering services in Nicaragua that 

have greater value than the calling service, such as financial analysis, accounting services 

and we are in the process of offering software design. He added that they might offer 

medical examination laboratory services and others that have higher costs in other countries 

but which for us is an attractive product.

eTelecare Global Solutions has expanded an agreement  with a leading 

telecommunications provider whereby it will provide  an additional queue to this 

longstanding client's inbound sales program.

Tuesday, February 24, 2009

inShare

The additional services — designed to help the client’s U.S. customers add 

new communications lines or upgrade to newer or higher-tier phones — will be delivered 

from a new contact center located outside Managua, Nicaragua operated by eTelecare

Nicaragua, a joint venture between eTelecare and Almori BPO Services, Inc.



254

eTelecare's business philosophy, investing to outperform, creates real, 

sustainable value for clients by investing in people, processes, and technology -- leading to 

breakthrough results. By taking a consultative approach to identifying and meeting the 

needs of this client's customers, eTelecare has used its U.S. and Philippine delivery 

centers for more than four years to consistently deliver high customer satisfaction and high 

average revenue per user (ARPU). These same global best practices will be utilized in 

Nicaragua.

“After visiting our facilities in Nicaragua, where we have access to a high-

quality multilingual labor pool, this industry leader expressed confidence in eTelecare's

ability to deliver high performance and significant value,” said John Harris, President and 

CEO of eTelecare. Harris noted that this marks the first time that eTelecare will be 

delivering English-language services from a region other than the U.S. or the Philippines.

Due to the time zone and geographic proximity to the U.S., its high-growth 

economy, strong U.S. and Canadian cultural affinity, robust telecommunications 

infrastructure, and large pool of skilled multi-lingual workers, Nicaragua offers an ideal 

location from which to meet the growing demand for Spanish and English contact center

services.

Source: eTelecare Global Solutions
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Nicaragua: US$4.2 million investment for Contact Ce ntre

Almori BPO Services , which has been operating in the country for more than five 

years, will expand its operations and expect to gen erate between 1,500 and 2,000 new 

jobs.

Thursday, September 11, 2008

The company announced an alliance with e-Telecare,  the strongest company 

in the contact centre industry in the world, having more than 16 thousand positions in Asia 

and 2000 in the US, and will create some 500 additional positions over a three-year period at 

an investment of US$8.15.

Source: elnuevodiario.com.ni

Concentrix Invests in Nicaragua. The global service provider and absolute subsidiary of 

the SYNNEX Corporation, announced it has established an international contact centre in 

Nicaragua.

Friday, December 16, 2011

The company, located in the capital, is able to hire 60 people in its first phase 

and plans to increase the figure to approximately 200 employees next year. The company's 

operations include a wide range of services in customer retention, customer service and 

customer recovery, client renewals and customer acquisition.

Christopher Caldwell, Vice President of Global Business at SYNNEX 

Corporation, said that the company "has found a large human capital - committed, 

hardworking, loyal and qualified, which is the foundation of this industry. We believe the value 

proposition we can offer from Nicaragua complements the value proposition we offer to our 

clients from the Philippines, India, China and Costa Rica. "
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Javier Chamorro Rubiales, Executive Director of PRONicaragua, the official 

investment promoter, applauded the entrance of Concentrix to the Nicaraguan market 

explaining that "This investment not only demonstrates that the country has a talented 

workforce capable of providing these type of bilingual services but goes to show the 

confidence of foreign investors in Nicaragua. “

Source: Central America Data

Customer Launches Contact Centre in Nicaragua, Boos ting Country's Call Centre 

Services

August 05, 2010

24/7 Customer, the global leader in predictive interaction solutions, has 

opened its contact centre in Managua, Nicaragua. The company set up its 10th global 

centre to deliver voice-based inbound customer support service. Located in Accedo

Technology Park, it currently employs nearly 150 people and plans to ramp up to 1,000 

people in the next 12-18 months.

With its patent pending “predictive interactions” SaaS (News Alert) platform 

coupled with “24/7 Outperformance” framework, 24/7 Customer promises to improve sales 

& customer experience by 10 to 15 percent or more and reduce contact centre costs by 

10 percent or more for its clients.
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“The opening of the new delivery centre in Managua is an integral part of 

our global expansion plan and emphasizes our focus in the ‘Americas’ (Latin & Central 

America). Nicaragua as a country has displayed great potential to be the next 

preferred outsourcing destination in the contact centre industry,” said P V Kannan, co-

founder and CEO of 24/7 Customer. “We are amongst the first to set up operations 

here. The positive response from our clients to this region as a preferred near shore 

destination has been the key factor in setting up this new centre.”

This centre in Managua is the tenth global centre for 24/7 Customer. The 

other nine centres are located in Bangalore, Hyderabad, Guatemala City, Shanghai 

and Manila.

“The local population possesses an excellent understanding of the

American culture and there is an abundance of talented English speaking graduates --

two key factors that drive the success in the contact centre industry. We have 

successfully exhibited our ability to tap into this talented pool and generate an 

exceptional standard of customer service in Guatemala,” Kapil Rajvanshi, Latin 

American Head for 24/7 Customer said.

“In four years, we have set up two contact centres in Guatemala City 

and scaled it to nearly 2000 people. The expansion into Nicaragua highlights the 

potential of this region as a preferred destination for near-shoring,” Rajvanshi added.

24/7 Customer first entered Latin America in May 2006, with its 500 seats centre in 

Guatemala City. 24/7 Customer provides customer support services from its two state 

of the art centres to the hospitality, financial services, tech support and retail sectors in 

both English and Spanish.

Source: InContact
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Concentrix Invests in Nicaragua

Concentrix, the global service provider and absolut e subsidiary of the SYNNEX 

Corporation, announced it has established an intern ational contact centre in 

Nicaragua.

Friday, December 16, 2011

The company, located in the capital, is able to hire 60 people in its first 

phase and plans to increase the figure to approximately 200 employees next year. The 

company's operations include a wide range of services in customer retention, customer 

service and customer recovery, client renewals and customer acquisition.

The  Vice President of Global Business at SYNNEX Corporation, said that 

the company "has found a large human capital - committed, hardworking, loyal and 

qualified, which is the foundation of this industry. We believe the value proposition we 

can offer from Nicaragua complements the value proposition we offer to our clients 

from the Philippines, India, China and Costa Rica. "

Executive Director of PRONicaragua, the official investment promoter, 

applauded the entrance of Concentrix to the Nicaraguan market explaining that "This 

investment not only demonstrates that the country has a talented workforce capable of 

providing these type of bilingual services but goes to show the confidence of foreign 

investors in Nicaragua. "

Source: Central America Data
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7/18/12 - Nicaragua to build second technological park in Central America MANAGUA, 

NIC

Published on June 26th 2012

The National University of Engineering of Nicaragua (UNI, for its acronym in 

Spanish) announced the construction of the Julio Padilla Mendez Technology Park, the second 

of its kind in Central America.  Guadalupe Martinez, Executive Secretary of the National 

Council for Science and Technology (CONICYT, for its acronym in Spanish), said the 

inauguration of the technology park will be a breakthrough in development for micro and 

medium enterprises in Nicaragua.

The good news was announced during a meeting with managers of the Research 

and Technological Innovation Parks of Monterrey, Argentina, China-Taiwan and members of 

the International Association of Science Parks. The objective of building a technology park in 

Nicaragua is to improve the quality and diversification of the products of micro and medium 

enterprises, increase export levels, and promote sustainable economic development. 

Marcelino Castro, General Manager of the Julio Padilla Mendez Technology 

Park, explained that they are sharing experiences on the establishment and sustainability of 

technology parks in other countries in the region. Castro commented that the importance of 

technology parks is bringing together universities, government, business, regional and 

international organizations to generate research, innovation, and above all to promote 

technology transfer between the parts. The technology park built in the UNI campus Pedro 

Arauz Palacios, will occupy more than 8.92 hectares.

Source: Pronicaragua
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4.6. Labour Laws 

Doing Business

Entrepreneurs, foreigners and Nicaraguans alike, will find a wide array of 

investment possibilities in this country. The Nicaraguan market is characterized by 

favourable as well as unfavourable aspects, including high growth rates in certain 

sectors, increases in production and foreign investment, but also widespread 

bureaucracy and a corrupted judicial system. Nevertheless, keen entrepreneurs will 

encounter a wealth of opportunities in a country where hard work can be rewarded with 

great returns. In this special, we describe the Nicaraguan market and its particularities, 

and we outline the steps that need to be taken to set up a company in this country. 

Although part of this information applies only to foreigners, we also hope to provide 

valuable information to local entrepreneurs.

Labour Regulations

Labour conditions in Nicaragua are governed by eight international 

conventions ratified by the International Labour Organization (ILO) and the set of laws 

referred to in the Labour Code. The Nicaraguan Labour Code establishes the employer-

employee relationship, with or without a written contract.

Working hours:

•Day shift: Work undertaken between six in the morning and eight at night is considered 

a day shift. Regular day shift hours are eight working hours daily for a 48-hour work 

week. Additional work must be compensated as overtime.
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•Night shifts: Work undertaken between 8 at night and 6 in the morning of the following 

day is considered a night shift. Regular night shift hours are seven working hours daily for a 

42-hour work week. Additional work must be compensated as overtime.

•Combined day-night shifts: A combined work shift is 7.5 hours per day for a 45-hour 

work week. Additional work must be compensated as overtime.

Salaries and compensation:

•Overtime: Work outside the regular working hours is considered overtime. According to 

the Labour Code, overtime is paid double the amount stipulated for regular working hours. 

A maximum of three hours beyond regular hours may be worked, and must not exceed a 

total of nine hours per week.

•Christmas bonus: At the end of each calendar year the employee is entitled to an 

additional month’s salary (bonus). If the worker does not have a year of continued labour, 

the 13th month is calculated proportional to the months worked. Payment is due on the first 

ten days of the month of December.

•Severance: Severance pay is equivalent to a month per year worked up to the third year 

and twenty days per year up to the sixth year. Under no circumstances will the total exceed 

the amount earned in five months.

Additional employer obligations:

INATEC: National Technological Institute. Employers must pay the equivalent of 2% of the 

employee’s monthly salary. This fund is available for training workers from the contributing 

company.
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46.00%Total

2.00%INATEC (Technological 
Institute)

16.00%Social security

3.01%Holidays

8.33%Termination compensation

8.33%Christmas bonus - 13th 
month

8.33%Vacation

Gross Income

% of Ordinary

Costs for the Employer

About Benefits:

INSS: National Social Security Institute. All employers have an obligation to pay 16% 

of the employee’s monthly salary to the National Social Security Institute. Vacations

and public holidays: All workers have the right to 15 days of vacation, fully paid, for 

every six months of uninterrupted labour for the same employer. There are ten 

national holidays and an additional local holiday in Managua. These are compulsory 

holidays and must be paid to the employee. An employee working holidays must be 

compensated as working overtime.

Source: pronicaragua.org
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The judicial system

A pact between the two most powerful political parties (the FSLN and the 

PLC) has led to an ineffective judicial system without neutral judges. Public confidence in 

the fairness of this system is extremely low and corruption and nepotism often prevail 

[USA Embassy]. The Supreme Court has 16 magistrates (up from 12 in 2000).

Because of the corruption in the judicial system, entrepreneurs are generally advised to 

search alternative dispute resolutions including mediation or facilitation by ProNicaragua.

Taxes

Out of all business indicators that the World Bank uses for country 

comparisons, Nicaragua ranks worst in the Paying Taxes indicator. The 2006 rank is 153 

out of 175 countries (down from place 150). This is mostly caused by the large 

administrative burden, with 64 annual payments and 240 hours spent on average for a 

medium-sized company. Obviously a lot can be improved here.

The governmental institution in charge of collecting taxes is called the 

Dirección General de Ingresos (DGI). Lacking computerization, a smooth organization, 

and manpower, the DGI has a hard time collecting taxes. A tax paying culture appears to 

be absent, and the DGI lacks control measures to make sure all businesses and citizens 

pay their fair share. Consequently, tax evasion is commonplace.
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There are five income tax brackets, with tax rates varying from 0% to 25%. Below is an 
overview:

25%40,000and up300,001

20%20,000300,000200,001

15%5,000200,000100,001

10%0100,00050,001

0%050,0001

tax ratebase tax (C$)to (C/$)From (C/$)

Latest information regarding labour laws

Nicaragua Labour and Laws

Education:

Being education one of the pillars of the National Human Development, the 

government declared elementary school and high school a gratuitous and mandatory 

service for all children of six years of age and over.

In August 2009, when the country reduced its illiteracy rate down to 3.56%, the UNESCO 

certified and declared Nicaragua illiteracy-free, under the international standard minimum 

rate of 5%.

There are 48 universities, three of which are bilingual (one is fully accredited 

by the US), 113 technical institutes, and five bilingual high schools. In 2008, these 

universities injected approximately 19,000 professionals into the labor market. Nicaragua 

continues producing experts in international business management from the original 

campus of the prestigious INCAE, the business administration Master Program affiliated 

with Harvard University, and ranked as one of the best of Latin America.



265

Labour:

The country’s labour force is approximately more than two million 

people. Eighty percent of the population is under 39 years of age. Nicaragua''s labour 

force is widely recognized by investors for its high productivity and an aptitude to learn 

quickly when suitably trained. In Nicaragua, several recruiting and employment 

agencies specialize in the selection of highly qualified and readily available 

professionals, who are fully bilingual in English and Spanish and are properly 

referenced by former employers.

In its Labour Market Risk Index, the Economist Intelligence Unit

positions Nicaragua as the second country in Central America with the greatest labor

market stability in 2010, stemming from low levels of absenteeism and rotation 

reported by different companies surveyed locally.

In order to provide a larger degree of predictability to companies 

operating in Nicaragua, in March 2009, the government, unions and the private sector 

created the Free Zone Tripartite Labour Commission as the entity in charge of solving 

labour disputes. It was also agreed that during the 2009-2011 period the Free Zone 

sector would adjust the minimum salaries by 8% in 2009 and 12% in 2010. For 2011, 

all salary would be adjusted according to the severity of the international economic 

crisis.

Laws:

According to the Art. 15 of the General Regulation of the Social Security 

Institute of Nicaragua (INSS, for its acronym in Spanish), the amount retained from the 

employee’s salary is 6.25% and the employer must contribute 16% of this salary to the 

social security regime. Employees that are affiliated to the INSS, immediately become 

2% contributors to the National Technological Institute (INATEC, for its acronym in 

Spanish).
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Employee benefits include 15 continuous days of paid vacations for every 

six months of uninterrupted work. 30 days of vacation per year and an additional 

month’s worth of salary for every year worked, paid before December 11th. Employers 

are obligated to give the following national holidays, as paid rested days: January 1st, 

Easter Thursday and Friday, May 1st, July 19th, September 14th and 15th, December 

8th and 25th and only for Managua, August 1st and 10th.

The maximum work shift for an employee is eight hours during the day 

shift, seven hours during the night shift and seven hours and a half during the mixed 

shift. The limit for extra hours is 3 hours a day, 9 hours a week.

The minimum payment required by financial entities that operate in the 

country will be determined by the average monthly balance at the closing of the 

previous period and total deposits presented by liabilities in the institution’s balance.

Source: Foreign Direct Investment Centre 2012


