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1 Background

This document presents a synthesis of the Sustainable Tourism Master Plan 2007-2020, prepared
by the firm TOURISM & LEISURE and promoted by the IPAT and the private sector of Panama, with
the funding of the Inter-American Development Bank (IADB), and the support of the World Tourism
Organization (WTO) and the United Nations Development Program (UNDP).

The Government of Panama, in the frame of the Government Plan and the Strategic Vision for
Economic Development and Employment towards 2009, has established five pillars in the areas of
economical and social policies:

Reduction of poverty and improvement of the income distribution
Economical growth and employment

Improvement of Public finances

Development of human resources

Reform and modernization of the State

The Panama Sustainable Tourism Master Plan 2007-2020, faithful to the public governmental
policies, contributes in the compliance of the objectives established in the Government Strategic
Vision. A summary of the diagnosis of the tourist structure in Panama, and the strategic and
operative lines defined in the Sustainable Tourism Master Plan, is hereby presented.

2 General [agnosis of Tourism in Panama

As a set up for an adequate formulation of the Master Plan, four aspects of the tourism position of
Panama have been analyzed: tourist offer, tourist demand, infrastructures and transportation,
institutional and legal.

2.1 Tourisn Offer

In the area of tourist offer, Panama presents the following strengths and weaknesses:

Strengths:
The Panama Canal as unique attraction with worldwide projection.
The wealth and diversity of natural resources, including several protected areas.
The mixture of cultures (indigenous, urban, rural) in a small geographic area.

Strategic position of Panama: isthmus condition, bordered by two oceans at a short
di stance, extensive coast profil e, fiCari bbean
and South America, hurricane free coasts.

Weaknesses:

Tourism model of great concentration of the offer, and tourism investments in a limited
number of destinations within the country where the investment in tourism development of
the City and the Panama Canal is prioritized over the rest of the country.

Lack of quality accommodations in destinations with tourism potential (Kuna Yala, Darien,
Veraguas, etc.)
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Unfavorable competitive conditions in regards to Human Resources training (operative,
management, marketing, development of projects and companies, etc.); the tourism
regulatory frame; and employment generation in the area.

Competition in tourism interest spaces with the speculative purchase and the real estate
residential investment and development.

Lack of strategies for the arrangement of tourism development models (residential tourism,
resorts, integral planning of new destinations, recovery of tourism patrimony, management
plans in protected areas, etc.).

2.2 TourisnDemand
In regards to tourism demand, Panama presents the following strengths and weaknesses:

Strengths:

Geographical closeness to important markets such as the U.S.A., Canada, Mexico, Costa
Rica and Colombia.

Excellent competitive conditions as for growth forecasts of the area, vi s i kwelraos 0
expense, and business environment (financial international center).

D e ma n ce&eptiop of Panama as a generally safe country.
Weaknesses:

The lack of a consolidated tourist image beyond the generic positioning of the Canal, and
the scarce knowledge of the country resources in the international markets.

The lack of a clear competitive product development strategy.
The slight development of internal tourism.

2.3 Transport and Infrastructures

In the area of transport and infrastructures, Panama presents the following strengths and
weaknesses:

Strengths:

Tocumen International Airport as the main aerial International entrance, due to its location,
relevance and dynamism.

Weaknesses:

The lack of a compact network of infrastructures in terms of highways, maritime, air, and
infrastructure maintenance to ease accessibility, communications, to benefit national and
international tourism, such as: deficient road infrastructure and the lack of quality public
transportation at an acceptable price, adef i ci ent c onfrasttuctwye fdi ptermame o
tourism transportation (Atlantic Coast, Indian reservoirs, national parks, islands); lack of
maintenance of infrastructure and basic utilities in the traditional and potential tourism areas.

Business and institutional barriers for development of international air transportation at the
Tocumen International Airport (new airlines and routes), and for the internal distribution of
foreign visitors (lack of air domestic connections).

The deficient infrastructures of national airports, such as the planes that fly the domestic
routes.
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2.4 Institutional and Legal

The following are Panama’s institutional and legal strengths and weaknesses:

Strengths:

Increasing g o v e r n nparticipdiien in the development of sustainable tourism (will to
organize tourism planning, issuance of legal regulations that provides tourism development,
access to public and private investment for infrastructure and basic services).

Weaknesses:

Lack of tourism and patrimonial management systems engaged in promoting types of
tourism (cultural, nature, etc.).

Lack of strategic and operative integration for marketing management, planning and
development within IPAT/ATP.

Lack of a private and public solid initiative to undertake actions for promoting tourism in the
Republic of Panama.

The inexistence of a Tourism Satellite Account and a Tourism Industry Observatory, which
will allow the measurement of the real impact of tourism activity on the economy of the
country, and will also allow track the evolution decisions taken in regards of tourism activity.

Lack of regulations for the different activities developed in the tourism industry.

The inability to accomplish an effective SINAP (Protected Areas National System)
integration in the development of national tourism.

The results of the above diagnosis are the start point for the Master Plan, being the keys for the
definition of goals, strategic guidelines and actions.

3 Strategic Approach and Plan of Action

3.1 Objectives and Goals of the Master Plan

The Master Plan includes, as a starting point, three strategic groups of objectives which have been
defined during the work process:

Country Objectives

To produce economic and social prosperity for Panama through the development of
domestic and international tourism.

To distribute and decentralize the socio-economical development, generating employment,
new businesses and developing tourism in potential tourism destinations in Panama

To position tourism as a sustainable development tool for destinations as well for the whole
country, based on three pillars: social, environmental and economical.

Institutional Objectives

To strengthen the sustainable tourism role, and the complete maintenance thereof, from and
to all the levels and actors involved (domestic and international), to optimize the results
obtained from the perspective of integral sustainability.

To regulate the development of tourism and related activities, in order to ensure tourism

integral sustainability. Mayra Obando Arango
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To attract domestic and foreign investment to develop sustainable tourism in Panama, as an
added value for the country, and as a mechanism for supporting poverty reduction.

To optimize the collection and management of Panama tourism developing and marketing
funding sources.

Product and Market Strategic Objectives

To produce and develop feasible tourism products and services within the country side of
Panama, using an integral sustainable criteria.

To optimize, adequate and strengthen tourism offer of destinations under tourism models
suiting the requirements and preferences of the different goal-markets for each tourism
product to be developed.

To enforce high quality standards for labor force engaged in tourism operations, services,
business and management.

To increase the arrivals, stays, sleepovers and average expense of visitors arriving from
existing and emerging markets.

To produce and allow the development of movement distribution of visitors towards
destinations all over the country, and to consolidate a critical mass of volume, stays, and
average expenses.

To generate and distribute domestic tourism movement of residents in Panama, as a tool for
the decentralization and development of minor destinations.

To count with strategic and operative tools for the promotion, communication and marketing
of tourism products that will effectively project them towards domestic and international
tourism market.

These objectives have set the starting point for the production of strategies and scheduling of the
Master Plan, and set the definition of the goals to be reached with the Plan. The quantities goals
can be measured and must be monitored during the execution of the Plan. The minimum goals to
be reached in 2020 are the following:

TOURISM&! E J
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Master Plan Strategic Goals

Objective 2020 CAGR*(%)
\ Goals for countrylgjectives
\ Tourism VA to PIB | 4.2% I 10% | 6,9
\ Distribution factor** I 1.25 i 1.68 | 23
Totaltounsme_mp_loyments (direct and 99.459 382557 10,9
indirect)
\ Goals for institutional objectives
N~ Functional and centralizec| Product management organiz
Internal Reorganization of TAP Organization and decentraior NA
Tourism regulati@yarding its
Tourism Regulation Without specific regulatior activities, products and NA
destinations****
FONATUR and Financing System Without specific system .FONATUR reguiatiand NA
financing access mou&t
\ Goals for market objectives
Canal zone: 63% Canal zone: 33% Canal zone: 7,0
Demand volume distribution (sleepove Coclé: 30% Coclé: 37% Coclé: 14,2
The rest: 8% The rest: 30% The rest: 24,6
\ International sleepevs I 2.400.000 i 10.900.000 | 12,4
\ Internal tourism sleepovers || 559.000 i 2.400.000 | 12,2
\ International arrivals I 842,000***+* i 2.100.000 | 7,4
\ Domestitourism movements || 185,000+ I 352.000 | 5,1
‘ Average stay H 2.88 days H 5.39 days ‘ 4,9
\ Goals for product objectives
Creation a_nd strengthening 4 products 12 products NA
of tourist products
\ Training Centers I ND i 100% qualified | NA
\ Professionals I ND I 80% qualified | NA
Indeancommunitieengaged iftourisn ND 100% trained NA
activity (60% in 2014)

* CAGR: Compound AnBGualvth Rate

** Average N° considered of different destinations where a tourist stays in Panama
*** Objective to be attained in 2010

*++* Regulation for activities and products in 2014 and destination regulation in 2012
*xx FEONATUR regulation in 2@d@amcingaccess model in 2011

wkxx Estimations adjusted according to IPADeudestieatidiotels, 2008

NAI Not applicable

NDi Not available

Sourceown productioh&L 2008.

3.2 Master Plan Stratediutline

The Master Plan defines five strategic lines over which all the actors of the Panamanian tourism
sector, in coordination with the IPAT, should focus their attention towards the year 2020. The
appropriate practice thereof shall outcome in reaching the above defined objectives and goals, and
in consequence to support the achievement of Country Objectives.

The five strategic lines proposed in the Master Plan are:
Improvement of the country access
Development and consolidation of tourism destination products

To increase the knowledge and intention to visit Panama

. . .. Mayra Obando Arango
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To establish an effective control system

3.2.1 Strategy ltmprovement of Country Access
The Master Plan includes the following measures to ease the arrival of international tourists to the

country:

Air Access Improvement:

The first stage, covering all the term of the Plan, proposes to focus on the improvement of
one airport handling domestic and international flights, in order to ease the distribution of
tourists towards their respective domestic destinations (hub model). This hub shall be
preferably established at the Tocumen International Airport and otherwise, in an alternate
airport.

The second stage, which is temporarily out of the scope of the present Master Plan until the
volume of arrivals to the country make its development possible, proposes the feasibility
study of airports in the ¢ 0 u n tmaiy destinations.

Land Access Improvement:

It proposes the improvement of land infrastructure, allowing access to the boundary
highways connecting the country with Costa Rica. The Plan does not include creating an
infrastructure that allows the land connection with Colombia.

Marine Access Improvement:

It proposes the development of port and sport marinas net, that will allow the access of
pleasure boats either arriving from the Caribbean or the Pacific Coast.

It proposes to build new cruise ship port facilities, and the improvement of the existing
facilities, as to facilitate the development of joint actions with operator companies to
increase cruise ships traffic and disembark for tourism activities within the country.

3.2.2 Strategy 2: Development of Products ams$@imlation of TourisiDestinations

Panama will develop a competitive offer of products that allows the achievement of the Plan
objectives. The Master Plan provides the development of 12 tourism products, each one of them
with a specific performance priority, whose competitiveness will be marked by the planning and
investment made.

TOURISM&! *k JRE
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Type of Product Type of Performance

Business Tourism/ MICE

(\///]

INSTITUTO

DE TURISMO

Organization and

Shopping Tourism immediate investment

Sun and Beach Tourism
Cruise Ship Tourism Immediate investment

Ecotourism

Active/Adventure Tourism

Immediate organization,

Investment as soon as
possible

Nautical and small Cruise Ships
Tourism

Sport Fishing Tourism
Wellness Tourism

SHETIE TUE Immediate Organization,

Cultural TourismiCommunitarian| Investment according to
] ) the opportunity
Agricultural tourism

The tourism products shall be developed for specific destinations in the Panamanian territory. The
Master Plan proposes, for such purpose, to differentiate between 8 tourist regions that, in turn, are
composed by 26 tourism destinations, each one with a particular form in regards to the development
and expression of the tourism product to be developed.

Regions and Tourist Destinations of the Panama Sustainable Tourism Master202(

Tourism Regic1 Tourist Region

Bocas del T¢ Campari Chic- valle de Ant
Changuinci Nasii Ngob - Terib Costa Pacifi

Chirirqui Grari Ng6b - Valient®eninsu Penononi El Cog- Nat:
Tourist Region Tourist Region

Volcan Bai CerriPunt:- PIL/

Boquei- Calder City of P'anal

o Las Perl:
Golf of Chiric Puerto de Co
Communities Ng 7 Bugl
Tourist Region Tourist Region
Costa Caribe Vera¢
San Francis- Santa Fi Calobr Portobe - Santa Isat
Golfo de Mon - Mariat El Porveri Cart
Pacifico Vaguens - Soni La Mi¢i Puerto Obal
Coib.
Tourist Region Tourist Region
Oct- Santa Maii Parit.i Chitr Tuir.
Las Tablas, Sto. Dori La Palni Guarat Sarr'1b

Pedasi Tonos

The way in which the tourist products overturn in the regions, is visualized in the following map:

Mayra Obando Arango
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Fuente: elaboracién propia. T&L 2008.

Measures oriented to accomplish the effective rendering of services to the demanded tourism
vacation experiences are proposed for the development of the products and the consolidation of
destinations. These series of measures must arise from the effort of the public administration and
from private initiative, as well as from the coordination thereof.

Development of offer and tourism services:

Development of the offer directly related to the tourism activity (hotels, restaurants,
entertaining, etc.).

Development of transportation and basic services infrastructure:
Development of basic services (water, electricity, sanitation, etc.)

Development of transportation infrastructures and services (road net, regional airports,
urban transport, etc.)

Development of Labor for tourism activity:
Sensitize the population in regards to tourism

Training of population to be employed in the tourism activity

3.2.3 Strategy 3: Increase of knowledge and intention to visit Panama

The Marketing Department of IPAT has carried out for some time a very active promotion of
Panama as a tourism destination. The Master Plan proposes to continue the labor that has been
done with the objective of increasing the knowledge and the intention of visiting the country.

The management and promotion efforts must be centered on the markets with major tourism
potential for income production in Panama.

Mayra Obando Arango
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