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I. HIST RJCAL BACKGROUND

1. The first induwstrial installation for the trancformation of plastic

naterials in Panumé was established just after the end of World War II.
llowever, this pioneering effort Cid not lust long, and the injection plant

closed its doors nfter & few monthe of operation.

2. Later on, new planta were installed, but it was not until about ten
years ago when the industry came into a high level of production with a
wide range of plastic goods,

II. PRESENT SITUATION

3. Today, there are sixteen plants producing plastic goods. Some of )
thzse plents are highly wechanized while many of them are still utiliiing
processes outdated with regard to the modern techniques applied elsewhere.

bk, However, there ic a great enthusiasm and interest in expanding and im-
proving the quality of the plastic production among the young entrepeneurs
vho in most cases are in charge of the plastic processing plants in Panach.

5+ The plastic industry in Panami includes plants utilizing the processes
of mwolding, extrusion or injection. Machinery and tools are imported as

well as the raw materials, while the vechnical know-how is provided by the
suppliers of machinery and raw materials. A few plants have their own ma-
chine shops for tbe production and/or reconditioning of second hand dies,

6. In some instances, the polyme- is imported in its basic form and the
local plant then processes it uvntil a compound ready for production is
obtained,

II. 1 TYPE OF PRODUCTS

The local plastics industries produce the following products:
For Household Use

7« Tableware, pails, dishes, pans, table pads, hangers, combs, containers,
dishes, ornamental trays and ornaments in general,

For Industrial Purposes

8. Poliethylene bags, cellophénes bags, beer and soft drink cases, bottles




apd containers.

For the Construction Indusiry

Ge Pipes for drinkinpg water, electricity, drainage and ventilation; panels,

For Various Usas

10, Kefrigeration tanks, water tanks, gasoline tanks, palls, belts, luminous

comnmercial nigns, toys.

1. 2 FRODUCTION CAPACITY
11. 7The iocal plastic industry has a maximum procduction capacity ol 2,300
metric tons per montih. However, at ths nresent time, the existing plants
a.e processing only about 700 tons of plastic materials per month, which re-
presents 31% of the installed capacity.

12. At each individual piant the maximum utilization of the installed capa-
city varies from 25% to 60k.

II. 3 LABCK
13. At the present time, the plastics industry in Panama employs a little

over than 500 workers.

14. In general, theee workers iack training in this field. However, many
of them are benefi ing from on the job t. i1ining programe .arried out by for-

eign instructors contracted by czome of the interested local plants.

I1. 4 RAV MATERIALS
15, Since there is no petrochemical industry in Panumf, almost all the raw

materials required for the procducticn of plastice products is imported,

16. The imported raw materials consist weinly of the following products:
Polyvinyl Chloride (PVC), Tolyesthirene, Folypropylene, Polyethyleme, acrylic
plastics, polyvinyl acetste. These materials, as well as the macainery and
equipment for the plastic plants, are i1aportind from the United States, Japan,
Europe, Colombia and Coota Rica,

17. Recently, two of the existing piants have gone one step further, by im-

porting the PVC resin, in powder form, which is then stabilized and plasti-
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cized until a ¥VC compound cuitable for the production of plastic products
ie obtazined. 1In this way, the raw wmetoriel can be used directly in powder
form, saving Lwo or three cperaticns and irn consvquence reducing production

costs. A third plapt ic also considering the introduction of this Bystem,

Iile FROJZCTTCN CONJUNSTION CF FLASTIC
PRCDUCTS IN PANAMS UNTIL Yoil 1980
18, The upparent consumption of plastic materials is determined by their
importe, aither as raw nmateriale for the local plastic industries or as fi-
nished products. At the present stoge, the exportation of plastic products

could be considered negligible for statistical purposes,

19. Based on statistical data, it is hard to forecast the consumption of
plaatic products in the coming years, because this is a substitution waterial
in traditional products. There are several fields where the utilization of
plastic products could be advaatsgeous i7 their prices were competitive, In

the meantime, these fields remain as potential markets.

20. An optimistic estimate of the future censumption of plastic products
could be based on the scumption that the present increase rate of per capita
consumption of these products will remain at the same level in the coming

years,

27. The above mentioned assumption could alsc be based on the following
facts:
a) Population Growth: From 1960 to 1970, the population of
Panama grew at a rite of 3.3% per year. This means that in
the yoar 1980 there will be an increase of 40% in the num-
ber of potential consumers.
b) Standard of Living: The rate of growth of the national gross
product is 4,5% per year,

¢) The substitution of traditiona) materials such as wood, me-
tals, cemont, e¢tc., by plastics, as well as the combination
of these materials with plastics. ‘wWhile the per capita con

aumption of plastics shows a growth rate of 19.5% per year,




steel is orly 9.85. (See Tables II,{1X, IV and V).

In 1965 the consumption of steel, by weight, was more thaun seven times the

consumption of plastic materials. 1t is expected that in 1980 this ratio
will be only “.22.

d) New applications for plustic products: The total ~onsump-
tion of plestic products in 1971 was slmost 3.5 tmes mors
than in 1965, It is expected that in 1980 the conmcumption
of plastie products will be three times more than in 1971.
(See Tables 1I and 1il).

It is expected that the per corite consumption of plastic
products will increase from 8.5 kilogrummes in 1971 to b2.1

kilogrammes ia 1980.

IV, MAJOQ I’ROBL:IMS

Adaptation of Technology

é2. DBecause of their limited recources, the locsl plastic plants cannot af-
ford to establiashed research programs to develop new techniques or the adap-
taticn of the existing technology. Meny industrialist have reported problems
in adapting imported technology due to the difference between the local en-

viromental and atmospheric conditinns and those oi the supplier country.

Limited Market

23. The reduced local market is determined, mainly, by the reiatively small
population of the country. Therefore, in order to operate above the break-
even point, only enterprises of certain minimum size with a diversified pro-

duction can he estabLlished in most cases.

24, Some plants are fac:ng difficulties because they wsere estublished on the
aceumption of an easy auceas to the export market as a potential outlet for
their products, However, they wivsed the fact that in many countries imports

a.v regulated by internutional agreements.

Lack of Trained Personnel

25. The most common problem found in this industry is the shortage of teche
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niciuns and skilled workers. FEech enterprise hos Lo train their own work

ers.

Consumer fFreference

28, 1n spite of higher prices for imported plastic products and the svail-
abilicy of local produced plastic commodities of similar quality and better

prices, there ic a tendency amcn¢ the consumers to buy imported goods.

2%« The above described sjituation is due, at leuast i1n part, to the fact
that the plastic industry iu Panama is relatively young and ia some inatan
ces hus ant developed yet the uecessary skill to produce gooda of the same

quulity and finish of those ingorted frouw highly developed countries.

.

8. Ip order to collaborate in the solution of some of the above mentioned
factors which retard ocur irdustrial deveiopment, the Government has enacted
un Industrial Investment Inceptive Law, This Law srants, samrrg others, the

following privileges to the qgualified Rnterprises:

a) Exemption in the payment of duties on imported machinery,
equipment and raw materials,

b) Exemption in the puyment of Income Tax on profits
obtained from the exportation <t their products.

c) Tariff protection against the competition or dumping of

imported r.cducts,

V. TECHNICAL ASSISTANCE

?9. As mentioned before, there is a lack of techuiciane and skilled workers

for the plastie industry in Papama. On the other hand, this industry has

5 ercountered some difficulties in adapting new technologies imported from

© T I i
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h:ghly developed countries,

30. Although many »f these plants receive sporadic technical assistance from

taeir suppliere of maeciinery, equipment and raw materials, there is a large

; need for a more forma! program of technical a8cistunce, advise and training

iior the plastic industry.

©5%. At the techniciun level ;i wcunid be very useful to have a program cover




ing the techniques for selecting ard adapting imported technologies more

suitable to the local conditions,

37, Further more, at the production level, a training program for super-

visors is most desirable. Sueh a program should include the basice of
plastic raw materials, muchinery and equipment operation and waintenance,

material handling and quality control.

33, After these two briefly described programs have taken place, then each
participating plant could orgenize their own training programs for taeir
workers, either by themselves or under the guidance of an international

expert, if possible.

VI. FERSPECTIVES OF THE PLASTIC INDUSTRY
IN PANAMA

34, If we take into consideration that the plastic industry bas a better
potential for growth in the fields of the construction industry, furniture-
making and shoe-making, then a carcful apalysis has to be mude with regard

to its overall effect on the rational economy.

35. In this cense, when considering the industrial uses of plastics in the

above mentioned fields, the following points should be taken into account:

1) This industry is based on raw materials which are not
produced in this country, and in view of the present
conditions it cannot be expected tc be produced locally
in a short or medium torm. This without mentioning the
highly techuvlogical development required for the produc-

tion of plestic raw mutcrials.,

2) The utilizatiorn of plastic raw materials requires 8 mass
productior technology and the uie of automatic machinery
and equipment in most cases. ln other words, it is a ca-

pital-intensive industry.

36. On the other hand, with regard to the situation of the locally produced

raw materials for tie consiruction, furniturc-muking and shos-making indus-
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ftriea, as well as of the libor force, the following aspects should be
" considered:

a) Through & proper development policy, tais country can
produce the necessary raw materials to supply industrial
needs in the areas of cement and agrepgates, wood, skin
and hides.

b) Being capital-intensive, the plastic industry offers
relatively limited employment opportunities for the

labor force,

: 37, The plastic industry should be oriented toward those areas where it can
" add more positively to the deve.opment of the n»tional economy. Some of
! these areas could be identified in the industrial production of containers,

: packing and publicity materials.

38, Another possibility where the plastic industry could have a positive
effect on the national economy is through the combination of plastic mate-
rials with locally produced iteme of a traditional nature thus affording

. more versatility to the latter instesad of completely substituting them,
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TABLS II

CONSUMPTICN OF PLASTICS FATERIALS

YZAR APPARAY  CONUMPTION CUNSUMPTION PER CAPITA
—_— MeTRIC TUNS Kilograms/Person

1965 36C6, 29

1966 4511 , 3¢5

1967 5244, 39

1968 7365, 5eb

1969 7929, 546

197 10347, Te2

197 12459, 845




TARLE I1l

PRUJECTICN CF DEi ANu FOii b ASTISS MATLRIALD

YEAR APPA 4T CONSUFPLION COR3UCPTION PER CAPITA
Metric Tons (1) Kg/Person (1I)
-—— -
1972 15318 10,1
X973 18834 12,1
1974 23156 145
1975 W0 173
1976 35C04L 2.6
1977 43037 2447
1978 52915 255
1979 65C53 3542
1 1980 79989 42,1
(1) Criterlay Groutr vate of 22.95% per vear .
(I1 ) Critariaj Grouth rzte of 19,54 per y=arls




YEAR

1965
1966
1967
1968
1969
197

TAMLE IV

CONSUMFTTON (% STurl

APPA il CUNS FLUICN
Metric Tons

27930
23941
33774
37557
38C82

CUNSUPTLUN PuR CAPITA
Kg/Person

h
{
1
i
F
i
i
i
1
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PROJECTION OF THi UEMAND FOit S7 sl

-

YEAR AFTARLI. COadlvpr oy COWIu M TTUN FER CnPI%A
Metric Tons {IIl Kg/Person (Iv)
1971 45033 Lo/
1972 50024 33.3
1973 54301 5.2
1974 59079 37.2
1975 64196 39.4
1976 69762 41.6
1977 75810 Lhel
1978 82383 Lbeb
1979 89525 4963
1980 97237 5242

(III) Criteria: Grouth rate of 8,67% per vear.

(Iv) Criteriat Grouth rate of 5,8: per year,
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