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Panama won the geography lottery. The narrow isthmus linking two continents and separating two
oceans gave the country an advantage few competitors can reproduce. For more than a century, the
Panama Canal has converted that location into global relevance. But geography, however favorable,
does not guarantee prosperity forever. Panama's next challenge is to capture more value from the
trade that already passes through its territory.

The country is a first-tier Latin American logistics hub but only a second-tier production location. It
excels at moving, storing, financing, consolidating, redistributing, servicing and managing goods
made elsewhere. Its opportunity over the next decade is to build more high-value activity around
those flows: regional inventory management, specialized packaging, assembly, testing, repair,
remanufacturing, e-commerce fulfillment, and pharmaceutical and medical-device distribution.

Put simply, Panama must evolve from a place where goods pass through into a place where
value is added to them.

A platform few countries can match

Panama begins with an extraordinary platform. The Canal connects Atlantic and Pacific shipping
networks within a compact ecosystem of container ports, highways, rail, airports, free zones and
warehouses. The World Bank's most recent Logistics Performance Index gives Panama a score of 3.1,
ahead of most Latin American economies and particularly strong in infrastructure. This is more than
a transportation asset. It is the foundation for a broader business model.

The Colon Free Zone expands that model by giving Panama a large merchandise distribution
platform. It is especially valuable for serving the many small and medium-sized markets of Latin
America and the Caribbean, where maintaining separate inventories in every country is costly and
inefficient. Companies can consolidate products in Panama and replenish markets across the region
as demand changes.



Maersk's logistics facility at Panama Pacifico illustrates the opportunity. Opened in 2025, the center
was designed to serve markets in Latin America, North America and Asia by using Panama's ocean
connections to centralize inventory and regional distribution. This is precisely the kind of activity
Panama should seek to multiply: not merely moving containers, but managing what is inside them
and where it goes next.

Panama also offers a platform for managing companies, not only merchandise. The Multinational
Company Headquarters regime allows international corporations to establish regional operations that
serve subsidiaries and affiliates across multiple countries. More than 170 companies have reportedly
established operations under the regime, including Procter & Gamble, Dell, 3M, Samsung, Philips,
Maersk, Nestle and LG. Copa Airlines and Tocumen International Airport add unusually strong
regional air connectivity, while dollarization reduces exchange-rate friction for international business.

Together, these assets create a powerful proposition: canal, ports, airport, free zone, warehousing,
regional headquarters and a stable currency in one location. Few countries in the hemisphere can offer
that combination.

The value Panama leaves on the table

Yet Panama remains much better at moving goods than producing or transforming them. Containers
frequently enter and leave without generating substantial Panamanian value added. The country has
fewer manufacturing clusters and less technical depth than major regional competitors. It also faces
shortages of skilled technicians and engineers, uneven domestic transportation, and insufficient
integration among customs, ports, shipping lines, airports and logistics providers.

That gap suggests a more useful question than how many containers Panama handles: how much
economic value does the country capture between the moment a shipment arrives and the moment it
departs? The answer depends on the services, skills, technology and productive activity attached to
each shipment.

Consider the possibilities. Products can be assembled, labeled, packaged and customized for different
national markets. Industrial components can be tested, repaired or remanufactured. Pharmaceuticals
and medical devices can be stored under specialized conditions and distributed rapidly across the
region. Spare parts can be positioned closer to customers. E-commerce orders can be fulfilled from a
central location. Data, finance, insurance and inventory-management services can accompany the
physical movement of goods.

These activities do not require Panama to become another Mexico or Brazil. Nor do they force a false
choice between manufacturing and services. They represent a development model built around
Panama's distinctive strength: adding layers of high-value services and selective production to the
flows its logistics platform already attracts.

The next advantage must be created

Turning that opportunity into a competitive advantage will require deliberate action. First, Panama
should target a limited number of activities in which its logistics platform matters most, including
pharmaceuticals, medical devices, industrial spare parts, e-commerce fulfillment, repair and
remanufacturing, and customized regional distribution. Investment promotion should focus on
complete business ecosystems rather than isolated firms.



Second, the country must build the technical and managerial capabilities those activities require. That
means expanding training in logistics technology, customs compliance, cold-chain management,
automation, mechatronics, quality control, maintenance and data analytics. Incentives to purchase
equipment will accomplish little if firms cannot find the people and integrators needed to deploy it
effectively.

Third, Panama should make its logistics system function as a single digital platform. Customs, ports,
the Canal, airports, free zones, shipping lines and warehouses should exchange information more
seamlessly. Faster, more predictable clearance and real-time visibility would reduce inventory and
delay costs, making Panama more valuable to regional supply chains.

Fourth, Panama must protect the reliability of the Canal. The drought-related restrictions of recent
years revealed a fundamental vulnerability: the country's greatest geographic advantage depends on
water. Water security is therefore not simply an environmental issue. It is a core economic and
competitiveness priority requiring long-term investment, credible governance and careful
coordination with communities.

Finally, Panama must preserve institutional stability around strategic infrastructure. Disputes
involving port concessions and intensifying competition over critical trade routes remind investors
that logistics assets are also geopolitical assets. Transparent rules, predictable contracts and
confidence in public institutions are essential to converting location into long-term investment.

A choice not a destiny

Panama's growth prospects remain attractive, but its future competitive position is not automatic.
Other countries, including the Dominican Republic, are investing aggressively in logistics,
manufacturing and export services. Nearshoring will create opportunities, but companies will choose
locations that combine connectivity with talent, resilience, speed and regulatory predictability.

Panama has the geography. It already has much of the infrastructure. It now needs to deepen the
capabilities that turn circulation into value creation. Maersk demonstrates the potential of regional
inventory and distribution; Procter & Gamble illustrates the value of regional management;
Caterpillar and other industrial companies point toward opportunities in parts, maintenance and
supply-chain support. The strategic task is to connect and scale these models.

Joseph Brodsky wrote that geography blended with time equals destiny. Panama's geography gave it
a remarkable opening, but destiny will depend on what the country does with this moment. Its next
competitive advantage will come not from moving more of the world's containers alone, but from
doing more with them while they are there.
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