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Information exchange to promote tax transparency is being relied upon to 

repatriate lost tax income and regulate global finance. This case study explores the 

U.S.-Panama Tax Information Exchange Agreement (TIEA), which was signed in 

November 2010. My thesis addresses why Panama negotiated and implemented a 

TIEA with the U.S., which represents a departure from Panama’s history of legally 

enforced bank secrecy. It explores the implementation process and associated 

challenges at the micro level from the Panamanian perspective. 

This evaluation analyzes how such agreements promote information exchange 

between two jurisdictions with different political cultures and economic objectives as 

well as conflicting tax codes designed to promote divergent national interests. The 

interviews provide a Panamanian perspective of the TIEA to address its implications 

and significance for Panama. They offer insight into the challenge of changing accepted 

business practices in an economy that employs legal norms contrary to the interests of 

larger economies. This case serves as an example of the ongoing changes in 
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international tax administration and enforcement initiated by the Organization for 

Economic Cooperation and Development (OECD) and large, developed economies.  

I have concluded that the U.S.-Panama TIEA was implemented to achieve 

removal from the OECD Gray List, obtain U.S. Congressional approval of the Panama 

free trade agreement and enhance Panama’s attractiveness to foreign investors by 

introducing greater legal certainty. Similar to other tax treaties that have recently 

emerged, the TIEA imposed new legal standards on Panama to exact tax information to 

deter tax evasion, thereby strengthening the business environment. 
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CHAPTER 1 
INTRODUCTION 

On November 30, 2010, the United States and Panama signed the U.S.-Panama 

Tax Information Exchange Agreement (Brand et al., 2010). Broadly defined, a tax 

information exchange agreement (TIEA) is a legal instrument that allows for the mutual 

exchange of tax-related financial information between countries irrespective of domestic 

laws. This agreement grants authorization to Panamanian authorities to respond to 

requests from U.S. authorities for information related to tax administration and criminal 

tax investigations. Panamanian authorities may also request tax-related information 

from the U.S. The TIEA was a landmark for Panama, a country that had opposed such 

information sharing agreements by adhering to the strict bank secrecy laws embedded 

in the nation’s legal framework. It was alleged that such secrecy allowed for the 

commission of crimes related to tax evasion, money laundering and other fraudulent 

international financial practices; yet, it also contributed significantly to Panama’s 

development as an international financial center (Arce, 2009).  

Increases in banking oversight and tax law enforcement precipitated vocal 

criticism of offshore financial centers considered to be tax havens. International financial 

regulation has become a subject of debate as a result of the global financial crisis. Many 

countries, particularly those with developed economies, have been trying to balance 

their budgets by reducing debt and increasing income to strengthen their national 

financial position (Batker et al., 2009). Repatriating revenue by expanding the nation’s 

tax base has been looked to as one approach to ameliorate this situation. The U.S.-

Panama TIEA was negotiated and implemented within this context. This raises 

questions about whether such agreements are designed to promote transparency or 
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assist developed countries in broadening their tax bases. This uncertainty regarding the 

intended purpose behind the U.S. TIEA may have important consequences for Panama.  

Problem Statement 

The recently implemented TIEA with the U.S. is significant for the Panamanian 

banking sector given its tradition of bank secrecy laws, which has shaped Panama’s 

legal norms and financial practices. This study will investigate what motivated Panama 

to enter into a TIEA with the U.S. and examine the agreement’s legislative implications 

for Panama. This evaluation will assess the value of such international tax agreements 

in facilitating information exchange by analyzing the limitations and challenges 

associated with the TIEA’s implementation. I hypothesize that Panama entered into a 

TIEA with the U.S. to protect its economic interests and reaffirm its political relationships 

with those nations that conduct significant business with Panama.   

Significance 

Tax treaty proliferation has attracted scholarly attention to its impact on the global 

business environment. This case study addresses a particular style of international tax 

agreement that has been implemented by the U.S. with great frequency, and 

increasingly by other countries. While considerable research has analyzed Panama’s 

financial infrastructure and its role as a tax haven, the impact of the TIEA and its 

divergence from Panama’s past practices has not been explored in depth. Drawing on 

the perspective of professionals operating in Panama will be informative concerning the 

TIEA’s effect on the local business environment and in developing an understanding of 

this agreement’s implications. Its debated role in promoting international financial 

regulation is significant given its position within a larger debate about international 

taxation in a globalized economy. Countries are confronting the challenge of how to 
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enforce tax laws, particularly on mobile capital, without making their tax codes 

inhospitable to business activities or violating the sovereignty of other nations. How the 

U.S.-Panama TIEA is enforced could affect Panama’s banking industry and its 

relationship with its foreign clientele who comprise a significant component of private 

sector activities. Furthermore, the TIEA’s indirect linkage to the ratification of the U.S.-

Panama FTA implies that additional obligations and standards are emerging for those 

countries that want to become influential, legitimate players in the global economy.  

An Overview of Global Financial Regulation & International Taxation 

Offshore finance and global capital movements have become increasingly 

complex with advancements in technology and economic liberalization. The volume of 

transactions and global capital movements valued in U.S. dollars often exceeded $3.2 

trillion daily according to 2010 figures (Jackson, 2010). Such vast movements have 

commanded the attention of policymakers worldwide. Financial regulation has increased 

substantially since 9/11 with the implementation of the USA PATRIOT Act, which allows 

for stringent regulatory measures and increased reporting requirements to stem the 

monetary supply available for terrorist financing (Yates et al., 2011). Specifically, 

Section 311of the PATRIOT Act set a new precedent in regulation by allowing the U.S. 

Treasury “to designate a foreign jurisdiction or an institution as being of ‘primary money 

laundering concern’ ” (U.S. Government Accountability Office, 2006, p. 3). In response, 

the Treasury may impose restrictions on U.S. financial institutions by prohibiting them 

from opening accounts or transacting with correspondent banks in foreign jurisdictions 

that may foster money laundering (U.S. Government Accountability Office, 2006). Some 

countries have begun to implement similar tactics in their financial dealings with those 

countries identified to be tax havens. 
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A new regulatory mandate has emerged in response to the global financial crisis. 

Policymakers and government leaders, primarily in developed countries, have begun to 

label tax havens as countries that deliberately undermine the national welfare of high 

tax countries. Political pressure has intensified considerably since the global financial 

crisis in 2008. At a meeting of the G201 in April 2009, the group claimed that “the era of 

banking secrecy is over” (Ernst & Young, 2010). At this meeting, government leaders of 

the G20 discussed the possibility of invoking sanctions against those countries 

considered to be uncooperative tax havens based on their reluctance to share 

information and their continued resistance to transparency initiatives (Gravelle, 2010). 

The Organization for Economic Development and Cooperation (OECD),2 along with the 

leaders of the largest developed economies, has targeted the elimination of tax evasion 

as a key issue on its agenda. This is also evident in the domestic political debate of G20 

member countries such as the U.S., where legislation such as the Stop Tax Haven 

Abuse Act, the HIRE Act and FATCA3 have emerged in recent years to reduce tax 

evasion (Gravelle, 2010). The repatriation of tax revenue has become a primary 

                                            
1
 The Group of Twenty, or G20, is a forum for international cooperation on the aspects of the international 

economic and financial agenda. It includes 19 country members and the European Union, the world’s 
major advanced and emerging economies. The objectives of the G20 include policy coordination, the 
promotion of financial regulations and the creation of a new international financial architecture. See 
http://www.g20.org/en/g20/what-is-the-g-20. 

2
 The Organization for Economic Cooperation and Development (OECD) is a forum where the 

governments of 34 developed countries work to promote economic growth, prosperity, and sustainable 
development. The OECD provides a setting where governments can compare policy experiences, seek 
solutions, identify good practice and coordinate domestic and international policies. Core leadership is 
comprised of the U.S. and European Union member states. See U.S. Mission to the OECD: 
http://usoecd.usmission.gov/mission/overview.html. 

3
 Each of these legislative initiatives includes “anti-evasion initiatives.” They also strengthen international 

reporting requirements, for both corporations and individuals, pursuant to their tax obligations in the U.S. 
Although the Stop Tax Haven Act failed to pass Congress upon introduction in 2009, the HIRE Act and 
FATCA have subsequently introduced new reporting requirements for revenue collection and tax law 
enforcement, placing a greater burden on international financial institutions dealing with U.S. clientele 
(Gravelle, 2010). 

http://www.g20.org/en/g20/what-is-the-g-20
http://usoecd.usmission.gov/mission/overview.html
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objective, a goal that is predicated upon tax haven transparency (Figure 1-1). These 

programs have resulted in a proliferation of tax treaties and tax information exchange 

agreements. These policy instruments are increasingly viewed by governments as tools 

to introduce transparency, uniformity and balance into international tax policy. 

International taxation has not evolved to accommodate changes in the global 

economy. Because tax laws are nationally-based, their enforcement is restricted to 

territorial and national boundaries in most cases. The exception would be the United 

States and other countries that have adopted a global or worldwide tax system rather 

than a territorially-based tax system. The U.S. taxes its citizens and corporations 

globally, regardless of their country of residence. This is a key distinction because most 

countries that employ a worldwide tax system tax their residents’ and companies’ 

income globally based on their residency status. Because no international tax laws exist 

to cover all jurisdictions, inconsistencies and enforcement challenges arise. 

International finance and foreign investment promote the fluidity of mobile capital; 

however, the taxation of this capital is difficult to determine once it departs its original 

domicile. Questions arise as to which tax laws govern this capital, if any, and whether 

the society which generated this capital receives the social benefits paid for by taxation 

(Jackson, 2010). 

Intense global competition has begun to affect how companies and individuals 

manage their tax burdens to reduce costs. Tax minimization strategies have become 

central to business planning, resulting in “corporate migration,” as firms move to low-tax 

jurisdictions (Ernst & Young, 2010). As capital has become increasingly mobile, the 

ability for countries to capture tax revenues has become a central focus of an 
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international tax policy debate. How to implement efficient, competitive yet sustainable 

tax regimes without creating an onerous business environment has become a 

formidable challenge for countries in the age of globalization. The inconsistencies and 

complexities of national tax policy have made it difficult to administer and enforce tax 

laws. International taxation is a field that is experiencing a great deal of debate and 

controversy as countries decide how to maintain and boost their revenue sources within 

a globalized financial system. 

Sovereignty, Tax Competition and Transparency: A Contemporary Debate  

How to regulate mobile capital and ensure that states are receiving due 

compensation through taxation is intimately tied to sovereignty, a subject that has been 

central to the TIEA. “Tax competition and the interaction of tax systems can have effects 

that some countries may view as negative or harmful but others may not” (OECD, 

1998). The use of tax incentives to attract businesses to a country has been discussed 

as a key component of national tax policy, an area in which countries can compete 

against one another for foreign investment (Vlcek, 2008). Hines (2004) qualifies this 

claim by suggesting, “Countries design their tax system to fit circumstances and 

opportunities, and as a consequence, tax regimes exhibit considerable diversity.” He 

asserts that international taxation has the capacity to influence the behavior of firms and 

individuals. These rules impact tax planning strategies, business strategies and have 

the potential to divert large amounts of capital in the form of foreign direct investment 

based on how these policies are articulated (Hines, 2004). 

From a business perspective, tax havens introduce competition and prevent 

governments from over regulating global capital. Multinational corporations have 

incorporated tax havens into their tax planning strategies by realizing their profits in 
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these jurisdictions and locating subsidiaries within their territorial boundaries. “Tax 

competition can facilitate better resource allocation” to a certain extent (Gonzalez et al., 

2011, p. 42). However, these offshore financial centers (OFCs) often derive their 

benefits from weaker regulatory oversight which translates into lower administrative 

costs. Such a cost advantage does not contribute to best business practices (Gonzalez 

et al., 2011). Jeffrey Owens, Director of the Center for Tax Policy and Administration of 

the OECD, offers a similar perspective, “Tax competition is a useful check on 

governments forcing them to continually review their tax system to ensure they provide 

a competitive tax environment” (Ernst & Young, 2010). But he also explains that 

transparency and disclosure are critical to realizing the benefits of tax competition. 

Palan et al. (2010) and Shaxson (2011) describe tax differentials as harmful 

policies that distort global economic flows. They introduce a moral argument into the 

debate by suggesting that low-tax jurisdictions encourage wealthy and high net worth 

individuals to flee their residential tax jurisdiction to “avoid” taxation. This creates an 

imbalance in global welfare by disproportionately shifting tax burdens from the wealthy 

to the middle and lower classes. This argument has been expanded upon by 

organizations such as the Tax Justice Network (TJN)4 and Global Financial Integrity 

(GFI)5 (2012). These groups have connected tax evasion to the erosion of economic 

growth, the exacerbation of poverty and other consequences connected to social and 
                                            
4 
Tax Justice Network (TJN) is an independent organization launched in 2003. It is dedicated to high-level 

research, analysis and advocacy in the field of tax and regulation. They work to analyze the role of 
taxation and the harmful impacts of tax evasion, tax avoidance, tax competition and tax havens to 
encourage reform. See TJN website at: 
http://www.taxjustice.net/cms/front_content.php?idcatart=103&lang=1. 

5 
Global Financial Integrity (GFI) is a program of the Center for International Policy, a think tank in 

Washington, DC. GFI promotes national and multilateral policies, safeguards, and agreements aimed at 
curtailing the cross-border flow of illicit financial flows by conducting research and producing policy 
reports in promotion of this end.  See GFI website at: http://www.gfintegrity.org/content/view/14/127/. 

http://www.taxjustice.net/cms/front_content.php?idcatart=103&lang=1
http://www.gfintegrity.org/content/view/14/127/
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human rights. TJN (2012), similar to Palan et al. and Shaxson, appeals for a more 

transparent, equitable approach to taxation to promote compliance. Whether the 

proliferation of tax treaties and TIEAs stems from efforts to increase transparency or 

more efficiently levy taxes is open to debate. 

Subtle Differences: Avoidance & Evasion 

Embedded within the conflict over the legitimacy of tax havens enhancing 

competition is the distinction between tax avoidance and tax evasion. Tax evasion is the 

act of tax avoidance when tax should have been levied, or more simply, it is a violation 

of prevailing tax laws. According to the U.S. Tax Code: “Any person who willfully 

attempts in any manner to evade or defeat a tax imposed by this title or the payment 

thereof shall, in addition to other penalties provided by law, be guilty of a felony…” (26 

U.S.C. § 7201). This applies to foreign holdings by U.S. citizens that they fail to report to 

the Internal Revenue Service (IRS) and it is one of the primary problems that arise in 

Panama (Szarmach, 2010). Contrary to Panamanian law, tax evasion is a criminal 

offence based on U.S. code. Because the evasion of U.S. taxes is not a criminal offence 

in Panama, these acts go unpunished while the U.S. loses tax revenue.  

The distinction between evasion and avoidance can be difficult to define. 

According to the OECD, there are “acceptable” and “unacceptable” forms of tax 

avoidance, implying the existence of an ethical element. The OECD states that tax 

authorities are not authorized to make such a distinction but only to enforce “…the law 

in accordance with what they understand to have been the intention of the legislature” 

(OECD, 1987, p. 16). Corporations and individuals may practice tax avoidance through 

the use of tax havens or other strategies (Morriss, 2010). While these practices are not 

new (Hines et al., 1990), some argue that these practices have become abusive given 
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the magnitude of capital diversion that has resulted (Palan et al., 2010; Shaxson, 2011; 

Tax Justice Network, 2012). Clearly, what is considered to be “acceptable” tax 

avoidance is evolving. Andrew Witty, the Chief Executive of GlaxoSmithKline, captured 

this sentiment in a 2011 interview: "One of the reasons why we've seen an erosion of 

trust broadly in big companies is they've allowed themselves to be seen as being 

detached from society and they will float in and out of societies according to what the 

tax regime is" (Channel 4 News, 2012). Aggressive reallocation strategies are 

increasingly viewed as ethical violations rather than expressions of strategic tax 

planning. 

Tax Enforcement & Compliance: OECD to Global Initiative  

Tax enforcement initiatives have increased in recent years due in part to the 

OECD’s efforts. In its report, Harmful Tax Competition: an Emerging Global Issue, the 

OECD defined harmful tax practices as those arising from aggressive tax avoidance 

and the provision of bank secrecy to enable tax evasion. The report called for 

transparency and effective information exchange to combat these harmful practices, 

which led to the creation of a new OECD initiative (OECD, 1998). Witherell suggests 

that the OECD Initiative to Combat Harmful Tax Practices, in conjunction with other 

policies, attempts to increase transparency by reducing the abuse and financial risk 

introduced into the financial system by OFCs lacking strong supervisory bodies. As a 

result, OFCs are reforming their regulatory practices, and they are recognizing that 

complying with these international standards is in their long-term best interests 

(Witherell, 2002). However, Vlcek (2008) views this international pressure as an attack 

on sovereign states. Antoine (2010) has described this endeavor as a disingenuous 

attempt by developed nations (i.e., OECD member states) to recoup tax revenue by 
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undermining the legal principles of confidentiality and trusts in the name of combating 

money laundering. The prevention of money laundering has been used as a pretext to 

counteract a weak legal position on tax issues according to Antoine and has enabled 

developed countries to frame the debate using accusations of illegal financial practices 

(2010). 

The G20’s collaboration with the OECD has strengthened its mandate in targeting 

tax havens (Elsayyad, 2012). According to Jackson, “The OECD’s work on tax havens, 

which initially focused on improving transparency and exchange of information for tax 

purposes, has evolved into a global initiative to implement standards in these areas and 

is carried out through the Global Forum on Transparency and Exchange of Information 

for Tax Purposes, which has more than 90 member countries/jurisdictions” (2010, p. 1). 

With the expansion of this initiative, other international institutions and regulatory bodies 

have undertaken new programs to confront tax havens and tax evasion. The recent G20 

crackdown and OECD initiative to combat unfair tax practices has yielded a proliferation 

of tax treaties and TIEAs (Elsayyad, 2012) (Figure1-2) (Figure 1-3). 

It is unclear whether government authorities intend to strongly enforce such 

agreements to routinely prosecute violators and recoup profits or whether this is a policy 

gesture designed to appear effective before the public. However, statistics suggest that 

the U.S. has chosen to pursue tax evasion aggressively. A U.S. GAO Report found that 

5,111 requests for information between the U.S. and a foreign jurisdiction were 

completed: 4,217 originated abroad and the U.S. initiated 894 requests (U.S. 

Government Accountability Office, 2011). Arce claims that tax treaties have assisted tax 

authorities by enabling the prosecution of individuals hiding their assets from U.S. tax 
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authorities. Using information acquired through the U.S. TIEA with Bermuda, the IRS 

and the U.S. Department of Justice recently succeeded in achieving the criminal 

conviction of a U.S. citizen for tax evasion ( IFC Review, 2010). Without the information 

obtained through the TIEA, these agencies would not have had sufficient evidence for a 

conviction (Arce, 2009). The recent emergence of many of these tax treaties, which are 

designed to foster tax compliance, suggests that their performance and effectiveness 

will continue to be questioned until they can be further assessed in practice. 

Review of the Literature 

The Purpose of Tax Treaties 

The intended objectives of tax treaties and international tax agreements appear 

to be straightforward. Barthel et al. (2010) explain that these agreements are designed 

to facilitate information exchange for tax collection purposes, an objective which affords 

them the ability to deter fiscal evasion. The OECD concurs and adds that tax treaties 

reduce “unfair” tax practices (OECD, 2012). However, these views only convey the 

perspective of tax treaty proponents, namely, OECD member states and G20 countries. 

Such assessments fail to consider the highly political nature of these agreements as 

well as the political consequences these agreements may carry beyond the scope of tax 

policy. 

The U.S. Government views tax treaties as a mechanism through which to 

ensure that the tax laws of each nation party to the treaty are appropriately applied and 

enforced (U.S. Government Accountability Office, 2007). To enforce its worldwide tax 

regime, the U.S. often requires records from foreign-based financial institutions to verify 

taxpayer information and reporting (U.S. House Joint Committee on Taxation, 2009). 

Thus, the U.S. considers tax treaties to be tools that enable the enforcement of U.S. tax 
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laws abroad. Antoine (2010) rejects this approach. By advancing an argument based on 

the principles of sovereignty embedded in international law, she contends that countries 

should not be expected to enforce the tax laws of another nation or be subjected to 

punishment for failing to do so. She asserts that most jurisdictions are reluctant to 

compromise financial privacy for the administration of another country’s tax laws which 

is consistent with customary international law, a reasonable argument considering the 

cost implications of tax law enforcement (2010). Such divergent interpretations of the 

legality of tax law enforcement abroad highlights an important aspect of the controversy 

over tax treaties. Tax treaty objectives may vary from their defined application based on 

the interpretation of the agreement and the policy objectives of those countries that are 

a party to the treaty.   

Such discrepancies suggest that the purpose of these tax treaties may extend 

beyond taxation. Sullivan (2007) suggests that the U.S. is trying to invade the financial 

privacy of its citizens. Meanwhile, the OECD (2011) claims that these agreements 

introduce more transparency into the global business environment. Arce (2009) further 

expands on this application by noting that the “recovery of tax and financial information 

is the most effective way to secure the evidence required to reach a conviction for 

money laundering,” and he implies that this may have been a secondary objective 

fulfilled by the TIEA with Panama. TIEAs have enabled the U.S. Government to obtain 

the case-evidence for use in the prosecution of criminal offenses related to taxes, 

similarly to what occurred in Switzerland with UBS.6 U.S. targeting of offshore accounts 

                                            
6
 The U.S. launched a criminal investigation into UBS in 2008 when it was discovered that the bank had 

been selling a structured tax evasion scheme to many wealth American clients through its cross border 
services division. UBS consciously concealed this information from U.S. tax authorities (Pacenti, 2008). 
Over 4,450 account holders’ identities were required to be disclosed based on a settlement agreement 
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has “resulted in 36 convictions since 2009, with four cases still awaiting trial and many 

more expected to come” as of December 2011 (Saunders, 2011). Much of the literature 

fails to acknowledge the political nature of tax treaties and instead focuses exclusively 

on their technical application by addressing tax-related administrative problems. 

Overlooking the policy objectives of those countries pursuing tax treaties limits the value 

of such analyses and fails to explain the broader issues that are precipitating these 

changes in international tax policy.  

Effectiveness of Tax Treaties & TIEAS in Tax Enforcement 

The cumbersome government-to-government information exchange process 

relied upon by tax treaties may limit their effectiveness in promoting transparency. Keen 

and Ligthart (2004) characterize information sharing as an administrative approach to 

reforming international tax policy. Although this strategy can be effective, they claim that 

barriers to information collection, costs of compliance, and political challenges may 

weaken the outcome. Michaels and Yates (2009) believe the usefulness of tax treaties 

to be minimal given the number of resources that must be exhausted to obtain tax 

information prior to invoking them. Yates et al. (2011) claim that the number of actual 

information requests filed, when compared to the number of tax treaties in place, is 

overwhelmingly small. They assert that other U.S. legislation, such as the Hire Act and 

FATCA, requires more stringent reporting from international financial institutions 

rendering TIEAs rather ineffective by comparison (Yates et al., 2011). The ability of tax 

treaties to address tax policy problems is clearly questionable. However, these critics 

                                                                                                                                             
(Browning, 2009). Subsequently, the U.S. has indicted Wegelin, a historic Swiss financial institution that 
opened its doors in 1741, for enabling U.S. citizens to evade taxes. This is the first foreign financial 
institution to be indicted by the U.S. Government. The bank was rapidly sold, but the U.S. continued to 
pursue recourse with 11 other Swiss financial institutions for similar practices. The U.S. is actively 
prosecuting tax crimes and making an example those who enable tax evasion (Bachman, 2012). 
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fail to address why countries continue to pursue these agreements if they are so fraught 

with potential enforcement problems and challenges.  

Information Exchange May Not Deter Tax Evasion 

Tax information exchange procedures contained in tax treaties continue to be 

criticized for their inability to reduce tax evasion. TJN asserts that information sharing by 

request is a fruitless exercise (2012). Offshore lawyers from the Bahamas, Caymans 

and similar jurisdictions claim that TIEAs have failed to effectuate the anticipated 

crackdown on havens. They proclaim that the myriad of trusts and other legal vehicles 

available would continue to effectively protect hidden wealth from taxation (O'Hare, 

2011). Critics, including Yates et al. (2011) and TJN (2012) attribute these limitations to 

the specificity required for information requests and the need for government officials of 

two countries to mutually depend on one another, which can further complicate the 

process. McIntyre dismisses this method, which has been “ineffective in curtailing tax 

evasion…over the past decade” and argues for the implementation of a new form of 

effective information exchange. Such a standard, he explains, demands automatic 

information exchange to be permitted in some cases (2011, p. 481). 

TJN (2012), Palan et al. (2010), the OECD (2012) and others have increasingly 

promoted automatic information exchange. McIntyre (2011) elaborates on this process 

by explaining that banks required to collect client data would share this information with 

government authorities if the client was a non-resident. Such a process, rather than a 

formal, bureaucratic procedure, would then require authorities to authorize information 

exchanges with a non-resident’s home jurisdiction. Sullivan indicates that “…automatic 

information exchange might be the only way to stop evasion, which would require 

renegotiating existing agreements and a major policy change” (Gravelle, 2010, p. 30). 
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Jeffrey Owens of the OECD asserted that automatic information exchange was the 

most efficient way to eliminate evasion and ensure compliance in his congressional 

testimony before the U.S. Senate in 2007 (U.S. Senate Committee on Finance, 2007). 

While these proposals may improve upon the information exchange model implemented 

in existing tax treaties, they suggest that the existing treaty model fails to achieve its 

purported goals. Yet, countries continue to invest significant resources into their 

negotiation and implementation suggesting that other issues may factor into the process 

which have not been considered.  

A Bilateral Approach to a Multilateral Problem 

Most tax treaties are bilateral, reducing their scope of tax enforcement. Their 

limited aim in enhancing tax harmonization between two jurisdictions implies that many 

are needed to effectively promote a particular country’s national objectives related to 

taxation. Rawlings suggests that this bilateral tax treaty trend has decreased the 

potential for effective regulation and has actually strengthened international sovereignty 

and tax competition (2007). Both he (2007) and Brooks (2010) suggest that a 

multilateral approach would be preferable claiming that it would enable countries to 

maintain tax systems appropriate for their national interests rather than reducing taxes 

to compete with other jurisdictions. A multilateral tax treaty would advance tax 

cooperation by reducing abusive tax arrangements and promoting an efficient 

distribution of tax burdens among residents according to Brooks (2010). She proposes 

that enhanced cooperation would reduce high compliance costs and other burdens. 

Furthermore, it would reduce investment barriers and ensure that investments are made 

based on expected returns rather than a favorable tax regime, implying a more efficient 

allocation of resources overall (Brooks, 2010). This approach overlooks the fact that tax 
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treaties and TIEAs continue to evolve. Thuronyi briefly mentions this challenge 

suggesting that it may result in a network of TIEAs with inconsistent wording and scope 

(2010). Rather than diminishing the complexity of international tax policy, bilateral tax 

agreements have the potential to exacerbate the problem and impose additional 

barriers to tax transparency. 

The Tax Justice Network (2012) has advocated for a broader multilateral 

approach to tax compliance. TJN proposes that the United Nations should create a 

panel to determine which states are considered compliant with the principles of fair tax 

practices and that it should deny recognition of any country that fails to comply. The 

TJN has also suggested that the IMF and World Bank should include tax compliance in 

their country reports (Gravelle, 2010). This policy approach may be difficult to 

incorporate at the international level, limiting its effectiveness. However, these scholars 

acknowledge an alternative to the existing bilateral tax treaty model and realize the 

need to address a broad array of policy interests, not only those of tax treaty 

proponents. Altering the bilateral nature of tax treaties could mitigate associated political 

issues, such as differences in bargaining positions. 

Why Sign a Tax Treaty? Coercion or Negotiation 

International political pressure has been a theme in this movement to negotiate 

and expand the network of international tax treaties, calling into question the credibility 

of these agreements and the legitimacy of their stated purpose. Vlcek (2008) has 

criticized the campaign to pressure tax havens into compliance as a manipulative 

approach to enforce tax laws often against the national interests of one of the signatory 

members of these agreements. Sharman (2009) describes these “shame and blame 

tactics” as an effective use of public ridicule to achieve policy goals. He asserts that 
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their effectiveness is based on the potentially damaging effects upon the reputation of 

the country under scrutiny. In the case of Panama, it would seem this approach 

succeeded. Because Panama’s service sector is a core component of its economy such 

attacks jeopardized its legitimacy and business prospects, forcing it to negotiate tax 

treaties (Duarte, 2008). Because this movement has been promulgated by developed 

economies, scholars and policy advocates have criticized this strategy as being 

undiplomatic and antagonistic towards developing economies, especially those highly 

dependent on the financial activity generated by portfolio inflows.  

The potentially high price of noncompliance has been a strong motivator for 

committing to these agreements. Although often considered to be against national 

interests in some cases (Morgan, 2012), many countries are negotiating tax treaties at a 

rapid pace. Panama is no exception. Gonzalez and Schipke (2011) explain that the 

stigma attached to offshore financial centers and tax havens, which is exacerbated 

through “naming and shaming” tactics, has the potential to divert legitimate business if 

the jurisdiction is trying to abide by international standards. Barthel et al.’s (2010)  

findings in their study of tax treaties and their influence on FDI stock confirm this 

statement. These scholars broaden the tax treaty discussion by acknowledging that 

tangential economic and political objectives play significant roles in the treaty 

negotiation process. Continuing to evaluate these issues would offer a deeper 

understanding of the emergence and relevance of tax treaties. 

Bargaining power, intent and other factors shape treaty negotiations and the 

resulting tax agreements. Pistone (2010) provides an insightful tax treaty analysis from 

the perspective of developing countries, justifying why such agreements may only be 
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beneficial to the developed countries prompting their negotiation. His analysis is 

particularly relevant in this case given Panama’s status as a transition economy. 

Pistone states that tax treaties negotiated between a developed country and a 

developing country generally do not promote the policy interests of the latter. Given 

disparities in bargaining position, such treaties are often modeled on the tax treaty 

model or preferences of the developed country. Frequently modeled after the OECD tax 

treaty framework, he establishes that this tool has become “the soft and silent carrier of 

the rules of global tax law, but its application to developing countries seems to be a 

major source of unfairness in taxation” (Pistone, 2010, p. 437). Because the OECD has 

established a body of soft law in international tax policy, these agreements promote an 

unbalanced approach to tax policy that is not necessarily endorsed by the international 

community. This argument has been cited by several Panamanians (Gómez Arbelaéz, 

2010; Morgan, 2011). They and others have vocally advocated against the TIEA 

claiming it is an ill-conceived agreement that subverts Panama’s interests to those of 

the U.S. by allowing it to enforce tax laws on Panamanian soil. They further claim that it 

violates international law and the principles of sovereignty, which are cited by Antoine 

(2010) and Vlcek (2008) as fundamental issues in this contemporary tax policy debate. 

These valuable perspectives broaden the view of tax treaties and provide greater insight 

into their potential implications. 

Such concepts allude to a broader debate within international tax policy about 

how to allocate tax rights in the global economy. Tax treaties and TIEAs are designed to 

enforce existing tax laws and policies, an objective shared by the U.S. Government and 

the leaders of other countries. Some scholars (Palan et al., 2010; Shaxson, 2011) distill 
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the debate into one over tax competition versus tax harmonization or cooperation, 

implying that tax havens distort the international financial system. Kemmeren (2010) 

expands the conversation claiming that tax allocation principles require revision. Rather 

than disputing the efficacy of such agreements, he notes that these agreements enforce 

tax principles developed starting in the 1920s, implying that they are outdated in today’s 

global economy. Particularly relevant is Kemmeren’s disapproval of the U.S. approach 

to tax policy that imposes tax burdens on the basis of citizenship or nationality. He 

claims such policies are not appropriate because these political and legal relationships 

do not generate income or capital formation. Overall, he calls for tax reform to 

modernize the existing international tax system in order to tax capital based on its 

“origin” or economic location” meaning that tax jurisdiction should be allocated to the 

country that provides “a legal framework and/or physical infrastructure to establish and 

preserve the property concerned” (Kemmeren, 2010, p. 311). His argument proposes 

that policymakers should review their tax codes and their underlying principles rather 

than negotiating a plethora of agreements that fail to address the modern financial 

landscape. Such an analysis reinforces the argument that tax treaties are ineffective 

instruments that attempt to extend the reach of tax law enforcement without 

consideration for their broader consequences. 

The Significance of Implementing Tax Treaties 

The significance of successfully implemented tax treaties may send signals about 

a country’s intention to abide by international rules and norms. Elsayyad (2012) states 

that committing to a TIEA or tax treaty implies that the country has committed to tax 

transparency. However, she also found that a tax haven’s eligibility for aid or 

development assistance influenced the likelihood that a haven would enter into such an 
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agreement, increasing the possibility that they would have signed a TIEA (Elsayyad, 

2012). McIntyre (2009) cautions that tax havens and other uncooperative jurisdictions 

are receiving undue credit and praise for their willingness to negotiate such agreements, 

because these actions imply that these jurisdictions are now transparent. This 

assessment may carry validity given that the OECD report on Harmful Tax Practices 

has outlined a number of punitive measures to induce tax havens to comply with tax 

treaties (OECD, 2011). Basically, a foreign country could discriminate against income 

generated in tax havens by levying a high tax or it could pressure financial institutions to 

avoid transacting with havens (Elsayyad, 2012). Such consequences could be 

damaging to a tax haven country that is likely to be highly-reliant on foreign investment 

flows and its international reputation, prompting them to enter into a tax treaty without 

intending to encourage strong enforcement.  

Similar discriminatory principles have been noted by other scholars (Lang et al., 

2010; Morriss, 2010). Pistone (2010) and Thuronyi (2010) note that such treaties may 

not promote the interests of developing nations, and their interests would be better 

served to avoid such agreements, both from a cost perspective and the requirement to 

cede taxing authority to foreign entities. Many countries view these agreements as a 

necessary evil, sacrificing national interest to avoid costly economic consequences. 

Such analyses offer a valuable dimension to the tax treaty debate, but they fail to 

explore many of the issues encountered by developing countries and those non-OECD 

member states pressured to comply to avoid political and economic consequences. 

These perspectives are valuable, however, because they demonstrate that tax treaty 
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proliferation is not solely based on promoting transparency, but that their political and 

financial implications can be significant. 

Impact of Tax Treaties & TIEAs: Overlooking the Domestic Perspective 

There is a vast body of literature about the use, negotiation and implementation of 

tax treaties. The effectiveness of tax treaties and TIEAs remains unclear and their utility 

will continue to be debated as more agreements of this type enter into effect. Critics and 

proponents tend to aggregate these agreements in their analyses, viewing them with a 

broad, macro perspective. These studies have not evaluated their individual effects on 

the jurisdictions that are signing these agreements in great detail. Because these 

treaties are controversial, and in some cases, contradict the laws of the country that is a 

party to the agreement, it is important to understand their effect from a micro 

perspective as well. Using my case study, I am attempting to contribute greater insight 

into the impact of these treaties on the jurisdictions that are signing them with the U.S., 

especially in cases where those countries are reluctant or have legal codes that conflict 

with such treaties. Understanding their negotiation, implementation, and administration 

from the perspective of a treaty member that did not promote the OECD initiative 

against tax havens would provide useful knowledge in assessing the political, economic 

and legal implications of these treaties.  

My study offers unique insight into the tax agreement implementation process, 

adding a domestic, micro perspective that is frequently overlooked in the literature. 

Although the findings may not be extrapolated to all TIEAs or tax treaties, the case will 

provide a comprehensive assessment of the complex challenges and political issues 

indirectly brought about by tax treaties in this global policy movement. This analysis will 

contribute a greater understanding of the issues that may arise during negotiation, 
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implementation and the challenges posed therein by countries of diametrically different 

tax systems and tax policy objectives. Analyzing the political, economic and legal 

consequences for Panama, a country pressured into negotiation, will offer greater 

insight into the effectiveness of these tax agreements and how they are aggressively 

changing the legal norms related to international tax law enforcement. 

Research Methods 

 I used a case-study approach to analyze the TIEA as an example of a broader 

international tax policy movement that increasingly appears to be an expression of 

regulatory compliance in the post-financial crisis global economy. The foundation of this 

topic was derived from a law school seminar in which I participated with Professor 

Fletcher Baldwin, International Financial Crimes. Through this course, I acquired the 

basic research skills and knowledge to understand the legal dimension of tax crimes 

and tax evasion. I familiarized myself with international financial regulatory agencies 

and organizations involved in targeting financial crimes. I conducted political and 

economic research on Panama, particularly in connection with the U.S.-Panama FTA, to 

assess the political discourse related to Panama’s identification as a tax haven. 

 With this preliminary foundation, I conducted field research in Panama City, 

Panama to understand the domestic interpretation of this agreement, its implications 

and the political debate surrounding its implementation. Ms. Victoria Figge-Cederkvist, a 

financial compliance and risk consultant, and the U.S. American Chamber of Commerce 

in Panama assisted me in identifying key informants. I used snowball sampling to 

identify additional key informants with whom I conducted semi-structured interviews. A 

question guide has been included (Appendix A); however, I framed each discussion to 

draw upon the expertise of the informant being interviewed. A different question set was 
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employed according to the participants’ professional background. However, in many 

cases, the informants drove the discussion with little guidance on my part. Interview 

participants included a U.S. State Department Foreign Service Officer, a Panamanian 

journalist, financial consultants, economists, lawyers, and tax specialists (Appendix 

B).These interviews provided the opportunity to analyze the TIEA’s impact on a broader 

and deeper level.   

I built on the information gathered by conducting research using legal sources, 

accounting publications, business journals, press articles and other trade journal 

literature to produce a broad based policy assessment for the purposes of this case 

study. I have used this information and data to analyze the case of Panama within the 

global tax policy debate while addressing the local political and cultural dynamics that 

shaped the emergence of the TIEA. 

Organization 

 This study is comprised of five chapters, including this introduction. The second 

chapter provides an overview of Panama’s political history and economic development. 

In this section, I elaborate on the relationship that developed between the U.S and 

Panama over the Panama Canal and the special role that the U.S. played in 

Panamanian politics. Through this discussion I also highlight the political culture of 

Panama and its relationship to Panama’s economic development and predominant 

business practices. 

 Chapter three introduces Panama’s legal framework and its role in facilitating the 

development of the nation’s offshore financial sector. I discuss the legal framework and 

political terminology associated with financial practices in the offshore world as well as 

Panama’s identification as a tax haven. The prevailing legal principles of sovereignty, 
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bank secrecy and financial regulations are addressed to contextualize the TIEA’s 

emergence and its role in this environment. The fourth chapter presents a case study of 

the TIEA that Panama signed with the U.S. In this chapter, I analyze the text of the 

TIEA, the political debate surrounding its implementation, and address the question of 

why Panama entered into this agreement. The conclusion will summarize the findings 

and discuss their significance for Panama’s financial sector and pose questions as to 

the potential implications based on its relationship to the international debate over tax 

policies and financial regulation. 
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Figure 1-1. Increasing Amount Global Asset and Liabilities Holdings in Offshore 

Financial Centers (Gonzalez and Schipke, 2011) 

 

 
Figure 1-2. Proliferation of TIEAs from 2004 to 2010 
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Figure 1-3. TIEAS & Double Tax Conventions Signed between G20 Summits based on 

initiative to reduce tax evasion and promote tax transparency (OECD, 2012c)
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CHAPTER 2 
PANAMA’S DEVELOPMENT: A POLITICAL & ECONOMIC OVERVIEW 

The TIEA and the Panamanian reaction to its implementation are grounded in 

Panama’s path of economic growth and its historic relationship with the U.S. The TIEA 

has been characterized as an expression of U.S. interference in Panamanian 

development similarly to past historic events. Opponents have argued that this 

agreement is an affront to national sovereignty and contrary to the interests of Panama, 

drawing parallels between it and the first treaty that handed the Canal to the U.S. 

Understanding the TIEA may provide insight into a new relationship that has evolved 

between the U.S. and Panama, one that treats the nation as a business colleague 

rather than a partner. This chapter discusses the political and economic history of 

Panama’s development, which provides the insight into understanding why Panama 

agreed to sign a TIEA with the U.S.  

Understanding the U.S. relationship with Panama and its role in shaping 

Panamanian political culture are essential to contextualize Panamanian reactions to the 

TIEA. Historically, U.S. influence in Panama was motivated by protection and defense 

of the Canal. American presence and culture contributed to Panama’s development as 

a service-based economy. Panama’s unique relationship with the U.S. indirectly 

facilitated its development as an international banking center.  

U.S. involvement, although viewed as interference at times, equipped Panama 

with the infrastructure and economic activity to propel itself into becoming the regional 

center that it is today. Panama’s economic growth stems from its strategic location as a 

logistical hub. Its economic service offerings have evolved to respond to the commercial 

needs of this industry, generating spillovers into finance, insurance and other service 
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sectors. Central to this economic activity is Panama’s banking sector and its service 

offerings. The tax treaty movement to promote tax transparency, of which the TIEA is a 

part, directly affects these sectors. Panama’s reputation is crucial to attract business to 

these industries because a negative image could result in economic losses. The TIEA’s 

emergence is closely linked with Panama’s service sector and its international 

reputation, making it essential to understand the business practices that precipitated its 

negotiation. 

A Political History of Panama: A Special Relationship with the U.S. 

 The Republic of Panama emerged through a series of negotiations and political 

maneuvering between the U.S. and Colombia over the creation of a canal through the 

isthmus (Diaz Espino, 2001) (Appendix C). Panama declared independence from 

Colombia in November 1903 with U.S. encouragement and then became a protectorate 

of the U.S. under the Hay-Bunau Varilla Treaty. The Treaty established permanent U.S. 

presence and influence in Panama, which continued through the turn of the 21st century 

(Bósquez, 2004). The Canal Treaty granted the U.S. “rights in perpetuity ‘as if it were 

sovereign’ over a ten-mile (wide) by fifty-mile (long) strip of land—the Canal Zone” 

(Zimbalist et al., 1991, p. 22). The U.S. purchased the rights to the Canal from the 

French, as a part of the treaty negotiations, and took over construction of the Canal. 

Within the Canal Zone, a small American community developed on what was 

considered to be U.S. territory within the boundaries of another sovereign, Panama. The 

U.S. would have sole operating rights of the Canal upon completion until it was returned 

to Panama at the end of 1999 (Zimbalist et al., 1991).         

Labeled the treaty that “no Panamanian read or signed” (Zimbalist et al., 1991, p. 

22), the Hay-Bunau Varilla Treaty has been characterized as an expression of the 
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Monroe Doctrine and U.S. expansionist tendencies in the region. It has also been 

considered the result of a “back-room deal” between politicians and businessmen 

seeking to benefit from the construction of the Panama Canal (Bósquez, 2004; Fuentes, 

2011). Negotiated and signed in Washington, DC, it was neither formally discussed nor 

approved by any Panamanian authorities prior to its signature. Panamanian national 

sentiment considers the manner in which this treaty was negotiated as deliberate and 

deceptive (Gómez Arbeláez, 2010). According to Zimbalist and Weeks, “Since 1903 the 

offenses to national pride associated with U.S. occupation of the Canal Zone emerged 

as a theme in virtually every Panamanian election and seethed in the background” 

(1991, pp. 16-17). 

Article 136 of the 1904 Panamanian Constitution granted the U.S. the right to 

intervene in Panama if the peace or constitutional order were threatened. This provision 

was maintained in later versions of the Panamanian Constitution, with some 

amendments, until the early 1990s (Bernal, 2004). Construed by some as interference 

in national politics, Zimbalist and Weeks (1991) suggest that this status conferred 

advantages on the ruling elite. The elite commercial class enjoyed political power, but 

they lacked the economic authority to fully consolidate their control over Panama. 

Therefore, they welcomed U.S. presence in the nation’s infancy as a source of 

legitimacy, protection, and economic income (Zimbalist et al., 1991).  

The U.S. maintained an active presence in Panama until the Canal was returned 

to the Panamanians on December 31, 1999  in accordance with the Carter-Torrijos 

Treaty (Sullivan, 2011). American control over the Canal Zone included construction of 

U.S. facilities and military bases in the country to ensure control over the Canal and to 
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exploit its strategic location. Panama experienced an economic boom during World War 

II (WWII) as the U.S. increased its military expenditures. Global shipping routes 

disrupted by the war began to traverse the Canal in higher numbers (Rojas Acosta, 

2004; Zimbalist and Weeks, 1991). Panama was even considered a combat zone 

during WWII because of its relationship with the U.S. (Rojas Acosta, 2004). 

From Occupation and Intervention to Exit 

The Panama Canal has played a central role in national politics and development 

since its inception. Its return to Panama became an issue in local politics almost 

immediately after its completion in 1914. Panamanians received little direct benefit from 

the Canal’s operations. Combined with the striking social and economic disparities 

between the Zone and the rest of the country, the Canal became a national symbol of 

occupation for many Panamanians (Pérez, 2011). Over time, they began to view the 

U.S. as a colonial occupier, despite solid bilateral relations. The U.S. military presence 

in Panama made bilateral relations unequal and violated sovereignty in minds of 

Panamanians, regardless of the treaty provisions enabling it (Hornbeck, 2012). 

Mounting political pressure from Panama to return the Canal resulted in the signing of 

the Carter-Torrijos Treaty in 1977 (Sullivan, 2011). President Omar Torrijos negotiated 

the terms of the U.S. drawdown in Panama with President Jimmy Carter, which marked 

a turning point in U.S. influence. From 1977 on, the U.S. began to train Panamanian 

personnel to assume Canal operations (Sullivan, 2011).  

The decision to return the Canal to Panama met an unwelcome reception in the 

U.S. Many politicians criticized the treaty, claiming that the Panamanians would not 

succeed in operating the Canal or that corruption would lead to its financial demise. 

Despite these concerns, December 31, 1999 marked the official end of U.S. occupation 
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in Panama and its direct influence in the country. All military bases and landholdings 

became property of the Panamanian government. That day marked a moment of 

national celebration and pride as Panamanians were finally able to assume complete 

control of their country without a foreign presence on their soil for the first time in many 

years, even prior to U.S. involvement. This sentiment was not reciprocated by the U.S. 

which reportedly did not send any high level officials to preside over the transfer of 

control (The Economist, 1999). Despite the U.S. exit from Panama, the Neutrality 

Treaty, a corollary to the Carter-Torrijos Treaty, maintains the right of the U.S. to 

intervene if the Canal is threatened or not kept open to free and fair access by all 

vessels (U.S. State Department, 2001). 

Prior to returning the Canal, the U.S. exercised its right to intervene in Panama to 

protect the Canal and ensure the security of its citizens residing there by removing 

General Manuel Noriega from power. General Noriega’s de facto political leadership, as 

the leader of Panama’s military, undermined the country’s democratic foundations and 

its economic infrastructure (Sullivan, 2011). His control of Panamanian politics was 

characterized by violence, murder, drug trafficking and money laundering. During the 

1980s, political crisis ensued in Panama as Noriega’s leadership became increasingly 

violent against the opposition. The U.S. employed economic sanctions and other tactics 

for two years prior to the invasion in an effort to remove Noriega, reducing the country’s 

access to aid and international financing1 (IADB, 2005). The U.S. invaded Panama to 

remove Noriega from power in Operation Just Cause in December 1989 (Sullivan, 

                                            
1
 This is the only point in history when Panama suffered a financial crisis. The onset of this crisis was 

linked to Noriega and the banking sector was able to recover despite considerable setbacks and losses in 
deposits (Barletta, 2004; Zimbalist  et al., 1991). 
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2011). Panama has since returned to a stable democratic form of government, but 

Noriega’s rule tarnished Panama’s financial reputation and publicly linked its banking 

sector with large-scale money laundering, having used the center to launder drug trade 

proceeds and profit. 

Direct U.S. influence in Panamanian affairs has subsided although the countries 

remain close partners. U.S.-Panamanian relations have evolved into a commercial and 

economic relationship bolstered by cooperation over security issues. The negotiation of 

the U.S.-Panama Free Trade Agreement in 2007, passed by the U.S. Congress in 

2011, reflects this (Hornbeck, 2012). The U.S. continues to offer economic assistance to 

strengthen Panamanian institutions and counter the drug problems endemic to this 

transit economy (Sullivan, 2011). The negotiation of the TIEA, undertaken in this 

context, illustrates the new dynamic of this relationship. Panama is a sovereign and it is 

no longer under direct U.S. protection, although the U.S. maintains an interest in 

Panamanian affairs. 

Political Culture in Panama: The Commercial Elite 

The Panamanian political structure parallels that of the U.S. There are three 

branches of government including an executive, a legislative (National Assembly) and a 

judicial branch. Panama is a nation based on democratic principles and institutions; 

however, there was an interlude of military dictatorship that began in the 1960s and 

ended with the fall of Noriega. Since 1989, Panama has been consolidating its 

democracy and strengthening the necessary institutional infrastructure to promote 

national growth (Pérez, 2011). The country has experienced many advances since its 

return to democracy, but the Noriega era tarnished the integrity of Panama’s financial 

sector. Confronting and overcoming this stereotype has continued to be a challenge. 
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Panama’s attempts to rebrand itself after Noriega’s leadership as a democratic, 

transparent society that abides by international norms and regulations has been 

complicated by political and institutional corruption. 

A ruling class composed of commercial and entrepreneurial elites shaped 

Panama’s economic and political environment, and they consolidated their power 

through commerce (Pérez, 2011). They controlled the transportation of goods, rent of 

property and related economic activities. This prevented the establishment of a fully 

integrated economy and limited the development of labor and other popular sectors. 

Therefore, no social group emerged with the political strength or dominance to 

challenge the elite until the military dictatorship took control in the mid-1960s. Pérez 

(2011) asserts this is part of the political economy of a transit economy. Differing from 

the hacienda and landowner systems of most Latin American countries, Panama’s 

political leadership derived its strength from pragmatism and opportunism. According to 

Pérez, these characteristics made the elite highly flexible and adaptive during the period 

in which the U.S. operated the Canal. They were able to develop alternative income-

generating mechanisms alongside Canal-related services based on their tight social and 

economic networks.  

Given this characterization, it can be suggested that Panama’s elite reinforced the 

country’s economic development along a service-oriented agenda. Their welfare 

depended on logistics and the spillover business generated by the Canal. The prospect 

of increased economic opportunities offered by the Canal motivated and sustained their 

lobbying efforts to call for its return to the Panamanian people (Pérez, 2011). Their 
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interests are intimately linked with Panama’s legal and economic infrastructure and they 

have been instrumental in establishing a framework to promote their interests. 

Panamanian Economic Development: Positioned to Become Banking Center 

Panama’s geographically strategic location has shaped its history and defined the 

country’s economic landscape (Warf, 2002). Panama has capitalized on its geostrategic 

position as a source of comparative advantage, which resulted in the development of a 

service-oriented economy that neglected traditional sectors such as agriculture and 

manufacturing (Zimbalist et al., 1991). This trajectory is distinct from other Latin 

American economies. Panama has primarily relied on the exportation of services over 

commodities, causing the country to surpass its regional counterparts in many areas of 

economic progress. Services comprise approximately 80% of Panama’s GDP including 

commerce from the Canal and related service industries (U.S. Commercial Service, 

2012). 

Panama’s service-oriented economy has produced high, yet uneven levels of 

growth. The primary drivers of the economy discussed in the following section include 

the Canal, the Colon Free Zone and the international banking sector. Although 

productive, these areas are not fully integrated with the local economy, limiting job 

creation and reducing fiscal revenue (IADB, 2005). According to the Inter-American 

Development Bank (IADB), Panama’s economic development has produced a dual 

economy (2005). The service side is integrated with the global economy and highly 

competitive whereas the agricultural and manufacturing sectors remain small, relatively 

undeveloped and only target the domestic market. This duality has exacerbated income 

inequality and maintained high levels of poverty outside of urban centers (IADB, 2005). 

A lack of skilled human capital has been a fundamental challenge for Panama’s service 
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economy. Investment in education and training is needed to enhance overall growth 

(IMF, 2012b). 

Economics of the Canal  

Upon completion of the Panama Canal in 1914, a service-oriented economy 

began to materialize as the international commerce traversing the Canal increased. Due 

to proximity and its ownership of the Canal, the U.S. was the primary beneficiary of the 

transit passing through the interoceanic passageway until 2000.  But as global trade 

and commerce evolved, the Canal’s clientele became more diversified despite a primary 

dependence on U.S. commercial flows. Today, the U.S. and China generate 60 to 70% 

of Canal traffic based on trade (Autoridad del Canal de Panamá, 2011). 

The Panama Canal spurred Panama’s economic development by facilitating the 

creation of related industries and professional service offerings. Ship registration, 

insurance, logistics services and other spillover industries have emerged to 

accommodate the business attracted by the Canal. Between 2008 and 2011, the Canal 

contributed approximately $6.6bn to Panama’s National Treasury. Revenues from the 

Canal composed 7.7% of Panama’s GDP on average, stimulating the country’s growth 

and progress (Autoridad del Canal de Panamá, 2011) (Figure 2-1). This trend is 

expected to continue based on the Canal expansion project. Traffic and income from 

the Canal began to decline in the 1990s because it could no longer accommodate the 

larger Panamax ships that many shippers began to use for cost efficiency purposes. 

Panama voted to expand the Canal through a national referendum in 2006 (The 

Economist, 2009b).  

The Canal expansion project has generated economic activity which helped offset 

the effects of the global economic downturn. The increase in traffic is expected to 
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enhance growth. The project, financed by a consortium of international financial 

organizations, is underway and completion is expected in 2014 at a cost of 

approximately $5.25bn (The Economist, 2009b). The expansion will nearly double the 

Canal’s current capacity (IMF, 2012b). The Panama Canal Authority (ACP), the 

independent government agency charged with managing the Canal, estimates that the 

completed project will increase annual growth by 1.2 percentage points, resulting in an 

increase in GDP over 2.5 times the 2005 level by 2025 (The Economist, 2009b) (Figure 

2-2.). Consequently, the government has discussed plans to create a Sovereign Wealth 

Fund, similar to that of Chile, using the profits generated by the Canal. If they succeed, 

this fund has the potential to strengthen existing weaknesses in Panama’s economic 

framework (Economic Intelligence Unit, 2011).  

Unlike many political institutions in Panama, the ACP is considered to be a well-

managed and transparent enterprise (U.S. Commercial Service, 2012). However, this 

characterization does not necessarily carry over when Canal profits are remitted to the 

government. Speculation implies that some income may be misused or in appropriately 

allocated. Concerns exist that political corruption may extend to the ACP when Canal 

revenues rise after the expansion’s completion (Oppenheimer, 2011). Some have 

criticized President Martinelli’s administration for attempting to interfere in ACP 

management (Brannan, 2012). Whether this government agency maintains its 

reputation in the face of rising revenues and continues to resist any temptation exerted 

by corrupt political entities remains to be seen. 

Colon Free Zone 

 The Colon Free Zone (CFZ) emerged as a corollary to the international 

commerce traversing the Canal. The project to create the Zone began in 1948 and it 
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opened for operation in 1952.2 Thomas Lyons, an agent of the U.S. Department of 

Commerce, strongly promoted the project, which was predicted to offer advantages to 

the economy by increasing the level of international trade movement through Panama. 

By using the CFZ, commercial agents could avoid complex customs and government 

regulations and connect with buyers from Latin America who often travelled to the U.S. 

and Europe for purchases. The CFZ would reduce travel time and expenses for both 

buyers and merchants. Additionally, sellers could warehouse their merchandise at a 

lower cost and these inventories would facilitate faster deliveries. The Panamanian 

economy would enjoy direct benefits from the jobs created to construct and manage the 

CFZ, the rental income, increased business travel to the country and other spillover 

effects. According to Zimbalist and Weeks (1991), Lyons’ assessment was accurate and 

the CFZ contributed to Panama’s emergence as a logistical hub for global commerce.  

 The CFZ is the second-largest zone in the world based on trade volumes. It is 

expected to move $31bn in merchandise in 2012 (Ciudad de Panamá, 2012). As a free 

zone, its main service lines are dedicated to the re-shipment of merchandise to third 

country destinations, especially for goods of Asian origin (U.S. Commercial Service, 

2012). The CFZ has become a distribution point for large multinational corporations with 

nearly 3,000 companies currently operating there (IADB, 2005; U.S. Commercial 

Service, 2012). However, the CFZ has confronted problems with the shipment of 

contraband and money laundering. The rules of the Zone, more lax than other parts of 

the economy, have attracted this illicit economic activity. The CFZ continues to be a 

                                            
2
 A free zone is essentially a duty-free economic area within which merchants can freely move, store and 

repackage merchandise for distribution without paying any duties. See http://colonfreezone.com/. 

http://colonfreezone.com/
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prime location for such illegal transactions despite efforts to reduce it (U.S. State 

Department, 2012). 

Dollarization 

 Panama’s monetary system advanced its economic progress. Panama has 

operated under a dollarized monetary system since the Taft Agreement formalized the 

dollar as circulating currency in 1904. This provision was incorporated into the 1904 

Panamanian Constitution later that year (Barletta, 2004). Although the official currency 

is the Balboa, it is pegged to the dollar. The U.S. dollar is the only paper currency used. 

The political and economic reasons for dollarizing were largely linked to Panama’s 

status as a U.S. protectorate. However, Panama has maintained this currency regime.  

 Dollarization has conferred advantages and disadvantages on the Panamanian 

economy. The use of the dollar has been viewed as an alternate form of American 

imperialism due to the lack of a central bank to establish a money supply independent 

from that of U.S. This makes it more difficult to directly manage the economy or 

implement controls when required (Zimbalist et al., 1991). The country’s service 

exports, which are generally stable in volume and price, have prevented the liquidity 

problems that often arise within a dollarized economy. The dollar has engendered 

stability in the Panamanian economy and protected it from the inflation and domestic 

financial crises that plagued other Latin American countries. Consequently, it has not 

suffered the ill effects of capital flight associated with such crises (Barletta, 2004). A lack 

of currency exchange risk has stimulated foreign investment and increased the ease of 

doing business internationally (Moreno-Villalaz, 2005). However, the use of the dollar 

has contributed to Panama’s being a prime location for laundering drug trafficking profits 

and income from other illicit activities (Zimbalist et al., 1991). 
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Emergence of the International Banking Sector 

 Panama’s banking sector evolved to service the financial activity attracted by the 

Canal. Several legislative actions established the framework for Panama’s modern 

banking system, which was formalized in 1970. The 1927 Commercial Code (Gaceta 

Oficial No. 5067, 1927)3 allowed firms to incorporate with few bureaucratic requirements 

and established the basis for tax-free offshore operations. Law No. 18 in 1959 (Gaceta 

Oficial No. 13766) provided for additional corporate secrecy by permitting the use of 

numbered bank accounts (Barletta, 2004; Zimbalist and Weeks, 1991). Panama’s legal 

infrastructure was designed to promote the attraction of foreign capital. 

 During Omar Torrijos’ dictatorship, chief economic advisor Nicolás Barletta 

designed a development strategy based on the “perceived comparative advantage of 

Panama as an international service or transit economy.” A number of improvement 

projects commenced to advance this strategy including the expansion of the Colon Free 

Zone, Canal improvement projects, and the construction of the transisthmithian oil 

pipeline. Barletta has also been credited for the creation of Panama’s modern image as 

an international banking center (Zimbalist et al., 1991, p. 27). By issuing Cabinet Decree 

No. 238 in 1970 (Gaceta Oficial No. 16640), Barletta designed a system to formalize 

and strengthen the banking center through reorganization. This legislation required 

banks to have a minimum level of paid-in capital ($250,000), established new reserve 

requirements and created a new regulatory agency to oversee banks, the National 

Banking Commission. This Decree also strengthened secrecy laws and established 

                                            
3
 The Official Gazette, or Gaceta Oficial, is the official reporting source for amendments to any and all 

areas of Panama’s legal code. See: Washington University Manual of International Legal Citation: 
Republic of Panama, available at: http://law.wustl.edu/WUGSLR/CitationManual/countries/panama.pdf. 

http://law.wustl.edu/WUGSLR/CitationManual/countries/panama.pdf
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different licenses for banks seeking to conduct onshore or offshore operations, the latter 

conferring tax advantages. These changes strengthened the banking sector by 

promoting stability and secrecy to attract business (Zimbalist et al., 1991). The banking 

sector has had a tremendous impact on the Panamanian economy by attracting high 

levels of portfolio flows and investment. 

Growth Amidst Crisis: Current Economic Overview 

“Not many people can appreciate the New Panama yet because they still 

remember the Old Panama…” (WorldTrade Executive, 2002). In some respects, this 

phrase remains true today as Panama continues to enjoy economic progress. The 

Panama Canal and the Colon Free Trade Zone have made the country a commercial 

transit center from which its economy has derived great benefit. Such activities have 

bolstered the banking center and attracted foreign investment. The project to expand 

the Canal has precipitated a new wave of economic growth and investment (Brechbühl, 

2007). Its relatively stable political environment since the U.S. removal of General 

Noriega, combined with the fact that its economy is dollarized, has heightened 

Panama’s international appeal (Grosse, 2001). The growth of the financial sector has 

contributed to the country’s economic growth and development by creating jobs, 

increasing GDP, and improving overall infrastructure using foreign investment (Sullivan, 

2011). However, illicit financial practices continue to thrive. According to GFI, these 

activities created $3,940 million in illegal cash flows annually between 2000 and 2009 in 

Panama alone (2011). 

 Panama’s economic performance has been impressive to observe amidst a 

global economy that is struggling to recover from crisis. Sustained GDP growth 

demonstrates the strength of Panama’s progress (Figure 2-3). Since 2003, Panama has 
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averaged a GDP growth rate of 8% (ECLAC, 2011). The economy is forecasted to grow 

at 7.5% for 2012 (IMF, 2012a). If Panama achieves this rate of growth, it is anticipated 

to be the strongest performing Latin American economy in the coming year 

(Oppenheimer, 2012). The Canal expansion project is credited with much of this 

economic boom, however the Panamanian government has proactively stimulated 

growth to position Panama “as a world-class financial and logistics hub” (IMF, 2012b). 

In addition to successfully managing the Canal and the expansion project, the 

government has been implementing strong macroeconomic policies designed to 

promote an open market and increase trade. Regulatory agencies, such as the Panama 

Canal Authority, have been effective managers and provided the stability and efficiency 

needed to enhance growth despite concerns related to corruption. Overall, economic 

analysts have predicted a strong, continued growth pattern for Panama in the near 

future (U.S. Commercial Service, 2012). 

Panama’s economy has always been structured around and highly dependent on 

foreign capital. It has become a prime destination for foreign investment in recent years. 

The country offers a variety of investment opportunities, ranging from high-tech 

communications to real estate and tourism investments (U.S. Commercial Service, 

2012). FDI has continued to increase since the U.S. invasion in 1989. This trend is likely 

to continue in the near future based on the Canal expansion and government plans to 

improve the country’s infrastructure (Figure2-4). Plans to improve the Tocumen 

International Airport and construct Central America’s first underground subway reveal 

that Panama is pressing forward with advancements designed to fortify the nation’s 

economic infrastructure (Oppenheimer, 2012).  
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The U.S. Commercial Service’s assessment of Panama’s investment environment 

is positive, barring some concerns about transparency and the protection of investor 

rights (2012). Open market policies that do not restrict the flow of capital or overly 

burden investors with domestic requirements have increased Panama’s appeal to 

foreign investors. Easy access to favorable financing options also promotes investment 

opportunities. Panama’s investment climate recently attracted the attention of rating 

agencies that affirmed the country’s progress. The three credit rating agencies, 

Standard & Poor’s, Fitch and Moody’s, all gave Panama an investment grade rating on 

its sovereign debt in 2010 based on the government’s ability to manage and reduce its 

debt (U.S. Commercial Service, 2012). Fitch raised Panama’s rating to BBB from BBB- 

in June 2011, putting it on the same level of such regional economies as Mexico and 

Brazil (Sabo, 2011). These ratings will likely improve Panama’s investment prospects, 

attracting more economic activity to the country.  

The international banking center has survived the global financial crisis better than 

most developed economies due to high reserve requirements and the lack of a central 

bank. Without a lender of last resort, banks in the Panamanian market have been forced 

to hold higher reserves beyond those required by law as a sort of insurance policy. 

Such conservative and prudent bank management policies have insulated many of 

these institutions from the global financial crisis and have actually encouraged growth in 

Panama’s banking center (IMF, 2012b). In fact, financial intermediation grew at 7.6% in 

2011 (Figure 2-5). 
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U.S.-Panama Free Trade Agreement 

Recent passage of the U.S.-Panama Free Trade Agreement will likely generate 

more economic growth. Apart from an increase in trade flows, Panama’s service sector 

will become more accessible to U.S. investors and companies. The FTA is anticipated 

to produce numerous non-tangible benefits. Its signal to investors may have a positive 

impact on future FDI and portfolio investments originating in the U.S. The FTA will 

provide an additional level of protection for U.S. investors by offering the option of 

alternative dispute resolution rather than dependence on the Panamanian judicial 

system. This legal protection may mitigate concerns related to local business practices 

arising from a weak rule of law (Hornbeck, 2012).  

Battling Corruption with Transparency: Democracy after Noriega 

Despite robust economic growth, the Panamanian economy continues to be 

affected by the Noriega-era image of money laundering and institutionalized corrupt 

behavior. Although a culture of corruption has been a part of the country’s distant past, 

Panama continues to struggle against this persistent problem that stems primarily from 

politics and spills over into the business arena. Concerns over a lack of transparency 

are legitimate since Panama has become a premier destination for foreign investment. 

Economic progress has improved the business environment in Panama, but meaningful 

reform designed to target corruption is still lacking. Without the political will to 

systematically eradicate this cultural phenomenon, corruption may hinder growth to 

some extent (Sullivan, 2011).  

International organizations and U.S. Government officials have expressed concern 

over the persistence of corruption they have observed. In Transparency International’s 

(TI) 2011 Corruption Perception Index, Panama was ranked at 86 out of 182 countries, 
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falling 13 spots compared to 2010, and received a score of 3.3 on a 10 point scale, with 

10 being the least corrupt (Transparency International, 2011). This ranking is better than 

its regional counterparts, but Angélica Maytín, Executive President of the TI’s local 

chapter, explained that this is a setback for Panama, marking an increase in the 

perceived level of corruption. Furthermore, she highlighted that Panama’s perceived 

level of corruption has not improved significantly over the past three presidential 

administrations (Rodríguez, 2011) (Figure 2-6).  

U.S. Government officials believe that the corruption linked to business practices 

is an expression of political culture. During our meeting, Heather Coble, an Economic 

Affairs Officer, suggested that the political and economic infrastructure allow for 

corruption in Panama. She explained that some Panamanians consider positions of 

power and elevated rank to be entitled to certain perks, implying an acceptance of 

corruption. This practice is the way it has always been based on her observations. 

Benefitting from the power of higher office, often in corrupt ways, is viewed as a right 

and perk associated with the post (Coble, 2011).4  

 Peréz suggests that the structure of the post-invasion legislative branch has 

encouraged rent-seeking behavior, leaving their legislative power available for 

purchase. Politicians have resorted to funding their activities and augmenting their 

salaries through corruption, bribery and graft. The judiciary is also subservient to the 

executive branch, which wields ultimate authority over the judiciary and legislative 

branches in spite of the balanced constitutional system. This structure parallels many 

                                            
4
 I met with a U.S. Foreign Service Officer in charge of Economic Affairs at the U.S. Embassy in Panama 

in July 2011. These remarks were obtained during that meeting for the purposes of furthering my 
research. 
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constitutional frameworks in Latin America that have traditionally given greater authority 

to the president or executive. Institutional disposition towards corruption has resulted in 

inefficient governance, especially in the judiciary branch (Pérez, 2011). 

Bribery is considered to be the cost of doing business and nothing out of the 

ordinary in the political sphere. In an interview with the former U.S. Ambassador to 

Panama prior to his departure from office, William Eaton cited the following:  

There are still problems with the issue of corruption in Panama, and this 
affects the investment climate. This creates problems for the country’s 
image…I think corruption is a cultural problem for Panamanians, because if 
the country’s elite are promoting corruption, it sends a signal to the people, 
even the children learn how to play the game (juega vivo). (Morales Gil, 
2008) 

It appears that corrupt practices are ingrained in the political culture and continue to 

persist. Some reforms have been undertaken. Recently, an anti-corruption academy 

was established with support from the United Nations as a regional facility to train 

judges, political officials, and law enforcement officials to detect and counteract corrupt 

practices (U.N. Office on Drugs and Crime, 2011). A transparency law enacted in 2002 

requires officials to disclose reports of their activities in office. This law has produced 

mixed results because many officials consider the requirements to be inapplicable to 

them, and in some cases, the courts have failed to enforce them (Mizrachi Angel, 2011). 

Until this cultural paradigm begins to shift, institutional corruption will continue to inhibit 

Panama’s potential. 

Summary 

Panamanian reaction to the TIEA is explained in part by the special relationship 

that Panama had with the U.S. throughout the twentieth century. From the building and 

management of the Canal to the military intervention that ousted Noriega in the late 80s, 
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the U.S. played a prominent role in Panamanian affairs. U.S. presence and influence 

were key factors throughout the twentieth century and into the twenty-first. This 

relationship remained unchanged until the U.S. withdrew from Panama after 

relinquishing control of the Canal in 2000 (Sullivan, 2011). Until that point, Panama was 

treated as a protectorate and it enjoyed an elevated status in comparison to its regional 

counterparts.  

 Panama’s impressive recent economic growth is the result of strong market-

based policies intertwined with U.S. influence. The use of the U.S. dollar as legal 

currency has provided Panama with currency stability that facilitates portfolio investment 

inflows. These capital inflows prompted the creation of the international banking center 

and the development of legal services to protect these investments. Reliance on a 

service economy means that the global business community’s perception of Panama is 

important. The negative political rhetoric associated with the TIEA and the identification 

of Panama as a tax haven may potentially be dangerous to the country’s economic 

foundation. 

 Political corruption detracts from Panama’s impressive reputation, evidenced by 

weak contract enforcement and bribery. These practices appear to be grounded in 

political culture that considers positions of authority as being entitled to such privileges. 

Although corruption is not as pervasive as in other Latin American countries, it 

undermines Panamanian institutions and may deter some foreign investors. The tax 

haven debate draws upon these deficiencies as evidence of a non-transparent banking 

and financial practices. Strong institutions would enable Panama to dismiss such 
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discriminatory labels. In part, Panama’s motivation to enter into the TIEA was linked 

with the symbolism of compliance and transparency that this agreement afforded. 
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Figure 2-1. Panama Canal Revenue as Percentage of GDP, 2008-2012 
Source: Panama Canal Authority, 2011 

 

 

Figure 2-2. Projected Fiscal Income from Panama Canal Expansion  
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Figure 2-3. Panama GDP Growth, 2003-2013 

Sources: Economic Commission for Latin America and the Caribbean (ECLAC), 2011 
and International Monetary Fund (IMF), 2012 

 

 
Figure 2-4. Panama Net Foreign Direct Investment, 2003-2012 

Source: Economic Commission for Latin America and the Caribbean (ECLAC), 2011 
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Figure 2-5. Economic Growth (Percentage) of Financial Intermediation, 2007-2011 
Source: Panama National Institute of Statistics and Census, 2011 

 

 

Figure 2-6. Evaluation of the Panama’s Past Three Presidential Administrations in terms 
of Corruption Measured by Transparency International 

Sources: La Prensa, 2011 and Transparency International, 2011  
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CHAPTER 3 
PANAMA: TAX HAVEN OR REGULATED OFFSHORE FINANCIAL CENTER?   

 The laws and investment standards positioning Panama as the financial hub of 

the Western Hemisphere were established in the 1920s and substantively amended in 

the 1970s. These policies instituted bank secrecy and a high level of legal protection to 

attract foreign deposits and investment. Initially a development strategy adopted to 

promote economic growth, the offshore banking system came to be seen as the 

predominant feature of Panama’s tax haven framework. Panama’s designation as a tax 

haven has maligned the country’s international reputation and reinforced 

misconceptions about current banking practices being similar to those employed under 

Noriega. 

 Global debate about tax competition and financial transparency targeted Panama 

for institutionalized “opacity” in the banking sector. This chapter discusses the debate 

surrounding Panama as a tax haven and offshore financial center. Both terms suggest a 

lack of regulation and oversight. By examining the laws that Panama adopted to 

improve its international banking sector, I explain how the negative connotations of 

“offshore” and “tax haven” became inextricably linked with Panama. The country 

introduced a number of reforms to comply with international regulations to counter any 

negative effects these labels posed. These amended operating standards appear to 

challenge the characterization of Panama as a financial miscreant, and indicate that 

Panama is cooperating in efforts to deter financial crimes and implement internationally 

recognized operating standards.  

 The use of the TIEA and other tax treaties to introduce transparency into the 

Panamanian banking sector may be overstated. Such assertions fail to acknowledge 
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the legislative amendments and regulations that have been implemented, especially 

after 9/11. This section addresses the legal principles challenged by the TIEA as well as 

those legal norms that provoked the proliferation of tax treaties. I conclude by 

discussing the international movement targeting harmful financial practices, led by the 

OECD, and the tactics used to encourage compliance. These issues frame the 

foundation for the TIEA’s implementation and the politics that precipitated the 

emergence of similar agreements. 

Offshore Financial Practices: Opacity or Efficiency? 

The concept of offshore financial centers (OFCs) in the financial world is often 

juxtaposed with what presumably would be its opposite, onshore banking. However, the 

description and definition of what distinguishes an OFC has been debated. Vlcek 

describes this dichotomy by suggesting that the term “offshore” often denotes financial 

practices that lack regulation. He challenges this assumption claiming that OFCs are 

frequently established within countries that adhere to financial norms and regulations. 

The distinction is that these countries have pursued a less-regulated approach to 

“…encourage and support their (offshore) business environment” (2008, p. 19).  

The delineation between offshore and onshore may be a matter of perspective 

based on the directionality of financial flows, regulation and the overall economic effects 

these factors have from the viewpoint of the onshore economy. OFCs have been 

described as banking centers that provide “a favorable financial environment to non-

residents” (Johnson et al., 2003) and stimulate international competition. They offer 

corporations and non-residents a strategic way to decrease their tax burden and avoid 

cumbersome, costly regulation. In this regard, OFC competition encourages onshore 

regulatory agents to avoid onerous policies (Dionne et al., 2010).  
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The global economy has blurred the traditional distinctions between “onshore” and 

“offshore” in the financial world. A difficulty that arises in defining offshore finance is the 

fact that most financial centers provide both onshore and offshore services (Witherell, 

2002). Using the IMF’s definition, Witherell characterizes an offshore financial center as, 

“a center where the bulk of the financial sector activities is offshore on both sides of the 

balance sheet, …where the transactions are initiated elsewhere, and where the majority 

of the institutions involved are controlled by nonresidents” (Witherell, 2002). The broad 

nature of this definition encompasses reputable OFCs that comply willingly with 

international regulatory norms and others that facilitate financial crimes. According to 

the U.S. Government Accountability Office (GAO), the U.S. Internal Revenue Service 

(IRS) applies the term offshore to “…a country or jurisdiction that offers financial 

secrecy laws in an effort to attract investment from outside its borders” (2007). The 

perception of OFCs depends entirely on perspective: “Host countries see such activities 

as a source of growth and a legitimate area for economic diversification. For critics, 

OFCs are a stark reflection of the severe problems—including tax evasion and money 

laundering—triggered by the lack of transparency and regulation that comes with 

unfettered globalization” (Gonzalez and Schipke, 2011, p. 44). 

Secrecy is an Offshore Commodity 

OFCs emerged alongside the development of the global marketplace. The newly 

floated currency exchange rates established by the Bretton Woods Agreement enabled 

states to adopt variations in banking regulation, interest rates and other financial tools. 

The emergence of the Eurodollar, and more generally the Eurocurrency market,1 

                                            
1
 Eurocurrency is any currency deposited by a government outside of its home jurisdiction where that 

currency is legal tender. For example, a Eurodollar market exists in Japan since the U.S. dollar is not the 
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allowed OFCs to capitalize on the expansion of this niche market, attracting 

extraordinary levels of capital investment compared with the local economy (Burn, 

2006). Some small states embraced this approach as a development strategy, which is 

the plan that Panama implemented in the 1970s (Vlcek, 2008; Zimbalist and Weeks, 

1991). The legitimacy of OFCs has come under scrutiny; yet Antoine (2010) argues that 

they are not only legitimate, but their existence is founded upon the laws established 

and relied upon onshore. She suggests that this “rampant hypocrisy” should motivate 

OFCs to lobby on their behalf and seriously engage in the debates underlying the 

legality of offshore laws; laws that she explains are designed to attract and cater to 

foreign investors. Palan et al. (2010) claim that OFCs represent “legislative spaces” that 

offer secrecy and apply little regulation to ensure that the real location or identity of an 

asset’s owner is “decoupled” from the legal location. 

OFCs compete with onshore financial centers by offering “low or zero taxation 

schemes that appeal to firms seeking to cut their tax bills” (Gonzalez and Schipke, 

2011, p. 42). Cost competitiveness is often the result of lower regulatory standards, 

which produce fewer administrative costs (Gonzalez and Schipke, 2011). Although a 

number of financial and legal service offerings can be found in an offshore financial 

center, the central offering is the protection afforded by secrecy (Tax Justice Network, 

2007). This principle supported the development of international banking in Panama, 

and it has been a primary driver behind its appeal to foreign investors.  

                                                                                                                                             
local currency. During the 1950s and 1960s, international financial markets began trading Eurocurrencies 
on a global scale providing new investment opportunities for businesspeople and an available source of 
mobile capital (Burn, 2006). 
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The success OFCs have enjoyed, by luring capital from onshore markets, has put 

them in the center of a political controversy related to regulation and taxation. Antoine  

(2010) points out that OFCs should not be attacked for their success or berated for their 

laws, but rather, should be considered expressions of commercial enterprise. Bank 

confidentiality is valuable in OFCs, and consequently, policymakers outside of these 

jurisdictions have challenged it as an impediment to transparency.  

“Bank secrecy” is a legal standard that prevents government access to financial 

information to determine asset ownership for tax purposes or to enforce other financial 

regulations. This standard can apply within the jurisdiction or to the sharing of such 

information with foreign jurisdictions. Violations are often subject to criminal charges 

(U.S. House Joint Committee on Taxation, 2009). According to the U.S. House Joint 

Committee on Taxation, seeking such confidential information can produce tensions 

between states when the information is sought for enforcement purposes (2009). U.S. 

laws protect individual financial privacy from public disclosure, but the government 

requires U.S. financial institutions to maintain records of certain transactions to counter 

money laundering based on the 1970 Bank Secrecy Act (U.S. House Joint Committee 

on Taxation, 2009). This practice runs counter to the culture of secrecy jurisdictions 

which prevent government incursions into financial privacy at all costs. Section 319 of 

the Patriot Act has reduced bank secrecy by requiring all correspondent banks2 to 

comply with disclosure requirements to combat money laundering. Financial institutions 

outside of the U.S. that hoped to preserve access to U.S. banks and the U.S. financial 

                                            
2
 A correspondent bank is a bank that has a relationship with a foreign bank or affiliate, and in some 

cases, it may act as the foreign bank’s representative abroad to facilitate international lending. U.S. 
correspondent banks are required to comply with U.S. bank regulations and requirements to maintain this 
status. 
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market consequently implemented these disclosure requirements for cases in which 

money laundering was suspected. The Patriot Act underscores the demise of bank 

secrecy, presuming it is still a viable commodity (Preston, 2002).  

Transparency and access to information are cornerstones to this discussion 

because the existence of tax havens is based upon secrecy. Without opaque secrecy 

laws, tax havens supposedly would not be equipped to provide the services they are 

currently able to render. Eliminating this barrier to institutional transparency is at the 

core of the Tax Justice Network’s efforts as well as the OECD’s Global Forum on 

Transparency and Exchange of Information for Tax Purposes (OECD, 2011; Tax Justice 

Network, 2012). The movement to eliminate tax evasion has provoked a highly political 

debate.  

Financial centers recognized for anonymity and bank secrecy have responded by 

altering their operating standards. The Swiss began to reduce the stringency of their 

secrecy laws to comply with foreign authorities in tax evasion and money laundering 

cases after the UBS Scandal in 2008.3 Referring to this policy change, outgoing 

chairman of the UBS Board Kaspar Villiger noted that, “Banking confidentiality is 

increasingly losing its legitimacy.” He clarified this opinion by suggesting that “other 

states are no longer prepared to accept their citizens evading taxes in this way” 

(Hollingshead, 2012).  

Other jurisdictions have responded out of concern for their future financial 

solvency if they continue to resist changing their bank secrecy restrictions. Lichtenstein, 

another recognized secrecy jurisdiction, relaxed its secrecy restrictions to allow the 

                                            
3
 For details on the 2008 UBS Scandal, refer to Chapter 1 footnote 6 in the section entitled “The Purpose 

of Tax Treaties.” 
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country to comply with foreign tax information requests in 2009. A number of other 

“secrecy-oriented countries” followed Lichtenstein, including Luxembourg, Andorra and 

Austria (Simonian et al., 2009). A recent article on Lebanon, another country with strict 

secrecy laws and sizeable financial flows, analyzed the impact that increased reporting 

standards required by U.S. authorities would have on its financial sector. Lebanon lifted 

bank secrecy to cooperate in cases of money laundering in 2001, but similar to 

Panama, resisted comprising bank secrecy to combat tax evasion. However, legislation 

proposed to criminalize tax evasion has been proposed, a response evoked by the tax 

transparency movement in tandem with international political and economic pressure 

(Nash, 2012). Numerous countries, especially those with high levels of bank secrecy, 

have followed the Swiss example, illustrating that bank secrecy is increasingly losing its 

allure (The Economist, 2012).  

The U.S.-Panama TIEA reflects these interactions of bank secrecy, transparency, 

sovereignty and rule of law. It contributed to introducing new policy standards into 

Panama’s regulatory environment. Panama is classified as an OFC because of its 

robust international banking center and the related legal and other service offerings 

provided to primarily foreign clientele. The country’s reputation as an OFC has been 

challenged in the global crackdown on tax havens for its legal infrastructure. Bank 

secrecy was an element that facilitated Panama’s development as a thriving 

international banking center, but it is no longer its defining characteristic according to 

my informants Victoria Figge-Cederkvist and José Javier Rivera. This campaign against 

secrecy is heavily motivated by tax revenue collection, rather than the publicly stated 

effort to promote transparency, but it has been effective in establishing new 
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mechanisms to enhance tax law enforcement. The next section will discuss the laws 

that contributed to Panama becoming an OFC and how these rules have changed over 

time to respond to changing international norms.  

Overview of Panama Banking Laws & Financial Regulations 

 Panama’s legal infrastructure, designed to cater to a service-based economy, is 

grounded in Panama’s geographic location and its transit economy. Its financial and 

banking laws evolved to promote the activities associated with commercial transit and 

cross-border investment. These laws contributed to Panama’s depiction as a tax haven 

and brought significant bank deposits into the country. However, these laws have 

evolved to respond to changing international norms. 

Panama’s Regulatory Framework: Banking Laws Protect Secrecy 

Panama’s financial service industry appealed to foreign banks and investors by 

offering “favorable tax treatment” (Illueca, 1990, p. 1). This principle was institutionalized 

with the adoption of the Law No. 32, the General Law on Corporations (Ley General de 

Sociedades Anonímas) in 1927 (Gaceta Oficial No. 5067, 1927). These provisions 

confer tax benefits on companies incorporated in the country, comparable to Delaware’s 

incorporation laws (Delaware Corporation and Business Entity Laws, 2012). Law No. 32 

allows anyone, Panamanian or foreign resident, to form a corporation for licit purposes 

without a physical presence in Panama. It provided these corporate entities a tax-free 

status, granting them “offshore” status within Panamanian territory (Illueca, 1990). This 

legal structure paved the way for the creation of private trusts and other asset protection 

vehicles that shield beneficiaries from tax authorities in their home countries; however, 

much of this system has changed. 
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 Secrecy has been enshrined in Panamanian law. The tenets of privacy are 

embedded in the Panamanian Constitution and its Administrative Code, both of which 

protect personal information and private communications (written or verbal) from public 

disclosure without a judicial order (Illueca, 1990). Subsequent legislation fortified these 

privacy provisions and extended them to banking practices. Law No. 18 of January 

1959 (Gaceta Oficial No. 13766, 1959), established provisions for the creation of 

numbered bank accounts similar to the Swiss banking system. This law protected the 

identity of such account holders, which included punitive fines for disclosure. Additional 

provisions stated that, even in the case of disclosure, judicial or legal authorities would 

not have the right to freeze or confiscate assets. Subsequent laws modified and 

strengthened these bank secrecy provisions. Enacted in January 1961, Law No. 17 

modified the Commercial Code with Articles 89 and 93 (Gaceta Oficial No. 14335) 

which outlines the protection afforded commercial and business records except in the 

case of a judicial order. The Labor Code reinforces the barrier of secrecy by allowing for 

the imposition of sanctions if bank information were disclosed without a judicial order, 

particularly to foreign authorities (Illueca, 1990). 

Banking legislation adopted in 1970 established the foundation for the modern 

Panamanian banking system. Cabinet Decree4 No. 238 (Gaceta Oficial No.16640, 

1970) enabled foreign banks to operate in Panama and created the National Bank 

Commission to regulate Panamanian banks and foreign banks operating inside the 

country. It also provided a high level of bank secrecy and anonymity for depositors by 

expressly prohibiting banks, bank employees and regulatory authorities from divulging 

                                            
4
 Cabinet decrees function similar to an executive order in the U.S. See a Lawyer’s Guide to Panama by 

Julio Cesar Contreras, III at http://www.natlaw.com/pubs/sppnga1.htm.  

http://www.natlaw.com/pubs/sppnga1.htm
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account information unless ordered to do so by law (Illueca, 1990). Bank users were 

offered great latitude in terms of secrecy similar to the Swiss banking system. They 

were able to easily transfer funds into and out of the country with relative impunity.  

Domestic and foreign bank depositors have the same rights under Panamanian 

law and possess the ability to transfer funds tax-free. Foreign income is non-taxable as 

well as interest earned on local bank deposits and securities (Grosse, 2001). Disclosure 

of bank information is protected against in different parts of the Panamanian Penal 

Code. This code generally protects the right to privacy, for persons and domiciles, and 

this right to privacy extends to bank information and personal accounting data unless 

sought with judicial order or warrant. In the case of noncompliance, it provides for 

punitive actions such as monetary fines, jail time and professional suspensions (Illueca, 

1990). This legal structure has remained unchanged until recent currents in the global 

business environment have forced Panama to reevaluate its regulatory policies. 

Panama Historically Resisted Full Disclosure 

Panama has traditionally resisted infringements on its strict bank secrecy laws. In 

the 1980s, the U.S. began to pressure Panama to alter its secrecy provisions (Christian 

Science Monitor, 1986). This initiative was a response to Noriega’s abuse of the 

banking system, which promoted the laundering of drug profits. During this period, U.S. 

congressional hearings and reports began to highlight the abuse perpetuated by 

offshore centers relying on incorporation and banking laws similar to those of Panama. 

The U.S. continued to intensify pressure in the 1980s, and after Noriega’s removal from 

power, attempted to induce Panamanian acquiescence by threatening to cut off 

financial aid (Labaton, 1990b). At the time, Panama refused to compromise its secrecy 

laws to hand this information over to U.S. authorities, also called “fishing extradition 
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powers” (Christian Science Monitor, 1986). The U.S. lobbied for tax information 

exchange, but Panama rebuffed these efforts because the political leadership at the 

time determined that it was not in the country’s best interests (Toronto Star, 1990). 

Similar to many of the arguments against the TIEA, Illueca articulates these concerns 

using prose that has been repeatedly affirmed by many Panamanians:  

On the world stage Panama has too much of its own interests at stake as 
an international financial center. Its national interest is bound to prevail over 
foreign interests, and in no way can risk losing economic gains with the 
hasty adoption of complex compliance measures at the statutory or 
conventional level, which in the end would slow the pace of economic 
growth and deface its institutional image.5 (Illueca, 1990, p. 87) 

Being part of what has contributed to Panama becoming an international banking 

center, it has defended its reluctance to compromise banking secrecy and its 

sovereignty using legal and economic arguments. To improve international cooperation, 

Panama modified its secrecy laws to combat illicit financial activity. The most recent 

amendment, Art. 111 of Executive Decree No. 52, was published in February 2008 

(Gaceta Oficial No. 26035). It states that banks may only release client-specific 

information with client consent except when sought for statistical analysis, when 

requested by a competent authority,6 when required by court order or when required as 

part of a criminal investigation associated with money laundering, terrorism or a related 

financial crime. Disclosure is prevented except when the information is pertinent to an 

                                            
5
 I translated the original text which reads: “En la escena mundial Panamá tiene demasiados intereses 

propios en juego como centro financiera internacional. Su interés nacional está llamado a prevalecer 
sobre el interés foráneo, y en modo alguno puede arriesgarse a perder relevantes conquistas 
económicas con la adopción apresurada de medidas de complejo cumplimiento a nivel estatutario o 
convencional, que en fin de cuentas retrasarían el ritmo de su crecimiento económica y desfigurarían su 
imagen institucional”  (Illueca, 1990, p. 87). 

6
 A “competent authority” is considered to include authorities such as the Superintendency of Banks of 

Panama, the Ministry of Finance and other such Panamanian authorities. See Appendix D, Article 4.1(a). 



 

74 

ongoing criminal investigation conducted by a foreign jurisdiction, such as cases related 

to money laundering or terrorist financing. Panamanian banks would be authorized to 

disclose client information in this case, so long as it is relevant and necessary to the 

investigation and could not be obtained through alternate means. Should a bank 

employee or financial intermediary dealing in a client’s banking information publicly 

disclose sensitive information, the individual would be prosecuted under criminal 

proceedings according to Panamanian law (Superintendency of Banks, 2008). 

Legislative amendments to Panamanian legal code outline specific cases where 

information sharing is permitted; however, it is ultimately at the discretion of 

Panamanian authorities. Excluded from these cases was any mention of tax avoidance, 

tax evasion or tax-related criminal issues. Panama does not share tax-related 

information unless the related investigation falls into the category of a criminal offence. 

Tax evasion is not a crime according to Panamanian law because it is considered a civil 

rather than criminal offence (Arce, 2009). Panama also employs the principle of dual or 

double criminality7 (IMF, 2007b). An offense would need to be of a criminal nature to 

warrant the sharing of information without client consent. The fact that Panama does not 

consider the evasion of foreign taxes to be a criminal issue precludes it from sharing 

information related to these infractions. This principle, “…provides a safeguard against 

abuses by foreign jurisdictions attempting to discount the privacy rights afforded by 

Panama’s borders” (Arce, 2009). 

                                            
7
 Double Criminality requires an action to be a crime in both the country where the act is committed and in 

the country requesting that the perpetrator be punished (Cryer et al., 2010).  



 

75 

The income tax system in Panama is based on the principle of territoriality.8 

According to Art. 694 of the Fiscal Code (Gaceta Oficial No. 12995, 1956), income 

generated in Panama or that which is considered to be derived from a Panamanian 

source is taxable (Gaceta Oficial, 2012). Foreign-source income is non-taxable (OECD, 

2012b). Consequently, the nation has refused to assist the U.S. in criminal 

investigations of tax evasion. The territoriality principle implies that there is a domestic 

tax requirement for all record keeping and accounting information. If the income is not 

taxable based on territoriality, Panamanian authorities do not require individuals or 

companies to present official records to national tax authorities documenting these 

finances. As a result, were Panama able and willing to exchange tax-related 

information, their ability to do so would be limited by a lack of information and reporting 

to respond to such inquiries (OECD, 2012b). 

Panama has been unwilling to substantively alter this legislation for fear that it 

would lose business in the financial service sector as well as the estate and trust 

planning industry, which comprises a substantial proportion of the country’s annual 

income and GDP (U.S. State Department, 2012). Confidentiality and secrecy have 

come to be valued by offshore banking centers, such as Panama, as commodities that 

offer a comparative advantage over other financial jurisdictions (Morriss, 2010). 

Furthermore, the privacy and secrecy embedded in Panamanian law have cultivated 

cultural norms and business practices to attract portfolio flows in the form of foreign 

                                            
8
 The territoriality principle describes the principle of levying tax only within the territorial jurisdiction of a 

sovereign tax authority or country. The underlying theory is that no taxes can be levied by a state beyond 
its borders without violating the sovereign tax authority of another state. Consequently, both residents and 
non-residents of a state adopting this principle are only taxed on the income from sources in that country. 
Residents are not taxed on any foreign source income, subject to anti-avoidance measures. See 
International Bureau of Fiscal Documentation (IBFD). (1992). International Tax Glossary, (2nd Ed.) 

Amsterdam: International Bureau of Fiscal Documentation.  
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investment. The U.S. TIEA marks a new direction for Panamanian banking laws and 

represents a turning point related to client confidentiality. Client information can now 

become the subject of U.S. inquiry if related to tax investigations, no longer limiting U.S. 

discovery for legal cases due to a restricted access to information. 

A Stigma Remains: Drug Trafficking & Money Laundering 

 Panama’s financial system has been used for money laundering in part due to its 

open regulatory framework lacking currency controls and its dollarized monetary 

system. Although much of this activity occurred under Noriega, Panama continues to 

confront this abuse of its banking system. Money laundering is a system of “cleaning” 

illicit profits by moving these funds through legitimate businesses and investments until 

the source can no longer be detected to avoid taxes and evade law enforcement. 

Noriega provided these services to his associates during his dictatorship, which officially 

tarnished Panama’s banking center with profits from narcotrafficking. By capitalizing on 

his relationship with the U.S. as a CIA informant, Noriega was able to offer his clients an 

additional level of security with his laundering services. These activities, combined with 

political violence and instability, provoked the only major banking crisis in Panama in 

March 1988, resulting in bank closures and liquidity problems (Zimbalist and Weeks, 

1991).  

These illicit activities harmed the Panamanian banking sector in the short-term, but 

they also attached a stigma. The volume of bulk cash transactions that occurred under 

Noriega are estimated to be in the multimillion dollar range. Noriega’s bank held assets 

with Bank of Credit and Commerce International (BCCI) alone were estimated to 

exceed $20mn upon his capture in 1989 after having transferred a significant amount of 

assets out of this account (Grosse, 2001). To repair the tarnished image of the banking 
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sector, the Panamanian ambassador to the U.S. wrote a letter that was published as an 

op-ed in the New York Times. In it he expressed the ire felt by Panamanians over this 

abuse and stated that reforms would follow to protect the country’s financial system 

(Rodriguez, 1990). He asserted in another article that, ''Panamanians have been the 

major victims of money laundering. It has led to abuses which cost Panama its 

democracy'' (Labaton, 1990a). A banker in Panama noted “Banking is a state of mind” 

and explained that ''The stigma of money laundering…is more damaging to the industry 

than anything else. It's immoral” (Labaton, 1990a). Reputation can be just as valuable 

as solid banking principles. Cleaning up the sector’s image began following the Noriega 

era, but continues today. Lingering questions about business practices remain 

regardless of the accuracy of this portrayal.  

Regulation on the Rise 

Despite its perceived reputation for weak financial oversight, Panama has 

demonstrated a commitment to conforming to and implementing the terms of 

international agreements and treaties designed to target illicit financial activities. Over 

the past fifteen to twenty years, Panamanian authorities have exerted substantial effort 

to comply with anti-money laundering (AML) regulations. In line with the Basel 

Committee9 25 Core Principles for Effective Supervision, the Superintendency of Banks 

of Panama was created in Panama in 1998 to monitor the banking industry. This 

regulatory body oversees and promotes financial transparency in the banking center to 

prevent the system from being taken advantage of by those conducting illicit activities 

                                            
9 Basel Committee on Banking Supervision “provides a forum for regular cooperation on banking 
supervisory matters. Over recent years, it has developed increasingly into a standard-setting body on all 
aspects of banking supervision.” Its 25 Core Principles, originally published in September 1997, 
established norms to for countries to evaluate the quality of their bank supervisory systems. See 
http://www.bis.org/publ/bcbs129.htm. 

http://www.bis.org/publ/bcbs129.htm
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(Superintendency of Banks, 2012). U.S. officials believe the Superintendency to be an 

effective regulatory body that is successfully fulfilling its mandate (U.S. Commercial 

Service, 2012). After having been the target of a Financial Crimes Enforcement 

(FinCEN) Advisory10 in 2000 and blacklisted by Financial Action Task Force’s (FATF)11  

for similar reasons (FATF, 2002; FinCEN, 2000), Panama went on to implement AML 

legislation, Law 41 (Gaceta Oficial No. 24152-A, 2000). This law expanded the list of 

predicate crimes12 that can result in criminal money laundering charges. 

Since that time, Panama has complied with the Financial Action Task Force’s 40 

Recommendations13 including the act of criminalizing money laundering (IMF, 2007a). It 

is also a party to a number of agreements related to anti-money laundering, anti-

corruption and the prevention of terrorist financing.14 It has a Mutual Legal Assistance 

                                            
10

 FinCEN is a bureau of the U.S. Treasury Department that monitors and deters financial crimes. The 
2000 Advisory notified banks and financial institutions operating in the U.S. “of serious deficiencies in the 
counter-money laundering systems of the Republic of Panama.” The notice further cautioned that 
transactions with Panama should be scrutinized heavily for suspicious activity. See 
http://www.fincen.gov/news_room/rp/advisory/pdf/advis23.pdf. 

11 
The Financial Action Task Force (FATF) The Financial Action Task Force (FATF) is “an inter-

governmental body established in 1989 by the Ministers of its Member jurisdictions. The objectives of the 
FATF are to set standards and promote effective implementation of legal, regulatory and operational 
measures for combating money laundering, terrorist financing and other related threats to the integrity of 
the international financial system. The FATF is therefore a “policy-making body” which works to generate 
the necessary political will to bring about national legislative and regulatory reforms in these areas.” See 
http://www.fatf-gafi.org/pages/aboutus/. 

12
 Money laundering was criminalized by adding Law 41 to the Criminal Code on October 2, 2000. The 

predicate crimes connected to money laundering include: qualified fraud, illegal arms trafficking,  human 
trafficking, kidnapping, extortion, embezzlement, corruption of public officers, acts of terrorism, 
international theft, trafficking of vehicles and drug trafficking. Notably absent from this list is tax evasion 
due to its classification as a civil matter rather than a criminal issue. See Norms in Force, available at: 
http://www.superbancos.gob.pa/documentos_ing/prevention_control_illicit_operations/legislation_norms_i
n_force.pdf. 

13
 These Recommendations are “recognized as the international standard for combating of money 

laundering and the financing of terrorism and proliferation of weapons of mass destruction.” See 
http://www.fatf-gafi.org/pages/aboutus/.   

14
 For a complete list of international conventions to which Panama is a signatory, refer to the 

Superintendency of Banks of Panama, Norms in Force, available at: 

http://www.fincen.gov/news_room/rp/advisory/pdf/advis23.pdf
http://www.fatf-gafi.org/pages/aboutus/
http://www.superbancos.gob.pa/documentos_ing/prevention_control_illicit_operations/legislation_norms_in_force.pdf
http://www.superbancos.gob.pa/documentos_ing/prevention_control_illicit_operations/legislation_norms_in_force.pdf
http://www.fatf-gafi.org/pages/aboutus/


 

79 

Treaty (MLAT) with the U.S. to facilitate law enforcement collaboration that has been in 

place since 1991 (Superintendency of Banks, 2012). The MLAT allows limited 

information sharing related to money laundering, narcotics trafficking and other criminal 

investigations (Arce, 2009). The MLAT does not cover purely tax matters (Sullivan, 

2007). Because tax crimes are not considered a predicate crime related to money 

laundering by Panamanian law, the U.S. cannot request information exclusively to 

investigate tax evasion. However, if this information is sought in connection with a 

money laundering investigation, Panamanian authorities are able to cooperate provided 

that the courts do not interfere (Arce, 2009). Panama actively pursues criminals who 

take advantage of the country’s banking system. However, there are clear limitations 

impeding the regulatory measures in place that continue to enable tax evasion. 

Rule of Law: Enforcement is Problematic 

The international community remains skeptical over the extent that Panama has 

improved transparency and regulation. Weak judicial enforcement of these regulations 

affects investor confidence and that of international government authorities. In spite of 

this, regulatory agencies have managed to separate themselves from these shadows of 

doubt. According to the U.S. Commercial Service (2012), authorities in the banking 

sector have successfully maintained their independence from local political affairs that 

involve corruption. Financial oversight bodies, such as the Financial Analysis Unit,15 

suffer from a lack of political will that has underfunded and severely limited its operating 

capabilities in combating money laundering (U.S. State Department, 2012). A distinct 

                                                                                                                                             
http://www.superbancos.gob.pa/documentos_ing/prevention_control_illicit_operations/legislation_norms_i
n_force.pdf. 

15
 Financial Analysis Unit (FAU): Body established by FATF to protect the Panamanian economy from 

money laundering through deterrence and due diligence. 

http://www.superbancos.gob.pa/documentos_ing/prevention_control_illicit_operations/legislation_norms_in_force.pdf
http://www.superbancos.gob.pa/documentos_ing/prevention_control_illicit_operations/legislation_norms_in_force.pdf
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divide exists in Panama between the high level of regulation required and enforced 

within the financial sector, and the political will to execute such policies outside of the 

banking sector. 

Although an independent judiciary exists in political structure, it is not considered 

to be a transparent, efficient or a completely independent body by many international 

organizations. Transparency International ranked Panama at 73 out of 178 countries in 

2010 but it fell to 89 in 2011 based on concerns regarding judicial independence and 

political corruption. According to the World Bank, rule of law in Panama is ranked at 

52.4% whereas its neighbor Costa Rica ranks higher at 65.6% (2011). This figure 

indicates that skepticism remains over the predictability of the judicial decisions and 

contract enforcement. Panama’s economic freedom is ranked at 55 out of 179 

countries. Although respectable, corruption and institutional weakness are cited as 

detracting from the country’s promising economic infrastructure (Heritage Foundation, 

2012). These issues introduce some risk and uncertainty into the business and 

regulatory environments. There have been small gains in reducing corruption and 

political bribery, but tangible results remain to be seen (Heritage Foundation, 2012). 

  The consistent and independent enforcement of the rule of law remains a 

challenge. Government scandals linked to judicial appointments confirm concerns that 

the judiciary lacks the authority to act independently and without interference from 

external political influence. Local reports have confirmed “a near-normalization of 

corruption in the Panamanian judiciary” (Frantz et al., 2011). Adolfo Linares confirmed 

this report during our meeting, citing that Panama does not have the checks and 

balances or the effective judiciary needed to promote a strong rule of law. He explained 
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that Panama struggles against the caudillo,16 a phenomenon that empowers executive 

authority, rather than reinforcing the rule of law through its democratic institutions. 

Lacking the ability to enforce laws, the judiciary is unable to strengthen and bolster 

Panama’s regulatory environment. Having the legal mechanisms and legislation in place 

are not sufficient to promote transparency or counteract what Heather Coble 

characterized during our meeting as a “wild west attitude about business” in Panama. 

Part of the U.S. reluctance to accept Panama’s compliance as a sign of change is 

related to the fact that the rule of law remains weak, a challenge that is further 

complicated by judicial scandals and interference from the executive branch. 

Tax Havens & OFCs: Moral Aberration or Strategic Advantage? 

The term “tax haven” has become politicized as countries debate their role in the 

global economy. Labels such as fiscal paradise, tax oasis or financial miscreants are 

used to denote the practices of such jurisdictions with a pernicious label that suggests 

criminal activity. The term “tax haven” has been used extensively in scholarly literature 

without universal agreement on a technical definition. Yet, there is a general consensus 

about the traits that characterize tax havens based on the OECD’s four primary factors:  

 No or only nominal taxes;  

 Lack of effective exchange of information;  

 Lack of transparency; and 

 No substantial [corporate] activities (OECD, 1998).  
 

                                            
16

 The exact definition of caudillo is debated among scholars and varies based on a number of factors 
although it has traditionally been defined in terms of an authoritarian or dictatorial style of leadership. For 
example, Noriega has been considered a caudillo for his de facto leadership of Panama. In this case, the 
term caudillo implies a political leader who uses their charisma or political acumen, “to keep political 
forces under control by promoting allegiance to the person of the leader.” Caudillismo, thus, is [a] brand of 
leadership that “acquires and attracts power through personality traits” that cultivate a strong following or 
support, regardless of other governing institutions in place (Hamill, 1992).  
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Some countries may be opportunistically exploited as tax havens, but there is a 

distinction between them and those jurisdictions that willingly enable capital flight in the 

act of tax avoidance. Those states proposed to be tax havens, “…have adopted tax 

haven legislation as a conscious, intentional, and long-term developmental strategy” 

(Palan et al., 2010). Gordon (1981) offers a basic approach to identify tax havens, the 

“smell” or reputation test. If the country is posturing itself to be a haven, actively 

identifies itself with such services, and has been identified as one by “those who care,” it 

is most likely a tax haven (Gordon, 1981). This standard is highly subjective and 

demonstrates that the tax haven definition can shift based on perception. 

The list of countries considered to be tax havens remains largely unchanged since 

the 1980s (Palan et al., 2010). Most international organizations, policy groups and 

governments consider Panama to be a tax haven. Identification as a tax haven can 

have legal implications, which could involve sanctions or other consequences based on 

this characterization (Gravelle, 2010). This prospect evoked criticism from jurisdictions 

similar to Panama. Many “tax havens” claimed that G20 members, such as the U.S., 

were some of the largest tax havens based on their treatment of foreign investors and 

the incorporation laws in states such as Nevada and Delaware (Gravelle, 2010). Thus, 

the “tax haven” definition has also become a political label that suggests a lower level of 

regulatory norms, potentially carrying political or legal consequences. 

The OECD Initiative against Tax Evasion: Panama is a Tax Haven 

The perception that tax havens facilitate criminal activity is based on differences in 

tax laws that are designed to promote national interests. What constitutes tax evasion in 

one country does not necessarily translate across national boundaries. While no country 

wants to be viewed as permitting tax evasion, some OFCs have capitalized on the 
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deterring effect that high tax jurisdictions have on capital. OFC tax regimes are 

competitive, not necessarily because they avoid regulation, but because their income 

collection depends on service and filing fees. In one sense, the campaign to target tax 

havens could be considered blame shifting on the part of wealthy countries to avoid 

reforming their tax systems that do not effectively tax mobile capital or allow exemptions 

that are detrimental to the national economy.  

The Organization for Economic Cooperation and Development (OECD) initiated a 

project on Harmful Tax Practices in 1998. According to the OECD website, “Competitive 

forces have encouraged countries to make their tax systems more attractive to 

investors. However, some tax practices are anti-competitive and undermine fair 

competition and public confidence in tax systems” (OECD, 2011). Tax evasion is 

considered to be a product of these “anti-competitive” tax practices. According to the 

OECD, these policies distort the global economy. They can diminish national tax bases, 

allowing individuals to benefit from public goods without paying for them. Thus, the tax 

burden is shifted disproportionately often resulting in lower net worth individuals 

compensating for the tax evasion of those with a higher net worth (OECD, 2011).  

This debate underlies the current proliferation of tax treaties and TIEAs. At the 

core of this debate remains the question of how to tax global capital flows and who has 

the right to do so. Trying to establish a “level playing” is a new concept influencing 

international tax policy. But what constitutes a level playing field or fair tax competition is 

a bit elusive. From the Panamanian perspective, their tax policy has been deliberately 

designed to attract foreign investment, which does not conflict with the laws of other 

nations. Some of the informants interviewed (Carlos Ernesto González, Eduardo 
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Morgan, Jr. and Adolfo Linares) suggested that the objective to limit competition from 

the offshore world drove the campaign targeting tax havens. They implied that the U.S. 

and other OECD members were trying to alter the rules of the taxation game in their 

favor by maligning tax havens and the role they play in facilitating tax competition. Other 

informants, such as Laguerre and Ocando, explained that this opinion lacked 

perspective about current policy trends. By seeking information to increase their tax 

revenues, these countries are forcing a change in operating standards. However, this 

campaign is not about tax reform, but rather a movement designed to punish tax 

evaders and those individuals, companies or corporate entities that facilitate this 

behavior. 

Panama is considered to be a jurisdiction that enables non-residents to evade 

taxes and this reinforces its reputation as a tax haven. While there is no universally 

accepted definition for the term “tax haven,” Panama’s banking structure embodies tax 

haven characteristics such as, “…no or low taxes, lack of effective exchange of 

information, [and a] lack of transparency” (Gravelle, 2010). By providing bank secrecy 

and tax exemption for foreign income based on the principle of territoriality, Panama has 

codified elements that facilitate tax evasion and related illicit activities from an external 

perspective (Szarmach, 2010). These trademarks, combined with Panama’s lack of tax 

information exchange agreements and its reluctance to cooperate in this regard, led to 

its inclusion on the OECD’s Gray List in 2009. This list includes those countries that are 

considered to be tax havens because they do not adhere to international information 

exchange taxation or reporting standards (The Economist, 2009a).  
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A New Type of “Economic Warfare”? 

The OECD’s inclusion of Panama on its Gray List reinforced the perception that 

financial practices in the country lacked transparency. According to a report on Panama 

by Ernst & Young, “Being on the gray – as opposed to “white” list – is universally 

regarded as an impediment to inward investment and a strong international reputation. 

And Mr. De Lima17 and the Government wish to change this as soon as possible” (Ernst 

& Young, 2011, p. 3). The OECD’s public criticism linked Panama’s banking sector with 

fiscal malfeasance and characterized it as a jurisdiction that willingly facilitated illegal 

activity. The OECD threatened sanctions if Panama refused to comply with the 

requirements necessary to exit the Gray List. Subsequently, Société General closed its 

operations and BNP Paribas sold its holdings to Scotiabank. Both of these French 

banks closed their operations in Panama because the French Government blacklisted 

Panama18 after the OECD’s actions, stating they would return once Panama was 

removed from the list (CentralAmericaData, 2010).19 BBVA, a Spanish bank, 

substantially limited their operations in Panama City after the Spanish Government 

                                            
17

 Frank DeLima was serving as Vice-Minister of the Economy at the time this report was written. He was 
promoted to be the Minister of the Economy under Martinelli’s administration in fall 2011. 

18
 In December 2009, the French Government amended the Finance Bill for 2009 to allow “non-

cooperative territories and states” (countries that facilitate tax evasion) to be blacklisted as tax havens. 
Under this legislation, investments by French companies in such jurisdictions could be penalized with 
substantial fines (Ducros et al., 2010).  

19
 France continued to cite Panama as a tax haven for several months after the conclusion of a bilateral 

tax treaty citing that its negotiation did not imply that it was being enforced. See Francia Vuelve a Citar a 
Panamá como Paraíso Fiscal at http://www.prensa.com/impreso/economia/francia-vuelve-citar-panama-
como-paraiso-fiscal/42470. In response, Panama initiated the process of withdrawing a loan to a French 
construction firm that had received financing to fulfill its contract to begin construction on Panama’s Metro 
Project. (See Panamá le Aplica la Retorsión a Francia at 
http://www.prensa.com/impreso/panorama/panama-le-aplica-la-retorsion-francia/42975?page=4), which 
subsequently jeopardized French legislative approval of its DTT with Panama. In April 2012, France 
removed Panama’s name from its blacklist after a long negotiation process to bring about a DTT between 
the two countries (see Francia Retira a Panamá y Costa Rica de su Lista de Paraísos Fiscales at: 
http://www.prensa.com/uhora/economia/francia-retira-panama-y-costa-rica-de-su-lista-de-paraisos-
fiscales/83850). 

http://www.prensa.com/impreso/economia/francia-vuelve-citar-panama-como-paraiso-fiscal/42470
http://www.prensa.com/impreso/economia/francia-vuelve-citar-panama-como-paraiso-fiscal/42470
http://www.prensa.com/impreso/panorama/panama-le-aplica-la-retorsion-francia/42975?page=4
http://www.prensa.com/uhora/economia/francia-retira-panama-y-costa-rica-de-su-lista-de-paraisos-fiscales/83850
http://www.prensa.com/uhora/economia/francia-retira-panama-y-costa-rica-de-su-lista-de-paraisos-fiscales/83850
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placed Panama on its blacklist (Serra, 2009). Panama quite literally could not afford to 

jeopardize its financial center. Reluctantly, it has pursued a cost mitigation strategy by 

negotiating the tax agreements needed to repeal this label. Other countries recognized 

as tax havens or named by the OECD Gray List for failing to commit to international tax 

standards have pursued a similar strategy.20 

A number of opinions and assessments have emerged in relation to this policy 

campaign to promote tax transparency. Recently, Mark Summers,21 an international 

estate planning and tax expert, authored an article that clearly portrays the dynamics 

and politics of this debate: 

Whether or not you agree with the US and other western governments’ 
drives to obtain further information and prosecute both tax evaders and the 
organisations that assist them, the reality is that those governments have 
viewed the undermining of their tax base as tantamount to an act of 
economic warfare and have responded accordingly. 

There is a large disparity in the power of the armouries of each side. 
Western governments have managed to galvanise public opinion and 
journalists behind what was previously quite an esoteric subject by linking it 
to funding their way out of the present economic crisis and limiting austerity 
measures. Running and hiding has one inevitable conclusion when faced 
with such inequality of economic firepower. (Summers, 2012) 

Summers clearly conveys the message of this policy struggle: tax evasion is no longer 

an accepted business practice and those who enable or facilitate this activity will be 

subjected to political and economic consequences. By noting European examples 

                                            
20

 Based on comparing the OECD’s 2009 and 2012 Progress Reports on the Jurisdictions Surveyed by 
the OECD Global Forum in Implementing the Internationally Agreed Tax Standard, such countries include 
Andorra, Anguilla, Antigua and Barbuda,  Aruba, Austria, the Bahamas, Bahrain, Belgium, Belize, 
Bermuda, British Virgin Islands, Brunei, Cayman Islands, Chile, Cook Islands, Costa Rica, Dominica, 
Gibraltar, Grenada, Liberia, Liechtenstein, Malaysia, Marshall Islands, Monaco, Montserrat, Netherlands 
Antilles, Panama, Philippines, St Kitts and Nevis, St Lucia, St Vincent & Grenadines, Samoa, San Marino, 
Singapore, Switzerland, Turks and Caicos Islands, Uruguay and Vanuatu (OECD, 2009; OECD, 2012c). 

21
 Mark Summers, an expert in international estate planning and tax issues, heads Speechly Bircham’s 

Zurich office, an international law firm. See his employment profile at: http://www.speechlys.com/our-
people/mark-summers. 

http://www.speechlys.com/our-people/mark-summers
http://www.speechlys.com/our-people/mark-summers
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reconciling tax obligations,22 he illustrates that this policy movement is not a unilateral 

campaign promoted by the U.S. Although the U.S., Europe and other western 

economies are employing different approaches and policy tools, they are actively trying 

to increase tax receipts by ensuring compliance on the part of their respective tax 

bases. Forced to comprise bank secrecy, Summers asserts that jurisdictions similar to 

the Swiss will have to increase their competitiveness through savvy investment 

strategies to reinforce the appeal of their service offerings. Panama and similar financial 

centers may need to revise their business strategies to develop a new source of 

competitive advantage or promote their services using alternate investment strategies. 

Domestic Reactions & Political Recourse in Panama 

Initially, the Panamanians responded with astonishment and anger at having been 

labeled a fiscal paradise, a sentiment conveyed by a majority of my interview 

participants regardless of their opinion of the TIEA. Headlines reading, “Panama 

Targeted by the OECD23” brought news reports that the OECD and developed 

economies were on a crusade against tax havens (Duarte, 2008). Panama rejected the 

tax haven label, claiming that compromising bank secrecy and providing tax information 

would violate its sovereignty to serve the tax interests of the “rich cartel” countries 

(Arbeláez, 2011; Morgan, 2011). Yet, Ricardo Alba, a Panamanian lawyer with 

expertise in regulatory compliance suggested that combating this label would not yield 

                                            
22

 “The recent agreements with Germany and the UK using the ‘Rubik’ formula – under which Swiss 
accounts that have never been declared to the German or UK tax authorities are to suffer a sizeable one-
off withholding payment – have forced many account holders into disclosure. Generous amnesties such 
as the UK’s Liechtenstein Disclosure Facility have been key in persuading many to go down the 
disclosure route. Even though the EU may have put these agreements in doubt, they still seem to have 
had the desired effect of bringing the tax evaders to the table” (Summers, 2012, p. 2). 

23 
The original title in Spanish reads: “Panamá está en la Mira de la OCDE.” 
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results with the OECD and global economic players. He pointed out that Panama had 

agreed to cooperate with efforts to promote tax information exchange related to criminal 

and civil offenses in 2004 and 2005, but had failed to follow through on the agreements 

to fulfill this obligation. But he implied that the discriminatory measures used by the 

OECD against non-members, such as Panama, were disgraceful and warranted the 

application of the Law of Retaliation (Gaceta Oficial No. 24701, 2002), a law allowing 

Panama to punish countries that defame Panama typically using economic means to 

retaliate.24 Such petitions were also requested by the Chamber of Commerce and the 

Association of Panamanian Bankers, a local association of banking professionals. 

Invoking this law would have prevented Panama from conducting any transactions with 

countries that labeled it as a tax haven in an attempt to reverse the reputational damage 

provoked by the OECD (Duarte, 2008).  

Getting off the OECD Gray List: The Beginning of New Era 

The Panamanian government decided to comply with the procedures required to 

remove this financial stigma (Duarte, 2009). To achieve removal from the Gray List, 

Panama needed to sign 12 tax treaties that allowed for the exchange of tax information 

with any country it chose (BNA, 2010).25 Panama was removed from the OECD Gray 

List in July 2011. Achieving removal from this list was a primary objective for the current 

Panamanian Government because the connotation was damaging Panama’s global 

                                            
24 

 The Law of Retaliation, or Ley de Retorsión (Art. 3, Law No. 58. Gaceta Oficial No. 24701, Dec. 17, 
2002), is a Panamanian law allowing Panama to engage in reciprocal, discriminatory treatment against 
another country when that country has targeted Panama using discriminatory treatment or practices. 
However, Gómez Arbelaéz cautions that such diplomatic retaliation should be carefully considered prior 
to acting, which it was not in the situation with France (Gómez Arbeláez, 2011).   

25
 Appendix F includes the tax treaties that Panama signed to fulfill the OECD’s requirements, and those 

additional tax agreements the country has negotiated to date. 
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financial reputation. Panama’s appearance on the list had the potential to deter 

prospective business and investment flows, especially if punitive actions were 

threatened against those financial institutions facilitating these transactions by the 

government of their resident country. The Panamanian Government negotiated and 

signed over 12 double taxation treaties, primarily with OECD member states, and a 

TIEA with the U.S. to comply with the OECD’s requirements (Appendix F). The 

Panamanian government is continuing to expand its network of international tax treaties 

as of the writing of this report (DGI, 2012). 

Complying with OECD requirements demands more than negotiating tax treaties. 

As Luis Ocando noted during my interview, “This is only the beginning.” Although the 

OECD approved the 12 tax treaties signed by Panama and removed it from the Gray 

List, Panama may risk reappearing on the Gray List or suffer punitive economic 

consequences if the OECD later finds that Panama has not substantively implemented 

and enacted these agreements. Ocando continued to reaffirm during our meeting that 

this is a new standard of tax policy and Panama must adhere to these norms going 

forward. As a part of its transparency initiative, the OECD is conducting an ongoing 

Peer Review process to assess and evaluate the level of tax transparency across 

jurisdictions. There is a “two-phase review of each jurisdiction’s legal and regulatory 

framework (Phase 1) and practical implementation (Phase 2) of the standards on 

transparency and the exchange of information for tax purposes” (Zagaris, 2011, p. 653). 

Periodic reviews will continue after this initial process to ensure continued compliance 

with OECD tax transparency norms (Zagaris, 2011). This initiative evidences the new 
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era of international tax enforcement and growing pressure to ensure international 

compliance. 

Naming & Shaming: The U.S.-Panama FTA Connection 

Panama’s inclusion on the OECD Gray List prolonged U.S. Congressional 

approval of the U.S.-Panama FTA, which had been negotiated in 2007 and approved by 

the Panamanian legislature that same year. Congress resisted approving the bill until 

October 2011. Some U.S. politicians, such as Senator Levin, used the OECD campaign 

to force Panama’s compliance with the TIEA. During my interviews, many of my 

informants implied that the TIEA became a prerequisite for passage of the U.S. FTA in 

political debate and in statements given by U.S. government representatives. Panama 

had negotiated the agreement in good faith, expecting to attract international investment 

and other non-tangible trade benefits. It identification as tax haven complicated these 

efforts, unfairly, according to my interview with Adolfo Linares. 

Summary 

Panama is a functioning offshore financial center by conventional definitions. Its 

highly regulated international banking center developed as a result of commercial 

activity attracted to the country through the deliberate structuring of its banking laws 

complemented by its geographic position. Strict bank secrecy provisions attracted non-

residents to establish corporations and other asset protection instruments. The secrecy 

offered by OFCs diminished with the enactment of the U.S. Patriot Act. The TIEA and 

the campaign against tax evasion have further compromised the “veil of secrecy.”  

 A low level of regulation subjected Panama’s banking system to a vast amount of 

money laundering under Noriega, attaching a stigma to its image that remains to this 

day. Due to its transit economy and its strategically positioned banking sector, Panama 
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has undertaken efforts to combat money laundering by adopting international norms 

and regulations. However, it continues to struggle with a weak rule of law. Fortunately, 

bank supervisory bodies appear to be effective and relatively transparent in the 

administration of their oversight responsibilities. These regulatory standards have 

changed the traditional definition of bank secrecy as it was once defined and have 

nearly made its existence obsolete. 

These regulatory standards did not protect Panama from being targeted in the 

OECD’s campaign against tax havens. This politicized campaign to pressure “non-

compliant” jurisdictions into agreements to facilitate the exchange of tax information has 

been harmful to Panama’s business environment. The U.S. embraced this initiative to 

strengthen its bargaining position in obtaining the TIEA by subsequently making the 

TIEA a prerequisite for passage of the U.S.-Panama FTA. These efforts finally gave the 

U.S. the authority to circumvent Panama’s confidentiality laws for tax collection 

purposes. The TIEA, and other tax treaties to which Panama is a party, have 

precipitated the need for legislative reforms in order for Panama to comply. These 

changes imply that a new international standard in information exchange and 

transparency has emerged in international taxation to which Panama must adapt. 
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CHAPTER 4  

ANALYSIS OF TIEA & IMPLICATIONS 

 Since 2009, Panama has engaged in an aggressive strategy to negotiate and 

implement tax treaties. Although motivated by Panama’s inclusion on the OECD Gray 

List in March 2009, Panama has successfully negotiated tax treaties with many 

countries, primarily OECD member states (Appendix F). The U.S.-Panama TIEA, 

signed in 2010, was one of the agreements signed as a part of this public strategy to 

protect Panama’s financial center and its business interests. This case study is 

designed to understand this agreement both from a domestic and a global policy 

perspective. The movement towards international tax transparency and cooperation is 

provoking significant changes at the national level. For Panama, this TIEA 

encompasses a range of issues with economic, political and legal implications. 

To analyze the U.S.-Panama TIEA and understand why Panama signed the 

agreement, I conducted 17 semi-structured interviews with key informants in Panama 

City, Panama and one interview via Skype™. Participants included Panamanian 

professionals from the legal and business sectors, and government officials 

representing the U.S. and Panama respectively. Appendix B lists the informants with 

their respective organizations and professions and any pseudonyms used have been 

noted. The interview guide used to conduct these semi-structured interviews is included 

(Appendix A). Not all questions were discussed in each interview and many were 

adapted to address the expertise of the participant. Given the open format of these 

interviews, the participant often guided the content of the meeting. Most of these 

interviews were conducted in Spanish, while two were conducted in English. I translated 

the content of the Spanish interviews. Since the insights and comments gathered cover 
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the entirety of the TIEA process, from the negotiation through its prospective 

administration, I have incorporated my findings into my analysis and explanation of the 

TIEA to produce a broader understanding of this agreement. Additional findings will be 

discussed following the treaty analysis to address why Panama signed the agreement, 

why the U.S. pursued this style of tax agreement and what potential implications this 

agreement suggests for Panama and other jurisdictions negotiating tax treaties. 

Tax Treaties: TIEAs & DTTs 

The TIEA is a specific type of international tax agreement that is limited in scope 

when compared with other tax treaties. A TIEA is a detailed agreement limited to 

addressing information exchange related to tax investigations and the enforcement of 

tax laws. The limitations of this agreement suggest a different objective from the more 

standard treaty, a Double Taxation Treaty (DTT). A DTT is designed to avoid double 

taxation on investment capital in both the source country and the recipient country to 

facilitate international investment. These treaties include a range of issues addressing 

differences in tax codes and how credits and tax extensions will be administered 

between the two countries (Lang et al., 2010). Ocando, Laguerre and Rivera noted that 

such agreements promote cross border investment by providing a clear set of rules and 

regulations for investors. A clear set of guidelines strengthens investor confidence and 

the ability to calculate their investment returns, an advantage that benefits both parties 

of the treaty.  

DTTs include a clause that provides for information exchange, the principle that 

constitutes the entirety of a TIEA (Lang et al., 2010). These information exchange 

clauses vary based on the language of the agreement that is negotiated. Although each 

treaty is subject to revisions during the negotiation process, most DTTs are based on 
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either the OECD or UN Model Tax Convention. Substantive differences exist between 

the two models, which continue to be revised and amended (Lang et al., 2010). The 

information exchange clauses contained in these models strongly resemble those 

provisions contained in a TIEA; however, the TIEA expands upon this process in a 

deliberate and substantive way. I will limit my analysis to the TIEA for the purposes of 

this study.   

OECD & UN Model Information Exchange Articles 

The definition of information exchange differs little between the OECD and UN 

models. The content and scope of the information subject to request typically includes 

federal and national taxes of the parties to the agreements, excluding tariffs and 

municipal taxes. The distinctions arise from the language used to describe the process. 

The UN model allows for greater latitude in qualifying information exchange requests; 

whereas the OECD model uses more narrow language to avoid the possibility that a 

court appeal or other barriers may impede the exchange process (Lang, et al., 2010). In 

contrast, TIEAs expand the information exchange process by defining the scope of 

requests and the information subject to inquiry with greater detail. TIEAs have required 

countries to adopt new legislation to enable their enforcement; whereas, the alternate 

models, in their current state, often refrain from prompting such extensive reforms. “For 

the purposes of obtaining foreign evidence, TIEAs are more specialized and effective 

than tax treaties” according to the U.S. Criminal Tax Manual (U.S. Department of 

Justice, 2008 p. 41.04[1]). This distinction suggests that TIEAs are more aggressive 

instruments. 
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Responding to International Criticism: Panama Tax Treaty Strategy 

The public characterization of Panama as a tax haven jeopardized the integrity of 

the country’s service economy, its competitiveness and its ability to conduct 

international business from the government’s perspective. As President Torrijos’ 

administration drew to a close in 2009, it established a committee designated to advise 

the government about the best way to protect Panama’s service sector and advocate on 

its behalf to mitigate any negative press. This Comisión Presidencial de Alto Nivel para 

la Defensa de los Servicios Internacionales y Financieros (High Level Presidential 

Commission on the Protection of International and Financial Services), was created to 

defend Panama’s reputation from discriminatory practices and protect it against being 

used for illicit activities. It was comprised of a state minister (designated by the 

President, the Vice-Minister of Economy and Finance and the Superintendency of 

Banks), members of professional legal organizations, members of professional banking 

organizations and members from the private sector nominated by the aforementioned 

individuals (De Gracia, 2009). One of my informants, Carlos Ernesto González, was a 

member of this Commission when the TIEA was negotiated. The government consulted 

this Commission prior to negotiating tax treaties in response to Panama’s appearance 

on the OECD Gray List. 

The Ministry of Finance and Economy (MEF), along with this Commission, 

developed a strategy to mitigate the effects of the tax haven label and the OECD Gray 

List. This plan included the development of a strategy to negotiate tax treaties to fulfill 

OECD requirements to obtain Panama’s removal from the Gray List. As mentioned in 

Chapter 3, the OECD required Panama to negotiate 12 tax treaties containing 

information exchange provisions with the countries of its choosing. The MEF publicly 
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stated that Panama would pursue double tax treaties that were economically 

advantageous to protect Panama’s business reputation, promote it as a premier 

financial center and remove Panama from the OECD list (Martes Financiero, 2010). To 

achieve that end, it created a negotiating team comprised of tax experts. Two of my 

informants are members of the negotiation team, Luis Ocando (Ernst & Young) and Luis 

Laguerre (KPMG). Ocando explained that this team was established due to Panama’s 

lack of experience in negotiating such treaties. These participants have been intimately 

involved in negotiating the terms of the TIEA and other tax treaties to which Panama 

has subscribed.  

A Shift in Strategy 

The U.S.-Panama TIEA represented a shift in Panamanian policy regarding its 

negotiation of tax treaties because the Panamanian Government’s strategy displayed a 

preference for DTTs. Alberto Vallarino, Minister of the Economy in 2010, confirmed this 

strategy to exclusively negotiate DTTs, “The first decision was that Panama was not 

going to enter into tax information exchange agreements (TIEAs) because they are 

basically one-sided agreements that will bring no benefits to Panama, but rather that we 

would enter into double tax treaties” (Snowdon, 2010). Ocando and Laguerre confirmed 

that the government preferred DTTs because it considered them to be more beneficial 

to Panama. They, along with Bieberach, indicated that a TIEA was negotiated with the 

U.S. instead of a DTT for tax revenue and cost considerations. Ocando and Laguerre 

pointed out that Panama would have lost significant tax revenues through a DTT with 

the U.S. (an estimated $50mn in tax receipts based on 2009 figures according to 
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Ocando) based on the different tax systems and tax policies.1 However, Carlos Ernesto 

González disputed this reasoning, claiming this logic suggests that the DTT would have 

been the “worst possible [negotiated] tax treaty in the world.” Rivera, Duarte and Figge-

Cerderkvist claimed that a DTT would have been a preferred agreement with the U.S. 

rather than the resulting TIEA because it would have offered Panama tangible benefits. 

Such tangible benefits include reducing tax implications (i.e. tax credits) for foreign 

investors and allowing Panama to clearly allocate tax rights over certain income sources 

(i.e., to explicitly avoid double taxation). Ocando claimed that such an agreement was 

not economically feasible, acknowledging that opponents of the TIEA would have 

applauded a DTT in spite of the fact that Panama would have lost substantial revenue 

through such an agreement. 

Although speculative, it appears that the U.S. intended to negotiate a TIEA with 

Panama, not a double tax treaty. C. González, Morgan, and E. González disclosed that 

they were aware the U.S. sought a TIEA and had no interest in negotiating a DTT. 

Eduardo González stated that the U.S. “imposed” a TIEA on Panama. It was suggested 

that the U.S. promoted the negotiation of a TIEA because a DTT would impinge on 

American interests by reducing tax revenue receipts. This was not the first U.S. attempt 

to negotiate a TIEA with Panama, according to Morgan, Laguerre, Turolla and Linares. 

Morgan noted that the U.S. had proposed sharing tax information in 1986-87, in the 

early 90s under President Endara and most recently in 2002-03 to assist in its 

                                            
1
 The U.S. global tax system would have shifted tax receipts from Panama to the U.S., because according 

to Ocando, the U.S. does not allow for withholding taxes in their DTTs, which would have negatively 
impacted Panama’s tax base. 
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enforcement of U.S. tax laws.2 Previous Panamanian leaders dismissed these U.S. 

attempts to exert unilateral political pressure citing that such agreements were counter 

to national interests, despite promises of economic aid or other economic inducements 

according to Linares.3 The informants who mentioned this topic described the most 

recent attempt in 2002-03 as Panama dismissing a TIEA with the U.S. yet again; 

however, Laguerre suggested that these negotiations subsided due to a lack of interest 

on the part of the U.S. once it initiated military operations in the Middle East. These 

accounts reveal a sustained, continued effort on the part of the U.S. to obtain an 

information sharing agreement with Panama that would allow for the collection of 

confidential information for tax investigations. 

This current round of negotiations began in October 2010 and culminated with the 

signing of the TIEA on November 30, 2010 in Washington, D.C. The agreement was 

largely based on the TIEA model used by the U.S. according to Heather Coble. 

However, review of the TIEA implies that it was substantively based on the OECD 

Model Agreement on Exchange of Information on Tax Matters (OECD, n.d.). Laguerre 

and Ocando asserted that the negotiation team collaborated with U.S. negotiators using 

electronic methods (computer, teleconference, etc.) rather than the traditional face-to-

face approach and had amended the model agreement to better suit Panama’s 

interests. The Panamanian MEF, Vice President Varela and the U.S. Department of the 
                                            
2
 “After an influential 1981 report on tax evasion recommended that TIEAs could help close the gap left by 

the United States’ reliance on double tax treaties with non-tax haven jurisdictions, in 1983 Congress 
passed legislation authorizing the U.S. Treasury Department to negotiate bilateral or multilateral TIEAs 
with several countries in the Caribbean and Central America. Few offshore tax havens entered into a 
TIEA or a tax treaty requiring the exchange of tax information with the United States until the Bush 
Administration Treasury Department made a concerted effort to obtain TIEAs with known tax havens; this 
resulted in the signing of more than a dozen such agreements…” At this point in time, Panama resisted 
unilateral political pressure from U.S. political pressure (Szarmach, 2010). 

3
 See Chapter 3 section: Panama Historically Resisted Full Disclosure. 
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Treasury, represented by Secretary of Treasury Timothy Geithner, negotiated the final 

details of the agreement. The symbolism of holding the signing in Washington, DC has 

been compared to the Bunau-Varilla Treaty by some opponents of the agreement in 

Panama. They have used this symbolism to imply that Panama was being “sold out” to 

U.S. interests similarly to when control of the Canal was bequeathed to the U.S. along 

with the right to intervene directly in Panamanian affairs. 

Controversial Negotiations: Political Acumen or Acquiescence? 

 Apart from criticizing the treaty’s content, some informants expressed 

reservations about the negotiation process. C. González, E. González, Morgan and 

Linares noted that the rapidity of the negotiations produced an agreement that was 

contrary to Panamanian law, unconstitutional and counter to Panamanian interests. 

Carlos González, as a member of the Presidential High Commission, explained that he 

was not notified that the agreement had been concluded until the document was ready 

for signature. His account of the process and the timeline suggest that it may have been 

agreed upon and presented at a time when minimal political backlash in Panama could 

undermine the treaty (i.e., similar to the way in which unpleasant news reports are timed 

to hit at low points in the news cycle in the U.S.). However, this also speaks to political 

discord and disagreement over the government’s decision to pursue a TIEA with the 

U.S.  

The negotiation process with the U.S. has been a subject of criticism. The 

Commission, of which Carlos Ernesto González is a member, had been created by the 

previous presidential administration, so their “exclusion” may have been related to 

political issues unrelated to the TIEA with the U.S. Furthermore, it was evident that 

there was discontent with the Government of Panama for having acquiesced to the 
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U.S., a scenario that both Laguerre and Ocando disputed. Morgan, Linares, E. 

González and C. González proclaimed that the Panamanian Government failed to 

defend their position and interests during the negotiation process. Two lawyers4 noted 

specifically that U.S. officials were “surprised” that Panama did not resist or demand 

more concessions during the negotiation process. This is likely due to the fact that final 

negotiations were kept “close to the chest” by Linares’ account and many stakeholders 

were excluded from the process until the document was ready for signature. Ocando 

explained that the negotiating team was asked to maintain a high level of confidentiality 

during the negotiation process. Morgan and Linares believed that the outcome would 

have been different if the issue had been subjected to public debate, producing an 

agreement that accounted for Panama’s interests, or possibly, no agreement at all. This 

unlikely scenario treats the TIEA as an exception to other tax treaties negotiated by 

Panama because it does not appear that any other agreement has been publicly 

debated, raising the question as to why the TIEA should have been treated differently. 

Despite claims by Ocando, Laguerre and Coble that the process was a legitimate 

negotiation representing the interests of both parties, many critics did not concur. Boutin 

provided clarification regarding some lawyers’ criticism of the negotiation process. He 

suggested that much of this criticism derives from the fact that Panama did not 

negotiate this agreement with the U.S. in the sense that the TIEA arose to 

accommodate U.S. interests and objectives. According to Boutin, the perception that the 

                                            
4
 These lawyers, who I prefer not to identify directly in this context, have maintained high-level contacts 

through the U.S. Embassy in Panama. Their past diplomatic affiliations, either directly or through family 
members, afforded them special access to key information. However, it should be noted that these 
remarks are speculative. 
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TIEA fails to serve Panamanian interests or offer tangible benefits to compensate for its 

costs may explain this criticism. 

Implementation 

 The U.S.-Panama TIEA entered into force on April 18, 2011 when the 

Panamanian National Assembly approved the agreement (U.S. Treasury Department, 

2011). It was published in the Gaceta Oficial as Law 40 (Gaceta Oficial No. 26767, 

2011). Because the TIEA is not an international treaty or accord, it did not require U.S. 

congressional approval. In the U.S., TIEAs, contrary to DTTs, are considered to be 

executive agreements that go into effect once the required legislation and administrative 

structures are established by the respective parties to the agreement.5 Although the 

agreement has technically entered into force, a number of administrative changes 

remain before the TIEA is likely to be applied. 

Analysis of the U.S.-Panama Tax Information Exchange Agreement 

Information Subject to Exchange: Panama’s Use of the TIEA 

 The limited scope of the TIEA is described in Article 1 (Appendix C). It only 

allows for the exchange of information regarding “the determination, assessment, 

enforcement or collection of tax” for those individuals or juridical persons6 responsible 

for tax payment (Art. 1). This information can be used in “the investigation or 

prosecution of criminal tax matters” (Art. 1). The competent authorities charged with 

administering this process are the U.S. Treasury Department and the Departamento 

                                            
5
 For a list of U.S. tax treaties and tax information exchange agreements in force, see the U.S. Treasury 

Department website: http://www.treasury.gov/resource-center/tax-
policy/treaties/Pages/default.aspx?page=1. For a list of tax treaties and agreements in force in Panama, 
see Appendix F. 

6 
Juridical persons means corporate entities or legal structures. 

http://www.treasury.gov/resource-center/tax-policy/treaties/Pages/default.aspx?page=1
http://www.treasury.gov/resource-center/tax-policy/treaties/Pages/default.aspx?page=1
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General de Ingresos (DGI),7 or Department of Revenue, of the MEF in Panama. 

Information can be requested for the “administration and enforcement of the domestic 

laws of the Parties” based on the taxes covered in Article 3, which include all federal 

taxes in the U.S. and all national taxes in Panama. Greater specificity regarding the 

definitions of these taxes is detailed in the Joint Declaration8 that was added to the TIEA 

after it was signed (Appendix D). Essentially, all national taxes are covered by the TIEA 

with the exception of customs duties and municipal taxes.  

The scope is narrow, yet it highlights its restricted usage from the Panamanian 

perspective. As previously discussed, tax evasion and other tax crimes are civil matters 

under Panamanian code. Thus, the scope indirectly addresses U.S. tax law at the 

outset of the agreement. The bilateral nature of the agreement provides Panama with 

the right to request information from the U.S. regarding the administration of its tax laws. 

This issue has attracted criticism due to the nature of Panama’s territorially-based tax 

system. Given that Panama only taxes the economic activities that occur within its 

territory; the assumption is that Panama would have little need to request information 

from the U.S. for the administration of its tax laws.  

A number of informants derided the treaty as a “one-way” agreement that was 

promoted as a bilateral instrument for promotional purposes. Figge-Cederkvist, Duarte, 

E. González, Morgan and Linares claimed that Panama had no need for the TIEA from 

this perspective. Laguerre countered this argument and stated that the bilateral nature 

                                            
7 

Departamento General de Ingresos (DGI) or Department of Revenue is a division of the Ministry of 
Economics and Finance in Panama. It is equivalent to the IRS in the U.S. 

8
 The Joint Declaration was an addendum to the TIEA issued on December 1, 2010 to clarify the 

definition of the taxes covered in the agreement as well as the protocol for the exchange process. This 
document was included in Panamanian legal code as a substantive part of this agreement. 
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of the TIEA should not be so heavily criticized because it established a mechanism to 

promote cooperation between the U.S. and Panama. He cited a few examples in which 

Panama may want to verify foreign tax credits taken by a Panamanian company 

claiming to have paid a U.S. supplier abroad. If that Panamanian company were 

audited, he said, Panama would proceed to request information from the U.S. to verify 

the validity of the foreign payments. The extent to which Panama may rely upon the 

TIEA is subject to speculation and debate. 

The basis of the agreement outlined above carries substantial implications for the 

U.S. based on its global tax system. Although other international agreements and 

treaties provided for information exchange prior to the TIEA (MLAT, U.S. Patriot Act, 

etc.), the U.S. did not have the authority to request tax-related information under these 

agreements due to the civil nature of tax crimes in Panama.9 There were also legal 

norms in place that impeded such requests because ownership information was not 

available for all legal instruments, specifically for bearer shares. If tax evasion or fraud 

were considered to be a predicate crime for money laundering or another criminal 

activity, the U.S. could have requested tax information without violating Panamanian 

laws by relying on the preexisting agreements. Coble noted this issue was a primary 

motivator for the U.S. to obtain a TIEA with Panama. She explained that prior to the 

TIEA, even if tax evasion had been discovered while investigating another crime, the 

U.S. had no legal claim to freeze or seize the assets in question without a criminal 

conviction. From the U.S. perspective, the TIEA offers more flexibility and utility for 

                                            
9
 For a detailed explanation, refer to subsections “Panama Historically Resisted Full Disclosure” and 

“Regulation on the Rise” in Chapter 3. 
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applying the MLAT in pursuing financial crimes. However, Coble stated its primary 

purpose was to go after tax evaders. 

The TIEA enables the U.S. to enforce its tax laws in Panamanian territory, 

provided that the information sought falls within the limits established by the treaty. The 

extraterritorial principle embodied in the scope of the TIEA, although limited by 

subsequent provisions, changes the tenor of tax law enforcement. It is an example of 

soliciting foreign assistance for the enforcement of a nationally based policy issue, 

indicative of a new trend in international taxation. This situation arises from the 

fundamentally different tax policies in Panama and in the U.S. It is difficult to assess 

Panama’s tangible benefits from the agreement on the basis of Panama’s tax code. 

However, the difference in tax laws suggests that the U.S. may derive greater utility 

from the TIEA. 

Revising Domestic Laws to Pursue Tax Crimes 

The description of the information exchange process and how it is to be 

administered under the TIEA is outlined in Article 5. Article 5.1 reconciles potential 

inconsistencies between the domestic laws of each jurisdiction by stating that 

information will be exchanged “without regard to whether the requested Party needs 

such information for its own tax purposes or the conduct being investigated would 

constitute a crime under the laws of the requested Party if it had occurred in the territory 

of the requested Party.” This provision grants the authority to circumvent domestic legal 

issues, such as tax evasion being a civil offence, to facilitate information exchange. It 

introduces extraterritoriality in tax law enforcement by allowing a foreign jurisdiction to 

request information in the enforcement of its own laws irrespective of the domestic laws 

of the requested Party. Conversely, Article 5.3 defers to the domestic laws of the 
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requested Party in the actual production of information. This section describes in detail 

the types of information that may be requested, how it should be verified, how it should 

be obtained and a number of other procedural issues. Article 5 lends credence to the 

complaint that this TIEA is merely a mechanism through which to enforce U.S. tax law. 

Article 5.4 requires the competent authorities to ensure that they have the right to 

request the aforementioned tax information. This section and similar requirements 

under other tax treaties precipitated legislative changes in Panama resulting in the 

implementation of Law 33 (Gaceta Oficial No. 26566-A, 2010) and Law 2 (Gaceta 

Oficial No. 26713-C, 2011). Under Panama’s bank secrecy laws, bank personnel could 

only provide information to government authorities by judicial order as part of an 

ongoing criminal investigation. Since the TIEA expressly allows the Parties to deviate 

from this norm, Panama was required to make its legislation conform so that financial, 

legal and other personnel in possession of financial data relevant to taxes could 

disclose this information without criminal consequences. Law 33 (Gaceta Oficial No. 

26566-A, 2010) was implemented to reconcile these issues while Law 2 (Gaceta Oficial 

No. 26713-C, 2011) established the requirement to identify the beneficiaries or owners 

of bearer shares. These revisions to Panama’s legal code were necessary to conform to 

the TIEA’s requirements and legally permit the exchange of information.  

Article 5.4 stipulates that competent authorities must have the ability to request 

this information from financial authorities and be able to identify the owners of legal and 

business structures pursuant to that end. It specifically addresses the challenge of 

identifying the owners of financial instruments and complex legal instruments in 

Art.5.4(a) and Art 5.4(b) by stating “ownership information on all such persons in an 
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ownership chain” must be legally obtainable. This is especially relevant in the case of 

anonymous beneficiaries or those situations under which ownership has been 

obfuscated by legal or corporate structures, specifically in the case of bearer shares.  

Know Your Client (KYC)10 requirements did not apply to bearer shares prior to this 

agreement. These instruments have been linked to the commission of such financial 

crimes as tax evasion and money laundering11 (U.S. State Department, 2012). KYC 

policies were limited to banking and explicit financial transactions only. Law 2 (Gaceta 

Oficial No. 26713-C), published on February 1, 2011, extended the reach of KYC 

principles to financial instruments, often created by lawyers, to eliminate anonymous 

bearer shares. The new law requires resident agents12 to document the chain of 

ownership by conducting due diligence and recording the beneficiary’s personal data, 

allowing government authorities access to this information by request (U.S. Treasury 

Department, 2011). This legislation was required to enact the TIEA. According to Coble, 

obtaining ownership information for bearer shares was a key objective for the U.S. 

Compelling Panama to alter this legal norm will contribute to increased transparency 

from the U.S. perspective and promote greater security in the financial sector.  

                                            
10

 Know Your Client (KYC) or Know Your Customer is a requirement that places a burden on financial 
institutions to conduct due diligence on prospective clients to prevent money laundering or other abuse of 
their banking infrastructure. KYC requires banks and other financial professionals to solicit substantial 
documentation to verify their clients’ identities and ownership of financial assets. It also establishes 
reporting norms to identify suspicious financial activity. KYC were substantially strengthened through the 
U.S. Patriot Act. See http://www.pwc.com/en_GX/gx/financial-services/assets/pwc-anti-money-
laundering-2012.pdf.  

11 
For a number of years, the State Department has expressed concern in the 2011 International 

Narcotics Control Strategy Report about Panama’s use of bearer shares, often associated with money 
laundering, and maintained that the government should take steps to eliminate or immobilize these 
financial instruments” (Sullivan, 2011, p. 18). 

12
 Resident agents are typically lawyers or those persons designated to administer and manage the trusts 

or other legal structure on behalf of the owner or beneficiary. 

http://www.pwc.com/en_GX/gx/financial-services/assets/pwc-anti-money-laundering-2012.pdf
http://www.pwc.com/en_GX/gx/financial-services/assets/pwc-anti-money-laundering-2012.pdf


 

107 

The Process: Restricting Effectiveness and Other Legal Obstacles 

Under the TIEA, information can only be sought through a formal request process 

limited to gathering data for tax enforcement or criminal issues arising from a failure to 

fulfill tax obligations. Article 5.5 subsections (a) through (i) detail a number of 

requirements that must be included in the petition for information. Among such details 

required are the identity of the taxpayer under investigation, the nature of the 

information requested, the reason for the request and its relevance regarding tax 

administration. Criticized by scholars and advocacy groups as a significant limitation, 

the degree of specificity required is designed to prevent fishing expeditions; however, 

the burden on the requestor is significant. The requesting Party must have extensive 

knowledge regarding the information they seek, prior to obtaining it, which by some 

measure compromises the effectiveness of the TIEA. The rigid nature of this process 

has the potential to limit the effectiveness of the agreement in facilitating information 

exchange.  

Barrios and Ardilla underscored the importance of the limitations imposed by 

Article 5.5. Fishing expeditions are cases where foreign authorities request information 

without a great degree of detail in pursuit of an ongoing investigation, or in some cases, 

this information is sought to initiate a case. Ardilla posited that the TIEA may be 

negative for Panama depending on how information requests resembling fishing 

expeditions are managed. Figge-Cederkvist noted that during her tenure as FAU 

Director13 she received a number of inquiries that resembled fishing expeditions. She 

                                            
13

 The Financial Analysis Unit is the Financial Intelligence Unit (FIU) in Panama. This organization is “a 
central, national agency responsible for receiving (and, as permitted, requesting), analyzing and 
disseminating to the competent authorities, disclosures of financial information: (i) concerning suspected 
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explained that the U.S. authorities tried to exact tax-related information indirectly 

through the application of the MLAT by attempting to conceal the purpose of the 

request. She explained that these attempts were rather insulting because they implied 

that the U.S. authorities assumed the Panamanian authorities would willingly comply 

with such requests, not knowing what their substance really entailed, just because they 

were south of the border. She said “we knew what they were.” Often, she said the 

problem lay in framing the right questions to get the right answers.  

This problem is reduced by the TIEA because the U.S. now has the authority to 

seek such information; however, Panama is unlikely to blindly comply with U.S. 

requests. Given the polemic nature of the agreement, it is possible that there will be 

strict enforcement and interpretation of the TIEA’s clauses which may hinder U.S. 

Treasury investigations more than would be preferred. In fact, Laguerre explained that 

the U.S. wanted to include provisions allowing for foreign audits in Panama to the extent 

that the IRS wanted to establish an office in Panama (an office for criminal investigation 

purposes has been established).14 This foreign audits provision was excluded by the 

Panamanian negotiating team according to Laguerre. Furthermore, information requests 

can be refused or rejected. Article 6 outlines the cases in which they have the right to 

refusal if requests do not conform to the TIEA’s requirements. This clause protects 

                                                                                                                                             
proceeds of crime and potential financing of terrorism, or (ii) required by national legislation or regulation, 
in order to counter money laundering and terrorism financing.” See http://www.egmontgroup.org/. 

14
 The IRS has established offices abroad to facilitate tax filings for U.S. citizens residing abroad and to 

conduct criminal investigations in collaboration with local authorities. Offices for filing purposes are 
located in Frankfurt, London, Paris, and Beijing. Offices with a criminal investigation mandate include 
permanent posts in Frankfurt, Mexico City, Bogota, Hong Kong, Beijing, London, Bridgetown (Barbados), 
Ottawa, Panama City and Sydney. The Panama office was opened within the past two years (IRS, 
2012b). 

http://www.egmontgroup.org/
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information obtained under attorney-client privilege15 from being subject to exchange 

(Art.6.2(a)(i)). A request cannot be refused based on a taxpayer’s attempt to dispute a 

tax liability (Art. 6.3). The evaluation of information requests will prove to be important in 

determining Panama’s willingness to comply with the TIEA. 

Morgan addressed an issue that could arise in the refusal of a request under Art. 

6.5. This clause allows a party to reject an information request if the requesting party 

would be unable to obtain the same information under their own tax and domestic laws. 

Morgan and several other informants (Linares, C. González, and Figge-Cederkvist) 

consistently pointed to U.S. limited liability companies (LLCs) and bank information on 

foreign holders of U.S. accounts as problematic issues. Their contention was that there 

is no regulation over the opening or establishment of LLCs in the U.S., which can be 

opened via internet or phone, making it difficult to verify ownership. Linares explained 

that U.S. criminal investigations conducted by the FBI had been unsuccessful in 

producing ownership information for some of these entities, which are called sociedades 

anonímas (SA)16 under Panamanian law. Coble countered this claim stating that 

ownership information can be provided for these corporate entities in the U.S. However, 

the U.S. did not previously require banks to collect information on interest earned on 

bank deposits made by foreigners if they were not subject to U.S. taxes. My informants 

suggested that these arguments could be grounds to dismiss a request under the TIEA. 

Figge-Cederkvist, Morgan, C. González, E. González and Linares conveyed frustration 

                                            
15

 This is referred to as “legal privilege” within the text of the TIEA.  

16
 Sociedades anonímas (SA), which literally translated means anonymous societies, are corporate 

entities in civil law countries that resemble public limited companies under the common law system. SAs 
do not include partnerships or private corporations. SA is the corporate structure most commonly found in 
Panama and is what is known as the “Panama Corporation.” See 
http://www.panamaniancorporations.com/. 

http://www.panamaniancorporations.com/
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during our respective meetings regarding the pressure placed on Panama to disclose so 

much financial information, while the U.S. continued to maintain its status quo.17 

The Cost of Compliance: A Concern for the Financial Community 

Regulation and compliance carry substantial cost burdens. This issue has been a 

concern for the financial community post-9/11 with the implementation of the U.S. 

PATRIOT Act18 which imposed a greater reporting burden and higher costs on banks. 

Duarte, C. González, and E. González cited the cost of enforcing the TIEA as a point of 

controversy. Art. 8 states that the requested party will bear ordinary costs for 

information production. The TIEA Joint Declaration clarified ordinary costs to include 

data that would be collected in the “enforcement of domestic tax laws.” All other costs 

are considered extraordinary costs, including ordinary costs expected to exceed $1,000, 

in which case the requesting party will bear the costs. Ocando explained that TDTs 

often do not detail or distribute the cost burden, making the TIEA more beneficial.  

However, there is concern from the Panamanian perspective that they could bear the 

cost of enforcing U.S. tax law. The bilateral nature of this agreement suggests that the 

cost is equitably distributed, but this depends on the utility of the agreement and the 

frequency of its usage. Panama could incur greater costs to administer requests if it has 

a disproportionally lower use of the TIEA.  

                                            
17

 Subsequent to my field research, the U.S. Treasury introduced a new directive: Nonresident Alien 
Deposit Interest Regulations. Starting January 1, 2013, banks must collect ownership information on non-
residents with U.S. bank deposit holdings if the U.S. has an information exchange agreement with that 
individual’s country of residence (Harrington, et al., 2012). This new norm, strongly criticized by Florida 
bankers in particular, may reflect U.S. changing norms to comply with tax treaties and TIEAs. 

18
 For additional details about the Patriot Act, refer the section entitled “An Overview of Global Financial 

Regulation & International Taxation” on page 15 of Chapter 1. 
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Imposing administrative tax collection costs on a foreign authority introduces a 

new norm into an area of policy that has traditionally been considered a sovereign 

issue. The informants who cited this issue criticized the cost implications and explained 

that it was not Panama’s responsibility, nor in its interest, to facilitate U.S. tax law 

enforcement. Duarte, Figge-Cederkvist, and C. González claimed these compliance 

costs associated with U.S. citizens would make it difficult for Americans to bank abroad 

using foreign banks. The implication was that certain institutions and professionals were 

becoming increasingly reluctant to work with American clients due to the TIEA and 

rising compliance costs associated with other reporting requirements for U.S. citizens 

(FATCA and the HIRE Act in particular). Laguerre offered a more neutral analysis 

suggesting that it would be a cost benefit decision made by each institution, implying 

that the market would decide whether the cost of serving American clients exceeds the 

benefit. Turolla shared Laguerre’s opinion and characterized these compliance 

requirements as the cost of operating and participating in a global economy that now 

requires tax transparency. 

Retroactivity: Is the TIEA Unconstitutional? 

The terms in Art. 11 were controversial. This provision stated that the TIEA would 

enter into force after the required legislation and administrative procedures had been 

implemented by both parties, which occurred on April 18, 2011 (Gaceta Oficial No. 

26767). The point of contention has been the retroactive nature of this clause which 

permits information requests for materials backdated to November 30, 2007, “three 

years prior to the signature of this Agreement.” Morgan, C. González, Boutin, Ardilla, E. 

González, Linares and Bieberach highlighted this clause as being problematic from a 

legal and policy perspective. Although most of Panama’s tax treaties contain retroactive 
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clauses, they were not challenged on a constitutional basis because none of these 

agreements involved countries with a global tax system like that of the U.S., a point 

raised by Morgan. The retroactivity clause violates Article 46 of Panama’s Constitution 

which states: “The laws have no retroactive effect, except those of public or social 

interest expressed therein” (Gaceta Oficial No. 25176, 2004). The National Bar 

Association asserted that the TIEA is unconstitutional because it, “violates other 

fundamental guarantees, threatens legal certainty19 and sends a negative message to 

investors” (Colegio Nacional de Abogados, 2011).  

The concern is that the TIEA does not allow Panamanian citizens or foreign 

nationals to adapt their behavior to avoid facing legal consequences.20 Based on this 

logic, a precedent that allows for retroactive punishment could be bad for business, an 

observation that Bieberach confirmed when he stated “It is a bad precedent that we are 

imposing, granting governments the right to review matters in the past.” Rivera 

described the impact of this clause as “generating alarm” because past actions by 

clients, lawyers or other service providers in Panama could be subject to investigation 

or legal repercussions despite the fact that their actions were legal at the time they were 

                                            
19

 Legal certainty is the principle that suggests that those governed by the law need to be able to regulate 
or alter their behavior to comply with the law. A retroactive law does not allow for any corrections or 
changes in behavior to avoid punishment (Raban, 2010).  

20
 The U.S.-Panama TIEA does not allow for judicial recourse and expressly prohibits the taxpayer’s 

under investigation from disputing tax collection inquiries (Art. 6.3). This model is more stringent than 
previous U.S. TIEA Models because judicial appeals unduly complicated the information exchange 
process from the U.S. perspective in the past. Szarmach discusses the use of the U.S. Tax Treaty with 
Switzerland to prosecute individuals suspected to have committed tax evasion with the help of UBS. 
“Under Swiss law, account-holders who are notified by UBS that their accounts meet the agreed criteria 
have the right to appeal the disclosure of their identity and account information” (Szarmach, 2010, p. 
434). One individual under investigation successfully appealed the U.S. request for information in the 
Swiss Federal Administrative Court. It ruled against the Swiss Government’s broad interpretation of the 
Treaty terms citing, “failure to disclose income or to file a W-9 was not sufficient to breach bank secrecy 
under the information disclosure provisions of the 1996 Switzerland-U.S. income tax treaty” (Szarmach, 
2010, p. 435). 
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performed. Carlos Ernesto González claimed that this could have been avoided if 

constitutional review had been sought prior to signature. Following the approval of the 

TIEA in April 2011, the National Bar Association of Panama21 brought a claim before the 

Supreme Court of Panama to challenge its constitutionality. Eduardo González 

explained that the case is based on the lack of the TIEA’s qualification as a social 

interest or public policy exception, making its retroactive clause unconstitutional. If the 

Supreme Court rules the TIEA unconstitutional, this may provide the opportunity to 

renegotiate an agreement that provides for greater protection to Panamanian citizens 

according to my informants. To date, the Supreme Court has yet to render a decision on 

this claim.  

Ocando and Laguerre explained that retroactivity is a standard principle in 

international tax policy and tax treaties. Boutin commented that retroactivity, although a 

more common principle in international tax policy, is unconventional because it 

undermines legal certainty and investor confidence. Laguerre and Ocando countered 

this opinion claiming that the TIEA actually offers more legal protection to investors by 

having a fixed date, noting that some tax treaties included no time limit on information 

requests. Turolla asserted that a retroactive clause makes sense because when 

government authorities are trying to reconstruct a financial scheme, they require 

historical data to build a case. Obtaining information from the date of the TIEA’s 

enactment going forward would not serve their objectives Turolla noted. Regarding the 

                                            
21

 The Colegio Nacional de Abogados de Panama or National Bar Association of Panama “is a trade 
association that serves as a link that seeks to unite all the lawyers in the country, whose purpose, in 
addition to the struggle for the rule of law, is to heighten, strengthen and protect the free and full exercise 
of the legal profession in Panama. The Association studies, analyzes and presents solutions for problems 
and situations of a legal nature that arise in national events  issuing opinions and declarations within 
technical and legal parameters, seeking to guide national authorities, legal practitioners, and the general 
public contributing to the fortification of rule of law in the country.” See: http://cnapanama.com/misvis.htm.  

http://cnapanama.com/misvis.htm
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legal conflict with the constitution, Boutin explained that international treaties legally 

supersede domestic law in Panama because they are acts of state. Thus, he 

considered it unlikely that the Supreme Court would rule the TIEA unconstitutional, for 

both legal and political reasons. 

The TIEA with the U.S. was highly politicized when compared with other tax 

agreements that Panama has negotiated. It is conceivable that because the agreement 

was entered into with the U.S. that there would have been substantial criticism, 

technical and otherwise, regardless of any difference in content. However, the fact that 

this TIEA was an exception in Panama’s negotiation strategy as well as the fact that 

final negotiations were kept private undermined its credibility in the eyes of public 

opinion. Morgan, Figge-Cederkvist, C. González, E. González and Linares expressed 

disappointment with the Panamanian government’s inability or reluctance to negotiate a 

mutually beneficial agreement with the U.S. The linkage of the TIEA, as a precondition 

for congressional approval of the U.S.-Panama FTA, appears to have influenced the 

Panamanian government. Obtaining approval of the FTA was one of President 

Martinelli’s stated objectives for his administration. Thus, the TIEA may have played an 

important role in this regard since the FTA was passed in October 2011. However, the 

perception as to whether these sacrifices and costs outweighed the benefits varied by 

informant depending on their overall opinion of the TIEA and whether their profession 

was directly affected by its implementation. 

Enforcement and Implementation 

The TIEA contains provisions allowing each party to implement its own process or 

procedures for administering information requests (Art. 9). To facilitate this process, the 

Panamanian MEF established two new subdirectorates within the DGI of the MEF to 
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respond to information requests received under the TIEA and other tax treaties (Art.1, 

Res. No. 88, Gaceta Oficial No. 26679-A, 2010). The International Tax Subdirectorate 

interprets the tax treaties and TIEAs to which Panama is a party (Art. 2, Res. No. 88, 

Gaceta Oficial No.26679-A, 2010). The Subdirectorate of Information Exchange 

manages the administrative process to facilitate these exchanges, such as verifying the 

requests for compliance with the TIEA and executing retrieval of the information (Art.3, 

Res. No. 88, Gaceta Oficial No.26679-A, 2010). Resolution No. 253 (Gaceta Oficial No. 

26697, 2011) officially named the Director General of the DGI as the competent 

authority assigned to manage these solicitations and named the Deputy Director 

General to act in his absence (DGI, 2010). 

Panama has established procedures to administer information requests made 

under the TIEA and other tax treaties. Panama enacted an information exchange 

protocol through Executive Decree No. 85 adopted in June 2011 (Gaceta Oficial No. 

26824, 2011). Outlining the process may reassure those with concerns about the scope 

and profundity of the information exchange process. According to Laguerre, the MEF 

has decided to notify any taxpayer whose is under investigation. Whether these 

taxpayers will have recourse is unclear. Under past TIEAs, individuals have challenged 

such requests grounding their claim in the domestic laws of the country required to 

produce the information. The TIEA’s language is notably more restrictive than previous 

agreements to avoid the possibility that requests could be challenged by the courts of 

either country. If the information sought falls under the scope of the TIEA, Panamanian 

laws and U.S. laws will not protect the taxpayer’s privacy. Compromising financial 

privacy for regulation has generated significant debate, and how this information is 
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handled under TIEAs, provokes concerns about confidentiality despite explicit terms 

included in Art. 7 of the TIEA.   

How the TIEA is implemented will be instructive in its ultimate scope and power to 

produce tax information. As of yet, there is no public information available to whether it 

has been exercised to obtain such data. However, the broad nature of the language 

contained in certain sections of the TIEA could be problematic. Carlos Ernesto 

González identified Art. 4.3 as potentially being unfavorable for Panama depending on 

how the agreement is enacted. This paragraph addresses any terms that are not 

defined within the text of the TIEA or those that do not have an agreed upon meaning 

established through mutual cooperation (Art. 9). Art. 4.3 states that these terms “shall 

have the meaning which it has under the laws of the Party applying this Agreement, any 

meaning under the applicable tax laws of that Party prevailing over a meaning given to 

the term under other laws of that Party.” According to Carlos Ernesto González, this 

language leaves room for interpretation which could be problematic based on different 

legal interpretations and tax codes.  

Objectives & Intentions: Conflicting National Interests 

The explicit objective of the TIEA is to facilitate the exchange of tax-related 

information between governments in the promotion of tax cooperation and 

transparency. The U.S. and Panama fulfilled different objectives through the negotiation 

of this treaty. From the U.S. perspective, it obtained the legal authority to solicit 

Panamanian assistance regarding the enforcement of its global tax system and obtain 

evidence for use to prosecute criminal tax cases (IRS, 2012). The intent was to 

“crackdown on tax havens,” as a part of a national strategy to repatriate profits and 

more effectively administer U.S. tax laws. Heather Coble further elaborated that the 
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U.S. sought to use this agreement to prosecute financial crimes linked to money 

laundering through tax evasion, an area of evidence that was not accessible under the 

MLAT or the PATRIOT Act. The U.S. was able to eliminate anonymous bearer shares in 

Panama through the requirements set forth in the TIEA, which Coble noted as a source 

of illicit financial activity in many criminal cases, particularly related to drug trafficking. 

The U.S. was able to indirectly influence and effect legislative changes through the 

TIEA’s implementation. 

Although a topic of speculation, Coble provided insight into how the U.S. intends to 

apply the TIEA with Panama. It appears to serve as an additional tool or legal 

instrument to acquire evidence needed to prosecute tax crimes, and possibly, crimes in 

relation with money laundering. Coble’s comments implied that it will be used to identify, 

locate and freeze assets connected to such investigations.22 The contemporary nature 

of the TIEA makes it difficult to assess its future application. The U.S. Department of 

Justice (DOJ) has an entire program dedicated to the pursuit of tax evaders, the 

Offshore Compliance Initiative. Only a few public cases brought by the U.S. 

Government (DOJ or Treasury) have mentioned such instruments. A majority of those 

that have mentioned their use do not involve the recently negotiated tax treaties and 

TIEAs which contain stronger provisions than previous models of these agreements. 

One case (U.S. v. Bill Melot)23 effectively used the TIEA with the Bahamas to elicit 

                                            
22

 Although explicit use of the TIEA has not been documented, a number of criminal tax cases and 
indictments in progress in the U.S. cite the use of Panamanian banks and corporate entities to move 
assets across jurisdictions in attempt to shield them from the IRS. The TIEA may allow U.S. authorities to 
obtain information that may prove useful in these cases. For links to these cases, see the DOJ Offshore 
Compliance Initiative website: http://www.justice.gov/tax/offshore_compliance_intiative.htm. 

23
 A press release about the case stated the following: “Documents filed in the trial of Bill Melot, a farmer 

and gas station owner, reveal that the US federal authorities and Internal Revenue Service (IRS) obtained 

http://www.justice.gov/tax/offshore_compliance_intiative.htm
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relevant information about the defendant’s hidden assets. Another case (SEC v. 

Stanford International Bank Ltd. et al.) mentioned the inability to use the TIEA with 

Barbados-Antigua specifically because the IRS lacked the information required to 

initiate an information request, indicative of the limitations of such agreements.24 As 

Coble mentioned, the TIEA may serve more as a deterrent rather than an active policy 

instrument in the movement to reduce tax evasion.25 This speculation was shared by 

Barrios, Rivera, and Boutin, who claimed that it undermines legal certainty for those 

who had used Panama to evade taxes and offers legal certainty for investors searching 

for a legitimate business opportunity.  

 The Panamanian objectives behind signing this treaty were to protect the 

integrity of its service sector by improving its international reputation and ensuring that it 

is willing to comply with established international norms. The decree that established 

the oversight bodies to administer these treaties included language alluding to the 

legislation authored to implement these tax treaties and TIEAs. It states that their 

implementation was predicated upon “the state policy of the Republic of Panama to stop 

being considered internationally as a low tax jurisdiction and uncooperative in the fight 

against international tax fraud” (Gaceta Oficial No. 26679-A, 2010). To eliminate the 

                                                                                                                                             
information on his Bahamian bank account at Union Banc Privee (formerly Nordfinanz) via the TIEA that 
the Bahamas and Washington signed back in 2002” ( IFC Review, 2010). 

24
 In the U.S. (IRS) Response in Opposition to the Antiguan Liquidators’ Motion to Amend, Modify or 

Vacate Certain Portions of the Court’s Amended Receivership (Securities and Exchange Commission v. 
Stanford International Bank Ltd. et al.), U.S. attorneys noted the TIEA with Barbados Antigua failed to 
cover the information sought (Tax Analysts, 2009).  

25
 According to the Offshore Compliance Initiative, this pressure has forced a number of behavior 

changes, such as over 18,000 people disclosing their hidden assets and paying back taxes within an 18-
month period, an “unprecedented” figure according to the DOJ. The DOJ asserts that, “Put simply, the 
word is out that placing assets in foreign accounts no longer provides the protection from disclosure it 
once did.” See http://www.justice.gov/tax/offshore_compliance_intiative.htm. 

http://www.justice.gov/tax/offshore_compliance_intiative.htm
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stigma associated with the tax haven label, the Government complied with OECD 

standards and requirements. It sought removal from discriminatory lists that could 

negatively influence the economic activity generated by the financial and legal service 

sectors. Reports also suggest that the Government was indirectly motivated by the 

prospect of obtaining congressional approval of the U.S.-Panama free trade agreement.   

Other countries, particularly in Europe, are actively pursuing tax evaders but it is 

difficult to evaluate the role of tax treaties in these endeavors. In a search of tax treaty 

case law in the International Bureau of Fiscal Documentation database (IBFD),26 recent 

cases appeared to rely on such treaties to resolve disputes over the allocation of tax 

rights rather than enacting information exchange provisions to prosecute tax evaders. 

The U.S. approach may differ from that of other countries, but clearly, the practice of tax 

evasion is no longer tolerated at the global and institutional level, a reality that is 

confirmed daily by press releases in major financial news sources and government 

policy sources primarily, although not limited to, the U.S. and Europe.27 Operating in a 

“tax transparent world” continues to change legal norms and legislation across 

jurisdictions as government authorities aggressively pursue tax evaders.  

Interview Results: Opinions about the TIEA & its Effects 

 The opinions and perceptions about the TIEA varied depending on the 

professional vocation of the interviewee; however, there are several shared themes 

which I have described below. Their assessment yields interesting insights into the 

                                            
26

 “IBFD is the world’s foremost authority on cross-border taxation. Tax practitioners from all over the 
world rely on its high-quality, independent tax research” (IBFD, 2012). 

27
 Since the UBS Scandal in 2008, a number of headlines, special reports and press releases have 

appeared in connection with tax crimes, tax evasion and policies implemented to reduce the ability of 
evaders to avoid tax laws (such as the elimination of bank secrecy). See generally, The Wall Street 
Journal, Financial Times, UK Telegraph, The Economist and other financial news sources. 
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TIEA’s significance for Panama and the local perception of the agreement’s potential 

implications. 

Why Sign the TIEA?    

When asked why Panama signed the TIEA, I received a number of responses 

related to Panama’s reputation. All interviewed participants identified the OECD Gray 

List as having prompted the Government to negotiate the TIEA and they noted that the 

agreement was part of the Government’s strategy to achieve Panama’s removal from 

the Gray List. Turolla and Ocando noted Panama’s inclusion on national black lists of 

tax havens, such as that of France,28 and stressed the importance for Panama to be 

removed from these lists for economic reasons. As Figge-Cederkvist noted, the 

transactional relationship in banking is based on trust. Following this logic, any doubt 

regarding Panama’s business practices could produce substantial negative effects. The 

need to clear Panama’s name and reaffirm its standing as a world class economy was 

consistently cited by all informants as a key facet of the TIEA’s emergence. This was 

the primary objective of the Government, according to the MEF, in negotiating the TIEA. 

The importance of Panama’s reputation to the functionality of its service economy was a 

clear motivator.  

The second motivating factor was the indirect linkage of the TIEA to the passage 

of the U.S. Panama FTA. All informants, except for Ocando, asserted that the TIEA 

evolved into a prerequisite for FTA approval from a political perspective. Of these 

                                            
28

 France placed Panama on a national black list of tax havens after the OECD placed the country on its 
gray list in 2009. BNP Paribas, a French bank, subsequently closed its operations in Panama in response 
based on national laws that prohibit French financial institutions from dealing with tax havens. France only 
recently removed Panama from its national blacklist (2012). This illustrates the potential consequences 
for tax haven jurisdictions that are considered to be non-compliant. See Chapter 3, footnotes 18 and 19 
for reference. 
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individuals, a few considered this U.S. tactic to be inappropriate and manipulative. 

Linares described this political maneuver as being out of line because the FTA had 

been negotiated. That agreement was done. Attaching another prerequisite to the trade 

agreement after the fact was poor policy, and as Figge-Cederkvist noted, yet another 

excuse for the U.S. to avoid implementing the agreement. I initially thought that this 

motive was the predominant factor prompting Panama to sign the TIEA. My findings 

suggest it was one of several issues, the most important of which was Panama’s 

reputation in the global business community, which directly impacts foreign investment 

inflows and future economic development opportunities.  

Business versus Legal Perspective 

There was a distinction between responses given by business 

professionals/economists and legal professionals, although there were a few 

crossovers. Business professionals and economists viewed the outcome produced by 

the TIEA as positive. Using a business frame of reference, they considered the TIEA to 

be favorable because it sent a positive signal to the international community, particularly 

foreign investors. Turolla highlighted that participation in the global economy required 

the sacrifice of some sovereignty to promote international norms. Business 

professionals acknowledged that the TIEA was necessary for Panama to maintain its 

competitive economic position.  

Other informants, although they noted the validity of international norms, were 

more reluctant to acknowledge such benefits. They articulated the need to agree to the 

TIEA to obtain removal from the OECD Gray List, but considered this act to be an 

abrogation of sovereignty. They claimed the OECD’s deleterious campaign against 

Panama undermined the country’s international standing and they appeared skeptical 
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over whether the TIEA would provide any relief. These informants tended to use 

language which alluded to the power differential between the U.S. and Panama in terms 

of negotiating power, implying that the agreement was thrust upon the country. Although 

much of this criticism can be explained by national pride, my informants implied that 

there may have been other contributing factors. 

Part of this distinction may be explained by the consequences the TIEA may have 

on these respective professions. Turolla, Rivera, Jorge, Boutin, Molina and Ardilla cited 

the power of certain lawyers and law firms in Panama as a significant factor in 

evaluating this criticism because their professional interests were intimately affected. 

Rivera described this group of elites within the legal profession, who in his opinion, 

considered the TIEA to threaten their professional interests. These “elite firms” generate 

a great deal of income from establishing trusts, Panama corporations (sociedades 

anonímas), and other legal instruments frequently sold to foreign investors. The 

perception is that the TIEA’s strict provisions, by requiring more transparency and a 

clear chain of ownership, will diminish the attractiveness of such instruments to 

foreigners. This issue has generated concern regarding the income potential associated 

with constructing trusts, offshore corporations and similar legal vehicles (i.e., there may 

be significant business implications for lawyers’ whose business is heavily reliant on 

such service offerings). Although these costs may be substantial for some political and 

professional interests, Turolla clearly articulated this domestic controversy by explaining 

that to participate in the global economy, one often has to sacrifice, and she stated that 

this was clearly the issue with the U.S.-Panama TIEA.  
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OECD Campaign & U.S. Attacks on Tax Havens, Damaged National Pride  

The way in which the OECD and U.S. have promoted tax transparency appears to 

have insulted Panamanian national pride. The language used by my informants to 

describe the OECD campaign described it as a rich club/cartel that was unfairly 

targeting and ganging up against offshore financial centers. This description conveys 

that smaller countries see this movement as discriminatory and an attempt to pursue 

“rich country” interests as their expense. This initiative has essentially set the 

G20/developed economies in opposition against smaller, developing economies from 

this perspective. Figge-Cederkvist and Duarte claimed that Panama has complied with 

international norms and remains willing to do so, but they implied that this public 

campaign was manipulative. Duarte, Figge-Cederkvist and E. González noted the 

political power distance between the U.S. and Panama, alluding to the manner in which 

more powerful countries have used their political force to “impose” their political agenda 

on Panama. Others, such as Ocando, Bieberach and Barrios, noted the need to 

maintain strong relations with the “global powers” in spite of the negative domestic 

response elicited but such policy changes. 

Tax Treaty Movement Perceived as Attack on Competitive Advantage 

This contentious duality suggests that this may not be the best manner in which to 

promote international transparency. It promotes asymmetric bargaining and a host of 

potential problems for international relations jeopardizing the collective, multilateral 

dynamic needed for such a project to be effective. This movement appears to have 

undermined the initiative to promote transparency, if that is the ultimate objective. 

Morgan, Linares and C. González perceived that Panama was being attacked for its 

source of comparative advantage. These informants implied that this was a tactic to 
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drive business out of Panama back into the “onshore” economies that had suffered from 

the financial crisis. Participants conveyed the sentiment that Panama was being 

attacked for its business practices in an unproductive and offensive manner. Having 

implemented international financial practices and regulations to target financial crimes, 

they did not understand why the OECD continued to target Panama as a financial 

miscreant except to facilitate the repatriation of tax revenues. According to this 

perspective, this agenda damaged Panama’s national brand in an endeavor to rectify 

the budget problems of rich, OECD countries. 

Panama is NOT a Tax Haven 

One message was generally consistent amongst informants: the erroneous 

characterization of Panama as a tax haven. These “attacks” amounted to slander at the 

international level for many informants. The fact that the U.S. had been complicit in this 

public process of “blame and shame” introduced the concepts of coercion and duplicity 

into the discourse related to the TIEA. Several informants acknowledged the 

persistence of Panama’s negative image at the international level and they believed it 

was reinforced by these campaigns. In fact, Morgan and Linares pointed to the OECD 

tax haven definition to suggest that the U.S. fits this description. These informants, 

along with Figge-Cederkvist, conveyed the feeling that regardless of the regulation and 

standards by which they abide, OECD member states and other developed economies 

refused to acknowledge any changes in Panama’s regulatory environment or distance 

its name from the tax haven label. 

The tax haven label is controversial because no standard definition exists and its 

meaning shifts based on perspective. When denying Panama’s identification as a tax 

haven, Duarte and Ardilla explained that Panamanians paid taxes and complied with 
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their fiscal responsibility. For that reason, Panama should not be considered a tax 

haven. This response highlights misperceptions about the tax haven label and 

demonstrates that its definition may shift between cultures and legal systems. From the 

U.S., European, and international perspective, Panama has historically been a fiscal 

paradise because it provides shelter to citizens evading the taxes of their home 

jurisdictions. This was not perceived to be a problem on the Panamanian front, because 

as Morgan explained their system does not discriminate between citizens and non-

citizens; everyone was subject to the same tax obligations. Essentially, the fact the 

foreigners exploited Panamanian laws to evade national taxes did not qualify the 

country as a tax haven according to some informants. While this was highly problematic 

from the U.S. perspective, the Panamanians, with reason, did not consider it their 

responsibility to deter tax evaders. However, this view fails to consider the political and 

economic consequences of adopting this attitude, especially for a financial center that is 

positioning itself at the global level. 

Stigma Associated with Banking Center Persists 

The acknowledgment of the need to sign the TIEA confirmed an awareness of the 

lingering image of Noriega-era financial practices. All of my informants described 

Panama’s financial sector as highly regulated and compliant with international norms 

and intentionally distinguished its operations from the country’s endemic political 

corruption. The extensive legislation that Panama implemented combined with its 

participation in international efforts to detect money laundering were noted by Figge-

Cederkvist as clear examples of the new, post-invasion Panama. Duarte, Figge-

Cederkvist and others described the stringent nature of banking practices related to 

KYC (Know your client) and the extensive documentation and protocol required to open 
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a bank account. They explained the need to distinguish between the consequences of 

being a transit economy and the failure to acknowledge these problems. Despite 

negative press, they considered the financial sector to maintain high levels of 

transparency and regulation. They agreed that there was a discrepancy between this 

image and the image perpetuated abroad by those countries that challenged Panama’s 

tax policies.  

Jorge countered this depiction by describing the bribery accepted by smaller 

banks and engaged in by some lawyers. He frequently cited the term “double standard” 

to explain that the rules did not apply to some individuals (specifically citing lawyers and 

some bankers as the perpetrators). From his perspective, questionable ethical and 

moral standards continued to impede the country’s progress. Figge-Cederkvist also 

noted a distinction between mainstream, regulated service providers and the “bad 

apples:”  

We have the right laws in the right place. A law firm doesn’t have to be so 
very careful with their reputation as the bank would. It’s as simple as that. 
And law firms work with different jurisdictions. They treat them all the same, 
but the others (unethical lawyers, practicing across jurisdictions who are 
willing to engage in grey, black, green whatever business)…those are the 
ones that tarnish the transparency that the law requires because they will 
say,‘ok, if you want to have a corporation in the Bahamas, you require this. 
But if you want to hide, you can do it this way and you can go to that 
jurisdiction.’ 

Her assessment implies that Panama’s struggle with the rule of law may have a broader 

effect on the country. Without effective regulatory bodies to punish and deter such 

behavior, it will likely persist despite firm regulations. The institutional weakness 

Panama struggles against affects the country at multiple levels, ultimately affecting its 

international reputation. Rivera suggested that the TIEA offers Panama the chance to 
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strengthen its own institutions through its relationship with the U.S., a very positive 

outcome in his opinion. 

Is the TIEA Lifting the Veil of Secrecy?  

Bank secrecy has evolved and does not offer the same level of protection that it 

once did. Ardilla distinguished between Panama and tax havens in the Caribbean that 

allow shelf corporations by explaining that Panama has strict banking regulations in 

place that require extensive documentation to conduct business. Anonymity is no longer 

available for corporation directors because their names must be registered in the Public 

Registry. Figge-Cederkvist asserted that bank secrecy no longer existed, referring to the 

information exchange required under the MLAT and PATRIOT Act. Most of the interview 

participants did not expect the TIEA to increase transparency because the banking 

sector is highly regulated. Such progress has emerged as a result of the dedication to 

make Panama a premier financial center. Bieberach suggested that opening the country 

to more investment has increased transparency and will continue to do so.  

Benefits of the TIEA: A One-Sided Bilateral Agreement 

Many informants believed that the agreement lacked reciprocity. Because both 

countries have different tax structures, Morgan, C. González, E. González, Linares, 

Duarte and Figge-Cederkvist called this a “one-way” agreement or claimed it favored 

the U.S. Most could not identify or describe a situation under which Panama would 

invoke the TIEA. Laguerre described situations where Panama could request 

information and suggested that discounting the bilateral nature of the agreement implied 

an oversight of key tax benefits. The perceived lack of benefits was attributed to the 

weak or “non-existent” negotiations on the part of the Panamanian Government by C. 

González, Morgan, Linares, E. González and Boutin. Rivera and Duarte implied that a 
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TDT would have been preferable over a TIEA because it would have offered more 

benefits by stimulating cross border investment opportunities. 

The Panamanian Government had publicly committed to a strategy of negotiating 

TDTs because they were considered to be more beneficial to Panama. Criticism and 

opposition to the TIEA was grounded in this issue. Many felt that because the TIEA 

diverged from this strategy that the Government had compromised Panamanian 

national interests by acquiescing to U.S. preferences, an emotional and political issue 

given historical relations. Thus, the characterization of the TIEA as being one-sided 

stems from the fact that Panama did not receive the perceived benefits associated with 

TDTs. Some of this criticism can be attributed to historical U.S.-Panamanian relations 

as well as a lack of understanding the technical implications of signing a TDT with the 

U.S. This was a subjective, emotional response to technical differences; however, the 

TIEA extended beyond the scope of information exchange provisions contained in other 

tax treaties by imposing legislative changes. 

Double Standards 

Many participants viewed the TIEA as discriminatory. The inability of U.S. 

authorities to identify the owners of LLCs and the lack of information requested 

regarding foreign deposits in U.S. banks were frequently cited as points of contention 

because the TIEA required Panama to adopt legislation for its enactment. Morgan, 

Linares and C. González questioned whether Panama would have to produce such 

information in the case that the U.S. could not produce similar information by their laws. 

“Do as I say, not as I do” was Figge-Cederkvist’s view, an opinion that many informants 

took regarding the norms introduced by the TIEA. According to Linares, “If you’re going 

to ask me to do something, the least you can do is commit to the same.” Figge-
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Cederkvist exclaimed, “Why do we have to be so bloody transparent?” in contrast to the 

U.S.  

The “hypocritical” nature of the U.S. in this regard detracted from the TIEA and 

encouraged the idea that Panama was being held to a different set of standards. The 

example that Delaware and Nevada offer tax incentives to corporations in contrast to 

other states, which is a domestic source of tax competition, was frequently cited. This 

has generated a sentiment that the U.S. has been disingenuous in its attempts to 

facilitate tax transparency and fair tax competition, especially according to OECD 

guidelines. The phrase “double standard” was used in many cases to describe the TIEA 

and the legal norms it introduced. 

Dual Nationality 

The TIEA failed to acknowledge the special relationship between the U.S. and 

Panama, creating a potential problem for dual nationals. Several informants (Morgan, C. 

González and Linares) cited that Panamanians were not protected under the TIEA. The 

global tax system enforced by the U.S. means that all citizens have a federal tax liability 

regardless of their country of residence. Panama’s territorial system is limited to 

economic activities within its borders. The problem arising under the TIEA is that any 

Panamanian with U.S. citizenship incurs a U.S. tax liability which is now enforceable. 

Duarte shared the Panamanian Government’s explanation of this issue. Their claim was 

that Panamanians do not require protection, and any Panamanian required to pay U.S. 

taxes would have the ability to claim their Panamanian taxes as a deduction. This 

response clarifies the technical aspects of this issue, but it does not address the policy 

issue. 
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 Morgan and Linares explained that many of these affected persons had never 

lived in the U.S. and had no relationship with the U.S. whatsoever. Others had been 

born abroad while their parents were fulfilling diplomatic roles29 or were born30 in the 

Panama Canal Zone, which was considered U.S. territory until 2000. These individuals, 

they claimed, are unlikely to be aware of the TIEA’s implications. Given past U.S. 

involvement in Panama, these informants believe that the TIEA should have included a 

clause to address this problem. Morgan noted that dual citizens were not given the right 

to renounce their citizenship in a timely manner given the retroactive nature of the TIEA. 

Again, a failure to acknowledge the historic relationship between Panama and the US 

was mentioned as a factor. The U.S. does not consider this issue to be problematic 

since dual citizens can deduct Panamanian taxes from their U.S. taxes Coble explained. 

However, the matter is not simply a technical tax issue but related to past U.S. influence 

in Panama. Using this shared history, Panamanians could rely on Art. 6.1(c) to claim a 

public policy exception should a case arise where a dual national’s tax information is 

sought under the TIEA. Whether this issue emerges as a significant challenge will 

depend on how the TIEA is used and enforced. 

                                            
29

 It should be noted that several of the individuals interviewed were children of former diplomats or had 
acted in a diplomatic capacity themselves; therefore this likely heightened their sensitivity to this issue. 

30 
A special provision was added to U.S. code to clarify the citizenship of those born in the Panama Canal 

Zone: “Persons born in the Canal Zone or Republic of Panama on or after February 26, 1904: (a) Any 
person born in the Canal Zone on or after February 26, 1904, and whether before or after the effective 
date of this chapter, whose father or mother or both at the time of the birth of such person was or is a 
citizen of the United States, is declared to be a citizen of the United States.  

(b) Any person born in the Republic of Panama on or after February 26, 1904, and whether before or after 
the effective date of this chapter, whose father or mother or both at the time of the birth of such person 
was or is a citizen of the United States employed by the Government of the United States or by the 
Panama Railroad Company, or its successor in title, is declared to be a citizen of the United States” (8 
USC § 1403). Subsection (a) applied to anyone born in the Canal Zone before its return to Panama on 
December 31, 1999. 
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Strong Public Reaction Compared to Other Tax Treaties 

When compared to other international tax treaties, participants Boutin, Turolla and 

Ocando agreed that the strong domestic reaction to the U.S. TIEA in Panama stemmed 

from the country’s past relationship with Panama. The historical issues related to U.S. 

intervention and occupation in Panama affected the Panamanian perception of the 

TIEA. Consequently, the themes of asymmetric bargaining power and coercion were 

raised. Despite any benefits related to the TIEA, some believed that the U.S. 

manipulated Panama and influenced it to act against its national interest. Others blamed 

the Government of Panama for capitulating to the U.S. and cited this agreement as 

clear evidence of the administration’s weakness and unwillingness to make the difficult 

decisions required to protect Panamanians. The belief that the Government had 

relinquished a degree of sovereignty and protection of its citizens in exchange for 

promises of passing the U.S.-Panama FTA were prevalent. 

Apart from the political reaction to the TIEA, its technical implications contributed 

to this negative public reaction. The fundamental distinction between the U.S. and 

Panamanian tax systems inherently made the TIEA more pervasive than other tax 

treaties that Panama had negotiated with similar exchange of information clauses. 

Under U.S. tax laws, U.S. citizens are liable to pay federal taxes regardless of their 

country of residence, a system that is broader than most countries that rely on a 

worldwide tax system. Because Panama only taxes income earned within its borders 

(territorial system), it does not levy taxes on its citizens abroad. This significant 

difference contributed to the negative perception of the TIEA because it enforces a tax 

code that is at odds with the Panamanian system. Laguerre confirmed that there was a 

“sensation” that the TIEA differed substantially from other tax agreements, a feeling 
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provoked by politics and policy issues. Differences in tax principles affected public 

perception of the U.S. TIEA in Panama. 

The TIEA’s Effect on the Panamanian Economy 

Informants from the business sector claimed that the TIEA was a positive move for 

Panama. Its willingness to comply with international standards conveys its commitment 

and dedication to becoming a world class financial center. Figge-Cederkvist, Rivera and 

Ardilla confirmed that some investors or capital might leave Panama initially. They 

considered this to be a positive outcome because it “weeded out” illicit capital. This is 

not the investment or business that Panama seeks in their point of view, thus, its 

departure is welcome. Bieberach, Molina, Rivera, Turolla, Figge-Cederkvist, Ocando 

and Laguerre believed the TIEA may lead to an increase in investment levels. In their 

opinion, the TIEA offers the legal certainty sought by foreign investors, especially those 

with concerns about Panama’s investment climate and the protection of investors’ 

rights. Turolla indicated that such capital is necessary to the country’s development. In 

her comments, she conveyed that Panama’s potential was only limited by the capital it 

lacked. In her opinion, the TIEA and the U.S. FTA would create a stronger investment 

climate, increasing the levels of foreign direct investment and portfolio flows into the 

country. 

New Legal Practices Force Cultural Norms to Shift 

A fundamental discrepancy highlighted by this agreement is the divergence 

between U.S. and Panamanian tax laws and their cultural underpinnings. Laws embody 

cultural values and perceptions, and the TIEA provoked an emotional response 

because its construct challenged Panama’s existing legal norms. Boutin made the point 

that changes to tax laws require a change in cultural perception. In spite of Panama’s 
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first-world economic forecast, culturally speaking, Boutin explained that Panama still 

has “a third world attitude that is a product of its history, tradition, Spanish colonization, 

[and] a lack of method.” He claimed that these attitudes encouraged the rejection of 

multinational rules that would force Panama to change. Rivera also spoke of the 

“trauma” provoked by the legislative changes required by the TIEA. Resistance to 

change and divergent cultural perceptions affected the public response to the TIEA. 

Changing rules and business practices, whether beneficial or not, can elicit 

resistance. This is clearly demonstrated in the Panamanian view of the TIEA with the 

U.S. Coble confirmed this by explaining that the TIEA introduced new concepts to the 

country, provoking discomfort and concern about the protection of national interest. 

Despite the fact that Panama had negotiated other tax treaties, this agreement 

prompted internal changes and forcefully altered accepted practices. The 

counterarguments and criticisms of the TIEA, although valid in many respects, highlight 

the resistance to embracing what Bieberach termed a “tax transparent era.” 

Changing the Rules of the Game 

The TIEA represents the new, evolving standards in international taxation and 

Panama was forced to comply with these new rules. Although critics conveyed 

resistance and skepticism, a number of informants considered the TIEA to be an 

opportunity to promote the Panamanian economy and further distance its image from 

that which existed under Noriega. Rivera stated, “If one wants to improve their 

reputation, as if it were a risk rating, there need to be businesses that are taxpayers… 

that the element of paying or not paying taxes isn’t an element that determines whether 

or not to invest in the country.” He suggested that Panama should not rely on past 

practices or favorable tax rates, but should adapt and embrace the new rules of the 
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global economy to attract sizeable investments. Laguerre, Ocando, Ardilla, Barrios, 

Bieberach, Molina and Rivera all acknowledged that the rules of the game had 

changed. As a global business participant, Turolla asserted that Panama was obliged to 

comply. By choosing to negotiate the TIEA along with other tax treaties, Panama has 

begun to position itself at the global business level by agreeing to change its standard 

operating procedures.  

General Observations 

There was a genuine frustration demonstrated by several informants with the 

outcome of the TIEA and the reluctance of the global community to accept Panama as a 

legitimate financial service center. Although some were more moderate than others, the 

TIEA elicited a response that was somewhat emotional and related to national pride and 

dignity. From their point of view, Panama has been compliant and cognizant of the need 

to conduct due diligence. Its geographic position and transit economy make it more 

susceptible to money laundering which is why the country has implemented a number of 

AML regulations. The fact that a stigma is still attached to Panama’s identity was clearly 

a source of irritation for some. The very public efforts by the OECD and other countries 

in brandishing damaging labels has event prompted some to call for the application of 

the Law of Retaliation.31  

There was a distinct, ethical element underlying criticism of the TIEA, which 

resulted in divergent views of the same issues from the U.S. and Panamanian 

perspectives. Fostering a legal environment that enabled U.S. tax law violations 

contributed to Panama’s identification as a tax haven from the U.S. perspective. The 

                                            
31

 For an explanation of the Law of Retaliation, see Chapter 3 footnote 24. 
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TIEA provides insight into what Jorge termed “double standards” in Panama. The 

implication is that as long as an action is not expressly illegal based on a code of law 

suggests that it is permissible (or even if the action is marginal, rules and consequences 

can be avoided). Panamanian laws, allowing for anonymous bearer shares and the 

preservation of bank secrecy, established a legal argument to counter the tax haven 

debate because Panama was not explicitly breaking any laws. However, they were 

violating the unspoken international operating standards required to coexist in the global 

economic community from the U.S. perspective, which was “tantamount to economic 

warfare” (Summers, 2012). This is the crux of the international tax policy debate, that 

enabling and facilitating illegal activity in the form of tax evasion has become 

synonymous with breaking the law. Endorsing such activity has become equivalent to 

committing crimes against the nation whose tax law is violated. 

Summary 

This study provides insight into the implications arising from the implementation of 

international tax agreements. These agreements address sensitive political issues and 

policies, most of which have remained under sovereign control despite globalization. 

Furthermore, the OECD campaign, blacklisting, and discriminatory labels have 

prompted debate over the legitimacy of these agreements in their stated objective to 

promote transparency and tax cooperation.  

This complicated policy issue is even more complex in the case of Panama for 

several reasons. The difference in tax regimes, global versus territorial, established a 

fundamental conflict over the need or right to facilitate the exchange of this information. 

Some failed to see the benefit of this agreement for Panama and considered it to be 

mechanism purely for U.S. tax enforcement. Consequently, financial information 
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collection requirements differ considerably in Panama. From this perspective, the 

bilateral nature of the TIEA does not appear to provide Panama with tangible benefits. 

The TIEA introduced new legal norms and principles into Panama in the area of 

tax enforcement. The interpretation of certain terms within the agreement appears to 

reflect U.S. norms and reporting requirements. This is further demonstrated by the fact 

that Panama had to implement new laws to abide by the terms of the TIEA. The 

negative view of the TIEA held by some Panamanians reflects a resistance to changing 

rules and norms that was imposed from without. Because tax transparency was not a 

national priority for Panama, the perception conveyed by some is that Panama was 

forced into submission. This sentiment heightened criticism of the TIEA since it was 

introduced by the U.S. 

U.S.-Panama relations are based on a unique history which introduced an 

expectation of preferential treatment that was not accorded from a Panamanian 

perspective. Instead, issues relating to asymmetric bargaining power, such as the 

TIEA’s linkage to the FTA, emerged. The nature of the negotiations suggested a U.S. 

advantage, since the agreement was signed in Washington, D.C. and the final 

negotiations were kept out of the Panamanian press until their completion. The pressure 

to negotiate the TIEA to defend Panama’s national reputation contributed to sentiments 

of frustration, mild resentment, and the need to challenge the persistent stigma that is 

consistently attached to Panama. For a service-based economy, this stigma can carry 

grave financial consequences and diminish competitiveness. Thus, this political attack 

targeted Panama’s structure for economic development and insulted national pride 

simultaneously.  
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Differences in legal norms and national interests caused the U.S. and Panama to 

view the TIEA from different perspectives. The U.S. appears to believe that the TIEA 

promotes transparency and reduces the ability of U.S. citizens to engage in tax evasion. 

However, the interpretation is quite different in Panama. The agreement requires 

Panama to cooperate and enforce extraterritorial tax laws. Panama agreed to the TIEA 

because it signals greater compliance and cooperation with international standards from 

a business perspective; however, some Panamanians do not believe that the TIEA 

serves the nation’s best interests.   

The national interpretation of tax treaties and TIEAs gives rise to important 

consequences of these agreements. Their purported objectives are to enhance tax 

cooperation and transparency by facilitating information exchange. To achieve this, 

however, significant legislative reform may be required which can be at odds with 

domestic legal norms, business practices or the promotion of national interests. In the 

case of Panama, amendments to its legal code were implemented. The definition and 

structure of tax policy is designed to promote national objectives. By introducing the tax 

laws of another country, possibly with different objectives or goals contrary to the 

national interest of another, these agreements are slowly changing tax policy and tax 

law enforcement. Whether this is contrary to international law has been debated and will 

continue to be debated based on principles of sovereignty, and ultimately, who has the 

right to tax mobile capital in a global economy.  

The U.S.-Panama TIEA offers an example of the changed approach to 

international taxation and tax law enforcement. As large economies aggressively pursue 

tax evaders, they are changing the dynamics of international tax policy. This case 
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demonstrates that countries are willing to comply, whether or not it directly contributes 

to their national welfare, to ensure a number of intangible or indirectly linked benefits. 

For Panama, the cost of resistance became too high to continue to conduct “business 

as usual.” Although its financial sector is highly regulated, some legitimate service 

offerings continued to enable the practice of tax evasion from the U.S. perspective, 

prompting political pressure to change the laws allowing this behavior. The U.S. 

leveraged its unique shared history and economic relationship with Panama to induce 

compliance. Although skepticism remains about the impact the TIEA will have, it 

represents a change in Panama’s business environment, one that is favorable to 

investors and is likely to produce long-term economic gains. 
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CHAPTER 5 
CONCLUSION 

This study was designed to address why Panama agreed to sign a TIEA with the U.S. 

that conflicted with its bank secrecy laws and other legal principles. I examined Panama’s 

political history and its past relationship with the U.S. to contextualize the Panamanian 

response to the TIEA. I also discussed Panama’s economic development to establish the 

importance of its service sector, particularly the banking and financial service industries. I 

studied Panama’s legal framework to understand its characterization as a tax haven and 

evaluate its regulatory environment within the greater context of international financial 

regulation. Drawing on this foundation, I analyzed the text of the U.S.-Panama TIEA to 

highlight inconsistencies that arose as a result of different tax laws and different legal 

systems. I conducted open-ended interviews with Panamanian professionals, primarily from 

the legal and business sectors, to determine why Panama agreed to the TIEA and to 

acquire deeper insight into its implications for Panama. This chapter discusses my findings. 

It also addresses the limitations of this study and proposes questions for future research 

endeavors. 

Research Findings 

Political Pressure Successfully Results in Tax Treaties 

Panama signed the TIEA to protect the reputation of its financial service center 

and its global competitiveness. The combined efforts of the G20 and the OECD to 

pressure tax havens into compliance appear to be successful in establishing new 

information exchange standards in tax policy. The strategy of blacklisting has given 

these organizations an effective tool to induce compliance despite the lack of a 

legitimate enforcement mechanism and no official international mandate. Targeting the 

competitiveness of non-cooperative jurisdictions, as occurred in the case of Panama, 
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succeeded in prompting Panama to negotiate tax treaties. The U.S. strengthened its 

bargaining position by using the FTA as political leverage. By making the TIEA a 

prerequisite for Congressional approval of the U.S.-Panama FTA, the U.S. pressured 

Panama into signing the TIEA. Panama’s primary motivation to sign the TIEA was to 

add to the agreements required to achieve removal from the OECD Gray List; however, 

Panama also viewed it as a way to obtain FTA approval.  

The disparity in bargaining positions between the U.S. and Panama suggests 

that Brooks is correct to lobby in favor of multilateral tax treaties (2010). By making 

increased transparency and the TIEA prerequisites for passage of the U.S.-Panama 

FTA, the U.S. is broadening the application of FTAs as policy instruments that extend 

beyond free trade. This particular extension represents a new avenue for imposing U.S. 

legal norms on a developing economy. It has altered Panamanian laws and significantly 

affected the domestic business environment.  

Bilateral Treaties Should Not Encourage Double Standards 

Panama’s decision to negotiate and ratify TIEAs and tax treaties demonstrates its 

willingness to embrace international norms and regulations despite some reservations. 

The political nature of this issue has generated considerable polemic debate in Panama 

and many were disappointed with the TIEA’s terms. However, the TIEA, along with the 

other tax treaties, signifies that Panama is becoming a world-class financial center. 

Operating outside of international norms is also costly. Had Panama decided not to sign 

the TIEA, the political and economic consequences could have been significant.  

The pursuit of a level playing field in international taxation requires a meaningful 

bilateral effort. A significant issue analyzed in this study has been that of requiring 

Panama to implement and adhere to new legal norms. Yet, from the Panamanian 
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perspective, the U.S. has been unwilling to do the same. This is not an issue that is 

limited to coercion or politics between the U.S. and Panama as other advocacy groups 

have noted similar concerns in the promotion of tax transparency. To legitimize such 

agreements, the U.S. must be willing to abide by the same standards of practice. To 

some degree, this has been acknowledged in that the IRS recently announced that U.S. 

banks would be required to report on interest earned on foreign bank deposits in the 

U.S. This proclamation has been resisted by U.S. bankers, particularly in Florida, as 

they claim it will impose significant costs as account holders transfer their funds to other 

jurisdictions. Barring any negative economic implications, this policy change reflects a 

greater movement towards a true level playing field. 

Tax Treaties as Tools to Promote Transparency 

Touted as cracking Panamanian bank secrecy, this study suggests that this claim 

about the TIEA is an over exaggeration and a mischaracterization of financial 

regulations in Panama. Similar to Switzerland, bank secrecy has diminished in the quest 

to prosecute financial crimes. Suggesting that the TIEA and other tax treaties are 

compromising bank secrecy in Panama overstates their utility because such 

confidentiality laws remain unchanged. While there are aspects of these agreements 

that promote transparency by minimizing tax evasion, this agreement addresses U.S. 

tax law enforcement. Panamanian banks provided information in connection with 

criminal investigations before the TIEA, and because tax infractions did not qualify, they 

would not comply with such requests in cases where tax evasion was claimed to have 

occurred.  

The TIEA, and tax treaties in general, establish a formal mechanism between 

governments to overcome differences in legal code and tax policies. It does not yield 
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the sensationalized “cracking of the vault” that has been the subject of some articles, 

newspaper headlines and congressional testimony, but rather these agreements are 

reducing anonymity in the global financial system. In the case of Panama, bank secrecy 

has been significantly diminished to comply with international financial practices. The 

role of the legal profession in providing financial instruments became the primary issue 

with the Panama TIEA, since the U.S. considered bearer shares and other 

organizational business structures to lack transparency by preserving anonymity. Tax 

treaties address enforceability issues between fundamentally different tax systems, 

principles and laws. Providing a protocol to enforce tax laws internationally has 

diminished the value of anonymity in the financial world as its existence is no longer 

accepted globally. 

Tax Treaties Address a Number of Issues Beyond Taxation  

The study of tax treaties to date has focused on the technical tax implications that 

arise. This study demonstrates that their implications extend beyond the scope of 

taxation. The dynamics of U.S.-Panamanian relations clearly produced a number of 

unanticipated issues that were not explicitly included in the TIEA. The debate that 

emerged regarding the TIEA’s implications for those with dual nationality serves to show 

that tax treaties inherently address cultural and political issues. The issue of 

constitutionality proved to be another source of unanticipated controversy because the 

cultural basis of the Panamanian legal code differs from that of the U.S. Challenges can 

arise from the implementation of tax treaties that were unanticipated or not a 

substantive component of the negotiation process. Evaluating tax treaties using a 

multidisciplinary approach is important to understand the broad nature of their 

implications. 
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Panamanian reception of the TIEA reflected past tensions with the U.S. The U.S. 

has a tendency to enact policies using historical blinders, and often fails to acknowledge 

sensitive domestic issues for the parties involved. This is clearly evident in the case of 

Panama where many viewed the TIEA, not only as an instrument to promote tax 

enforcement, but as a policy reminiscent of U.S. involvement in Panamanian affairs. 

This visceral reaction is understandable when assessed in the appropriate context. The 

U.S. failure to acknowledge this historical relationship offended Panamanian pride, a 

particularly poor policy oversight in a culture that places a premium on relationships in 

conducting business. Panama wants its sovereignty to be recognized and respected, 

and this issue remains prevalent today.  

Some of these subjects are unique to this case study of Panama. However, these 

issues are instructive in demonstrating that tax treaties may carry effects beyond the 

technical realm of taxation. They are prompting substantive changes by imposing a new 

regulatory standard in tax policy that can affect key national and political interests as 

well as change existing business practices. A greater understanding of these country-

specific issues may enable policymakers to better address them in future negotiations.  

Different Laws Reflect Different Cultural Norms 

 The literature about tax treaties and TIEAs generally discusses their ability to 

enhance tax law enforcement. Although a few scholars addressed their economic 

effects, they have failed to address the challenges to implementing these agreements in 

countries with different tax principles and tax laws. This study highlighted the 

fundamentally different legal norms between Panamanian legal code and U.S. laws. 

These discrepancies were also evident in the TIEA which was predisposed to enforce 

U.S. tax laws. Because countries adopt tax policies to further their respective national 
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objectives, tax treaties inevitably require countries to compromise on issues intricately 

tied to national welfare. There is a deeper cultural and political dimension to these 

treaties that the literature has failed to address beyond the explicit differences in tax 

regimes. Understanding these differences, as well as the legislative reforms required to 

bridge the gap in tax laws, may produce more beneficial and effective tax policies for all 

those involved. 

Financial Effects of the TIEA  

The TIEA has the potential to produce economic ramifications in the Panamanian 

financial sector. This agreement has been touted as a beacon of transparency that will 

demonstrate to investors that Panama is open for business and has moved beyond its 

past. There is an expectation that foreign-held account deposits may initially decline as 

investors transfer their assets in response to the new policies of information exchange. 

Due to its status as a regional banking center, it would seem likely that Panama would 

lose clientele who consistently engage in illicit activities. As money launderers and 

traffickers look to safer havens, the question will be whether those who look at Panama 

as a legal investment opportunity will counteract this capital flight. There is optimism 

that this agreement, combined with the approval of the FTA and the Canal expansion, 

will contribute substantially to Panama’s future economic performance.  

Tax treaties are expected to facilitate economic opportunities between countries 

because they offer a standardized set of rules and regulations to guide investors. Their 

symbolic representation may be as effective, if not more so, that the standardized set of 

guidelines they impose. The action of complying with international standards often 

exceeds the value imparted by the tax treaties themselves. For Panama, the TIEA and 
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its other tax treaties are expected to encourage an inflow of capital that would have 

been deterred without their implementation. 

TIEAs Challenge Existing Laws and Force Reforms 

The literature indicated that the proliferation of tax treaties is designed to combat 

inconsistencies between the tax policies of different jurisdictions; however, the U.S. 

TIEA appears to extraterritorialize U.S. tax laws. Although the U.S. has always relied on 

a global tax system, enforcement was contingent upon citizens complying. U.S. tax 

investigators had no way to compel citizens to cooperate if they resided in another 

jurisdiction in most cases. In this study, the U.S. placed the burden of enforcing U.S. tax 

laws on Panamanian administrative agencies. It does not appear that Panama receives 

tangible benefits from this arrangement as the U.S. seeks to increase its tax revenues.  

This study illustrates that the cost of compliance with financial regulations 

continues to increase. The TIEA, in effect, shares the burden of U.S. tax law 

enforcement with Panama, causing many to question its value from that perspective. 

This analysis is not applicable to all tax treaties because their implications vary based 

on the parties involved. However, it is clear that they are increasing the cost of 

regulatory compliance, which may not directly benefit those citizens bearing the costs. 

The Role of Sovereignty in Evolving International Tax Policy 

The U.S.-Panama TIEA brings up broader questions about tax jurisdictions in a 

global economy. Traditionally, international law has discouraged the enforcement of 

domestic tax law outside of the jurisdiction where those laws apply. This TIEA continues 

to add to the trend of reversing this concept, wherein all global parties must cooperate 

in the enforcement of tax regulations. To what degree does the U.S. have the right to 

pursue taxes on these funds, especially if the citizen is a resident of the foreign 
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jurisdiction? The question of who gets the money is becoming increasingly complex as 

a transnational world has rapidly eroded the concept of national borders. However, the 

U.S.-Panama TIEA has already succeeded by obligating Panama to reform its domestic 

legislation in favor of a more open, transparent business environment. Hopefully, these 

reforms will enable Panama to eliminate the perception of the existence of rampant 

financial corruption and finally eradicate its reputation as a tax haven.  

Ultimately, the question remains as to how to effectively structure national tax 

policy in an era of highly mobile capital. The U.S. and some European countries have 

decided to enforce existing laws through tax treaties and other enforcement 

mechanisms to expand tax revenues. However, this may not be the best long-term 

approach, for both political and economic reasons. The implementation of tax treaties 

and their effectiveness in achieving their objectives will determine whether this shift in 

international tax policy has promoted tax transparency and enhanced tax receipts, or 

whether more profound global tax reforms are required. 

Significance 

Governments have confronted the challenge of how best to structure their tax 

policy and exact revenues from its citizens throughout history. This case study is part of 

a larger movement to adapt international tax policy to the new global economy that has 

emerged over the past 50 years.  

The term “economic warfare” has been used to describe the dynamics of this 

global tax policy debate. Tax treaties and TIEAs appear to promote tax transparency to 

reduce financial crimes, such as tax evasion and even money laundering, on a global 

scale. However, these instruments are inherently political as they are ultimately 

designed to protect the national welfare of those pursuing them. Their effectiveness 



 

147 

continues to be questioned since their utility is restricted by a highly formalized 

information exchange process. However, their economic and political power to deter tax 

evaders may increase their value simply through their implementation. 

My research found that Panama agreed to sign a TIEA with the U.S. for economic 

and financial preservation. The negative political effects of the OECD’s campaign 

against tax havens had the potential to diminish financial activity in Panama’s 

international financial center. The importance of trust and transparency in banking 

encouraged the Panamanian Government to confront this campaign with a tax treaty 

negotiation strategy to defend the nation’s image and competitiveness. 

The case study of the TIEA highlights the need for a multilateral approach to tax 

competition and international transparency because tax treaties are changing the rules 

and accepted operating principles in international tax policy. The disparity in bargaining 

positions between developed and developing countries is counterproductive. It feeds 

into the criticism that the OECD initiative is an attack on smaller countries whose 

financial infrastructure threatens the tax revenue streams of wealthy, developed 

countries. Increased involvement by the U.N. or another appropriately designated 

international organization would increase the legitimacy, and potentially the 

effectiveness, of this international campaign. Moving from a bilateral to a multilateral 

negotiating framework would enhance the promotion of the international exchange of 

tax-related information. Creating an environment of mutual cooperation, rather than one 

of antagonism and intimidation, would prove beneficial in identifying solutions to 

promote effective tax collection on an international level, contributing to a more effective 

framework to promote these new standards of international tax policy. 
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Issues for Further Study 

 The recent emergence of tax treaties and TIEAs that apply stricter terms in an 

effort to overcome conflicting domestic laws makes it difficult to predict how they will be 

used and to what extent. Studying the frequency with which information exchange is 

relied upon to enforce tax collection or pursue criminal tax investigations addressed by 

future studies could yield insight as to whether these agreements are fulfilling their 

objective to promote tax law enforcement. Cross referencing these requests with U.S. 

criminal prosecution of tax crimes would also facilitate a cost-benefit comparison to 

determine if the administrative costs of enforcement are exceeded by the tax revenue 

recovered. Furthermore, it would offer insight about the strength of these agreements to 

determine if new legal precedents are established through their enforcement and 

implementation, particularly regarding international taxation. 

 The contemporary nature of this study makes it difficult to determine whether tax 

treaties will deter or attract additional investment, especially to jurisdictions that have 

been labeled as tax havens. A limited number of studies have begun to analyze the 

financial and economic impacts of these agreements. While my informants offered 

speculative insight regarding such outcomes from a Panamanian perspective, future 

research comparing a number of similar agreements would be informative as to whether 

they influence foreign investment, diminish foreign account holders’ bank deposits and a 

myriad of other issues. Finally, the degree to which these agreements improve 

transparency offers another area of inquiry. Developing a study to assess the 

effectiveness of these agreements in promoting transparency by reducing financial 

opacity would prove beneficial.  
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APPENDIX A 
INTERVIEW GUIDE 

1. What is your occupation/post within your firm?  

2. Could you explain the responsibilities required by your position in relation to Panama business 

sector? 

3. How many years have you worked in this industry? Please elaborate on this experience. 

4. Have you dealt with or do you deal directly with business transactions subject to confidentiality by 

law?  

5. Have these transactions been subject to domestic or foreign taxation? 

6. What is your opinion of the overall level of business transparency in your sector/industry?  

7. How do you think Panama’s reputation is perceived at the international level in terms of transparency 

and corruption? What does the global community think of the Panamanian business environment?  

8. Do you think the TIEA will encourage a more transparent business environment? 

Questions Related to Tax Information Exchange Agreement – General Questions 

9. What is your understanding of the recently signed U.S.-Panama Tax Information Exchange 

Agreement?  

10. What is the objective of an agreement such as this?  

11. What is your opinion of the agreement? Why?  

12. Do you anticipate that the TIEA will affect your business/sector? 

13. If you have dealt with transactions subject to confidentiality by law, will these transactions now be 

subject to disclosure upon request from a government authority? 

14. What effects do you think this agreement will have on your business in general? 

15. (If not directly affiliated with the banking industry) How do you anticipate this agreement will affect the 

Panamanian banking sector and the financial service industry in general (economy)? 

16. Are there implications for your business, industry, clients? Could you lose business as a result? 

17. Could you speculate as to whether the possibility exists to bring legal action against business 

interests in your industry according to the terms of the U.S.-Panama TIEA? 

18. Do you anticipate a loss of clientele in your sector or in other sectors of the Panamanian economy as 

a result of this agreement? 

19. Do you believe this agreement will affect Panama’s international business reputation?  

20. Do you think this agreement will affect the level of financial transparency in Panama?  

21. Do you believe this agreement will affect the level of Panama’s foreign investment inflows? 

22. Are there consequences for investors and people looking to bring business to Panama? 

Enforcement – General Questions 

23. In your opinion, do you think Panamanian authorities will honor this agreement? To what degree? 

24. Will there be consequences for not complying with TIEA requirements/requests?  

25. How do you think this agreement will be administered or enforced in Panama? 

26. Who will pay for administering the TIEA, the party soliciting the information?  

27. What do you think about the retroactive nature of the agreement and how will this clause be 

administered/enforced? Will leniency be granted? 

28. Do you think the Panamanian authorities or the judicial system will limit or obstruct investigations 

initiated as a result of the TIEA? Are there specific factors that may promote/inhibit compliance? 
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Emergence of the U.S.-Panama Tax Information Exchange Agreement 

29. Why do you think this agreement emerged or what prompted its emergence? 

30. What do you think the U.S. objectives were behind the negotiation of this agreement? 

31. How was this agreement presented to the public? When do you recall it first being mentioned? 

32. Was the content made available to the public before it was signed or after? 

33. What were Panama’s motives for signing the TIEA?  

34. Do you believe this agreement emerged as a result of the pending U.S.-Panama TPA? 

35. Do you believe this agreement became a prerequisite for U.S. approval of Panama TPA? If so, why? 

Consequences – General Questions 

36. What are the concerns related to this agreement for: Citizens, Banking Professionals, Lawyers? 

37. Do you expect that this agreement will be a problem or threaten business in the financial sector? 

38. What does this mean for citizens with dual nationality? 

39. Overall, what effects do you anticipate from this agreement in addition to those already discussed?  

40. Are there unforeseen negative consequences, from either a Panamanian or foreign perspective? 

41. Do you have any additional comments or opinions you wish to provide related to this agreement? 

Questions Used for Tax Specialists 

42. What is the difference between a double tax treaty and an agreement for tax information Exchange?  

43. What are the reasons for negotiating one over the other? Are there advantages/disadvantages? 

44. Are there terms of this TIEA that differ from other tax treaties? 

45. Since the U.S. and Panama have different tax laws, will this complicate administration of the TIEA?   

46. Could you describe the negotiation process in general? 

47. Was the negotiation process for the TIEA distinct from the other tax treaty negotiations? 

Questions Used for Lawyers 

48. Could you discuss the terms and structure of the TIEA?  

49. How are you advising your clients in regards to this agreement? Its retroactivity? 

50. Has Panama had to reform domestic laws to implement this agreement? 

51. Have banking laws changed as a result? 

52. What are the implications for lawyers who deal with international commercial transactions? 

53. What do you think about the scope of the TIEA as a legal agreement? 

54. What are the tax implications for Panama corporations/sociedades anonimas? 

55. If a U.S. citizen is part of a Panama corporation (S.A.), what course of action could the U.S. take to 

obtain information?  

a. Would this be possible based on the legal structure of an S.A. in Panama, or based on 

international law, would the TIEA supersede this? 

 

Financial Crimes / Transparency / Corruption – General Questions 

56. In terms of transparency, will this agreement encourage a more transparent business environment? 

57. Do you think the TIEA has anything to do with financial crimes, such as money laundering, or is its 

purpose strictly related to tax matters?  

58. Do you think this agreement is an indirect way of combating financial crimes and money laundering? 

59. By initiating a TIEA with the US, do you think this will discourage/prevent financial crimes in Panama? 

60. Do you think the US will use this agreement to investigate money laundering cases or charges? 
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APPENDIX B 
PARTICIPANT GUIDE 

Name  Profession  Position   Organization  Special Posts 

Adolfo Linares  Lawyer & Law 
Firm Partner 

  Tapia, Linares & 
Alfaro  

 Past President, 
American Chamber of 
Commerce, Panama 

Ariosto Ardilla  Lawyer    Attorney at Law   

Carlos Ernesto 
González 

Lawyer  Partner  Morgan & Morgan, 
Law Firm 

 High Presidential 
Commission  

Carlos Klaus 
Bieberach 

Senior 
Consultant 

 Tax & Legal 
Team 

PriceWaterhouse 
Coopers 

 

Edith Castillo 
Duarte 

Journalist  Financial & 
Economic 
Reporting 

La Prensa   

Eduardo González Lawyer  Partner  Morgan & Morgan, 
Attorneys at Law 

  

Francisco 
Barrios 

 Tax Specialist  Partner  Pricewaterhouse 
Coopers 

  

Frank DeLima**  Vice Minister    Ministry of Economics 
& Finance 

 

Gilberto Boutin I.  Lawyer    Boutin Law Firm   

Heather Coble  Foreign Service 
Officer 

Economic 
Affairs Officer 

U.S. State 
Department 

 U.S. Embassy in 
Panama 

Jorge Molina  Lawyer    Icaza, González-Ruiz & 
Alemán 

 

Jorge*  Economist       

José Javier Rivera Lawyer  Partner & 
Founder 

Rivera, Castañedas 
& Bolivar 

  

Luis Laguerre  Tax Consultant / 
Treaty Negotiator 

Partner  KPMG / Ministry of 
Economics & Finance 

 Member, Tax Treaty 
Negotiating Team, 
Ministry of Economy 
and Finance  

        President, American 
Chamber of 
Commerce, Panama  

Luis Ocando  International Tax 
Partner 

Partner  Ernst & Young / 
Ministry of 
Economics & 
Finance 

 Member, Tax Treaty 
Negotiating Team, 
Ministry of Economy 
and Finance 

Luisa Turolla  Economist  President  Proyectos Inteligentes 
Consulting Firm 

  

Eduardo 
Morgan, Jr.* 

 Lawyer  Partner  Morgan & Morgan, 
Attorneys at Law 

 Diplomatic Posts 

Victoria Figge-
Cederkvist 

Fraud & Money 
Laundering 
Prevention 
Consultant 

CEO & CFO, 
Owner 

BERG Associates 
(Latin America) Inc. 

 Former Director, 
Financial Analysis Unit, 
Panama 1997-99 

*Pseudonym to maintain confidentiality      

**I attended a press briefing during which he discussed the Government's tax treaty negotiation efforts. 
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APPENDIX C 
TIMELINE OF KEY HISTORICAL & POLITICAL EVENTS 

1519 Panama became Spanish Vice-royalty of New Andalucia (later New Grenada).

1821

1830 Panama became a part of Colombia following the collapse of Gran Colombia.

1880

1903

1914 The Panama Canal was completed.

1939 Panama ceased to be a U.S. protectorate.

1968-81

1977 The U.S. agreed to transfer the canal to Panama on December 31, 1999.

1981 Torrijos died in a plane crash.

1983

1988

1989

1991

1999

2004 Martin Torrijos, son of former dictator Omar Torrijos, won the presidential elections.

2006 Panama and the U.S. negotiated a free trade deal.

2007

2008

2009

2009

2009

2010

2010

2010-11

2011 In July, Panama was removed from the OCED gray list of tax havens.

Source: Euromonitor and Economic Intelligence Unit, 2011

The Panamanian Government passed the U.S. free trade deal which is still awaiting U.S. 

congressional approval.

In 2008, a fatal shooting of a union leader triggered violent clashes between police and 

construction workers in Panama City.

In April, a U.S. federal appeals court extradited Panama's ex-leader, Manuel Noriega, to France.

In May, Ricardo Martinelli of the conservative opposition Alliance for Change won the presidential 

election, defeating Balbina Herrera of the ruling center-left Democratic Revolutionary Party.
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Panama has been and continues to negotiate double taxation treaties (DTT). This was begun to 

remove Panama's name from the OECD gray list and to eliminate double taxation for foreign 

corporations and investors. To date, Panama has concluded 12 DTTs and one TIEA with the U.S.

Opposition won parliamentary elections but Noriega declared the results invalid. Noriega declared 

a "state of war" in the face of increased threats by Washington, D.C. The U.S. invaded Panama, 

ousted Noriega and replaced him with Guillermo Endara, the rightful winner of the 1988 elections.

Parliament approved constitutional reforms, including the abolition of a standing army, and 

privatization of state-owned enterprises began.

Panama took full control of the Panama Canal, ending nearly a century of American jurisdiction.

In November, Panama signed a Tax Information Exchange Agreement with the U.S. (TIEA) 

Panama achieved independence from Spain, but joined the confederacy of Gran Colombia, which 

comprised Colombia, Venezuela, Ecuador, Peru and Bolivia.

France attempted to build a canal linking the Atlantic and Pacific oceans, but failed due to the 

deaths of more than 20,000 workers from tropical diseases.

Panama split from Colombia and became independent. The U.S. bought rights to build the 

Panama Canal and was given control of the canal zone in perpetuity in the Bunau-Varilla Treaty.

Panama receives first investment grade sovereign credit rating of BBB- from Fitch. S&P and 

Moody's followed soon after.

In April, Panama added to Placed on Organization for Economic Cooperation and Development 

(OECD) gray list for failure to comply with international tax standards (i.e., tax haven)
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During 1968-1981, General Omar Torrijos Herrera, the then National Guard Chief, overthrew the 

elected president and imposed a dictatorship.

Former intelligence chief and one-time U.S. Central Intelligence Agency (CIA) informant Manuel 

Noriega became the head of the National Guard, and he built up the size of the armed forces, 

which he renamed the Panama Defense Forces. He increased its power over Panama's political 

and economic life.

The U.S. charged Noriega with drug smuggling; Noriega declared a state of emergency in the 

wake of a failed coup to overthrow his dictatorship.
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APPENDIX D 
THE U.S.-PANAMA TAX INFORMATION EXCHANGE AGREEMENT 

The text of this document is the version presented for signature in Washington, 

DC, on November 30, 2010.  
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APPENDIX E 
U.S.-PANAMA TIEA JOINT DECLARATION 
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APPENDIX F 
PANAMA: TAX TREATIES & TIEAS NEGOTIATED AND IN FORCE 

 
 

Agreements to Avoid Double Taxation Ratified by  Panamanian National Assembly 

  
Country 

Law 
No.  

Date 
Ratified 

Official 
Gazette Entry  

Date Published  
Official Gazette 

Date of Entry 
into Force 

1 Mexico Law 24  5/31/2011 26,548 6/4/2010 1/1/2011 

2 Barbados Law 5 2/8/2011  26,720-B  2/10/2011 1/1/2012 

3 Portugal* Law 7 2/8/2011  26,720-C  2/10/2011   

4 Qatar Law 20 3/29/2011  26,754-A  3/31/2011 1/1/2012 

5 Luxembourg Law 21 3/29/2011  26,754-A  3/31/2011 1/1/2012 

6 Spain Law 22  3/30/2011  26,754-B  3/31/2011 7/25/2011 

7 Holland Law 23 3/30/2011  26,754-B  3/31/2011 1/1/2012 

8 Singapore Law 24 3/30/2011 26,755 4/1/2011 1/1/2012 

9 Korea Law 25 3/30/2011 26,755 4/1/2011 1/1/2013 

10 Italy* Law 78 5/10/2011  26,784-B  5/13/2011   

11 France Law 50 10/18/2011  26,896-B  10/19/2011 1/1/2013 

*Indicates that the Law is not yet in effect. 
  

       Tax Information Exchange Agreements Ratified by  Panamanian National Assembly 

  Country 
Law 
No.  

Date 
Ratified 

Official 
Gazette Entry  

Date Published  
Official Gazette 

Date of Entry 
into Force 

1 United States 40 4/18/2011 26,767 4/18/2011 4/18/2011 

Source: Panama Ministry of Economics and Finance, Directorate of General Income, 
(April 13, 2012)

1 Mexico* 9 Luxembourg*

2 Italy* 10 Portugal*

3 Belgium 11 Korea*

4 Barbados* 12 Singapor*

5 Holand* 13 Irland*

6 Qatar* 14 Czech Republic

7 Spain* 15 Israel

8 France* 16 Bahrain

17 United Arab Emirates

*Indicates  DTT has been signed by both parties.

1 United States*

2 Canada

*Indicates that TIEA has been signed by both parties.

 Agreements Negotiated by Panama to Avoid 

Double Taxation

Tax Information Exchange Agreements 

Negotiated by Panama



 

167 

LIST OF REFERENCES 

Alfaro, J. (2011, April 15). “Abogados Demandan Acuerdo Fiscal,” La Estrella. Retrieved 
October 15, 2011, from http://www.laestrella.com.pa/online/impreso/2011/04/15/ 
abogados-demandan-acuerdo-fiscal.asp.  

 
Antoine, R.-M. B. (2010). “The Legitimacy of the Offshore Financial Sector: A Legal 

Perspective.” In: Morriss, A. P. (Ed.), Offshore Financial Centers and Regulatory 
Competition. Washington, DC: American Enterprise Institute.  

 
Arce, B. S. (2009). “Taken to the Cleaners: Panama's Financial Secrecy Laws Facilitate 

the Laundering of Evaded U.S. Taxes,” Brooklyn Journal of International Law, 
Vol. 34, pp. 465-490. 

 
Autoridad del Canal de Panamá. (2011). 2011 Annual Report: Canal de Panamá. 

Panama City, Panama: Autoridad del Canal de Panamá. Retrieved April 28, 
2012, from http://www.pancanal.com/eng/general/reporte-anual/2011/flash.html. 

 
Bachman, H. (2012, March 15). “Why U.S. Tax Evaders Can No Longer Count on Swiss 

Secrecy,” TIME Magazine. Retrieved June 8, 2012, from 
www.time.com/time/world/article/0,8599,2109183,00.html. 

 
Barletta, N. A. (2004). “El Sistema Monetario y la Banca en Panamá.” In: Castillero 

Calvo, A.  (Ed.), Historia General de Panamá: El Siglo XX (Volume III, Book II), 
Panama City: Comité Nacional del Centenario. 

 
Barthel, F., Busse, M., Krever, R., and Neumayer, E. (2010). “The Relationship 

Between Double Taxation Treaties and Foreign Direct Investment.” In: Lang, M.,  
Pistone, P., Schuch, J., Staringer, C., Storck, A., and Zagler, M. (Eds.), Tax 
Treaties: Building Bridges Between Law and Economics. Amsterdam: 
International Bureau of Fiscal Documentation. 

 
Batker, D., and Celt, S. (2009, May 26). “Panama Wrong Choice for Obama’s First 

Trade Deal,” The Seattle Times. Retrieved February 15, 2011, from 
http://seattletimes.nwsource.com/html/opinion/2009264965_opinb27batker.html. 

 
Bernal, M. A. (2004). “Evolución Constitucional desde la Separación de Panamá.” In: 

Castillero Calvo, A. (Ed.), Historia General de Panamá: El Siglo XX (Voume III, 
Book I). Panama City: Comité Nacional del Centenario. 

 
Bureau of National Affairs (BNA). (2010, April 13). “Belize on the Verge of ‘Gray-List’ 

Removal,” BNA International’s Tax Treaties Analysis. 
 
Bósquez, E. (2004). “El Tratado Hay-Bunau Varilla.” In: Castillero Calvo, A. (Ed.), 

Historia General de Panamá: El Siglo XX (Volume III, Book I). Panama City: 
Comité Nacional del Centenario. 

 

http://www.laestrella.com.pa/online/impreso/2011/04/15/%20abogados-demandan-acuerdo-fiscal.asp
http://www.laestrella.com.pa/online/impreso/2011/04/15/%20abogados-demandan-acuerdo-fiscal.asp
http://www.pancanal.com/eng/general/reporte-anual/2011/flash.html
http://www.time.com/time/world/article/0,8599,2109183,00.html
http://seattletimes.nwsource.com/html/opinion/2009264965_opinb27batker.html


 

168 

Brand, E., Kuleta, G., and Sadon, R. (2010, December 7). “Is the U.S.-Panama Free 
Trade Agreement Now a Done Deal?” The Latin America Advisor. Washington, 
DC: Inter-American Dialogue. 

 
Brannan, B. (2012, March 12). “ ‘Corrupción, Reto del País’: Powers,” La Prensa. 

Retrieved March 20, 2012, from 
http://www.prensa.com/impreso/panorama/%C2%B4corrupcion-reto-del-
pais%C2%B4-powers/74656. 

 
Brechbühl, R. (2007, September 10).” Panama Canal Expansion to Drive Further 

Growth,” Credit Suisse: Market News & Expertise. Retrieved March 5, 2011, from 
https://infocus.credit-
suisse.com/app/article/index.cfm?fuseaction=OpenArticle&aoid=198176&lang=E
N. 

 
Brooks, K. (2010). “The Potential of Multilateral Tax Treaties.” In: Lang, M.,  Pistone, P., 

Schuch, J., Staringer, C., Storck, A., and Zagler, M. (Eds.), Tax Treaties: Building 
Bridges Between Law and Economics. Amsterdam: International Bureau of 
Fiscal Documentation. 

 
Browning, L. (2009, September 7). “Swiss Deal with IRS May Hide Some Tax Cheats,” 

The New York Times. Retrieved April 10, 2011, from www.nytimes.com/2009/09/ 
08/business/global/08ubs.html. 

 
Burn, G. (2006). The Re-Emergence of Global Finance. New York: Palgrave Macmillan. 
 
CentralAmericaData. (2010, September 30). Société Genérale Cierra Operaciones en 

Panamá. CentralAmericaData. Retrieved October 21, 2011, from http://www. 
centralamericadata.com/es/article/home/Societe_Generale_cierra_operaciones_
en_Panama. 

 
Channel 4 News. (2012, February 28). Tax Avoidance or Tax Evasion? London: 

Channel 4 News. Retrieved April 20, 2012, from 
http://www.channel4.com/news/tax-avoidance-or-tax-evasion. 

 
Christian Science Monitor. (1986, March 20). “Banking's a Secret in Panama,” Christian 

Science Monitor. Retrieved February 25, 2012, from http://www.lexisnexis.com. 
 
Ciudad de Panamá. (2012, March 24). “Zona Libre de Colón Alcanzaría los $31mil 

Millones este Año,” La Prensa. Retrieved April 15, 2012, from 
http://www.prensa.com/impreso/economia/zona-libre-de-colon-alcanzaria-los-31-
mil-millones-este-ano/77627. 

 
  

http://www.prensa.com/impreso/panorama/
http://www.prensa.com/impreso/panorama/
http://www.prensa.com/impreso/panorama/
https://infocus.credit-suisse.com/app/article/index.cfm?fuseaction=OpenArticle&aoid=198176&lang=EN.
https://infocus.credit-suisse.com/app/article/index.cfm?fuseaction=OpenArticle&aoid=198176&lang=EN.
https://infocus.credit-suisse.com/app/article/index.cfm?fuseaction=OpenArticle&aoid=198176&lang=EN.
http://www.nytimes.com/2009/09/%2008/business/global/08ubs.html.
http://www.nytimes.com/2009/09/%2008/business/global/08ubs.html.
http://www.channel4.com/news/tax-avoidance-or-tax-evasion
http://www.lexisnexis.com/
http://www.prensa.com/impreso/economia/zona-libre-de-colon-alcanzaria-los-31-mil-millones-este-ano/77627
http://www.prensa.com/impreso/economia/zona-libre-de-colon-alcanzaria-los-31-mil-millones-este-ano/77627


 

169 

Colegio Nacional de Abogados. (2011, April 18). Interponen Demanda de 
Inconstitucionalidad contra Acuerdo Tributario. Panama City: López, Morales and 
Chiari, Attorneys at Law. Retrieved April 30, 2012, from 
http://www.lopezmoralesychiari.com/detalle_noticia+M5e626f2cf56.0.html. 

 
Cryer, R., Friman, H., Robinson, D., and Wilmshurst, E. (2010). An Introduction to 

International Criminal Law and Procedure (2nd ed.). Cambridge: Cambridge 
University Press. 

 
De Gracia, M. (2009, May 7). “Defensa Tardía del Sector de Servicios Causa 

Polémica,” Panamá América. Retrieved April 15, 2012, from 
http://www.panamaamerica.com.pa/. 

 
Delaware Corporation and Business Entity Laws. (2012). “Delaware Corporation and 

Business Entity Laws,” In: Department of State: Division of Corporations. 
Retrieved April 27, 2012, from http://www.corp.delaware.gov/DElaw.shtml. 

 
Dirección General de Ingresos (DGI). (2010, December 28). “Normativa - Resolución 

No. 253 ‘Por la cual se Designa la Autoridad Competente para Solicitar, Recibir y 
Contestar Solicitudes de Intercambio de Información en Materia de Tributaria,’ ” 
In: Dirección General de Ingresos: Tributación Internacional. Retrieved April 20, 
2012, from 
http://www.dgi.gob.pa/documentos/doble_tributacion/Resolucion_253_%20DSAL
.pdf. 

 
Diaz Espino, O. (2001). How Wall Street Created a Nation: J.P. Morgan, Teddy 

Roosevelt, and the Panama Canal. New York: Four Walls Eight Windows. 
 
Dionne, A. M., and Macey, J. R. (2010). “Offshore Finance and Onshore Markets: 

Racing to the Bottom, or Moving Toward Efficient?” In: Morriss, A. P. (Ed.), 
Offshore Financial Centers and Regulatory Competition. Washington, DC: 
American Enterprise Institute. 

 
Duarte, E. C. (2008, October 23). “Panamá está en la Mira de la OCDE,” La Prensa. 

Retrieved October 10, 2012, from 
http://mensual.prensa.com/mensual/contenido/2008/10/23/hoy/negocios/156619
4.html. 

 
(------.). (2009, June 10). “SWOT Analysis of Panamanian Banking,” Martes Financiero. 

Retrieved January 28, 2011 from http://www.martesfinanciero.com/mensual.html. 
 
Ducros, A., and McFarlane, A. (2010, April). PLN Banknote: France Creates Tax Haven 

Black List. Sydney: PLN Lawyers. Retrieved April 30, 2012, from 
http://www.pln.com.au/index.php?option=com_content&task=view&id=197. 

 

http://www.lopezmoralesychiari.com/detalle_noticia+M5e626f2cf56.0.html
http://www.panamaamerica.com.pa/
http://www.corp.delaware.gov/DElaw.shtml
http://www.dgi.gob.pa/documentos/doble_tributacion/Resolucion_253_%20DSAL.pdf
http://www.dgi.gob.pa/documentos/doble_tributacion/Resolucion_253_%20DSAL.pdf
http://mensual.prensa.com/mensual/contenido/2008/10/23/hoy/negocios/1566194.html
http://mensual.prensa.com/mensual/contenido/2008/10/23/hoy/negocios/1566194.html
http://www.martesfinanciero.com/mensual.html
http://www.pln.com.au/index.php?option=com_content&task=view&id=197


 

170 

Economic Commission for Latin America and the Caribbean (ECLAC). (2011). 
Statistical Yearkbook for Latin America and the Caribbean. Santiago: ECLAC. 
Retrieved from http://www.eclac.org/publicaciones/default.asp?idioma=IN. 

 
Economic Intelligence Unit. (2011, September 8). Panama Economy: Planning a 

Sovereign Wealth Fund. ViewsWire. Retrieved from http://viewswire.eiu.com.  
 
The Economist. (1999, December 16). “Panama's Big Day,” The Economist. Retrieved 

March 27, 2012, from www.economist.com/node/268057. 
 
(------.). (2009a, October 29). “Panama’s Financial Industry: Shades of Gray,” The 

Economist. Retrieved February 24, 2011, from 
www.economist.com/node/14745043. 

 
(------.). (2009b, December 3). “A Plan to Unlock Prosperity,” The Economist. Retrieved 

April 10, 2011, from www.economist.com/node/15014282. 
 
(------.). (2012, February 11). “Don't Ask, Won't Tell: Amid a Global Squeeze on  

Tax Evasion, Switzerland is the Prime Target,” The Economist. Retrieved June 8, 
2012, from www.economist.com/node/21547229. 

 
Elsayyad, M. (2012). Bargaining Over Tax Information Exchange. Munich: Max Planck 

Institute for Tax Law and Public Finance. 
 
Ernst & Young. (2011). Panama's New Agenda: Transparency & Tax Policy as Drivers 

of Growth and Equality. Panama City: Ernst & Young. Retrieved June 10, 2012, 
from 
http://www.ey.com/Publication/vwLUAssets/Panama_new_agenda_April2011/$FI
LE/Panama_new_agenda_April2011.pdf. 

 
Ernst & Young. (2010). “Tax Havens Under Fire,” T Magazine: Tax Insights for Business 

Leaders, Vol. 2, pp. 44-47. 
 
Financial Action Task Force (FATF). (2002). Review to Identify Non-Cooperative 

Countries or Territories: Increasing the World-Wide Effectiveness of Anti-Money 
Laundering Measures. Paris: FATF. Retrieved February 18, 2011, from 
http://www.oecd.org/dataoecd/4/32/33922320.pdf. 

 
FinCEN. (2000). FinCEN Advisory: Transactions Involving Panama, Issue 23. Financial 

Crimes Enforcement Network. Washington, DC: U.S. Department of the 
Treasury. Retrieved February 25, 2011, from 
http://www.fincen.gov/news_room/rp/advisory/pdf/advis23.pdf. 

 
  

http://www.eclac.org/publicaciones/default.asp?idioma=IN
http://viewswire.eiu.com.lp.hscl.ufl.edu/index.asp?layout=VWArticleVW3&article_id=1088427093&region_id=&country_id=440000044&channel_id=190004019&category_id=&refm=vwCh&page_title=Channel+Latest
file:///G:/www.economist.com/node/268057
http://www.economist.com/node/14745043
http://www.economist.com/node/15014282
file:///G:/www.economist.com/node/21547229
http://www.ey.com/Publication/vwLUAssets/Panama_new_agenda_April2011/$FILE/Panama_new_agenda_April2011.pdf
http://www.ey.com/Publication/vwLUAssets/Panama_new_agenda_April2011/$FILE/Panama_new_agenda_April2011.pdf
http://www.oecd.org/dataoecd/4/32/33922320.pdf
http://www.fincen.gov/news_room/rp/advisory/pdf/advis23.pdf


 

171 

Frantz, C., and Ramirez, S. (2011, November 15). “A "Major Win" for Panamanian 
Corruption: Free Trade Agreement Destined to Benefit Tainted Executive, 
Legislative and Judicial Branches.” Council on Hemispheric Affairs. Retrieved 
March 20, 2012, from http://www.coha.org/a-major-win-for-panamanian-
corruption/. 

 
Fuentes, A. (2011, November 25). “Patria, o Avaricia y Engaño,” La Prensa. Retrieved 

November 30, 2011, from http://www.prensa.com/impreso/opinion/patria-o-
avaricia-y-engano-abdel-fuentes/42380. 

 
Gaceta Oficial No. 5067 (1927, March 16). “Law 32 of the Commercial Code,” In: 

Gaceta Oficial. Retrieved June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 12995 (1956, June 29). “Law 8,” In: Gaceta Oficial. Retrieved June 

10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 13766 (1959, February 20). “Law 18,” In: Gaceta Oficial. Retrieved 

June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 14335 (1961, February 22). “Law 17,” In: Gaceta Oficial. Retrieved 

June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 16640 (1970, July 6). “Cabinet Decree 238,” In: Gaceta Oficial. 

Retrieved June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial 24152-A (2000, October 3). “Law 41,” In: Gaceta Oficial. Retrieved June 

10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 24701 (2002, December 17). “Law 58,” In: Gaceta Oficial. Retrieved 

June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 25176 (2004). “Constitucion Politica de Panama [Constitution] art. 

46,” In: Gaceta Oficial. Retrieved June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 26035 (2008, April 30). “Executive Decree 52,” In: Gaceta Oficial. 

Retrieved June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 26566-A (2010, June 30). “Law 33,” In: Gaceta Oficial. Retrieved 

June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 26679-A (2010, September 30). “Resolution No. 88-DS/AL,” In: 

Gaceta Oficial. Retrieved June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 26697 (2011, January 7). “Resolution No. 253-DS/AL,” In: Gaceta 

Oficial. Retrieved June 10, 2012 from http://vlex.com.pa. 
 

http://www.coha.org/a-major-win-for-panamanian-corruption/
http://www.coha.org/a-major-win-for-panamanian-corruption/
http://www.prensa.com/impreso/opinion/patria-o-avaricia-y-engano-abdel-fuentes/42380
http://www.prensa.com/impreso/opinion/patria-o-avaricia-y-engano-abdel-fuentes/42380
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/


 

172 

Gaceta Oficial No. 26713-C (2011, February 1). “Law 2,” In: Gaceta Oficial. Retrieved 
June 10, 2012 from http://vlex.com.pa. 

 
Gaceta Oficial No. 26767 (2011, April 18). “Law 40,” In: Gaceta Oficial. Retrieved June 

10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial No. 26824 (2011, July 8). ‘Executive Decree 85,” In: Gaceta Oficial. 

Retrieved June 10, 2012 from http://vlex.com.pa. 
 
Gaceta Oficial. (2012). Gaceta Oficial Digital. Gobierno Nacional de la República de 

Panamá. Retrieved April 25, 2012, from http://www.gacetaoficial.gob.pa/. 
 
Global Financial Integrity (GFI). (2011). Illicit Financial Flows from Developing 

Countries: 2000-2009. Washington, D.C.: GFI. Retrieved from http://iff-
update.gfintegrity.org/. 

 
Global Studies Law Review. (2006). “Washington University Manual of International 

Legal Citation: Republic of Panama,” In: Washington University Global Studies 
Law Review. Retrieved from: http://law.wustl.edu/WUGSLR/CitationManual/ 
countries/panama.pdf. 

 
Gómez Arbeláez, F. (2010a, November 26). “A la Sombra de Bunau Varilla,” La Prensa. 

Retrieved September 12, 2011, from 
http://mensual.prensa.com/mensual/contenido/2010/11/26/hoy/opinion/2414018.
asp. 

 
(------.). (2010b, July 15). “Convenios en Letra Muerte,” La Prensa. Retrieved February 

20, 2011, from http://prensa.com. 
 
(------.). (2011, December 3). “Retorciendo Retorsiones,” La Prensa. Retrieved 

December 5, 2011, from http://www.prensa.com/impreso/opinion/retorciendo-
retorsiones-fernando-gomez-arbelaez/44553. 

 
Gonzalez, M., and Schipke, A. (2011, June). Bankers on the beach. Finance & 

Development , Vol. 48, Issue 2, pp. 42-45. Retrieved from 
www.imf.org/external/pubs/ft/fandd/2011/06/pdf/Gonzalez.pdf. 

 
Gordon, R. A. (1981). Tax Havens and Their Use by United States Citizens - An 

Overview. Washington, DC: U.S. Department of Treasury. 
 
Gravelle, J. G. (2010). Tax Havens: International Tax Avoidance and Evasion. 

Washington, DC: Congressional Research Service. Retrieved from 
http://www.fas.org/sgp/crs/misc/R40623.pdf. 

 
Grosse, R. E. (2001). Drugs and Money: Laundering Latin America’s Cocaine Dollars. 

Wesport, CT: Praeger Publishers. 

http://vlex.com.pa/
http://vlex.com.pa/
http://vlex.com.pa/
http://www.gacetaoficial.gob.pa/
http://iff-update.gfintegrity.org/
http://iff-update.gfintegrity.org/
http://law.wustl.edu/WUGSLR/CitationManual/%20countries/panama.pdf
http://law.wustl.edu/WUGSLR/CitationManual/%20countries/panama.pdf
http://mensual.prensa.com/mensual/contenido/2010/11/26/hoy/opinion/2414018.asp
http://mensual.prensa.com/mensual/contenido/2010/11/26/hoy/opinion/2414018.asp
http://prensa.com/
http://www.prensa.com/impreso/opinion/retorciendo-retorsiones-fernando-gomez-arbelaez/44553
http://www.prensa.com/impreso/opinion/retorciendo-retorsiones-fernando-gomez-arbelaez/44553
http://www.imf.org/external/pubs/ft/fandd/2011/06/pdf/Gonzalez.pdf
http://www.fas.org/sgp/crs/misc/R40623.pdf


 

173 

Hamill, H. M. (1992). Caudillos: Dictators in Spanish America. Norman, OK: University 
of Oklahoma Press. 

 
Harrington, J. L., Koppele, J. H., and Te, M. D. (2012, April 25). United States: US 

Treasury Department Issues Final "Bank Deposit" Interest Reporting 
Regulations. Mondaq. Retrieved June 9, 2012, from 
http://www.mondaq.com/unitedstates/x/174614/IRS+HRMC/US+Treasury+Depar
tment+Issues+Final+Bank+Deposit+Interest+Reporting+Regulations. 

 
Heritage Foundation. (2012). “Panama: Rule of Law,” In: 2012 Index of Economic 

Freedom. Heritage Foundation. Retrieved March 15, 2012, from 
http://www.heritage.org/index/country/panama#rule-of-law. 

 
Hines, J. J. (2004). Do Tax Havens Flourish? Cambridge: National Bureau of Economic 

Research. 
 
Hines, J. J., and Rice, E. M. (1990). Fiscal Paradise: Foreign Tax Havens and American 

Business. Cambridge: National Bureau of Economic Research. 
 
Hollingshead, A. (2012, May 30). “A Sea Change in Switzerland,” In: Task Force on 

Financial Integrity and Economic Development. Retrieved from 
www.financialtaskforce.org/2012/05/30/a-sea-change-in-switzerland/. 

 
Hornbeck, J. F. (2012, April 26). The U.S.-Panama Free Trade Agreement. Washington, 

DC: Congressional Research Service. Retrieved from 
http://www.fas.org/sgp/crs/row/RL32540.pdf. 

 
International Bureau of Fiscal Documentation (IBFD). (2012). “About IBFD,” In: 

International Bureau of Fiscal Documentation. Retrieved June 12, 2012, from 
http://www.ibfd.org/About-IBFD. 

 
Illueca, E. M. (1990). Actualidad del Secreto Bancario en Panamá. Panama City: 

Universidad de Panamá. 
 
International Financial Center (IFC) Review. (2010, April 28). “Bahamian TIEA Key 

Evidence in U.S. Tax Evasion Trial,” In: International Financial Center Review: 
Bahamas. Retrieved June 10, 2012, from 
http://www.ifcreview.com/viewarticle.aspx?articleId=1250&areaId=17. 

 
International Monetary Fund (IMF). (2007a). Panama: Assessment of Financial Sector 

Supervision and Regulation. Washington, DC: International Monetary Fund. 
Retrieved from www.imf.org/external/pubs/ft/scr/2007/cr0766.pdf. 

 
  

http://www.mondaq.com/unitedstates/x/174614/IRS+HRMC/US+Treasury+Department+Issues+Final+Bank+Deposit+Interest+Reporting+Regulations
http://www.mondaq.com/unitedstates/x/174614/IRS+HRMC/US+Treasury+Department+Issues+Final+Bank+Deposit+Interest+Reporting+Regulations
http://www.heritage.org/index/country/panama%23rule-of-law
file:///G:/www.financialtaskforce.org/2012/05/30/a-sea-change-in-switzerland/
http://www.fas.org/sgp/crs/row/RL32540.pdf
http://www.ibfd.org/About-IBFD
http://www.ifcreview.com/viewarticle.aspx?articleId=1250&areaId=17
http://www.imf.org/external/pubs/ft/scr/2007/cr0766.pdf


 

174 

(------.). (2007b). Working Together: Improving Regulatory Cooperation and Information 
Exchange. Monetary and Financial Systems Department. Washington, DC: 
International Monetary Fund. Retrieved from www.imf.org/external/pubs/ft/books/ 
2007/working/0607.pdf. 

 
(------.). (2012a). IMF World Economic Outlook Database April 2012 Edition. Monetary 

and Financial Surveys. Washington, DC: International Monetary Fund. Retrieved 
from http://www.imf.org/external/pubs/ft/weo/2012/01/weodata/index.aspx. 

 
(------.). (2012b). Panama: Staff Report for the Article IV Consultation. Washington, DC: 

International Monetary Fund. Retrieved from 
www.imf.org/external/pubs/ft/scr/2012/cr1283.pdf. 

 
Inter-American Development Bank (IADB). (2005, May). Country Program Evaluation: 

Panama 1991-2003. Washington, DC: IADB. Retrieved from 
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=502399. 

 
Internal Revenue Service (IRS). (2012a, April 15). “International Tax Fraud,” In: Internal 

Revenue Service: Criminal Investigation Annual Business Plan. Retrieved May 
28, 2012, from 
http://www.irs.gov/compliance/enforcement/article/0,,id=180283,00.html. 

 
(------.). (2012b, April 27). “Part 4. Examining Process, Section 3. Overseas Posts,” In: 

Internal Revenue Service: Internal Revenue Manual. Retrieved April 27, 2012, 
from http://www.irs.gov/irm/part4/irm_04-030-003.html#d0e10. 

 
Jackson, J. K. (2010, July 29). The OECD Initiative on Tax Havens. Washington, DC: 

Congressional Research Service. Retrieved from 
http://assets.opencrs.com/rpts/R40114_20100729.pdf. 

 
Johnson, J., and Holub, M. (2003). “Corporate Flight: 'Moving' Offshore to Avoid US 

Taxes,” Journal of Financial Crime, Vol. 10, No. 3, pp. 246-254. 
 
Keen, M., and Ligthart, J. E. (2004, November 16). Information Sharing and 

International Taxation. The Netherlands: Tilburg University Center for Economic 
Research. Retrieved from http://arno.uvt.nl/show.cgi?fid=12179. 

 
Kemmeren, E. C. (2010). “Legal and Economic Principles Support an Origin and Import 

Neutrality-Based over a Residence and Export Neutrality-Based Tax Treaty 
Policy.” In: Lang, M.,  Pistone, P., Schuch, J., Staringer, C., Storck, A., and 
Zagler, M. (Eds.), Tax Treaties: Building Bridges Between Law and Economics. 
Amsterdam: International Bureau of Fiscal Documentation. 

 
Labaton, S. (1990a, February 19). “INTERNATIONAL REPORT: Fine-Tuning Panama's 

Bank Policy,” The New York Times. Retrieved February 25, 2012, from 
http://www.lexisnexis.com. 

http://www.imf.org/external/pubs/ft/books/%202007/working/0607.pdf
http://www.imf.org/external/pubs/ft/books/%202007/working/0607.pdf
http://www.imf.org/external/pubs/ft/weo/2012/01/weodata/index.aspx
http://www.imf.org/external/pubs/ft/scr/2012/cr1283.pdf
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=502399
http://www.irs.gov/compliance/enforcement/article/0,,id=180283,00.html
http://assets.opencrs.com/rpts/R40114_20100729.pdf
http://arno.uvt.nl/show.cgi?fid=12179
http://www.lexisnexis.com/


 

175 

Labaton, S. (1990b, February 6). “Panama is Resisting U.S. Pressure to Alter 
'Inadequate' Bank Laws,” The New York Times. Retrieved February 25, 2012, 
from http://www.lexisnexis.com. 

 
Lang, M., Pistone, P., Schuch, J., Stainger, C., Storck, A., and Zagler, M. (Eds.). (2010). 

Tax Treaties: Building Bridges Between Law and Economics. Amsterdam: 
International Bureau of Fiscal Documentation. 

 
Martes Financiero. (2010, September 21). “Gobierno Aspira a Salir de la Lista Gris de la 

OCDE en 2011,” Martes Financiero. Retrieved October 18, 2011 from 
http://www.martesfinanciero.com/mensual.html. 

 
McIntyre, M. J. (2009). “How to End the Charade of Information Exchange,” Tax Notes 

International, Vol. 56, No.4, pp. 255-268. 
 
(------.). (2011). “Indentifying the New International Exchange Standard for Effective 

Information Exchange.” In: Lang, M.,  Pistone, P., Schuch, J., Staringer, C., 
Storck, A., and Zagler, M. (Eds.), Tax Treaties: Building Bridges Between Law 
and Economics. Amsterdam: International Bureau of Fiscal Documentation. 

 
Michaels, M. J., and Yates, M.-T. (2009). “The Death of Information Exchange, Part 2,” 

Journal of International Taxation, Vol. 20, No. 4, pp. 56-62. 
 
Mizrachi Angel, F. (2011, December 22). “La Ley de Transparencia, Una Década 

Después,” La Prensa. Retrieved January 10, 2012, from 
http://www.prensa.com/impreso/panorama/la-ley-de-transparencia-una-decada-
despues/58853. 

 
Morales Gil, E. (2008, 25 May). “'Panamá Tiene Muchas Amenzas': Afirma Eaton,” La 

Prensa. Retrieved March 30, 2012, from 
http://mensual.prensa.com/mensual/contenido/2008/05/25/hoy/panorama/13588
51.html. 

 
Moreno-Villalaz, J. L. (2005). “Financial Integration and Dollarization: The Case of 

Panama,” Cato Journal, Vol. 25, No. 1, pp. 127-140. 
 
Morgan, E. (2011, June 1). “Ante los Ataques de la OCDE,” In: Eduardo Morgan Jr. 

Blog. Retrieved July 25, 2011, from 
http://www.eduardomorgan.com/blog/?p=1762&lang=es. 

 
Morriss, A. P. (Ed.). (2010). Offshore Financial Centers and Regulatory Competition. 

Washington, DC: The American Enterprise Institute Press. 
 
  

http://www.lexisnexis.com/
http://www.martesfinanciero.com/mensual.html
http://www.prensa.com/impreso/panorama/la-ley-de-transparencia-una-decada-despues/58853
http://www.prensa.com/impreso/panorama/la-ley-de-transparencia-una-decada-despues/58853
http://mensual.prensa.com/mensual/contenido/2008/05/25/hoy/panorama/1358851.html
http://mensual.prensa.com/mensual/contenido/2008/05/25/hoy/panorama/1358851.html
http://www.eduardomorgan.com/blog/?p=1762&lang=es


 

176 

Nash, M. (2012, June 7). “FATCA Targets U.S. Fat Cats Abroad,” NOW Lebanon. 
Retrieved June 7, 2012, from 
http://www.nowlebanon.com/NewsArticleDetails.aspx?ID=406531&MID=0&PID=
0. 

 
OECD. (1987). International Tax avoidance and Evasion: Four Related Studies. Paris: 

OECD. 
 
(------.). (1998). Harmful Tax Competition: An Emerging Global Issue. Paris: OECD. 
 
(------.). (2009). A Progress Report on the Jurisdictions Surveyed by the OECD Global 

Forum in Implementing the Internationally Agreed Tax Standard. Paris: OECD. 
Retrieved June 11, 2012, from www.oecd.org/dataoecd/38/14/42497950.pdf. 

 
(------.). (2011, February 10). “Harmful Tax Practices,” In: Organization for Economic 

Cooperation and Development. Retrieved February 25, 2011, from: 
http://www.oecd.org/topic/0,3699,en_2649_33745_1_1_1_1_37427,00.html. 

 
(------.). (2012a). “Fighting Tax Evasion,” In: OECD Centre for Tax Policy and 

Administration. Retrieved June 9, 2012, from 
http://www.oecd.org/document/21/0,3746,en_2649_33745_42344853_1_1_1_1,
00.html. 

 
(------.). (2012b). “Global Forum on Transparency & Exchange of Information for Tax 

Purposes,” In: Organization for Economic Cooperation and Development. 
Retrieved April 15, 2012, from 
http://www.oecd.org/site/0,3407,en_21571361_43854757_1_1_1_1_1,00.html. 

 
(------.). (2012c). A Progress Report on the Jurisdictions Surveyed by the OECD Global 

Forum in Implementing the Internationally Agreed Tax Standard. Paris: OECD. 
Retrieved June 11, 2012, from www.oecd.org/dataoecd/50/0/43606256.pdf. 

 
(------.). (n.d.). “Model Agreement on Exchange of Information on Tax Matters,” In: 

OECD Center for Tax Policy and Administration: Tax Information Exchange 
Agreements (TIEAs). Retrieved April 30, 2012, from 
http://www.oecd.org/document/7/0,3746,en_2649_33745_38312839_1_1_1_1,0
0.html. 

 
O'Hare, S. (2011, October 19). “Tax Information Exchange Agreements 'Don't Work,'” 

TheTelegraph. Retrieved October 22, 2011, from 
http://www.telegraph.co.uk/finance/personalfinance/offshorefinance/8836321/Tax
-Information-Exchange-Agreements-dont-work.html. 

 
Oppenheimer, A. (2011, April 13). “Panama's Economy is Booming, but Institutions 

Aren't,” The Miami Herald. Retrieved April 20, 2011, from 
http://www.miamiherald.com/. 

http://www.nowlebanon.com/NewsArticleDetails.aspx?ID=406531&MID=0&PID=0
http://www.nowlebanon.com/NewsArticleDetails.aspx?ID=406531&MID=0&PID=0
file:///G:/www.oecd.org/dataoecd/38/14/42497950.pdf
http://www.oecd.org/topic/0,3699,en_2649_33745_1_1_1_1_37427,00.html
http://www.oecd.org/document/21/0,3746,en_2649_33745_42344853_1_1_1_1,00.html
http://www.oecd.org/document/21/0,3746,en_2649_33745_42344853_1_1_1_1,00.html
http://www.oecd.org/site/0,3407,en_21571361_43854757_1_1_1_1_1,00.html
http://www.oecd.org/dataoecd/50/0/43606256.pdf
http://www.oecd.org/document/7/0,3746,en_2649_33745_38312839_1_1_1_1,00.html
http://www.oecd.org/document/7/0,3746,en_2649_33745_38312839_1_1_1_1,00.html
http://www.telegraph.co.uk/finance/personalfinance/offshorefinance/8836321/Tax-Information-Exchange-Agreements-dont-work.html
http://www.telegraph.co.uk/finance/personalfinance/offshorefinance/8836321/Tax-Information-Exchange-Agreements-dont-work.html
http://www.miamiherald.com/


 

177 

(------.). (2012, January 18). “Panama's Paradox: A Boom with Gloom,” The Miami 
Herald. Retrieved January 22, 2012, from 
http://www.miamiherald.com/2012/01/18/2596211/panamas-paradox-a-boom-
with-gloom.html. 

 
Pacenti, J. (2008, November 13). “DOJ Accuses UBS Exec of Helping Conceal Billions 

from IRS,” The Daily Business Review. Retrieved June 11, 2012, from 
http://www.law.com/jsp/cc/PubArticleCC.jsp?id=1202425981179. 

 
Palan, R., Murphy, R., and Chavagneux, C. (2010). Tax Havens: How Globalization 

Really Works. Ithaca: Cornell University Press. 
 
Pérez, O. J. (2011). Political Culture in Panama: Democracy After Invasion. New York: 

Palgrave Macmillan. 
 
Pistone, P. (2010). “Tax Treaties with Developing Countries: A Plea for New Allocation 

Rules and a Combined Legal and Economic Approach.” In: Lang, M.,  Pistone, 
P., Schuch, J., Staringer, C., Storck, A., and Zagler, M. (Eds.), Tax Treaties: 
Building Bridges Between Law and Economics. Amsterdam: International Bureau 
of Fiscal Documentation. 

 
Preston, E. (2002). “The USA PATROT Act: New Adventures in American 

Extraterritoriality,” Journal of Financial Crime, Vol. 10, No. 2, pp. 104-116. 
 
Raban, O. (2010). “The Fallacy of Legal Certainty: Why Vague Legal Standards may be 

Better for Capitalism and Liberalism,” Boston University Public Interest Law 
Journal, Vol. 19, No. 2, pp. 175-191. 

 
Rawlings, G. (2007). “Taxes and Transnational Treaties: Responsive Regulation and 

the Reassertion of Offshore Sovreignty,” Law & Policy, Vol. 29, No.1, pp. 51-66. 
 
Rodriguez, C. F. (1990, March 7). “Bank Law Reform for Panama and for US; Money 

Laundering War,” The New York Times. Retrieved February 25, 2012, from 
http://www.lexisnexis.com. 

 
Rodríguez, I. (2011, December 1). “Aumenta Imagen de Corrupción,” La Prensa. 

Retrieved December 7, 2011, from 
http://www.prensa.com/impreso/panorama/aumenta-imagen-de-
corrupcion/44206. 

 
Rojas Acosta, E. (2004). “La Economía Panameña: 1903-2003.” In: Castillero Calvo, A.  

(Ed.), Historia General de Panamá: El Siglo XX Volume 3, Book 1. Panama City: 
Comité Nacional del Centenario. 

 
  

http://www.miamiherald.com/2012/01/18/2596211/panamas-paradox-a-boom-with-gloom.html
http://www.miamiherald.com/2012/01/18/2596211/panamas-paradox-a-boom-with-gloom.html
http://www.law.com/jsp/cc/PubArticleCC.jsp?id=1202425981179
http://www.lexisnexis.com/
http://www.prensa.com/impreso/panorama/aumenta-imagen-de-corrupcion/44206
http://www.prensa.com/impreso/panorama/aumenta-imagen-de-corrupcion/44206


 

178 

Sabo, E. (2011, September 1). “Panama's Finance Minister Resigns after Ruling 
Coalition Splits,” Bloomberg. Retrieved June 5, 2012, from 
http://www.bloomberg.com/news/2011-09-01/panama-s-finance-minister-resigns-
after-ruling-coalition-splits.html.  

 
Saunders, L. (2011, December 10). “What's Next for Offshore Accounts," The Wall 

Street Journal. Retrieved December 15, 2011, from 
http://online.wsj.com/article/SB1000142405297020431900457708644147582230
0.html. 

 
Serra, L. A. (2009, September 30). “BBVA Limita Actividad Local,” La Estrella. 

Retrieved October 21, 2011, from 
http://www.laestrella.com.pa/mensual/2009/09/30/contenido/152509.asp. 

 
Sharman, J. C. (2009). “The Bark is the Bite: International Organizations & Blacklisting,” 

Review of International Political Economy, Vol. 16, No. 4, pp. 573-596. 
 
Shaxson, N. (2011). Treasure Islands: Uncovering the Damage of Offshore Banking 

and Tax Havens. New York: Palgrave Macmillan. 
 
Simonian, H., and Houlder, V. (2009, March 12). “Lichtenstein Eases Bank Secrecy 

Rules,” Financial Times. Retrieved June 13, 2012, from 
http://www.ft.com/intl/cms/s/0/b85d298a-0ed9-11de-ba10-0000779fd2ac.html. 

 
Snowdon, C. (2010, May 1). “Panama Makes Progress on Tax Information 

Requirements,” International Tax Review. Retrieved June 13, 2012, from 
http://www.internationaltaxreview.com/Article/2606307/Panama-makes-progress-
on-tax-information-requirements.html. 

 
Sullivan, M. A. (2007, June 25). “Ah, Panama,” Tax Notes. Retrieved March 5, 2011, 

from 
http://www.taxanalysts.com/www/features.nsf/Articles/AC40BDCBDF2CC513852
57307007746A3?OpenDocument. 

 
Sullivan, M. P. (2011, May 11). Panama: Political and Economic Conditions and U.S. 

Relations. Washington, DC: Congressional Research Services. Retrieved from 
http://www.fas.org/sgp/crs/row/RL30981.pdf. 

 
Summers, M. (2012, May). “Life After the Clean-Up,” STEP Journal. Retrieved June 3, 

2012, from 
http://www.stepjournal.org/journal_archive/2012/step_journal_may_2012/life_afte
r_the_clean-up.aspx. 

 
Superintendency of Banks. (2012). “About the SGP: General Information,” In: 

Superintendency of Banks of Panama. Retrieved April 5, 2012, from 
http://www.superbancos.gob.pa/es/sobre-sbp. 

http://www.bloomberg.com/news/2011-09-01/panama-s-finance-minister-resigns-after-ruling-coalition-splits.html
http://www.bloomberg.com/news/2011-09-01/panama-s-finance-minister-resigns-after-ruling-coalition-splits.html
http://online.wsj.com/article/SB10001424052970204319004577086441475822300.html
http://online.wsj.com/article/SB10001424052970204319004577086441475822300.html
http://www.laestrella.com.pa/mensual/2009/09/30/contenido/152509.asp
http://www.ft.com/intl/cms/s/0/b85d298a-0ed9-11de-ba10-0000779fd2ac.html
http://www.internationaltaxreview.com/Article/2606307/Panama-makes-progress-on-tax-information-requirements.html
http://www.internationaltaxreview.com/Article/2606307/Panama-makes-progress-on-tax-information-requirements.html
http://www.taxanalysts.com/www/features.nsf/Articles/AC40BDCBDF2CC51385257307007746A3?OpenDocument
http://www.taxanalysts.com/www/features.nsf/Articles/AC40BDCBDF2CC51385257307007746A3?OpenDocument
http://www.fas.org/sgp/crs/row/RL30981.pdf
http://www.stepjournal.org/journal_archive/2012/step_journal_may_2012/life_after_the_clean-up.aspx
http://www.stepjournal.org/journal_archive/2012/step_journal_may_2012/life_after_the_clean-up.aspx
http://www.superbancos.gob.pa/es/sobre-sbp


 

179 

(------.). (2008, April 30). “Executive Decree No. 52,” In: Republic of Panama Ministry of 
Economy and Finance. Retrieved March 27, 2011, from 
http://www.superbancos.gob.pa/aspec_leyes/documentos/Law/blaw.pdf. 

 
(------.). (2012). “Norms in Force,” In: Superintendency of Banks of Panama. Retrieved 

April 15, 2012, from 
http://www.superbancos.gob.pa/aspec_prevencion/documentos/english/Legislati
on_Norms_in_Force.pdf. 

 
Szarmach, L. (2010). “Piercing the Veil of Bank Secrecy? Assessing the United States’ 

Settlement in the UBS Case,” Cornell International Law Journal, Vol. 43, No. 2, 
pp. 409-438. 

 
Tax Analysts. (2009, May 11). “Securities and Exchange Commission v. Stanford 

International Bank Ltd. et al.,” In: Tax Analysts Worldwide Tax Treaties: Court 
Opinions. Retrieved June 6, 2012, from: http://services.taxanalysts.com. 

 
Tax Justice Network. (2012). Tax Justice Network. Retrieved March 28, 2012, from 

http://www.taxjustice.net/cms/front_content.php?idcatart=2&lang=1. 
 
(------.). (2007). “Identifying Tax havens and Offshore Finance Centers,” In: Tax Justice 

Network. Retrieved from 
http://www.taxjustice.net/cms/upload/pdf/Identifying_Tax_Havens_Jul_07.pdf. 

 
Thuronyi, V. (2010). “Tax Treaties and Developing Countries.” In: Lang, M.,  Pistone, P., 

Schuch, J., Staringer, C., Storck, A., and Zagler, M. (Eds.), Tax Treaties: Building 
Bridges Between Law and Economics. Amsterdam: International Bureau of 
Fiscal Documentation. 

 
Toronto Star. (1990, February 1). “U.S., Panama Wrangle over Bank Secrecy,” Toronto 

Star. Retrieved February 25, 2012, from http://www.lexisnexis.com. 
 
Transparency International. (2011). Corruption Perceptions Index 2011. Transparency 

International. Retrieved February 16, 2012, from 
http://cpi.transparency.org/cpi2011/. 

 
U.N. Office on Drugs and Crime. (2011, June 30). UNODC and Panama Inaugurate 

Anti-Corruption Academy. Vienna: UNODC. Retrieved March 21, 2012, from 
http://www.unodc.org/unodc/en/frontpage/2011/June/unodc-and-panama-
inaugurate-anti-corruption-academy.html. 

 
U.S. Commercial Service. (2012). “Investment Climate in Panama,” In: U.S. Department 

of Commerce. Retrieved February 20, 2012, from 
http://buyusainfo.net/docs/x_2289056.pdf. 

 

http://www.superbancos.gob.pa/aspec_leyes/documentos/Law/blaw.pdf
http://www.superbancos.gob.pa/aspec_prevencion/documentos/english/Legislation_Norms_in_Force.pdf
http://www.superbancos.gob.pa/aspec_prevencion/documentos/english/Legislation_Norms_in_Force.pdf
http://services.taxanalysts.com/
http://www.taxjustice.net/cms/front_content.php?idcatart=2&lang=1
http://www.taxjustice.net/cms/upload/pdf/Identifying_Tax_Havens_Jul_07.pdf
http://www.lexisnexis.com/
http://cpi.transparency.org/cpi2011/
http://www.unodc.org/unodc/en/frontpage/2011/June/unodc-and-panama-inaugurate-anti-corruption-academy.html
http://www.unodc.org/unodc/en/frontpage/2011/June/unodc-and-panama-inaugurate-anti-corruption-academy.html
http://buyusainfo.net/docs/x_2289056.pdf


 

180 

U.S. Department of Justice. (2008). 2008 U.S. Criminal Tax Manual. Washington, DC: 
U.S. Department of Justice. Retrieved from 
http://www.justice.gov/tax/readingroom/2008ctm/CTM%20TOC.htm. 

 
U.S. Government Accountability Office (GAO). (2006). International Financial Crime: 

Treasury's Roles and Responsibilities Relating to Selected Provisions of the USA 
PATRIOT Act. Washington, DC: U.S. GAO. Retrieved from 
http://www.gao.gov/new.items/d06483.pdf. 

 
(------.). (2011). Tax Administration: IRS's Information Exchanges with Other Countries 

Could Be Improved Through Better Performance Information. Washington, DC: 
U.S. GAO. Retrieved from www.gao.gov/new.items/d11730.pdf. 

 
(------.). (2007). Tax Compliance: Challenges in Ensuring Offshore Tax Compliance. 

Washington, DC.: U.S. General Accounting Office. Retrieved from 
http://www.gao.gov/assets/120/116495.pdf. 

 
U.S. House Joint Committee on Taxation. (2009). Tax Compliance and Enforcement 

Issues with Respect to Offshore Accounts and Entities. Washington, DC: U.S. 
House Joint Committee on Taxation. Retrieved from 
https://www.jct.gov/publications.html?func=startdown&id=3520. 

 
U.S. Senate Committee on Finance. (2007). Hearing on Offshore Tax Evasion: Stashing 

Cash Overseas. Washington, DC: U.S. Government Printing Office. Retrieved 
from http://www.finance.senate.gov/hearings/hearing/?id=e1f5f3eb-c76b-6516-
53fe-c82e289d853b. 

 
U.S. State Department. (2001). “Panama Background Note,” In: U.S. Department of 

State. Retrieved April 11, 2011, from 
http://www.state.gov/outofdate/bgn/panama/9694.htm. 

 
(------.). (2012). 2012 International Narcotics Control Strategy Report Volume II: Money 

Laundering and Financial Crimes: Panama. Washington, DC: U.S. Department of 
State. Retrieved from http://www.state.gov/j/inl/rls/nrcrpt/2012/vol2/index.htm. 

 
U.S. Treasury Department. (2011, April 18). “Treasury: U.S.-Panama Tax Information 

Exchange Agreement Now in Effect,” In: U.S. Treasury Department. Retrieved 
October 15, 2011, from www.treasury.gov/press-center/press-
releases/Pages/tg1144.aspx. 

 
Vlcek, W. (2008). Offshore Finance and Small States: Sovreignty, Size and Money. 

New York: Palgrave Macmillan. 
 
Warf, B. (2002). “Tailored for Panama: Offshore Banking at the Crossroads of the 

Americas,” Geografiska Annaler: Series B, Human Geography, Vol. 84, No. 1, 
pp. 33-47. 

http://www.justice.gov/tax/readingroom/2008ctm/CTM%20TOC.htm
http://www.gao.gov/new.items/d06483.pdf
file:///G:/www.gao.gov/new.items/d11730.pdf
http://www.gao.gov/assets/120/116495.pdf
https://www.jct.gov/publications.html?func=startdown&id=3520
http://www.finance.senate.gov/hearings/hearing/?id=e1f5f3eb-c76b-6516-53fe-c82e289d853b
http://www.finance.senate.gov/hearings/hearing/?id=e1f5f3eb-c76b-6516-53fe-c82e289d853b
http://www.state.gov/outofdate/bgn/panama/9694.htm
http://www.state.gov/j/inl/rls/nrcrpt/2012/vol2/index.htm
file:///G:/www.treasury.gov/press-center/press-releases/Pages/tg1144.aspx
file:///G:/www.treasury.gov/press-center/press-releases/Pages/tg1144.aspx


 

181 

Witherell, W. (2002). “Implementing International Financial Standards in the Offshore 
Financial Centres,” Journal of Financial Crime, Vol. 9, No. 4, pp. 326-329. 

 
WorldTrade Executive. (2002, May 9). “Panama Economy: New Economy Emerging,” 

In: EIU Viewswire. Retrieved January 15, 2012, from 
http://viewswire.eiu.com.lp.hscl.ufl.edu/index.asp?layout=VWArticleVW3&article_
id=815352081&region_id=&country_id=440000044&channel_id=190004019&cat
egory_id=&refm=vwCh&page_title=Channel+Latest. 

 
Yates, M.-T., Hoffman, A., Bishop, K., and Michaels, M. J. (2011). “The Death of 

Information Exchange Agreements? Part Three,” Journal of International 
Taxation, Vol. 22, No. 4, pp. 48-62. 

 
Zagaris, B. (2011, November 28). “International Tax Enforcement Continues to Rise,” 

Tax Analysts, pp. 653-672. Retrieved June 13, 2012, from 
http://taxprof.typepad.com/files/64tni.pdf. 

 
Zimbalist, A., and Weeks, J. (1991). Panama at the Crossroads: Economic 

Development and Political Change in the Twentieth Century. Berkeley: University 
of California Press. 

 

http://viewswire.eiu.com.lp.hscl.ufl.edu/index.asp?layout=VWArticleVW3&article_id=815352081&region_id=&country_id=440000044&channel_id=190004019&category_id=&refm=vwCh&page_title=Channel+Latest
http://viewswire.eiu.com.lp.hscl.ufl.edu/index.asp?layout=VWArticleVW3&article_id=815352081&region_id=&country_id=440000044&channel_id=190004019&category_id=&refm=vwCh&page_title=Channel+Latest
http://viewswire.eiu.com.lp.hscl.ufl.edu/index.asp?layout=VWArticleVW3&article_id=815352081&region_id=&country_id=440000044&channel_id=190004019&category_id=&refm=vwCh&page_title=Channel+Latest
http://taxprof.typepad.com/files/64tni.pdf


 

182 

BIOGRAPHICAL SKETCH 

Lindsay Elise Barnes was born and raised in Lafayette, Louisiana. She became 

fascinated with Latin America after a high school mission trip to Cuba, which initiated 

her intrigue with the region. 

Lindsay studied International Business and Economics at the Leonard N. Stern 

School of Business at New York University. During this time, she completed an 

internship with the U.S. Department of State at the Foreign Service Institute. She also 

completed an internship with the U.S. Senate Foreign Relations Committee while 

studying at the Georgetown University School of Foreign Service during an academic 

semester in Washington, DC. After receiving her Bachelor of Science in 2006, Lindsay 

moved to Costa Rica to acquire Spanish proficiency and developed cultural expertise on 

Central America working in ecotourism.  

After returning to the U.S. in 2008, she worked as an administrative assistant for 

several companies and agencies on a temporary basis in Washington, DC. She 

simultaneously developed her consultancy, Empresa Solutions, LLC, for federal grant 

writing and deliverable preparations for Federal Government contractors and private 

sector clients seeking Federal funding. In 2010, Lindsay enrolled in the Master of Arts in 

Latin American Studies (MALAS) program at the University of Florida. She specialized 

in Latin American Business Environment and worked as a Graduate Assistant to Dr. 

Terry McCoy. During her studies, she travelled to Cuba, Costa Rica and Panama.  

Lindsay returns to Costa Rica annually to visit family and friends along with her 

“Tico” husband. She plans to attend law school at Florida State University in the fall with 

the future goal of practicing in the areas of International Business Law or Corporate Law 

related to Latin America. 


