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SECTION I:  EXECUTIVE SUMMARY

CAFTA

Costa Rica has not implemented CAFTA-DR yet.  The agreement was ratified by popular referendum on October 7th, 2007.  However, actual implementation requires passage of several pieces of legislation, including legislation on telecommunications, insurance, and other regulatory changes.  While President Arias’ National Liberation Party (PLN) in combination with the Libertarians and other legislative allies have the votes in the Legislative Assembly to pass the required bills, the legislative process has been slow due to delaying tactics, (e.g., breaking quorum), by adversaries of the agreement.  Recognizing that the agreement would not enter into force by the March 1, 2008 deadline established pursuant to CAFTA Article 22, the Arias administration requested an extension.  On February 27, 2008, the Parties signed an agreement to allow CAFTA to enter into force in Costa Rica no later than October 1, 2008, effectively giving Costa Rica more time to put in place the necessary legal measures.

AGRICULTURAL TRADE

Costa Rica has been primarily a bulk agricultural market for the United States ($308 million in 2007), with yellow corn, soybeans, wheat and rice as the main agricultural imports.  Imports of consumer-oriented products ($74.9 million in 2007) also represent an important segment of total agricultural product imports from the United States.  Costa Rica’s WTO tariff binding is 45 percent for most products, but the actual applied tariff on most products is less than 15 percent.  Some sensitive products, including onions, potatoes and pork, are assessed their bound rates.  There are other sensitive products, such as poultry and dairy, with tariff rates below their bound rates.  Nevertheless, these tariffs are still high, at 65% for most dairy products and 150% for some poultry products.

AGREEMENTS

Costa Rica is an active member and/or signatory of the World Trade Organization (WTO), the Central American Common Market (CACM) and various international agreements and treaties on trade and intellectual property.  It also has several Free Trade Agreements, including with Mexico, Chile, Dominican Republic, Canada and the Caricom, a group of 14 Caribbean nations.  The FTA with Mexico became effective on January 1st, 1995.  The FTA with Chile became effective on February 15th, 2002.  The FTA with the Dominican Republic became effective on March 7th, 2002. The FTA with Canada became effective on November 1st, 2002.  The FTA with the Caricom became effective on November 15th, 2005.   The agreement with Chile has had an important impact on U.S. agricultural exports to Costa Rica, particularly for deciduous fruits, wines, and some processed fruits and vegetables, which now enjoy duty free access from Chile. Costa Rica has also been a member of the Cairns group since 1999.  

SECTION II.  TRADE BARRIER CATALOGUE

A. TRADE BARRIERS TABLE

	Product
	Trade Barriers
	Description of Problem
	Status
	Value of Trade Affected
	FAS Contact

	Poultry
	Zero tolerance for Salmonella spp.
	Zero tolerance for Salmonella in uncooked poultry limits poultry imports.
	Current administration is not testing every poultry shipment but regulation is still in effect.
	$2.6 million
	Katherine Nishiura, Justina Torry or Victor Gonzalez


B. Background

According to the Costa Rican Executive Decree #18341 Standard for Meat Products, there is zero tolerance for salmonella.  This regulation has resulted in the rejection of several shipments of mechanically deboned poultry meat from the United States.  The issue has been raised with MAG officials, who have responded that a committee is reviewing the standard.  However, no date has been provided for the conclusion of the review process.

SECTION III:  AGREEMENT COMPLIANCE

A. WORLD TRADE ORGANIZATION

MARKET ACCESS

Tariffs

Costa Rica’s tariff rates on agricultural products are within its WTO ceiling bindings.  The bound tariff on most products declined to 45 percent in January 2004, the last scheduled tariff reduction under Costa Rica’s WTO commitments.  There are no other fees or charges impeding U.S. exports, except for rice, which is assessed a $20/MT fee for sanitary and quality inspection, on top of the bound 35 percent duty.  This fee is waived when rice is imported under the shortfall tariff rate quota (TRQ) (see below).
Tariff Rate Quotas (TRQs)

Costa Rica has TRQs for several poultry and dairy products.  Costa Rica has not established TRQs for pork and products, other dairy, eggs, beans, and corn as per its Uruguay Round schedule because the applied out-of-quota duty is equal to or less than the bound in-quota tariff.  Costa Rica also has not opened its WTO TRQ for rice, but under law, the Rice Corporation (CONARROZ—composed of domestic growers and millers) may import the shortfall between domestic production and consumption at 0% duty.  Imports under this authority exceed the WTO TRQ in-quota quantity.  During 2007, the TRQ fill rate was very low for some products as shown in the TRQ table, although others, such as fresh cheese, ice cream and processed meats increased slightly as compared to the previous year. The Ministry of Foreign Trade cited the following as reasons for the low fill rate: consumer preference for fresh rather than frozen poultry, sufficient local production of the products under quota, and unattractive international prices for products under quota. 

Under a 2003 regulation, published on January 6th, 2003, the Ministry of Foreign Trade (COMEX) is responsible for allocating and managing TRQs.

According to the 2003 regulation, during the first week of December, COMEX will officially invite importers to participate in the allocation of the next year’s tariff-rate quotas.  Any company or person may participate in the process.  COMEX will allocate the tariff-rate quotas within the first 10 working days of January.  The allocated volume under the TRQs must be imported before December 31.  In those cases where the volume requested by participants exceeds the volume of the TRQs, COMEX will allocate 80 percent of the quota to those importers who have historically imported under the TRQ system and 20 percent to new importers.  In the case of rice, only CONARROZ is allowed to import duty free under the TRQ that the government opens to cover domestic demand.

TARIFF RATE QUOTA TABLE 2007
	HTS CODE
	DESCRIPTION
	VOLUME (MT)
	IN QUOTA TARIFF RATE (%)


	IMPORTED (MT)

	0207.13.99

0207.14.99
	Ptry. cuts and offal, fresh

Ptry. cuts and offal, frozen


	   1,284.1
	  34
	      0

	0401


	Milk and cream, not concentrated nor containing added sugar
	      405
	  34
	      0

	0402

0402.10.00

0402.21.10

0402.21.2

0402.29.00

0402.91.90
	Milk and cream, concentrated or containing added sugar
	    344.2
	  34
	      0

	0403
	Buttermilk, curdled milk and cream, yogurt
	   50.0 
	  34
	       1.8

	0405
	Butter and other fats and oils derived from milk
	   45.0
	  34
	       0

	0406

0406.10.00

0406.30.00
	Cheese and curd

Fresh cheese (unripened or uncured

Processed cheese not grated or powdered
	 375.0
	  34
	   171.3

	2105.00.00
	Ice Cream
	 725.0 
	  39
	    120.8

	1601.00.20

1602.10.20

1602.32.00
	Processed meats of poultry

Homogenized preparations of meats and offal
	 150.0
	  29

  19
	     67.7


TARIFF RATE QUOTA TABLE 2008
	HTS CODE
	DESCRIPTION
	VOLUME (MT)
	IN QUOTA TARIFF RATE (%)



	0207.13.99

0207.14.99
	Ptry. cuts and offal, fresh

Ptry. cuts and offal, frozen


	   1,284.1
	  34

	0401


	Milk and cream, not concentrated nor containing added sugar
	      405.0
	  34

	0402

0402.10.00

0402.21.10

0402.21.2

0402.29.00

0402.91.90
	Milk and cream, concentrated or containing added sugar
	      344.2
	  34

	0403
	Buttermilk, curdled milk and cream, yogurt
	        50.0
	  34

	0405
	Butter and other fats and oils derived from milk
	        45.0
	  34

	0406

0406.10.00

0406.30.00
	Cheese and curd

Fresh cheese (unripened or uncured

Processed cheese not grated or powdered
	      375.0   
	  34

	2105.00.00
	Ice Cream
	      725.0
	  39

	1601.00.20

1602.10.20

1602.32.00
	Processed meats of poultry

Homogenized preparations of meats and offal
	      150.0
	  29

  19


Sanitary and Phytosanitary Measures

The Costa Rican government maintains sanitary regulations for the importation of poultry, pork, and beef, which limit imports of these products.  A 1993 regulation requires all meat and poultry export plants to be inspected and approved by the Ministry of Agriculture (MAG) before they can export product to Costa Rica.  Although this regulation was modified in 2003 to allow the certification of equivalent veterinary inspection systems, the new regulation states that in the absence of such equivalence determination, individual plant inspections are required.  As part of CAFTA implementation, Costa Rica is expected to recognize the equivalence of the USDA/FSIS meat and poultry inspection system to its own.  Costa Rican authorities have stated their willingness to recognize the U.S. inspection system for beef, pork and poultry. 

Costa Rica still maintains unscientific sanitary requirements that have affected poultry imports even from plants that have been approved by the local Ministry of Agriculture.  For instance, Costa Rica enforces a zero tolerance policy for salmonella in imported raw meat and poultry products.  It is not clear how the GOCR can enforce the same policy on domestic product. 

After about one year of negotiations, the U.S. and Costa Rica reached an understanding on import requirements for U.S. beef and pork in early 2006. A similar understanding on poultry products was reached earlier this year.   However, for imports of U.S. beef, Costa Rica maintains import requirements that are stricter than those stipulated by the World Animal Health Organization (OIE).  
Costa Rica requires that processed food products be registered with the Ministry of Health prior to being introduced on the market.  Registration requirements include presentation of a certificate of free sale, which is no longer available for processed meat and poultry products in the United States.  This emerging issue will likely affect U.S. trade in products such as hot dogs and deli meats in all of Central America.

EXPORT SUBSIDIES

Direct Export Subsidies
To promote exports, Costa Rica maintains various special import regimes, notably the free trade zone regime.  Export subsidies granted through a tax credit rebate (Certificados de Abono Tributario) were eliminated in 1999.

Other Assistance to Exporters

Costa Rica does not offer other significant export assistance to exporters.

Domestic Support

Subsidized credit provided by the GOCR to farmer organizations for “productive reconversion” programs (programs which are supposed to help producers shift production into more profitable crops or to improve the productivity of their current activities) is the only domestic support received by Costa Rican farmers that does not fall under the green box support.  Very few activities have been financed under this program since it received heavy criticism from the General Comptrollers Office due to management problems.  According to the Ministry of Foreign Trade, the internal supports have been notified to the WTO and are within the limits allowed for Costa Rica.

Rice millers legally must pay at least an established minimum price to producers for domestic rice.  The current minimum price in colones is 14,827 per 73.6 kg. bag ($407/MT).

OTHER AGREEMENTS

Preferential Trade Agreements with the United States

Costa Rica is eligible for the Caribbean Basin Initiative benefits.  

Bilateral Agreements with the United States

Costa Rica and the United States started the negotiation of a free trade agreement in January 2003.  The negotiations concluded in January 2004.  The agreement and the related implementing legislation are pending approval by the Costa Rican Legislative Assembly.

U.S. Non-Party Agreements

Costa Rica is a member of the Central American Common Market (CACM).  Trade in most products within the CACM is duty free.  As a result, other Central American countries have an advantage over the United States when they sell agricultural commodities and processed agricultural products in Costa Rica.

Costa Rica also has free trade agreements with the following countries, effective since the date in parenthesis:  
· Mexico (01/01/1995)
· Chile (02/15/2002) 
· Dominican Republic (03/07/2002) 
· Canada (11/01/2002)
· Caricom (11/15/2005)

Tariff Rates for Selected Agricultural Products

Costa Rica’s tariff regime is available through the Internet at the Ministry of Finance’s web page.  The address is: http://www.hacienda.go.cr/tica/consultas/hdbaranc.aspx

Most applied tariffs are below 15 percent.  The following are some significant exceptions to this practice:

	HTS CODE
	APPLIED TARIFF RATE (%)

	
	

	PORK
	

	
	

	0203.1100
	45

	0203.1200
	45

	0203.1900
	45

	0203.2100
	45

	0203.2200
	45

	0203.2900
	45

	
	

	POULTRY
	

	
	

	0207.1100
	40

	0207.1200
	40

	0207.1310
	35

	0207.1391
	40

	0207.1399
	150

	0207.1410
	35

	0207.1491
	40

	0207.2400
	40

	0207.2500
	40

	0207.2610
	35

	0207.2690
	150

	0207.2710
	35

	0207.2790
	40

	0207.3200
	40

	0207.3590
	150

	0207.3690
	40

	
	

	DAIRY PRODUCTS
	

	
	

	0401.1000
	65

	0401.2000
	65

	0401.3000
	65

	0402
	65

	0403
	65

	0405
	65

	0406.1000
	65

	0406.2090
	35

	0406.3000
	65

	
	

	POTATOES, FRESH
	

	
	

	0701.9000
	45

	
	

	ONIONS
	

	
	

	0703
	45

	
	

	BEANS
	

	
	

	07133
	45

	0713.3200
	45

	0713.3310
	45

	
	

	RICE MILLED OR ROUGH
	

	
	

	1006.2000
	35

	1006.3000
	35

	1006.4000
	35

	
	

	PROCESSED MEATS OF POULTRY
	

	
	

	1601.0020
	150

	
	

	SUGAR
	

	
	

	1701.1100
	45

	1701.1200
	45

	1701.9100
	45

	1701.9900
	45

	
	

	POTATOES, PROCESSED
	

	
	

	2004
	40

	2005.2000
	40

	
	

	ICE CREAM
	

	
	

	2105.0000
	65
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