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Foreword


This Review of Agricultural Policies: Costa Rica is one of a series of reviews of national agricultural policies undertaken by the OECD’s Committee for Agriculture. The Committee for Agriculture is one of the OECD technical committees mandated by the OECD Council to carry out an accession review of Costa Rica.

The OECD Council decided to open accession discussions with Costa Rica on 9 April 2015. On 8 July 2015, the Council adopted a Roadmap for the Accession of Costa Rica to the OECD Convention [C(2015)93/FINAL] (hereafter “the Roadmap”) setting out the terms, conditions and process for accession. The Roadmap provides that in order to allow the Council to take an informed decision on the accession of Costa Rica, Costa Rica will undergo in-depth reviews by 22 OECD technical committees, including the Committee for Agriculture, which will then provide the Council with a formal opinion evaluating Costa Rica’s willingness and ability to implement OECD legal instruments within its competence, and evaluating Costa Rica’s policies and practices as compared to OECD best policies and practices in the area of agriculture. Costa Rica submitted an Initial Memorandum setting out its initial positions on each of the substantive OECD legal instruments in force on 16 February 2016.

This Review is being used as a background document for the accession review currently being undertaken by the OECD Committee for Agriculture as part of the process for Costa Rica’s accession to the OECD. In accordance with paragraph 14 of Costa Rica’s Accession Roadmap, the Committee for Agriculture agreed to declassify the report in its current version and publish it under the authority of the Secretary-General, in order to allow a wider audience to become acquainted with the issues raised in the report. Publication of this document and the analysis and recommendations contained therein does not prejudge in any way the results of the ongoing review of Costa Rica by the Committee for Agriculture as part of its process of accession to the OECD.

The Review examines the agricultural policy context and the main trends in Costa Rica’s agriculture sector. It classifies and measures the support provided to agriculture using the same method the OECD employs to monitor agricultural policies in OECD countries and a growing number of non-member economies, such as Brazil, China, Colombia, Indonesia, Kazakhstan, Russia, South Africa, Ukraine and Viet Nam. At the request of the Costa Rican authorities, the Review includes a special chapter on the adaptation of agriculture to climate change. The Review is also a precursor in regular engagement by Costa Rican on agricultural policy issues with the OECD through the annual OECD publication Agricultural Policy Monitoring and Evaluation.

The study was carried out by the Development Division of the OECD Trade and Agriculture Directorate (TAD) in co-operation with the Natural Resources Policy Division (TAD). Dalila Cervantes-Godoy co-ordinated the report and was one of the authors together with Laura Munro. Chapter 1 benefited from a first draft delivered by Julianne Jansen and Emily Gray. The assessment and policy recommendation Chapter greatly benefited from inputs from Julia Nielson. Background information was provided by Carlos Pomareda, Rafael Trejo and Francisco Sancho (all from Costa Rica). Clara Thompson-Lipponen provided editorial support. The database for Producer Support Estimates and the associated analytical work was undertaken by Florence Bossard and Dalila Cervantes-Godoy. Statistical support was provided by Florence Bossard with contributions from Karine Souvanheuane. Anita Lari provided administrative and secretarial assistance. Anita Lari, Michèle Patterson and Janine Treves (from OECD/PAC) provided publication support. Ken Ash, Carmel Cahill, Julia Nielson, Frank Jesus, Pedro Caro de Sousa (from OECD/DAF), Jared Greenville, Andrzej Kwiecin´ski, Julien Hardelin, Natalie Limbasan (from OECD/LEG), and OECD member country delegations furnished valuable comments on drafts of the report.

The Review benefited greatly from the support provided by the Costa Rican Executive Secretariat for Agricultural Sector Planning (SEPSA) and from the Ministry of Agriculture and Livestock (MAG). Ana Isabel Gómez, Miriam Valverde, Edgar Mata, Francini Araya and Ricardo Quesada, all collaborators of SEPSA, were the main contacts and liaison person on all aspects of the study.

The study also benefited from substantive inputs from the team of experts from the Costa Rican government: Roberto Azofeifa (MAG), Lorena Jimenez (MAG), Roberto Flores (SEPSA), María Mercedes Flores (SEPSA), Henry Benavides (COMEX), Federico Arias (COMEX), Vivian Campos (COMEX), Manuel Tovar (COMEX), Andrea Meza Murillo (MINAE), Pascal Girot (MINAE) and Marianela Borbon (former MAG employee). Experts from other government agencies such as the Central Bank of Costa Rica, Ministry of Finance, National Institute of Statistics and Census (INEC), Ministry of Economy, Industry and Commerce (MEIC), Ministry for National Planning and Economic Policy (MIDEPLAN), National Insurance Institute (INS), Development Banking System (SBD), National Meteorological Institute (IMN), National Commission for Risk Prevention and Emergency Care, etc. provided data and essential information. The study also benefited from the input of staff from MAG and its related entities and participants at preparatory meetings and consultations in San José, including researchers from academia and experts from international organisations such as Inter-American Institute for Cooperation on Agriculture (IICA), Food and Agriculture Organization of the United Nations (FAO), United Nations Development Programme (UNDP), US Embassy, United States Agency for International Development (USAID), and Central American Bank of Economic Integration (BCIE).

Other substantial information was provided by MAG’s associated institutions such as The National Institute of Innovation and Transfer of Agricultural Technology (INTA), the National Animal Health Service (SENASA), the State Phytosanitary Service (SFE), the National Seed Office (ONS), the National Council Club 4-S (CONAC), the Rural Development Institute (INDER), the National Production Council (CNP), the National Irrigation and Drainage Service (SENARA), the Comprehensive Agricultural Marketing Programme (PIMA) and the Costa Rican Fishing Institute (INCOPESCA). Other important information was also provided by different farmer organisations such as: the National Rice Corporation (CONARROZ), the Costa Rica Coffee Institute (ICAFE), the National Banana Corporation (CORBANA), the Agricultural Industrial League of Sugarcane (LAICA), the Livestock Development Corporation (CORFOGA): CORFOGA, the National Chamber of Pineapple Producers and Exporters (CANAPEP), the National Chamber of Palm Producers (CANAPALMA), the National Chamber of Milk Producers (PROLECHE), the Costa Rican Chamber of Pork Producers (CAPORC), the National Chamber of Poultry Producers (CANAVI), the National Chamber of Coffee, the National Chamber of Agriculture and Agribusiness (CNAA), and the Union of Small-scale Farmers (UPANACIONAL).

Preparation of the Review has been undertaken in close co-operation with the Ministry of Agriculture and Livestock (MAG) of Costa Rica, as well as the Ministry of Trade (COMEX) and the Ministry of Environment and Energy (MINAE). The study was reviewed at an in-country Roundtable in San José in July 2016 with the participation of MAG and its associated agencies, representatives from the Ministry of Trade and from the Ministry of Environment, and stakeholders. Subsequently, the Costa Rican delegation led by the Minister of Agriculture Mr. Luis Felipe Arauz Cavallini, participated in the peer review of Costa Rican agricultural policies by the OECD’s Committee for Agriculture at its 167th session in November 2016. We are grateful to Mitchel Wensley and Sudarma Samarajeewa (Canada), Carla Boonstra and Jen Sevenster (Netherlands) and Mark Cropper (European Union) for serving as lead discussants during this peer review. While the OECD very much appreciates the involvement of Costa Rican officials from the initial discussions of the study outline through to the peer review and final revisions, the final report remains the sole responsibility of the OECD.
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Executive summary


Costa Rican agriculture has a strong base upon which to build. The success of the sector has been underpinned by the country’s political stability, robust economic growth and high levels of basic health and education service provision. The agricultural sector has achieved significant export success, concentrated both in new crops, such as pineapples and palm oil, and traditional crops, such as coffee and bananas. Costa Rica is a highly competitive and leading exporter of pineapples, with over 50% share of the world market (COMEX, 2016). Moreover, the agricultural sector benefits from a strong government commitment to poverty reduction, agriculture and rural development, and from the provision of a range of general services for agriculture, including extension services, research and development (R&D), and plant and animal health services. Lastly, Costa Rica’s enduring record of environmental protection has enabled it to reduce its vulnerability to natural hazards. While the emphasis on environmental protection has involved some short-term trade-offs – notably in the form of increased pressure on land availability – it has also provided longer-term benefits for the sector, including potential new opportunities for higher-value “green” marketing.

Support for agriculture, as measured by the OECD’s Producer Support Estimates (PSE), remains relatively low at 10.1% in 2013-15, compared to an OECD average of 17.6% over the same period. While Costa Rica’s overall support to agriculture is low, the protection that it does maintain – Market Price Support (MPS) for key crops, notably rice – is of the most production and trade distorting kind. In 2013-15 MPS accounted for 97% of the PSE. This type of support raises the price of key staples for poor households, largely supports major landowners and millers, and reduces farmers’ flexibility to choose more productive and adaptive crops in the face of climate change. Support in terms of government budget outlays presents a more positive picture. About 80% of government support provided through budgetary allocation to the agricultural sector in 2013-15 was in the form of general services to the sector as a whole, a figure higher than the OECD average of 20% for the same period. But overall, the total value of transfers arising from all forms of support to agriculture represents an important cost to the economy, equivalent to 1.1% of GDP, underscoring the need to reform costly MPS policies and to ensure the efficacy of investments in services to agriculture.

The government faces challenges in achieving its stated objectives of increasing productivity, continuing export success, reducing rural poverty, and ultimately increasing the contribution of agriculture to the economy overall. For instance, the traditional agricultural sector – dominated by smallholders – continues to have low productivity, and few inroads have been made in rural poverty reduction, due to factors such as low education levels, lack of agricultural infrastructure and limited integration of smallholders into supply chains. More broadly, productivity growth has stalled across a range of agricultural products, including in the competitive export sector and, with land availability constrained, increased production must come from higher yields through more efficient use of inputs, improved labour productivity and innovation. Raising productivity and continued export success in competitive global markets will require efforts to address bottlenecks in the enabling environment – notably infrastructure, innovation and access to financial services – as well as maximising Costa Rica’s comparative advantage in higher-value niche products. Increased productivity will also depend on efficient provision of services to support overall development of the sector, especially those services that facilitate innovation and improved access to input and output markets. Central to achieving this will be better implementation of programmes, improved co-ordination among institutions, and reduced bureaucratic processes.

The Costa Rican agricultural sector must also position itself to face two new challenges: the scheduled liberalisation of the sector under a number of trade agreements and the uncertain impact of climate change. Managing the transition to liberalisation presents an opportunity to reform costly policies, particularly for protected import competing products. An alternative policy package to enable a smooth transition to more open markets would include new investments in innovation, productivity and diversification to support competitive farm businesses and transition assistance for those producers who will turn to more remunerative activities outside of agriculture.

Costa Rica’s vulnerability to extreme weather events is expected to worsen with climate change, threatening the agricultural sector’s long term prospects. Costa Rica is among global leaders in responding to climate change, with a long history of environmental protection, sustainable development and action on climate change mitigation. Noteworthy efforts to promote adaptation among farmers are also ongoing – yet opportunities for further development remain. In particular, alignment between adaptation and other agricultural objectives could be strengthened to prepare for climate change. Farmer awareness could also be enhanced through strengthened co-ordination on R&D and technical assistance. Lastly, current regulations and financial incentive programmes for farmers could encourage adaptation by focusing on future – as opposed to current – vulnerabilities.



Key policy recommendations




Increasing productivity



	
Increase the effectiveness of government services to the agricultural sector.



	
Strengthen institutional co-ordination and budgetary mechanisms.



	
Strengthen the enabling environment for productivity growth and poverty reduction.








Enhancing value and inclusion



	
Enable diversification into niche or differentiated products.



	
Foster greater competition within the market structure.








Reducing market price support and promoting adjustment



	
Send credible policy signals on reform – in particular, announce a timetable for the reduction of market support.



	
Announce a timetable for phased liberalisation to facilitate orderly adjustment.



	
Identify alternative paths for those that may struggle to compete, and provide social safety net measures for displaced farmers.



	
Facilitate movement out of agriculture by improving rural education and skills.








Adapting to climate change



	
Align objectives, institutions and funding with a longer-term perspective to prepare for and increase resilience to climate change.



	
Strengthen farmers’ awareness of vulnerability to climate change and adaptive solutions.



	
Improve the enforcement of soil, water and infrastructure regulations to encourage adaptive behaviour.



	
Encourage adaptation through existing financial tools.










Assessment and policy recommendations


Assessment


This Review, undertaken in close co-operation with the Costa Rican Executive Secretariat for Agricultural Sector Planning (SEPSA) and other institutions of the Agricultural Public Sector (APS), assesses the performance of the agricultural sector in Costa Rica over the last two decades, evaluates the country’s agricultural policy reforms, and provides recommendations to address future challenges faced by the sector. The evaluation is based on the OECD Committee for Agriculture’s approach that agricultural policy should be evidence-based and carefully designed and implemented to support productivity, competitiveness and sustainability, while avoiding unnecessary distortions to production decisions and to trade. The Review also includes a special chapter highlighting recent advancements and key challenges related to the adaptive capacity of agriculture to climate change.



Agricultural policy context




Costa Rica’s political, economic and environmental conditions have benefitted its agricultural sector


Costa Rica is a small country (51 000km2), with a population of 4.8 million in 2014. The country’s long democratic tradition and political stability have underpinned its important economic progress – including the development of its agricultural sector. Political stability has helped to secure land property rights and to attract Foreign Direct Investment (FDI). Propelled by an outward-oriented growth strategy in the 1980s, the economy has grown by around 4.2% per annum over the last 15 years, exceeding the average growth of a number of other economies in the region (INEC, 2016). Inflation has been on a declining trend, from 19% in 1990 to 0.8% in 2015 – recent low inflation was due to falling commodity prices, spare capacity in the economy and exchange rate appreciation (OECD, 2016a). However, Costa Rica is now facing an important fiscal deficit that in 2015 reached 6% of GDP. Unemployment was low, averaging around 5% until 2008, but sharply increased following the global economic crisis, and has subsequently remained consistently around 8% (Figure 1). Notwithstanding the impact of the crisis, Costa Rica has achieved higher standards of living and lower poverty rates than other countries in the region, with a per capita income of USD 15 377 – in purchasing power parity (PPP) terms – in 2015. However, inequality, as measured by the Gini coefficient (where 1 is completely unequal), has increased during the last 20 years, reaching 0.49 in 20121  (WDI, 2016; INEC. 2015).

Costa Rica’s rich natural resource endowment – and its preservation through significant achievements in environmental protection – has also supported development of the agricultural sector. Despite its small land area, Costa Rica’s rich biodiversity, fertile land and favourable climatic conditions underpin its comparative advantage in a diverse range of agricultural products. The country also has an abundant water supply, although water scarcity is a growing concern in certain regions. Environmental regulations have led to the reforestation of large parts of the country, and 25% of Costa Rican territory is now under some category of environmental protection (INBio, 2016). A strong prioritisation of sustainability and environmental awareness in agri-environmental policies has also helped to reduce the agricultural sector’s vulnerability to natural hazards. However, resilience is a continuing challenge: Costa Rica already has the seventh highest risk of natural disasters worldwide (ADI, 2014), and the severity and frequency of natural hazards is projected to increase with climate change.




Agriculture features a highly competitive export sector, alongside a low-productivity traditional domestic sector


Agriculture’s share in GDP has declined over the last two decades – from 13.7% in 1995 to 5.6% in 2013 (Table 1) – due to structural transformation in the Costa Rican economy. Over the same period, the share of agriculture in employment also declined – from 21.4% to 12.7%. Notwithstanding this decline, the agricultural sector remains the second largest source of employment in Costa Rica (INEC – ECE, 2016), underscoring its central role in rural areas.

The agricultural sector has developed a successful and dynamic export sector in recent decades. Building on Costa Rica’s outward-oriented growth strategy in the 1980s and integration in international markets, agricultural exports grew by an average of 5.6% per year from 1994 to 2015. While exports declined due to falling demand during the global economic crisis in 2009, they recovered quickly. The share of agro-food exports in total exports has declined since the 1990s, reflecting the success of manufacturing and service activities, but has stabilised at around 38% from 2010 onwards (Table 1).

Although Costa Rican exports are dominated by commodities, processed goods have gained in importance. Costa Rica has been particularly successful in exporting new crops such as pineapples, where it is a leading exporter with a world market share of 55% in 2015, as well as continuing to successfully export more traditional crops such as bananas, coffee and sugar. Processed goods – in particular, pineapple juice (for which its world market share was 19.5% in 2015), syrups and concentrates – are also common. Food industry exports have grown dramatically in the last decade, achieving a growth rate of 4% in 2014–15 (PROCOMER, 2016). Main food exports are syrups and concentrates (20%), juice and concentrates (13%), palm oil (7.8%), sauces and preparations (6.9%), pastry (5.4%) and sugar (6%) (PROCOMER, 2016). The number of products exported increased from 289 in 2006 to 342 in 2015 for the whole food industry (PROCOMER, 2016).

Costa Rica’s main agro-food export destination is the United States (accounting for 35% of agro-food exports in 2015), although exports to other countries in Latin America are increasing (26% of agro-food exports over the same year). Trade agreements seem to have played a large role in the diversification of export destinations; all member states of the Dominican Republic-Central America Free Trade Agreement (CAFTA-DR) – the United States, Nicaragua, Guatemala, Honduras, El Salvador and the Dominican Republic – are now within the top 15 export markets for Costa Rica, accounting for more than 50% of all trade (UN Comtrade database, 2016).

Agro-food imports have increased significantly over the last two decades, closing the gap between exports and imports. Imports rose from 0.3 USD billion in 1995 to 1.9 USD billion in 2015 (UN Comtrade database, 2016; Figure 2), although the importance of agro-food in total imports has not changed, and remains at around 11%. Basic staples for domestic consumption dominate imports: maize, soya, wheat and rice were among the most important agro-food imports in 2015. Other key imports are chicken, pork and dairy, as well as bakery products. While still concentrated in the United States (40% in 2015), agro-food imports have shifted to some extent to Latin America (where imports increased from 30% of total imports in 1995 to 35% in 2015) and China (3%) for the same year.





Box 1. Costa Rica: Agriculture in context





Figure 1. Costa Rica: Selected macroeconomic indicators, 1990-2015


[image: graphic]

Source: International Monetary Fund (IMF) (2016); World Economic Outlook Database (WEO) (2016).


StatLink  http://dx.doi.org/10.1787/888933451395




	
Table 1. Contextual indicators, 1995, 20151










	


	
Costa Rica





	
1995


	
2015 (1)







	
Economic context


	


	





	
GDP (billion USD in PPPs)


	
22


	
74





	
Population (million)


	
3.5


	
4.8





	
Land area (thousand km2)


	
51


	
51





	
Agricultural area (AA) (thousand ha)


	
2 048


	
1 817





	
Population density (inhabitants/km2)


	
69


	
94





	
GDP per capita (USD in PPPs)


	
6 136


	
15 377





	
Trade2 as % of GDP


	
50


	
49





	
Agriculture in the economy


	


	





	
Agriculture in GDP (%)


	
13.7


	
5.6





	
Agriculture share in employment (%)


	
21.4


	
12.7





	
Agro-food exports3 (% of total exports)


	
69.0


	
44.7





	
Agro-food imports3 (% of total imports)


	
11.2


	
12.5





	
Characteristics of the agricultural sector


	


	





	
Crop in total agricultural production (%)


	
77


	
67





	
Livestock in total agricultural production (%)


	
23


	
33





	
Share of arable land in AA (%)


	
11


	
13







	
1. Or latest available year.



	
2. Ratio of the sum of exports and imports to GDP.



	
3. Including fish and fish products.



	
Sources: World Bank (2016), World Development Indicators; UN, UN Comtrade Database (2016)
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Figure 2. Costa Rica’s agro-food trade, 1994-2015


[image: graphic]

Note: Agro-food trade includes fish and fish products.



Source: UN, UN Comtrade Database (2016).
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Figure 3. Costa Rica’s share in world exports of selected commodities, 1994-2015
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Source: UN, UN Comtrade Database (2016).
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Figure 4. Output growth attributable to productivity growth and growth in inputs, by period
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Source: Fuglie and Rada (2015), International Agricultural Productivity Dataset, ERS, USDA.
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The agricultural sector in Costa Rica has a dualistic structure, with a strong agricultural export sector accompanied by a low-productivity, traditional sector producing mostly for the domestic market. There have been limited spillovers from the successful export sector dominated by medium-large farms to the weaker traditional sector, which is characterised by less competitive, small-scale farms experiencing slow growth. Fragmentation is also a concern – while medium and large farms are consolidating, the number of farms of less than five ha has increased in recent decades and now they account for a majority of farms (52.1%). More than one third (36.3%) of small-scale farms (below 5 ha) produce coffee as their principal activity (INEC, 2014). Common products in the traditional sector include fruits and vegetables and staple grains. Many produce staple grains for their own consumption (including 72% of rice farmers, 71% of maize farmers, and 65% of bean farmers [INEC, 2014]). For many of these crops, there is a limited integration of smallholders in supply chains (SEPSA, 2016).

Moreover, while Costa Rica’s poverty rate is lower than that of most Latin American countries, the incidence of poverty has not improved over the last 20 years. In rural areas, 30.3% of households lived under the national poverty line in 2014 (INEC, 2016). The highest poverty rates are found in the region bordering Nicaragua, the main source of migrants and a significant share of informal labour in the agricultural sector. Informal labour is growing in the agricultural sector, increasing from around 50% to 60% of total agricultural labour in 2014 (INEC-ECE, 2016).




Productivity growth has slowed


Productivity growth in the agricultural sector has slowed (Figure 4), and is low relative to other Latin American countries. During the 1980s and 1990s, structural change in the sector induced rapid growth in Total Factor Productivity (TFP). However, TFP growth has decreased over the last decade. Since the 1990s, average yields have remained stable for many of Costa Rica’s main crops: coffee, rice, sugar and palm. Notable exceptions are the rise in pineapple yields and, to a...
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			Félicitations et merci d’avoir téléchargé l’un de nos tout nouveaux ePub en version bêta.


			
			Nous expérimentons ce nouveau format pour nos publications. En effet, même si l’ePub est formidable pour des livres composés de texte linéaire, le lecteur peut être confronté à  quelques dysfonctionnements  avec les publications comportant des tableaux et des graphiques  – tout dépend du type de support de lecture que vous utilisez.
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						D’utiliser la dernière version du système d’exploitation de votre support de lecture.


						De lire en orientation portrait.


						De réduire la taille de caractères si les tableaux en grand format sont difficiles à lire.


			


			Comme ce format est encore en version bêta, nous aimerions recevoir vos impressions et remarques sur votre expérience de lecture, bonne ou autre,  pour que nous puissions l’améliorer à l’avenir. Dans votre message, merci de bien vouloir nous indiquer précisément quel appareil et quel système d’exploitation vous avez utilisé ainsi que le titre de la publication concernée. Vous pouvez adresser vos remarques à l’adresse suivante :
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