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Country: Costa Rica

Social and Economic Environment in Costa Rica

According to the World Bank, in 2004, Costa Rica had a population of 4.06 million people, 65% of whom were between the ages of 15 and 64. The unemployment rate in this country was 6.5% of the total labour force in 2004 according to the International Labour Organization. The 2004 PPP adjusted GDP per capita in terms of current international dollars was $9,805, a 2.67%increase from $9,550 in 2003. According to Earthtrends, the GINI coefficient for Costa Rica in 2000 was 0.46. In the same year, 2% of Costa Ricans lived on less than US$ per day and 9.4% of the population lived on less than US$2 per day based on the World Bank database.  The World Bank also states that the informal economy in Costa Rica accounted for 26.2% of GNI in 2003.

The IMF estimates that foreign direct investment (FDI) in Costa Rica in 2003 totaled USD 576.75 million, down from USD 661.9 million in 2002 and that the workers’ remittances to Costa Rica grew from USD306 million in 2003, to USD329.4 million in 2004. In 2003, Colombia received $28 million net in official development assistance according to the OECD. Costa Rica’s M2/GDP ratio was 0.41 in 2004 according to the World Bank. 

 The Central Bank of Costa Rica adopted the crawling-peg exchange-rate regime to its currency, the Costa Rican Colon (CRC). According to the EUI, the rate of depreciation is designed to match the inflation differential between Costa Rica and its principal developed-country trading partners in the preceding 12 months, although in practice this aim is not always met. The dollar has been sold in Costa Rica at the rates: USD$1:CRC 359.82 in 2002, USD$1:CRC 398.66 in 2003 and USD$1:CRC 437.91 in 2004. 

Costa Rica is part of the Financial Sector Assessment Program since 2001. Its 2002 report, organized by the World Bank includes information on the microfinance sector in Costa Rica. 

Doing Business in Costa Rica

According to the World Bank, entrepreneurs can expect to go through 11 steps to launch a business over 77 days, at a cost equal to 25.7% of gross national income (GNI) per capita. There is no minimum deposit requirement to obtain a business registration number, compared with the regional average of 28.9% of GNI and OECD average of 44.1% of GNI. It costs 16.2% of the income per capita to create collateral in Costa Rica and it takes 21 days to register property, compared with the regional average of 56 days and OECD average of 34 days.

This country scores 5 on the World Bank 0-6 Credit Information Index. Both individuals and firms are listed in the public credit registry. According to the World Bank, the public credit registry covers 34.8% of adults. 

Regulatory and Legal Environment in Costa Rica 

According to the World Bank, it takes 34 procedures and 550 days from the time a plaintiff files a lawsuit to when they are actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 41.2% of debt value. Filing bankruptcy takes about 3.5 years with a cost of 14% of estate value. The recovery rate in Costa Rica is 0.155 per USD, compared with the regional average of 26.6 and OECD average of 72.1.

The Central Bank of Costa Rica grants commercial banking licenses to organizations with the minimum capital entry requirement of US$6,922,077.92. According to the World Bank, there are no prohibitions for foreign entities to enter though acquisition, subsidiary or branch in Costa Rica. Non-financial firms can own unrestricted shares on commercial banks. The General Superintendence of Financial Entities (SUGEF) supervises all banks in Costa Rica, except for off shore banks or international financial institutions.

According to Lowtax.net, the government created Free Export Zones under law number 7210, also known as the "Export Processing Law". Substantial tax incentives including 100% exemption from virtually all taxes and government finance for the training of employees are available to companies which locate within one of the 12 free export zones (6 of which are privately managed). The Zones are located next to Calderas and Puntarenas (2 Pacific ports), Limon (an Atlantic port near Panama), Alajuela (the airport serving the capital city of Costa Rica) and Turrialba, as well as some other locations. 

Microfinance Institutions (MFI) and Commercial Banks’ Involvement in Costa Rica

According to the SUGEF, in January 2005, the number of institutions it supervised it was: 3 state-owned commercial Banks, 2 banks created by special law, 13 private-owned and cooperative banks, 34 financial companies and groups, 23 unions of loans and credit, 3 organizations for housing credit and loans, and 2 exchange institutions. 

In June 2005, the Red de Organizaciones para la Microempresa (RedCom), estimated that over 100 thousand persons benefited directly and indirectly from microcredit provided by 21 of its affiliated institutions in Costa Rica. The credit values vary from US$ 1,000.00 to US$ 1,500.00. There are 22,000 micro businesses developed from these microcredit institutions, and the government estimates that 98% of all companies in Costa Rica are micro, small or medium businesses. RedCom’s credit portfolio is composed by 37% commerce, 30% services, 23% small industries and 10% agriculture; 52% of the credit is received by people in rural areas and 47% of the total number of clients of microcredit institutions are women.

The MFIs Associacion ADRI and CREDIMUJER are both rated sustainable by the MIXmarket.

Associacion ADRI, provides financial and support services for small and medium-sized development companies, excluding Guanacaste province. This NGO is trying to become a non-banking financial institution in order to expand its services. The Association has concentrated on offering credit programs aimed mainly at the commercial, industrial, services and tourist sectors. For the financing of productive projects, ADRI offers different forms of credit to the small and medium-sized producer as follows: direct credit in amounts ranging from US $1,000 to US $45,672.50 in revolving credit lines and international credit cards. Their gross loan portfolio in 2004 was US$ 3,696,362 with a total number of 592 active borrowers.

In 2004, CREDIMUJER had a portfolio of US $479,112 and 1,317 borrowers. According to MIXMarket, CREDIMUJER focuses on women and men of limited economic resources that intend to use credit and training to develop micro-enterprises. 88% of their portfolio is comprised of women. 

The RatingFund indicates the Asociación   Costarricense   para    Organizaciones de Desarrollo (ACORDE) as a sustainable MFI. The amounts available for credit vary from US$ 1,000.00 to US$ 91,428.57 with interest rates from 21.0% to 29.50% per year. The time frames for repayment are set according to the purpose of credit, going from 24 months to 15 years.  

The World Council of Credit Unions reported in 2004 that the 20 credit unions in Costa Rica had 280,000 members. The penetration rate of these unions was 10.89%, and their assets totaled US$ 500,417,518.00. 

There are 3 microfinance networks in Costa Rica: Red Estrategica para el Desarollo Integral de la Microempresa (Redesarrollo), Red Costarricense de Organizaciones para la Microempresa (REDCOM) and Red Centroamericana de Microfinanzas (REDCAMIF).

National Committee Activities in Costa Rica

Costa Rica is organizing events and press conferences to raise public awareness on microfinance as a tool in the fight against poverty. Thematic discussions and some research papers focused on legal matters are also being organized.
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