
DOING
BUSINESS

IN COSTA RICA



1"
"

      
 
 
 
 
 
 

CONTENT 

 

Introduction Central Law ......................................................................................................................... 4 
Costa Rica: CENTRAL LAW | Quirós Abogados. .................................................................................. 4 

Executive summary .................................................................................................................................. 5 

CONTEXT OVERVIEW ............................................................................................................................ 6 
Country Context ................................................................................................................................... 6 

Costa Rica Country Facts ................................................................................................................. 6 
Weather ........................................................................................................................................... 6 
Government and Economy .............................................................................................................. 6 
Competitiveness Council ................................................................................................................. 7 
Living in Costa Rica ......................................................................................................................... 7 
Schools ............................................................................................................................................ 7 
Quality of Life .................................................................................................................................. 8 
A general analysis ............................................................................................................................ 8 

Setting Up a Business in Costa Rica  ...................................................................................................... 10 
Legal .................................................................................................................................................. 10 
Taxation ............................................................................................................................................. 10 
Free Trade Zone ................................................................................................................................ 10 
Immigration ....................................................................................................................................... 10 
Labor ................................................................................................................................................. 10 

Why Invest in Costa Rica ....................................................................................................................... 11 
Costa Rica Workforce ........................................................................................................................ 11 
Stable Employer - Employee Environment: "Asociación Solidarista" ................................................... 12 

BUSINESS CLIMATE FOR FOREIGN INVESTMENTS IN COSTA RICA ................................................... 12 
STABILITY .......................................................................................................................................... 12 
Economic Growth .............................................................................................................................. 13 
Intellectual Property Protection .......................................................................................................... 15 
Incentives and Costs of Investing in Costa Rica .................................................................................. 15 

Economic environment .......................................................................................................................... 18 

Country geography in business .............................................................................................................. 20 
Country infraestructure & public services ........................................................................................... 20 

Airports and Seaports ..................................................................................................................... 20 
Road Network .................................................................................................................................... 21 
Electricity ........................................................................................................................................... 21 



2"
"

communications: ............................................................................................................................... 24 

Bilateral & Multilateral Investment agreements  ..................................................................................... 26 
Human Capital .................................................................................................................................. 27 
Digital Government  .......................................................................................................................... 29 

What is E-Government? ................................................................................................................. 29 
Government-to-Citizens ................................................................................................................. 29 
institutional framework of gobierno digital or e-government .......................................................... 29 

Macroeconomic situation  ..................................................................................................................... 30 
World Economy and The effect in Costa Rica .................................................................................... 30 
Macroeconomic Indicators and Projections ....................................................................................... 31 

Government ABROAD .......................................................................................................................... 34 
Diplomatic Relations ......................................................................................................................... 34 

Government Program and Development Challenges [PAC-LGS] ............................................................ 37 
Political Stability ................................................................................................................................ 37 

investment Policies ................................................................................................................................ 38 
General Characteristics ...................................................................................................................... 38 

foreign Direct investment ............................................................................................................... 38 

Import and export regulations ................................................................................................................ 39 
main institutions that promote Investment in Costa Rica .................................................................... 39 
IMPORT/EXPORT REGULATIONS ..................................................................................................... 39 

Exports ........................................................................................................................................... 40 
Foreign Trade Regulations .............................................................................................................. 40 
Imports .......................................................................................................................................... 40 
Manufacturing Requirements ......................................................................................................... 41 
Product Labeling ............................................................................................................................ 41 

STRUCTURES FOR DOING BUSINESS .................................................................................................. 42 
Business organization ........................................................................................................................ 42 

Corporations .................................................................................................................................. 42 
Limited Liability Companies ........................................................................................................... 43 
Liability Companies ....................................................................................................................... 43 
General Partnerships ...................................................................................................................... 43 
Branches/Subsidiaries .................................................................................................................... 43 
Trusts and Other Fiduciary Entities ................................................................................................. 43 

REQUIREMENTS FOR THE ESTABLISHMENT OF A BUSINESS ......................................................... 44 
Alien Business Law ........................................................................................................................ 44 
Antitrust Laws ................................................................................................................................ 44 
Government Approvals; Licenses/Permits ....................................................................................... 44 
Insurance ....................................................................................................................................... 45 

OPERATION OF THE BUSINESS ....................................................................................................... 45 
Advertising ..................................................................................................................................... 45 
Attorneys ....................................................................................................................................... 45 
Bookkeeping Requirements ............................................................................................................ 45 
Business Ethics/Codes .................................................................................................................... 45 



3"
"

Contracts ....................................................................................................................................... 46 
Price Controls ................................................................................................................................ 46 
Product Registration ....................................................................................................................... 46 
Reductions or Return on Capital .................................................................................................... 46 
Sale of Goods ................................................................................................................................ 46 
Trade Associations ......................................................................................................................... 46 

CESSATION OR TERMINATION OF BUSINESS ................................................................................. 47 
Termination ................................................................................................................................... 47 
Insolvency/Bankruptcy ................................................................................................................... 47 

LABOR LEGISLATION, RELATION, AND SUPPLY ............................................................................. 47 
Employer/Employee Relations ........................................................................................................ 47 
Employment Regulations ................................................................................................................ 48 

CORPORATE and individuals TAXES ..................................................................................................... 51 
Allowances ........................................................................................................................................ 51 
Filing and Payment Requirements ...................................................................................................... 51 
Registration Duties ............................................................................................................................. 52 
Sales Tax or Other Turnover Tax ........................................................................................................ 52 
Social Security and Welfare System Contributions ............................................................................. 52 
Tax on Profits ..................................................................................................................................... 52 
Tax Treaties ....................................................................................................................................... 52 
Territoriality Rules .............................................................................................................................. 52 
Treatment of Tax Losses ..................................................................................................................... 53 
Wealth Tax ........................................................................................................................................ 53 
Withholding Taxes ............................................................................................................................. 53 

TAX ON OTHER LEGAL BODIES .......................................................................................................... 53 

IMMIGRATION related information ....................................................................................................... 53 
Immigration Controls ......................................................................................................................... 53 
Immigration Requirements/Formalities ............................................................................................... 53 
Visas .................................................................................................................................................. 54 
Drivers' Licenses ................................................................................................................................ 54 
Importing Personal Possessions .......................................................................................................... 54 
Medical Care ..................................................................................................................................... 54 

 
 

 

  



4"
"

INTRODUCTION CENTRAL LAW 

 

COSTA RICA: CENTRAL LAW | QUIRÓS ABOGADOS.  

At CENTRAL LAW | Quirós Abogados, founded in 1985, we have laid the foundations of our growth on 
the integrity, professional excellence, the quality of the service and a full commitment to the needs of our 
clients. 

Our professionals have approached a process of specialization in different areas of the Law accompanied 
with technological investments, national and international strategic alliances and a strong view of an 
integral development which allows us to provide our clients with a prompt and efficient answer to their 
daily needs.  

In the past, CENTRAL LAW | Quirós Abogados had the opportunity to lead at a Central American level, 
the formation of the regional firm.  

The firm has been placed among the top places of the “ranking” agencies worldwide. For instance, it is 
ranked by Chambers & Partners in Insurance Law, Corporate and Commercial Law Practice, and Labour 
& Employment practice. It is also ranked among the first positions according to Legal 500 Latin America 
and in IFLR 1000.  

CENTRAL LAW | Quirós Abogados, currently offers twelve developed practices, led by twenty five fully 
committed and highly qualified professionals, dully specialized in the most important areas of Law and 
that are assisted by law students compromised to the vision and mission of the Firm.  

CENTRAL LAW | Quirós Abogados´ lawyers speak English, French, Italian and Spanish.” Website Central 
Law 
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EXECUTIVE SUMMARY 

“San José, the capital of Costa Rica, with around 1m inhabitants, has its own silicon valley to rival the 
more famous one in California. 

Costa Rica is between Panama and Nicaragua. With 51,100  km2, more than 4 million people, no army, 
volcanic mountain ranges and a sub-tropical climate, the country's beaches and beautiful scenery spell 
tourism. The ex-Spanish colony has been peaceful and stable since 1948. The culture and language are 
Spanish, but English is widely spoken in business. The currency is the colon, standing at 540 to the dollar. 

The country's liberal constitution has a separation of powers between executive, legislative and judiciary. 
The legal system is based on a Civil Code and a Commercial Code. There is high literacy, a well-
educated, skilled work-force, and reasonably business-friendly legislation which is less bureaucratic than 
in some Civil Code countries. GDP per head is USD12,800 (2012 est) at purchasing power parity; 
inflation is 4.5% (2012), unemployment 7.8% (2012) and growth in that year was 5%. 

The economy was traditionally based on agricultural exports and tourism. In the last 20 years the 
Government has introduced a host of export incentives including Free Zones; as a result manufactured 
exports have shot up. The most famous investor is Intel which generates $2bn of exports from its chip 
plant annually. 

Costa Rica has territorial taxation (ie it taxes only local income), although a move towards worldwide 
taxation has been under consideration for several years. There are no offshore regimes as such except for 
the Free Zones. For domestic companies taxation is significant, and high social insurance charges make 
employees increasingly expensive. For incoming investors the tax bill is very low indeed, and the 
sophisticated business environment is attractive. The country has traditionally had no international tax 
treaties, but it now has an exchange of information treaty with the US, its main trading partner and the 
source of most of its incoming investment, and has begun to negotiate DTAs with several countries. 
Banking secrecy is relatively good. 

Costa Rica is a member of the Central American Free Trade Area (CAFTA) which came into operation in 
December, 2008.” (Source: http://lowtax.net/information/costa-rica/costa-rica-executive-summary.html) 
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CONTEXT OVERVIEW 

COUNTRY CONTEXT  

 COSTA RICA COUNTRY FACTS 

• Area: 51,100 sq. Km 
• Population: 4.7 million 
• Labor force: 2.21 million 

• Capital: San Jose 
• Main languages: Spanish (official), English 

• Currency: Costa Rican Colon 
• Time zone: GMT-6 (US Central Standard Time) 

WEATHER 

Costa Rica has nice weather all year round. The average temperature range in San Jose goes from 14 to 
24°C (57 to 75°F) in December, and from 17 a 27°C (63 to 81°F) in May. 

The average in the Caribbean Coast is 21°C (70°F) at night and over 30°C (86 ° F) during the day. The 
Pacific Coast is warmer than the Caribbean, but less humid. 

GOVERNMENT AND ECONOMY 

The Costa Rican government is ruled by a series of constitutional controls. The executive responsibilities 
rest on the President, supported by two Vice-presidents and a 57 Congressmen cabine (Asamblea 
Legislativa)t; all of them are elected every 4 years. The country has alegal system that manages the 
‘Judicial Power’, which ensures law compliance and covers nationals, as well as foreigners within the 
country’s territory. 

 

Costa Rican economic development has been based on trade liberalization, which has allowed exports to 
surpass its 30% ratio of GDP in 1980 to a 38% rate in 2012 (includes exports of goods and services).This 
has been followed by a series of structural changes resulting in productivity growth, diversification of the 
economy and a higher level of investment. 

• The real GDP has been increasing at a compound annual growth rate of 10.4% since 2002.  

The$2012$World$Bank$Study$for$Global$

Governance$Indicators$ranks$Costa$Rica$in$

the$second$place$within$Latin$America$for$

political$stability.$
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• Poverty has been reduced 46% in the last 25 years. 

COMPETITIVENESS COUNCIL 

Competitiveness is a key focus area for the current Administration, this is why it has established the 
Presidential Council on Competitiveness and Innovation. This is a high-level council led directly by the 
President to strengthen Costa Rica’s competitive advantages, promoting national development and 
innovation through inter-institutional coordination. 

LIVING IN COSTA RICA 

The majority of industries and businesses are located within the Greater Metropolitan Area, which 
includes San Jose and parts of other provinces such as Alajuela, Heredia and Cartago. 

Housing in this ranges from US$600 - US$5,000 per month. Law ensures the same rights for foreigners 
and citizens, meaning there are no special conditions for the acquisition of properties in the country. It 
has over 490 hotels located throughout the country, providing a wide spectrum of possibilities business 
or pleasure. 

SCHOOLS 

Public education in Costa Rica is free and mandatory. There are over 10,300 educational institutions in 
Costa Rica. (Ministry of Public Education, 2013) 

The educational system is ranked 20st in the world, the highest in Latin America, according to the World 
Economic Forum Global Competitiveness Report 2013-2014.There are almost 500 private Schools and 
High Schools registered with the Ministry of Education, most of them are bilingual (English, German, 
French or Hebrew), and offer worldwide recognized programs such as the Advanced Placement (AP) 
and the International Baccalaureate (IB). 
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QUALITY OF LIFE 

 

According to The Economist Intelligence Unit, San Jose is ranked as the 4th city in Latin America with the 
best quality of life. 

Regarding gender equality, Costa Rica ranks 1st among Latin American countries in the Global Gender 
Index. (World Economic Forum, The Gender Gap report, 2013) 

 
A GENERAL ANALYSIS  

“Costa Rica has benefited from its long stable democracy and strong system of constitutional checks and 
balances. The country abolished its military in 1949, and its strong democratic tradition relies on a system 
of gradual consensus building and institutional accountability. Furthermore, the country has maintained a 
determined outward strategy for growth further confirmed by recent developments. In addition to the 
Dominican Republic Central America Free Trade Agreement (DR-CAFTA), and the Association 
Agreement with the EU (whose negotiations were concluded in May, 2010) the country has also 
negotiated several bilateral free trade agreements, including with Canada, Chile and most recently China. 
This well-grounded stability and reliance on an open economy have contributed to the country’s success 
in attracting foreign direct investment (FDI) in high value added sectors (e.g., electronics, medical  
equipment) as well as becoming a world class tourism destination. 

The need for democratic consensus building often generates gridlock, and the political situation is further 
complicated by the fragmentation of political forces in Congress. The needed democratic consensus to 
advance the development programs of the successive administrations has often delayed implementation 
of polices and critical programs, as was the case with the Congressional approval of the DR-CAFTA 
agreement with the US, which required protracted negotiations with a referendum becoming effective 
only in 2009, two and a half years later than in El Salvador, Honduras, Guatemala, and Nicaragua. Given 
its ambitious development agenda, the government strategy is to obtain early approval of its core 
elements, which includes a substantive fiscal overhaul. However, the fact that the ruling party no longer 
heads the Legislative Assembly is likely to make implementing reforms even more difficult.  

Costa$Rica$ranks$12th$globally$and$1st$

among$Latin$American$Countries$in$Social$

Progress.$(Social$Progress$Imperative,$Social$

Progress$Index,$2013)$
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Poverty and Gender  
 Poverty and inequality indicators are lower in Costa Rica than in other Central and South American 
countries. Since 2004 poverty (headcount, national definition) has been on a downward trend in Costa 
Rica, falling from 23 percent in 2004 to 17.7 percent in 2008. Extreme poverty also decreased to 3.5 
percentage points in 2008, in line with the relatively high levels of growth and effective social transfer 
mechanisms. Costa Rica’s inequality increased somewhat in the second half of the 2000s, with the Gini 
coefficient going from .422 in 2006 to .439 in 2009 (the highest level in the last decade), but still it 
remains the lowest in the region. This increase is particularly significant in urban areas, which is where 
roughly 60 percent of the population resides.  

Costa Rica’s social indicators rank higher than those of other countries of the region. Basic education and 
health indicators are above the regional standard and gender indicators also compare favorably (Annex 
3). Costa Rica has achieved universal primary education and is making gains in secondary coverage and 
completion rates. The country is also closing the education gender gap. At the primary level, the female-
male primary gross enrollment ratio is roughly equal (0.99 for 2008). At the secondary levels, there is 
even a slight tendency in favor of girls with a female-male ratio of 1.06 (2008). In health, 99 percent of 
all births in 2009 were attended by skilled health staff, which is better than the averages for upper middle 
income (UMI) countries (96 percent, 2009) and the LAC region (89 percent, 2009). The contraceptive 
prevalence rate of 80 percent (2009) is also better than the average for UMI countries (75 percent, 
2009) and the LAC region (75 percent, 2009). Other important health achievements include a life 
expectancy rate of 79, and low infant mortality rates, outcomes that are impressive, not only in a regional 
context, but at a global level. Not surprisingly, Costa Rica consistently performs well on the Human 
Development Index and is ranked 62 of 169 in 2010.  

To further improve the quality of service delivery will require the introduction of new and more 
sophisticated approaches that respond to emerging challenges in the country, like the aging of the 
population. The Government is now considering third generation reforms that go beyond addressing 
simply coverage to concentrate on quality, efficiency and effectiveness. For example, the Government 
and many stakeholders are increasingly concerned, not only about the skills of university graduates and 
the quality of health services, but also about the need to improve monitoring and cost management in 
both university education and health services” (Source: World Bank) 
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SETTING UP A BUSINESS IN COSTA RICA 1 

LEGAL 
Costa Rica respects the rule of law. The country has continuously strengthen its legal system in to comply 
with international agreements and regulations. Companies have no limitation of foreign ownership. Costa 
Rica has free capital movement and no foreign exchange controls. 

TAXATION 

Costa Rica has a special program called the free trade zone regime, which grants exemptions to 
companies that meet minimum fixed-asset investment requirements and that are foreign-market oriented. 

FREE TRADE ZONE 

Since the 80s, Costa Rica has promoted exports of manufactured goods and services by special incentive 
regimes. This is why the free trade zones were established in 1982. Companies that meet minimum fixed-
asset investment requirements and are primarily foreign-market oriented can apply to a very competitive 
tax incentive program called the Free Trade Zone Regime. This program grants the company tax 
exemptions for a number of years. With this regime, the companies can set up operations at one of the 
privately-owned Free Trade Zone Industrial Parks. All of these industrial parks are located within 26 miles 
from the main international airport or port. 

IMMIGRATION 

The General Directorate of Immigration authorized in May 2008 an expedited procedure for registered 
companies and their personnel to speed up any necessity for a company`s growth and benefit for the 
country`s population.  

There are two types of status provided to foreign workers: 

• Temporary Working Visa (working in Costa Rica for one year or less). 
• Temporary Residents (working in Costa Rica for over one year). 

 LABOR 
Costa Rica has invested in health and education even more ever since the army was abolished in 1949, 
this is the main cause of its stability. It has a 96.2% literacy rate and a solid national healthcare system, 
allowing quality workers to be produced.  

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
1"Source:$www.cinde.org$(Costa$Rican$Investment$Promotion$Agency)$

""
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The professional and labor population grows 1.5% per year and represents nearly 50% of the country. 
There is a  union-free environment in the private sector that allows companies to establish programs such 
as employer-sponsored associations that contribute to a better communication between employers and 
their workers. 

 

WHY INVEST IN COSTA RICA2 

 Costa Rica offers talented people in the ideal location, that’s what successful and visionary companies 
look for when they invest. Most companies that have started business in Costa Rica address the positive 
situation of the country in regards of:  

• Proven Track Record 
• Qualified Work Force 
• Strategic Location 

• Quality Infrastructure 
• Excellent Business Climate 

COSTA RICA WORKFORCE 

Costa Rica has one of the highest literacy rates in the American Continent (96.2%). 

After the abolishment of the armed forces in 1948, resources have been invested in education (7.1% of 
GDP) and health (10.9% of GDP) services for the population. 

 

Costa Rica has a population of 4.7 million people, 43% are between the ages of 15 and 40 years old. 
The labor force is 2.21 million people with an unemployment rate of 8.5% (Source: INEC, 2013). 

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
2"2"Source:$www.cinde.org$(Costa$Rican$Investment$Promotion$Agency)$

"

The$educational$system$is$ranked$20st$

worldwide,$the$highest$in$Latin$America.$

(World$Economic$Forum$2013O2014).$
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The National Training Institute (INA) offers free technical training in many fields. A total of 128 technical 
schools and 60 universities prepare professionals with the highest international standards. These 
institutions offer training in several areas such as: electronic, electric, mechanical, and processing 
engineering. 

  

STABLE EMPLOYER - EMPLOYEE ENVIRONMENT: "ASOCIACIÓN SOLIDARISTA" 
Employer-sponsored workers’ association 

• All employees are welcome to participate voluntarily 
• It operates as a credit union, providing multiple benefits to the employees 

• The employer contributes with a portion of the severance provisions, and the employees 
contribute with personal savings 

• "Solidarista" organizations are not sector-wide bargaining instances, as American unions 
• There are some similarities with a 401(k) retirement plan, without the stock options 

• Cooperation between employer and employee is common. According to the Global 
Competitiveness Report 2013-2014 of the World Economic Forum, Costa Rica ranks 1st in Latin 
America, in terms of cooperation in employment relations. 

 

BUSINESS CLIMATE FOR FOREIGN INVESTMENTS IN COSTA RICA3 

STABILITY 

 
 

• Ranked 2nd in Political Stability and Absence of Violence Index in Latin America - World Bank, 
The Worldwide Governance Indicators 2012. 

• Costa Rica ranks 1st in Latin America in Innovation - World Economic Forum, Global 
Competitiveness Report, 2013-2014 

• There is no requirement to register investments with any of the government authorities. 
• Costa Rica has achieved international standards for IPR protection. 

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
3"3"Source:$www.cinde.org$(Costa$Rican$Investment$Promotion$Agency)$

"

Costa$Rica$is$recognized$around$the$

globe$for$its$political,$economic$and$

social$stability.$

!
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• Army abolished in 1948. 

• More than 120 years of democracy. 
• Costa Rica ranks 1st in Latin America in the Country Brand Index. -Future Brand. Country Brand 

Index 2012-2013  

 

ECONOMIC GROWTH 
One of the pillars of the Costa Rica‘s economic development has been trade liberalization, which has 
allowed exports to surpass its 30% ratio of GDP in 1980 to a current 37% rate in 2012 (includes exports 
of goods and services). 

This trade liberalization has been followed by a series of structural changes, which have led to a 
productive transformation, diversification of the economy and a higher level of investment. 

The real GDP has been increasing in a compound annual growth rate of 10.4%% since 2002. 

These decades of peace and democracy, stability and economic growth have translated into important 
social achievements. Poverty has been reduced 46% in the last 25 years. 

Costa Rica has one of the highest levels of education and health attainment in Latin America, which it is 
also one of the best in the world. It has been able to provide broad access to services like health, social 
security, water and basic services for the entire population. 

The World Economic Forum‘s Global Competitiveness Report 2013-2014, ranks the Costa Rican 
educational system 20st out of 144 economies, being the highest in Latin America. 



14"
"

 

Quality of the Educational System 
Rank 

 

Source: World Economic Forum. 
The Global Competitiveness Report 2013 - 2014 

 
 
 
 
 
 

 
 
 
 

Human Capital Index 
Latin AmericanRank 

 

Source: United Nations. Human Development 
Report 2013 
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INTELLECTUAL PROPERTY PROTECTION 

• Costa Rica considers intellectual property protection a priority 
• It is guaranteed by the National Constitution and there are modern protection mechanisms 

that contemplate international standards: 
• IPR protections –WTO & bilateral FTAs 
• CAFTA ´s IP chapter further regulates and enhances Costa Rica’s commitment with 

Intellectual Property Rights 
• Enforcement of IPR: civil, administrative and criminal proceedings 
• Supported by 14 WIPO-administered international treaties, and 16 national laws 

(World Intellectual Property Organization, 2013) 

Protection is granted to: 

• Copyrights 

• Trade Marks 
• Encrypted Program-Carrying Satellite Signals 

• Industrial Designs 
• Patents 
• Geographical Indications 

INCENTIVES AND COSTS OF INVESTING IN COSTA RICA 
Investment incentives are available for activities directly related to the export of services and/or 
products from Costa Rica. The Free Trade Zone Regime grants beneficiary companies the widest 
range of benefits currently available in the country.  

Among the fiscal benefits granted under the provisions of the Free Zone Legislation (subject to 
international treaties) there are: 

• 100% exemption on import duties on raw materials, components and capital goods 

• 100% exemption on corporate income tax. 

• 100% exemption on export taxes, local sales and excise taxes. 

• 100% exemption on capital taxes. 

• No restrictions on capital/profit repatriation or foreign currency management 

• Expedited on-site Customs clearance. 
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• Possibility to sell to exporters within Costa Rica. 



17"
"

 

 

Costa Rica has several industrial parks located along its territory:

 

Source: www.cinde.org (Costa Rican Investment Promotion Agency)
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ECONOMIC ENVIRONMENT  

“Costa Rica entered the global crisis in a position of relative strength. Previous to the crisis GDP growth 
peaked at 8.8 percent in 2006 and 7.9 percent in 2007, well exceeding the Latin America regional 
averages. 

High growth rates and fiscal surpluses combined with sound debt management contributed to a decline 
of public debt from 55.2 percent of GDP in 2005 to 45.9 percent in 2007. Costa Rica’s external position 
remained stable between 2005 and 2007, with a high import bill financed by growing exports and robust 
capital inflows, especially FDI.  

While the current account deficit was hovering around 5 to 6 percent of GDP in 2005-2007, FDI inflows 
alone averaged around 6 percent of GDP, leading to an increase in international reserves to over US$4 
billion by the end of 2007.  

Costa Rica’s economy was hit hard by the food, fuel and financial crisis. Costa Rica relies heavily on 
foreign markets for investment, exports and fiscal revenue. The global financial crisis resulted in a 
contraction of international trade with 2009 exports and imports falling (in value terms) 7.5 percent and 
25.4 percent respectively with respect to values in 2008. The decline in the volume of imports was the 
main factor for the current account deficit falling sharply to 2 percent of GDP in 2009, from 9.3 percent 
of GDP in 2008. Tax revenues linked to trade also fell, contributing to a decline in tax revenues from 15.5 
percent of GDP in 2008 to 13.7 percent in 2009 and 13.4 percent in 2010. GDP growth slowed 
significantly in 2008 to 2.7 percent, with a contraction in 2009 of -1.3 percent.  

The fiscal space accumulated prior to the crisis provided room for some expansionary policies. Some of 
the fiscal space was used to scale-up social transfer programs to help cushion the impact of higher food 
prices in 2008 and the economic slowdown in 2009.  

Admittedly, a significant share of the fiscal expansion took the form of higher wages. As a result, the fiscal 
surpluses of 2007 and 2008 of 1.2 percent of GDP and 0.2 percent of GDP respectively, turned in 2009 
and 2010 into deficits of 4.0 percent of GDP and 5.5 percent of GDP.  

The expansion of current spending during the crisis, particularly for wages and salaries, increased 
rigidities in the budget and has significantly limited the space of the Government to adjust the fiscal 
stance. Even if growth picked up in 2010 (4.2 percent) which This compares to Latin American regional 
averages of 5 percent and 4.5 percent for the same years.” (Source: World Bank) 

 

“Costa Rica offers an attractive and stable environment in which to establish a business. Although Costa 
Rica telecommunications and transportation infrastructure are state controlled and in need of investment 
they are nonetheless the best in the region. 
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A branch of a foreign company operating in Costa Rica must appoint a Costa Rican resident as its legal 
representative with full power of attorney on matters concerning the business of the branch. 

Apart from establishing an appropriate corporate form (see Forms of Company), setting up and running a 
business in Costa Rica will require application for a business license (patente comercial) from the local 
Municipality (Departamento de Patentes) where the business is to operate, registration with the Costa 
Rican Revenue Administration (Direccion General de Tributacion Directa), and if there are to be staff, 
registration of the company as an employer under the Costa Rican Social Security System (Registro 
Patronal bajo la Caja Costarricense del Seguro Social). 

The 1995 General Customs Law introduced reforms aimed at streamlining what up until then had been 
complex and bureaucratic customs procedures and much of the necessary processing is now 
accomplished electronically or through a one stop system. Import tariffs have also been substantially 
reduced. 

The free trade zone areas offer a range of fiscal incentives which have had the effect of transforming the 
direction of the national economy (see Free Trade Zone Industry). However, many of these tax 
advantages are due to be phased out by 2015, under Costa Rica's WTO commitments. 

There is a relatively sophisticated legal infrastructure in place with businesses having a wide choice of 
structures under which to operate (see Forms of Company), including limited partnerships, limited 
liability companies and sole proprietorships. Although Costa Rica is a civil code jurisdiction trusts can be 
created under its Commercial Code. 

Costa Rica has traditionally not been party to double taxation treaties. However it has signed an 
exchange of information treaty with the United States, and DTAs are now under negotiation with several 
other countries. The banks do not share information with the tax department or with any Government 
departments other than the central bank. Civil and criminal implications attach to the disclosure of any 
information received by a lawyer and disclosed without proper authority.” (Source: 
http://lowtax.net/information/costa-rica/costa-rica-business-environment.html) 
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COUNTRY GEOGRAPHY IN BUSINESS  

COUNTRY INFRAESTRUCTURE & PUBLIC SERVICES  
AIRPORTS AND SEAPORTS 
Costa Rica has two International Airports 

• Juan Santamaria International Airport 
o Located at 5km, (9.3 mi) of the city capital San Jose 
o Fourth best airport in Latin America & the Caribbean according to ASQ Top Performers 
o 2012 
o 105 daily flights (July 2013) 

• Daniel Oduber International Airport 
o Located at the city of Liberia, Guanacaste 
o 15 daily flights (July 2013) 

There are passenger flights from Costa Rica to 32 destinations every week and 27 different airlines 
operation at both airports.  

Costa Rica has also:  

• 2 International Seaports, Caldera (Pacific Coast) and Moin (CaribbeanCoast) 
• 7 customs office for foreign trade: at the borders with Panama, Nicaragua, Atlantic and Pacific 

Ports: 
o Paso Canoas, Panama 
o Peñas Blancas, Nicaragua 
o Limon, Atlantic Port, and  
o Caldera, Pacific Port 
o in the Juan Santamaria International Airport and the rest (Central and la Anexion) are 

located at different points in the country 
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ROAD NETWORK4 
Costa Rica has developed an extensive road system in order to stimulate production and both import and 
export commercial activities as well as industrial operations, the composition is distributed as it follows: 
(all of which are managed by CONAVI5) 

Type of road Miles 

Gravel 1,821 mi 

Urban Roads (Asphalt) 2,227 mi 

Rural Roads (Ballast) 13,134 mi 

Non- clasified 2,280 mi 

National Network 4,616 mi 

Total length of roads 22,258 mi 

Source: CONAVI (http://www.conavi.go.cr/ ) 
 

ELECTRICITY  
Costa Rica produces more than 90% of electricity reach from renewable sources (hydroelectric, 
geothermal, biomass, and wind)and offers 3% more than the rest of Latin America in clean energy 
sources. It has very competitive electricity rates, as possible to observe in the following chart: (US$ / 
kWh) 

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
4"Source:$CONAVI,$2012"
5"Consejo"Nacional"de"Vialidad""
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Electricity availability is assured. The cCountry’s currently installed capacity is 2,736 MW and will be 
increased in more than 57% by 2020 (up to 4,300 MW), also, private production of electricity will 
increase in more than 250 MW during the next three years.  Several industrial parks have redundancy 
through the connection to a second electrical substation within the national interconnected system. 

 The quality of electricity supply is the 6th ranked worldwide:  
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COMMUNICATIONS:  
Costa Rica has one of the most advanced and inexpensive telephone systems in Latin America. 
International calls can be dialed directly from any point in the country. There are also public telephones 
throughout the country. Mobile technology has grown rapidly in the last 5 years after the country opened 
up to private participation in the telecommunications industry after the adoption of CAFTA-DR. 
Companies such as Movistar, Claro, and Tigo currently compete directly with the giant state-owned 
company ICE+KOLBI. It is possible to buy a mobile phone for immediate use at many stores in the cities 
or rural areas. Internet is also widely developed and connections through several Internet Service 
Providers can be obtained in one day. Wireless network for public use  is quiet common to find, there 
open networks all around the country and in easy-access places like MacDonald`s, Subway and other 
businesses.  

Telecomunitacions in Costa Rica are carried by the following specifications:   

• There is redundant fiber optic submarine cables (Maya, Arcos, and Pacific Global Crossing) 
• Satellite and terrestrial microwave network in place to meet demand in fixed, mobile, and Internet 

services 

• Currently, more than 100 companies are authorized by the Regulatory Authority (SUTEL) to offer 
services in telecommunication 

• Public infrastructure concessions are improving roadways and ports 

• Juan Santamaria International Airport won “the Best Improvement Award” in Latin America & the 
Caribbean (ASQ Top Performers 2010) 

• Caldera Highway connects the GMA with Port Caldera in less than 60 minutes. Inaugurated in 
Jan, 2010 

• Ongoing plans to remodel the Limon and Moin ports (Atlantic Coast) 
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Costa Rica has ports in the Caribbean and the Pacific coasts: 

 

TEU: Twenty foot equivalent unit 
Source: Container Port Movements Ranking, ECLAC 2012 
 

Costa Rica enjoys a highly developed infrastructure. Located in the Central American Isthmus, between 
Nicaragua and Panama, Costa Rica can be accessed from anywhere in the world through both the 
Atlantic and the Pacific Oceans. Driving time between the Caribbean and the Pacific ports is 
approximately 4.5 hours and between the Nicaraguan to the Panamanian border it is approximately 13 
hours. 

Public transportation is easy to use and understand, and quite inexpensive to get around in Costa Rica. 
The main public transportation is the bus, followed by taxis, also known as the “red force” due to their 
characteristic red color. Most recently the train has been re-launched and it now serves as an alternative 
way of public transportation within the great metropolitan area. All main rental car agencies operate in 
the country like Alamo or Budget, since one of the most important economic activities in Costa Rica is 
tourism. It is easy to rent a car and the prices are relatively similar to those of other neighboring countries 
($25 to $50 a day) 
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BILATERAL & MULTILATERAL INVESTMENT AGREEMENTS 6 

 

Approximately three decades ago, Costa Rica’s trade policy experienced a significant change by adopting 
an export based system as its new development model. The diversification of its export offer, the opening 
of new markets and the attraction of foreign direct investment have set the pace for its development 
model. 

Costa Rican foreign trade is based on four pillars: the multilateral trade system as active member of the 
World Trade Organization(WTO), the Central American Economic Integration System (SIECA), bilateral 
free trade agreements and the so called, bilateral investment agreements. It is under these platforms that a 
small country like Costa Rica has succesfully managed to become an active member of the the global 
economy. 

Under the bilateral framework, Costa Rica has successfuly negotiated free trade agreements with Mexico, 
Panama, the Dominican Republic, Chile, the Caribbean States Community (CARICOM), the United 
States-Central America-Dominican Republic (DR-CAFTA), and the People’s Republic of China. 
Additionally, Costa Rica has successfully concluded a free trade agreement with Singapore and an 
Association Agreement with the European Union with the rest of the Central American countries. The 
latter agreements have yet to enter into force. 

With regards to foreign direct investment, Costa Rica has concluded 14 bilateral investment agreements, 
five of them with EU Member States such as: Spain, France, the Czech Republic, the Netherlands and 
Germany. 

In global terms, in 2011, Costa Rican exports accounted to US$15 379 million, reaching a historic high in 
exports of goods for an amount of US$10 361 million, an increase of 11% with regards to 2010. 
Furthermore, exports in services increased from US$4330 million in 2010 to US$5018 million in 2011. 

The European Union, as a whole, is Costa Rica’s second largest trade partner accounting for 18.2% of 
total trade with an equivalent to US$1884.5 million. The United States is Costa Rica’s main trade partner 
where 38.6% of its total exports were destined for an amount of US$3998.9 million. 

In terms of foreign direct investment, during 2010 the European Union was the country’s second largest 
investor behind the United States, with a total of 12% of all direct investment in Costa Rica for an 
amount of US$138.3 million. 

For more information on Costa Rica’s trade indicators IT IS POSSIBLE TO VISIT THE: Ministry of Foreign 
Trade and Foreign Trade Corporation of Costa Rica WEB PAGES.  

For more information visit: http://costaricaembassy.be/en/trade/  

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
6"Source:$http://costaricaembassy.be/en/trade/$(taken$as$written$for$fidelity$purposes)"
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HUMAN CAPITAL  
“Costa Rica has the main ingredients to compete successfully in the global economy and increase 
productivity. The Government has launched a competitiveness strategy to build on the country’s 
comparative advantages and which recognizes areas for improvement. The authorities are aware that 
while its strong institutions have provided the basis for sustained growth, severe constraints are limiting 
what could be an even more outstanding performance. As a result, the Government has drawn on the 
successful experience of other countries and recommendations of a Bank study (Box 1), including putting 
in place a Competitiveness and Innovation Council chaired by the  

President. As a small open economy, the Government recognizes that to achieve sustained productivity 
growth the country needs a stable macroeconomic and political framework, a strong institutional 
infrastructure to coordinate with the labor and business community, administrative capabilities of the 
state to frame and implement policies, good quality human capital, opportunities for technology, 
innovation and research, low cost logistics and supply chain management, and an environment of 
solidarity that affords opportunities for all, especially the poor. To address this, the Government’s 
competitiveness strategy is organized around five main areas which include human capital and 
innovation; trade and external FDI; capital markets development; infrastructure; and business 
simplification. 

Costa Rica’s human capital strategy recognizes: (a) the need to build a skilled labor force as a basis for a 
competitive economy; and (b) the continued role of education in maintaining an equitable society. While 
the country has done relatively well in primary education, close to one-half of Costa Rican workers have 
not completed secondary education and can only access low quality jobs. In 2009, only 80 percent of 15 
year olds were in school and most of these would not have been at the age appropriate grade level (9th 
grade) due to a high repetition rate. While progress has been made in ensuring that more children start 
secondary education, the proportion of young people who had finished secondary education was only 
40 percent. Girls are more likely than boys to complete secondary education, which could suggest some 
gender-sensitive actions could be useful: (i) continue the efforts to increase completion of secondary 
education, particularly among boys, through the Avancemos CCT program, and (ii) ensure that girls as 
well as boys are provided guidance and opportunities to go into vocational and technical training as well 
as into priority disciplines in tertiary education (see below). 

The Bank will support the Government’s efforts to give more prominence to the competitiveness agenda, 
including strengthening human capital and skills development, logistics, private sector involvement in 
infrastructure and improvements in the quality of the business environment. The Bank’s engagement to 
support improved quality and access to higher education builds on extensive analytical work on the links 
between education, employment and competitiveness. The CPS program expects to contribute to the 
national goal of improving human capital as the basis of maintaining solidarity in society and improving 
competitiveness. The specific focus of WBG engagement would be the Government’s reforms of higher 
education that seek to increase the number of tertiary education students and graduates in priority 
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disciplines, to strengthen accreditation and quality assurance and the quantity and quality of university 
research. Outcomes include increasing the share of students obtaining tertiary education that come from 
poor and under-privileged households and putting a system of higher education accreditation in place.” 
(Source: World Bank) 
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DIGITAL GOVERNMENT 7 
WHAT IS E-GOVERNMENT?  
According to the World Bank, E-government refers to “the use of information and communications 
technologies to improve the efficiency, effectiveness, transparency and accountability of government”. E-
government can be divided into Government-to-Government (G2G) and Government to Citizens (G2C). 

GOVERNMENT-TO-CITIZENS 
As part of its strategy, the government of Costa Rica started an initiative called “Gobierno Digital” (Digital 
Government). Ninety-one percent of the central public administration entities have their own Web pages. 
For public administration entities on the local level, this percentage decreases to 7.4%. Most of the 
websites are for information purposes only. However, payments for some public services can be made 
through two major state-owned banks: Banco Nacional de Costa Rica and Banco de Costa Rica. Also, 
companies can pay social security benefits through Banco Popular. Finally, every Costa Rican citizen has 
a government-provided e-mail address which can be, and is, used by the government to communicate 
with its citizens. 

Since 2005, the MuNet e-Gobierno initiative has grown considerably in Costa Rica. It started as a pilot 
program sponsored by the Organization of American States (OAS), ICE and Canada’s Foreign Affairs, 
Trade and Development and it has turned into a successful digital information and services platform. The 
administration of President Laura Chinchilla has been very supportive in this regard, and the Gobierno 
Facil digital government initiative has seen considerable growth since April 2011. 

 

INSTITUTIONAL FRAMEWORK OF GOBIERNO DIGITAL OR E-GOVERNMENT8  
The main purpose is to offer country wide access to internet as well as a central system to access every 
single governmental institution for any purpose including: payments, information and procedures. A 
transparent government is also one of the motivations to produce this project, and for that has the 
Secretaría Técnica de Gobierno Digital been created. It is an organism that is part of the Presidency of the 
Republic and it is its job to execute the whole e-government Project by using and developing strategic 
digital technologies and to benefit the most amount of residents in the process.  

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
7"Source:"www.gobiernofacil.go.cr"
8"Source:"UNIVERSIDAD$DE$COSTA$RICA,$Centro$de$Investigación$y$Capacitación$en$Administración$Pública$also$$(It$is$posible$to$consult$the$following$
documents:$Decreto$Ejecutivo$N°$31681$del$20/01/2004.$$Directriz$N°$40$MICIT$La$Gaceta$121.$23$de$junio$del$2005,$$Decreto$Nº$33147OMP$dado$el$8$

de$mayo$del$2006,$Constitución$Orgánica$del$poder$Ejecutivo,$Ley$de$Promoción$del$Desarrollo$Científico$y$Tecnológico,$Ley$N°$7169,$

http://www.gobiernofacil.go.cr/EOGOB/gobiernodigital/informes/Informe_final_de_Gobierno_Digital.pdf,$http://www.gobiernofacil.go.cr/EO

GOB/gobiernodigital/informes/PlanMaestroGD.pdf$

"
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The Digital Government can be accessed by the web site www.gobiernofacil.go.cr  (for further 
information see: http://www.micit.go.cr/agenda/plan_c_t_retos.htm. 31 Agosto del 2006).  

 

 MACROECONOMIC SITUATION 9 

WORLD ECONOMY AND THE EFFECT IN COSTA RICA  
Costa Rica is a development success story in many respects. An upper middle-income country, Costa 
Rica has experienced steady economic expansion over the past 25 or so years. The post-1980s economic 
growth is the product of a strategy of outward-oriented, export-led growth, openness to foreign 
investment; and gradual trade liberalization. 

The economy grew at an annual average rate of 5% throughout the 1990s and generally outpaced the 
average growth rate for the region in the current millennium. 

Although Costa Rica was able to press the poverty rate down from 20.2% in 2006 to 18.5% in 2009, for 
2010 and 2011 the average percentage of people living in poverty increased to 21.3 and 21.6, 
respectively. 

Extreme poverty also decreased from 5.3 in 2006 to 3.5% in 2008, in line with the relatively high levels 
of growth and effective social transfer mechanisms. But, it increased to 6.0 in 2010, and 6.4 in 2011, as 
growth largely benefited skilled labor, and secondary education presented lags, especially among Costa 
Rica’s poor. 

By 2010, Inequality also rose.The Gini coefficient went from 0.439 in 2009 to 0.434 in 2010.   

GDP growth reached a peak of 8.8% in 2006 and maintained a healthy pace in 2007. As a consequence 
of the global financial crisis in 2008 the country’s economy registered a decline of 1.3% of GDP in 2009. 
In response, the Government increased its spending in social and labor-intensive infrastructure, helping 
the economy recuperate to a 5.0% GDP in 2010, and 4.4% in 2011 

The Costa Rican economy registered a GDP of 3.4% in 2013, compared to 5.1% in 2012. Current 
projections foresee a GDP growth between 4.3. and 4.1% over the next few years, driven by private 
consumption and domestic investment. 

As the country faces rising levels of crime, the Government has prioritized citizen security by promoting 
initiatives to prevent violence and reinforcing activities to combat drug trading. 

Costa Rica’s other medium-term challenges are associated with the efforts needed to continue to improve 
competitiveness and the business climate 

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
9"Source:"World"Bank"$(www.worldbank.org)$and"$(2014$Index$of$Economic$Freedom,$www.heritage.org$)"
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Costa Rica is one of the strongest performers in the Latin American Region (LAC). Due in large part to its 
political stability, strong institutions, and open export-driven economy, the country has been successful at 
attracting high technology firms and developing a sustainable tourism sector. This has contributed to a 
diversified economy, and robust economic growth. Costa Rica also stands out for its environmental 
policies and determined mission to achieve carbon neutrality by 2021. In addition, poverty and 
inequality are lower in Costa Rica than in other Latin American countries, while social indicators are 
above regional standards. Inequality increased somewhat in the second half of the 2000s, but it remains 
well below most LAC countries. Growth performance in the years before the crisis was one of the most 
impressive in Latin America. The Government has also articulated a strategy for medium term fiscal 
consolidation. The FY12-FY15 World Bank Country Partnership Strategy (CPS) accompanies a new 
government, and will cover the full four year political cycle. The CPS builds on the key lesson of 
providing responsive and flexible support, and reflects the Costa Rican authorities' desire to maintain a 
strong financial and knowledge based relationship with the Bank. To provide flexible support and taking 
into account lessons learned, the CPS focuses on outcomes, recognizing that in trying to influence results 
a variety of instruments will be used. The Bank program is focused in three clusters which are closely 
aligned with the Government's strategic view and investment program. The support under these clusters 
falls in areas where the WBG has maintained a sustained engagement. The three clusters are: (i) 
developing competitiveness; (ii) improving efficiency and quality in the social sectors; and (iii) 
supporting environment and disaster management. IFC is also looking to step up its program in Costa 
Rica after several years of limited activity in the country, and expects to concentrate on: (i) renewable 
energy and energy efficiency projects; (ii) manufacturing and agribusiness sectors with an emphasis on 
companies with plans to increase regional expansion and raise exports; and (iii) private sector 
educational and healthcare institutions; (iv) financial services; and (v) advisory engagements to support 
infrastructure and sustainable agribusiness projects. 

  

MACROECONOMIC INDICATORS AND PROJECTIONS  
Costa Rica is one of the strongest performers in the Latin American Region (LAC). Due in large part to its 
political stability, strong institutions, and open export-driven economy, the country has been successful at 
attracting high technology firms and developing a sustainable tourism sector.  

This has contributed to a diversified economy, and robust economic growth. Costa Rica also stands out 
for its environmental policies and determined mission to achieve carbon neutrality by 2021. In addition, 
poverty and inequality are lower in Costa Rica than in other Latin American countries, while social 
indicators are above regional standards. Inequality increased somewhat in the second half of the 2000s, 
but it remains well below most LAC countries. Growth performance in the years before the crisis was one 
of the most impressive in Latin America.  

The Government has also articulated a strategy for medium term fiscal consolidation. The FY12-FY15 
World Bank Country Partnership Strategy (CPS) accompanies a new government, and will cover the full 
four year political cycle. The CPS builds on the key lesson of providing responsive and flexible support, 
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and reflects the Costa Rican authorities' desire to maintain a strong financial and knowledge based 
relationship with the Bank.  

To provide flexible support and taking into account lessons learned, the CPS focuses on outcomes, 
recognizing that in trying to influence results a variety of instruments will be used. The Bank program is 
focused in three clusters which are closely aligned with the Government's strategic view and investment 
program. The support under these clusters falls in areas where the WBG has maintained a sustained 
engagement.  

The three clusters are:  

(i) developing competitiveness; 
(ii)   improving efficiency and quality in the social sectors; and  
(iii)  supporting environment and disaster management.  

IFC is also looking to step up its program in Costa Rica after several years of limited activity in the 
country, and expects to concentrate on:  

(i) renewable energy and energy efficiency projects;  
(ii) manufacturing and agribusiness sectors with an emphasis on companies with plans to 

increase regional expansion and raise exports; and  
(iii) private sector educational and healthcare institutions;  
(iv) financial services; and  
(v) advisory engagements to support infrastructure and sustainable agribusiness projects. 
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In general, the following indicators show a quick glance at the country`s numbers:  

 

The economy of Costa Rica is very stable, and depends essentially on tourism, agriculture, and 
electronics exports. According to a study conducted by ADEN Business School (which included 18 other 
countries in the region):  

 

 The nation scored a 71,8 out of 100 on a study which measured competitiveness based on 10 criteria. 
Compared to the 2011 rank, Costa Rica went up by one position (from 5th to 4th). 

The CIA World Factbook states that Costa Rica's GDP per capita is US$12,900 (2013 est.); the Instituto 
Nacional de Estadística y Censos is charged with measuring other economic performance 
measures.Poverty has remained around 15-20% for nearly 20 years, and the strong social safety net that 
had been put into place by the government has eroded due to increased financial constraints on 
government expenditures. 

According to the CIA World Factbook,  

 

Costa Rica has attracted one of the highest levels of foreign direct investment per capita in Latin America.  

School$enrollment$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$105%$

CO2$emissions$in$metric$tons$per$capita$$$$$$$$$$$$$$$$$$$1.7$

Rural$population$with$water$source$access$$$$$$$$$$$$$91%$

Poverty$line$ratio$decrease$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$1.3%$

Life$expectancy$at$birth$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$80$years$

GNI$per$capita$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$8820$

GDP$growth$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$4.3%$

Inflation$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$3.68%$

Unemployment$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$7.5%"

Costa$Rica$is$the$fourth$most$competitive$country$in$Latin$

America$in$2012$and$is$part$of$a$block$of$countries$rated$as$

having$a$"very$good$competitive$level,$with$advances$and$

developments$in$infrastructure,$technology$and$

macroeconomic$stability"."

…foreign$investors$remain$attracted$by$the$country's$

political$stability$and$relatively$high$education$levels,$as$

well$as$the$incentives$offered$in$the$freeOtrade$zones."
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Costa Rica's economy emerged from recession in 1997 and has shown strong aggregate growth since 
then. After 6.2% growth in 1997, GDP grew a substantial 8.3% in 1999, led by exports.[citation needed] 
Costa Rica had a US$6.64bn trade deficit in 2013, on exports of US$11.48bn and imports of 
US$18.13bn. Hybrid electronic circuits was the leading durable export category in 2013, followed by 
pineapple, banana, medical equipment, medical bioproducts, and coffee, juices, prosthetics, and surgery 
tools; these categories added up to over 50% of exports. Miscellaneous circuits including telephones and 
miscellaneous petroleum products added to just under 25% of imports. 

The strength in the nontraditional export and tourism sector is masking a relatively lackluster performance 
by traditional sectors, including agriculture. The central government deficit decreased to 3.2% of GDP in 
1999, down from 3.3% from the year before. On a consolidated basis, including Central Bank losses and 
parastatal enterprise profits, the public sector deficit was 2.3% of GDP. 

 

GOVERNMENT ABROAD10   

DIPLOMATIC RELATIONS  
The Ministry of Foreign Trade (COMEX) is the body responsible for defining and directing the foreign 
trade policy and foreign investment in the country. Its mission is to promote the linkage of Costa Rica to 
the global economy by opening new opportunities in international markets, support the expansion, 
diversification and sophistication of national export base and attracting foreign investment to the country. 

The Ministry of Foreign Trade has the overall mission is to promote, facilitate and consolidate the 
integration of Costa Rica into the international economy, in order to foster the growth of the economy 
and thereby improve the living conditions of all Costa Ricans. 

 

  

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
10"Source:$www.comex.go.cr"
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It`s main activities and responsibilities consist on:11  

• Define and manage external and foreign investment even related to Central America trade 
policy. 

• Direct trade and investment, bilateral and multilateral negotiations, including with respect to 
Central America, and to enter into treaties and agreements on these matters. 

• Engage with the Ministry of Economy, Trade and Industry, Agriculture and Livestock and the 
Treasury, the definition of tariff policy. 

• Represent the country at the World Trade Organization and other international forums that 
discuss commercial treaties, conventions and, in general, trade and investment issues. 

• Establish regulatory mechanisms of export restrictions when required by the entry of Costa 
Rican goods to other countries. In these circumstances, the regulations must be motivated, 
clear, fair and non-discriminatory. To run mechanisms, the Ministry of Foreign Trade may rely 
on the Ministry of Economy, Industry and Trade and of Agriculture, as appropriate; it may 
also run through other public or private institutions, which are related to the corresponding 
productive sector. These institutions may charge users for services rendered. 

• Determine, in consultation with the Minister of Foreign Affairs and the governing ministers of 
national production, trade retaliation arising from international agreements signed by Costa 
Rica, which will be executed in the country by the competent bodies, according to the 
procedures law and subject matter. 

• Enact policies relating to exports and investment. 

• Give the free zone regime, export contracts and temporary admission or inward and, where 
appropriate, revoke; accordance with this and other applicable laws or regulations. Direct 
and coordinate plans, strategies and programs related to official export and 
investment. Evaluate policies of foreign trade and investment at least once every two 
years. For this purpose, a Joint Committee for the evaluation of trade policies and investments, 
consisting of a representative of the Ministry of Foreign Trade, one of the Ministry of Planning, 
two from the private sector and two specialist researchers in the field, will be formed from 
public universities. 

 

  

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
11"Taken" as" estated" from" the" Source:$ Article$ 2$ of$ the$ Law$ establishing$ the$ Ministry$ of$ Foreign$ Trade$ and$ Foreign$ Trade$ Corporation$ of$ Costa$
Rica.$Law$No.$7638$published$in$La$Gaceta$No.$218$of$13$November$1996.$

"
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Costa Rica has a total of 28  treaties with different countries around the world, hereby you will find a 
summary chart of the countries and state of the treaty (it is possible to click on it to go to details on the 
Ministry of Foreign Trade (COMEX) or visit directly www.comex.go.cr:  

 
STATE OF THE TREATY 

 

 
COUNTRIES OR REGIONS 

Treaties in force 1. Central 
2. TLC Canada 
3. CARICOM FTA 
4. Chile FTA 
5. TLC China 
6. TLC Dominican Republic-Central America-United States 

(CAFTA-DR) 
7. TLC Mexico 
8. Panama FTA 
9. TLC Dominican Republic 
10. TLC Peru 
11. TLC Singapore 
12. Association Agreement between Central America and the 

European Union (CAAA) 
Treaties under negotiation 13. Canada 

Treaties in legislative process 14. European Free Trade Association 
15.  Colombia 

Bilateral investment 
agreements 

16. Germany 
17. Argentina 
18.  Canada 
19. Chile 
20. Taiwan 
21. Korea 
22. Spain 
23. France 
24. The Netherlands 
25. Paraguay 
26. Czech Republic 
27. Switzerland 
28. Venezuela 
29. Qatar 

Source: www.comex.go.cr  
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GOVERNMENT PROGRAM AND DEVELOPMENT CHALLENGES [PAC-LGS]  

The current governemt, which is lead by the PResident: “Luis Guillermo Solìs from the PAC Political 
Party”, recently elected in 2014, has a projected visión for 2018 based on progres towards a 
develpement based on geneder equalit, develpment of knowledge and innovation, toproduce an 
effective public sector and a strong productive base, strengthenign solidarity, citizen participation, 
environmental commitment ans economic growth for the wellbeing of the inhabitants of Costa Rica.  

Based on this here are the 3 challenges and 10 commitments made to the country for his legislation:  

3 challenges to rescue Costa Rica.:  

1. Fight corruption, for a transparent and efficient government 
2. Stimulate economic growth and generate more and better jobs 
3. Reduce inequality and eliminate extreme poverty  

10 commitments to install in Costa Rica:  

1. Develop and improve the transportation system infrastructure 
2. Strengthen the health insurance and the retirement plans of the CCSS (Caja Costarricense 

de Seguro Social) 
3. Help and protect the national producer, the safety and sovereignty regarding food 

production 
4. Guarantee academic and technical quality education  
5. Implement environmental management compatible with human development  
6. Promote public safety, civilized and effectively  
7. Promote culture and sports  
8. Defend and respect human rights 
9. Responsibly manage public finances  
10. Strengthening of the social and economic status of women  

 

POLITICAL STABILITY12 
 
“Costa Rica is a democratic Republic. The 1949 Constitution establishes a strict separation of powers 
between the legislature, the executive and the judiciary. The Executive is headed by a President who is 
elected every 4 years and who cannot serve a second term. He is assisted by a cabinet which consists of 
elected members of the legislature chosen by him. The cabinet advises the President and participates in 
decision making processes related to their office. 

""""""""""""""""""""""""""""""""""""""""""""""""""""""""
12"(source:$http://lowtax.net/information/costaOrica/costaOricaOgovernment.html)"
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The legislature consists of a congress of 57 deputies who are elected every 4 years and who can be re-
elected but who cannot serve consecutive terms. 

Elections held in February, 2006, were very close, but eventually Nobel Peace Prize winner Oscar Arias 
Sanchez assumed power for the second time, after he previously served as Costa Rican President 
between 1986 and 1990. Mr Arias vowed to push through the Central American Free Trade Agreement 
and important fiscal reforms. 

Elections in February 2010 resulted in a landslide victory for Laura Chinchilla, the country's first female 
president. Chinchilla vowed to continue her predecessor's pro-business policies. 

In practice the judiciary is the most powerful of the three branches of Government. Judges are appointed 
for renewable periods of 8 years by the legislature. There is no jury system in Costa Rica. As a former 
Spanish colony Costa Rica is a civil law jurisdiction with its laws based on the Spanish legal system. In 
recent years the legal system has also been influenced by the laws of Argentina and Mexico. The supreme 
law of Costa Rica is the 1948 Constitution. 

Major challenges facing the Government involve the ability to control inflation and unemployment whilst 
at the same time maintaining social policies, developing the private sector and overcoming stiff political 
resistance to fiscal reform and the privatization of state monopolies.”  

 

INVESTMENT POLICIES   

GENERAL CHARACTERISTICS  
FOREIGN DIRECT INVESTMENT   
 
“Costa Rica holds foreign direct investment (FDI) as a high priority on attracting and retaining high-
quality foreign investment. PROCOMER is the Foreign Trade Promotion Corporation and the CINDE ( 
Costa Rican Investment and Development Board) lead Costa Rica’s investment promotion efforts. CINDE 
has focused on targeting potential investors in the areas of medical devices, services and advanced 
manufacturing, encouraging companies to invet in Costa Rica, FDI has gone from $409 million in year 
200 to over 2.1 billion (5.3% of GDP) in 2011.  

Costa Rica has a total of 28 free trade agreements at different stages of development, all of which 
encourage greater openness to foreign trade and investment.  

The government focuses on promoting foreign investment in export industries, but foreign franchises have 
prospered in the domestic market over the past thirty years. Foreign brands and companies have arrived 
to the country such as  Taco Bell, Kentucky Fried Chicken, Pizza Hut, Domino’s Pizza, Papa John's 
Pizza, McDonald's, Burger King, Wendy’s, Subway, Quiznos and TCBY Yogurt, car rentals like Hertz, 
Avis, Dollar, and Budget, hotels such as Marriott, Doubletree by Hilton, Regents, Hampton Inn, and Best 
Wester), and designer clothing boutiques likeTommy Hilfiger, Liz Claiborne, and athletic wear brands 
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such as New Balance. Price Smart (owned and managed by the founders of Price Club in the U.S.) has 
five Costa Rican stores. WalMex, via a 2009 acquisition, controls Wal-Mart Central America, a company 
with Costa Rican stores operating under the Pali, MaxiPalí, Mas x Menos, and WalMart brands. (Source: 
World Bank) 

 

IMPORT AND EXPORT REGULATIONS   

MAIN INSTITUTIONS THAT PROMOTE INVESTMENT IN COSTA RICA  
“The Costa Rican government has introduced a wide variety of incentives to encourage foreign 
investment. Among the most important are: 

• The 'Drawback' law no 5162 of 1972 encouraged the siting in Costa Rica of "screw driver" 
assembly plants. Enterprises which wish to assemble products in Costa Rica and re-export the 
finished products to other markets can import all their capital machinery and raw materials 
including the parts to be re-assembled free of all import duties. The final product which is re-
exported is not assessed to any business income tax on profits. 

• Free Zones, known as Export Processing Zones - see below. 
• (Now withdrawn) Export Contracts, under laws 7092 and 6955, are signed by the Government 

with individual enterprises, usually for a period of 10 years. See Law of Offshore for further details 
of the underlying legislation and application procedures. Export Contracts bring together 
incentives available under various laws, and typically include exemption from import duties; 
simplified procedures; special port tariffs; accelerated depreciation; tax credit certificates. 

• (Now withdrawn) The Temporary Admission Regime, also under laws 7092 and 6955, allows 
goods or equipment to be imported for use in or during processing for subsequent export or re-
export. 

These brief details are given for purposes of general information only; deciding which regime best suits 
the particular circumstances of an investor is a complex  after requiring professional advice.” (Source: 
http://lowtax.net/information/costa-rica/costa-rica-foreign-investment-incentives.html) 

 

IMPORT/EXPORT REGULATIONS        

CUSTOMS REGULATIONS 

Costa Rica is a member of GATT since 1990, but not a member of the EEC. As member of CAFTA, Costa 
Rican products are entitled enter El Salvador, Guatemala, Honduras, Nicaragua, the United States and 
Dominican Republic either completely or partially on a duty free basis. As a member of the European 
Union-Central America Association Agreement, products to Europe are also exempted of import and 
customs taxes. 
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The National Customs Service is in charge of valuing the goods. In order to clear customs, our General 
Customs Law requires importers to file an affidavit with full and detailed information regarding the 
merchandise brought into the country and, to the extent needed, allows for the inspection of such 
merchandise. Based on this filing and any inspection conducted, there are customs tariffs to be paid 
depending on the type of merchandise being imported in accordance with international and national 
product classifications. 

In the past few years, Costa Rica has gradually reduced or even abolished its customs tariffs as a 
consequence of implementing international trade agreements. However, there are important taxes that 
still apply to imports, such as: 

• Sales tax, which is 13% on the net sale price, 
• Selective consumption tax, ranging between 5% and 75%, which is charged on certain 

merchandise, either imported or produced locally (tariffs to be set vary according to each 
product.) 

• 1% special tax imposed on all imports except for medicines. 

EXPORTS 
The Consumer Protection Law promotes the elimination of restrictions on trade by eliminating all 
unnecessary procedures, regulations and controls on economic activities for the sake of protecting 
transactions in both the national and international markets. The Consumer Protection Law in article 6, 
states that the government is allowed to establish export or import licenses by means of an administrative 
decree, after an approval or recommendation by the Consumer Protection Commission. This measure 
seeks to restrict trade of specific products only under justified situations, and the government must 
provide the basis for the enforceability of these restrictions. 

Costa Rica has focused on the attraction of new investments by foreign-based companies so that Costa 
Rican exports are reinforced, the Foreign Trade Promotion Agency has devoted to incourage the coming 
of companies related to:  

 

• high-tech industries,  

• medical devices and  
•  outsourced services (call centers and back office activities for companies located abroad) 

FOREIGN TRADE REGULATIONS 
Foreign trade regulations are currently governed, for the most part, by WTO and GATT Rules, as well as 
existing free trade agreements held by the country.  

IMPORTS 
Import of most products is allowed (except for fuel and alcohol), and most of them do not need specific 
licenses, but products like medicines, cosmetics, chemical products, processed foods and beverages do 
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require an import permit from the Costa Rican Ministry of Public Health and/or the Ministry of 
Agriculture and Farming. Arms and ammunition imports require a permit from the Costa Rican Ministry of 
Security. 

Some products are handled by import quotas such are the situations of  the agricultural and agro-
industrial sector and mostly applicable in the multilateral relations of the different free trade agreements 
Costa Rica is a member of, for example: poultry, coffee, rice, beans, sugar, banana, potatoes, onions, and 
meat. 

MANUFACTURING REQUIREMENTS 
Import of component parts is permitted, to be sold separately or with other a parts or products. There are 
no manufacturing requirements but only those by the specifications of the production companies. The 
government promotes and supports manufacturing activities for export purposes by offering free trade 
zones, temporary duty-free imports, drawback regimes and active improvement process. 

PRODUCT LABELING 
According to our Consumer Protection Law, products offered to the public must comply with certain 
labeling requirements. Labels must contain:  

• At least the nature, composition, content, weight (when applicable),  
• Measures must be expressed in the metric system and  

• labeling must be in the Spanish language.  
• When the original label is not written in Spanish, instead of placing a new label, a 

complementary label containing the mandatory information in Spanish. 
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STRUCTURES FOR DOING BUSINESS 

BUSINESS ORGANIZATION 
Costa Rican law recognizes the following forms of business organizations: 

• Anonymous corporation (sociedad anónima); 

• Limited liability company (sociedad de responsabilidad limitada); 
• Liability company (sociedad en comandita and sociedad colectiva). 

CORPORATIONS  

Corporations are the most common entities because of their structural flexibility, incorporation costs 
include:  

• stamp costs  
• legal fees and 

•  the corporate tax prorated at the time of incorporation. 
•  Other than notary fees, stamp and registration costs are less than US$500.  

•  recorded with the Mercantile Registry, provided a notice of incorporation is published in the 
Official Gazette.  

• The registration of a corporation may take 24-48 hours. 

Once incorporated, one person, whether an entity or an individual, may hold all of the stock of a local 
corporation. Foreign nationals may be shareholders and/or serve as board members or officers without 
limitation. No share ownership is required to be appointed as a director. When the company has no legal 
representative with domicile in the country, a registered agent (a Costa Rican licensed attorney) must be 
appointed for purposes of receiving notices only. There is no requirement to the effect that a national has 
to participate in any capacity. 

Under Costa Rican civil, commercial and administrative laws, corporations are separate legal entities 
regardless of ownership of stock or other forms of relationship. The “corporate veil” applies in Costa 
Rica.  

 

Responsibility$or$liabilities$of$a$corporation$do$not$reach$its$

shareholders,$the$main$company$or$other$related$entities$

unless$very$qualified$exceptions,$such$as$fraud.$$

The$Code$of$Commerce$provides$that$a$shareholder’s$

liability$is$limited$to$the$capital$contributions$
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There is no minimum capitalization required, but whenever capitalization causes an increase in the 
capital stock of a company, the shareholder resolution to increase the capital stock must be documented 
through a public deed, published in the official Gazette and registered with the Mercantile Registry. 

LIMITED LIABILITY COMPANIES 
Limited Liability Companies (LLC) are permitted and are very common. They need at least two partners in 
a procedure similar to that of corporations. They work exactly as coporations do, witht the regard that 
there is no board of directors but a manager or management committee appointed instead, and shares 
are substituted by capital “quotas” with certain strict and personalized assignments rules  

LIABILITY COMPANIES 
There are two forms of liability companies:  

• sociedad colectiva and  
• sociedad en comandita. 

They exist legally in the  Code of Commerce but no longer in use in reality.  

GENERAL PARTNERSHIPS 
They have narrow regulations and not of common usage in the country. 

BRANCHES/SUBSIDIARIES 
Investors may conduct business in Costa Rica through branches or subsidiaries of the main company. 
Branches, subsidiearies and joint ventures may be produced and carried by professional legal staff before 
operations begin.  

TRUSTS AND OTHER FIDUCIARY ENTITIES 
Trusts are recognized and used commonly in Costa Rica, becase a grantor/trustor can transfer to the 
trustee property over assests or rights for a benefit to certain beneficiaries. The trustee may not benefit 
from the management of the trust assets except for trustee fees. The trustee has to be authorized by the 
SUGEF (Financial Entity Regulatory Agency) to prevent money laundering. The trustee acts under a 
fiduciary duty and is responsible for managing the assets and income of the trust based on the specific 
instructions provided in the trust agreement and default provisions. The trustee has a duty of care of the 
entrusted assets and may use this trust property only as authorized in the trust agreement. 
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REQUIREMENTS FOR THE ESTABLISHMENT OF A BUSINESS 
ALIEN BUSINESS LAW 
Businesses are not subject to any alien business law; there is no registration or reporting requirements. 

ANTITRUST LAWS 
The Competition Promotion and Consumer Protection Law is against public or private monopolies and 
monopolistic practices make competition difficult or inexistent, that prevents access of competitors to the 
market or tend to exclude competitors from the it. 

the Commission for the Promotion of Competition (COPROCOM has to approve any merger and 
acquisition before happening to assure compliance with the Law.  

GOVERNMENT APPROVALS; LICENSES/PERMITS 
Every company or company owner must go through registration as an employer with the Costa Rican 
Social Security Office (CCSS) and the National Insurance Institute (INS), which is also a pre-requisite to 
obtain a municipal business license. The interested party must also register with the following 
governmental agencies: 

o General Income Tax Office of the Ministry of Finance as a tax payer, it is quick and takes 
about 2 hours 

o National Insurance Institute (INS), because every company must take upa labor risk 
insurance policy, it is quick and takes about 2 hours 

o Registration as an employer with the Social Security Administration (CCSS), in connection 
with employment social security contributions. This takes about a week to be done. The 
CCSS will visit the premises for inspections.  

o Every business needs a municipal license called “patente” which involves a tax during the 
time of the activities by the Municipal Code, Law N° 7794. The forms and requirements to 
obtain a license may vary among municipalities, pursuant to their respective rules. 

o Health Ministry Permit: prior to obtaining the municipal license a health permit is also 
required. The Provisions on Sanitary Permits for Ongoing Businesses Regulated by the 
Health Ministry (Decree No. 32161-S), provides for three categories depending on the 
risks introduced by each business into the market in terms of human health.  

! Requirements for category “A” permits are the most rigid and are typically applied 
to the production of dangerous substances to human health or the environment 
(such as chemicals, fertilizers, etc. or industries producing important amounts of 
waste).  

! On the other hand, category “C” permits are those with the lowest risks in the 
industry, such as services.  

! Category “B” applies to risks in between both categories. 
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INSURANCE 
After 2008 the insurance company opened up to competition, the traditional insurance company in 
Costa Rica is the INS (Instituto Nacional de Seguros), however today, there are many other companies to 
pick from, however the coverage and primes are very similar. Insurance with foreign companies is 
allowed, but it is better to avoid coplications to just take up a national insurance company.  

OPERATION OF THE BUSINESS 
ADVERTISING 
There are no restrictions on advertisement other than censorship policies regarding programing hours, 
also some restrictions regarding the General Health Law, the Consumer Protection Law and related 
regulations aimed at misleading publicity or advertising. Advertising should not be misleading or promote 
disloyal competition among competitors. Brand comparison is not traditionally used or accepted by the 
public.  

ATTORNEYS 
The best way to enter into the industrial or commercial business in Costa Rica is to have a strong legal 
advising company by your side. Local professionals may be found through professional directories, the 
Yellow Pages, the Internet, however, international rankings will also provide good information and very 
reliable sources.  

Attorney fees may vary depending on the consulting area. A common practice among Costa Rican law 
firms is to have an hourly fee for general or specialized attorney’s work outside those areas where a fixed 
fee has been established. The minimum hourly rate is US$150, but depending on the expertise this hourly 
rate may increase. The Lawyers National Board or “Colegio de Abogados de Costa Rica” has fixed rates to 
avoid disloyal competition.  

BOOKKEEPING REQUIREMENTS 
Businesses must maintain accounting and corporate books (i.e., Journal, General Ledger, Inventory and 
Balance Sheet, Shareholders’ Registry and Minute Books for both Shareholders and Board Meetings). 
These books must be bound and stamped by the Mercantile Registry. They should be kept in Spanish, 
with all due clarity and in chronological order.Ready to be accessed at any time that the corresponding 
authorities may request.  

BUSINESS ETHICS/CODES 
Business Ethics are conducted as common law, however, there is the General Law for Prevention of Illicit 
Enrichment that provides for criminal, civil and administrative sanctions in connection with the conduct 
of public officers and private companies and individuals (as accomplices) when breaching ethical 
provisions of public office, including fraud against the government. The criminal Code sanctions fraud, 
misrepresentation, false pretenses, mal praxis, and other illegal acts committed by private individuals and 
public officers. Sanctions may be economical or administrative.  
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CONSUMER PROTECTION LAWS 
The Competition Promotion and Consumer Protection Law and its Regulations protect the legitimate 
rights and interests of the consumer and are also aimed to promote free competition. 

CONTRACTS 
There are no restrictions for foreign entities or persons to enter Costa Rica to do business or acquire 
contractual responsibilities with other individuals or companies. The law makes no distinction between 
local and foreign citizens in business matters. However there are special regulations protecting the local 
contracting party . 

PRICE CONTROLS 
There are practically no price controls in Costa Rica. The only exceptions are as it  follows: 

(i) Products of the “basic consumption basket” (canasta básica) may be subject to price controls 
by the Ministry of Economy and Industry, since they are important basic living products 
for the lower classes 

(ii) In August 2013, rules on transfer pricing were enacted and the governing conditions  of 
transfer pricing between related companies were defined, this for economic interest 
groups 

PRODUCT REGISTRATION 
There are importing pre-requisites to comply with for importers in certain cases, such as some products 
require registration with the Ministry of Health or the Ministry of Agriculture, this vary in time and cost 
depending on the type of product involved. 

REDUCTIONS OR RETURN ON CAPITAL 
There are no restrictions on capital distribution as long as the corporation in ongoing, in the case of 
reduction of capital of commercial corporations, there are certain restrictions to consult with the legal 
advisor, particularly where they may affect existing liabilities. If the repatriation of capital is a way of 
covering a distribution of dividends, then a withholding tax of 15% will apply, plus a penalty if the 
distribution is detected by the Tax Administration as a result of an audit. 

SALE OF GOODS 
Goods can be sold in any place or time, however, certain goods require certain permits to sell them to 
the public, such as guns and ammunitions. 

 
TRADE ASSOCIATIONS 
There are different trade associations the investor can join in Costa Rica. The most important ones are: 
the Chamber of Commerce, Chamber of Exporters, Chamber of Industries, Costa Rican-American 
Chamber of Commerce, the International Chamber of Commerce- (ICC), among others. 
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Usually they charge a fixed fee associated with belonging to a chamber, but membership is not 
mandatory. 

 

CESSATION OR TERMINATION OF BUSINESS 
TERMINATION 
A business may be terminated at any time by the parties involved with minimum interference from the 
local authorities, provided liabilities are first settled with existing creditors. Any company, joint venture, 
trust or business association may be dissolved if the parties choose to do so. Assets and liabilities must be 
well accounted for and properly distributed by agreements among its partners, shareholders, investors, 
etc. according to their respective percentages of ownership or agreed upon between them. 

Tax Considerations 
The Income Tax Law establishes the obligation to give written notice to the tax authorities when closing 
of a business and to submit a final income tax return and a final balance sheet within the next thirty days 
following the termination of the business, date in which the company must pay any applicable taxes. The 
procedure of de-registration with the Tax Administration to discontinue the obligation to file monthly sales 
tax declarations is also a must.  

Labor Issues 
The company must also give notice of the cessation of business -within the month following the closure–
  to CCSS by reporting such cessation in the planilla (payroll report), indicating the termination of all 
its workers, who shall be fully indemnified therefor. 

INSOLVENCY/BANKRUPTCY 
Insolvency or bankruptcy will not lift the corporate veil in Costa Rica. The only exception is related to 
criminal offenses, mainly fraud,  a criminal court may disregard the entity in order to establish legal 
relationships for purposes of prosecution.  

Before filing for bankruptcy or insolvency, Costa Rican law also offers the alternative for financial 
restructuring, by means of: a creditors’ agreement; and management of the business through judicial 
intervention. 

 
 
LABOR LEGISLATION, RELATION, AND SUPPLY 
EMPLOYER/EMPLOYEE RELATIONS 
Costa Rica’s Labor Code, Law No. 2 of August 26, 1943, as amended, is the primary legal source and 
reference for employment and labor issues. Costa Rica is a party to several international labor 
organizations. There are specific laws and regulations in the following employment related areas:  

• anti-discrimination and harassment;  
• social security and insurance;  
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• statutory cash bonus;  
• child and youth labor;  
• taxes; pensions; immigration;  

• workplace safety;  
• association and union;  

• confidentiality/non-disclosure of information. 

EMPLOYMENT REGULATIONS 
In terms of employment, companies are required to always choose Costa Ricans before foreigners in the 
case of equality of conditions. The minimum wage for each occupation is published in the official gazette 
for every single kind and line of work that exists. The National Wage Council determines basic minimum 
wages twice a year, in December (effective January 1) and June (effective July 1). 

Working hours are classified in 3 standard shifts (day, night and mixed) in addition to a specific shift for 
employees holding positions of trust: 

• Day Shift (5 a.m.-7 p.m.): 
o 48 hours per week. 
o 8 hours per day. 

• Night Shift (7 p.m.-5 a.m.): 
o 36 hours per week. 
o 6 hours per shift. 

• Split or Mixed Shift (includes day and night shifts): 
o If more than 3.5 hours are worked after 7 p.m., the entire shift is regarded as a night shift. 
o 42 hours per week.  

• Shifts for “Exempt” Employees: 
o 12-hour ordinary shifts with a paid break (meal and/or rest time) of 1.5 hours. 

 
The current situation of the country and the competitivensess have encourage the country to approve 
other flexible shifts such as: to work 4 days for 12 continuous hours and rest for 3 consecutive days. This 
system is possible only on low risk industries, such as services. 



"
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Vacation rights: 
o At least 2 weeks of paid vacation is mandated after 50 weeks of continuous employment. 
o Paid vacation  time  must  be  awarded  during the  15 weeks following the completion of 

the 50 week term. 

Hiring and Firing Requirements 
There are no minimum numbers of Costa Rican nationals that must be employed, nor requirements as to 
certain positions they must hold in a company. Trust positions and general managerial positions may be 
occupied by foreigners without any need to elaborate on the criteria.  

Employment discrimination based on union membership, race, color, creed, citizenship, physical 
handicap, age, sexual orientation and gender is strictly prohibited. 

Dismissal may take place with “just cause” or not, in which case there is a list of termination fees that 
must be paid to the employee. Labor benefits according to the Labor Code apply on both cases.  

Indemnities happen as it follows:  

Pre-termination Notice Requirement: 

Prior to a dismissal, the employer has the obligation to notify the worker of this decision. The employer is 
required to give notice under the following guidelines, based on the length of employment at the time of 
termination: 

• More than 3 months but less than 6 months of service: 7 day notice; More than 6 months 
of service but less than 1 year: 15 day notice; More than 1 year of service: 30 day 
notice. 

• instead of a notice, the employer may compensate the employee with an amount 
equivalent to the salary that the employee would have earned during the notice period. 

Severance: 

Employees are entitled to receive severance indemnities on the following cases: 

! Termination without cause, 
! Retirement, 
! Employer’s bankruptcy, 
! Force majeure, 
! Death (payable to surviving spouse or dependents) 
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According to Article 29 of the labor Code, severance pay is calculated considering the employee’s 
continuous length of employment and the average salary of this employee during the past 6 months (the 
definition of salary used includes most components of compensation, including any in-kind benefits). 
Under this severance model, the indemnity will increase with the employee’s seniority, although such 
progression is capped to at 8 years of employment. 

Employment’s length is categorized as follows: 

Employees who have been with an employer less than one year are entitled to receive a one-time 
indemnity payment according to the table below: 

Length of Services Severance Indemnization 

Less than 3 months (trial period) 0 
More than 3,months but less than 6 
months 

7 days of average salary 
More than 6 months, but less than 1 
year 

14 days or average salary 

 

Employees who initiated work after March 2001 (date the new Worker’s Protection Act came in 
effect) and have remained with an employer more than a year, are entitled to a one-time indemnity 
payment as follows: 

Term considered Severance Indemnization 

Year One 19.5 days of salary 

Year Two 20 days of salary per year served or semester fraction thereof 

Year Three 20.5 days of salary per year served or semester fraction thereof 

Year  Four 21 days of salary per year served or semester fraction thereof 

Year Five 21.25 days of salary per year served or semester fraction thereof 

Year Six 21.5 days of salary per year served or semester fraction thereof 

Year Seven 22 days of salary per year served or semester fraction thereof 

Year Eight 22 days of salary per year served or semester fraction thereof 

Year Nine 22 days of salary per year served or semester fraction thereof 

Year Ten 21.5 days of salary per year served or semester fraction thereof 

Year Eleven 21 days of salary per year served or semester fraction thereof 

Year Twelve 20.5 days of salary per year served or semester fraction thereof 

YearThirteen 20 days of salary per year served or semester fraction thereof 
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13th MONTH OR “CHRISTMAS” BONUS: 

Every December employees are entitled to one-twelfth of the year’s salary as a 
mandatory bonus. In case of termination before the end of the corresponding term, 
the Christmas bonus must be paid regardless of the cause of termination and 
accordingly to the time passed as a ratio of the year.  

UNUSED/ACCRUED VACATIONS: 

Any unused vacation time accrued by the employee must also be paid upon 
termination, regardless of cause. In the case of prior to a year, it is about 1 day per 
worked month.  

Labor Permits 
Labor permits are not necessary, except for those required by foreign employees as immigration 
control. 

Unions 
Unions are recognized in Costa Rica. Employees have the right to join unions of their choosing 
without previous authorization, but they are not common in the private sector. Unions are 
typically formed within the government’s labor force.  

Solidarity Associations: 
The predominant form of association in the private sector is called “Asociaciones Solidaristas” 
(solidarity associations), they were invented in Costa Rica and are a national pride, in this 
organizations workers and employees work together in the light of a joint benefit. At the end of a 
fiscal year, the association’s net income (“excedentes”) may be distributed to employees as an 
additional benefit. 

 

CORPORATE AND INDIVIDUALS TAXES  

ALLOWANCES 
Corporate entities should deduct from their gross income all costs and expenses that are 
necessary to produce taxable income as well as any depreciation of assets relat3ed to the business 
activity. The Income Tax Law lists the major expenses that may and may not be deducted 

FILING AND PAYMENT REQUIREMENTS 
With respect to income tax, corporations must file tax returns and pay the applicable tax, within 
two months and 15 calendar days from the end of the fiscal period (the statutory fiscal year for 
corporations start on October 1st and ends on September 30th of the following year, but these 
dates can be changed if requested and approved by the Tax Administration). 
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Taxpayers must make three partial payments as an advance of the income tax liability during the 
fiscal year; the balance must be paid within the term stipulated above or before around 
December, 15th each year (published dates by Ministerio de Hacienda or Tributación Directa 
which is the tax collector institution) 

REGISTRATION DUTIES 
Upon incorporation, every corporation is required to pay a tax of active entities for US$380 per 
year, while dormant companies pay US$200 (the tax is updated every year). The corporate tax is 
paid upon registration of new entities and is prorated based on the date of incorporation. All 
commercial agreements, whether notarized or not, must also pay a stamp tax of 0.5% on the total 
value of the respective transaction. 

SALES TAX OR OTHER TURNOVER TAX 
The sales tax regime is very similar to V.A.T. The tax rate is currently 13%. Sales must be reported 
and paid monthly in the case of goods, and yearly in the case of services.  

SOCIAL SECURITY AND WELFARE SYSTEM CONTRIBUTIONS 
Employers must register before the Costa Rican social security authority (Caja Costarricense de 
Seguro Social or CCSS). Costa Rica demands companies to acquire social security for every worker, 
which provides all workers with medical care, disability payments and old age benefits. The 
employers’ contribution to social security program ranges approximately from 25% to 28% of the 
employee’s reported salary; and the employees’ contribution equals 9%. This contribution is paid 
on a monthly basis.Employers are compelled to withhold income tax and social security 
contributions from the employee’s salary, as a withholding agent. Self-employed individuals are 
subject to a progressive income tax ranging from 0% to 25% depending on their monthly taxable 
income. Self- employed individuals must also contribute 12% of their gross income to social 
security. 

TAX ON PROFITS 
The general corporate income tax rate is 30%, but lower rates apply to businesses that qualify as 
“small enterprises” or PyMes. Municipal operating permits are also subject to taxes calculated on 
the basis of profits. 

TAX TREATIES 
There is a Tax Information Exchange Agreement between Costa Rica and the U.S. Government 
(Law No. 7194 of 1990). There is also a Tax Information Exchange Agreement and Special 
Regime with Spain (Law No. 8888 of 2010) which is in full force and effect. 

Trade agreements such as CAFTA-DR, among others, provide exemptions on import taxes. Refer 
also to section III.D. 

TERRITORIALITY RULES 
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In general, the Costa Rican income tax system is based on the territorial principle, whereby only 
income generated within the country or from a Costa Rican source issubject to income tax. 
Income obtained abroad or from foreign sources is not taxable in Costa Rica. 

TREATMENT OF TAX LOSSES 
Only industrial and agricultural companies are allowed to carry forward net operating losses. In 
the case of agricultural companies, the carry forward period is five years. For industrial companies 
the carry forward period is three years. 

WEALTH TAX 
There is only one type of wealth tax and it applies on luxury homes  

WITHHOLDING TAXES 
Payments remitted abroad to individuals or corporate entities from a Costa Rican income source 
are subject to applicable withholding taxes. The withholding tax on dividends, earnings and 
interests, and similar distributions of interests and other financial payments is 15%. Other rates, 
generally higher, apply to certain types of revenues depending on the activity from which they 
derive. Other withholdings include those of working with the governmental projects called 
“licitaciones” which are 2%.  

TAX ON OTHER LEGAL BODIES 

Off-shore offices of local banks or financial entities are subject to applicable withholding taxes 
according to our Income Tax Law (territorial principle application). Net income of individuals or 
corporate entities deriving from the operation of casinos or other legally authorized gaming rooms 
is subject to certain specific taxes. As well, as those,  motels, nightclubs, unlicensed hotels and 
massage houses, must pay a welfare specific tax in favor of the Instituto Mixto de Ayuda Social 
(IMAS.) The tax is established at 30% of the rate value charged for each room. There is no 
general anti-tax avoidance system, but only anonymous reports to the Ministerio de Hacienda or 
Tributación Directa.  

IMMIGRATION RELATED INFORMATION 

IMMIGRATION CONTROLS 
Costa Rica does not have any immigration quotas. Immigrants from certain countries are required 
to show medical and/or vaccine certificates.  

An exit visa (tax) is also required by both foreigners and residents or citizens. Costa Rican minors 
must obtain an exit permit issued by the National Children Welfare Institution, based on the 
parents’ authorization. 

IMMIGRATION REQUIREMENTS/FORMALITIES 
Immigration tourism visas are automatically issued for citizens of some countries and must be 
requested to the Costa Rican consulates abroad in the case of other countries.  
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Foreign nationals who wish to reside in Costa Rica must apply for residency, usually tourism visa 
is good for 3 months in the country and can be reissued every time a person goes out and back to 
the country.  

To process a residence application takes up a long time (4 to 8 months) and a lot of paperwork, 
but is very formal and takes place in the country. ion Administration. 

VISAS 
A visa is required to travel and stay in the country for certain nationalities.  

DRIVERS' LICENSES 
It is not mandatory but recommended for the investor to obtain a driver’s license in Costa Rica. 
The investor can legally drive with a valid foreign license for 3 months using his or her own 
driver’s license from abroad, and the process of obtaining a national one is very simple and 
cheap, it is done at the  Licenses Department of the Ministry of Transportation (MOPT), while 
his/her visa is still in force, and submit the required documents. 

IMPORTING PERSONAL POSSESSIONS 
The investor may import his/her personal belongings subject to payment of import duties. The 
Traveler’s Customs Declaration at Customs, filled out and signed, prior to the importation of the 
merchandise is required. There is a random selective system in place that determines whether the 
merchandise that the traveler is bringing requires a physical inspection. No live-products or 
unsealed food products may be introduced to the country. 

MEDICAL CARE 
Costa Rica offers high quality medical care services. There is a government-sponsored network of 
approximately 29 hospitals, 10 major clinics and more than 890 regional health clinics throughout 
the country administered mainly by the Caja Costarricense del Seguro Social (CCSS). Costa Rica 
has recently launched a broad spectrum of medical tourism for its great professionals and 
technology.  

 


