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EXECUTIVE SUMMARY
 

A wealth of historic evidence worldwide indicate that trade and
 

sectoral policies in developing countries have had very
 

significant effects on the welfare of producers and consumers and
 

on the development of their agricultural sectors. The welfare of
 

producers and consumers have been affected by the levels of
 

protection and income transfers fostered by the policies. And the
 

development of the agricultural sectors has been conditioned by
 

the levels of investment in research and extension and by the
 

allocation of resources stimulated by the government's trade and
 

sectoral policies.
 

This evidence has induced the World Bank to monitor the effects
 

of a number policies on the agricultural sector of various
 

developing countries, over time and across different types of
 

activities. This is being done through the estimation of several
 

indices.
 

The purpose of this study was twofold. One, to develop historic
 

indices of the effects of various policies on Costa Rica's
 

agricultural sector, using seven crops as example; and two, to
 

simultaneously develop and refine the methodology, so that it can
 

be used to continuously updete the indices and monitor the
 

effects of policy changes on the various types of activities that
 

conform the sector.
 

The indices are: the Nominal Protection Coefficient (NPC), which
 

measures the effect of policies that affect the price of the
 

product; the Effective Protection Coefficient (EPC), which
 

measure the effects of policies in both the product and traded
 

inputs markets; the Producer Subsidy Equivalent (PSE), which
 

attempts to quantify all the subsidies going to producers,
 

including investment in research, extension and infrastructure;
 

and the Consumer Subsidy Equivalent (CSE), which attempts to
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account for all the subsidies going to consumers as a result of
 

different policies, including measures such as subsidized
 

trtinsportation.
 

For this study, seven crops, representing import substituting,
 

traditional and non-traditional exports activities were selected.
 

The crops are: rice, white maize, beans, coffee, banana,
 

sugarcane and melon.
 

This effort was not free of difficulties. Certain types of
 

information is relatively scarce and difficult to obtain in Costa
 

Rica. Detailed cost of production, necessary for estimating the
 

EPCs were not available for some crops in some years. Data on
 

direct subsidies to melon producers through the Tax Credit
 

Certificate (CAT) was only available for one year. In many cases
 

we were forced to choose indirect routes in order to arrive at
 

key numbers. Nonetheless, we feel that, under the circunstances,
 

the indices obtained reflect closely the effects of the various
 

policies.
 

The estimated nominal protection coefficients (NPC) reveal a
 

preference by the government to protect the production of basic
 

grains, sugar and melon and to tax the production of coffee and
 

banana. Protection was strongest during the first half of the
 

decade, owing to the Monge Administration's policy of stimulating
 

agriculture via prices and trade measures. Beginning in 1987/88
 

there was a tendency to reduce the levels of protection and to
 

have greater correspondence between domestic and international
 

grain prices. As called for in the SAL Il agreement, protection
 

was to not exceed 40 percent, based on a five year moving average
 

of world prices. The negative protection of rice and beans during
 

this period was due mainly to unmatched, sharp increases in world
 

prices. During this period (1987/88-1990/91) sugar protection
 

also fell, and the NPC remained between 1.25 and 1.44, as opposed
 

to more than 2 of previous years.
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The tax on coffee was relatively stable during the entire period,
 

except for 1986/87 and 1989/90, with NPCs of 0.71 to 0.81. The
 

tax rose in 1986/87 because of the increase in world prices,
 

which allowed the government to charge a higher export tax rate.
 

The opposite occurred in 1989/90, the year in which the drop in
 

world prices triggered the virtual removal of all taxes.
 

The estimated effective protection coefficients (EPCs) indicate
 

that the interventionist policies of the past decade subsidized
 

the domestic resources used in the production of rice (some
 

years), white maize, sugarcane and rielon, and taxed those used in
 

the production of coffee, banana and beans. Had it not been for
 

the policies, much less domestic resources would have been
 

devoted to the production of rice, sugarcane, white maize and
 

melon. On the other hand, domestic resources were used to produce
 

coffee, banana and beans despite the heavy tax burden that
 

undermined the returns to these resources.
 

The producer subsidy equivalents (PSE) were quite revealing.
 

Coffee producers, and bean producers after 1986/87, were very
 

highly taxed by the combination of policies (PSE for coffee were
 

-3 to -65%, and fcr beans of -26 to -84%), whereas the producers
 

of sugarcane, white maize and melon were very highly subsidized.
 

The PSEs were 21.7-58.6, 3.1-60 and 29 percent, respectively.
 

Rice producers were mostly subsidized (although they were taxed
 

in some years), but at lower levels.
 

The consumer subsidy equivalent (CSEs) reveal that coffee (and
 

bean during the latter part of the period) consumers were highly
 

subsidized. The CSEs for coffee ranged between 119 and 538
 

percent, and for beans between 30 and 103 percent. Consumers of
 

sugar and white maize were highly taxed; the CSEs for sugar
 

ranged between -12 and -57 percent, and for white maize between ­

2 and -46.5 percent. Rice consumers were mainly taxed, albeit at
 

low rates, but were also subsidized in some years.
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1. THE ECONOMY AND ECONOMIC POLICIES
 

Costa Rica is one of the first developing countries to face the
 

international crisis of the 80s. Because of its openness, the
 

level of its external debts and the structure of its economy the
 

crisis was strongly felt.
 

During 1980-83 the growth in national production fell 12 percent
 

and the output per-capita dropped in more than 35 percent. The
 

country's external debt grew rapidly, and in 1982 it represented
 

235 percent of exports. Inflation reached unprecedented levels in
 

1982 (up to 90 percent), and the levels of unemployment
 

experienced during the 80s were also unusual (CORECA).
 

Between September of 1980 and September of 1982 the exchange rate
 

in the free market went from ¢8.6/US$ to about ¢60/US$, a 600
 

percent devaluation. At the same time real wages fell by 45
 

percent, consumption was reduced, and extreme poverty increased
 

sensibly. Private and public investment fell also (CORECA).
 

But, by 1983 there were clear indications that the economy had
 

initiated its recovery. The government brought the foreign
 

exchange market and its own finances under control. It regained
 

access to sources of international finance and renegotiated its
 

foreign debts. As a consequence, in 1984 gross investment
 

increased by more than 25 percent, production grew 6 percent, and
 

both imports and exports also increased. Inflation decreased to
 

11.9 percent, unemployment decreased and real rages appreciated.
 

During the second half of the decade, the government initiated an
 

important structural adjustment program, including financial
 

reforms, trade liberalization and privatization of state
 

enterprises. Macroeconomic stability was reached with relatively
 

low inflation rates and a real exchange rate that permitted
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external balance and competitivity in the export markets. This
 

important process of reform and adjustment was backed by the
 

Stand-by agreements with the IMF in 1987 and 1989, and by the
 

World Bank and USAID through two Structural Adjustment Programs
 

and bilateral donations.
 

A very important tariff reform was initiated in 1986, which
 

rationalized the system and significantly reduced the levels of
 

protection. It established higher nominal tariff levels for final
 

goods than for intermediates and raw materials, and abolished a
 

significant amount of tax exemptions. According to this program,
 

by 1990, nominal tariffs were to remain within the 5-40 percent
 

range of CIF value, except for textiles, clothing and leather
 

products, which were to attain the same levels only in 1992.
 

Following are brief discussions of the principal instruments use
 

to provide protection and subsidies to the various sectors
 

between 1986 and 1989.
 

The Real Exchange Rate
 

During 1986-89 a system of mini-devaluations was instituted and
 

operated on the basis of the purchasing power parity principle.
 

Corrales and Monge estimated the overvaluation of the exchange
 

rate at the beginning of the eighties to be between 18 and 30
 

percent; it was less than 5 percent during 1983-85, and was about
 

zero during 1988-89.
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Tariff Barriers
 

Starting in 1986 there were only three types of ad-valorem taxes:
 

the Central American Common Tariff, the imports surcharge and one
 

percent tax fixed by law No.6946. In 1990 the Common Tariff in
 

Costa Rica had a range of 0 to 100 percent, the lower rates being
 

applicable to raw materials and the higher to automotives and
 

parts. The surcharges, which were temporal, and used for balance
 

of payments purposes, were significantly reduced during the
 

latter part of the decade, and were only between 2 and 6 percent
 

in 1990.
 

Non-Tariff Barriers
 

The principal non-tariff barrier was import permits for
 

agricultural products (grains and sugar), which were seldom given
 

to private concerns. Only the National Grain Board was allowed to
 

import grains and other agricultural products. But an agreement
 

between the World Bank and the Government permitted the private
 

sector to import some products during times of scarcity.
 

The anticipated deposits were another non-tariff barrier, since
 

the importer was required to deposit at the Central Bank up to
 

100 percent of the value of imports for several months without
 

earning interest.
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Incentives to Non-Traditional Exports
 

Costa Rica began stimulating non-traditional exports to third
 

markets in 1972 when Lhe Law of Export Promotion was passed. The
 

Export Contract, which is the principal legal instrument used for
 

export promotion, was created in 1984. This instrument provided
 

total tariff exemption on imports of all materials used in
 

producing the exported products. It also provided total exemption
 

from corporate taxes, and provided a subsidy in the form of a Tax
 

Credit Certificate (TCC), which averaged about 15 percent of the
 

FOB value. At the end of the 80s the TCC was provided according
 

to the following schedule:
 

Domestic Value Added Tax Credit Certificate
 

35 to 50 percent 15 percent 

51 to 65 percent 20 percent 

66 to percent and above 25 percent 
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2. THE AGRICULTURAL SECTOR
 

The agricultural sector has traditionally played a very important
 

role in the Costa Rican economy. In 1984 it generated about 20
 

percent of GDP, employed about 30 percent of the labor force, and
 

accounted for about 75 percent o! total exports. During 1980-84,
 

this sector's output grew at the rate of 3 percent per annum, and
 

8 percent in 1984. During the same period agricultural employment
 

grew at a rate of only 1.4 percent per annum, and 2.1 percent in
 

1984.
 

Costa Rica's agricultural production is dominated by five export
 

crops: coffee, banana, sugarcane, cocoa and beef; and four basic
 

grains: rice, beans and white maize. The export crops account for
 

about 60 percent of agricultural GDP, whereas basic grains
 

account for only 7 percent; rice accounts for about 3 percent and
 

maize and beans for about 2 percent each.
 

Public Investments
 

Public investments in this sector were significantly reduced
 

during the 80s. Between 1981 and 1982 investments fell by 69
 

percent, going from 42,118 million to ¢656 million. In 1983,
 

public investments grew 15 percent, but fell by 6.4 percent in
 

1984.
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Credit
 

The credit policy, which is directed by the Central Bank,
 

switched in favor of agriculture in 1980. The participation of
 

this sector went from 42.2 percent (of total credit) in 1980 to
 

58.8 percent in 1984. This increase in credit favored mostly
 

export crops, especially coffee.
 

Structure of Agricultural Production
 

According to the Agricultural Census of 1984, the 96,542 farms
 

can by classified in three groups according to size: Class I,
 

Class II and Class III. Class I comprises farms of 100 hectares
 

or more; Class II of 5 to 100 hectares, and Class III of less
 

than 5 hectares.
 

Class I, which includes high income farmers, represents &bout 6
 

percent of all producers, but 61 percent of total area in
 

agriculture. This group generates most of the exports, except for
 

coffee. In 1984 it generated 47 percent of agricultural GDP,
 

mostly by producing export crops and rice. When all the other
 

crops are included the participation increases to 54 percent.
 

This implies that 5,792 producers generated ¢5,674 million of
 

1980, of a total agricultural production of ¢10,508 million.
 

Thus, the average revenue per farmer was ¢979,927 of 1980
 

(US$114,344).
 

Class II contains 47 percent (45,197) of all producers and 36.4
 

percent of total agricultural land. This group is the major
 

producer of coffee, beans, white maize, potato and milk, and is
 

also an important producer of beef, sugarcane and rie. In 1984
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it accounted for 34,6 percent of agricultural production, and
 

generated ¢V3,573 million; that is, an average value per farmer of
 

¢79,056 of 1980 (US$9,225).
 

Class III, which also embodies 47 percent of producers, generated
 

¢1,261 million; that is, 12 percent of the total value of
 

production in 1984. This represented an average revenue per
 

farmer of 427,838 of 1980 (US$3,248). This group produces 25
 

percent of coffee (50% of all farms grow coffee and 58% of total
 

revenue is from this crop), and about 60 percent of onion,
 

lettuce, carrots, and tomatoes.
 

The Minimum Price Policy
 

This policy, which has been used to protect basic grain
 

producers, was very costly during the 80s, and favored mainly
 

large rice producers in the Class I category. The Agricultural
 

Census of 1984 indicated that 76 percent of total rice sales was
 

generated by farmers of this group; whereas farmers of Class III
 

generated only 3 percent. The implication is that, by fixing the
 

minimum price on the basis of production costs of farmers in
 

Class II and Class III groups, the farmers in Class I were highly
 

subsidized and were able to modernize, expand and integrate
 

vertically with the rice industrialization process. This
 

framework favored a high degree of concentration of rice
 

production, and led to surpluses that had to by exported by the
 

government at a loss.
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Commercial Policy
 

The commercial policy in the agricultural sector during the 1980s
 

was dominated by quantitative restrictions in the case of grains
 

and other products, like sugar; export taxes, in the case of
 

traditional exports; and subsidies, in the case of non­

traditional exports, like melon. Imports of basic grains were
 

allowed only in the case of deficits. Sugar imports are totally
 

banned. Banana and coffee pay significant export taxes, and
 

coffee producers are required to allocate part of their 

production to the domestic market, at a price far bellow world 

levels. 
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3. METHODOLOGY
 

This chapter provides a very brief explanation of the methodology
 

used in this study to estimate the four indices of interest:
 

nominal protection coefficients (NPC), effective protection
 

coefficients (EPC), producer subsidy equivalents (PES) and
 

consumer subsidy equivalents (CSE). A very lengthy and detailed
 

description is provided in the Appendix.
 

Nominal Protection Coefficient
 

The NPC is the ratio of domestic to border' prices (Pd/Pb). In
 

order to determine the border price (import case) the appropriate
 

international market, price and grade of the product must be
 

identified, and the appropriate freight, insurance and local
 

charges must be assessed, as well as any storage cost. The
 

appropriate exchange rates must also 1e used.
 

In the case of grains we used the following international prices:
 

US No.5, 20 percent broken at Gulf Ports, USA for rice; US No.2
 

white, Kansas City adjusted to Gulf Ports, for white maize; and
 

FOB, Valparaiso, Chile for red or black beans. For grains from
 

the U.S a freight and insurance rate of US$ 25/t was used.
 

Freight rates from Chile were provided by grain traders.
 

For local import costs (local charges) we obtained quotes for
 

port charges, custom agent 's fee, financing, grain loss,
 

I In the case of an importing country, the border price is
 
the world price adjusted by freight, insurance, local charges and
 
an appropriate exchange rate to a given point within the 
importing country. 
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administrative costs and loading and unloading plus transport
 

costs to San Jose (details are provided in the appendix). And in
 

order to convert dollar amounts to colons, we used the average
 

market exchange rate for importing months.
 

The actual storage costs reported for 1989/90 and 1990/91, were
 

converted to dollar amounts, and applied invariably to each year
 

(US$4.2/t/month). Thus, the adjustment was via the exchange rate
 

applicable to each year.
 

In order to obtain the border farm price we subtracted the
 

actually observed wholesale-farmgate margin from the border
 

wholesale price. For the domestic farm price we used the price
 

actually paid to farmers for grain placed in San Jos6.
 

In the case of coffee the producer price is determined as
 

follows. The producer delivers his coffee in consignment to the
 

mill for processing and selling according to the miller's best
 

judgement. The miller market the coffee throughout the coffee
 

year, and at the end presents a report to ICAFE (a government
 

agency) containing the following information: total coffee
 

received and milled, average yield of golden coffee per double
 

hectoliter (DHL), total revenue from sales to export and domestic
 

markets, and the sum of -,ll costs allowed by law (not all costs
 

are deducted). ICAFE uses this information to fix the final
 

liquidation (to the producer) price the mill must pay for cherry
 

coffee delivered by farmers. It deducts from total revenue, the
 

milling costs, the ad-valorem production tax and a 9% return to
 

the mill (this is 9% of total revenue, after deducting milling
 

costs), to obtain the amount to be distributed among producers.
 

This total is divided by the total amount of cherry coffee
 

delivered to obtain the average producer price per DHL.
 

The border prices of coffee was determined as follows. Coffee
 

produced in any given year is either consumed domestically (11­
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14%) or exported to OIC members (under a quota system) or non­

members (non-quota world market). Since the amount exported to
 

OIC member market is regulated by the quota system (when the
 

agreement is in effect), in order to obtain an average border
 

price, we valued the amount exported to OIC market at the
 

prevailing agreement prices and the reet (domestic consumption
 

plus export to non-member markets, see Table C.17 of the
 

Appendix) was valued at the prices prevailing in the non-quota
 

market. We thus obtained a weighted average FOB, port price
 

(border), which differed from the actual (domesticj average price
 

in the sense that the latter valued 11 to 14% of the coffee at
 

domestic auction prices, which were much lower than the non­

member export price.
 

In the case of sugarcane the domestic price was determined as
 

follows. Under the current marketing arrangement, producers
 

(integrated with mills and independent) deliver their sugarcane
 

to the mills for processing. The mills process the cane and
 

deliver the sugar to LAICA (a government entity with monopoly
 

power in sugar marketing), for which they receive an advance
 

(partial payment). The mills, in turn, periodically pay the
 

farmers advances on the cane delivered. At the end of the sugar
 

year, LAICA determines the zafra's (harvest) total value,
 

according to the different products sold in each market (white
 

sugar, raw sugar, alcohol and melaza, in the domestic, U.S.
 

preferential and world markets). From this they deduct a number
 

of taxes to different institutions and payments to LAICA, to
 

obtain the value of the zafra at the sugar mill level. The value
 

of the melaza is then added to obtain the total revenue to be
 

distributed among the mills and cane producers. By law, the mills
 

receive 37.5 percent of this total, and farmers 62.5 percent.
 

This implies that the cost of industrializing the cane is 37.5
 

percent of total revenues. This can be construed as a distortion,
 

but was not addressed in our calculations. We took 37.5 percent
 

as the valid processing cost. The remaining 62.5 percent is then
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divided by the total tonnage of sugarcane delivered to obtain the
 

farmer's price per ton of cane.
 

We estimated the total border value of the zafra by assuming that
 

there are two international markets: the U.S. preferential and
 

the world; and that in the absence of domestic distortions, Costa
 

Rica would meet the quota in the U.S. preferential market and
 

have the opportunity to sell the rest on the open world market.
 

We thus valued the quota amount at the preferential prices end
 

the rest at world prices. The sum of these two quantities
 

provided the border value of the zafra (see Table S.19 of the
 

Appendix).
 

In the case of banana, border prices were estimated in two ways.
 

First, we took the FOB, port fixed by the government and added
 

the export tax paid by the marketing firm. The rationale is that
 

farmers could receive a price higher in the amount of the tax
 

paid to the government. Second, we took international prices,
 

FOR, ports in USA, and deducted a US$ 2.5 per box freight and
 

insurance (as estimated by CORBANA) and a 2.5 percent return to
 

the marketing firm, to arrive at FOB, Lim6n border price (details
 

are in the Appendix). To obtain the border farm price, we
 

deducted total export costs borne by producers (including
 

transport to the port) from the border FOB.
 

The domestic farm price was determined as follows. From the FOB,
 

port fixed by the government, we deducted export costs and the
 

different taxes paid by farmers, and added total incentives
 

received by farmer8, in US$/box. For the latter, we divided total
 

incentives by total boxes exported.
 

In the case of melon, we deducted export costs from the FOB price
 

at port to obtain the actual price received at the farm level
 

(this is the border price). We then obtained the total amount of
 

CATS (tax credit certificates) for 1991, adjusted it to its
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present value (since it matured in 12 months), and converted it
 

to a per ton and per kilo basis, as follows. Exports were 389,745
 

tons and CATS were ¢t274.2 million. Thus, CATS were equivalent to
 

4¢7.03 per kg exported, or 05.27 per kg exported in present value
 

terms (we took 75% of the face value). We then added this amount
 

to the border farm price to obtain the actual or total domestic
 

price received. The NPC is the ratio of the domestic and border
 

prices.
 

Effective Protection Coefficients
 

The effective protection coefficient is the ratio of domestic and
 

border value added. Value added is the difference between the
 

price of the product and the cost of traded inputs incurred to
 

produce that unit. Therefore, the EPC measures the increase in
 

return to domestic, non-traded inputs (labor, land) that occurs
 

as a consequence of policies in both the product and traded
 

inputs markets.
 

In order to estimate the EPCs for grains we used detailed cost of
 

production figures reported by the Banco Nacional de Costa Rica.
 

Prices of traded inputs were adjusted according to the tariff
 

levels prevailing in each year (see the Appendix).
 

In order to estimate the EPCs for coffee we used detailed cost of
 

production figures for maintenance and partial renovation of
 

coffee plantations, under the only production system that exist.
 

In the case of sugarcane we took the traded inputs listed in the
 

detailed cost of production used for loans to growers for
 

operating the plantation, and adjusted their costs for tariffs
 

and other taxes, in order to obtain their domestic and border
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values. We then subtracted the value of inputs (costs) per ton of
 

sugarcane from the value of the sugarcane itself to obtain
 

domestic and border value added at the farm level.
 

We were able to obtain payments of CATS and detailed production
 

costs for export class melon only for 1991. The Central Bank does
 

not have the yearly amounts of CATS by crops, and we were not
 

allowed to do the disaggregation ourselves. They separated the
 

1991 figures as a favor. This is why NPC and EPC for the rest of
 

the period wer. not estimated.
 

Producer Subsidy Equivalent
 

The producer subsidy equivalent (PSE) is an index that accounts
 

for all policies (and disbursement) that implies an increase in
 

farmers income or welfare. It thus includes, besides income
 

transfers from marketing and pricing policies, the subsidies from
 

credit at lower interest rates, and the implicit subsidies from
 

investment in research, extension and infrastructure.
 

In the case of Costa Rica this index includes three types of
 

subsidies: from the marketing system or pricing policy, from
 

subsidized interest rates and from government expenditures on
 

research, extension and infrastructure. For the first category we
 

multiplied the quantities produced by the difference between the
 

domestic and border prices. In order to obtain the credit
 

subsidy, we multiplied the difference between the interest rates
 

for commercial activities and those paid by each type of farmer
 

times the total amount of credit provided per year. Since the
 

data was reported as cumulative amounts lent throughout the year,
 

we used one year as the duration of the loan. In reality it might
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have been a loan for four months repeated several times
 

throughout the year. The effect is the same.
 

Consumer Subsidy Equivalent
 

The consumer subsidy equivalent (CSE) is an index that measures
 

the effects on consumers of various policies. In the cases
 

studied it included only the pricing policy effects and its
 

estimation consisted in multiplying the difference between
 

domestic prices paid by consumers and border equivalent times
 

total yearly consumption.
 

In the case of sugar, this subsidy (or rather tax) had two
 

components: the subsidy from the marketing policy of the
 

government and the subsidy that resulted from exemption of the
 

sales tax. In the case of coffee this index included only the
 

market effect of requiring a minimum quota for the domestic
 

market. We multiplied the difference between domestic prices paid
 

at the auction (wholesale level) and border equivalent times
 

total yearly consumption.
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4. INDICES OF THE EFFECTS OF POLICIES
 

Nominal Protection
 

Table 1 presents a summary of the nominal protection
 

coefficients (NPC) estimated for each of the seven crops over the 

period 1980/81 - 1990/91.
 

Tabie 1.Summary of nominal protection coefficients (NF'Cs)
 

Aar Rice Beans 6.Maize Coffee Sugarcane Banana Aeion
 

1986,/81 0.51 0.37 0.78 n.a. n.a. 0.94 n.Z.
 
1981/62 0.49 0.55 1.54 0,71 n.a. 0.79 n.a.
 
i982/83 1.09 1.40 2.39 0.75 1.82 0.61 n.a.
 
193/84 1.18 1.45 1.39 0.81 1.96 0.86 n.a.
 
1984/85 1.03 1.34 1.64 0.81 2.32 0.79 n.a.
 
1985/86 1.06 1.74 2.34 0.77 2.01 0.89 n.a.
 
1986/87 1.33 1.85 2.48 0.60 2.06 0.97 n.a.
 
1987/88 0.74 0.79 1.72 0.75 1.44 0.67 n.a.
 
1988/89 0.88 0.63 1.03 0.77 1.25 0.62 n.a.
 
1989/90 1.27 0.54 1.53 0.97 1.43 0.65 n.a.
 
1990i9i 1.28 1.31 1.36 n.a. 1.41 n.a. 1.15
 

n.a. = not available
 
Source: Appendix
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Rice. The figures of the Table 1 show that rice producers,
 

contrary to popular belief, did not, in general, receive high
 

levels of protection via fixed prices, except during 1986/87 and
 

1989/91, years in which the nominal protection ranged between 27
 

and 33 percent. The negative protection of 1980/81--1981/82 is
 

related to the turmoil in the foreign exchange market. The large
 

and sudden devaluation increased the border price much faster
 

than its domestic counterpart managed by the government. The
 

negative protection of 1987/88 and 1988/89 was not due to a
 

change in the government's protectionist policy. It was rather
 

due to the fact that the international price increased 51 percent
 

between 1986/87 and 1987/88, from US$296 to US$448/t; and
 

remained at US$ 415/t in 1988/89. This increase was not matched
 

by similar increases in the domestic fixed price.
 

Beans. Bean producers have traditionally received low levels of
 

protection from the policy of fixing domestic prices. The figures
 

in Table 1 show, however, that these producers enjoyed high
 

levels of nominal protection during 1982/83-1986/87 and in
 

1990/91. As pointed out in the case of rice, those levels of
 

protection do not reflect a change in government policies, but
 

are rather the outcome of a strong decline in international
 

prices (from US$ 890/t in 1980/81. to US$ 289 in 1986/87) that was
 

not matched in the domestic market. In other words, changes in
 

the level of protection are due to the rigidity of domestic
 

prices, which are fixed on the basis of production costs, and
 

which do not adjust according to movements in international
 

prices.
 

White Maize. Maize producers are traditionally protected by the
 

government's pricing policies. The figures of Table 1 show that
 

this did not change during 1981/82-1990/91; the nominal
 

protection, which was very high during the first half of the
 

decade (NPCs of up to 2.48), ranged only between 3 and 72 percent
 

during the latter half.
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Coffee. Nominal protection of coffee producers was always
 

negative, because they were always required to pay several taxes
 

(export tax, production tax and a tax to support ICAFE) that
 

varied with the level of international prices; the higher the
 

price, the higher the tax rate. This is reflected in the NPCs for
 

coffee, in Table 1, which, for the most part, remained between
 

0.71 and 0.81, indicating a total tax on producers of 19 to 29
 

percent. The highest NPC (0.95) was observed in 1989/90, when,
 

because of the collapse of the OIC agreement and the sudden fall
 

in price, the government suspended almost all taxes.
 

Sugarcane. The whole activity is regulated by a government
 

monopoly called Liga Agricola e Industrial de la Caha de Az~icar
 

(LAICA). This is the only institution or entity that can market
 

sugar and sugarcane products. It sells to wholesalers, retailers
 

and consumers, at prices fixed by the Ministry of Economy,
 

Industry and Commerce (MEIC). The farmer gets a pooled price,
 

which is calculated according to a formula, based on sale prices
 

in three markets: the domestic, U.S. preferential and the
 

international or world market. The border price was determined by
 

valuing the quota (to the US) at the US preferential prices and
 

all the rest of the sugar produced, at world prices.
 

The high levels of nominal protection shown in Table 1, indicate
 

that LAICA and the MEIC fixed domestic prices far above the
 

consolidated border price. This was more notorious during
 

1982/83-1986/87 when the NPC ranged between 1.82 and 2.32. During
 

this period world prices plummeted while domestic prices
 

continued to increase. The world price went from US$0.169/lb in
 

1981 to US$0.084/lb in 1982 and to US$0.048/lb in 1985. It was
 

not until 1988 before world prices rebounded to US$0.10/lb And
 

the NPC fell to only 1.44. During this period the domestic price
 

to consumers went from 06.8/Kg in 1981 to 026.8 in 1986. These
 

results indicate that sugar consumers were highly taxed by the
 

marketing system and pricing policy.
 

18
 



Banana. In 1974, the government began fixing minimum FOB (at
 

port) producer prices. It also instituted a series of producer
 

incentives during the 1980s to stimulate the activity and thus
 

reverse the negative trends of plantation abandonment. For area
 

rehabilitation producers received US$0.30 per box exported, over
 

and above the fixed FOB price, as long as the yields were of at
 

least 2.200 boxes/ha.
 

On the other hand, producers and multinational marketing firms
 

together are required to pay a number of taxes that, at times,
 

significantly lowers the net producer price. The bunch tax is a
 

US$0.02 per bunch or US$0.0167 per box, paid by farmers, and
 

deducted from the FOB price set by the government. The ad-valorem
 

tax is 1 percent of the FOB price, and is paid by the producer.
 

The export tax is a direct tax paid by the multinational
 

marketing firm, that does not affect the fixed FOB producer
 

price. In 1990 it went from US$0.15/box to US$0.50/box, It was
 

still US$0.50 in November 1991.
 

The NPCs of Table 1 indicate that the different taxes paid by
 

producers, directly and indirectly, were proportionately larger
 

than the sum of the pecuniary incentives received by farmers. The
 

NPC indicate that producers were taxed nominally by 6-38 percent
 

over the period of study, and that, because of the increase in
 

the export tax, the overall tax was heaviest during the latter
 

part of the period. The export tax was lowest during 1987-89
 

(US$0.15-0.22/box). This in combination with a low border price,
 

explain the NPC of 0.97 in 1986-87.
 

Melon. As part of the incentives to non-traditional exports,
 

melon producers owning an export contract 2 do not pay any taxes;
 

2 The export contract is a document whereby the government
 
agrees to provide a number of incentives to exporters of non.­
traditional crops.
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they rather receive a subsidy from the gcveinment in the form of
 

a Tax Credit Certificate (CAT). The effects of these certificates
 

which are paid according to the domestic valued added contained
 

in the exported product, are reflected in the NPC of 1.15
 

reported in Table 1.
 

The nominal prctection coefficients reveal a preference by the
 

government to protect basic grains, sugar and melon producers and
 

to tax coffee and banana growers. Protection was strongest during
 

the first half of the decade, owing to the Monge Administration's
 

policy of stimulating agriculture. Beginning in 1987/88 there was
 

a tendency to reduce the levels of protection and to have greater
 

correspondence between domestic and international grain prices.
 

As called for in the SAL II agreement, protection was to not
 

exceed 40 percent, based on a five-year moving average of world
 

prices. The negative protection of rice and beans during this
 

period was due mainly to unmatched, sharp increases in world
 

prices.
 

During this period (1987/88-1990/91) sugar protection also fell,
 

and the NPC remained between 1.25 and 1.44, as opposed to more
 

than 2 of previous years.
 

The tax on coffee was relatiely stable during the entire period,
 

except for 1986/87 and 1989/90, with NPCs of 0.71 to 0.81. The
 

tax rose in 1986/87 because of the increase in world prices,
 

which allowed the government to charge a higher export tax rate.
 

The opposite occurred in 1989/90, the year in which the drop in
 

world prices triggered the virtual removal of all taxes.
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Effective Protection
 

Effective protection indicates how much non-tradable (domestic)
 

resources are protected, or in what proportion the returns to
 

these resources are incremented because of policies en the
 

product and traded inputs markets. If the prices of the product
 

and traded inputs are increased by the same proportion because of
 

policies in both markets, effective and nominal protection will
 

be the same. But if the domestic prices of traded inputs are
 

increased by les3 (or decreased) than the price of the product,
 

effective protection will be greater than nominal protection. The
 

opposite will be true if they are increased by more than the
 

increase in the price of the product. Table 2 presents a summary
 

of the EPCs estimated for each product during the eighties.
 

Table 2.Summary of effective orotection coefficients (EPCs)
 

Year Rice Beans W.Maize Coffee Sugarcane Banana Melon
 
.........................................................................................
 

1980/81 0.25 0.20 0.55 n.a. n.a. n.a. n.a.
 
198i/82 0.11 0.46 2.14 n.a. n.a. n.a. n.a.
 
1982/83 1.09 1.60 17.33 n.a. 2.00 n.a. n.a.
 

1983/84 n.a. n.a. n.a. n.a. n.a. n.a. n.a.
 
1984/85 0.95 n.a. 5.27 n.a. 2.90 n.a. n.a.
 
19B5/86 1.01 n.a. -35.058 n.a. 2.30 n.a. n.a.
 
1986/87 1.56 2.39 12.75 0.39 2.40 n.a. n.a.
 
1987/88 0.57 0.70 2.25 0.62 1.50 n.a. n.a.
 
1988/89 0.7 0.63 0.95 0.57 1.30 n.a. n.a.
 

1989/90 1.45 0.42 1.84 0.70 1.50 0.44 n.a.
 

1990/91 1.57 1.53 1.81 n.a. 1.50 n.a. 1.16
 
.........................................................................................
 

n.a. 	 = not available.
 
Value added at border prices was negative.
 

21
 



Rice. The figures of Table 2 show that effective protection was
 

negative during 1987/88-1988/89. This is because during this
 

period, world prices soared above domestic prices and traded
 

inputs were taxed. The higher levels of protection reported for
 

the latter two years are a refleczion of tariff rates on traded
 

inputs that were lower than the equivalent tariff on rice
 

imports.
 

Beans. The effective protection coefficients correspond closely
 

to the NPCs reported in Table 1, and reflect the average tariff
 

in traded inputs. The coefficients lead to the conclusion that
 

domestic resources used in bean production during 1980/81 and
 

1987/90 received returns that were lower than should have been by
 

30 to 80 percent. This is because bean producers not only
 

received a price lower than the border equivalent, but they also
 

had to pay tariffs on imported inputs used to produce beans.
 

White Maize. The very high levels of effective protection shown
 

in Table 2 resulted from the fact that, in many years, the border
 

value of traded inputs was very close to the border value of the
 

product itself. This implies that the domestic value added (in
 

border terms) was very low. This explain the coefficients for
 

1982/83 and 1986/87. In 1985/86 the border value added was
 

negative, indicating that the effective protection was enormous,
 

since the traded inputs used to produce maize cost more than the
 

maize itself. This means that had the country imported maize
 

instead of produced! it, it would have saved not only foreign
 

exchange (the excess of the cost of traded inputs over the cost
 

of product), but also all of the cost of domestic resources used
 

to produce maize. The use of these resources added zero value to
 

the production process and, therefore, should have received zero
 

returns.
 

Coffee. The EPCs of 0.39 - 0.70 for the years in which production
 

cost figures were available were lower than the NPCs, indicating
 

22
 



that coffee producers did not only pay export and production
 

taxes, but also import tariffs on traded inputs used in coffee
 

production. As a consequence, the donestic resources used in
 

coffee production earned returns that were 30 to 60 percent lower
 

than would have been without the distortions.
 

Sugarcane. The small difference between the NPCs of Table 1 and
 

the EPCs of Table 2 for sugarcane is due to the fact that traded
 

inputs account for only a small proportion of production costs at
 

the farm level; namely, 15 to 28 percent. Nonetheless, the
 

domestic resources used in sugarcane production obtained returns
 

that were 50 to 190 percent above what they would have been 

without distortions in both the product and traded inputs 

markets. 

Banana. The EPC of 0.44 for 1989/90 indicate that producers not
 

only paid high level of taxes at the product level, but were also
 

forced to pay tariffs on traded inputs. Consequently, the
 

domestic resources used to produce banana (land, labor) received
 

returns that were about 56 percent lower than would have been
 

without distortions in both markets.
 

Melon. The EPC of 1.16 similar to the NPC of 1.15 indicate that
 

tariffs paid on traded inputs were roughly equivalent to the
 

subsidy received from the government. Therefore, the domestic
 

resources used to produce melon received returns that were about
 

16 percent above what they would have been without distortions in
 

both the product and inputs markets.
 

In sum, the EPCs of Table 2 indicate that during the past decade
 

the interventionist policies favored the use of domestic
 

resources in the production of rice (some years), white maize,
 

sugarcane and melon, and penalized their use in the production of
 

coffee, banana and beans. Had it not been for these policies,
 

much less domestic resources would have been devoted to the
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production of rice, white maize, sugarcane and melon. On the
 

other hand, domestic resources were allocated to the production
 

of coffee, banana and beans despite the heavy tax burden that
 

lessened the returns to these resources.
 

Producer Subsidy
 

The overall Fubsidy to producers was measured in terms of the
 

producer subsidy equivalent (PSE), which takes into account the
 

subsidies to producers from market intervention and pricing
 

policies, credit subsidies, and direct government subsidies in
 

the form of investment in agricultural research and extension and
 

infrastructure. The PSE expresses the sum of these subsidies as a
 

percentage of the value of production at domestic prices. The
 

results are presented in Table 3.
 

Rice. The figures of Table 3 show that the total subsidy to rice
 

producers, which was dominated by the effects of market
 

intervention, was quite variable during 1984/85-1990/91. The
 

subsidy was negative in 1.987/88 and 1988/89 because of the
 

negative nominal protection reported above; it was relatively
 

small (6.6 and 8.5%) during 1984/85-1985/86, and reached a
 

maximum of 26.5 percent in 1986/87, the last year of the Monge
 

Administration.
 

Beans. The subsidy equivalent to bean producers was significantly
 

positive during 1984/85-1986/87, a period in which the government
 

stimulated production via prices and in which world prices were
 

relatively low. The PSE was significantly negative throughout the
 

rest of the period, except in 1990/91. The maximum tax (-84.8%)
 

occurred in 1989/90, a year of very high world prices.
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Table 3.Summary of producer subsidy equivalents (PSEs)
 

Year Rice Beans N.Maize Coffee Sugarcane Banana Melon
 

1984/85 6.6 26.3 39.8 -23.2 58.6 n.a. n.a.
 
1985/86 8.5 42.9 57.7 -28.9 51.9 n.a. n.a.
 
!9B6/87 26.5 46.4 60.0 -65.3 52.9 n.a. n.a.
 
1987/88 -34.1 -25.9 42.5 -32.4 32.7 n.a. n.a.
 
1986/89 -12.4 -57.1 3.1 -29.1 21.7 n.a. n.a.
 
1989/90 21.8 -84.8 35.4 -3.2 31.2 n.a. n.a.
 
1990/91 22.9 5.0 27.1 n.a. 29.1 n.a. 29.0
 

n.a. = not available
 

White Maize. Table 3 shows that white maize producers received
 

significant subsidies throughout the period 1984/85-1990/91,
 

except in 1988/89, when the subsidy was small. The PSE ranged
 

between 27 and 60 percent of the value of production at domestic
 

prices; very significant, indeed.
 

Coffee. It is very clear from the figures of Table 3 that coffee
 

producers were heavily taxed during 1984/85-1988/89, with PSEs of
 

-23 to -65 percent of the value of production at domestic prices.
 

It was only in 1989/90 (and 1990/91, although we were not able to
 

estimate the PSE) that the burden on producers was lessened
 

through the removal of most of the taxes.
 

Sugarcane. The situation of sugarcane growers was quite the
 

opposite of their colleagues in the coffee sector. They received
 

very heavy subsidies throughout the period of study, with PSEs of
 

29 to 58 percent of the value of production at domestic prices.
 

Consistent with the policy of the Arias government, the subsidy,
 

although important, was lower after 1986/87.
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Banana. Because of the lack of appropriate data, the PSE was not
 

estimated for banana growers.
 

Melon. Producers of melon received overall subsidy in 1990/91
 

equivalent to about 29 percent of the value of production at
 

border farm prices. This is significant.
 

The figures of Table 3 are quite revealing. Coffee producers,
 

and bean producers after 1986/87, were heavily taxed by the
 

combination of policies, whereas the producers of sugarcane,
 

white maize and melon were highly subsidized. Rice producers were
 

mostly subsidized (they were taxed in some years), but at lower
 

rates.
 

Consumer Subsidy
 

The index of subsidy to consumers measures exclusively the effect
 

of market intervention and price policies on the expenditures of
 

consumers. It is the difference between domestic and border
 

consumer prices multiplied by the quantity consumed, and
 

expressed as a percentage of the value of the quantity consumed,
 

at domestic prices. Table 4 present the indices.
 

Rice. The figures of Table 4 show that consumers were taxed
 

through most of the period, but at relatively low levels: CSEs of
 

-2.8 to -18.2 percent. In 1987/88 and 1988/89 they were
 

subsidized at rates of 34 and 15 percent of the value of
 

consumption at domestic prices, respectively.
 

Beans. The figures of Table 4 shows that the subsidy during
 

1988/89-1989/90 (of more than 100 percent) more than compensated
 

bean consumers for the tax paid during 1984/85-1986/87.
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Table 4.Summary of consumer subsidy equivalents (CSEs)
 

Year Rice Beans W.Maize Coffee Sugarcane Banana Melon
 

1984/85 0.6 -5.2 -21.B 325.0 -57.0 n.a. n.a.
 
1985/86 -2.8 -13.3 -36.6 538.0 -50.1 n.a. n.a.
 
19B6/87 -18.2 -36.7 -46.5 476.0 -47,5 n.2. n.a.
 
1987/88 34.0 30.3 -31.6 324.0 -24.2 n.a. n.a.
 
1988/89 15.0 101.7 -2.9 200.0 -12.0 n.a. n.a.
 
1989/90 -15.1 103.2 -29.2 119.0 -19.1 n.a. n.a.
 
1990/91 -15.4 1.1 -20.4 n.a. -23.1 n.a. n.a.
 

n.a. =not available
 

White Maize. Users of this product paid -ignificant taxes (more
 

than 20% of the value of consumption at domestic prices)
 

throughout most of the period. The implication of these results
 

(Table 4) is a significant reduction in the welfare of consumers
 

of white maize products, such a tortillas and chips.
 

Coffee. Owing mainly to the policy of allocating a certain
 

proportion of production to the domestic market, the subsidy to
 

consumers have been enormous (Table 4). The CSE ranged between
 

119 and 538 percent of the value of consumption at domestic
 

prices.
 

Sugarcane. Consumers were significantly taxed throughout the
 

period, although at levels not comparable to the subsidy to
 

coffee consumers. The tax ranged between 12 and 57 percent of the
 

value of consumption (at domestic prices), and was lowest during
 

the latter part of the period.
 

This index (CSE) was not applicable to banana and melon, since
 

production of these crops is for exports only, and only the
 

rejects are commercialized domestically.
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The main conclusion from the CSEs in Table 4 is that coffee (and
 

bean consumers during the latter part of the period) consumers
 

were highly subsidized, with the subsidy to coffee consumers
 

being up to 5 times as large as that to bean consumers, while
 

sugar and white maize consumers were highly taxed. Rice consumers
 

were mainly taxed (albeit at lower rates) but were also
 

subsidized in some years.
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I. PRODUCTION
 

a. Area, Production, Yields
 

Table R.l presents the evolution of rice area, production
 
and yields during the period 1979/80-1990/91, and shows that the
 
country has been essentially self sufficient during that period,
 
with exports and imports of quantities no larger than 30% of
 
production.
 

iable R.I. Costa Rica: Production and consumption of rice, 1979/80 - 1989/90 

Crop Area Yields Product. Product. Imports Exports Stock Apparent 
'Year paddy milled Changes Cons. a/ 

(000 ha) (t/ha) (t (t (t (t) (t) M 

1977180 81.216 2.916 236,843 154,730 0 43,706 n.a. 111,024
 
1980/81 84.629 2.878 243,590 1599137 0 40.726 n.a. 118.411
 
1981/82 72,294 2.795 202,037 131,991 0 13.989 n.a. 118,002
 
1982/83 76.596 1.937 148,378 96,935 13,86B 202 n.a.. 110.601
 
1983 ;4 B81351 3.185 281,38B 183,831 11.289 15,500 n.a. 179,620
 
1984/85 72.335 3.079 222,740 145,516 0 43.855 n.a. 101,661
 
1985/86 72,319 3.375 244.,050 159,438 0 20,515 22,752 116,170
 
1986/87 60,323 3.064 184,811 120.737 0 0 6,570 114,167
 
1987/88 50,770 3.028 153,747 100.443 19,601 0 0 120,884
 
1968/89 58.352 3.521 205,464 134.230 38,667 0 36,895 136,002
 
1989/0 63,398 3.900 244,317 137.428 3 289 n.a. 137,717
 
1990/91 51.930 3.800 195.685 122.303 38 0 n.a. 122,341
 
.....................................................................................................
 

n.a. = not available
 
a/Eauivalent to proauction * imports - exports - stock changes.
 

Source: CNP
 

b. Production by Regions
 

Table R.2 shows, by means of the contribution of each region in
 
1988/89, the general importance of each in terms of rice
 
production. The principal producers, in order of importance, are
 
the North, Central and South Pacific regions, with a clear
 
predominance of the North Pacific (47% of total).
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Table R.2. Costa Rica: kegional situation of rice in1988/89
 

Region Froduc- Produc- W.oorts Total Percent- On Fare Deficit 
tion tion & invent Consuma- age consump­

(Daddy) (milled) changes tion on farm tion 
consump. 

It) It) (t t) (2) (t) t) 

Central 1,007 658 1,715 72,469 33.3 335 70,096 
Ctl Pac. 47.047 30.736 0 10.311 5.5 2.588 0 
N.Pac. 97.031 63.390 0 13,905 2.8 2,717 ( 
S.Fac. 42.230 27,589 0 17,614 8.7 3,674 0 
Northern 8.689 5.677 0 8.501 25.7 2,233 2.824 
Atlantic 9.548 6,238 0 13.202 5.2 496 69964 

Total 205.552 134.287 1,715 136.002 8.9 12.043 0 

Source: CNF. DGEC and Ministry of Healtn. 

c. Seasonality
 

Table R.3, which also presents the distribution of
 
production by regions in 1986/87, shows the seasonality of
 
production for that crop year. It shows that December is the
 
principal harvest month (with 37.4%), and that 83.7% of all rice
 
is produced during September-December. Thus, in this case, it is
 
clear that the harvest months are September, October, November
 
and December.
 

d. Type of Producers (Farm Size)
 

In 1984, 77% of all the rice was produced on farms of 100
 
hectares or more; farms of less than 10 hectares contributed only
 
4% (Table R.4). It is thus clear that in Costa Rica, rice is
 
produced on very large farms, and, according to Salazar (1988),
 
production is increasingly concentrating on these farms.
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Table R.3. Production of paddy rice by months and reoions. 1986/B7 It)
 

......................................------------------------------------------------------------


Month 	 Cen- Central hortn South Northern Atlantic Costa
 
tral Pacific Pacific Pacific Rica 1%)
 

AUG 0 0 0 8.166 U 0 8,166 4.4
 
SEP 0 19.160 0 7.205 651 5.236 32.252 17.5 
OCT 0 11,788 2.232 9.020 344 3,330 26.714 14.5 
NOV 0 b.460 14,082 2.233 0 3,597 26.372 14.3 
DEC 0 2.285 63,320 3,095 0 137 68.837 37.4 
JAN U 1.637 578 4.104 0 0 6.319 3.4 
FEb 0 287 50 0 0 156 493 0.3 
MAR 0 25 312 0 0 3,078 3.415 1.9
 
APR 0 227 678 0 0 2.687 3.592 2.0
 
MAI 0 0 5,657 0 0 21 5.67B 3.1
 
JUN 0 0 812 U 0 
 0 812 0.4
 
JUL 0 800 611 
 0 	 0 0 1.411 0.8
 

Total 0 42,669 86,332 33.823 995 18,242 184,061 100
 

Source: Department of Economic Studies. CNF.
 

e. Production Systems or Technological Levels
 

Because of its predominance and the difficulty to clearly

define the others, it is often said (Salazar, 1988) that rice is
 
produced in Costa Rica under only one technological level: the
 
mechanized. There are, however, two others, the semi-mechanized
 
and the "artesanal" or traditional. Table R.5, which illustrates
 
the relative importance of each technological level, shows that
 
more than 70% of production occurs under the mechanized
 
technology.
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Table R.4 Costa Rica: Rice production by fare size group in1984
 

............................................................................
 

Farm Production Prod. X of X of Z of 
size total farms marketed 
group (t) () area surplus 

Total 221.444 100.00
 
Small 4 21.5 1
 
1 - < 5 ha 3.845 1.74
 
5 - 10 ha 5,209 2.35
 
Medium 30 70.0 18 
10 - ( 50 ha 23,154 10.46 
5U - ( 100 ha 17,814 8.04 
Large 66 8.5 81 
100 - ( 500 ha 64.275 29.03 
500 & above 107,147 48.39 

Source: DGEC, 1984 Agricultural Census.
 

Table R.5 Relative importance of each technological level in
 
rice production in 1984
 

Technological Farm Size Area devoted % of Average yields 
level (ha) to rice farmers of paddy 

(ha) using (t/ha) 

Mechanized >200 >5.0 4 3.0 

Semi-mech. 50-200 5-10 17 2.2 

Artesanal 0-50 0.5-2.0 79 Not 
available 

Source: Salazar, 1988. 
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II. PRODUCTION INCENTIVES
 

f. Guaranteed Price
 

Table R.6 presents the guaranteed producer price fixed by

the government during the period 1979/80-1990/91, and Table R.7
 
presents the prices actually received by farmers and the
 
marketing margins between the farm and wholesale levels.
 
Differences between the price actually received by the producer
 
and the guaranteed price are due, on occasions, to the moisture
 
content and other quality characteristics of the product, and on
 
other occasions (1987-89), to supply and demand pressures in a
 
closed market without government purchases and sales'.
 

g. Credit
 

Rice production was financed with between 18 and 37% of
 
total agricultural credit and about 70% of all the credit
 
provided to basic grains during 1982-87 (Salazar). He pointed out
 
that about 72% of the total area planted was financed with credit
 
from the national banks during 1982-85. He also pointed out that
 
the amount per hectare increased considerably during the
 
eighties. Table R.8 presents total credit to rice production and
 
subsidy equivalent to producers for the period 1984/84-1990/91.
 

h. Traded Inputs
 

See Appendix A.
 

i. Income Tax
 

Rice producers are not exempt from income taxes.
 

j. Public Expenditures
 

Table R.9 presents public expenditures on rice research.
 
These are the expenditures of the Ministry of Agriculture only.

Data on the research expenditures of other institutions, like
 
CIAT, and on extension expenditures of the Ministry of
 
Agriculture were not available.
 

'In 1985, after the creation of the Rice Office, the
 

government ceased to buy and sell rice.
 

5
 



Table R.6. Dates of effect of guaranteed rice prices, 1979-1991 

Producer (Paddy Rice) 

Date 


8/80-10/80 

II/80-12/80 


1/81-2/81 


3/81-7/81 


8/81-10/81 


11/81-12181 


1/82-2/82 


3/82-6/82 


7/82 


8/82-12/92 


1/83-6/83 

7183-6184 


7/84 


8/84 


9/84-7/85 


8/5-10/87 

I1/87-12/87 


I/88-7/88 


818-6/03 


7/89-6/?0 


7/90-3/91 


4/91-6/91 


Price 


2,405 


2,527 


2,609 


2,935 


4,400 


4,750 


5,080 


5,760 


10,940 


10,270 


11,223 


12,182 


11,573 


11,862 

11,877 


14,130 


14,978
 

15,876
 

17,697
 

19,626
 

24,185
 

32,405
 

Wholesaler (Milled Rice) 
Date Price 

8B/0-10/80 4,262 

11/80-1/82 4,360 

2182-7/8 Free 

8182 12,891 

9/82-4/83 IB,922 

5/33-7/84 21,407 

8/84-2186 21,985 

3/86-5/86 24,257 

6/86-10/87 26,573 

11/87-12/87 28,259 

l/lB-8/8 29,760 

9/88-7/89 33,51B 

8/89-7/90 37,150 

8/90-3/91 49,080 

4/91-6/91 51,067 

7/91 70,103 
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Table R.7. Domestic prices and
 

marketing margins for rice
 

Whlsale Farm pr.
 
Crop inS.J. inS.J. Margin
 
Year C/t C/t C/t
 

1979/80 3,642 3,021 
 622
 
1980/81 4,252 4,196 56
 
1981/82 4,3i0 7,760 1,319
 
1982/83 18,410 16,587 1,823
 
1983/84 21,893 19,500 2,393
 
1984/85 21,980 18,522 3,458
 
1985/86 22,913 22,609 305
 
1986/87 26,573 22,609 3,964
 
1987/88 28,713 24,70B 4,005
 
1988/99 33,518 28,573 4,945
 
1989/90 37,151 32,011 5,140
 
1990/91 51,948 43,080 8,868
 

Wholesale weighted by length of period
 
during which they prevailed (see
 
listings). Prices for 1987/88, 88/89 and
 
89/90 taken from Stewart. Prices for
 
1979/80-1985/86 are from Ahmed et al.
 
Farm price are prices quoted as clean and
 
dry, San Jost of adjusted accordingly.
 
The same sources were used as for
 
wholesale prices. For 1981/82 margin, the
 
average 17% for the rest of the period
 
was applied. Conversion factor is0.625.
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!able R.8. Credit to rice producers. 1985-91
 

motal Interest Commercial Differ- Subsidy
 
credit rate b/ rate c/ ence Equiv. d/
 

Year (Mill Col) () () (Mill Cal)
 

1985 1.4b7 23.0 30.0 7.0 103
 
a/1986 1.205 20.5 28.0 7.5 90
 
a/1987 1.205 25. 29.0 3.5 42
 

1988 654 26.0 31.5 5.5 36
 
198? 1.450 27.0 31.0 4.0 58
 
1990 1.083 34.0 36.9 2.9 31
 
1991 1.369 37.0 39.8 2.8 38
 

ai For 1986 and 1987 we took averages of the others.
 
b/We took the rate reoorted by the Banco Nacional de Costa Rica
 

for agriculture (large producer case).
 
c/We used the rate quoted by the BNCR for "other activities'.
 
di We assumed that loans were for twelve months.
 

Source: National Bank of Costa Rica
 

Table R.9. Public expenditures on rice

production. 1985-91
 

Research
 
only
 

Year (Colons)
 

a/1985 1 442,645
 
a/198 1.586.90
 

1987 1.745,600
 

1988 2,130,000
 
1989 2,499,65u
 
1990 3,391,000
 
1991 4.522.000
 

a/	For 1985 and 198b we took 101
 
less than following year.
 

Source: Ministry of Agriculture
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III. MARKETING
 

A. DOMESTIC
 

k. Production and Consumption Centers
 

Table R.2 showed that the main producing centers are the
 
three regions along the Pacific Coast line, while the main
 
consuming center is the Central Region, which embodies about 70%
 
of total population. It is the region with the largest supply
 
deficit.
 

Table R.1O. CNP's participation inthe rice market,
 

1980-91
 
Agents and


1. Marketing 

Parastatal
 

Domestic Purchases Furchas/

Table R. 10 shows that Year production a/ Prod. 

after 1980/81 and until tons tons (z) 
1984/85 CNP purchased only
 
negligible amounts of all 198081 152,244 28.241 18.5 
rice produced in the 1981/82 126,273 10,072 8.0 
country, and beginning in 1982/83 92,733 4,852 5.2 
1985/86. when the Rice 1983/84 175,868 10,568 6.0 
Office (Oficina del Arroz) 1984185 139.213 3,989 2.9 
was created, its 1985/86 152.531 0 0.0 
participation came to a 1986/87 115,507 0 0.0 
halt. Today there is a high 1987/88 96,086 0 0.0 
level of vertical 1988/89 128.415 0 0.0 
integration of rice 1989/90 137,428 0 0.0 
production and milling. In 1990/91 122.303 0 0.0 
general the mills buy paddy 
rice from farmers, mill and Source: CNP 
stores it and sell to 
wholesalers and retailers. 
Figure 1 depicts the
 
marketing channels.
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Figure 1. Marketing Channel for rice
 

m. Transport
 

Although a large number of mills are located in producing
 
regions, a large proportion of domestic production is processed
 
in the Central Region (non-prcducing but principal consuming
 
center). Thus, a large proportion of rice is transported to the
 
Central Region before or after milling.
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n. Storage
 

This cost is borne mainly by the mills.
 

o. Price Controls (Wholesale)
 

The Ministry of Economy, in consultation with CNP at first
 
(until 1985) and later with the Rice Office, sets the official
 
wholesale and retail prices (or margins). Tables R.6 and R.7
 
provided details of the wholesale prices fixed during 1979/C­
1990/91.
 

p. Marketing Margins and Costs
 

The history of the margin fixed between the farm and wholesale
 
levels was presented in Table R.7 for 1979/80-19P0/91. Table
 
R.11 presents the makeup of the margin in 1991 (provided by the
 
mills).
 

B. INTERNATIONAL TRADE
 

q. Trade Generalities
 

Costa Rica went from being a net rice exporter in the 1970s
 
to a net importer in.the 1980s; exports occurred only in 1979/80
 
and 1981/82 (Table R.12). Rice was exported because, during the
 
1980-82 period, when the freed exchange rate was greatly
 
influenced by speculative forces and remained far from
 
equilibrium, exporters received prices, in colones, well above
 
the domestic wholesale price. When the price of the Col6n was
 
normalized in 1982/83, the country went back to importing rice.
 
In 1983/84 Costa Rica exported 15,000 tons of rice at U.S.$260/t
 
and imported 11,000 tons at U.S.$423/t, while the domestic
 
wholesale price stood at U.S.$502/t. During 1984/85 and 1985/86
 
rice was exported at U.S.$222 and U.S.$204/t, respectively, while
 
the domestic wholesale remained at U.S.$451 and U.S.$427/t,
 
respectively (Table R.13). During 1986/87-1989/90 no rice was
 
exported, and imports occurred in two crop years. This leads to
 
the conclusion that for the purposes of measuring protection,
 
Costa Rica should be considered an exporter during 1979/80­
1981/82 and a net importer of rice during the rest of the period,
 
since under border pricing farmers would have supplied
 
considerably less rice during 1984/85-1985/86, the years in which
 
some rice was exported.
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Table R.11. Rice: Composition of the margin 
between farm and wholesale 
(ex-mill price) 

Item Colones 

Cost of raw product 2,482.00 

Value of by products 114.03 

Net cost of input 2,367.97 

Labor 56.92 

Manufacturing expense 115.52 

Drying 0.00 

Milling 11.88 

Bagging 44.86 

Fumigation 1.98 

Insurance 10.54 

Sub-total 241.70 

Administrative expense 76.94 

Sales expense 37.84 

Financial expenses * 345.52 

Sub-total 460.30 

Total Cost 3.069.97 

Profits 163.47 

Cost + Profits 3.233.44 

Price Difference ** 8.67 

• 	 Using a 36.7% annual interest rate.
 

• 	 With respect to the prevailLg ex-mill price of
 
€3,224.77/qq
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Tanie k.12. Costa Rica: Ilmorts and exports of rice.
 

oeriod Jan/67 - DecIB9 

Date bestination Drigin 


lieu Nicaraoua ­

2/8(1 Cuoa ­

2180 Aeo. Donicana ­

4/80 Nicaraoua ­

4/80 Guatemala ­

./90 Cuba ­

6/e8u xico ­
6/60 Nicaragua ­
3180 Nicaragua ­
10180 Nicaragua ­
11/80 Nicaraaua ­
2/81 Ecuador ­
4/81 Nicaraoua ­
6/81 Mexico ­
7/81 Mexico ­
B/B1 Nicaragua ­
8/81 El Salvador ­
12/81 Mexico ­
1/82 Mexico ­
11/82 Panama ­

12,E? Panama 
1/3 Italy 
21/83 Panama ­

2/83 U.S.A. 
10/83 U.S.A. 
5/84 Mexico -

B84 Mexico ­

8/64 Santa Lucia ­
8/64 Trinidad & Tbbago ­
184 Trinidad & Tooaao ­

10/84 Trinidad & Tooaoo ­

10/84 Mexico -
II184 Trinidad & lobago ­

11184 Mexico -0,473 

31B6 Rep. Dominicana 
414 Peru ­

5188 - U.S.A. 
6/B - U.S.A. 
10/88 - U.S.A. 
3/81 - U.S.A. 

4/869 - U.S.A. 
51B9 - U.S.A. 

Source: Dept. of Economic Studies - C.N.F.
 

Voiume Price
 
Itons) (5/ton)
 

10,401 358
 
9.626 343
 

10 430
 
4,185 316
 
1.i40 318
 
3,168 343
 
10,276 	 499
 
4,000 540
 
1.660 502
 
1,552 502
 
1,768 502
 
9,994 469
 
10.444 500
 
10,276 	 49
 
5,013 499
 
3.229 	 415
 

300 500
 
4,460 499
 
6,000 499
 

92 455
 
92 455
 

4,052 0
 
i 455
 

9.816 361
 
11.289 423
 
15.500 260
 
20,914 221
 

190 241
 

208 242
 
451 241
 
903 241
 

10.472 	 221
 
241 241
 

221
 
10.023 229
 
10473 179
 

10.496 376
 
9.105 345
 
3.921 340
 
16.772 21
 

17.471 212
 
17.276 212
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During the period 
1984/85-1985/86 the 
international price of US
 
No .2, 4% broken was 

U. S. $365/t, 60 percent 

higher than the price 

received by Costa Rica. The 

grain was exported to 

Mexico, Trinidad and 
Tobago, Dominican Republic
 
end Peru, which implies 
that the freight rates
 
between the U.S. and all of 
these points, except
 
Mexico, must be similar or 
less than from Costa Rica,
 
in which case the export 
price re-eived by Costa
 
Rica should be similar to 
the FOB, Gulf price unless
 
the products in question 
are not good substitutes.
 
According to local experts, 
Costa Rican rice is
 
comparable to grades US 
No.3 up to US No.5 with 15 
to 20 percent broken and, 
thus, is a very imperfect
 
substitute for US No.2, 4% 
broken. The implication is
 
that the domestic price 
should be compared to the
 
international price of US 

No.5, 20% broken or similar 
products for border 
pricing. 

r. Ports of Origin and Entry
 

Table R.13. Domestic and trade rice prices, 
1979,60-1989/90 

Direc- Volume Trade Domestic 
Period tion of traded Price whsale price 

trade Tm /Tmn $/Tm 

79/80 ExP 43,706 407 447 

80/81 Exp 40,726 496 02 

81/82 Exp '3,989 480 n.a. 

82/63 lmp 9,816 361 475 

83/84 Exp 15,500 260 502 

83/84 Imp 11,289 423 502 

84/85 Exp 43,855 222 451 

85/86 Exp 20,515 204 427 

86/87 none 0 n.a. n.a. 

87/88 lop 19,601 362 416 

8889 lm 38,668 225 438 

89/90 none 0 n.a. n.a. 

n.a. = not applicable 
Source: CNF 

Table R.12 showed that the port of origin is US Gulf Ports.
 
The port of entry is Caldera on the Pacific Coast.
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s. Tariff and Other Barriers
 

Although tariffs on grain imports have existed at least
 
since the Protocol of San Jose went into effect in 1967, grain
 
trade has been influenced primarily by quantitative restrictions.
 
The CNP has a monopoly on grain trade, and it imports and exports
 
only in times of deficits and surpluses, and being state owned,
 
it is exempt from import or export duties. Thus, tariffs have
 
existed only in theory, and quantitative restrictions have
 
prevailed. In fact, the tariff regulation states that white maize
 
and bean imports pays a 30% duty, but if there is a shortage the
 
duty falls to only 1%. This regulation has also been valid for
 
rice.
 

t. Storage Requirements
 

Storage is estimated at about three months.
 

u. Local Charges
 

These include port charges, custom agents fees, financing,
 
grain loss, transport and administrative costs. Details of these
 
costs and the adjustments performed will be presented in the
 
methodology section.
 

IV. METHODOLOGY
 

Nominal Protection
 

International Price. The price used was US NQ5, 20% broken at 
Gulf Ports. For 1979/80-1981/82, the export years, we used the 
FOB, Caldera actually received by CNP. For 1982/83-1986/87 we 
used prices from IMF, IFS tapes for rice , US Gulf. The quality 
was not specified (Table R.14). 

Freight and Insurance. We used $25/t for all years.
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Table R.14. Monthly international rice prices,
 
US No.5, 20'%
broken at Gulf Ports
 

(Jan.BO - Dec.91; SiTo)
 

Month 1980 1983 1986 1989 

Jan 441 375 384 399 
Feb 485 364 386 399 
Mar 518 364 366 397 
Apr 529 364 351 403 
May 529 375 349 414 
Jun 485 386 351 419 
Jul 483 j86 322 423 
Aug 452 386 340 425 
Sep 452 386 328 349 
Oct 463 386 317 364 
Nov 540 386 311 353 
Dec 584 386 311 346 

Month 1981 1984 1987 1990 

Jan 595 386 306 342 
Feb 595 386 295 358 
Mar 606 386 295 358 
Apr 606 386 295 358 
May 617 386 295 290 
Jun 617 386 298 290 
Jul 617 386 295 280 
Aug 584 381 300 271 
Sep 551 377 313 260 
Oct 496 366 388 260 
Nov 470 366 395 0 
Dec 430 36b 406 283 

Month 1982 1985 1988 1991 

Jan 408 368 408 248 
Feb 386 375 439 272 
Mar 353 384 450 289 
Apr 348 381 445 306 
May 364 386 461 310 
Jun 359 386 448 315 
Jul 353 3B4 439 309 
Aug 364 381 439 294 
Sep 364 379 428 281 
Oct 364 381 408 311 
Nov 342 399 414 340 
Dec 397 386 399 ERR 

Rice prices from Oct.89 to Apr.90, are monthly
 
prices of Huston milled rice prices which are
 
comparable to U.S. 6ulf prices. Conversion
 
factor, 22.04. Prices for 11 & 12 1990 and 1991
 
are USDA's Meekly 6uide to Prices.
 
Sources: IMF, IFS Tapes.
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Local Import Costs. Port Charges. About 90% of the charges
 

assessed by the port authorities (INCOP) are expressed in US$/t;
 

thus, we used current charges (US$3/t) as a base to estimate the
 

charges in previous years (Table R.15). Custom Agent. This fee
 

was assessed at US$0.10/t for all years. Financing. We used the
 

commercial rate prevailing in each year, as reported by IMF, and
 

applied it to three months financing of the total CIF cost. Grain
 

Loss. Following grain importers estimates of loss per shipment,
 

we used 0.5% of the CIF cost in each year. Administrative. This
 

cost is estimated at US$0.50/t, as reported by CNP and one other
 

importer. Transport from Port. This is the transport cost from
 

Port Caldera to San Jose. For 1987-91, we used the actual rates
 

quoted by transport companies; and estimated the others using the
 

consumer price index to adjust the 1987/88 rate backwards to
 

1979/80. The numbers are within expected ranges.
 

Exchange Rate. We used the average rate for the importing months
 

(April-July). See Appendix table.
 

Storage Costs. Actual storage costs are reported for 1989/90 and
 

1990/91. These were then converted to dollar amounts, and applied
 

invariably to each year (US$4.2/t/month). Thus, the adjustment
 

was via the exchange rate applicable to each year.
 

Wholesale-Farmgate Margin. Wholesale prices correspond to those
 

reported by Ahmed et. al. for 1979/80-1985/86, and to the ones
 

reported by CNP for 1986/87, and by Stewart for 1987/88-1989/90.
 

For 1990/91 we estimated a weighted average of the prices set
 

during the entire crop year. The weights were the number of days
 

in which each price was in effect. For 1981/82, a year in which
 

the margin was negative, we used a margin of 17% of the farm
 

price (estimated from the rest of the data).
 

Domestic Farm Price. In principle we used the actual domestic
 

price paid to farmers placed in San Jos6. For the period 1979/80­

1985/86 we used the prices reported by Ahmed, et al. These prices
 
were adjusted by a factor reported by CNP to go from wet and
 

dirty to dry and clean grain. In the other years we used the
 

actual prices paid in San Jose for dry and clean grain, and,
 

thus, made no adjustment. The price reported for dry and clean
 

paddy rice was adjusted by a factor of 0.625 to obtain a
 

equivalent farm price for milled rice.
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!able k.15. Local charges applicable to grain imports, 1980-91
 

Finan- Grain Adamin- Sub Transport
Year Port Brokerage 
Charges fee cing loss istrative total to 5.3. Total 

(4/t)

(1) (2) (3) (4) (5) (6) (7) (a)
 

1980 25.80 0.86 70.00 1.75 4.30 102.71 93.65 196.36 

1981 54.32 1.61 179.60 4.49 9.05 249.27 128.20 377.47 

1982 114.58 3.82 366.65 9.17 19.10 513.31 243.49 756.80 

1983 121.55 4.05 326.17 8.15 20.26 480.18 322.9? 803.17 

1984 131.67 4.39 760.60 9.02 21.95 527.62 361.70 889.32 

1985 150.23 5.01 409.77 10.24 25.04 600.28 416.22 1,016.50 

1986 167.63 5.59 411.11 10.28 27.94 622.55 465.33 1,087.66 

1967 186.26 6.21 39.55 9.96 31.04 632.02 544.00 1,176.02 

198 227.08 7.57 716.18 17.90 37.85 1,006.58 652.00 1,658.58 

1989 244.36 8.15 716.80 17.92 40.73 1,027.95 652.00 1,679.95 

1990 266.82 8.89 577.29 14.43 44.47 911.90 870.00 1,781.90 

1991 476.21 12.22 806.47 20.16 61.11 1,376.17 883.61 2,259.78 

11 Includes all services from INCOP at port; 96% of these are in$ amounts per ton.
 

This amount (US13/t) was used for 1980-90. 

2/Custom agency's fee, US.$.10/t 
3/ Based on 8Z annual rate on CIF costs for three months 

4/ Estimated at 0.5% of grain or 0.5Z of CIF.
 
5/ Flat US$0.50 per ton
 
7/ From 19SC-86 adjusted by consumer price index, using 1987 as a base. Indexes from IMF.
 

Effective Protrction
 

In order to estimate the EPCs we used detailed cost of
 
production figures reported by the Banco Nacional for the
 
mechanized production system only. Prices of traded inputs were
 
adjusted according to the tariff levels prevailing in each year
 
(see Appendix A). The prices of machinery services were adjusted
 
as follows:
 

Unit Value*13,000 = total domestic value (TDV)
 
TDV*(1/I+MM) = CIF + tariff
 

Remove tariff by multiplying by (1/1+t)
 
Add marketing costs by multiplying by (1+MM)
 
Then divide by 13,000 to obtain border value per hour.
 
In sum, BUV = (U.V*(1/I+MM)*(1/1+t)*(1+MM) = UIV*(1/1+t)
 

Where BUV = Border Unit Value
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Table R.16 presents a summary of the costs of traded inputs,
 
at domestic and border prices, for 1981-1991.
 

Table R.16. Summary of 
cost of 

traded inputs 

Producer Subsidy Equivalent at domestic and 
border prices, 

This index includes three 1961-91 
types of subsidy: from the (%It) 
marketing system or pricing policy, 
from subsidized interest rates and 
from government expenditures on At At 
research and extension. For the Year domestic border 
first category we multiplied the ---------------------------­

quantities produced by the 1981 2,779 2,557 
difference between the domestic and 1982 6,690 6,141 
border prices. In order to obtain 1983 6,395 5,916 
the credit subsidy, we multiplied 1984 n.a. n.a. 
the difference between the interest 1985 11,340 B,488 
rates for commercial activities and 1986 11,496 10,234 
those paid by large farmers times 1987 10,390 9,177 
the total amount of credit provided 1986 11,534 10,461 
per year. Since the data was 1989 13,575 12,010 
reported as cumulative amounts lent 1990 16,370 14,522
 
throughout the year, we used one 1991 23,146 20,E76
 
year as the duration of the loan. 

In reality it might have been loan n.a. = not available 
for four months repeated several 
times throughout the year. The 
effect is the same. 

Consumer Subsidv Egulvalent 

In this index we included only the pricing policy effect. We
 
multiplied the difference between domestic prices paid at the
 
wholesale level and border equivalent times total yearly
 
consumption.
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V. INDICES
 

Nominal protection coefficients are presented in Table R.17.
 
Effective protection coefficients are presented in Table R.18;
 
Producer Subsidy Equivalent in Table R.19; and the Consumer
 
Subsidy Equivalent in Table R.20.
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- -- -- -- -- -- -- -- -- -- -- - --- - --- - -- -- -- -- - -- -------------------------------------------------------------------------------------

Table R.17. Nominal Proteccion Coefficients for rice
 

1979/0 19B0/81 1981/82 1982/83 
 1983/84 1984/85 1985186 1986187 1987/88 1988/89 1989190 
1990/91
 
FOB price for USIS,201 broken at Gulf Ports

CIF Port of Caldera in dollars per ton 

- - - 378 386 384 343 296 448 415 305 310 aFreight rate to Port Caldera, Costa Rica 25 
 49625 48025 25
403 41125 25

407 

409 36825 32125 25 44025 20
473 
 325 33020 b
c~a~b
 

Average market exchange rate import months 
 9 18 38 41 
 44 50 
 56 62 76 
 81 
 89 122 d

CIF Port of Caldera incolones per ton 
 3,500 8,980 18,332 16,309 18,030 20,488
Local charges other than transport cost 20,556 19,927 35,809 35,840 28,864
103 249 513 480 40,323 e~tld
Transport cost to San Jose 528 600 
 623 632 1,007 1,028 912
196 377 1,376 f
757 803 
 889 1,017 1,088 1,176 1,659 1,680 
 1,782 2,260

Border price San Jose at wholesale level 

9
 
3,201 6,353 17,062 17,592 19,447 22,105 
 22,266 21,735 
 38,474
Storage costs for three months (at *3/moth) 108 38,548 31,558 43,95? heft+g
228 481 510
Estimated marketing margin indomestic market 

553 631 704 782 954 
 1,026 1,121
622 1,540
56 1,319 1,823 2,393 
 3,458 305 
 3,964 4,005 4,945 5,140 
 8,868 j
Border price inSan Jose at farm level (C/t) 
 2,580 8,297 15,743 15,259 16,501 18,016 
 21,257 16,989 33,515 32,577 25,298 33,551 
 t:h-i-j

Domestic fare price in
san Jose (C/t) 
 3,021 4,196 7,760 
16,587 19,500 18,522 22,609 22,609 
 24,708 28,573 32,011 43,080 
 1
N.C equivalent to (domestic farm/border farm) 1.17 0.51 
 0.49 1.09 1.18 
 1.03 1.06 
 1.33 0.74 
 0.88 1.27 
 1.28 I/k
 

Costa Rica was considered an exporter during 1979/80-1961/82, owing to the
circumstances of those years.
 



-----------------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------- 
-------------------------------------------------------------------

Table R.18. Effective Proteccion Coefficients for rice
 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 
 1990 1991
 
Domestic farm price inSan Jose(CIt) 3,021 4,196 7,1760 16,5B7 19,500 18,522 22,609 22,609 24,708 28,573 32,011 
 43,080 I
Traded inputs at domestic prices 
 2,779 6,690 6,395 ERR 11,340 11,496 10,300 11,534 13,575 16,370 23,146
Value added at domestic prices 
 1,416 1,070 10,192 19,500 7,182 11,112 12,219 13,174 14,998 
 15,641 19,934
 

Border price inSan Jose at fare level 
(Ct) 2,50 8,297 15,743 15,259 16,501 18,016 21,257 16,989 33,515 
 32,577 25,298 33,551
Traded inputs at border prices 
 2,557 6,141 5,91A ERR 10,488 10,234 9,177 10,461 12,010 14,522 20,876
Value added at border prices 
 5,740 9,602 9,343 16,501 7,527 11,023 7,812 23,054 20,567 
 10,775 12,675
 

EPC (domestic value added over border value added) 
 0.25 0.11 1.09 ERR 0.95 
 1.01 1.56 0.57 0.73 1.45 1.57
 



1abie k.li. hice: Producer Subsiav Eauivalent. 1984165-1990/91
 

Market Credit Public Total Percent 
Crop interv. policy Expend. subsidy subsidy 
Year Mill C Mill C Mill C Mill C ZI) 

1964/85 73.59 102.67 1.44 177.70 6.59 
1985/86 215.46 90.35 1.59 307.39 8.53 
1996/87 678.52 42.16 1.75 722.43 26.47 
1987/8 -884.64 35.97 2.13 -846.55 -34.11 
196B189 -537.42 58.02 2.50 -476.90 -12.43 
1989/90 922.62 31.41 3.39 34.80 21.76 
1990/91 1,165.37 37.65 4.52 1,207.55 22.92 

Table R.20. Rice: Consumer Subsidy Equivalent, 1984/85-1990/91
 

Oomest Border Subsidy Percent 
Crop WhIsale WhIsale Consum equiv. subsidy 
Year price price tons Mill C (1) 

1984/85 21.980 22,105 101,6b1 12.73 0.57
 
1985/B6 22,913 22,266 116,170 -75.15 -2.82
 
1986187 26.573 21,735 114,167 -552.29 -18.20
 
19B7/88 2.713 38.474 12C.B84 1179.96 34.00
 
19868/9 Zj.5 18 38,548 136,002 684.09 15.01
 
19B9190 37.151 31,558 137,142 -776.04 -15.05
 
1990191 51,948 43,959 122.341 -97.8 -15.38
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I. PRODUCTION
 

a. Area, Production, Yields
 

Table B.A presents area, production, yields of beans for the
 
period 1979/80-1990/91.
 

Table 8.1. Costa Rica: Production and consumotion of beans, 1979/80-1990191
 

Stock Apparent 
Crop Area Yields Production Iports Exports Changes Cons.a/ 
Year (000 ha) (t/ha) (t) (t (t) ( (t) 

1979/80 24,694 0.46 11,504 9,379 0 n.a. 20,963
 
In.a.
 

1980/81 23,681 0.52 12,289 2.456 0 n.a. 14,745
 
n.a.
 

1981/82 35,507 0.46 16,312 23,437 0 n.a. 39,749
 
n.a.
 

1982/83 39,120 0.37 14,632 0 0 n.a. 14,632
 
n:a.
 

1983/84 41,631 0.50 20.780 13,612 0 n.a. 34,392
 
n.a.
 

1984/85 43,279 0.53 22,893 0 0 n.a. 22,893
 

1985/86 48,271 0.60 28,992 0 0 0 35,837
 

1986/67 56,489 0.57 32,186 0 11,177 980 20,029
 

1987/8B 48.479 0.47 22,803 0 8,725 (15.922) 30,000
 

1988/89 48,701 0.56 27,265 7,571 0 4,836 30,000
 

1989/90 63,664 0.54 34.,25 7,382 2,813 n.a. 38,827
 

1990/91 69,560 0.49 34.267 6,079 0 n.a. 40,346
 
- - -- - - ---------------------------..... . -.-- - - - - - - .. .----. . . .. -.-------------------------­

a/Eouivalent to oroduction + imports - exports - stock changes.
 
b/1988/B9 figures corrected by the authors.
 
n.a. = not available,
 
Note: Inventory cnanges refers only to CNPs, and isnot accurate.
 

Source: CNP
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b. Production by Regions
 

Table B.2, by means of the 1988/89 production pattern,
 
illustrates the regional distribution of bean production in Costa
 
Rica. It should 1-e noted that this is the general pattern that
 
prevailed during; the period of interest. As shown by the table,
 
the South Pacific and Northern are the main bean producing
 
regions, together accounting for 68% of the total in 1988/89.
 

Table B.2. Costa Rica: Regional situation of beans in1988/9
 

Produc- Imports Total On farm Deficit 
tion I invent. consulp- consump­

changes tion tion 
Region t t t t 

Central 2,818 2,735 15,454 1,437 9,901
 
Ctl Pacif 1,525 0 2,142 737 617
 
N.Pacif. 4,044 0 3,102 1,808 -942
 
S.Pacif. 10,948 0 4,040 3,208 -6,908
 
Northern 7,563 0 2,866 2,866 -4,697
 
Atlantic 367 2,396 229 2,029
 
Total 27,265 2,735 30,000 10,285 0
 

Since on-fars consumption was higher than total consumption
 
inthe Northern region, we made thee equal by subtracting the
 
difference fr~a the Central Region's consumption.
 

Source: CNP.
 

c. Seasonality
 

Table B.3 shows, via the production pattern of 1986/87, that
 
bean production is concentrated in the period January-April, and
 
that these are the relevant harvesting months for the study, not
 
September-February.
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--------------------------------- ----------------------------------------------------

------------------------------------------------------------------------------------

------------------------------------------------------- ----------------------------

Table B.3. Production of beans, by months and regions, in1986/87
 
(tons)
 

Costa Proportion
Central North South 


Central Pacific Pacific Pacific Northern Atlantic Rica (%)
Months 


AUG 191 126 0 2,745 0 0 3,062 9.B
 

SEF 445 0 0 1.079 0 0 1,524 4.9
 
0 0 0.0
OCT 0 0 0 0 0 


0 0 0.0
NOV 0 0 0 0 0 

2,457 IBB 0 0 2,810 9.0
DEC 0 165 

JAN 1,620 1,145 530 3.021 0 0 6,316 20.3 

FEB 281 1,041 632 4,264 0 0 6,23B 20.0 

MAR 108 1B3 3,670 1,437 2,18B 291 7,877 25.3 

151 56 2,173 110 803 49 3,342 10.7
APR 

0 0 0.0
MAY 0 0 0 0 0 


0 0 0.0
JUN 0 0 0 0 0 

0 0 0 0 0 0.0
JUL 0 0 


Total 2,796 2,716 9,462 12,864 2,991 340 31,169 100
 

Note: Production figures for Upala, which isconsidered Northern, were included.
 
inthe North Pacific.
 

Source: Department of Economic Studies, CNP.
 

d. Type of Producers
 

According to the 1984 Agricultural Census, 85% of the farms
 

producing beans were of 50 hectares or less (up from 75% in
 

1973), and they contributed 69% of total production (Table B.4).
 

Medium and large scale farms (15% of total) contributed only 30%
 

of total production. In 1984, also, 50% of the farmers (12,735)
 

planted, on average, less than 1 hectare (0.42 ha) of beans and
 

sold very little of their product. It is clear that although
 

large farms produced increasingly more beans during the 80s, the
 

activity is concentrated on very small farms.
 

e. Production Systems or Technological Levels
 

Beans are produced under three levels of technology or
 

production systems: semi-mechanized, espeque (using a planting
 

stick) and "tapado", where seeds are only covered by cut shrubs.
 

The semi-mechanized is employed on the larger farms (100 ha or
 

more), while the "espeque", which is very labor intensive (labor
 

is 65% of total cost), is utilized on farms of 5 hectares or less
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(where 50% of production is
 
consumed on the farms). "Frijol 
tapado" is a system in which 
farmers spread the seeds in a
 
bushy field and later cut the 

bush, thus covering and leaving 
the seeds for germination. Almost 

no traded input is used (only 

snail killer). This system is 
employed on medium size farms
 
where 1.5 to 2.6 hectares are 

planted to beans. lields are 
about 0.4 t/ha, and about 40% of 
production is retained for on-
farm consumption. About 65% of 
the total is produced under this 
technology, which is employed by 

about 	69% of all bean producers 
production.
 

Table B.4. 	 Costa Rica: Dean production by 
fare size in 1984 

Farm Production Proportion 
size (t (1) 

Total 17,003 100.00 

i to < 5 ha 3,292 19.36 
5 to ( 10 ha 1,843 10.84 
10 to ( 50 ha 6,719 39.52 
50 to < 100 ha 2,498 14.69 
100 to ( 500 ha 2,142 12.60 
hore than 500 509 2.99 

Source: 19B4 Agricultural Census 

II. PRODUCTION INCENTIVES
 

f. Guaranteed Price
 

A guaranteed minimum price, which is paid and enforced by 
the CNP (Tables B.5 and B.6) is announced by the government, 
usually before the planting season; Saenz (1990) points out, 
however, that this price is of little importance to most farmers, 
because of the small portion of total farm devoted to beans and 
the large proportion of beans consumed on the farm. He states 
that, in 1984, 50% of the farmers derived a yearly income of only 
04,000 (US.$84) from beans, and that for the producers, a 20% 
increase in the farm price triggered an increase in yearly income 
of only 0592 (US.$12). 
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Table B.5. Guaranteed producer and wholesale bean prices,
 
1980-1991
 

Producer 


Date /t 


1/80-11/80 6,196 


12/80-2/81 6,696 


3/81-7/81 9,348 


8/81-10/81 11,500 


11/81 13,000 


12/81-2/82 15,000 


3/82-7/82 20,000 


8/82-11/82 24,697 


12/82-6/83 28,740 


7/83 33,435 


8/83-8/85 33,445
 

9/85-12/86 42,103
 

1/87-6/87 37,893
 

7/87-12/88 35,788
 

1/89-2/89 37,211
 

3/89-7/89 42,630
 

8/89-12/90 50,000
 

1/91-6/91 62,588
 

7/91 70,327
 

g. Credit
 

Table B.7 shows the 


F
 

Date 


2/80-2/82 


3/82-4/82 


5/82-9/82 


10/82-4/84 


5/84-12/84 


1/85-5/86 


6/86-1/87 


2/87-12/88 


1/89-10/90 


11/90 


Wholesale
 

¢t
 

6,334
 

16,000
 

21,000
 

24,697
 

29,571
 

31,760
 

42,220
 

38,000
 

42,185
 

63,003
 

amount of credit received by bean
 
producer during 1985-91 and the implicit subsidy obtained through
 
reduced interest ratea. It should be noted that the public banks
 
charges small farmers a rate well below those paid by large
 
farmers and other users of credit, as shown in the table.
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h. Traded Inputs
 
Table B.6. Domestic bean prices
 

See Appendix A. and marketing margins
 
(1979/80-1990/91)
 

i. Income Tax ------------------------------------------

WhIsale Farm price
 

Producers are not exempted in S.J. inS.J. Margin 
from income tax. Year CIt CIt CIt 

1979/80 5,516 6,220 622
 

J. Public Expenditures 1990/81 6,330 8,580 95B 
1981/82 10,637 17,690 1,769 

Table B.8 presents estimates 1982183 23,946 28,540 2,9854 
of public expenditures on 1983/84 25,525 32,580 3,258 
research and extension of beans. 1984/U5 30,590 33,480 3,348 

1985/86 32,602 40,850 4,085 
1986/87 40,462 30,908 3,881 
1987/88 39,000 35,560 3,556 
1988/99 40,441 48,068 4,807 
1989/90 45,873 46,996 4,690 
1990/91 53,756 50,002 5,000 

Wholesale prices are weighted averages,
 
inwhich the weights are the number
 
of days during which they prevailed.
 
See Table 8.5.
 
Farm price are those paid for clean
 
and dry inSan Jose or adjusted
 
accordingly.
 

Since most of the margins were negative,
 
an average margin of 10Z above farm
 
price, obtained for the 4 years during
 
which wholesale was higher, was
 
applied to the rest of the years.
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Table B.7. Credit to bean producers, 1905-91
 

Total Interest Commercial Differ- Suosidy 
credit rate b/ rate c/ enceEquivalent d/ 

Year (000 Col) (2) (Z) (Colones) 

1985 36.156 12.0 30.0 18.0 6,506,080 
a/1986 18,737 15.0 28.0 13.0 2.435.810 
a/1987 46,737 15.0 29.0 14.0 6,823,114 

198B 10,998 15.0 31.5 16.5 1.814,637 
1989 19,649 15.0 31.0 16.0 3,143,760 
1990 88.207 15.0 36.9 21.9 19,317,224 
1991 126,144 17.6 39.8 22.0 28,127,564 

a/For 1986 and 1987 we took averaoes of the other, excluding 1990.
 
b/We took the rate reported by the Banco Nacional de Costa Rica
 

for agriculture (the small producer case).
 
c/We used the rate quoted by the BNCR for 'other activities'.
 
d/We assumed that loans were for twelve months.
 

Source: Banco Nacional de Costa Rica
 

1able .8.Public expenditures onbeans
 
i.oductiol, 1985-91
 

Reseirch
 

only
 
Year (Colons)
 
----- 1,..-- .- ...-­......270,4 .... 


a/19865 1,270,400
 
a/1966 1,170,400
 

1987 1,270,400
 
198P 2,640,950
 
1989 3,067.950
 
1990 2,644,700
 
1991 4,174,000
 

a/Eixpeniture OR research ii190 aid 1986
 
assumed to betanal to that of 1907.
 

Socrce: Klnstry of Aqriculture
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III. MARKETING
 

A. DOMESTIC
 

k. Production and Consumption Centers
 

Table B.2 clearly indicated that the main producing centers
 
are the South Pacific and Northern regions and that the main
 
consuming center is the Central Region because of its population
 
concentration.
 

1. Marketing Agents and Parastatal
 

Table B.9 showb that CNP
 
purchased between 21 and 92% of Table B.9. Costa Rica: CNPs participation
 
production (marketable surplus) in the bean martit. 1900-91
 
during 1980/81-1990/91 and that
 
in most years it purchased more
 
than 50%. Given the high levels ------------------------------------------­
of on-farm consumption, it is Crop Domestic Purchases Purchas/
 
fair to say that the private year Product. a/ Prod.
 
sector do not intervene in bean t t (1)
 
marketing between the farm and ------------------------------------------­
wholesale levels. It does,
 
however, participate actively in 1980181 12,289 8,900 72.4
 
bean wholesaling and retailing. 1981182 16,312 3,419 21.0
 
Figure 1 depicts the marketing 1982/83 14,32 9,447 65.8
 
channels. 	 1983184 20,780 17,034 82.0
 

1984185 22,893 12,267 53.6
 
1985186 28.992 26,825 92.5
 

m. 	 Transport 1986/7 32,186 19,864 61.7
 
1987/88 22,803 14,100 61.8
 

Since bean prices are 196a/89 22.456 10,923 46.6
 
normally set in reference to 1989/90 34,106 n.a. n.a.
 
locations in San Josd, transport 1;90/91 n.. n.a. n.a.
 
costs from farm to market is 
incurred by the farmer. When n.a. not available 
.importing, the transport cost Source: CNP 
from the port is borne by the 
CNP.
 

n. Storage
 

Storage costs are incurred principally by CNP. These costs
 
were estimated at about US$5/t during 1988-90, and because of the
 
accelerated devaluation of the col6n, about US$3/t in 1991.
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o. Price Controls
 

Prices are fixed also dt the wholesale and retail levels, as
 
shown in Table B.5, and are enforced through CNP's participation
 
at all levelL of the marketing chain.
 

Producers 

CNP 

WholZsalers 

Retailers 

C 
0 
n 

s 
u 

m 
e 
r 
s 

Figure B.1. Marketing channel for beans 
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p. Marketing Margins and Costs
 

Table B.6 presented the marketing margins fixed by the
 
government and the margins actually used in the estimation of the
 
protection coefficients.
 

B. INTERNATIONAL TRADE
 

q. Trade Generalities
 

Table B.10 shows that Costa Rica imported and exported beans
 
during the period 1980-1991, and Table B.1 showed that the
 
country was essentially a bean importer during the period 
1979/80-1990/91; total imports amounted to 55,347 tons, while 
total exports were 20,398 tons. 

r. Ports of Origin and Entry
 

Table B.1O shows that bean was imported from the rest of
 
Central America, Mexico, Chile, Argentina and the USA, with a
 
clear predominance of USA and Chile; while exports went
 
predcminantly to Central America. The port of entry to Costa
 
Rica, for all grains, is Caldera, on the pacific coast.
 

s. Tariffs and Other Barriers
 

Although tariffs on grain imports have existed at least
 
since the Protocol of San Jose went into effect in 1967, grain
 
trade has been influenced primarily by quantitative restrictions.
 
The CNP has a monopoly on grain trade, and it imports and exports
 
only in times of deficits and surpluses, and being state owned,
 
it is exempt from the import or export duties. Thus, tariffs have
 
existed only in theory, and quantitative restrictions have
 
prevailed. In fact, the tariff regulation states that white maize
 
and bean imports pays a 30% duty, but if there is a shortage the
 
duty falls to only 1%.
 

t. Storage Requirements
 

Imported beans are stored by CNP in a cool climate
 
(Cartago), under essentially natural conditions. Average storage
 
period is about 4 months.
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Table B.10. Costa Rica: lmporth And Exports of beans, period 130-3/90
 

Date Lestina- Origin Volume Price Date Destina- Origin Volume Price 
tion (tons) (S/ton; I tion (tons) (S/ton) 

3/90 - Chile 467 725 xxx 1/99 - Nicaragua 230 759 
3/80 Argentina 1,646 760 xxx 2189 - Guatemala 166 711 
4/80 - Chile 700 765 xxx 2/89 - Mexico 99 585 
5/80 - Chile 700 765 xxx 2/B9 - Argentina 2,199 720 
6/0 - Chile 1,908 765 xxx 2/89 - U.S.A. 1,371 672 
7/80 - hile 2,497 756 xxx 4/69 - U.S.A. 696 .872 
9/0 - U.S.A. 390 760 xxx 5/89 - Nicaragua 415 n.d. 
1/81 - Chile 261 900 xxx 5/89 - Guatemala 166 764 
3/81 - hile 750 900 xxx 6/89 Guatemala 145 764 
7/81 - Chile 1,055 970 xxx 7/89 - Chile 1,900 876 
8(8i - Chile 1,055 995 xxx 7/89 - Guatemala 165 764 
9/01 - Chile 1,055 970 xxx B/89 - Guatemala 104 750 
9/81 - Honduras 1,100 832 xxx 9/89 - Guatemala 80 972 
10/81 - Honduras 1,200 819 xxx 10/89 - Guatemala 8u 750 
11/81 - Argentina 2,157 800 xxx 11/89 - Honduras 185 750 
12/81 - Argentina 1,857 656 xxx 12/69 - Honduras 373 750 
2/82 - Honduras 975 623 xxx 12/B9 - Honduras 20 577 
2/B2 - U.S.A. 2,088 555 xxx 3/90 U.S.A. - 496 n.d. 
2/82 - El Salvad 1,000 735 xxx 
4/82 - U.S.A. 5,450 498 xxx 
5/82 - U.S.A. 5,500 464 xxx 
10/83 - U.S.A. 3,413 659 xxx 
10/83 - Honduras 40 548 xxx TOTALS FOR THE PERIOD 
11183 - Nicaragua 107 548 xxx -----------------------------------------­
12/83 - Guatemala 506 528 xxx 
1/84 - Honduras 164 548 xxx Volume from C.America 8,116 
2/84 - Guatemala 7S4 536 xxx (Imports) Nexico 8,506 
4/B4 - Guatemp:a 106 528 xxx Chile 12,348 
5184 - Guatemala 85 528 xxx Argentina 7,859 
6/84 - Mexico 8,407 353 xxx U.S.A 18,518 
9/86 Brasil - 7,350 260 xxx Total 55,347 
10/86 C.America - 3,777 301 xxx 
10/86 El Salvado - 50 n.d. xxx Volume to C.America 10,352 
1/88 Nicaragua - 295 315 xxx Mexico 0 
1/8B El Salvado - 5,000 250 xxx Chile 2,200 
1/88 Guatemala - 1,000 240 xxx U.S.A 496 
6/B8 
7/88 

El Salvado 
Chile 

-
-

230 
2,200 

n.d. 
n.d. 

xxx 
xxx 

Brazil 
Total 

7,350 
20,396 

I FM for exports and CIF for imports 

1.1
 



----------------------------------------------------------------------

---------------------------------------------------------------------

---------------------------------------------------------------------

IV. METHODOLOGY
 

Nominal Protection
 

International Price. Black beans is a staple in Costa Rica with
 

annual consumption of 25 to 30 thousand tons. Unlike most of
 

Costa Ricans prefer blank over red beans, and
Central America, 

dislike the red beans imported from the U.S., especially the
 

pinto beans which swells more than the locally grown.
 
As pointed out earlier, Costa Rica is a net importer of
 

beans, with the larger quantities being provided by the U.S. and
 

Chile. Countries in Central America supply residual amounts when
 
the fact that Guatemala is the
necessary. This is due in part to 


only other country in the region that produces black beans
 

(preferred by Costa Ricans) in significant quantities. Costa Rica
 

also exported beans in 1986/87 and 1987/88, but at prices well
 

below the domestic wholesale price.
 
Based on these considerations, the price of black beans in
 

Argentina was chosen as the international reference price for
 

border pricing of beans in Costa Rica (Table B.11). We used the
 

price of black beans, Argentina, reported by the World Bank. For
 

1979/80-1982/83 we used the prices (CIF, Caldera) actually paid
 

by the CNP, since there were no quotes on the World Bank list.
 

Table B.11. Monthly international bean prices, black, Argentina 
(Jan.80 - Dec.91; S/t) 

fl.rnth 1984 1985 1986 1987 19BB 1989 1990 1991
 

jar, 480 470 465 350 275 670 735 n.a. 
Feb 480 470 465 350 275 670 735 n.j. 
Mar 490 470 465 350 275 670 735 n.a. 
Apr 480 470 465 350 275 670 725 n.a. 
May 480 430 465 350 285 670 725 n.a. 
Jun 458 430 440 310 315 700 725 n.a. 
Jul 4.6 430 440 310 340 770 800 n.a. 
Aug 45E 450 400 310 420 880 990 n.a. 
Sep 510 450 400 275 500 910 850 n.a. 
Oct 490 465 350 275 670 910 750 n.a. 
Nov 470 465 350 275 670 800 n.a. 310 
Dec 470 465 350 275 670 750 n.a. 310 

Sources: IMF, IFS Tapes
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Freight and Insurance. Current freight rates are estimated by two

import agencies in the country at US$75/t. They claim 
that these
 
rates are good for the past three to four years. Yet we chose to
 
use US$75/t as a benchmark 
figure and adjust it according to

world inflation rate to obtain estimates for 
the previous years.

The index of petroleum prices was 
tried, but the results were
 
nonsensical.
 

Local Import Costs. PJo/t_ About 90% of 
the charges

assessed 
by the port authorities (INCOP) are expressed in US$/t;

thus, we used current charges (US$3/t) as a base to estimate the

charges in previous years (Table B.12). Custom Apent. 
This fee
 was assessed at US$0.10/t for all years. Financing. We used the
 
commercial rate prevailing in each year, as reported by 
IMF, and

applied it to three months financing of the total CIF cost. Grain
 
Los. Following grain importers estimates of 
 loss per shipment,
we used 0.5% of the CIF 
cost in each year. Admini satiy_. This
 
cost is estimated at US$0.50/t, as reported by CNP and one 
 other
 
importer. Transport from Port. 
This is the transport cost from

Port Caldera to San Jose. For 1987-91, we used the actual rates
 
quoted by transport companies; and estimated the others using the
 
consumer price index 
to adjust the 1987/88 rate backwards to

1979/80. The numbers are within expected ranges.
 

Exchange Rate. The 
rates used for estimating protection

coefficients are aver-ages 
of the rates for the appropriate

importing months. These 
were taken from the monthly exchange

rates reported by the Central Bank (See Appendix tables).
 

Storage Costs. Actual storage costs are reported for 1989/90 and

1990/21. These were then converted to dollar amounts, and applied

invariably to each year (US$4.2/t/month). Thus, the adjustment
 
was via the exchange rate applicable to each year.
 

Wholesale -r- rarmgate Margin. This 
margin was estimated on the
 
basis of prices fixed or that prevailed at each level. In many

instances the margin was negative, because the 
 CNP fixed the

wholesale price below farm prices. Because of this, we decided to
 
average the positive margins and apply 
them to the other years
 
(See Table B.6).
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Table 8.1. Local charges applicable to bean imports, 1980-91
 

Vear Fort brokerage Finan- Grain Adminis- Sub Transport
 

Charges fee cing loss trative total to S.J. Total
 

(4/0
 
1/ 2/ 3/ 4/ 5/ 6/ (8)
 

1980 29.56 0.9k 149.47 3.74 4.93 188.67 93.65 282.32
 

1981 74.63 2.49 -65.69 11.64 12.44 566.90 128.20 695.09
 

1982 118.45 647.24 19.74 B05.56 243.49
3.95 16.18 1,049.05
 

1983 124.25 4.14 445.16 11.13 20.71 605.39 322.99 928.38
 

136.41 4.55 451.54 12.29 22.74 667.52 361.70 1,029.21
19E4 

1985 156.24 5.21 542.02 13.55 26.04 743.05 
 416.22 1,159.27
 

1986 172.33 5.74 525.88 13.15 28.72 745.83 465.33 1,211.16
 

1987 194.87 6.50 472.89 11.82 32.48 718.57 544.00 1,262.57
 

1988 233.88 7.80 927.72 23.19 38.98 1,231.57 652.00 1,883.57
 

1989 24%19 8.31 1,543.33 38.58 41.53 1,880.94 652.00 2,532.94
 

1990 286.33 9.54 1,760.90 44.02 47.72 2,148.52 870.00 3,018.52
 
1991 476.21 13.05 1,004.74 25.12 65.24 1,584.36 943,41 2,527.76
 

1/Includes all services from INCOP at part; 961 of thes2 are indollars per ton.
 

This cost (US$3/t) was used for 18O-90. 
2/Custom agency's fee, US.$0.10/t 
31 Eased on 8Z annual rate on CIF costs for three months 

4/Estimated at 0.5% of grain or 0.51 of CIF. 
51 Flat USSO.50 per ton
 

71/FroL 1;60-86 adjusted by cr,-%:,,r price index, using 1987 as a base. Indexes from IMF.
 

Domestic Farm Price. In pririiple we used the actual domestic
 
prici paid to farmers placed .n San Jos6. For the period 1979/80­
1985/86 we used the prices reported by Ahmed, et al. These prices
 
were adjusted by a factor reported by CNP to go from wet and
 

dirty to dry and clean grain. In the other years we used the
 
actual prices paid in San Jos6 for dry and clean grain, and,
 
thus, made no adjustment.
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Effective Protection
 

In order to estimate the EPCs we used detailed cost of
 
production figures reported by the Banco Nacional for two
 
production systems: semi-mechanized and beans planted with a
 
stick (espeque). The prices of traded inputs were adjusted

according to the tariff levels prevailing in each year (see

Appendix A). The prices of machinery services were adjusted as
 
follows:
 

Unit Value*13,000 = total domestic value (TDV)
 
TDV:y(1/1+MM) = CIF + tariff 

Remove tariff by multiplying by (1/1+t) 
Add marketing costs by multiplying by (1+MM) 
Then divide by 13,000 to obtain border value per hour. 
In sum, BUV = (U.V*(1/i+14M)*(/l+t)*(+MM) = UIV*(1/l+t) 

Where BUV = Border Unit Value
 

Table 13 presents a summary of the costs of traded inputs,
 
at domestic and border prices, for 1981-1991.
 

Table 13. Suseary . costs of traded inputs at
 
domestic and border prices (CIt), 1981-91
 

Beans planted oith espeque == Semi-mechanized beans
 

At At:: At At 
Year omestic border :: domestic border 

1981 4.689 4,338 == 6,446 5.919 
1982 5,419 5,022 == 13,062 12,066 
1963 8,239 7,705 == 13,271 12,281 
1984 
19 5 - 17,q02 16,615 
1996 -- 19,318 17,538 
1M97 9,614 6,737 == 15,101 13.337 
1988 11,703 10,731 == 17,B0 16,406 
1989 
190 16,640 15,064 == 19,679 17,932 
179! 24,278 22,591 : n.a. n.a. 

n.a. : not available 
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Prodncer Subsidy Equivalent
 

This index includes three types of subsidy: from the
 
marketing 
system or pricing policy, from subsidized interest
 
rates and from government expenditures on :- march and extension.
 
For the first category we multiplied the q-.ntities produced by

the difference between the domestic and border prices. In order
 
to obtain tho credit subsidy, we multiplied the difference
 
between the interest rates for commercial activities 
and those
 
paid by small farmers times the total amount of credit provided
 
per year. Since the data was reported as cumulative amounts lent
 
throughout the year, we used one 
 year as the duration of the
 
loan. In reality it might have been loan for four months repeated

several times throughout the year. The effect is the same.
 

Consumer Subsidy Eguivaljnt
 

In this index we included only the pricing policy effect. We
 
multiplied the difference between the domestic prices paid at the
 
wholesale level and the border equivalent times the total amount
 
consumed in each year.
 

V. INDICES
 

Nominal protection coefficients are presented in Table B.14.
 
Effective protection coefficients are presented in Table B.15.
 
The producer subsidy equivaleat is presented in Table B.16; and
 
the consumer subsidy equivalent is presented in Table B.17.
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Table B.14. Costa Rita: Nominal Protection Coefficients for beans
 

1979180 1980/81 1981/82 1982/83 1983/84 1984/85 1985186 1986/87 1987/88 198BB/89 1989190 1990/91
 

FOB price at Argentinian port 718 890 
 769 480 477 452 389 289 520 854 948 310 a preliminary est. of 11/

Freight rate to Port Caldera, Costa Rica 41 46 51 57 63 68 70 75 75 75 75 75 b
 
ElF Port of Caldera indollars per ton 759 936 820 537 541 520 458 30 595 929 923 385 c:ab
 

Average market exchange rate import months 10 25 39 
 41 45 52 57 65 78 83 95 130 d
 

ElF Port of Caldera incolones per ton 7,73 23,285 32,362 22.258 24,577 27,101 26,294 23,645 46,386 77,166 88,045 50,237 e=cld
 
Local charges other than transport cost 189 56- 806 605 668 
 743 746 719 1,232 1,881 2,149 1,584 f
 
Transport cost to San Jose 
 282 695 1,09 928 1,029 1,159 1,211 !,263 1,884 2,533 3,019 2,528 9
 

Border price San Jose at wholesale level 7,944 24,547 4,217 23,792 26,274 29,003 28,251 25,626 49,501 81,580 93,212 54,349 he~f~g
 
Storage costs for three months (at ,3/moth) 124 313 497 522 573 656 724 818 982 1,047 1,203 1,644 i
 
Estimated marketing margin indomestic market 622 85B 1,769 2,854 3,259 3,348 4,085 3,81 3,556 4,807 4,690 5,000 j
 

Border price inSan Jose at fare level (CI) 
 7,198 23,375 31,950 20,416 22,443 24,999 23,442 20,927 44,963 75,727 97,320 47,705 k:h-i-j
 

Domestic fare price inSan Jose (C/t) 6,220 8,580 17,690 28,540 32,580 33,480 40,850 
 38,808 35,560 48,069 46,896 62,588 1
 

NPC equivalent to (domestic fare/border fare) 0.96 0.37 0.55 1.40 1.45 1.34 1.74 1.85 0.79 0.63 0.54 1.31 Ilk
 



------------- ----- ------- ---- -------
- --- --- - ---- -- - -- - ----- -- --- ----- --- -- -

---------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------

Table 9.15. Costa Rica: E;ective Proteccion Coefficients for beans
 

FOR BEANS PLANTED WITH ESPEDUE 

Year 1980 1981 
 1982 1983 1984 1985 
 1986 1987 1988 1989 
 1990 1991
 

Domestic far price inSan Jose (CIt) 
 6,220 8,580 17,690 28,540 32,580 33,480 40,R50 38,808 35,560 
 48,06B 46,896 62,589
Value of traded inputs at domestic prices 
 ERR 4,689 5,419 8,239 ERR ERR ERR 
 9,614 11,703 0 16,640
Value added at domestic prices 24,278
ERR 3,091 12,271 20,301 32,580 33,480 40,850 29,193 23,857 48,068 30,257 
 38,310
 
Border farm price inSan Jose 
 7,198 23,375 31,950 20,416 22,443 24,999 23,442 20,927 
 44,963 75,727 87,320 47,705
Value of traded inputs at border prices 
 ERR 4,338 5,022 7,705 ERR ERR
Value added at border prices ERR B,737 10,731 0 15,064 22,597
ERR 19,037 26,928 12,711 22,443 24,999 23,442 12,190 34,232 75,727 
 72,256 25,108
 
EPC E;R 0.20 0.46 1.60 ERR ERR ERR 
 2.39 0.70 0.63 0.42 
 1.53
 

FOR SENI-HECHANlZED BEANS 
 Year 1980 
 1981 1982 1983 
 1'84 1985 
 1986 1987 1988 
 1989 1990 1991
 
Domestic farm price inSan Jose 
 6,220 8,580 17,690 28,540 32,580 33,480 40,850 38,808 35,560 48,068 46,896
Value of traded inputs at domestic prices 62,588


6,446 13,082 13,271 ERR 
 17,902 19,318 15,101 17,880
Value added at domestic prices ERR 19,679 ERR
ERR 2,134 4,608 15,269 32,580 15,578 21,532 23,707 17,680 48,068 
 27,217 ERR
 
Border farm price inSan Jose 
 7,198 23,375 31,950 20,416 22,443 24,999 
 23,442 20,927 44,963 75,727 
 87,320 47,705
Value of traded inputs at border prices 
 5,919 12,066 12,281 ERR 16,615 17,538 13,337 16,408 ERR 17,932 ERR
Value added at border prices 
 17,456 19,884 8,135 22,443 6,384 5,904 7,589 
 28,555 75,727 69,388 47,705
 

EPC 
 ERR 0.12 0.23 1.88 ERR 1.86 
 3.65 3.12 0.62 
 ERR 0.39 ERR
 



---------------------------------------------------

--------------------------------------------------

--------------------------------------------------

--------------------------------------------------

--------------------------------------------------

Table B.16. beans: Producer subsidy equivalent, 1985-91
 

Subsidy Subsidy Subsidy
 
frog from via
 

market credit reseirch lotal Percent
 
policy policy MA6 subsidy subsidy
 

Year (Mill C) (Mill C) (Mill C) (Mill C) (Z)
 

1985 194.2 6.5 1.3 201.9 26.3
 
1986 504.7 2.4 1.3 508.4 42.9
 
1967 575.z 2.6 1.3 579.4 46.4
 
198 -214.4 1.8 2.6 -210.0 -25.9
 
1989 -754.1 3.1 3.1 -747.9 -57.1
 
1990 -1.384.8 19.3 2.6 -1.362.9 -84.6
 
1991 78.7 2.0 4.2 84.9 5.0
 

Research exvenditures for 1985 and 1986
 
we assumed to be equal to that of 1987.
 

Table B.17. Beans: Consumer subsidy equivalent, 1985-91
 

Percent
 
Domestic border Subsidy subsidy
 

Year Consuap Mhlsale whIsale eouiv. equiv.
 
tons tons Cit (Mill C) (1)
 

1985 22.893 30.580 29.003 -36.1 -5.2 
1986 35837 32,602 28,251 -155.9 -13.3 
1987 20,029 40,462 25,626 -297.2 -36.7 
1988 30,000 38.000 49.501 34.0 30.3 
1989 30,000 40,441 81,580 1,234.2 101.7 
1990 38,827 45,873 93,212 1,838.0 103.2 
1991 40,346 53,756 54.349 23.9 1.1 

Consumption of last two years projected at 34,000 tons.
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I. PRODUCTION
 

a. Area, Production, Yields
 

Yellow Maize. Table M.1 shows that the area devoted to yellow
 
maize, which was about one third of that devoted to white maize
 
in 1979/80, declined drastically after 1985/86 to the point where
 
no yellow maize was produced in 1988/89 and only a negligible
 
amount was produced in 1989/90.
 

Table M.l. 	Costa ;iea: Production and consumption of yellow maize, 
F979160 - 1990/91 

Stock Apparent
 

Year Area Yields Froduction Imports Exp ChangesConsump. 11
 
(000 ha) (t/ha) (t) (t) (t) It) (t)
 

1979/80 10,086 1.68 16,905 21.944 0 n.a. 36,849 
n.a. 

1980181 12,184 1.B8 22,853 51,260 0 n.a. 74,113 
n.a. 

1981/82 9,BO 1.69 16.668 39,226 0 n.a. 55,B94 
n.a. 

1982/83 12,850 1.56 20,009 64,221 0 n.a. 84,230 
n.a. 

1983184 10,663 1.70 18,099 26,222 0 n.a. 44,321 
n.a. 

1984185 11.328 1.70 19.248 43,348 0 n.a. 62,596 
n.a. 

175166 11.754 1.85 21.690 0 0 10,403 11,287 

1986/67 8.873 1.73 15,321 17,455 0 1,875 30,897
 

1927!-8 2.127 1.56 3.317 121.885 0 0 146,805
 

1982/8 0 0.00 0 144.633 0 7.193 137,440
 

198/90 1.5J6 I.B9 2,8b6 127.146 0 n.a. 130,012
 

11', 0 0 0 198.144 0 n.a. 198,144 

1/Equivalent to production 4 imports - exports - stock changes. 
ni.a.not available= 


Source: CNP
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White Maize. The area devoted to white maize, on the other hand,
 

increased steadily between 1979/80 and 1986/87 (Table M.2) and
 

began a slow decline in 1987/88. During the 1980s producers
 

received incentives, via price, to produce white instead of
 

yellow maize, and the area devoted to the former increased at the
 

expense of that devoted to the latter. Production of white maize
 
rising from 83,621 tons 104,000
increased sharply after 1984/85, 


tons in 1985/86 and 1986/87; in 1987/88 it began a slow decline
 

to an estimated 79,000 tons for 1989/90.
 

Table N.2. Production and consumption of white maize, 1979180 - 1990/91 

Stock Apparent
 

Year Area Yields Produc. Imports Exports changes Cznsump.l/
 
(000 ha) It/ha) (t) (t) It) (t) it)
 

1979/60 28,757 1.6B 48,197 4,508 0 n.a. 52,705 

1980/81 34,736 1.88 65,154 0 0 n.a. 65,154 

1981/92 39,240 1.69 66,199 3,429 0 n.a. 69,620 

1982/83 43,462 1.56 67,673 0 0 n.i. 67,673 

19631B4 51,420 1.70 B7.278 0 230 n.a. 87,278 

1984185 49.694 1.66 B3621 A 0 0 83.621 

1;85166 57.587 1.B2 10W.697 0 0 0 122,887
 

1986187 66.6o2 1.56 104,012 5,000 0 0 109,012
 

196' 59,393 1.56 93,694 0 0 (3,531) 97,225
 

178;B; 56,760 1.45 84,932 614 0 (9.254) 94.800
 

198q/90 47.666 1.65 78,962 0 0 0 78,962
 

19901 40.170 1.71 62,23 0 0 0 62,239 

1/Equivalent to production # imports - exports - stock changes. 
n.a. = not available
 

Source: CNF
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White maize accounts for more than 95 percent of all the
 
maize produced in the country and is grown exclusively for human
 
consumption, in the form of tortillas, tamales and other uses of
 
corn meal; yellow maize is imported for animal feed. However,
 
because of high contamination with aflatoxin and the excess of
 
production over demand for human consumption, about 40 percent of
 
the white maize produced in the country is used as animal feed.
 
Morales, 1990, indicated that CNP lost to aflatoxin 10.2, 15.6
 
and 10.3 percent of the white maize handled during 1985/86,
 
1988/89 and 1989/90, respectively.
 

As animal feed, white maize is an almost perfect substitute
 
for yellow maize; the only difference is in the levels of
 
carotene. On the supply side, however, white maize is less
 
productive, and, for the same price, farmers would probably
 
prefer to grow yellow maize. In terms of human consumption, white
 
and yellow maize are less than perfect substitutes, since Costa
 
Ricans will use yellow maize for tortillas and meal only if white
 
maize was totally unavailable. Total demand for white maize is
 
thus composed of the demands for animal feed (mostly on-farm) and
 
human consumption.
 

b. Regions
 

Table M.3, which presents one instance of the contribution
 
of each region to total production, shows that the Atlantic and
 
South Pacific are the two main producers of white maize (64%),
 
followed by the North Pacific and Northern regions (22.3%). The
 
Central region, which is the main consuming center, produces the
 
least (5,6%). The distribution presented is typical for all
 
years, and was similar for yellow maize during the years of
 
significant production.
 

c. Seasonality
 

Table M.4, which presents average monthly production of
 
white and yellow maize for the crop years' 1986/87 and 1987/88,
 
show that the distribution is multi-modal for white maize, with
 
large proportions being produced in September, October, January
 
and June (total 61%); the other 39% is very evenly distributed
 
among the other months. The months of least production are March,
 
April and May (1.7 to 4.3% per month). This seasonal distribution
 
of production indicate that the period September-February do not
 
constitute the harvest months in the case of white maize. We
 
chose to use the whole year as import months, with no adjustment
 
for storage back to production months.
 

I In Costa Rica crop year for grains covers the period
 
August 1-July 31.
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In the 
case of Table M.3. Reoinnal situation of white maize in1988/89 (tons) 
yellow 
m a i z e , --------------------------------------------------------------------------------­
because Produc- Imports Human Livestock Total Net t 
94% of Region tion & invent Consump- Feed Consump- Production 
production changes tion tion 

........ .. ......... ....
o c c u r r e d .............. .............................. .. ....... . . .. ..
 
between 
August and Central 4,841 9,469 22,014 22,736 44,750 -17.895 
January, 
the period Ctl Pac. 6,709 0 3,054 1,392 4,446 5,317 
Aug-Jan 
was taken N. Pic. 11,636 0 7,632 3,248 11,080 a,388 
a 8 
production S. Pac. 23,526 0 7.098 10.208 17,306 13,318 
months, 
w h i 1 e Northern 7,305 0 3,454 6,496 9,950 809 
April-July 
w a s Atlantic 30,915 0 4,948 2,320 7,268 28,595 
considered 
import Total 84,932 9,469 48,400 46,400 94,800 38,532 
months. 
A f t e r -----------------------------------------------------------------------------------­
1987/88 1 Froduction minus on farB livestock feed. 
all months 
w e r e Source: CNP 
considered 
import 
months, 
due to the 
insignificance of domestic production. 

d. Type of producers
 

Table M.5 shows that maize is produced mainly on small
 
farms, since, according to the Agricultural Census, farms of 50
 
hectares or less produced about 73% of the total in 1984, and
 
contributed 74% of total area; farms larger than 100 hectares
 
produced only 13%. Salazar (1988) pointed out that between 19*73
 
and 1984 the share of area and production by the group of 1-50 ha
 
increased by more than 4%, indicating a move to more
 
concentration of maize production in the hands of small farmers.
 

According to the Agricultural Census, in 1984 each producer
 
grew on average 1.7 ha of maize; 46% of the producers (of 29.687)
 

planted only 0.45 ha each, and produced only 6.8% of the total,
 
while 2% of the farmers (the larger) averaged 17.2 ha and
 
produced 26.4% of the total (Table M.6).
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Table R.4 Production of it"and yellov aize by months,
 
1986017 and 1967/98
 

W 1 1E YELL9b 
Average Average 

Months 1986/67 1987/8 percentiae 1V6/87 19971/9 percentage 

AU6 6.150 8405 7.1 2.596 54 14.8
 
SEP 18.374 Xi0 25.6 3.515 356 21.6
 
OCT 9,585 14,958 11.9 2.476 698 17.7
 
NOV 6.209 5.527 5.7 597 480 6.0
 
EE 6241 71593 6.7 392 949 7.5
 

JAN 15,524 5,747 10.4 2.447 780 18.0
 
FEI 6,912 5.395 6.0 316 0 1.9
 
MAR 3,702 5,154 4.3 24 0 0.1
 
APR 2.276 1.276 1.7 11 0 0.1
 
RAY 4,277 3.R99 4.0 358 0 2.0
 
JUX 15,770 7,744 11.4 1.373 0 7.7
 
JUL 5,463 4,852 5.0 475 0 2.7
 

Total 101,103 104,384 100 14,570 3,317 10 

Source: Department of Economic Studies, CHP.
 

Table M.5. Production of white maize by farm size in 1984
 

Farm Size 	 (t) (%)
 

Total 	 48,858 100.00
 

1 to <5 ha 	 7,369 15.08
 

5 to <10 ha 	 6,737 13.79
 

10 to <50 	ha 21,742 44.50
 

50 to <100 ha 	 6,525 13.36
 

100 to <200 ha 5,159 	 10,56
 

More than 	500 1,326 2.71
 

Source: 	 1984 Agricultural Census of the Direcci6n General
 
de Ertadistica y Censos
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Table M.6. Average area and percent of total production produced by
 
different proportions of farmers in 1984
 

% of farmers Average area % of total 
(ha) production 

46 0.45 6.8 

39 1.50 27.0 

13 4.50 39.8 

2 17.20 26.4 

100 1.69 100.0 

Farmers = 29,657 A.ea = 50,230 ha 

e. Production Systems
 

Maize is grown under three levels of technology: mechanized,
 
semi-mechaniz-d and traditional (or by "espeque"). In the
 
mechanized, which is used on farms over 200 hectares, about 40%
 
of total costs is devoted to machinery services, 46% to other
 
inputs and 9% to labor. The yields of 1.6 t/ha are above the
 
national average and 80% is marketed. Only 1.9% of the farmers
 
used this technology in 1984, contributing 8% of total
 
production.
 

In the semi-mechanized level, which is employed on farms of
 
50-200 ha, labor accounts for about 41% of total costs, tradable
 
inputs 36%, and machinery services (exclusively for land
 
preparation) 13% Reported yields are below the national
 
average2 . Only 11.5% of the farmers used this technology in
 
1934, contributing 17.7% of total production (Salazar and 1984
 
Agricultural Census).
 

Under the traditional technology, which is employed by 86.5%
 
of the farmers on farms of 0.7-1.9 hectares to produce 75% of
 
total output, labor accounts for 57% of total cost; traded inputs
 
34%. The smaller farmers consume up to 45% of their production on
 
the farm.
 

2 
 Salazar (1988) points out that the cost of production
 
model used by the banks for credit purposes include much more
 
tradable inputs than those reported in the Agricultural.Census.
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II. PRODUCTION INCENTIVES
 

f. Guaranteed Price
 

Saenz points out that although the National Production
 
Council (CNP) fixes a guaranteed price at the farm level (see
 
Tables M.7, M.8 and M.9), this price has meant very little to
 
farmers, from the stand point of being a mechanism that improves
 
their income. He states that in 1984 a 20% increase in the price
 
of maize, would have increased the income of 47% of the farmers
 
by only 4242/year or US$5. He then pointed out that the price is
 
relevant to only 15% of the farmers, and particularly to the 2%
 
that sellt 26% of all marketed maize.
 

Table M.7. Guaranteed prices to producers and
 
wholesalers, 1979-1991 (4/t)
 

Producers Wholesalers
 

Date Price Date Price
 

1/79-6/80 2,130 i0/79-i/80 2,084 

7/80-12/80 2,435 2/80-8/80 2,295 

1 81-4/81 22826 9/80-1/82 2.622 

5/81-7/81 3,739 2/82-4/82 6,109 

8/81-10/81 4,270 5/82-9/62 8,500 

.11/81 4,770 10/82-12/84 10,435 

12/81-2/82 5,110 1/85-6/85 11,217
 

3/82-7J82 7,500 7/85-5/86 11,805 

8/82-11/82 101435 6/86-12/86 13,936
 

12/62-4/83 11,091 1/88-12/89 16,988
 

5/83-5/85 11,508 1/90-5/90 19,720
 

16/85-8/65 12,659 6/30 24,077
 

9/85-12/88 13,669
 

9 /8 9
1/8 9 - 15,205
 

10/89-10/90 18,403 

I190-8/91 21,318 

19/91 24,898 

7 
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---------------------------------------------------

----------------------------------------------------

The difference between the guaranteed price and the price
 

actually received by the farmers is due largely to moisture
 
content and other physical characteristics, since the guaranteed
 
price is quoted on a dry and clean basis.
 

g. Credit
 

According to Salazar, 

during 1976-80 almost 
all of
 

the area planted to maize 

was financed through the 

banking system; but starting 

in 1982 only 5% of the area 

planted received this type 

financing, but the amount 

per hectare increased 

considerably. Table M.1O 

shows the amount of credit 

received by maize producers 

during 1985-91 and the 

implicit subsidy obtained 

through reduced interest 

rates. It should be noted 

that the public banks 

charges small farmers a rate 

well below those paid by 

large farmers and other 

users of credit, as shown 

int the table. 


h. TradeJ Inputs 


See A~pered~k A. 

i. Income Tax 


Table M.9. Domestic prices and marketing marginsfor yellow maize 

rare
 
WhIsale price 
inS.J. inS.J. Margin
 

Year Cit :it Cit
 
------------------------.--..........................
 

1979/00 2,11 1,980 297 
19B0/91 2,290 2,650 398 
1981/82 3,094 5,830 875 
19B2/93 9,600 11,040 1,656 
1983/04 10,020 11,590 1,739 
1984/85 10,573 11,630 1,745 
1985/86 11,965 13,630 2,045 
1986/97 13,936 13,660 2,050 
1997/89 13,936 n.a. n.a. 
1988/99 13,936 n.a. n.a. 
19B9/90 13,936 n.a. n.a.
 
1990/91 17,202 n.a. n.a. 

n.a. a not available. 
Farm price: mainly from CNP; 1979/80 

from Ahmed el al. 
1990/91 according to dates when fixed 

and length inplace. 
Wholesale prices are those at which 

CNP sell to industrial users. 

MIN 

Producers are not exempt from paying income taxes.
 

J. Public Expenditures
 

Table M.11 shows public expenditure on research and
 
AvtpnRinn for 1985-91.
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Table M.9. Domestic prices and marketing margins
 
for white maize, 1979/80-1990/91
 

WhIsale Farm price margin Actual
 
inS.J. inS.J. used Margin
 

Year C/t Cit CIt C/t
 

1979180 2,255 1,982 297 272
 
1980161 2,707 2,603 403 23
 
1961/82 7,043 6,320 948 723
 
1982183 10,618 11,788 1,768 -1,170
 
O8384 10,957 11,590 1,738 -633
 
1984/85 11,488 11,793 1,769 -305
 
1985/86 12,400 13,627 2,044 -1,227
 
1986/87 14,633 14,133 2,120 500
 
1987/88 14,633 13,669 2,050 964
 
1988/99 16,502 14,279 2,142 2,223
 
1989/90 20,073 17,701 2,655 2,372
 
1990/91 23,468 21,04B 3,157 2,A21
 

Fare prices are costly from CNP; 1979/80 are
 
from Ahced et al. and 1990t91 prices are according
 
to dates fixed and length inplace.
 

Wholesale price isthe price CNP sell to tortilla
 
plants and other users, but those for 1987/88,
 
1988/89, 1939/q0 are from Stewart, Central Region.
 

The margin was set at the average of 15% of the farm
 
price that prevailed during the years of positive margins.
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Table M.IC. Credit to maize producers, 1985-91
 

Total Interest Commer. Differ- Subsidy 
credit rate b/ rate c/ ence Equiv. d/ 

Year (000 Col) (%) (M) (Col) 

1985 48,519 12.0 30.0 18.0 8,733,420 
a/ 1986 27,908 15.0 28.0 13.0 3,628,063 
a/ 1987 27,908 15.0 29.0 14.0 3,907,145 

1988 32,677 15.0 31.5 16.5 5,391,705 
1989 9,473 15.0 31.0 16.0 1,515,712 
1990 26,648 15.0 36.9 21.9 5,836,000 
1991 22,223 15.0 39.8 24.8 5,500,2.67 

a/ For 1986 and 1987 we took averages of the other years.
 
b/ We took the rate reported by the Banco Nacional de Costa Rica
 

for agriculture (the small producer case).
 
c/ We used the rate quoted by the BNCR for "other activities".
 
d/ We assumed that loans were for twelve months.
 

Source: National and Central Banks.
 

Table fM.11. Public expenditures on maize
 
production, 1985-91
 

Research 
only
 

Year (Colonsl
 

a-1985 2,462,600
 
a/1986 2,462,600
 

1987 2,462,600
 

1988 2,620,90
 
1989 3,067,950
 
1990 2,940,80
 
1991 5,902,W00
 

a/	Expenditure on research in1985 and 1986
 
assumed to be equal to that of 1987.
 

Source: Ministry of Agriculture
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III. MARKETING
 

A. DOMESTIC
 

k. Production and Consumption Centers
 

Table M.3 showed that the main consuming center is the
 
densely populated Central Region, while the main producing
 
centers are, in descending order, the Atlantic, South Pacific and
 
North Pacific regions.
 

1. Marketing Agents and Parastatal
 

The principal buyer and seller of maize (marketing agent)
 
has been CNP. Table M.12 shows that CNP bought between 26 and 75%
 
of total production during 1980-91; and, given the high level of
 
on-farm animal consumption, the participation of other agents has
 
been negligible. The marketing channel for maize thus looks like
 
the depiction in Figure 1.
 

i. Transport
 

A greater proportion of the marketable surplus is
 
transported from the main producing regions to two or three sites
 
in the Central region, where the CNP owns plants and warehouses.
 

n. Storage
 

Until 1991, the farmer sold white maize to CNP or to the few
 
companies that makes corn meal immediately after harvest. Storage
 
costs are borne by the CNP or these companies. In the past, when
 
imported, these two types of actors (but mainly CNP) have
 
absorbed the cost of storage to the moment of use. These costs
 
will be presented in the methodology section.
 

In the case of yellow maize, the CNP used to incur the costs
 
of storage of both the domestic and imported product. Today, most
 
of the product is imported by private feed mixers that are
 
integrated into poultry and pork production; they incur the costs
 
of most of the imported product. CNP incurs the rest, given that
 
it still imports some yellow maize. Average storage period is
 
reported to be about three months.
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o. Price Controls
 
Table M.12. CNP's participation inthe
 

The price of maize have 	 white saize market, 1980-91 
always been controlled P.nd
 
fixed by the CNP and the
 
Ministry of Economy. As -----------------------------------------------­
shown in Table M.7, at times Doestic Pur- Purchas/
 
the wholesale price was Year Prod. chases Prod.
 
fixed below the guaranteed t t (1)
 
farmer price, with the ------------------------------------------------­
express purpose of 19B0/s1 88,007 30,016 34.1 
subsidizing both producers 1981/2 82.867 22,304 26.9 
and consumers. 1982/83 87,682 31,938 39.8 

1983/64 105,377 57,118 54.2 
1984/85 102.869 60,071 58.4 

p. Marketing Margins and 1985/26 126,587 94.836 74.9 
Costs 	 19861B7 119,333 18.083 65.4 

1987/86 97.011 61,634 63.5 
Table M.8 showed that 1988/89 85.017 44,328 52.1 

the fixed marketing margin 1969/90 n. n.a. n.a. 
between the farm and 1990/91 n.a. n.a. n.a. 
wholesale levels was
 
negative for some crop
 
years. Source: NP
 

SPRODUCERn
 

INDUSTRIAL
 
C NP  IPPRODUCERS
 

RETAILERS AND OTHER 
MERCHANTS INDUSTRIAL 

USERS
 

CONSUMERS
 

Figure 1. Marketing channel for white maize
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B. INTERNATIONAL TRADE
 

q. Generality
 

Yellow Maize. The figures of Tables M.1 indicated that the
 
country has been an importer of yellow maize, with imports
 
providing increasing amounts (up to 100%) of total consumption.
 

White Maize. The figures of Table M.2 indicated that Costa Rica
 
has basically been self sufficient in white maize, with very
 
little trade during the decade of interest. World output of
 
white maize, estimated at 50 million tons in 1984, was relatively
 
small compared to that of yellow maize at 400 million tons. They
 
have distinctly separate markets. White maize is mLnly grown in
 
developing countries (ruughly SO percent, and accou,Ls for almost
 
one third of total maize output) for human consumption while
 
yellow maize is grown throughout the world largely, but not
 
exclusively, for animal feed. The largest producers are China,
 
Mexico and the Republic of South Africa, but white maize is of
 
significance in total cereal production only in the two latter
 
countries. The main exporting countries are South Africa, the
 
United States and Zimbabwe (FAO, 1984).
 

r. Origin and Port of Entry
 

Yellow Maize. Table M.13 shows that during 1980-89 Costa
 
Rica imported yellow maize from the United States only. Imported

yellow maize originates at the Gulf ports of the U.S. and is
 
unloaded at Port Caldera, on the Pacific Coast. This port is used
 
because the port of Lim6n, on the Atlantic, is very expensive and
 
lacks the necessary facilities to unload bulk grain; it is thus
 
cheaper to go cross the canal of PanamA, than to unload in Lim6n.
 
The port of entry then is Caldera and the first border price:
 
CIF, Port Caldera.
 

White maize Although Costa Rica does not trade actively in
 
white maize, the data in Table M.14 indicate that the country is
 
a net importer of white maize; some was exported only in 1983/84.
 
Imports occurred in 1979/80, 1981/82, 1986/87 and 1988/89; none
 
of these greater than 5,000 tons. These imports came from Central
 
America, a region that produces white maize for domestic
 
consumption and exports its occasional surplus. It is not an
 
international white mqize market. Corn meal manufacturers have
 
imported white maize from the U.S. in the past and have indicated
 
that they can rely on this market for supplies in the future.
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Table M.13 Costa Rica: Imports of yellow

maize, period 1/0 - 7/89
 

Date 


6/80 

7180 
6/B0 

9/80 

10/60 

12/60 

7181 

6/82 

6/82 

7/82 

8/82 

9/82 

4183 

5/83 

7/83 

10/83 

4/84 

9/84 


10/84 

10/84 

6/85 

7/85 

3/67 

7/87 

8/87 

8/87 

10/87 

11/87 

12/87

1/88 


1/86 

2/8e 

3/BB 

5/BB 

5/BB 

6/88 

7/88 

8/88 

I1/8B 

10/88 

11/8 

12/88 

1/89 

3189 

5/189 

7/89 


Origin 


U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A, 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 


U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 


U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 

U.S.A. 


Volume 


(tons) 


10,394 

11,550 

12,100 

8,81 


10,342 

10,591 

9,326 

5,500 

14,089 

19,636 

14,437 

11,087 

15,656 

15,441 

7,600 


11,494 

14,729 


840 


10,786 

6,997 


18,304 

6,421 


10,755 

6,500 

12,802 

2,597 

7,000 

7,17Y 

6,393

7,047 


7,699 

3,001 


11,993 

11,830 

5,499 

8,400 


20,441 

16,647 

7,350 

2,023 


16,600 

20,515 

20,793 

19,512 

20,997 

19,997 


CIF Price
 

(S/ton)
 

164
 
157
 
175
 
206
 
167
 
207
 
184
 
155
 
174
 
168
 
173
 
166
 
136
 
137
 
150
 
176
 
141
 
162
 

161
 
180
 
138
 
141
 

n.a.
 
123
 
95
 
19
 

8,240
 
8,243
 
8,415
 
n.a.
 

9,155
 
56
 

n.a.
 
120
 
151
 
121
 
154
 
146
 
154
 
155
 
138
 
139
 
152
 
144
 
142
 
138
 

Source: Dept. of Economic Studies - C.N.P.
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Table M.14. Costa Rica: Imports of white maize, period

Jan.1980 - Jul.1989*
 

Date Origin Volume Price
 
(t) ($/t)
 

1/80 El Salvador 460 366
 

7/80 El Salvador 4,048 29
 

5/82 United States 2,429 168
 

5/82 Belgium 1,000 n.a.
 

7/87 n.a. 5,000 n.a.
 

10/88 Nicaragua 614 181
 

* During this period only 230 t was exported (in 1983/84).
 
n.a. = not available.
 
Source: Department of Economic Studies, CNP.
 

s. Tariffs and Other Barriers
 

Although tariffs on grain imports have existed at least
 
since the Protocol of San Jose went into effect in 1967, grain
 
trade has been influenced primarily by quantitative restrictions.
 
Until November, 1990, CNP had a monopoly on maize trade, and it
 
imported and exported only in times of deficits and surpluses,
 
and, being state owned, it was exempted from the import or export
 
duties. Thus, tariffs have existed only in theory, and
 
quantitative restrictions have prevailed. Furthermore, the tariff
 
regulation states that white maize and bean imports pays a 30%
 
duty, but if there is a shortage the duty falls to only 1%.
 

t. Storage Requirements
 

Currently estimated at 3 months.
 

u. Local Charges
 

These include port charges, custom agents fees, financing,
 
grain loss, transport and administrative costs. Details of these
 
conts and the adjustments performed will be presented in the
 
methodology section.
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IV. METHODOLOGY
 

Nominal Protection
 

International Price. For yellow maize, we used the price of US
 
N93. When unavailable, US Yellow N92 was used as a proxy (Table
 
M.15).
 

These facts presented with respect to the white maize
 
markets led to the choice of the price of white maize in Kansas
 
City as the appropriate reference price for estimating white
 
maize border prices in Costa Rica. In order to obtain a price
 
equivalent to white maize at US.Gulf Pc.-s, appropriate charges
 
were added to the elevator price of US White No.2 in Kansas City.
 
Because of the production pattern, all twelve months were taken
 
as import months, and the FOB price for each crop year was the
 
average of 12 months (August - July). For 1979/80, for example,
 
we used the average for August 1979 - July 1980 (Table M.16).
 

Freight and Insurance. We used $25/t for all years.
 

Local Import Costs. Port Charges. About 90% of the charges
 
assessed by the port authorities (INCOP) are expressed in US$/t;
 
thus, we used current charges (US$3/t) as a base to estimate the
 
charges in previous years (Table M.17). (Isxn.Agent. This fee
 
was assessed at US$0.10/t for all years. FInancing. We used the
 
commercial rate prevailing in each year, as reported by IMF, and
 
applied it to three months financing of the total CIF cost. Grain
 
Loss. Following grain importers estimates of loss per shipment,
 
we used 0.5% of the CIF cost in each year. Administrative. This
 
cost is estimated at US$0.50/t, as reported by CNP and one other
 
importer. Transport from Port. This is the transport cost from
 
Port Caldera to San Jose. For 1987-91, we used the actual rates
 
quoted by transport companies; and estimated the others using the
 
consumer price index to adjust the 1987/88 rate backwards to
 
1979/80. The numbers are within expected ranges.
 

Exchange Rate. For the period 1979/80-1986/87 we used the average
 
rate for the importing months (Feb.-Apr.), and for the rest of
 
the period, we used a 12-month average (See Appendix table).
 

Storage Costs. Actual storage costs are reported for 1989/90 and
 
1990/91. These were then converted to dollar amounts, and applied
 
invariably to each year (US$4.2/t/month). Thus, the adjustment
 
was via the exchange rate applicable to each year.
 

16
 

\<C
 



Table M.15. Monthly international yellow maize
 
prices, yellow, US No.3 at 6uf Port!
 

(Jan.80 - Dec.91; S/T)
 

Month 1980 1983 1986 1989
 

Jan 105 I08 107 
 i18
 
Feb 114 117 104 117
 
Mar 110 125 101 118
 
Apr 108 133 101 115
 
May 110 134 105 117
 
Jun 113 135 105 113
 
Jul 130 140 83 107
 
Aug 143 152 75 101
 
Sep 141 147 66 103
 
Oct 140 148 65 106
 
Nov 147 147 69 138
 
Dec 145 143 70 108
 

floith 1981 1984 1987 1990
 

Jan 152 142 68 106
 
Feb 143 137 67 106
 
Mar 142 146 72 110
 
Apr 144 148 74 119
 
May 141 146 81 121
 
Jun 136 147 80 122
 
Jul 138 142 76 126
 
Aug 127 138 71 110
 
Sep 116 130 73 102
 
Oct 111 121 79 102
 
No 110 117 82 103
 
Dec 105 114 83 104
 

Month 1982 1985 1988 1991
 

Jan 113 119 86 106
 
reb 112 119 87 107
 

Mar 114 120 90 110
 
Apr 116 120 90 111
 
May 116 117 90 107
 
Jun 115 116 120 104
 
Jul 111 115 127 105
 
A1 01 105 H9 Ill
 
Sep 97 102 121 110
 
Oct 91 97 121 109
 
Nov 103 106 113 109
 
Dec 105 108 117 ERR
 

- . -----..
- - -u Q- - . -------------------------.....
 

Sources: IMF, IFS Tapes. Prices for 11 & 12
 
1990 & 91 are from USDA Weekly 6uide to Prices.
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Table 16. Monthly international white saize,
 
prices, US No.2, kansas adjusted to
 
Gulf Ports (Jan.80 - Dec.91; $/Ta)
 

month 1980 1983 1986 1989
 

Jan 127 121 98 153
 
Feb 152 122 96 152
 
Mar 170 122 96 152
 
Apr 193 11 102 152
 
may 226 139 106 152
 
Jun 228 155 105 152
 
Jul 228 149 97 145
 
Aug 254 157 86 120
 
Sep 269 171 73 120
 
Oct 244 195 75 114
 
Nov 245 211 84 112
 
Doc 229 185 93 114
 

Month 1981 1984 1987 1990
 

Jan 220 181 98 118
 
Feb 219 185 95 118
 
Mar 213 191 84 118
 
Apr 210 191 83 116
 
hay 205 191 83 114
 
Jun 159 177 83 125
 
Jul 155 179 86 123
 
Aug 126 167 86 123
 
Sep 112 161 86 117
 
Oct 104 158 86 112
 
Nov 95 155 86 112
 
Dec 101 154 88 114
 

Month 1982 1985 1983 1991
 

Jan 102 146 88 116
 
Feb 102 131 90 116
 
Mar 102 124 90 116
 
Apr 105 122 90 116
 
Hay 105 121 90 122
 
Jun 105 116 110 123
 
Jul 105 114 141 123
 
Aug 97 105 154 116
 
Sep 94 97 154 110
 
Oct 94 94 154 110
 
Nov 101 96 154 110
 
Dec 117 98 154 110
 

Sources: IMF, IFS Tapes.
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----------------------------------------------------------------------------

---------------------------------------------------------------------------------

---------------------------------------------------------------------------------

In the case of white maize storage costs were not included
 
white maize faces the
in the calculations, since the user of 


possibility of buying domestic maize and 3toring it for
 

continuous use (tortill&, meal) or import foreign maize and
 

utilize it in the same way. This is different from the situation
 

where there are definite production and import months.
 

Table M.17. Local charges applicable to &aize imports, 1980-91
 

Year Port Brokeraue Finan- Grain Adinis- Sub Transport 
Charges fee cing loss trativ? total to S.J. Total 

((/ t) 
1/ 2/ 3/ 41 5/ 61 (8) 

1900 29,56 0.99 149.47 3.74 4.93 188.67 93.65 262.32 

1981 74.63 2.49 465.69 11.64 12.44 566,90 128.20 695.09 

19F,2 118.45 3.95 647.24 16.16 19.74 605.56 243.4 1,043.05 

1983 124.25 4.14 445.16 11.13 20.71 605.39 322.9Y 928.S 

IB4 136.41 4.55 491.54 12.29 22.74 667.52 361.70 1,029.21 

19a5 156.24 5.21 542.02 13.55 26.04 743.0 416.22 1,159.27 

1986 172.33 5.74 525.88 13.15 28.72 745.83 465.33 1,211.16 
1987 194.87 6.50 472.89 11.82 32.48 71057 544.00 1,262.57 
196 :33.88 7.80 927.72 23.19 38.98 1,231.57 652.00 1,883.57 

1969 249.19 8.31 1,543.33 38.58 41.53 1,680.94 652.00 2.532.94 

1990 286.33 9.54 1,760.90 44.02 47.72 2,148.52 870.00 3,018.52 

1991 476.21 13.05 1,004.74 25.12 65.24 1,564.36 943.41 2,527.78 

1/Includes all services from INCOP at port: 961 of these are ii dollars per ton. 
Tris cost (UIt/It) was used for 1980-;0.
 

2/ Custor. agencys fe . US.SO.10/t
 

3!based or 81 ar.nua; rate on CIF costs for three months
 
Estirated at ".= of grain or 0.51 of CI;.
 

5,Flat US10.50 oer ton
 
7!From IGO-66 adiusted by consumer price index, using 1987 as a base. Indexes from IMF.
 

Wholesale-Farmgate Margin. For 1979/80-1985/86 we used the
 
wholesale prices reported by Ahmed et. al.; and for 1986/87­

1989/90 we used the ones reported by CNP. For 1990/91 we
 
estimated a weighted average of the prices set during the entire
 
crop year. The weights were the number of days in which each
 
price was in effect (see Table M.8).
 

For the purpose of this exercise (in order to estimate a
 
border farm price), the margin was estimated at 15% of the farm
 
price, which is equivalent to the average of the positive margins
 
prevailing throughout the period.
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For wholesale price of white maize, we took the prices CNP
 
charged the industrial users, such as Demasa and Alimentos Jacks.
 
At times, these prices differed significantly from the official
 
prices fixed by the Ministry of Economy and reported by the CNP.
 
Table M.18 presents examples of prices at which the CNP sold
 
white maize during selected months. It should be noted that some
 
of the differences might be due to the fact that CNP chargers
 
some clients a wholesale price (private citizens) and others a
 
retail price (industrial users).
 

Table M.18. 	Some wholesale white maize prices charged by
 
CNP, Aug. 1986-Mar.1990
 

Date 	 Prices Average period Buyer
 
charged price

(0/t) 	 (0/t)
 

8'/1986 .4,632 13,936 DEMASA
 
12/1986 14,632 13,936 Private
 
8/1987 7,865 13,936 DEMASA
 
8/1987 14,632 13,936 Jack's
 
8/1987 	 11,203 13,936 Private
 
1/1988 13,817 13,936 DEMASA
 
3/1988 13,289 13,936 Private
 
8/1989 16,982 13,936 Private
 
3/1990 16,242 13,936 Private
 

Domestic Farm Price. Ye3low maize. In principle we used the
 
actual domestic price paid to farmers placed in San Jos6. For the
 
period 1979/80-1995/86 we used the prices reported by Ahmed, et
 
al. These prices were adjusted by a factor reported by CNP to go
 
from wet and dirty to dry and clean grain. In the other years we
 
used the actual prices paid in San Jos6 for dry and clean grain,
 
and, thus, made no adjustment. The farm price was used for
 
comparison only until 1986/87; thereafter we only used the
 
wholesale price.
 

White Maize. Prices for 1979/80 were taken from Ahmed et.
 
al.; prices for 1980/81 - 1986/87 were taken from CNP's reports
 
and adjusted by a specific conversion factor, which ranged
 
between 0.839 and 0.913. Prices for 1987/88 -1989/90 were actual
 
prices paid in San Jos6 for dried and cleaned grain, taken from
 
Stewart, 1990. Prices for 1990/91 were prices fixed for dry and
 
clean grain in San Jose at different dates during the period, and
 
thus were weighted by the number of days in effect.
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Effective Protection
 

In order to estimate the EPCs we used detailed cost of
 
production figures reported by the Banco Nacional for two
 

production systems: semi-mechanized and planted with a stick
 

(espeque). The prices of traded inputs were adjusted according to
 

the tariff levels prevailing in each year (see Appendix A). The
 

prices of machinery services were adjusted as follows:
 

Unit Value*13,000 = total domestic value (TDV)
 
TDV*(1/1+MM) = CIF + tariff 

Remove tariff by multiplying by (1/l+t) 
Add marketing costs by multiplying by (1+MM) 
Then divide by 13,000 to obtain border value per hour. 
In sum, BUV = (U.V*(I/I+MM)*(1/I+t)*(I+MM) = UIV*(1/ l+t) 

Where BUV = Border Unit Value
 

Table 19 presents a summary of the costs of traded inputs,
 
at domestic and border prices, for 1981-1991.
 

Table M.19. Sumaar of the value of traded inputs at domestic and border Prices, 1981-91
 

MAI1E WITH ESPEGUE SEMI-MECHANIZED MAIE
 

At Nominal At At Nominal
 
Year domestic border Drotection domestic border protection
 

1qGl n.a. r.a. n.a. 1.600 1,472 1.09 
1952 n.a. n.a. n.a. 2736 1.434 1.12 
198T 2.837 2.595 1.09 4,974 4.539 1,10 
1984 n.. r.a. n.a. n.a. n.a. n a. 
1985 4,B36 4.426 1.09 6.B56 6.274 1.0; 
19 6 4.30; 3,671 1.17 6.6 1 b,01l 1.15 
1987 3.075 2,724 1.13 5.936 5,066 1.17 
1988 4.020 3,478 1.16 4,380 3,837 1.14 

i9. 4,19 ,541 1.1B 6,035 5.22B 1.15 
1990 4.355 3.718 1.17 5,809 5,072 1.15 
1991 n.a. n.a. n.a. 9,100 8,297 1.10 

n.a. = not aiailable
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Producer Subsidy Eouivalent 

This index includes three types of subsidy: from the
 
marketing system or pricing policy, from subsidized interest
 
rates and from government expenditures on research and extension.
 
For the first category we multiplied the quantities produced by
 
the difference between the domestic and border prices. In order
 
to obtain the credit subsidy, we multiplied the difference
 
between the interest rates for commercial activities and those
 
paid by small farmers times the total, snount of ctedit provided
 
per year. Since the data was reported as cumulative amounts lent
 
throughout the year, we used one year as the duration of the
 
loan. In reality, the loans might have been for four months,
 
repeated several times throughout the year. The effect is the
 
same.
 

Consumer Subsidy Eaui.valent
 

In this index we included only the pricing policy effect. We
 
multiplied the difference between the domestic prices paid at the
 
wholesale level and the border equivalent times the total amount
 
consumed in each year.
 

V. INDICES
 

Nominal protection coefficients-are presented in Table M.20.
 
In the case of yellow maize, nominal protection was estimated at
 
the farm level for the period 1979/80-1986/87, the period during
 
which domestic production was significant. For the rest of the
 
period of interest, nominal protection was estimated at the
 
wholesale level (feed mixers) because domestic production was
 
insignificant. The figures of the table show that during the last
 
three crop years and until the price increase in July, 1990,
 
consumers of yellow maize (the feed manufacturers) were
 
subsidized by the CNP, through a price lower than full import
 
cost. NPCs for white maize are presented in Table M.21.
 

Effective protection coefficients are presented in Tables
 
H.22 and t.23. The producer subsidy equivalent is presented in 
Table M.24; and the consumer subsidy equivalent is presented in 
Table M.25. 
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Table 11.20. Costa Pica: Nominal Proteccion Coefficients for yellow maize
 

1979/60 1980/81 1981182 199213 1983184 1984185 1985/86 19B6/87 1987/88 1988/89 1989/90 1990191
 

FOB price for US No.3 at Gulf Ports 115 140 115 135 146 117 99 78 90 116 111 106 a
 
Freight rate to Port Caldera, Costa Rica 25 25 25 75 25 25 25 25 25 25 25 25 b
 

CIF Port of Caldera indollars per ton 140 165 140 160 171 142 124 103 115 141 136 131 c=a~b
 

Average market exchange rate import months 9 1 38 41 44 50 56 62 76 82 92 122 d
 

CIF Port of Caldera incolones per ton 1,207 2,979 5,329 6,500 7,486 7,077 6,907 6,381 6,753 11,606 12,495 16,032 e=cld
 

Local charges other than transport cost 56 126 247 279 311 326 343 354 454 533 586 878
 

Transport cost to San Jose 149 254 490 602 673 742 808 898 1,106 1,185 1,456 1,764 q
 

?order price San Jose at wholesale level 1,412 3,360 6,065 7,381 8,470 8,167 8,058 7,634 10,313 13,325 14,537 18,674 h:efg
 

Storage costs for three months (at S3/moth) 108 228 481 510 553 631 704 782 961 1,034 1,155 1,543 i
 

Estimated marketing margin indomestic market 297 398 875 1,656 1,739 1,745 2,045 2,050 NFP NFP NFP NFP j
 

Border price inSan Jose at farm level (C/t) 1,006 2,73A 4,710 5,215 6,179 5,792 5,309 4,802 11,275 14,359 15,691 20,218 kh-i-j
 

Donestic farm price inSan Jose (CMtI 1,980 2,650 5,830 11,040 11,590 11,630 13,630 13,668 13,936 13,935 13,936 17,202 1
 

NPC equivalent to (domestic farm/border farm) 1.97 0.97 1.24 2.12 1.88 2.01 2.57 2.85 1.24 0.97 0.89 0.85 I/k
 

Yellow maize production was significant only until 1986/17, the only periods for which import months were used for FOB 3nd exchange rate.
 

1986/87, at wholesale level for the rest. Note that inthe latter storage cost isadded, not subtracted as before.
Note protection isat farm level for 1979/80 -

Starting inDecember 1990 irports are free except for a 2.25Z tariff. The wholesale price for 1991 isonly a reference price for CNP.
 

Importers actually pay the int'l price plus the tariff; thus th? NPC isactually slightly lower than one for 1991 on.
 



----------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

Table M.21. Costa Rica: Nominal Proteccion Coefficients for white maize
 

1979180 1980181 1981/82 1982/83 1983184 1984185 1985/B6 1966/87 19B7/88 198a/89 1969/90 1990191
 

Kansas City White No.2 adjusted to FOB gulf 160 218 105 120 184 139 99 85 95 153 117 118 a
 
Freight rate to Port Caldera, Costa Rica 25 25 25 25 25 25 25 25 25 25 25 25 b
 
CIF Port of Caldera indollars per ton 185 243 130 145 209 164 124 110 120 178 142 143 c:a+b
 

Average market exchange rate import months 9 14 34 40 43 48 54 60 71 80 66 109 d
 

CIF Pcrt of Caldera incolones per ton 1,593 3,472 4,393 5,848 9,018 7,894 6,732 6,584 6,500 14,216 12,217 15,548 e~cld
 
Local charges other than transport cost 64 123 211 265 340 33i 333 350 430 579 559 860 f
 
Transport cost to San Jose 157 251 455 58G 702 751 798 894 1,082 1,231 1,429 1,649 g
 

Border price San Jose at wholesale level 1,813 3,845 5,060 6,700 10,059 8,980 7,863 7,828 10,012 16,027 14,205 18,057 h:e4f+g
 
Storage costs for three months (at $3/mpth) 108 180 425 507 543 606 682 753 696 1,008 1.081 1,375 i
 
Estimated marketing margin indomestic market 297 403 948 1,768 1,738 1,769 2,044 2,120 2,050 2,142 2,655 3,157 j
 

Border price in San Jose at farm level (C/t) 1,516 3,443 4,112 4,932 B,321 7,211 5,819 5,708 7,962 13,685 11,550 14,900 kzh-i-j
 

Domestic farm price inSan Jose (C/t) 1,982 2,683 6,320 11,786 11,590 11,793 13,627 14,133 13,669 14,279 17,701 21,048 1
 

NPC equivalent to (domestic farmtborder farm) 1.31 0.78 1.54 2.39 1.39 1.64 2.34 2.48 1.72 1.03 1.53 1.41 I/k
 

Border price or 1990/91 only include the 5 months of 1990.
 
The other 7 months need to be included in the average.
 
In this case storage cost isnot deducted from border price inSan Jose;
 
itisnot included in the calculations.
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Table M.22. Costa Rica: Effective Proteccion Coefficients for yellow maize
 

FOR MAIZE PLANTED WITH ESPEOUE 
1980 1981 1982 1983 1984 1985 1986 1967 1988 1989 1990 1991 

Domestic farm price inSan Jose (C/t 1,980 2,650 5,830 11,040 11,590 11,630 13,630 13,668 13,936 13,936 13,936 17.202 
Value of traded inputs at domestic prices ERR 0 0 0 ERR ERR ERR ERR ERR ERR ERR 2,837 
Value added at domestic prices ERR 2,650 5,830 11,040 11,590 11,630 13,630 ERR ERR ERR ERR 14,365 

Border farm price inSan Jose 1,006 2,734 4,710 5,215 6,179 5,792 5,309 4,802 11,275 14,359 15,h91 20,218 
Value of traded inputs at border prices ERR 0 0 0 ERR ERR ERR ERR ERR ERR ERR 2,595 
Value added at border prices ERR 2,734 4,710 5,215 6,179 5,792 5,309 ERR ERR ERR ERR 17,623 

EPC ERR 0.97 1.24 2.12 ERR ERR ERR ERR ERR ERR ERR 0.8? 

FOR SERI-MECHANIZED MAIZE
 
1980 1981 1982 1963 1984 1985 1986 1987 1988 1989 1990 1991
 

Domestic farm price in5an Jose 1,980 2,650 5,830 11,040 11,590 11,630 13,630 13,668 13,936 13,936 13,936 17,202
 
Value of traded inputs at domestic prices ERR 1,600 2,736 4,974 ERR 6,856 6,891 5,936 4,380 6,035 5,809 9,100
 
Value added at domestic prices ERR 1,050 3,094 6,066 ERR 4,774 6,739 7,732 9,556 7,901 8,127 ERR
 

?order farm price inSLn Jose 1,006 2,734 4,710 5,215 6,179 5,792 5,309 4,802 11,275 14,359 15,691 20,218
 
Value of traded inputs at border prices ERR 1,472 2,434 4,539 ERR 6,27 6,011 5,066 3,837 5,228 5,072 8,297
 
Value added at border prices ERR 1,263 2,276 676 ERR -482 -702 -264 7,438 q,130 10,619 11,921
 

EPC ERR 0.83 1.36 8.97 ERR -9.90 -9.60 -29.29 1.28 0.87 0.77 ERR
 

NOTE: For yellow maize only semi-mechanized isrelevant.
 



-----------------------------------------------------------------------------------------------------------------------------------------------

Table M.23. Costa Rica: Effective Proteccion Coefficients for white maize
 

FOR MAIZE PLANTED WITH ESPEGUE 
Year 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

Domestic fare price inSan Jose (CIt) 1,982 2,683 6,320 11,788 11,590 11,793 13,627 14,133 13,669 14,279 17,701 
Value of traded inputs at domestic prices ERR ERR ERR 2,837 ERR 4,836 4,309 3,079 4,020 4,196 4,355 
Value added at dosestic prices ERR 2,683 6,320 8,951 11,590 6,958 9,318 11,054 9,649 10,083 13,346 

21,048 
ERR 

21,048 

Border farm price inSan Jose 1,516 3,443 4,112 4,932 8,321 7,211 5,819 5,708 7,962 13,885 11,550 
Value of traded inputs at border prices ERR ERR ERR 2,595 ERR 4,428 3,671 2,724 3,478 3,541 3,718 
Value added at border prices ERR EPR ERR 2,337 ERR 2,783 2,149 2,984 4,484 10,344 7,832 

14,900 
ERR 
ERR 

EPC ERR ERR ERR 3.83 ERR 2.50 4.34 3.70 2.15 0.97 1.70 ERR 

-----------------------------------------------------------------------------------------------------------------------------------------------

FOR SEMI-MECHANIZED MAIZE
 
Year 1980 1981 1982 1993 1984 1985 1986 1987 1988 1989 1990 1991
 

Doiestic fare price inSan Jose 
 1,982 2,683 6,320 11,788 11,590 11,793 13,627 14,133 13,669 !4,279 17,701 21,048
 
Value of traded inputs at domestic prices ERR 1,600 2,736 4,974 ERR 6,856 6,891 5,936 4,390 6,035 5,809 9,100
 
Value added at domestic prices ERR 1,083 
 3,583 6,814 ERR 4,937 6,736 8,197 9,289 8,244 11.892 11,948
 

Border farm price inSan Jose 1,516 3,443 4,112 4,932 
 8,321 7,211 5,819 5,708 7,962 13,885 11,550 14,900
 
Value of traded inputs at border prices ERR 1,472 2,434 4,539 ERR 6,274 6,011 5,066 3,837 5,228 5,072 8,297
 
Value added at border prices ERR 1,971 1,678 393 ERR 938 -192 643 4,125 8.657 6,478 6,603
 

EPC ERR 0.55 2.14 17.33 ERR 5.27 -35.05 12.75 2.25 0.95 1.84 1.81
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Table M.24. Maize: Producer subsidy eauivalent, 1985-91
 

Subsidy Subsidy Subsidy
 
from frog via
 

market credit research Total Percent
 
policy policy hAG subsidy subsidy
 

Year (Mill C) (Mill C) (Mill C) (Mill C (Z)
 

1965 471.3 6.7 2.5 402.5 39.3
 

1986 988.4 3.6 2.5 994.5 57.7
 

1967 1,005.4 3.9 2.5 1,011.8 60.0
 

1988 556.6 5.4 2.6 5S4.6 42.5
 

1989 33.5 1.5 3.1 38.0 3.1
 

1990 503.3 5.8 2.9 - 512.1 35.4 
1991 344.1 5.5 5.9 355.5 27.1
 

Expenditure on research in1985 and 1986
 
assumed to be equal to that of 1987.
 

Table M.25. hnite maizs: Consumer- subsidy equivalent, 1985-91
 

Percent 

Domestic border Subsidy subsidy 
Year Consugp WhIsale hlsale equiv. equiv. 

tons tons Cit (Mill C) (1) 

1985 6L,621 11,488 8.960 -209.7 -21.6
 
1986 122,887 12,400 7.B63 -557.5 -36.6
 
1987 109,012 14,633 7826 -741.8 -46.5
 
19BB 97,225 14,633 10.012 -449.3 -31.6
 
1989 94.800 16,502 16.027 -45.0 -2.9
 

1990 7B,962 20,073 14.205 -463.3 -29.2
 
1991 62.23 23,468 16,676 -298.2 -20.4
 

Numbers inparentheses are negative.
 

27 



COIFIF:E3EC
 



CONTENTS
 

Page No.
 

I. PRODUCTION ........... 	 ........................ 1
 
a. Area, Production, Yields ...... ........... 1
 
b. Production by Regions ...... ............. 2
 
c. Seasonality ........ .................. 2
 
d. Type of Producers (Farm 3ize) .... ......... 3
 

e. Production Systems ....... ............... 5
 
f. Processing ........ .................... 5
 

II. PRODUCTION INCENTIVES ......... 	 .................. 6
 
g. Guaranteed or Administered Prices ... ....... 6
 
h. Credit .......... 	 ..................... 6
 
i. Traded Inputs ........ ................. 6
 
j. Income Tax and Other Taxes ..... ........... 6
 
k. Public Expenditures ...... .............. 7
 

III. 	MARKETING ............ ..................... 8
 
A. EXPORTS ........... 	 ....................... 8
 

1. Exporters and Exports ...... ............. 8
 
m. Internal Transport ....... ............... 8
 
n. Port of Embarkation and Country of Destiny . . 8
 
o. Export Taxes and Other Barriers ... ....... 10
 
p. Export Costs ..... ................. . 13
 

B. DOMESTIC CONSUMPTION .... .................. 13
 
q. Centers of Marketing and Consumption ..... .. 13
 
r. Marketing Costs and Storage Requirements . . 13
 
s. Price Controls, Taxes and Subsidies, Other
 

Controls ................................. 14
 
C. PRICING MECHANISh AND PRICES .. ........... . 14
 

IV. 	METHODOLOGY .............. ....................... 16
 
Nominal Protection ...... .................. . 16
 
Effective Protection ..... ..................... 16
 
Producer Subsidy Equivalent ... ............. .. 19
 
Consumer Subsidy Equivalent ... ............. . 19
 

V. INDICES ......... 	 ........................ .. 19
 

ii
 



LIST OF TABLES
 

Page No.
 
Table C.1. Coffee: Area, production, and yield, 

1980/81-1989/90 ............................... 1 

Table C.2. Coffee: Production by province ................... 2 

Table C.3. Coffee: Production by type .................... 3 

Table C.4. Coffee: Harvest by type and month, average 
1984/85-1988/89 (thousands of DHL) ............. 4 

Table C.5. Costa Rica: Distribution of coffee farms 
by size, 1973 and 1984 ........................... 5 

Table C.6. Coffee milling costs accepted by law, 
1980/81-1990/91 ... .............................. 6 

Table C.7. Credit to coffee producers from the national 
banks, 1985-91 a/ ............................... 7 

Table C.8. Schedule of ad-valorem production tax, 1989 .... 7 

Table C.9. Public expenditures on coffee production, 1985-91 8 

Table C.10. Coffee: Amount and proportion exported and 
consumed domestically, 1980-90 ................... 

Table C.11. Coffee: Exports by port of embarkation (%) 1981/82­

9 

1988/89........................................... 10 

Table C.12. Coffee: Principal buyers, 1981/82-1989/90 (t) .. 11 

Table C.13. Ad-valorem export tax on FOB value, April 1981 12 

Table C.14. Coffee: Ad--.alorem export tax, 1979/80-1890/91 12 

Table C.15. Coffee: Average FOB prices to preferential 
and world markets, and domestic prices,
 
1980/81-1989/90 ... .............................. 15
 

Table C.16. Coffee: Estimated export costs, 1980/81-1989/90 17
 

Table C.17. Coffee: Amount and proportion exported to
 
members and rest, 1980/81-1989/90 ................ 18
 

Table C.18. Summary of value of traded inputs at domestic
 
and border prices (4¢/DHL) ...................... 19
 

Table C.19. Coffee: Border farm price and Nominal Protection
 
Coefficient, 1981/82-1989/90 ................... 20
 

iii
 



Table C.20. Effective Protection Coefficients at farm
 
level, 1981/82-1989/90 ........................... 21
 

Table C.21. Coffee: 
Producer subsidy equivalent,
 

1984/85-1989-90 
................................ 
 22
 
Table C.22. Coffee: 
Consumer subsidy equivalent
 

1984/85-1989-90 
.................................. 
22
 

iv
 



I. PRODUCTION
 

a. Area, Production, Yields
 

Table C.1 shows area, yields and production of cherry coffee
 
and gold coffee (viilled) for the period 1980/81-1990/91. It
 
should be noted that cherry coffee is reported in terms of Double
 
Hectoliters (DHL), which is the amount of coffee contained in a
 
rectangular box, whose interior dimensions are im long, 0.5m wide
 
and 0.4m high (ICAFE). Each DHL of cherry yields between 22 and
 
23 Kg cf gold coffee (Table C.1).
 

Table C.I. Coffee: Area, production and yield, 1980/1-1989/90
 

Year Area a/ Yield Production Yield Produc.
 
cherry Kilos gold
 
coffee of gold coffee b/
 

(ha) (DHL/ha) (000 DHL) coffee (t)
 
(1) (2) (3) per DHL
 

1980/81 95,674 0.00 5,291 23.00 121,678
 
1981/82 n.a. n.a. 4,525 23.11 104,582
 
1982/83 n.a. n.a. 5,463 23.00 125,649
 
19B3!84 99,B69 0.00 5,214 21.47 117,167
 
1984/95 112,877 0.00 6,720 22.71 152,605
 
1985/8b 111,B40 0.00 1 4,194 22.44 94,102
 
Iq8 I? 96,950 0.00 6,449 22.32 143,913
 
1987/88 81,710 0.00 6,371 23.00 146,542
 
198B/89 n.a. n.a. 7,350 22.75 167,222
 
19E9/90 93,146 0.00 6,427 22.64 145,509
 

a! (1):(3)I(2). 
b/6old coffee isthe bean that result after complete milling (beneficio). This 
isthe fore inwhich toffee isexpcrted. 

I Very peculiar. 

Source: ICAFE.
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b. Production by Regions
 

Table C.2, which presents average yearly production by
 
province, for the period 1984/85-1988/89, shows that more than
 
75% of production takes place in three provinces: Alajuela, San
 
Jose and Cartago; and since the high quality types, such as Hard
 
Bean (HB), Good Hard Bean (GHB) and Strickly Hard Bean (SHB), is
 
produced in the higher altitudes of these provinces, it is safe
 
to state that most of the coffee is produced in the Central
 
Valley (Table C.3).
 

c. Seasonality
 

Table C.2. Coffee: Production by province
The climatic diversity of
 

the regions in which coffee is ------------------------------------------­
prod; ed leads to various Average Propor'ion 
maturing patterns. All of the Province 1984/B9 
coffee producing areas belong
 
officially t o one of three (000 DHL) {Z) 
ripening zones, which are defined ------------------------------------------­
by the period in which the bean San Jose 1,404 24.0 
ripens and is harvested. These Alijuela 2,367 38.3 
are the Early, Medium and Late Cartago 1,044 16.9 
Ripening Zones. The Early Heredia 691 11.2 
Ripening Zone includes areas Suanacaste 68 1.1 
situated at low altitudes with Puntarenas 499 6.1
 
heavy rain fall, that are Limon 25 0.4 
considered marginal for coffee.
 
Harvest in these areas begin as Total 6,17B 100.0 
early as June and peaks during ------------------------------------------­
September-October. The Medium Source: ICAFE. 
Ripening Zone includes areas that 
are usually found at medium 
altitudes with lower rainfall. 
The harv:.ting period, which is 
usually very short, begins in October and peaks in November-
December. The Late Ripening Zone includes high areas (altitudes 
of 1200 -1600 m.a.s.l) with relatively low rainfall, which are 
considered best for coffee production. In these areas, harvest 
begins roughly in November and runs through April, with a peak in 
January-February. Table C.4 shows that 'most of the coffee is
 
harvested during December-March (75%).
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Table C.3. Coffee: 	Production by type
 

Type Altitude 	 A erage Proportion
 
19B4-Bi
 

imasl) (000 DHL( (t)
 

SHB a/ 1200-1700 2.461 37.B3
 
GHB bl 1100-1200 64B 10.49
 

HD c/ 800-1200 1.105 17.6B
 
UP d/ 400-120 967 15.65
 
HGA el 900-1200 2B 4.57
 
AGA f/ 600-900 413 6.69
 
LGA a! 200-600 20B 3.36
 

P h/ 300-1000 95 1.53
 

Total 	 6,179 100.00
 

a/	Strictly hard bean (north, central and
 

south regions).
 

b/ Good hard bean (high reoions).
 
c/Hard bean (mesetas).
 

d/Medium hard bean (Coto Brus, El General).
 
el High grown atlantic (high regions).
 
f!Medium grown atlantic (Cimarron, Turrialba).
 
g/ Low grown atlantic (low regions).
 
h/ Pacific.
 

Source: ICAFE.
 

d. Type of 	Producers (Farm Size)
 

Coffee production in Costa Rica is very unconcentrated and
 
latifundios are almost non existent. The 1986/87 crop was
 
produced on about 97.000 hectares of land (Table C.1) and was
 
"delivered" to the mills by approximately 116.073 individuals'.
 

. In Costa Rica a large proportion of the coffee is grown 
on family farms and farmers usually deliver their coffee to 
different mills and in the names of different family members and 
friends. This allows them to obtain the different prices that 
might prevail in the region and to show individual income not 
hihmh enough to be taxed. This is why it is not certain how many 
coffee farmers there are. The 1984 Agricultural Census reported 
34,464 coffee farms; this implies that there were at the most 
this number of farmers, since some farmers own more than one
 
farm.
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Table C.4. Coffee: Harvest by type and month, average l9e4/85-1988189 (thousands of DHL) 

R.penning 
stage 

and type 
of roffee 

Months 
.................................................................. 
A6gust September October November December January February March 

-------Total 
April 

EARLY 

Low Grown Atlantic 
Medium Hard Bean 
Coto Brus 
El General 
Mediu* Grown Atlantic 

52 

29 
242 
7B 

bB 

69 
290 
99 

35 

145 
174 
83 

42 

290 
164 
50 

10 

242 
68 
74 

104 

145 
19 
21 

0 
0 

48 
10 
B 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

302 

967 
967 
413 

MEDIUM 

Hard Bean 
Pacific 
High Grown Atlantic 

0 
0 
0 

33 
1 

14 

55 
2 
20 

111 
11 
23 

243 
24 
42 

298 
31 
65 

199 
16 
51 

144 
10 
34 

22 
0 

14 

1,105 
95 

283 

LATE 

Good Hard Bean 
Strictly Hard Bean 
Central 
North 
South 

0 

0 
0 
0 

0 

0 
0 
0 

0 

0 
485 
0 

13 

0 
74 
0 

117 

49 
369 
49 

194 

246 
911 
197 

259 

1,231 
812 
984 

65 

812 
246 
984 

0 

123 
0 

246 

64E 

2,461 
2,897 
2,461 

Total 000CDHL! 401 563 999 777 1,286 2,252 3,619 2,295 405 12,599 

Percent (%) 3.2 4.5 7.9 6.2 10.2 17.9 28.7 18.2 3.2 
--------------------------------------------------------------------------------­

100.0 

Source: Informe Anuai de Labores 1990, ICAFE. 
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Table C.5 shows that there has been a clear predominance of
 
small farms, with about 70% of total number below 10 hectares,
 
and with a trend towards a greater proportion of these.
 

Table C.5. Costa Rica: Distribution of coffee farms by size,
 
1973 and 1964.
 

Fare 

size 


( 5 ha 

5 to (10 ha 

10 to (20 ha 

20 to (50 ha 

50 to (100 ha 

100 to (200 ha 

200 to (500 ha 

More than 500 ha 


Total 


Source: ICAFE.
 

e. Production Systems
 

1973 1984
 
Number Percent Number Percent
 

v9,930 58.5 22,690 65.8
 
4,401 13.6 4,6B4 13.6
 
3,485 1O.B 3,180 9.2
 
3,385 10.5 2,511 7.3
 
1,2B3 4.0 871 2.5
 

521 1.6 322 0.9
 
265 O.B 138 0.4
 
83 0.3 68 0.2
 

32,353 100.0 34,464 100.0
 

There is basically only one production system.
 

f. Processing
 

Table C.6 presents the actual milling cost legally accepted
 
during 1980/81-1990/91.
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II. PRODUCTION INCENTIVES
 

Table C.6. Coffee milling costs accepted
 

by law, 1980/811990/91 &/ 
g. Guaranteed or Administered 


Prices 	 ---------------------------------------

Year Hilling Hilling
cost cot 

There are no guaranteed 

cIKg cotprices.
or administered
Producer prices are determned . 

as follows. Each mill sells 1980181 1.77 1,770
 
the coffee received from i981/82 2.80 2,600
 
producers in both the export 1982/83 3.97 3,970
 
and domestic markets and the 1983/84 5.31 5,310
 
revenues are pooled; export, 1984/85 5.96 5,960
 
production, and other taxes as 1985/86 7.37 7,370
 
well as the cost of milling 1986/87 9.10 8,100
 
services, are deducted; the 1987/B8 9.15 9,150
 
rest is divided by the total 1988/B9 9.67 9,870
 
quantity milled in order to 1989/90 10.65 10,646
 
obtain a farmer price per DHL. .......................................
 
The farmer receives advances a/Data reported by ICAFE.
 
during the coffee year and a b/ Preliminary.
 
final liquidation at the
 
beginning of the following Source: ICAFE.
 
coffee year.
 

h. Credit
 

Table C.7 shows the amount of credit used by coffee
 
producers during 1980-90, the interest rate and subsidy
 
equivalent. 

i. Traded Inputs
 

See Appendix A.
 

j. Income Tax and Other Taxes 

Coffee cooperatives are exempt from paying income taxes; all
 
other producers are not. All producers pay an a-aoQrem
 
vroduction tax equivalent to 10% of the value of milled coffee
 
(Law No1411 of January 1952). According to the law, this tax is
 
assessed as 10% of the total revenue to the mills minus milling
 
cost (excluding mills returns). This tax is paid by the mills
 
each time they sell a batch of coffee, and is later deducted from
 
total revenues going to producers. In August 1988 producers were
 
exempt from paying the tax on the proportion allocated to
 
domestic consumption. In October 1989, by means of law 7133, the
 
tax schedule described in Table C.8 was set.
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----------------------------------------------------------

-----------------------------------------------------------

----------------------------------------------------

Table C.7. Credit to coffee producers,

Lax 20n cheyOcofee, from the national banks, 1985/91.
Law 200 of October 5,
 

1948 established a tax
 
of 00.10 per DHL of Total Inter. Conser. Differ- Subsidy

cherrj coffee delivered credit rate b/ rate c/ ence Equiv.d/
to the mills. These Year (Mill Col) (2) (2) (Mill Coll
 
funds went to ICAFE.
 
This tax was removed by 1984/95 267 23.0 30.0 7.0 18.7
 
Law 6988 of June 26, 1985186 284 20.5 28.0 7.5 21.3
 
1985, in favor of a 1% 19B6/07 289 25.5 29.0 3.5 10.1
 
export tax to finance 1987/B9 a/ 378 26.0 31.5 5.5 20.9
 
ICAFE. 1999/9 466 27.0 31.0 4.0 
 19.6 

1929/90 607 34.0 3619 2.9 17.6 
1990/91 B92 37.0 39.0 2.9 24.5k. Public Expenditures-------------------------------------------------­
a/ Taken as the average of 1986/87 and 198BB9.
The principal b/ We took the rate reported by the Banco Nacional de Costa
 

public expenditures on Rica for agriculture (large producer case).

coffee is undertaken by c/ We used the rate qpoted by the BNCR for 'other activities'.
 
the Cooperative Program d/ We assumed that loans were for twelve months.MAG-ICAFE for coffee 

research and extension
 
(Table C.9).
 

Table C.8. Schedule of ad-valorem production tax, 1989
 

Specification 
 Percentage tax
 

If FOB rail is below $100 per 46 Kg. 0
 

If FOB rail is between $100 and $110 per 46 Kg. 2.5
 

If FOB rail is between $110 and $120 per 46 Kg 5.0
 

If FOB rail is between $120 and $130 per 46 Kg 7.5
 

If FOB rails is greater than $130 per 46 Kg 10.0
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III. MARKETING
 

Table C.9. Public expenditures on coffee
 
production, 1985-91
 

A . EXPORTS ----------------------------------------


Research
 
only
 

Year (Colons)
1 and 

1. Exporterand Exports-...........-------------------------­

20,274,026
In 1964/65In Costa Rica, by law, all a/19B5/06 22,301,426
 
coffee harvested between June of a/ 1986/87 24,531,571
 
one year and April of the next, 1987/88 26,984,726
 
must be marketed between October 1988189 35,748,119
 
first of the same year and 1989/90 32,842,446 
September 30th of the next. Legal 1990/91 28,271,095 
regulations determine that all ----------------------------------------­
coffee harvested between June of a Figures for 1984/85, 1986/B7 
year t and April of year t+1 belong and 1987/88 were estimated as if the 
to the coffee year that begins on following year represented a 10 
October 1st of year t and ends on increment. 
September 30th of year t+1, and can 
only be sold during that coffee Source: Ministry of Agriculture 
year, unless special dispensation 
is granted by ICAFE. Table C.1O, 
which presents the quantities
 
exported and exports as a
 
proportion of total production during 1980-90, shows that between
 
86 and 90 percent of production is exported each year.
 

m. Internal Transport
 

Cherry coffee is transported by farmers to various pick up 
points in the area of influence of each mill, and later by 
millers to the mills, where the coffee is processed. Gold coffee, 
for exports, is transported from the mills to the port. The first 
category of transport cost is borne by the mills as part of their 
operating cost; the second is borne by the exporters and is 
included in the fixed "internal costs" of $1.65 per qq (100 ibs). 

n. Port of Embarkation and Country of Destiny
 

Table C.11 shows that most of the coffee is exported through 
port Lim6n, on the Atlantic, and Table C.12 shows that the U.S. 
and Germany are the major buyers of Costa Rican coffee (17.4 and 
16.5% each). 
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Table C.1O. Coffee: Amount and proportion exported and consumed
 
aomestically, 1980-1990
 

Year Production of Beginning Exports Exports/ Domestic Final Do&. consuIp!
 

gold coffee stocks Production Consumption stocks Production
 

I (t (M) (1) t) (t) (I
 
--- --.................... --- --- -................... ...............................................----­

1980/81 121,678 0 105,765 86.9 15,913 0
 
1981/82 104,52 1,123 90,932 86.9 14,773 0 14.1
 
1982/83 125,649 0 1b3,70 82.6 16,550 5,359 13.2
 
1983/84 117,167 5,359 106,860 91.2 13,730 1,936 11.7
 
1984/85 152,645 1,936 125,320 82.1 16,906 12,355 11.1
 
1985/86 94,102 !2,355 89,167 94.3 12,167 5,104 12.9
 
1986/e7 143,913 5,104 126,405 87.8 17,343 5,269 12.1
 
19B7/88 146,542 5,269 117,795 80.4 17,011 17,004 11.6
 
1988/89 167,222 17,004 129,441 77.4 18,549 36,237 11.1
 
1989/90 14.5,479 36,237 142,618 98.0 16,021 23,077 11.0
 
1990/91
 

Exports a/
 

Total Agree- Non agree­
ment tent
 

1980/81 105,765
 
1981/82 90,932 73,290 17,643
 
1982/83 103,740 67,554 36,186
 
1983/84 106,860 72,677 34,182
 
1984/85 125,320 72,124 53,196
 
1?85/8l6 89,187 76,719 12,467
 
1M86/87 126,405 113,891 12,514
 
1987/88 !17,795 72,143 45,652
 
!988/89 129,441 86,956 42,485
 
1939/9. 142,618 132,536 10,082

19 0/9i
 

a/	The O!C agreenent was suspended inFeb. 1986, reinstated inOctober 1987, and
 
suspended again inJuly 1989.
 

Source: ICAFE.
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-------------------------------------------------------------------

Table C.11. Coffee: Exports by port of embariation (1), 19G1/B2-178B89
 

Port of 'ear
 
Eabarkation -------------------------------------------------------­

1981/82 1514185 1985186 19B6/87 19BB/69 

Port Limon 70.8 70.7 88.9 08.1 85.7 
Port Caldera 5.7 29.3 11.1 11.9 1S.9 
Paso Canoas (southern 
border) 0.2 0 0 0 0.3 
Pe~as blancas (northern 
border) 23.3 0 0 0 0 
1nternationaI 
Airport (San Jost) 0 0 0 0 0.1 
Total 100.0 100.0 100.0 100.0 100.0 

Source: ICAFE.
 

o. Export Taxes and Other Barriers
 

1. Ad-valorem. According to Law No. 5519 of April 24, 1974,
 
all coffee exported to countries with which Costa Rica doesn't
 
have a free trade treaty pay an ad-valorem export tax not to
 
exceed 18% nor less than 1%, and to countries with which a free
 
trade treaty exist, the maximum is 7% and minimum 1%. Law No
 
11007H of December, 1979 fixed the ad-valorem export tax at 13%,
 
and Law 12445H of April 1981 fixed the scale presented in Table
 
C.13, which was modified on 12/08/88. This tax was to be paid by

the exporter upon canceling his obligations with the mill. The
 
total tax revenue and average percentage is presented in Table
 
C.14.
 

2. Export tax (ICAFE). Until Law 6988 of 6/26/1985 came into
 
effect, Law 3062 of 11/12/1962 required:
 

A tax of 02.00 per each 46 Kg of coffee sold on the coffee
 
exchange (Bolsa de Cafe), which went to ICAFE to defray its
 
expenses. This law was to affect all coffee sold, for exports or
 
domestic consumption beginning with the 1962/63 crop. Other parts
 
of the law required other temporary taxes to finance ICAFE. In
 
1980 it was changed to 3/4 of 1% of FOB. Law 6988 of 6/26/1985
 
abolished the previous and set a tax of 1% of all exports to
 
finance ICAFE.
 

3. OIC tax. Exporters must pay a certificate of origin tax
 
of $0.26 per bag of 60 Kg ($4.33/t), which goes to OIC.
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----------------------------------------------------------

Table C.12. Costa Rica: Principal coffee buyers, 1961/2-1989/90 (tons)
 

Average Average 
Country of 

19818/2-
-----------------------­

19671B 1968/89 
-----------

1969/90 
of 

1981/82­
(M) 

1986/87 1989/90 

MEMBERS a/ 

U.S.A. 21,110 13,637 14,037 29,508 19,573 15.64 
Finland 7,011 5,191 6,795 7,529 6,632 5.30 
France 3,615 4,876 5,424 5,522 4,909 3.92 
Italy 4,249 5,841 6,092 10,772 6,739 5.39 
Netherlands 5,545 6,226 5,557 10,582 7,127 5.70 
England 8,298 6,364 11,924 9,565 9,038 7.22 
Gereany b/ 17,394 16,446 21,009 32,720 21,892 17.49 
Sweeden 3,498 3,777 4,674 5,243 4,298 3.43 
Others 6,435 9,170 11,427 21,069 6,872 5.49 
Sub-total 82,717 72,129 86,939 132,510 93,574 74.78 

NON-MEMBERS 

Argentina 766 414 2,621 138 985 0.79 
Checoslov. 6,725 7,753 6,827 966 5,568 4.45 
Poland 3,071 7,911 9,510 207 5,175 4.14 
Germany c/ 3,138 4,532 5,800 - 3,368 2.69 
Others 8,614 25,033 17,718 8,769 B,591 6.86 
Sub-total 28,060 45,643 42,476 10,080 31,565 25.22 

TTAL 66,466 117,772 129,415 142,590 125,139 100.00
 

a! . . of the OIC agreement.
bers 

b!Federal Republic ef Germany.
 
c; Deaocratic Republic of Gerpany,
 

Source: ICAFE.
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Table C.13. Ad-valorem export tax on FOB value; April 1981
 

FOB price Tax Rate 

$/46 Kg (04/1981) 


Up to 95 4% 


95.1 - 115 4%+0.3%(FOB-95) 

115.1 - 175 lO%+O.I%(FOB-115) 

175.1 - 191 16%+O.125%(FOB-175) 

> 191 18% 


Source: ICAFE.
 

Table C.14. Coffee: Ad-valores export tax, 1579/80-1990/51
 

Year FOB Ad-valoreA FOB Ad-valoree 

value export rails tax/FOB 


tax value 


mill I mill $ mill$ () 

1975160 n.a. n.a. n.a. n.a. 

1980/61 26.4 19.6 241.1 7.3 

1961/82 240.4 25.9 203.5 10.3 

19B2/e, 223.4 21.8 195.8 9.8 

19B3164 257.1 25.6 226.6 10.0 

1984185 296.0 23.5 276.6 7.5 

1965/B6 350.1 58.6 309.6 16.7 

156/B7 406.4 38.6 28a.3 9.5 

1987/68 310.6 31.5 267.4 10.1 

1988/89 317.4 27.1 266.2 8.5 

1989/90 241.7 0.0 240.8 0.0 

190191 n.a. n.a. n.a. n.a. 


n.a. = not available
 
Source: ICAFE.
 

Tax Rate
 
(08/1988)
 

1%
 

l%+O.1%(FOB-115)
 

1O%+O.1%(FOB-115)
 

16%+O.125%(FOB-175)
 

18%
 

Average
 
rate
 

reported
 
ICAFE
 
()
 

18.0
 
10.4
 
10.3
 
4.0
 
8.2
 

10.1
 
18.0
 
10.5
 
10 5
 
53.0
 
1.0
 
1.0
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p. Export Costs
 

These costs include transport from mills to port, port costs
 
or charges, commissions of brokerage firms, and a return to the
 
exporter. The law recognizes the following as legitimate export
 
costs:
 

a. Transport costs according to bill;
 
b. 0.5% of ex-mill price for bank commissions;
 
c. US$0.30/qq (46 Kg) as general exporter expenses;
 
d. Commissions paid to foreign agents, a maximum of 2% of
 

the contract, when included in bank collections notes
 
or receipts.
 

According to exporters, all of these costs (excluding
 
returns to the exporter and commissions to foreign agents) are to
 
be covered by the $1.65/qq set by the authorities (they claim
 
that this is not enough, that today about $2.25/qq is required to
 
cover all costs). The law also fixes the return to the exporter
 
at 2.5% maximum.
 

B. DOMESTIC CONSUHPTION
 

q. Centers of Marketing and Consumption
 

Table C.9 showed that 11 to 14% of total production is
 
allocated to the domestic market, under a set of rules that are
 
totally different from those governing the export trade. The
 
Board of Directors of ICAFE decides each year, on the basis of
 
previous consumption and stocks, how much each mill must retain
 
for the domestic market. Most of this coffee is produced, milled,
 
toasted, packed and consumed in the Central Valley (the most
 
populated area of the country).
 

r. Marketing Costs and Storage Requirements
 

Coffee retained for the domestic market is held by the mills
 
until the moment of sale and the expenses are included in the
 
allowable mills overhead. When ready to sell, they must deliver
 
the batch to ICAFE, at the warehouse of the "'Bolsa de Caf6 de
 
Comercio Nacional". The coffee goes into auction (bi-weekly) at
 
the "Bolsa", where the price is determined. Once a buyer accepts,
 
he must pay the seller (mill) and pay ICAFE a fee of ¢2.00/46 Kg
 
to defray all costs associated with the process, including short
 
time storage at the "Bolsa".
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s. Price Controls, Taxes and Subsidies, Other Controls
 

Although the domestic price is determined. at each auction,
 
supposedly, by the interaction of the forces of supply and
 
demand, it is a price that largely reflects government's supply

control. Giving that ICAFE sets a minimum quantity that must be
 
allocated to the domestic market each year, and giving 
that
 
retail prices are also fixed by the government, the price paid

for coffee in the domestic market is largely distorted. Domestic
 
coffee toasters who buy coffee at these auctions must pay a ¢2/46

Kg tax to ICAFE, for its expenses.
 

C. PRICING HECHANISM AND PRICES
 

Export Prices. When exporters receive an order from a foreign

buyer and negotiate an FOB, price (at port), they estimate their
 
costs and taxes and make an offer to 
the mills, quoting an FOB
 
ex-mill (or rails) price. If accepted, the mill receives this
 
price, and pays the government only the production tax (when

required) out of the total 
 received. Exporters cover internal
 
costs to the port, other export crsts, export tax, and their fee
 
and profits with the difference oetween the ex-mill price paid

the mill and the FOB, Port they receive from the foreign buyer
 
(Table C.15).
 

Domestic Price. Each year ICAFE determines how much coffee each
 
mill must reserve for the domestic market. This coffee is then
 
auctioned off by-weekly at the coffee exchange, and a price is
 
determined by this process.
 

Producer Price. 
 The producer deliver his coffee in consignment
 
to the mill for processing and selling according to the miller's
 
best judgement. The mills market the coffee throughout the coffee
 
year, and at the end presents a report to ICAFE containing the
 
following information: total coffee received and milled, average
 
yield of gold coffee per DHL, total revenue from sales to export

and domestic markets, and costs allowed by law (not all costs are
 
deducted). ICAFE uses this information to fix the final
 
liquidation (to the producer) price the mill must pay 
 for cherry

coffee delivered by farmers. It deducts from total 
 revenue,
 
milling costs, the ad-valorem production tax and 
 a 9% return to
 
the mill (this is 9% of total revenue, after deducting milling

costs), to obtain that amount to be distributed among producers.

This total divided by the total amount of cherry coffee delivered
 
yields the average producer price per DHL.
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Table C.15. Coffee: Average FOB prices to preferential and world markets and
 

domestic prices, 1980/81-1990/91
 

FOB price
 
Year ---------------------------------- Domestic
 

Average Members Non- price a/
 
members
 

lit Sit lit Sit 

1980/81 2,548 2,686 1,944 57B
 
1981/82 2,644 2,667 1,627 473
 
1982183 2,153 2,691 i,148 567
 
1983/84 2,405 2,965 1,217 575
 
1984/85 2,362 2,941 1,575 523
 
1985/86 3,925 4,084 2,947 584
 
1986/87 3,215 b/ 3,244 2,979 532
 
19B7/88 2,637 2,868 2,272 587
 
1988/89 2,452 2,729 1,885 771
 
19n9/90 1,695 1,697 1,669 724
 

Year FOB Exchange FOB Domestic Domestic/
 

Rails rate Rails auction FOB rails
 

*/Kg US C/Kg Kg (1%)
 

1980/81 2.3 18.2 41.4 10.5 25.3
 

1981,82 2.2 36.0 80.5 17.0 21.2
 
1982183 1.9 40.0 75.6 22.7 30.0
 
1983/84 2.1 43.0 91.2 24.8 27.1
 
1984/85 2.2 48.7 107.4 25.4 23.7
 
1985/86 3.5 54.3 189.2 31.7 16.7
 
1986/B7 2.3 59.0 134.6 31.4 23.3
 
1987/88 2.3 70.2 159.7 41.2 25.8
 
1988/89 2.1 78.6 163.7 60.7 37.1
 
1989/90 1.6 87.7 142.6 63.5 44.5
 

a/At rates reported by ICAFE.
 
b/Estimated by the authors from data reported by ICAFE. ICAFE, however, also
 

reported an average price of $2,731.8/t.
 

Source: ICAFE.
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IV. METHODOLOGY
 

Nominal Protection
 

Milling Costs. We used the actual milling costs per ton reported
 
by ICAFE. These are the costs accepted by law (Table C.6)
 

Export Costs. These costs are not reported separately, neither
 
per unit (60 Kg bags) nor as a total disbursement. We thus tried
 
two approaches. The first was to estimate these costs as the
 
difference between export revenues and taxes. Given that the FOB,
 
port price is reported to be equivalent to the FOB, rails plus
 
export costs, ICAFE's export tax and the ad-valorem export tax.
 
We subtracted both tax revenues and the total export revenue at
 
the mills level (rails) from cotal export revenue at the port to
 
obtain total export costs. As shown in Table C.16, this approach
 
failed, since for 1984/85 and 1985/86 the resulting export costs
 
were negative; also, the cost per ton varied much more than could
 
be expected. Because of this we decided to use an alternate
 
approach. We quantified the costs according to the law that
 
regulates the industry. The costs were obtained as follows: we
 
imputed $36.36 /t for transport, 0.5% of FOB, rails for bank
 
commissions, $6.612/t for general export expenses and 3.5% of
 
FOB, port to cover commissions to foreign agents and export.eis
 
returns (see Table C.16). 

Border Prices. Coffee produced in any given year is either 
consumed domestically (11-14%) or reported to OIC members (under 
a quota system) or non-members (non-quota world market). Since
 
the amount exported to OIC member market is regulated by the
 
quota system, in order to obtain an average border price, we
 
valued the amount exported to OIC market at the prevailing
 
agreement prices and the rest (dowestic consumption plus export
 
to non-markets, see Table C.17) was valued at the prices

prevailing in the non-quota market. We thus obtained a weighted
 
average FOB, port price (border), which differ from the actual
 
(domestic) average price in the sense that the latter valued 11
 
to 14% of the coffee at domestic auction prices which were much
 
lower than the non-member export price.
 

Effective Protection
 

In order to estimate the EPCs we used detailed cost of
 
production figures reported by the Banco Nacional for maintenance
 
and partial renovation of coffee plantations, under the only
 
production system that exist. Prices of traded inputs were
 
adjusted acccrding to the tariff levels prevailing in each year
 
(see Appendix A). The prices of machinery services were adjusted
 
as follows:
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Table C.16. Coffee: Estimated export costs, 1980/81-1989/90
 

Export prices Export value Export taxes Export costs a/ Export
 
------------------------------------------.I-------------------- costs
 

Year Exports FOB FOB FOB Rails ICAFE Ad-valo- Total Per estimated
 
port rails rem unit according to
 

the law b/
 
Sit Sit mill S mill S sill I mill I mill S Slt
 

1980/81 105,765 2,54 2,280 269.4 241.1 2.0 19.6 6.7 63.6 143.5
 
1981/82 90,932 2,644 2,238 240.4 203.5 1.9 25.9 9.1 1004 146.7
 
1982/83 103,740 2,153 1,887 223.4 195.0 1.8 21.8 4.0 39.0 127.8
 
1983/84 106,860 2,406 2,121 257.1 226.6 1.9 25.8 2.8 26.2 137.8
 
1984/85 125,320 2,362 2,207 296.0 276.6 2.3 23.5 -6.4 -51.4 136.7
 
1985/86 89,187 3,925 3,471 350.1 309.6 3.5 58.6 -21.h -241.9 197.7
 
1986/87 126,405 2,732 2,281 345.3 288.3 3.5 38.6 15.0 118.7 150.0
 
1987/88 117,795 2,637 2,270 310.6 267.4 3.1 31.5 8.7 73.9 146.6
 
1988189 129,441 2,452 2,072 317.4 268.2 3.2 27.1 19.0 146.6 139.2
 
198990 142,618 1,695 1,688 241.7 240.7 2.4 0.0 -1.5 -10.3 110.7
 

a/Estimated as FOB value minus Rails value minus ICAFE tax minus the ad-valorem tax.
 
b/Includes $Z6.36/t for transport, 0.5% of FOB rails for bank comissions, $6.612/t for
 

general export expenses and 3.51 FOB price for comissions to foreign agents and exporters return.
 

Source: L!CA.
 

17
 



------------------------------------------------

------------------------------------------------

------------------------------------------------

Table C.17. Coffee: Amount and proportion exported to
 
members and rest, 1980/81-1989/90
 

Year Availabi- Exports Final Net
 
lity of to members stocks availa­

coffee a/ bility b/
 
t) t) Mt) (rest)
 

1M0/BM 121.678 n.a. 0 
 n.a.
 
1981M82 105.705 0
73.290 32,415
 
1982/83 125,649 67,554 5,359 52,736
 
1963/64 122,526 72,677 
 1,936 47,913
 
1984/85 154,581 72,124 12,355 70,102
 
1965/66 106,457 76,71q 5,104 
 24,635
 
1986187 149,017 113,891 5,269 29,B57
 
1987/86 151,611 17,004
72,143 62,663
 
1986/B 184,226 86,956 36,237 61,034
 
198/90 181,716 132,536 23,077 26,103
 

a/Availability isproduction plus beginning stocks.
 
b/Net availability (rest) isequivalent to availability ­

exports to members - final stocks.
 

Source: ICAFE.
 

Unit Value*13,000 = total domestic value (TDV)
 
TDV*(l/+MM) = CIF + tariff
 

Remove tariff by multiplying by (1/1+t)

Add marketing costs by multiplying by (1+MM)

Then divide by 13,000 to obtain border value per hour.
 
In sum, BUV = (U.V*(I/1+MM)*(/I+t)*(I+MM) 
= UIV*(1/1+t) 

Where BUV = Border Unit Value 

Table C.18 presents a summary of the costs of traded inputs,

at domestic and border prices, fcr 1981-1991.
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------------------------------------------------

----------------------------------------------

Producer Subsidy EQuivalent 

index includes
This 

three types of subsidy: from 

the marketing system or 

pricing policy, from 

subsidized interest rates 

and from government 
expenditures on research and 
extension. For the first 
category we multiplied the 
quantities produced by the 
difference between the 
domestic and border farm 
prices. In order to obtain 
the credit subsidy, i e 
multiplied the difference 
between the interest rates 
for commercial activities 
and those paid by commercial 
farmers times the total 
amount of credit provided 
per year. Since the data was
 
reported as cumulative
 
amounts lent throughout the 


Table 	C.18. Summary of value of traded inputs 

at domestic and border prices (C/DHL)
 

At At Average
 
Year domestic border protection
 

19B1 n.A. n.a. n a.
 
1982 n.a. n.m. n.m.
 
1983 n.M. n.a. n.a.
 
1984 n.a. n.a. n.a.
 
1995 na. n.a, no.
 
1996 n. noa. no&.
 
1987 1,142 993 1.15
 
1908 1,016 885 1.15
 
1989 1,370 1,103 1.16
 
1990 1,743 1,494 1.17
 
1991 1,883 1,702 1.11
 

Note: 	Only traded inputs use for maintenance
 
and partial renovation of plantations.
 

year, we used one year as the
 
duration of the loan. In reality it might have been loan for
 
shorter periods repeated several times throughout the year. The
 
effect is the same.
 

Consumer Subsidy Equivalent
 

In this index we included only the market effect of
 
requiring a minimum quota for the domestic market. We multiplied
 
the difference between domestic prices paid at the auction
 
(wholesale level) and border equivalent times total yearly
 
consumption.
 

V. INDICES
 

Nominal protection coefficients are presented in Table C.19.
 
Effective protection coefficients are presented in Table C.20;
 
producer subsidy equivalent in Table C.21; and the consumer
 
subsidy equivalent in Table C.22.
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lable C.I. Coffee: borner farm orce and Nominal Protection Coefficient. 19B1,82-198M/Lu
 

Coitee year or croc
 
----------------------------------------------------- r-------------------------------­
1981i82 196/83 1963/84 1984/85 195/66 1986/87 1976ME 1988/89 1989/9k
 

Exports under OIC agreement (members) 73.270 67.554 72.677 72.124 76.711 113.891 72.143 86.956 132.536
 
Ether exports plus oomestic consumption 32,415 52.736 47,910 70,102 24,635 29,857 62.663 61,034 26.103
 
Eyport Prices to OIC members 2,887 2.691 2.965 2,941 4,084 3,244 2,868 2,729 1,697
 
E~port prices to world sariets 1,627 1,146 1,217 1.575 4,947 2,979 2,272 1,885 1,669
 
Average FN Border 2.501 2,015 2.270 2,266 3,607 3,189 2,591 2,381 1,692
 

Less E.%port Costs 147 128 138 137 198 150 147 139 111
 
Averaoe FOB ;ails, oollars/ton 2,354 1.687 2,132 2,131 3.610 3,039 2.444 2,242 1,561
 
Eicnange rates 36 40 43 49 54 59 70 79 88
 
Average FOB rails, colones/tor 84.720 75,4B1 91,755 103,718 195,857 179,370 171,642 176,302 138,670
 
..................................................--------------------------------------------------------------------------------


Less milling costs per ton 2.300 3,970 5.310 5,960 7,370 8,100 9,150 9.670 10,646
 
Net revenue to sills B1,920 71.511 B6,445 97,75B 188,487 171,270 162,492 166,432 128,024
 

Less return to mills (9'of net) ai 7.373 6,436 7,780 8,798 16.,964 15,414 14,624 14,979 11,522
 

Border fare price per ton of cold coffee 74,547 65,075 78,665 88,960 171.52' 155,855 147.86 151,453 116,502
 
Number of DHL of cherry per ton of cola coffee 43 43 45 44 45 45 43 44 44
 

Border price per DHL of cherry 1,723 1,497 1,768 2,020 3,849 3.479 3,401 3,446 2,638
 
Domestic price oer DHL of cherry 11231 1,118 1,431 1.635 2.977 2,102 2,563 2,664 2,548
 

Nominal Protection Coefficient at farm level 0.71 0.75 0.61 Q.01 0.77 0.60 0.75 0.77 0.97
 

a/Returns allowed iegall,.
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------------------------------------------------------------------------------------------------------

Taole C.20. Coffee: Efctive Protection Coefficients at farm level, 1961/82-1989/9
 

1981/82 1982/83 1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989i9
 

Domestic orce er DHL of cherry 
Value of traded inputs at domestic orices 
Value added at domestic prices 

1,231 1,118 1.431 1,635 2,977 2.102 
1.142 

960 

2,563 
1,016 
1,547 

2,664 
1,370 
1.294 

2.54E 
1.743 
805 

order price per DHL of cherry 
Value of traded inputs at boraer prices 
Value added at border prices 

1.723 1.497 1,768 2,020 3,849 3,479 
993 

2.486 

3,401 
885 

2.516 

3,446 
1,183 
2,262 

2,63i 
1,4;4 
1.143 

EPC Effective Protection Coefficient 0.39 0.62 0.57 0.70 

... ......... 
 .--------------------.. 
 ..- . ....-----------------------------------------------------------------------------Data on costs of production was not available for 1980/81-1985/86.
 
Export and price data for 1990/91 not yet available.
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'able .1. Coffee: Producer Subsidy EQuivalent, 1984,65-19ai/90
 

Mariet Credit Public Total Percent 

Crop interv. policy Expend. subsidy subsidy I 
Year Mill C Hill C Mill C Mill C (Ml 

1984/85 -2,58" 18.66 20.27 -2,548 -23.2 

19B5/B6 -3.657 21.29 22.30 -3,614 -28.9 
l98o!E7 -8,860 10.12 24.53 -6.846 -65.3 
1967/68 -51339 20.76 26.96 -5291 -32.4 
1968169 -5,7AB 18.64 35.75 -5.693 -29.1 

1969/90 -576 17.60 32.84 -528 -3.2 

I Percent of the value at domestic orices. 

Table C.22. Coffee: Consumer Subsidy EQuivalent. 1984/85-19B9/90
 

DoGest Price Price Subsidy Percent 

Crop Consuip differen differen equiv. subsidy I 
Year t USS/t Col/t Mill C 

19E8IF 16906 1.702 8.902 1401.54 325 
1985/86 176 ,141 170,661 2076.68 536 

loB7 17:., . 3 14,4A7 2591.86 476 

I1,93B 7011 I,01 133,619 2272. 5 324 
cot/"9 I 9 1.542 121.15 2247.87 200
 

19BM91O 16021 560 75,448 120.76 119
 

I Percent of the value at domestic prices.
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I. PRODUCTION
 

a. Area, Production, Yields
 

Area, production and yields are presented in Tables S.I
 
and S.2.
 

Table S.l. Costa Rica: 	Sugarcane and sugar production, zafra
 
197910-1990191
 

Zafra S.cane Yield c/ Sugar Prod.n Prod.
 
milled Sugar prod.n raw sugar sugar all
 

a/ b/ 962Pol/t 96gPol equiv. d/ types d/
 
(000 t) (kg) (000 t) (000 t) (000 t)
 

1979/80 2,199 90.5 159.0 190.7 IB9.9
 
19B0181 2,204 91.6 201.8 193.4 189.7
 
1981182 2,129 91.0 193.8 185.8 181.5
 
1982/83 2,226 95.8 213.3 204.4 199.9
 
1983/84 2,61B 98.0 256.6 245.9 241.3
 
1984/B5 2,343 107.0 250.8 240.3 236.4
 
19B5/B6 2,484 103.0 256.0 245.3 240.1
 
1986/B7 2,357 98.1 231.2 221.6 216.6
 
1987/88 2,480 97.0 240.6 230.5 224.9
 
OH88/8M 2,193 102.4 224.5 215.1 209.7
 
1969/90 2,437 100.8 245.7 235.5 230.2
 
1990/91 2,630 102.4 265.3 258.0 252.8
 

a/Zafra istotal harvest during a cane year Oct.1 to Sep.30.
 
b/Figures are reported as total cane milled, rpot
as cane production.
 
c/For 179/80 - 1982/83 yields were estimated from reports of sugar
 

production (562) and cane milled.
 
d/Conversion factor is1.04348. Column 4 is divided by this factor.
 
e/Includes white sugar, Fol. 95.5 and i9.8; raw sugar, Pal. 98.0 and
 

alcohol expressed inwhite sugar equivalent, Pol. 99.5.
 
as reported by LAIC'.
 

Source: L'-iCA
 

b. Production by Regions
 

Table S.3 presents production of cane and sugar by
 
region for the period 1979/80-1989/90.
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Table 5.2. Costa Rica: Structure of sugar production 

Zafra White sugar ai 
-----------------

Raw sugar 
..-----------------

Alcohol in 
w.s. equiv. b/ 

--- - - - ---... . . -

Total cl 
. . . . . .-------- - - - -

(000 t) Z (000 t) % (000 t) Z (000 t) I 

1979/80 
1920/81 
19C1/82 
1982/83 
1983184 
1984185 
1985/86 
1986/87 
1987188 
198/89 
1989/90 

117 
117 
140 
150 
159 
140 
143 
165 
157 
172 
167 

61.6 
61.5 
77.2 
74.9 
65.9 
59.0 
59.4 
76.4 
69.7 
82.2 
72.5 

73 
73 
41 
50 
82 
79 
64 
49 
49 
37 
63 

38.4 
38.5 
22.8 
25.1 
34.1 
33.3 
26.5 
22.7 
21.6 
17.8 
27.5 

0 
0 
0 
0 
0 

18 
34 
2 

20 
0 
0 

0.0 
0.0 
0.0 
0.0 
0.0 
7,7 

14.0 
0.9 
8.7 
0.0 
0.0 

189 
190 
182 
200 
241 
236 
240 
217 
225 
210 
230 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

a/Includes refined sugar. 
b/Alcohol converted to white sugar equivalent. 
c/Sum of both types of sugar. 

Source: LAICA. 
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Table 	S.3. Costa Rica: Sugar production by region, 1979/80-1990191
 

afra 	 Guanacaste and Central Atlantic Northern Total
 
Puntarenas Pacific (Turrialba) (San Carlos)
 

Cane a/ Sugar Cane a/ Suqar Cane a/ Sugar Cane a/ Sugar Cane a/ Sugar
 
prod. b/ prod. bl prod. b/ prod. bl prod. b/
 

(000 t (000 t (000 t (000 t) (000 U (000 t) (000 t (000 t (000 0 (000 t
 

1979/80 784 62 793 74 419 39 203 15 2,199 190
 
19BO/81 1,000 80 662 65 355 32 166 12 2,203 190
 

1981/B2 986 76 666 64 295 27 182 14 2,129 182
 
1982/B3 1,033 B9 656 65 346 31 18B 14 2,223 200
 
1983/84 1,213 110 760 74 397 37 249 20 2,619 241
 
1984/B5 1,047 102 731 /5 406 3B 265 22 2,449 236
 
1985186 1,216 117 649 66 367 35 253 22 2,485 240
 
1986/87 1,063 95 649 65 366 34 280 23 2,358 217
 
1987/68 1,258 111 617 61 321 31 282 22 2,478 225
 
1988/B9 1,071 102 536 54 2B9 2B 29B 25 2,194 210
 
1989/90 1,341 127 520 52 284 27 292 24 2,437 230
 
1990/91 1,548 156 549 55 259 24 273 23 2,629 259
 

Average 1,130 102 651 64 342 32 244 20 2,367 216
 

Percent 47.7 46.8 27.5 29.5 14.4 14.7 10.3 9.0 100.0 100.0
 

a/Amount of sugar cane processed.
 
b/Of 	all types.
 

Source: LAICA
 

c. 	Seasonality
 

The production season or "zafra" goes from October 1 of
 
each year to September 30 of the following. Because optimum
 
levels of sucrose are obtained during the dry months,
 
harvesting occurs as shown in Table S.4. Table S.5 presents
 
production by months in the different regions.
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Table S.4. Sugarcane: Harvesting months (zafra)
 

Region 


Atlantic (Turrialba) 

North (San Carlos) 

Central Pacific (Atenas) 

North Pacific (Guanacaste) 

So,4th Pacific 


Source: LAICA.
 

Harvest month
 

January - June (August)
 
January - June
 
January - June
 
January - April
 
January - May 15
 

Table S.5. Costa Rica: honthly sugar production, zafra 1989/90 a/
 

Month
 
-------------------------------------.-------------------. 
 Total
 

January February March April From lay Production
 
on
 

(t) (t) (t) (t) (t)
 

Central Pacific 6.532 12,652 16.3S5 11.063 5.611 52,222
 
Guanacaste and
 
Funtarenas 25.337 31,741 35.617 26.563 7,803 127,060
 
Northern 227 3,974 6,515 4,698 8.069 23,503 
Atlantic 1,056 5.150 6,660 5,560 8,953 27.S99 

rotal 33,152 53,518 65.177 47,883 30,456 230.185
 
" of total 14.4 23.2 ;.3 20.8 3.2 100.0
 

a/ Sugar of ll types.
 

Source: LAICA.
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d. Type of 	Producers
 

Table S.6 shows that sugarcane is mostly grown by large

enterprises (haciendas). In 1984, for example, 60% of total
 
area was planted on farms of more than 200 hectares.
 

Table S.6. 	Distribution of sugarcane farms by farm size
 
groups, 1984
 

Farm Size No. of Total area Area in each
 
(ha) farms planted farm size group
 

< 1 to 5 2,731 2,C80 5.6 

5 to 10 1,290 2,575 5.4 

10 to 20 1,176 3,252 6.9 

20 to 50 1,192 4,353 9.2 

50 to 100 542 3,229 6.8 

100 to 200 220 2,754 5.8 

200 to 500 155 5,513 11.6 

> 500 70 22,930 48.5 

Total 7,376 47,28S 	 99.8
 

Source: DGEC, Agricultural Census, 1984.
 

e. Production Systems and Technological Levels
 

There is basically one technological level, the one
 
used to estimable the effective protection coefficients.
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II. PRODUCTION INCENTIVES
 

f. Guaranteed or Administered Prices
 

The whole activity is regulated by a government
 
monopoly called Liga Agricola e Industrial de la Cafta
 
(LAICA). This is the only institution or entity that can
 
market sugar and sugarcane products.
 

The farmer gets a pooled price, which is calculated
 
according to a formula, based on three (consumer) sales
 
prices: the domestic, U.S. preferential and the
 
international oi world price.
 

g. Credit
 

Table S.7 presents the evolution of credit to this
 
activity and estimates of the subsidy equivalent.
 

Table 5.7. Credit to sugarcane growers, 1985-91
 

Total Interest Commercial Differ- Subsidy
 
credit rate bi rate c/ ence Equivalent d/
 

Year (O06 Col) (M) () (Colones)
 

1985 3"2.34; 23.0 30.0 7.0 d3,264,430
 
1986 329,482 20.5 28.0 7.5 24,711,150
 
187 a/ 408,664 25.5 29.0 3.5 14.303,240
 
1988 487847 26.0 31.5 5.5 26.831,563
 
1989 4M9.108 27.0 31.0 4.0 19,964,328
 
1990 608.033 34.0 36.9 2.9 17,632,954
 
1991 58b,797 37.0 39.8 2.8 16,136,907
 

a/Obtairted by interpolating between figures for 15B6 and 1988.
 
b/We took the rate reported by the Banco Nacional de Costa Rica
 

for acriculture (the large producer case).
 
c/We used the rate quoted by the BNCR for 'other activities'.
 
d/We assumed that loans were for twelve months.
 

Source: Dpto. Cr~dito Rural, 8anco Nacional de Costa Rica.
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h. Traded Inputs
 

See Appendix A.
 

i. Income Tax
 

LAICA is exempt from both sales and income tax, but
 
producers and the mills are required to pay it.
 

j. Public Expenditures 

Sugarcane research and extension is carried out by the
 
Directorate of Sugarcane Research 
and Extension (DIECA).

Table S.8 presents DIECA's annual expenditure for the period

1984/85-1990/91; as to
well as funds transferred 

organizations of sugarcane producers.
 

Table 5.8. Public expenditures it.
the sugarcane sector,
 
1856-91 

Research Producer 
Year & exten- Oroaniz- Total 

sio, ations 
a bi 

...... Mill Colones ....
 
1985 15.9 n.a. 15.9
 
1986 16.1 A.a. 16.1
 
1987 20.1 n.a. - 20.1 
1988 24.6 14.6 35.2 
1967 26.2 9.7 35.5 
1990 29.2 11.5 40.7 
1991 41.6 19.4 61.0 

ai Budget of DIECA, the sugarcane research and extension
 
directorate.
 

b/Contributions to Federacion de Caaaras and
 
atS Casaras de Frodurtores. These averaaeO 0.1961 
of domestic value of the zafra during 19H/B-1989/90.
 
We used the same proportion for 1990/91.
 

n.a. = not available
 
Source: Dpto. Cridito Rural. Banco Nacional de Costa Rica.
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III. MARKETING
 

A. EXPORTS
 

k. Exporters and Exports
 

The country exports about 30% of total production
 
through LAICA (Table S.9), which owns its own port facility
 
at Punta Morales, on the Pacific Coast, through which almost
 
all sugar and alcohol is exported. At'this location, it owns
 
a warehouse with capacity for 80.000 tons of sugar. Exports
 
are to the U.S. (sugar and alcohol) and to the international
 
markets:
 

United States: Costa Rica participates in the U.S quota
 
system, by complying with USDA's allocation. In 1982, Costa
 
Rica was awarded a quota equivalent to 1.5% of total U.S.
 
imports; and in 1983, when Nicaragua's quota was reduced,
 
Costa Rica was granted 32% of Nicaragua's. Between Jan/89
 
and Sept/90 USDA modified the quota 5 times, the last of
 
which took away the proportion of Nicaragua's quota that was
 
being filled by Costa Rica (Table S.10).
 

International: The rest of Costa Rica's exports goes to
 
the international market. In 1989/90, for example, 83% of
 
total exports went to this market (Table S.10).
 

1. Internal Transport
 

Sugarcane is transported from the farms to the sugar
 
mills located in each of the regions. There is almost no
 
transfer of sugarcane to mills in other regions (would be
 
too costly). Once processed, at regional mills, the
 
resulting sugar is transferred to LAICA's warehouses, which
 
are also strategically located in each region. The mills in
 
Guanacaste, which are closest to Punta Morales, are
 
generally instructed to process sugar for exports. Thus
 
exported sugar is mainly transported by LAICA from its
 
warehouses in Guanacaste to Punta Morales, and the costs are
 
considered part of LAICA's marketing cost.
 

m. Port of Embarkation and Country of Destiny
 

Almost all sugar is exported from LAICA's facilities at
 
Punta Morales on the Pacific. Table S.11 shows the countries
 
of destiny of Costa Rica's sugar export. The principal
 
buyers are the United States and the former USSR.
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Table S.9. Sugar: production, consuiption and exports,
 
1979/80-1990/91 a/
 

7afra Produc- Domestic Exports
 
tion Consump-


tion Total 


(00O t) (000 t (000 t 


1979/80 190 127 80 

1980/81 190 128 75 

198!/82 C/ 182 133 44 

1982/83 200 130 64 

1983/84 241 135 88 

1984/B5 236 142 46 

19e5/86 240 153 76 

1986/87 217 155 76 

1987/88 225 15B 58 

19BB/89 210 158 45 

1989/90 230 165 68 

1990191 259 167 98 


Exports
 
Alcohol as percent
 

b/ of prod.
 
(000 U (Z) 

0 42.1 
0 39.6 
0 24.4 
0 32.2 
0 36.5 

18 19.7 
34 31.7 
2 35.0 

20 25.9 
0 21.6 
0 29.5 

10 37.8 

a/Differences between production and total use are
 
accounted for by changes instocks.
 

b/Inwhite sugar equivalent.
 
cl 10,000 t were imported in1981/82.
 

Source: LAICA
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Table 5.10. Costa Rica: Sugar exports by markets
 
(I962183-1990!91)
 

Zafra Total U.S. World U.S Pref. 
exports Prefer. market as prop. 

market of total 

1982/83 64,408 38,102 26,306 59.2
 

1383/84 68,204 56.623 31,581 64.2
 
1984/B5 46,498 40,670 5,828 67.5
 
1985/86 76.155 29,069 47.086 38.2
 
1986/87 76,000 15,951 60,049 21.0
 
1987/68 a/ 56367 17,761 40.606 30.4
 
1988/89 b/ 45,302 38,469 6,833 84.9
 

1989/90 67,884 11.290 56,594 16.6
 
1990/91 88,222 25,383 62,839 28.8
 

a/LAICA also reports 11,099
 
b/LAICA also reports 11,193.
 

Source: LAICA
 

Table S.11. 	Countries of destiny of Costa Rica's sugar
 

export, zafras 1587/86-1989190
 

Country 	 1987/88 196189 1989/90

(tI Itl Ct)
 

Preferential
 

U.S.A. a; -!.864 23.802 47.534
 

World
 
Russia 25,503 [50
 
Mexico 	 14,000
 
Irinidad
 
and Tobao 3,000
 
Nicaragua 3,250
 
Switzerland b/ 


Total 58.367 45.302 67.84
 

a/Includes in-bond sugar for next period.
 

b/Raw sugar exported directly by Cooperativa Victoria.
 

Source: LAICA
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n. Export Taxes and Other Barriers
 

Because of the monopoly, exports are quantitatively
 
restricted, with the interest of satisfying domestic demand
 
at fixed consumer prices. Sugar imports have also been
 
restricted. Until 1986 a tax of 3% and an export right of 1%
 
were fixed. The municipality of Puntarenas collects a small
 
export tax.
 

o. Export Costs and Prices
 

According to LAICA's reports, export costs averaged US$
 
22/t in 1989/90 and US$ 10.6/t in 1990/91 (Table S.12).
 

Table S.12. Fooled prices and costs of sugar exports,
 
1979/80-1990191, inU.S.$/t
 

---.- .--
.... - .... ..........- .--------- ..... ..... .........-- ...-- - -


Premium &
 
Zafra FOU polariz. FOB Export Net
 

price bonus value costs price
 

1379/80 541.4 11.0 552.4 29.0 523.4 
15B0/81 624.6 12.8 637.4 31.6 605.6 
19B/B2 301.2 1.0 302.2 29.4 272.6 
182163 464.0 5.0 469.0 2B.0 441.0 
1783/84 344. 9.8 354.6 30.2 324.4 
1984185 257.8 8.6 266.4 21.4 245.0 
1985/86 2(8.0 5.4 213.4 11.0 202.4 
1986/87 247.6 5.2 252.8 13.0 239.B 
19B7/BB 301.0 8.6 309.6 14.4 295.2 
lBB/B 347.0 7.6 354.6 15.6 339.0 
IRM8/1O 37B.0 10.6 38B.B 22.0 366.6 
1990/91 282.0 6.2 290.2 10.6 279.6 

Source: LAICA
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B. Domestic Consumption
 

p. Proportion Consumed Domestically
 

Table S.13 presents total domestic consumption in terms
 
of white and raw sugar, for the period 1979/80-1990-91;
 
Table S.14 presents average yearly consumption of white
 
sugar on a regional basis, for the period 1984/85-1989/90;
 
and Table S.15 presents average yearly consumption, for
 
1988/89-1989/90, according to uses and users.
 

Table 5.13. Costa Rica: Dosestic consumption 
of sugar, 1979/80-1990/91 

white al Raw b/ 
Zafra sugar sugar 

99.5'Pol 96'Pol 

(t) (t)
 

1979/80 126,820 136,470
 
1980/1 128,362 138,129
 
1981B8 132,548 142,634
 
1982/3 129,777 139,652
 
1983/84 135,289 145,583
 
1984/85 142,253 153,077
 
1985/86 1'1,280 164,943
 
1986/87 154,665 166,433
 
1987/88 157,570 169,559
 
1988/89 157,625 169,619
 
1989/90 164,683 177,213
 
1990/91 167,116 179,832
 

al Mostly white or white equivalent.
 
b/Obtained by sultiplying white
 

sugar times 1.07609.
 

Source: LAICA.
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Taole 5.14. Domestic consumption by warehouses and
 
regions, average for 1984/85-1989/90
 

Warehouse 

and region 


CENTRAL a/ 

Alajuela 

Cartago 

La Uruca 

Victoria 

San Gerardo 

Naranjo 


CENTRAL PACIFIC 

Puntarenas 


Punta Morales 

Ban Ramon 


NORTH PACIFIC 

Liberia 


SOUTH PACIFIC 

San Isidro 


NORTHERN 

Quebraoa Azul 


ATLANTIC 

Turrialba 

Limon 


Total 


a/Central includes all 


Scrre: LAICA.
 

Average of Percentage 
1;84/65­
1989/90 

(it) () 

115,174 74.3 
11,147 
9,747 

07,103 
12 

178 
6,986 

6,432 4.1 
4,340 

2,013 
'0 

8,234 5.3 
6.234 

11,544 7.7 
11.944 

3.804 2.5 
3,804 

9,426 6.1 
4.715 
4,711 

155,013 100.0 

locations inCentral Valley.
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---------------------------------------------------------------

Table S.15. 	Costa Rica: Domestic sugar consumption, by activity, average of
 
zafras 1588/89 and 1989190, intons
 

Zafra
 
Activity ------------------------------------------------------


Refined
 
White --------------------------------- Total
 
sugar Indus- Domes- Total
 

trial tic
 
t (t) (t) (t) (t)
 

Direct consugption 113,95B 151 2,275 2,426 116,3B5
 
Coffee toasters 6,000 1 0 1 6,001
 
Bakeries 2,364 65 4 69 2,433
 
Confectioneries 9,219 1,194 3 1,196 10,415
 
Pharmaceuticals 431 233 1 233 665
 
beer and liquors 153 205 1 205 359
 
Sauces 521 20 1 20 541
 
Gelatin 1,069 28 0 28 1,096
 
Juices, Syrups 42B 366 0 366 794
 
Soft drinks 14,080 363 0 383 14,464
 
Children food & Ice cream 3,867 639 0 639 4,506
 
Base for soft drinks 2,098 452 0 452 2,550
 
Hotels and restaurants 35 0 0 0 35
 
Animal feed 1 0 0 0 1
 
Other 21 0 0 0 21
 

Total 	 154,245 3,737 2,2B4 6,021 160,265
 

Source: LAICA.
 

q. Marketing and Consumption
 

Marketing is done by'LAICA, who' sells to wholesalers,
 
retailers and consumers, at prices fixed by the Ministry of
 
Economy, Industry and Commerce (MEIC). Consumption by region
 
is presented in Table S.14.
 

r. Marketing Costs and Storage Requirements
 

In 1990 LAICA had the capacity to store 92,000 tons,
 
which means that in a year it could store up to 165,600
 
tons. The warehouses are located in AlaJuela, NaranJo, La
 
Uruca (busiest), San Carlos, San Isidro, Turrialba, Liberia,
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-------------------------------------------------

--------------------------------------------------

Cartago, Punta Morales (for export), Puntarenas and Lim6n.
 
Storage costs at these warehouses are included in the
 
marketing costs that are deducted from total receipts. Table
 
S.16 shows the marketing costs incurred by LAICA during
 
1987/88-1989/90. These costs averaged 14% of the total value
 
of the zafra during the period.
 

Table S.16. Sugar: Income, expenditures and farm price,
 
zafras 198718-19Bi9o (millions of colons)
 

1987/8B 198B/89 19B9/0
 

Value of zafra 5,532.1 6,563.5 7,514.1 
White sugar 3,82.7 5,172.5 5,830.8 
Raw sugar 1,274.6 1,331.4 1,663.1 
Alcohol 374.9 1.6 0.0 
Forward sales 6.0 78.0 20.1 

Less: Appropriatlons and 
Retentions (taxes) a/ 62.5 69.9 70.2 

Less: Marketing costs 851.7 912.9 983.4 

Plus: Value of melaza 232.9 311.4 395.4 

Plus: Value extra-quota b/ 0.0 0.0 550.1
 

Total Value at Mills 4,890.8 5,912.2 7406.2
 

Millers share (37.51i 1.834.1 2,217.1 2,777.3
 

Farmers share (62.52) 3,056.8 Z,695.1 4,628.9
 

Ions of cane (thousands) 2,479.5 2,193.3 2,436.7
 

Fare orire oer ton cane 1,232.8 1,684.7 1,859.6
 

a/	Payments to Camara de Azucareros, Federacibn de C~laras
 
and Camaras de Productores, Plan Vial, and Capital to LAICA.
 
These are all taxes.
 

b!	Value of sugar produced over and above the quota assigned
 
to each sugar mill. This isproduced and sold at their own risk.
 

Source: LAICA
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s. Price Controls and Other Forms of Intervention
 

The MEIC fixes the prices LAICA sells to wholesalers,
 
retailers and consumers, as well as the wholesale and retail
 
margins. Table S.17 presents a history of the domestic
 
prices fixed during 1979/80-1990/91.
 

lable 6.17. 	Domestic sugar prices fixed
 
by the aovernment, t/kg. 1973/80-190/01
 

year Date LAICA Consumer 

Price Price 

al b/ 

1979/80 25/02/80 3.44 4.00 

1980/81 01/06181 4.25 4.95 

19B1/2 05/10/1 5.84 6.80 
1382/93 16/02/62 8.17 9.50 

1983184 20/0B/82 14.30 16.50 

1984/85 12/04/63 17.43 20.50 

1965/86 15/01/85 20.08 23.50 
1986/87 23107166 22.90 26.80 

1987/88 19/01/88 26.06 30.50 

1988/89 16/112/8B 30.40 35.50 
198689 07/08/89 33.03 38.65 

1989/90 06/0B/90 36.16 42.30 

1990/91 18/01i1 44.00 51.25 

a/ Sold only in 50 Vg bags. 

Source: LAICA 

t. Taxes
 

LAICA pays municipal taxes, and producers are not
 
exempt from income taxes. There is no sales tax on sugar.
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C. PRICING MECHANISM AND PRODUCER PRICES
 

Under the current marketing arrangement, producers
 
(integrated with mills and independent) deliver their
 
sugarcane to the mills for processing. The mills process the
 
cane and deliver the sugar to LAICA, for which they receive
 
and advance (partial payment). The mills, in turn,
 
periodically pay the farmers advances on the cane delivered.
 
At the end of the sugar year, LAICA determines the zafra's
 
total value, according to the different products sold in
 
each market (white sugar, raw sugar, alcohol and melaza, in
 
the domestic, U.S. preferential and world markets). From
 
this they deduct a number of taxes to different institutions
 
and payments to LAICA, to obtain the value of the zafra at
 
the sugar mill level. The value of the melaza (Table S.18)
 
is then added to obtain the total revenue to be distributed
 
among the mills and cane producers. By law, the mills
 
receive 37.5% of this total, and farmers 62.5%. This implies
 
that the cost of industrializing the cane is 37.5% of the
 
receipts. This can be construed as a distortion, but it will
 
nz t be addressed in our calculations. We will take the 37.5%
 
as the valid processing cost. The remaining 62.5% is then
 
divided by the total tonnage of sugarcane delivered to
 
obtain the farmer's price per ton of cane.
 

Table S.18. 	Costa Rica: Value of melaza,
 
zafra of 19B3/84-1990/91
 

Sugar Total Price 
Zaira care Yield pruduc. of Total 

mi~led of me- of nelala value of 
laza kg selaza aelaza 

(000 tl Itcarle (t) sill 

19831/84 2,618 35.8 93,632 n.a. n.a. 
1984/85 2,343 36.1 84,506 n.a. n.a. 
1985/86 2,484 28.3 70,266 n.a. n.a. 
1966/87 2,357 36.6 86,320 n.a. n.a. 
1987/88 2,480 43.3 107,397 2,727 292.9 
1988B89 2,193 39.6 86,848 3,586 311.4 
1989/90 2,437 40.6 99,029 3,750 371.4 
1990/91 2,629 41.3 106,583 5,354 581.3 

n.a. = not available
 

Source: LAICA
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IV. METHODOLOGY
 

Nominal PrcteL±in
 

Value of the Zafra. Is the total value of all the products
 
obtained from the sugarcane delivered to the mills by
 
producers. Is the sum of the revenues from the different
 
products in the various markets. We estimated the total
 
value of the zafra by assuming that there are two
 
international markets: the U.S. preferential and the world;
 
and that in the absence of domestic distortions, Costa Rica
 
would meet the quota in the U.S. preferential market and
 
have the opportunity to sell the rest on the open world
 
market. We thus valued the quota amount at the preferential
 
prices and the rest at world prices. The sum of these two
 
quantities provides the border value of the zafra (see Table
 
S.19).
 

Marketing Costs. These are all the costs incurred by LAICA
 
to market the whole zafra, both in the domestic and export
 
markets. Thev include transport, storage, management,
 
capita) outlays, labor, etc. These can be considered
 
whcleealing, retailing and exporting costs. Total marketing
 
cost Ior each zafra of the period 1987/88-1989/90 is
 
reported by LAICA. In this study we took the average
 
percentage reported for the three zafras (14%) and applied
 
it to the rest of the period, including 1990/91.
 

Value of Melaza. The total values of the melaza obtained
 
from the 1987/88-1989/90 zafras were reported by LAICA. This
 
represented roughly 5% of the value of the zafra without
 
melaza. We thus used this 5% of the value of the zafra as
 
the approximate value of the melaza for the r;st of the
 
period.
 

Rffective Protection
 

We took the traded inputs listed in the "avios" used
 
for loans to sugarcane producers, for operating the
 
plantation, and adjusted the costs for tariffs and other
 
taxes, in order to obtain their domestic and border values
 
(Table S.20). We then subtracted the value of inputs (costs)
 
per ton of sugarcane from the value of the sugarcane itself
 
to obtain domestic and border value added at the farm level.
 
The effective protection coefficients are equivalent to the
 
division of domestic and border value added.
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Table 5.15. Costa Rica: Border value of the zafra. inraw sugar eouivalent.
 
1-79/80-1990/91 

Zafra Prod. Exports 
raw suaar US Frefe-

equiv. rential 1/ 

(000 t) (M 

Diffe- Avg. price 
rence US Frefe-

rential 

(M S/t 

Average 
price 
world 

market 
sit 

Value of 
export 

US Pref. 

000 $ 

Value of 
rest at 
world 
prices 
000 $ 

lotal 
value of 

zafra 
(border) 

000 S 

1979/BD 
19SO/61 
1J81/62 
1962/83 
1983/64 
1964/85 
1985/E6 
1986/87 
1967/86 
1988/89 
1969/90 
1990191 

190.7 
193.4 
185.8 
204.4 
245.9 
240.3 
245.3 
221.6 
230.5 
215.1 
235.5 
265.3 

n.a. 
n.j. 
n.a. 

38,102 
56,623 
40,670 
25,069 
15,951 
17.761 
38,469 
11,290 
25,384 

n.a. 
n.a. 
n.a. 

166,263 
169,301 
199,675 
216,218 
205,614 
212,775 
176,674 
224,171 
"39,716 

643.6 
427.4 
401.0 
465.6 
459.1 
428.3 
441.7 
461.1 
467.5 
482.7 
492.9 
456.9 

612.1 
354.7 
164.7 
166.2 
94.6 
69.5 
113.3 
130.1 
204.6 
261.9 
256.6 
227.0 

ri.a. 
n.a. 
n.a. 

17,746 
25.998 
17,419 
12,841 
7,356 
8,304 
18,570 
5,565 

11,596 

n.a. 
n.a. 
n.a. 

27,639 
17,951 
13,862 
24,507 
26,749 
43,531 
46,269 
57,523 
54,466 

n.a. 
n.a. 
n.i. 

45,386 
43,950 
31,301 
37,347 
34,104 
51,635 
64,840 
63,087 
66,067 

n.a. = not available 
1/U.S. preferential and world prices reported by OAS, Department of Economic and 
social affairs. We took tne reported price for each calendar year as iffor 
the zafra of that year; and deducted US520/t for freight to international markets. 

Table 2. Summary of value of traded inputs 
at domestic and border prices (C/t, 
1961/1991 

Year 
At 

domestic 
At Average 

border protection 

1961 
1962 
1983 
1984 
1985 
1966 
1987 
1986 
196i 
1990 
1931 

40 
B 

149 
ERR 
155 
166 
184 
210 
233 
224 
276 

36 
61 
123 
ERR 
132 
135 
152 
181 
197 
199 
2 

1.10 
1.09 
1.22 
ERR 

1.18 
1.24 
1.22 
1.16 
1.16 
1.12 
1.OB 
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Producer Subsidy Equivalent
 

Credit. In order to estimate the subsidy equivalent from
 
cheaper credit, we used the credit amounts reported by the
 
Central Bank and the interest rate reported for agricultural
 
loans. The rates were then compared to the rates reported
 
for "other activities" in order to determine the subsidy.
 
Since the total credit was reported as the cumulative
 
amounts disbursed throughout the year, we used a loan period
 
of one year.
 

Consumer Subsidy Equivalent
 

This subsidy (or rather tax) had two components: the
 
subsidy from the marketing policy of the government and the
 
subsidy that results from exemption of the sales tax. The
 
f4.rst category was estimated by multiplying the difference
 
batween the domestic price of sugar (fixed by the
 
government) and the border price estimated by us times the
 
total amount of sugar consumed. The percentage CSE was
 
ohtained by dividing the sum of the effects by the total
 
value of the sugar consumed, at domestic prices. Table S.21
 
illustrates the estimation of the first component.
 

V. INDICES
 

Table S.21 presents estimates of nominal protection for
 
the zafras of 1979/80-1990/91. Table S.22 presents the
 
effective protection coefficients. Table S.23 shows the
 
estimates of producer subsidy equivalents, and Table S.24
 
the consumer subsidy equivalents.
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--------------------------------------------------- ----------------------------------------------------------------------------------

--------------------------------------------------------- 

Table S.21. Nominal protection coefficients for sugarcane
 

1979/80 1980/81 1981/82 1982183 1983/84 1984/85 1985/86 1986/87 
 1987/88 1988/89 1789/90 1990191
 

Value of zafra (000 1 n.a. n.a. n.a. 45,386 43,950 31,301 37,347 34,104 51,835 64,840 63,087 66,067 a 

Exchange rate 9.6 21.5 38.6 41.1 44.8 50.8 56.3 63.2 76.3 32.1 91.6 112.9 b 

Value of zafra (milli n.a. n.a. n.. 1,868 1,969 1,589 2,104 2,155 3,955 5,320 5,781 7,458 cz(alb)/1000 
n.a. n.a. n.a. 

Less: Marketing Costs (mill Colones) n.a. n.a. n.a. 261 276 222 295 302 852 913 983 1,044 d 
n.a. n.a. n.a. 

Plus: Value of elaza (mill Colones) n.a. n.a. n.a. 93 98 79 105 108 293 311 395 581 e 

Total Value at Hills (ill Colones) 
n.a. 
n.a. 

n.a. 
n.a. 

n.a. 
n.a. 1,700 1,792 1,46 1,915 1,961 3,396 4,719 5,193 6,995 f = c-d4e 

Farmrs share (62.5) 
n.o. 
n.a. 

n.a. 
n.a. 

n.a. 
n.a. 1,062 1,120 904 1,197 1,226 2,122 2,949 3,246 4,372 g .6251f 

Tons of Cane (thousands) 2,199 2,204 2,129 2,226 2,618 2,343 2,484 2,357 2,480 2,193 2,437 2,629 h 

Border farm price/t of cane n.a. n.a. n.a. 477 428 386 482 520 856 1,345 1,332 1,663 i (lh)1000 

Domestic fare price/t of cane 182 296 498 868 840 894 968 1,073 1,233 1,685 1,901 2,341 j 

NPC (domestic/border) n.a. n.a. n.a. 1.82 1.96 2.32 2.01 2.06 1.44 1.25 1.43 1.41 k = /i
 

;-----------------------------------------------------------------­
n.a. = not available
 

Source: LAICA.
 



--------------------------------------------------------------------------------------------------------------------------------

Table S.22. Effective protection coefficients for sugarcane, 1982/93-1990/91
 

1979190 1980/81 1981182 1992193 1993/84 1984/05 1985/86 1986/87 1987188 1988/89 1989/90 1990/91
 

182 296 498 868 940 -:4 968 1,073 1,233 1,685 1,901 2,341
Domestic farm pricelt of cane 

Value of traded inputs at domestic prices ERR 40 88 149 ERR 155 168 184 210 233 224 276
 

409 719 ERR 738 900 888 1,023 1,452 1,677 2,064
Value added at domestic prices 182 256 


Border farm price/t of cane n.a. n.a. n.a. 477 429 386 482 520 856 1,345 1,332 1,663
 

Value of traded inputs at domestic prices ERR 36 81 123 ERR 132 135 152 181 197 199 256
 

Value added at domestic prices n.a. n.a. n.a. 354 ERR 254 347 368 675 1,149 1,132 1,407
 

EPC Effective Protection Coefficient n.a. n.a. n.a. 2.0 ERR 2.9 2.3 2.4 1.5 1.3 1.5 1.5
 

---------------------:----------------------------------------------------------------------------------------------------------­

n.a. = not available
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Table S.23. Total subsidy equivalent to sugarcane growers, 1985-91
 

Domestic
 
Q.R's I/ Credit Public Total value of Percent
 

Year subsidy subsidy expend. subsidy product PSE
 
equiv. equiv. equiv. 2/
 

(Hill Col) Mill Col Hill Col mill Cal Hill Cal (1)
 

1985 1,243.3 23.3 15.9 1,282.5 2,188.7 58.6
 
1986 1,208.5 24.7 16.1 1,249.3 2,406.2 51.9
 
1967 1,303.0 14.3 20.1 1,337.4 2,528.7 52.9
 
98 934.8 26.8 39.2 1,000.8 3,057.3 32.7
 
1989 745.7 20.0 35.9 601.6 3,695.7 21.7
 
1990 1,386.5 17.6 41.1 1,445.3 4,632.2 31.2
 
1991 1,713.8 16.1 61.0 1,790.9 6,153.6 29.1
 

I/Obtained by multiplying total cane processed by the difference
 
between domestic and border fare price.
 
for agriculture (the large producer case).
 
2/We multiplied total cane by the domestic price paid.
 

Source: LAICA, DIECA, National Bank of C.R.
 

Table 24. Sugar: Consumer Subsidy from market intervention
 

Prod. Total Total Domestic Domestic
 
raw value value price consump.
 

sugar at at fixed raw
 
Year equiv. border border by sugar CSE
 

prices prices govern. equiv.
 
(000 t) (000 1) Col/t Col/t (000 U Hill Cal
 

•"--------------------- -----------------------­
1983 204.4 45,386 9,128 16,521 J30 -959 
1984 245.9 43,950 8,006 17,432 135 -1,275 
1985 240.3 31,301 6,616 20,078 142 -1,915 
1986 245.3 37,347 8,572 21,488, 153 -1,900 
1987 221.6 34,104 9,728 22,898 155 -2,037 
1988 230.5 51,835 17,156 26,060 158 -1,403 
1989 215.1 64,840 24,743 31,717 158 -1,099 
1990 235.5 63,087 24,542 34,596 165 -1,656
 
1991 265.3 66,067 28,113 44,000 167 -2,653
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Table S.25. Sugar: Consumer subsidy equivalent, 1963-1951
 

CSE 
from 
market 

Year policy 
hill Col 

1983 -959.4 
1984 -1.275.2 
1985 -1,915.0 
1986 -1,979.7 
1987 -2,036.9 
1988 -1,403.1 
1989 -1,099.2 
1990 -1,656.6 
1991 -2,653.2 

Subsidy
 
from 

sales 

tax
 
Kill Col 


214.4 

235.0 

285.6 

329.4 

354.2 

410.6 

499.9 

569.7 

955.2 


Total 

CSE 


hill Col
 

-745.0 

-1.039.4 

-1,629.4 

-1,650.4 

-1,6B.B 

- 992.4 

-599.2 


-1,085.9 

-1,698.0 


Percent
 
CSE
 

-34.8
 
-44.1
 
-57.0
 
-50.1
 
-47.5
 
-24.2
 
-12.0
 
-19.1
 
-23.1
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I. PRODUCTION
 

a. Area, Production, Yields
 

Table A.1 presents area, production and yields for the
 
period 1980-90.
 

Table A.l. Banana: Area, production and yield, 1980-90
 

..... .. -- . ................. . ..... ...-- ..................---


Year Area Production Yield Prod. Yield 
(ha (000 t) (tiha) mill (blha)3 

boxes2 

1980 25,822 887.6 34.4 48.9 1,895 
1981 26,727 931.4 34.8 51.3 1,921 
1982 27,401 919.0 33.5 50.7 1,849 
19B3 26,497 946.9 35.7 52.2 1,970 
1984 24,061 937.5 39.0 51.7 2,148 
1985 20,539 803.6 39.1 44.3 2,157 
1986 20,291 862.3 43.5 48.6 2,397 
1987 20,987 942.6 44.9 52.0 2,476 
1988 22,022 1,026.7 4b.6 56.6 2,570 
1989 24,723 1,224.8 49.5 67.5 2,731 
1990 28,297 1,344.9 47.5 74.1 2,620 

I Weighted average because new area coing into production
 
at different times during the year.
 

2 Boxes of 18.14 Kg.
 
3Boxes per hectare.
 

Source: CORBANA, Informe Anual 1990.
 

b. Production by Regions 

Most of the banana (about 98%) is produced along the
 
Atlantic Coast, from Sarapiqui in the Northern most portion to
 
Sixaola, at the border with Panama; the rest is produced along
 
the Southern Pacific coast (Table A.2.).
 



Table A.2. Banana: Production by region in1989-90 (000 boxes)
 

Region 1989 (%) 1990 (%)
 

Atlantic 66,640 98.7 72,973 98.4
 
Pococi 20,540 30.4 19,943 26.9
 
Siquirres 14,488 21.5 16,449 22.2
 
Matina 9,233 13.7 12,164 16.4
 
Lim6n 8,533 12.6 8,819 11.9
 
Gu~cimo 5,854 8.7 7,025 9.5
 
Sarapiqui 4,646 6.9 4,408 5.9
 
Talamanca 3,346 5.0 4,165 5.6
 

Pacific 879 1.3 1,166 1.6
 
Corredores 628 U.9 869 1.2
 
Golfito 251 0.4 297 0.4
 

Total 67,519 100.0 74,139 100.0
 

Source: CORBANA, Secci6n de Estadisticas
 

c. Seasonality
 

Given that production occurs throughout the year, there is
 
no seasonality in the production of bananas but, because of
 
fluctuations in demand in the United States and Europe, there is
 
in sales. Sales increase during the winter months in the north.
 

d. Type of Producers (Farm Size)
 

Although some farms are as small as 40 hectares, most of the
 
production occurs on plantations of 100 hectares or more. There
 
are two types of producers: local large farmers or enterprises
 
(about 40%) and transnationals (about 60%).
 

e. Production Systems and Technological Levels
 

There is basically one technological level in the production
 
of bananas. This is why the National Banana Corporation
 
(CORBANA), a public entity, and others developed a model for a
 
250-hectares farm and uses it for estimating costs of production
 
and for fixing minimum producer prices.
 

2
 



---------------------------------

------------------------------------

II. PRODUCTION INCENTIVES
 

f. Guaranteed or Administered Prices and Other Incentives
 

In 1974, through law N95515, the government began fixing
 
minimum FOB at port producer prices. These are presented in Table
 
A.3.
 

Besides seating a minimum price, 

because of natural disasters, 
plantations 	 abandonment, 
faltering infrastructure and low 
productivity and profitability,
 
the government instituted a 

series of producer incentives 

during the 1980s to stimulate 

the activity, thus reversing the 

negative trends. A brief
 
description of each follows (See 

Table A.4.). 


Area Rehabilitation. This 

incentive went to producers who 
decided to improve their farms 
through investment in 
infrastructure and other 
rehabilitating activities. For 
the first 8 years of production 
on the rehabilitated farms (or 
areas of farms) producers 
received US$0.30 per box 
exported, over and above the 
fixed FOB price, as long as the 
yields were of at least 2.200 
boxes/ha. 

Efficient Producer. During 
1980-84 producers received a 
bonus if their yields were of at 
least 2.000 boxes/ha/year. The 
bonus was on each box above the 

2,000/ha averaga. Today
 
productivity is about 2.600
 
boxes/ha/year.
 

Table .	 Banana: Minimum FOB 
producer prices 
fixed by the government 
(US$ per box) 

.................................
 
Year Grade Grade 

one 	 to
 

1980 3.33 2.33 
1981 3.40 2.40 

1982 3.40 2.40 
1983 	 3.40 2.40
 
1984 3.40 2.40 
1985 3.40 2.40 
1985 3.55 2.55 a/ 
1986 3.85 2.85 
1987 	 3.90 2.90
 
1988 	 3.94 2.94 
1989 3.97 2.97 b/ 
17B9 4.34 3.34 c/ 
1990 4.34 3.34 
1991 4.29 3.29 d/ 
1991 5.29 4.29 e/ 

a/ Fixed 12/31/85. 
b/Fixed 06/130/89.

c/ Fixed 12/31/89. 
d/ Fixed 01/03/91. 
e/ Fixed 04/04/91. 

Source: CORBAKA
 

Area Expansion. This incentive, which was virtually eliminated
 
in 1987 when the area restitution plan began, went to producers
 
planting new farms or expanding old ones. They received US$0.30
 
per box of banana exported from those farms or areas.
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Table A.4. Banana: Producer incentives and public expenditures,
 
1980-90 (000 dollars)
 

Year AR EP AE I FA FC PL A.REST TOTAL 

1980 
198! 
1962 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 

346 
24 
26 
20 
7 
0 
0 
0 
0 
0 
0 

97 
24 
B 
2 
9 
0 
0 
0 
0 
1 

105 

632 
1,714 
2,106 
2,796 
3,072 
2,B05 
1,125 

706 
355 
13 
49 

695 
69 
62 
50 
0 
0 
0 
0 
0 
0 
0 

93 
0 
0 

22 
0 
0 
0 
0 
0 
0 
0 

3,536 
1,530 
668 

1,599 
882 
671 
0 
0 
0 
0 
0 

2,172 
10,953 
11,948 
9,124 
11,263 
7,9865 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

464 
1,396 
3,235 
5,423 

7,551 
14,334 
14,820 
13,613 
15,233 
11,341 
1,125 
1,170 
1,751 
3,249 
5,577 

AR z Area Rehabilitation 
EP = Efficient Producer 
AE = Area Expansion 
S2 lnfrastructl're 
FA = Fund Administration 
FC = Funds to CORBANA 

PC = Price Compensation 
A.REST = Area Restitution 

Source: CORBANA, Informse Anual, 1990 

Fund Administration. CORBANA used small portions of the area
 
rehabilitation fund for this purpose.
 

Price Compensation. During 1980-85, when the fixed prices did
 
not seem to cover production costs, the government returned a
 
certain portion of the export tax to producers. After 1985, the
 
fixed prices were acceptable (seemed to cover costs) and the
 
program was canceled.
 

Area Restitution. This incentive substituted the area
 
rehabilitation program. Under this scheme producers received US$
 
0.30 per box exported from all areas undci eestitution. Almost 
all farms or companies have areas that qualify for this 
incentive. 
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g. Credit
 

Banana production demands high investment capital which the
 
producers obtain from national and international sources
 
(especiallj the transnationals), mostly at commercial rates.
 
CORBANA, however, provides, at times, short term credit at rates
 
5 points above the basic rate. The information on total credit
 
from each source was unavailable to us, except for the credit
 
from the national banking system in 1991. That year the activizy
 
received 05,318.7 million at an interest rate of 37%. The average
 
commerc-al rate was 39.8%. Thus, the subsidy equivalent was
 
4148.9 million. 

h. Traded Inputs
 

See Appendix A.
 

i. Income Tax
 

There is no indication that banana producers are exempt from
 
paying income taxes.
 

j. Public Expenditures
 

Public expenditures, which are specified in Table A.4,
 
include infrastructure and contributions to CORBANA.
 
Infrastructure. These are funds that the state spends (out of
 
export taxes collected' to build and rehabilitate roads, bridges,
 
ditches for the benefit of farms located in different areas or
 
facing different infrastructural problems. Contributions to
 
CORBANA. Until 1985 the gover.,ment contributed to CORBANA (the

ilational Banana Corporation, previjusly association, a semi­
public institution, which overseas and directs tlx , industry) US$
 
0.06 per box exported. But because of delays, the system was
 
changed in 1986 and the farmers began to finance CORBANA with US$
 
0.05 per bx exported. During 1986-90 no fun s were disbursed by
 
the central government for infrastructure of to CORBANA.
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III. MARKETING
 

k. Exports and Exporters 

Costa Rica exports 
produced. Table A.5 presents the 
period 1980-90. 

about 99% of 
evoluti

all 
on of 

comminrial 
exports dur

banana 
ing the 

Table .5.Costa Rica: Banana exports, 1980-1970
 

Volume Volume Value Averagel Average 
Year oill (000) mill US FOB FOB 

boxes tons b/ price price 
a/ S/box S/Kg 

1980 48.9 887.5 163.1 3.74 0.21 
1981 51.3 931.4 220.4 4.29 0.24 
1982 50.7 919.0 171.2 3.36 0.19 
1963 52.2 946.9 175.3 3.36 0.19 
1984 51.7 937.5 176.2 3.41 0.19 
1985 44.3 803.6 149.6 3.38 0.19 
1986 48.6 882.3 184.2 3.79 0.21 
1987 52.0 942.5 199.0 3.83 0.21 
1988 56.6 1,026.7 219.6 3.8 0.21 
1989 67.5 1,224.8 278.2 4.12 0.23 
1990 74.1 1,344.9 315.8 4.26 0.23 

a/Boxes of 18.14 Kg.
 
b/Based on FUB price.
 
I These are average actual prices for both classes and thus
 

are different from those presented inTable A.3
 

Source: CORBANA, Infore anual de 1990.
 

Although in recent years some banana have been exported
 
directly to foreign markets, the tradition is that almost all of
 
the product is sold to transnational marketing firms on an FOB,
 
on ship, basis. Table A.6 shows the quantities of banana sold to
 
the different firms. It should be noted that some of these firms
 
also produce fruit of their own.
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Table A.6. Costa Rica: bar i exports by marleting firms, 1M0/85-90 (000 boxes)
 

Marketing firms 1980-85 1986 1967 1980 1989 1990 Averaae Percent 

Cia Eanan. 47,260 B39 79: 969 879 0 4.613 8.5 
BANDECO 100.601 19,962 20,858 22,713 25.456 24,493 15,464 35.B 
COBAL 1 31 560 6,369 5,840 6,701 7,095 5,530 6,101 11.2 
Chiriqui 12.265 3,026 3,122 2,497 2,750 3,134 2,436 4.5 
Standard 104.871 18,268 21,107 21,839 24,387 26,671 19,740 36.3 
BACORI 0 0 0 0 6,173 8,B05 1,362 2.5 
UNIBAN 0 0 0 0 764 1,206 179 0.3 
Others 2556 133 239 1,678 12 300 465 0.9 

Total 299,113 4B.637 51,958 56,597 67,51B 74,139 54,360 100
 

I Coapa~ia Bananera del AtlAntico; used to be United Fruit Co.
 

Source: CORBANA, Informe Anual 1990.
 

1. Internal Transport
 

Internal transport from farms to ports, which is done in
 
containers, mostly refrigerated, is paid by the farmer.
 
Specialized transport companies, trusted by the transnationals,
 
provide this service. During October 1991 the rate was about
 
¢P22/box.
 

Once the fruit is cut and boxed it must be refrigerated

within 48 hours. The marketing firm can keep the banana for
 
several days in refrigerated containers while awaiting a ship.
 
When this happens, the cost is borne by the marketing firm, not
 
the producer.
 

m. Port of Embarkation and Country of Destiny
 

Table A.7, which presents exports by ports of Costa Rica and
 
Panama, shows that most of Costa Rica's banana (86%) is exported
 
through port Lim6n, on the atlantic coast; and Table A.8, which
 
presents exports by country of destiny, shows that the major
 
markets are the United States (55% on average) and Germany (29%).
 

7
 



n. Export Table A.7. Banana: Exports according to port of embarkation 
Taxes and (000 boxes)
0 t h e r 
Bar r ie r s ------------------------------------------------------------------------


Year Limon 6olfito Sixaola Armue- Caldera Total
 
Iles
 

Prod u c e r s and ----------------------------------------------------------------------­
multinational 1980 3,073 11,861 971 0 0 48,925 
marketing 1961 39,920 10,279 1,144 0 0 51,343 
f i r m s 1982 37,752 10,905 2,006 0 0 50,663 
together are 1983 41,122 6,314 2,763 0 0 52,199 
required to 1984 44,105 5,040 2,538 0 0 51,62 
pay a number 1985 40,617 841 2,843 0 0 44,301 
of taxes 1986 43,467 282 3,052 573 1,263 48,637 
that, at 1987 47,100 0 3,122 792 944 51,958 
t i m e - 1988 51,276 0 2,497 969 1,855 56,597 
significantly 1989 61,479 0 2,750 879 2,410 67,51B 
lowers the 1990 69,750 0 3,134 1,166 89 74,139 
net price 
received by Average 46,606 4,322 2,438 398 596 54,360 
producers. 
These are: Percent B5.7 8.0 4.5 0.7 1.1 100.0 

The Bunch
 
Tax. Is a Source: CORBANA, Informe Anual 1990.
 
US$0.02 per
 
bunch that
 
the farmers
 
must pay, and that is deducted from the FOB price set by the
 
government. Now, since each bunch yields about 1.2 boxes of 18.14
 
Kg, the tax amounts to about US$0.0167 per box (Table A.9). The
 
proceeds from this tax goes to the different municipal
 
governments in the cantons where the banana is produced.
 

Ad-valorem Tax. This is 1% of the FOB price, and is paid by the
 
producer.
 

Surcharge (Exchange Differential). Only during 1982/83, when the
 
exchange rate fluctuated widely. Was to cover exchange risks, and
 
was paid by the farmer.
 

Export Tax. This direct tax is paid by the multinational
 
marketing firm, and does not affect the fixed FOB produc.er price.
 
However, it can be argued that without the tax, producers could
 
be paid more. The tax varies very much; in 1990 it went from
 
US$0.15/box to US$0.22/box on March 14, then on September 3 it
 
went up to US$0.50 (supposedly temporary, of which U5$0.08 was
 
earmarked for expanding port facilities); it was still US$0.50 in
 
November 1991. The average rate is presented in Table A.9.
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aole A.8. banana exports per country of destiny (000 ooxes), 1980-90
 

Year U.S.A. Germany Italy Belgium Sweden Other 7otal 
a/ 

1980 25,346 12.339 5,614 3,140 0 2486 48,925 

1961 28,272 15,054 4,145 2.211 57 1,604 51,343 
1982 28,877 14,764 4.096 1.287 283 1,356 50,663 
1983 30,732 11.143 4,251 969 473 1,331 52,199 
1984 31,117 15,115 3,626 1,114 245 266 51,683 
1985 27,358 14,062 1,275 1,016 492 96 44,301 
1986 28,857 14,500 3834 1.024 264 158 46,637 
1987 29,533 17,545 ,628 1,300 610 342 51,958 
1988 32.717 15,B92 6,816 607 233 332 56,597 
1989 35,158 18,371 8,340 4,722 199 728 67,518 
1990 31,774 20,587 6,711 13,506 565 996 74,139 

Average 29,976 15,697 4,685 2,809 311 982 54,360
 

Percent 55.1 28.9 B.6 5.2 0.6 1.6 100.0
 

a/	Others include Ireland (721) and Czechoslovakia (6)in1989; and
 
Portugal, France, England, Holland, Ireland and Paland, Yugoslavia,
 
Greece and USSR in1990.
 

Source: CORBANA, Informe Anual 1990
 

CORBANA tax. A tax of US$ 0.05 per box is paid by each producer
 
for the financing of CORBANA.
 

Ministry of Health tax. A tax of 01.5 per box is paid by
 
producers to the Ministry of Health for administering a program
 
in health and environment (Table A.9)
 

o. Export Costs
 

Given that the quoted producer price is for the fruit placed
 
in the ship, beside transport to the port, the producer must
 
cover all others costs incurred to place the product on the
 
ship. These include labor, cartons, dock rights, delays at port,
 
paper work. In 1991 these costs were estimated at $0.13 for
 
internal transport, $0.25 for loading and port charges, $0.02 for
 
general expenses, and $0.03 for other expenses. This summed to
 
US$0.43 per box. We assumed that this total, was the same for the
 
previous years, in dollar terms.
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Table A.9. Banana: export and other taxes, USS per box, 1980-91
 

Fee Contri- Min. 
Ad- Exch to butio of 

Export Bunch val. diff COR- to Health Sub-
Year tax tax tax tax BANA diff tax total Total 

funds 

1980 0.8O 0.02 0.04 0.00 0.00 0.00 0.00 0.05 0.85 
1981 0.95 0.02 0.04 0.00 0.00 0.00 0.00 0.06 1.01 
1962 0.95 0.02 0.03 0.17 0.00 0.00 0.00 0.22 1.17 
1983 0.94 0.02 0.03 0.17 0.00 0.00 0.00 0.22 1.17 
1984 0.70 0.02 0.03 0.00 0.00 0.00 0.00 0.05 0.75 
1985 0.66 0.02 0.03 0.00 0.05 0.00 0.00 0.10 0.76 
1986 0.27 0.02 0.04 0.00 0.05 0.00 0.00 .10 0.37 
1987 0.22 0.02 0.04 0.00 0.05 0.00 0.00 0.10 0.32 
1988 0.18 0.02 0.04 0.00 0.05 0.00 0.00 0.10 0.28 
1989 0.15 0.02 0.04 0.00 0.05 0.00 0.00 0.11 0.26 
1990 0.30 0.02 0.04 0.00 0.05 0.03 0.02 0.16 0.46 

11991 0.50 0.02 0.04 0.00 0.05 0.03 0.02 0.16 0.66 

t Estimates based on previous years, except for export tax. 
Sub-total does not include export tax. 
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IV. METHODOLOGY
 

Nominal Protection
 

Border Prices. Border prices were estimated in two ways.
 
First, we took the FOB, port fixed by the government and add the
 
export tax paid by the marketing firm. The rationale is that
 
farmers could receive a price higher in the amount of the tax
 
paid to the government. Second, we took international prices,
 
FOR, ports in USA, and deducted a US$2.5 per box freight and
 
insurance (as estimated by CORBANA) and a 2.5% return to the
 
marketing firm, to arrive at FOB, Lim6n border price.
 

As international F-­
prices, we took FOR,
 
USA, principal ports
 
for 1986-91, II Table A.1O. Banana: Average border prices,
 
reported by UPEB FOB. port Limon, (US$per box).
 
(Union of Banana
 
Ex p o r t 1 n g ii
 
Countries). For ----------------------­
1980-85 we used First border Second border
 
prices for bananas ...........................
 
exported from Latin Dol. Exp. FOB FOR Fre- Return FOB
 
America, at U.S Year fixed tax bor- USA ight to bor­
ports, as reported der firm der
 
by IMF, Financial
 
Statistics, Yearbook 1 1980 3.74 0.80 4.54 6.93 2.50 0.17 4.2r
 
1991. These, as well 11 1981 4.29 0.95 5.24 7.41 2.50 0.19 4.73
 
as the border prices 1582 3.38 0.95 4.33 6.92 2.50 0.17 4.25
 
are reported in 1923 3.36 0.94 4.30 7.93 2.50 0.20 5.23
 
Tables A.10 and I
 
Ta l es 1A64 3.41 0.70 4.11 6.83 2.50 0.17 4.15 
A.11. 1965 3.36 0.66 4.02 
 6.98 2.50 0.17 4.31 

Th 1986 3.79 0.27 4.06 6.80 2.50 0.17 4.13 
The return to the i 1967 3.83 0.22 4.05 6.51 7.50 0.16 3.85

marketing firm was 1966 3.86 0.16 4.Ob 6.16 2.50 0.20 5.45
 
arrived at the 1989 4.1 0.15 4.27 9.03 2.50 0.23 6.30
 
following way. We 1990 4.26 0.10 4.56 8,8B 2.50 0.27 6.16
 
subtracted the 191 5.!9 0.50 5.69 9.44 2.50 0.24 6.70 
prices fixed by the 
government (FOB) and I.....................-------------------------------------...... 
the freight rate I Estimated as 901 nf 5.29 and 10% of 4.29 
(US$2.5/box) from Friight rates are based on estimates for 1990. Nee6 backdate 
the FOR, U.S ports 
to obtain estimates
 
of the return to the
 
marketing firms. The lowest return was US$0.18/box or 2.76% of
 
the price. On this basis, and considering that the returns
 
estimated this way are likely to be overstated, we decLded to use
 
2.5% of the FOB price as the probable return.
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----------------------------------------------------------- -------------------

Table A.11. Banana: International prices, FOR ports USA, ;n USS/box
 

Year "onths
 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Avg
 

-------------------------------------------------------------------------- I--------­
1986 5.77 7.02 8.92 10.08 6.92 6.13 5.83 5.87 7.54 6.83 5.10 5.50 6.80 
1987 6.80 7.53 7.46 5.82 7.77 6.30 7.26 5.76 5.98 4.41 6.80 6.25 6.51 
1988 7.50 8.43 8.94 8.20 9.97 10.18 7.14 5.97 9.22 7.06 6.91 8.36 8.16 
1989 6.87 8.29 11.53 11.96 10.74 8.62 7.16 9.34 8.34 8.83 8.57 8.05 9.03 

. 1990 9.56 11.11 S.63 8.84 7.85 7.21 10.60 8.00 9.46 7.54 nd nd 8.86 
t 1991 9.44 10.69 13.68 11.85 ?,45 12.13 7.47 7.19 6.55 5.90 nd nd 9.44 

t	Note: nd means not available; and averages are of only 10 months
 
Data for 1Q80-85 was unavailable.
 
Source: UPEB.
 

Border farm price. To obtain the border farm price, we
 
deducted total export costs borne by the producers, including
 
transport to the port, from the border FOB (Table A.12).
 

Douestic Farm Price. From the FOB, port fixed by the
 
government, we deducted export costs and the different taxes paid
 
by farmers, and added the total incentives received by farmers,
 
in US$/box (Table A.13). For the latter, we divided total
 
incentives by total boxes exported. It should be noted that this
 
is not entirely correct, since all farmers did not receive these
 
incentives, especially during 1990-91, when incentive weri mostly
 
for new aieas. Nonetheless, most farms or companies seem to
 
participate either with new areas or in other programs, when
 
existed. Table A.14 presents the domestic farm price for 1380­
90.
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Table A.12. Banana: Border fare prices inGuapiles. US$/box, 1580-1991
 

FOB at FOB at Total Farm Fare
 
port port export price price
 

Year #1 2 costs 61 #2
 

1980 4.54 4.25 0.43 4.11 3.82
 

1981 5.24 4.73 0.43 4.61 4.30
 
1982 4.33 4.25 0.43 3.90 3.2
 
1983 4.30 5.23 0.43 3.87 4.80
 
1984 4.11 4.15 0.43 3.68 3.72
 
1985 4.02 4.31 0.43 3.55 3.88
 
1986 4.06 4.13 0.43 3.63 3.70
 
1987 4.05 3.85 0.43 3.62 3.42
 
1968 4.06 5.45 0.43 3.63 5.02
 
1989 4.27 i.30 0.40 3.87 5.90
 
1990 4.56 6.16 0.41 4.16 5.75
 

5 1991 5.69 6.70 0.43 5.26 6.27
 

Table A.13. Banana: Producer incentives, in(000) dollars and S/bok, 1980-1991
 

Area Effic. Area Price Area Average
 

Year rehab producer expansion compen. restit. Total per box
 

1980 346 87 715 2,172 0 3,320 0.07 
1931 24 24 1,714 10.953 0 12.715 0.25 
1982 2 8 2,108 11,948 0 14,090 0.28 
1983 20 2 2.820 9.124 0 11,966 0.23 
1984 7 9 3,072 11,263 0 14,352 0.28 
1965 0 0 2,805 7.865 0 10.671 0.24 
19C6 0 0 1,125 0 14 1,139 0.02 
1987 0 0 706 0 464 1,170 0.02 
1988 0 0 355 0 1,396 1,751 0.03 
1989 0 0 13 0 3,235 3,248 0.05 
1M0 0 0 41 0 5,423 5,464 0.07 

5 1991 

Source: CORBANk, Inforse Anual 1990.
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Table A.14. Dciestic farm price of banana in 6uapiles, 1580-1991 
(US$/box) 

Net 

domest 
Domestic Exort Taxes3 Froducer fare 

Year FOB ort costs subtotal incentiv price 

1980 3.74 0.43 0.05 0.07 3.33
 
1921 4.29 0.43 0.06 0.25 4.05
 
1982 3.3B 0.43 0.22 0.28 3.01
 

1983 3.36 0.43 0.22 0.23 2.93
 
1984 3.41 0.43 0.05 0.28 3.21
 
1q85 3.36 0.43 0.10 0.24 3.07
 
1986 3.79 0.43 0.10 0.02 3.26
 
1987 3.83 0.43 0.10 0.02 3.32
 
1988 3.88 0.13 0.10 0.03 3.38
 
1989 4.12 0.40 0.11 0.05 3.66
 
1990 4.26 0.41 0.16 0.07 3.77
 

3 1991 5.19 0.43 ERR ERR ERR
 

I	Subtotal refer to all taxes paid, except export taxes, which are paid
 
by tfe marketing firm.
 

Effective Protection
 

Data on use and cost of traded inputs was totally
 
unavailable. CORBANA claim not to have such information, and we
 
had no access to the model for a 250-hectare plantation. For
 
1990, we obtained a rough list of traded inputs from a banana
 
technician and made adjustments as best we could. For the readily
 
identifiable inputs which are listed in the tariff law, we
 
followed the usua± procedure. For the others, we approximated
 
following general guidelines. It turned out that all inputs were
 
adjusted as if the tariff level was 9.6%, the most common level
 
for that year. For obvious reascns, we did not project the costs
 
backwards to include more years.
 

Producepr Slibsidv Eguivalent
 

This index was not estimated, since the data on credit was
 
lacking, there is no reported public expenditure on research and
 
extension (it is argued that banana research is undertaken by the
 
multinational corporations) and there is no domestic consumption.
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Consumer SU sidv Eguivalent
 

This index cannot be calculated in this case, since the
 
product is grown entirely for the export market.
 

V. INDICES
 

Table A. 15 presents Table 15. Banana: Nosinal
 
estimates of nominal protection protection coefficients
 
coefficients for both versions of 1980-90 
border prices. The figures show
 
that the estimates are very ------------------------..
 
similar except for the latter Year NPC1 NPI2 
years, when substantial increases --------------------------­
in the international price was :980 0.3I 0.87 
not matched by similar increases 1981 0.84 0.94 
in the minimum prices set by the 1982 0.77 0.79 
government. Table A.16 presents 1983 0.76 0.61 
the details of the estimation. 1984 0.87 0.86 

1985 0.86 0.79 
166 0.90 0.89 
19R7 0.92 0.97 
1986 0.93 0.67 
1989 0.95 0.62 
990 0.91 0.66 

The EPC for 1990 was
 
estimated as follows:
 

EPCI = (3.75-2.03)/(4.13-1.85) = 0.75 

EPC2 = (3.75-2.03)/(5.73-1.85) = 0.44 

Where $3.75 is the domestic farm price; $2.03 is the cost of
 
traded inputs at domestic prices; $4.13 and 5.73 are the two
 
estimates of border farm price; and $1.85 is the cost of traded
 
inputs at border prices (see Appendix A).
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Table A.lo. Nominal nrotection coefficients for banana, 19'-91
 

1980 1981 1982 19B3 1984 1985 1986 1987 19BB 1983 1990 1991 

Boroer iare Price 
FOB at port Limon. case 1 4.54 5.24 4.33 4.30 4.11 4.02 4.06 4.05 4.06 4.27 4.56 5.69 
FOB at port Limon, case 2 4.25 4.73 4.25 5.23 4.15 4.31 4.13 3.B5 5.45 6.30 6.1' 6.70 
EKoort costs, including transport 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 
Border far& price (1) 4.11 4.81 3.90 3.87 3.68 3.59 3.63 3.62 3.63 3.84 4.13 5.26 
Border farm price (2) 3.B2 4.30 3.82 4.80 3.72 3.8 3.70 3.42 5.02 5.87 5.73 6.27 

Domestic farm price 
FOE port Limon fixed by government 3.74 4.29 3.3B 3.36 3.41 3.36 3.79 3.83 3.88 4.12 4.26 5.19 
Export costs, including transport 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 
Less all taxes paid by farmers 0.05 0.06 0.22 0.22 0.05 0.10 0.10 0.10 0.10 0.11 0.16 ERR 
Plus incentives received, S/box 0.07 0.25 0.28 0.23 0.28 0.24 0.02 0.02 0.03 0.05 0.07 ERR 
Net domestic fare price 3.33 4.05 3.01 2.93 3.21 3.07 3.28 3.3? 3.38 3.63 3.75 ERR 

NPC 1 0.01 0.B4 0.77 0.76 0.87 0.86 0.90 0.92 0.93 0.95 0.91 ERR 
NFC 2 0.87 0.94 0.79 0.61 0.86 0.79 0.89 0.97 0.67 0.62 0.65 ERR 
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I. PRODUCTION
 

a. Area, Production and Yields
 

Melon production for exports is a very recent non­
traditional activity in Costa Rica'. It began in 1980 when the
 
parastatal enterprise DAISA, a subsidiary of the state owned
 
Development Corporation (CODESA) started its melon program with
 
the cultivation of 30 to 40 hectares in the province of
 
Guanacaste (North Pacific), under technology developed in Israel.
 
It was a joint program in which DAISA signed contracts with local
 
farmers, guaranteeing purchase of their product and providing
 
technical assistance and traded inputs. But in 1983 DAISP
 
canceled this program end the private sector continued to produce
 
and market melons, albeit with very low yields (3 to 4 tons per
 
hectare) and high post-harvest losses. During 1983-84 melon was
 
also grown at several lccations in the Central Pacilfic region
 
(Paquera, Orotina), but low yields and high post-harvest losses
 
continued, as well as marketing problems due to the inexperience
 
in selling CIF, Miami. in 1985, however, producers began selling
 
FOB, Costa Rican ports, and the activity gained momentum; 115
 
hectares were planted that year by three firms. This was
 
increased to 250 hectares in 1986, 435 in the 1987/88 crop year
 
and an estimated 1,200 hectares during 1988/89 (Table E.1). Most
 
of the area are in Guanacaste, and a smaller proportion at
 
Parrita and Quepos in the Central Pacific region (CNAA, 1989). It
 

is reported (CAAP, CINDE) that by 1987 yields in Guanacaste had
 
increased to 13 t/ha, with some farmers obtaining as much as 18
 
t/ha.
 

Table E.I. Estimates of area planted to melon, 1985-1591 

Year Area
 

1q65 us5 
1986 250 
1987 n.a. 
17S8 435 
15~ 

17 
1.200 
2,050a 

1591 3,435a 

a Includes only areas of farms of more than 80 hectares.
 
Source: CAAP, CINDE.
 

'There are smaller farms growing local cultivars for the
 
domestic market. These cultivars are different from those grown
 
entirely for exports.
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b. Location
 

Most of the production takes place in the province of
 
Guanacaste; a smaller proportion is grown in areas of the Central
 
Pacific region: Quepos, Parrita, Paquera, Orotina.
 

c. Seasonality
 

Given that the United States is the major buyer of Costa
 
Rican melons and that there is a window in this market during
 
January-April2 , planting and harvest of melon for exports are
 
conditioned by this opportunity (see Table E.2).
 

d. 	Type of Producers
 
Table E.2. Melon: Planting and harvesting dates
About 70% of the
 

producers own farms of more -------------------------------------------------­
than 80 hectares; the other 30 Planting Harvesting 
% produce melons on smaller -------------------------------------------------­
farms, mostly for the domestic May, June, July Aug, Sep, Oct 
market.
 

Nov, Dec, Jan Jan, Feb, Mar, Apr
 

e. Technological Levels 	 Source: Bianonte, P. 'Olericultura..." 

irrigation through which 


In essence, all of the 
melon for exports is produced 
under the technology adapted from Israel, which consists of 
planting in fumigated beds covered by plastic, and drip 

fertilizer and pesticides are applied.
 
The other technology, which uses gravity for irrigation and in
 
which fertilizers and pesticides are applied manually, is used
 
mostly for the local cultivars.
 

2 There seems to be another window during August-October, but
 
since this is the rainy season in Costa Rica during-which the
 
quality of melons deteriorates, advantage cannot be taken of this
 
opportunity.
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II. PRODUCTION INCENTIVES
 

f. Producer Incentives
 

There is no guaranteed or minimum producer price. Being a
 
non-traditional export crop, producers receive incentives via
 
what is called the Export Contract. It contemplates the following
 
benefits: (i) duty exemption on imported raw materials and
 
intermediates, (ii) duty exemption on imported machinery and
 
equipment, (iii) exemption from sales and consumption t~xes, (iv)

100% exemption from corporate income tax, (v) a deduction of 50%
 
of the costs of purchase of stock in exporting firms, and (vi)
 
negotiable tax credits based on the FOB value of exports. The
 
latter incentive contemplates a direct subsidy of between 10 and
 
30% of the FOB value of the product exported. This subsidy, which
 
comes out of the overall government budget, is paid to the owner
 
of the export contract. This means that if the producer owns the
 
contract, he receives all of the subsidy; if the marketing firm
 
ow4ns the contract, it can keep all of the subsidy, unless it
 
negotiates some sort of sharing arrangement with the producer.
 

g. Credit
 

Melon producers received ample amounts of subsidized credit
 
from the national banking system throughout the decade of the
 
60s. Producers, at times, have also received credit from melon
 
export companies, under the obligation to sell them their
 
product.
 

In 1991 producers received €106.5 million credit at an
 
estimated interest rate of 37%, as opposed to the 39.79 percent
 
paid by other credit users. Thus, on an annual basis, the subsidy
 
equivalent is estimated at ¢2.93 million (Table E.3).
 

It should be noted that small producers pay an interest rate
 
of only 15%, but we considered all export melon producers to be
 
large farmers. Thus, the subsidy equivalent might be
 
underestimated.
 

h. Traded Inputs
 

It was pointed out elsewhere (see Appendix A) that traded
 
inputs were exempt from tariffs starting in 1987. On the other
 
hand, it was also pointed cut that melon producers are exempt
 
from duties on all imported machinery and equipment, as part of
 
the incentives provided by the Export Contract.
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Table E.3, Credit to melon producers, 1988-91
 

Total Inter. Commercial Differ- Subsidy 
credit rate a/ rate b/ ence Equiv.c/ 

Year (000 Col) (1) (%) (Colones) 

1988 29,170 26.0 31.5 5.5 1,604,350 
1989 145,561 27.0 31.0 4.0 5,822,420 
1990 151,470 34.0 36.9 2.9 4,392,633 
1991 106,527 37.0 39.9 2.6 2,929,504 

a/Ne took the rate reported by the Banco Nacional de Costa Rica
 
for agriculture (the large producer case).
 

b/We used the rate quoted by the BNCR for gother activities'.
 
c/We assumed that loans were for twelve months.
 

Source: Dpto. Cr~dito Rural, Banco Nacional de Costa Rica.
 

i. Income Tax
 

Melon producers and exporters are exempt from corporate
 
income tax, as one of the incentives provided by the Export 
Contract. Estimates of the subsidy equivalent are contained in 
Table E.4. 

j. Public Expenditures 

The gross of public expenditures on melon production is
 
contained in the incentives provided through the Export Contract.
 
Expenditures on research and extension are close to zero. No
 
quantitative data was available, however.
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Table E.4. Subsidy equivalent of income tax exemption,
 

1991 

Yield per hectare 20,000 kg
 

Total production costs per ha 577,745
 

24.69
Total costs per kilo 

3.92
plus packing costs 

0.02
plus transport 


plus port charges 0.01
 

20.63
Overall costs per kilo 


40.54
Estimate of domestic farm price 

Profit per kilo (40.54-28.63) 11.90
 

Exports in 1991 was (in kg) 38,974,500
 

Total profit estimated at 463,800,000
 

Average tax rate estimated 27%
 

Subsidy equivalent € 125,226,000
 

III. MARKETING
 

A. Export Market
 

K. Exports and Export Markets
 

The principal melon export companies are: Del Monte,
 
Agrofrut and Agroexpo.
 

About 90 of all exports go the United States; and about 80%
 
of all the melon produced is exported; the rest is consumed
 
domestically or is processed for exports also. Table E.5 shows 
the quantities exported and average FCB price for the period 
1985-91. 
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1. 	Internal Transport
 

Table E.5. heion exorts. 1984-91
 
Given that production is
 

concentrated in the provinces -------------------------------­

of Guanacaste and Puntarenas, FOS
 

the product must be Year uantity Price
 
transported long distances to tons US$/ig
 
both the local market (San ---------------------------------

Jos6) and the port of Limon 1;84 5;S.8 0.66 
for exports. Because there I 5 555.1 0.56 
isn't a standard way to 1526 807.0 0.3A 
protect the delicate fruit M/ I.M.0 0.25 
during transportation, losses 1988 7,163.8 0.21 
seem to be high. I9V 22.075.7 0.25 

10 37,903.5 0.23 
19 1 38,974.5 0.35 

m. Port of Embarkation and ---------------------------------

Country of Destiny For 1991 isaverage price
 

until June.
 
The principal port of
 

embarkation is Lim6n; and the Source: DGEC
 
principal country of destiny
 
is the United States, with
 
about 90% of the total (Table
 
E.6).
 

Table E.b. melon: Countries of destiny, 1984-1987
 

Year Country 0uantit Averaae price Weighted Average 
(tonsI (USIIg) (US/kg) 

1o4 U.S. 590.3 0.b
 
colombza 3.5 0.2 0.65
 

15 U.S. 466.2 0.57 
Colombia 4.4 0.43 
6ermany 2.1 0.60 
Holland 63.1 0.65 0.58 

19BE U.S. 735.7 0.30
 
Colombia 6.9 0.83
 

S.Britain 64.5 0.51 0.37
 

19 71 U.S. 1.963.4 0.24 
Colombia 8.4 0.97 
Germany 14.3 0.44 0.25 

Percent going to the United itates: 95.7 
........--.......---.. .... --. -- .... -------m ---- ---..... ....... 	 .................
 

I Only January through June.
 
Source: CENPRO's information system.
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n. Export Taxes and Other Barriers
 

As part of the incentives to non-traditional exports, melon
 
producers with export contracts do not pay any taxes; they rather
 
receive a subsidy from the gcvernment (CATS). These tax credit
 
certificates are based on the amount of domestic valued added of
 
the exported product (see schedule in Table E.7).
 

Table E.7. Tax credit certificates schedule for 1991
 

Value Percent of
 
added (%) FOB 

Contracts approved before January 1, 1990
 
35 -50.5 15 U.S., Pto Rico, Honduras and Panama
 
> 50.5 20 Other third markets, mainly Europe
 

Contracts approved between 1/1/90 and 8/5/90
 
0 -35 11.0 
35-40 11.0 
41-45 11.5 
46-50 12.0 
> 50 12.5 

Contracts approved after May 8, 1990
 
0 -35 0.0
 
35-40 8.0
 
40-45 9.0
 
45-50 10.0
 
50-55 11.0
 
55-100 12.0
 

In 1991 the CATS amounted to 0274.2 million or 17.9% of FOB.
 

Source: CENPRO
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o. Export Costs
 

In 1990, export costs, which included internal transport,
 
brokerage services and phytosanitary certificate, were estimated
 
to be ¢50.36 per box of Cantaloupe (18 kg) and ¢38.89 per box of
 
Honey Dew (12 kg). In 1991 export costs were estimated by
 
specialists at about US$ 0.44 per box for transport from
 
Guanacaste to Port Limon, and US$0.22 for port charges and
 
handling. This totaled US$ 0.66 per box or US$0.0367 per kilo,
 
equivalent to 44.13 per kilo (at exchange rate of €112.59/lUS$
 
average for Jan-Apr 1991).
 

B. Imports
 

According to the Ministry of Agriculture, about 5% of
 
domestic consumption is imported from Nicaragua. Table E.8 below
 
presents the quantities imported during 1984-87.
 

Table E.8. Imports of melon from Nicaragua
 

Year Quantities Price 
tons US$/kg 

1984 115.8 0.55 
1985 118.1 0.60 
1986 94.9 0.52 
1987 7.0* 0.28 

Until April only.
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C. Domestic Market
 

p. Domestic Consumption
 

Most of the domestic melon is consumed in the Central
 
Valley, in and around San Jos6, and is brought to a central
 
distribution point (CENADA), with refrigerated warehouses, about
 
15 Km out of San Jos6. Table E.9 presents yearly quantities of
 
melon offered during marketing days at CENADA. About 75% is
 
consumed between January and April, and during this period
 
a large percentage (at least 40) is rejects from melon for
 
exports.
 

Table E.9. Sales of melon in centralized domestic market,
 

1981-1991
 

Year Quantity (t)
 

1981 42.6
 
1982 206.2
 
1983 149.9
 
1984 370.0
 
1985 438.5
 
1986 603.0
 
1987 695.0
 
1988 524.0*
 
1989 767.0
 
1990 890.0
 
1991 1,277.0
 

* Only 8% was rejects from exports; the rest was local
 
cultivars grown for the domestic market.
 

Source: PIMA
 

q. Marketing Costs and Storage Requirements
 

Small producers sell their product to middlemen
 
(transporters) who assemble sufficient melons to sell to
 
wholesalers, and these then sell to retailers (supermarkets,
 
fruit stands, farmer's fairs). In order to prolong its shelf
 
life, the melon must be refrigerated, and most of it goes to
 
CENADA's refrigerated warehouses before being sold to wholesalers
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------------------- ---------------------------------

and retailers on the same day3 . It is estimated (Arauz and Mora,
 

1983) that as much as 35% is lost during the marketing phase; 20%
 

at the farm level and 15% at the wholesale level.
 

r. Price 	Controls and Other Forms of Intervention
 

There is no price control on the domestic melon. Buyers and
 
sellers arrive at different prices throughout each marketing day
 

at CENADA, and this institution registers the daily minimum,
 

maximum and modal prices.
 

D. Domestic and Export Prices
 

Table E.10 presents average yearly domestic and export, FOB,
 
Port Lim6n, prices. In 1986 the freight rate was about
 
US$0.19/kg. It should be noted that different types of melon are
 
sold in each market.
 

Table E.1O. Domestic and export (FOB, Limon) melon
 

prices, 1984-1991
 

Year 	 Domestic Exchnge Export Domestic
 
¢/kg rate US$/kg US$/kg
 

1984 17.4 44.1 0.66 0.39 
1985 25.1 50.5 0.58 0.50 
1986 25.5 55.6 0.38 0.46 
1987 25.1 62.7 0.25 0.40 
1988 31.4 75.5 0.21 0.41 
1989 32.7 81.0 0.25 0.40 
1990 35.8 92.7 0.23 0.39 
1991 45.4 135.5 0.35 0.37 

* 	 Simple average of monthly modal prices, not weighted 
average. 

Source: PIMA, DGEC.
 

3 0fficials at CENADA assured us all melons are sold the same
 

day they arrive.
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IV. METHODOLOGY
 

Border Price
 

a. We deducted the export costs from the FOB price at the port
 
to obtain the actual price received at the farm level (these are
 
border prices).
 

b. We then obtained the total amount of CATS for 1991, adjusted
 
it to its present value (since it matured in 12 months), and
 
converted to a per ton and per kilo basis, as follows. Exports
 
were 389,745 tons and CATS were 0274.2 million. Thus, CATS were
 
equivalent to 07.03 per kg exported, or 45.27 per kg exported in
 
present value terms (we took 75% of the face value)
 

c. We then add this amount to the border farm price to obtain the
 
actual or total domestic price received.
 

e. We then estimated the NPC as the ratio of the domestic and
 
border prices.
 

f. In order to obtain the EPC we used the values for traded
 
inputsA shown in Table E.11.
 

V. INDICES
 

Table E.12 shows the procedure followed to estimate nominal
 
and effective protection coefficients for 1991. The dearth of
 
hard data prevented us from estimating these coefficients for the
 
previous years. The central bank, who pays out the CATS, does not
 
know how much was paid to melon exporters during the years prior
 
to 1991.
 

Table E.13 presents estimates of the producer subsidy
 
equivalent of the measures instituted to incentivate the
 
production and exports of melon.
 

Consumer subsidy equivalent was not estimated since we were
 
concerned only with melon for exports, a cultivar different from
 
the one grown for the local market.
 

AWe were able to obtain payments of CATS and detailed
 
production costs for export melon (avio) only for 1991. The
 
Central Bank does not have the yearly amounts of CATS by crops,
 
and we were told that it would take months for them to do the
 
separation. They separated the 1991 figures as a favor. This is
 
why NPC and EPC for the rest of the period were not estimated.
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Table E.11. Melon: Domestic and border values of traded inputs, 1991
 

DOMESTIC
 
...................--------------------------- ----


Tradable Inputs 

Fertili:er: 5-30-10 kg 
Fertilizer: Urea kg 
Fertilizer: Potassium nitrate kg 
Insecticide: Metamidofos it 
Insecticide: Metooil kg 
Insecticide: Bacillus turingiensis kg 
Insecticide: Pyreeitrin it 
Fungicide: Benomyl it 
Fungicide: Metalaxil it 
Rodenticide kg 
Fumigant: Metil-Brouide kg 
Plastic it 
Insecticide: Endolsulfan it 
Insecticide: Diazinon It 
Insecticide: Dimetoato kg 
Fungicide: Clorotalonil kg 
Fungicide: Mancozeb kg 
Fungicide: Tiabendazol it 
Fertilizer: Calcium Nitrate kg 
Insvcticidei Metil-Oxidimeton it 
Fungicide: Captan kg 
Fertilizer: Monoasonic fosfate kg 
Fertilizer: Menorel 8 kg 
Agricultural oil (Stylet oil) it 
Fertilizer: Diatosita kg 
Insecticide: Triadimefon It 
Herbicide: Paraquat It 
Herbicide: Slifosato It 
Seed kg 
Machinery: loosen subsoil hr 

Machinery: plow hr 

Machinery: light disk hr 

Machinery: fungicide & insecticide hr 

Machinery. Apply fertilizer hr 

Machinery: Cultivate hr 

Machinery: Apply herbicide hr 

Machinery: Level hr 

Machinery: Rotator hr 

Machinery: Foliar fumigation hr 

Machinery: Bedding hr 

Machinery: Put plastic hr 

Machinery: Cut guides hr 

Machinery: Harvest hr 


TOTAL 


Cost of traded inputs per kg of melon 


Units Guantity 


500.0 

9.0 


45.4 

1.0 

1.3 

3.3 

0.5 

1.3 

3.0 

5.0 


250.0 

270.0 


5.0 

6.0 

1.5 

4.0 

3.5 

1.0 


20.0 

1.0 

1.0 


12.5 

0.5 

9.0 

1.0 

1.7 

3.0 

2.5 


Unit
 
Value Total
 

26.0 14,000.0
 
34.7 312.7
 

124.5 5,602.5
 
1,361.8 2,451.3
 
1,550.0 1,937.5
 
3,560.0 11,570.0
 
4,816.5 2,408.3
 
3,145.3 3,932.3
 
2,053.3 6,159.8
 

474.8 2,373.8
 
171.7 42,922.5
 
229.5 61,967.7
 

1,069.0 5,345.0
 
2,117.7 12,706.2
 

776.6 1,164.9
 
2,008.4 8,033.6
 

409.1 1,431.9
 
5,125.0 5,125.0
 

42.7 854.4
 
2,815.0 2,815.0
 
631.0 631.0
 
59.6 745.0
 

125.5 62.8
 
176.3 1,586.8
 
13.6 13.6
 

8,708.0 14,368.2
 
655.1 1,965.2
 

1,377.9 3,444.8
 
1.4 36,000.0 50,400.0
 
0.4 

2.5 

6.0 


7B.0 

7.0 

3.0 

3.0 

1.0 

3.0 

0.9 

1.5 

0.2 

2.8 


16.0 


2,000.0 BO0.0
 
1,500.0 3,750.0
 
2,500.0 15,000.0
 

500.0 39,000.0
 
780.0 5,460.0
 

2,100.0 6,300.0
 
1,040.0 3,120.0
 
3,000.0 1,000.0
 
2,000.0 6,000.0
 
1,300.0 1,170.0
 
3,100.0 4,650.0
 
1,600.0 320.0
 
1,040.0 2,912.0
 
900.0 14,400.0
 

372,213.6
 

18.6
 

I/For cantaloupe produced in6uanacaste with yields of 20 ton0/ha.
 
Based on avia (credit breakdodwn) for assistance.
 



Taoie E.11... continuation
 

KRDER
 

Unit
 

Tradable Inputs Units Duantity Value Total
 

Fertiziier: 5-3C,-ko 500. 2b. 9 13.461.5 

Fertihzer: Urei kg 9.(, 32.2 289.5 

Fertilizer: Fctassium nitrate ig 45.0 119.7 5,387.0 

insecticide: Metasidofos It 1.B 1.205.1 2.169.3 

Insecticide: Metogil kg 1.3 1,372.7 1,714.6 

Insecticioe: acilllls tuririensis ka 3.3 3,150.4 10,238.9 

Insecticide: Fyrenitrin it 0.5 4.262.4 2,131.2 

Fungicide: Benomyl it 1.3 2.783.9 3,479.9 

Fungicide: hetalaxil it 3.0 1.317.1 5,451.2 

Rodenticide kg 5.0 420.1 2,100.7 

Fumicant: hetil-brp.ide kg 250.0 151.9 37,984.5 

Flastic It 270.0 186.6 50,380.2 

Insecticide: Endolsu)far; It 5.0 946.0 4,730.! 

Insecticide: Diazinon It 6.0 1,874.1 11,244.4 

Insecticide: Diaetnato kg 1.5 687.3 1,030.9 

Fungicide: Clorotalonil kg 4.0 1,777.3 7,109.4 

Fungicide: Mancozeo kg 3.5 362.1 1,267.2 

Fungicide: Tiabendazol It 1.0 4,535.4 4,535.4 

Fertilizer: Calcium Nitrate kg 20.0 41.1 821.5 

Insecticide: Metil-Oxidiseton it 1.0 2,491.2 2,491.2 

rungicide: Captan kg 1.0 558.4 558.4 

Fertilizer: Monoaxonic fosfate kg 12.5 57.3 71.3 

Fertilizer: Menorr-l B kg 0.5 120.7 60.3 

Agricultural oil (Stylet oil) it 9.0 156.0 1,404.2 

Fertilizer: Diatomita kg 1.0 13.1 13.1 

Insecticide: Triadimefon It 1.7 7,706.2 12,715.2 

Herbicide: Paraouat it 3.0 555.1 1,665.4 

Herbicide: Glifosato it 2.5 1,167.7 2,!9.3 

Seed kg 1.4 36,000.0 50,400.0 

Machinery: loosen subsoil hr .4 1,694.9 678.0 

Machinery: oiok hr 2.5 1.271.2 3,17B.0 

Machinery: light disk hr 6.0 2,118.6 12,711.9 

Machinery: fungicide & insecticide hr 78.0 423.7 33,050.8 
Machinery: ' Diy fertilizer hr 7.0 661.0 4,627.1 

Machinery: Cultivate hr 3.0 1,779.7 5,339.0 

Machinery: Apply herbicioe hr 3.0 681.4 2,644.1 

Machinery: Level hr 1.0 2,542.4 2,542.4 

Macninery: ;otator hr 3.0 1,694. 5,084.7 

Macninery: ;oli;ar fucigation hr 0.9 1,101.7 991.5 

Machinery: Bending hr 1.5 2.627.1 3,940.7 

Machinery: Put plastic hr 0.2 1,355.9 271.2 

Machinery: Cut guides hr 2.8 881.4 2,467.8 

Machinery: Harvest hr 16.0 762.7 12,203.4 

TOTAL 328,201.5
 

Cost of traded inputs per ko of melon 16.4
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-----------------------------------------------------------

Table E.12. Estimate of NPC and EPC for melon, 1991
 

Border
 
Colones/kg
 

39.40
FOB at ports (US$0.35) 

4.13
Less export costs 


35.27
FOB at farmgate 


Domestic
 

39.40
FOB at ports 

4.13
Less export costs 


FOB at farm (border) 35.27
 

Add tax certificate (CATS) 5.27
 

NPC = (40.54/35.27) 1.15 

Domestic value added (40.54-18.6) 21.94
 

Border value added (35.27-18.4) 18.87
 

EPC = (21.94/18.87) 1.16 

EPC* = (21.94/16.67) 1.32 

* If exemption was granted on all. imported inputs, as stated by
 

the law creating the Export Contracts).
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-----------------------------------------------------------

------------------------------------------------------

Table E.13. Estimate of Producer Subsidy Equivalent (PSE) for
 

melon, 1991
 

Item Amounts 
(Colones) 

----------------­------------------------------

Tax Credit Certificates 274,200,000 

Production Credit 2,929,504 

Income tax exemption 
Research and extension 

125,226,000 
0 

Total PSE 402,355,504 

In order to obtain the percentage PSE, we divided the total PSE
 
by the FOB value at farm level, without the CATS.
 

Total PSE 402,355,504
 
FOB value at farm (135.27*38,974,500) 1,374,630,600
 

Percentage PSE 29
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APPENDIX A
 



TRADED INPUTS
 

Until December 1985 the tariff rates for traded inputs, which
 
were 10% for all, was determined by Law No.1738 of March 30, 1954
 
(see attached sheet).
 

In December, 1935, Law No.7017 abolished the previous and
 
instituted an array of rates for the different inputs. This Law
 
underwent several partial modifications during 1986-91, creating
 
many changes in the rates applicable to the different inputs. The
 

tariff history in the accompanying table, which were assembled
 
by CONDECOR, a consulting firm, is the result of an attempt to
 
capture all of the changes that occurred.
 

According to Law FODEA of May 1987, all agricultural inputs can
 
be exempted from import tariffs, as long as the benefits are
 

transferred to the farmers. This would lead 
one to believe that
 
after that date the tariff rates were zero. But this is not true.
 
Since the tariff rates are not zero (in fact, they were increased
 
after May 1987), importers of a.gricultural inputs, including
 
farmers, must go through a very lengthy, cumbersome and costly
 
process in order to obtain the exemption. So, in practice, there
 
were tariff rates after May 1987.
 

According to a very large farmer, some importers know the steps
 
that must be followed in order to obtain the exemptions with a
 
low cost. But these then do not pass on the benefits to the
 
farmers, since the opportunity costs to the farmer is equivalent
 
to the tariff savings.
 

These considerations lead us to take the reported rates as
 
existing and apply thvm during our adjustments.
 

Sales tax. Given that almost all of the traded inputs were
 
exempted from sales tax (10%.) throughout the period, the border
 
prices were also estimated without the tax. In the few cases in
 
which some inputs were not exempted (some in 1989 and 1990, the
 
tax was taken as a distortion and removed when estimating border
 
prices.
 

Adjustments. See respective input tables (on disk).
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Taole A.1. Tariff levels for principal traded inputs tpercent ao-valorem)
 

aI b/ c/
 

INPUTS M80 191 Mq82 1;83 1384 1935 1,86 1797 19BE M9B9 1990 19qI
 

NITROGEN FETILIZER 

All primary (urea) 10 10 10 10 10 10 4 10 8 B 9.6 8 

Ammonium nitrate l/ 10 10 10 10 10 10 23 23 23 14 9.6 4 

All others 10 10 1 0 1 0 1 0 0 13 13 13 9 9.6 4 

FHDSFHATED FERTILIZER 

All primary 10 10 10 10 10 10 4 10 8 B 9.6 8 

Others 10 10 10 10 10 10 13 13 13 9.5 9.6 4 
POTASIC FERTILIZER 

All Fritary 10 101 0 1 0 0 10 4 10 8 B 9.6 B 

Othcrs 10 10 10 10 10 10 13 13 13 10.5 9.6 4 

COMPLETE FORMULA 10 10 10 10 10 10 13 13 13 9 9.6 4 

INSECTICIDES 
Clorinated 10 10 10 10 10 10 35.5 23 23 I 14.9 13 

Aldrin. Heptacloro 10 10 10 10 10 10 30.5 I I 18 18 16 

All Other: 10 10 10 10 10 10 20.5 8 8 8 9.6 13 

FUNGICIDES 

Of Captafol, etc. 10 10 10 10 10 10 1B 20 18 16 I 18 

All Others 10 10 101 0 10 10 6 B B 8 9.6 13 

HERBICIDES 

Fropanil and others 10 10 10 10 10 10 23 23 23 16 18 I 

6lifosato, Paraquat 10 1C 10 10 10 10 1B I I I I 16 

All Others 10 10 10 10 10 10 B 10 8 B 9.6 13 

GROWTH REGULATORS 10 10 10 10 10 10 B 10 8 8 9.6 13 

MACHINERY 

Flows. etc. 10 10 10 10 10 10 23 23 23 23 23 23 

Other Acricuitural 10 10 10 10 10 10 8 20 10 9 9.6 13 

Plow parts 10 10 10 10 10 10 23 23 23 23 23 23 

Comoines & Harvester 10 10 10 10 10 10 B 20 10 9 9.6 13 

Tractors & parts 10 10 10 10 10 10 8 20 10 9 9.6 13 

I/ And mixtures with. 

a/ The top 9 inputs paid a sales tax of 101, which was taken into account. 

u/ Also. weiahted average of two prevailing rates (2/: and 1/3). 

:i Rates are weiohted average of two prevailino rates !2/3 and 1/3). 
For 190-85 Law ND.1738 of harch 30. 1954. 

For 176-71, Law No.7017 of December 19B5. and subsequent aidifications. 
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------------------------------------------------------------------------- ------------------

--------------------------------------------------------------------------------------------

---------------------------------------------------- -------------------------------- -----

able A.2. Costa Rica: Exchange rates used for most commercial transactions
" 


Jul Aug Sep Oct Nov Dec
Year Jan Feb Mar Apr May Jun 


1980 8.60 8.60 8.60 B.60 6.60 6.60 8.60 8.60 8.60 11.37 12.09 14.23 

1981 13.43 13.90 16.49 18.67 16.17 18.06 18.92 18.90 16.90 31.09 36.58 36.01 

1962 35.50 37.23 37.76 36.14 36.16 36.20 38.25 36.29 40.28 40.30 40.30 40.50 

1983 40.50 40.50 40.50 40.50 40.50 40.56 40.50 40.50 41.75 41.75 42.58 43.65 

1984 43.65 43.65 43.65 43.65 43.66 44.00 44.25 44.25 45.00 45.85 48.00 46.00 

1985 48.02 48.59 49.02 49.35 49.61 50.40 50.94 51.55 52.17 52.59 53.15 53.65 

1986 53.95 54.24 54.81 55.20 55.64 56.11 56.56 55.98 57.45 57.86 58.37 58.91 

1987 59.36 59.75 60.27 61.08 61.62 62.65 62.99 63.58 64.84 66.07 67.31 68.84 

1988 71.56 73.98 74.23 74.68 75.34 76.10 76.65 77.28 77.95 78.66 79.26 79.65 

1989 AO.07 80.36 80.66 80.94 81.25 81.55 82.07 82.67 83.11 83.51 83.96 84.48 

1990 84.69 85.18 85.91 86.65 88.02 89.66 ­ 91.43 92.15 95.96 97.24 99.63 102.34 

1991 106.85 110.58 114.74 118.20 120.90 123.72 " 126.04 128.62 130.67 132.75 134.35 

Rates from Jan 80 to Dec 63 are interbank and from Jan 84 to Dec 89 free interbank rates reported by Central Bank.
 

most of the commercial transactions.
These are the rates that were used for 


Rates from Jan to Dec 90 are from lMF's IFS, and are equiv. to interbank.
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