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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 wvarious
developing countries, over time and &across different types of
activities. This 1is being done through the estimaticn of several

indices.

The purpose of this study was twocfold. One, to develop historic
indices of the effects of various poiicies 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 g@going to producers,
including investment in research, extension and infrastructure;
and the Consumer Subsidy Egquivalent (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 ag subsidized

transportation.

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 snd 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 circumstances,
the indices obtained reflect closely the effects of the various

policies.

The estimated nominal protection coefficients (NPC) reveal &
preference by the government to protect the production of basic
graina, 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 vused in the production of rice (some
yvears), white maize, sugarcane and melon, and taxed those used in
the production of coffee, banana and beans. Had it not been for
the policies. much 1less 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 for beans of -26 to -84%), whereas the producers
of sugarcane, white maize and melon were very highly subsidized.
The PGSEs 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
rercent, 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 1882 it represented
235 percent of exports. Inflation reached unprecedented levels in
1982 (up to 890 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 end 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 exporte 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 Dbacked 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
gignificant amount of tax exemptions. According to this program,
by 1990, nominsal tariffs were to remain within the 5-40 percent
range of CIF value, except for textiles, clcthing and leather
products, which were to attain the same levels only in 1992.

Following are brief aiscussions 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.



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 1290 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 deposite 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.



Incentives to Non-Traditional Exports

Costa Rica began stimulating non-traditional exports to third
markets in 1972 when the Law of Export Precmotion 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 80s8 the TCC was provided uccording
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




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 asbout 75 percent oi 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 agricuitural GDP, whereas basic grains
account for only 7 percent; rice accounte 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 ¢2,118 million to ¢656 million. In 1983,
public investments grew 15 percent, but. fell by 6.4 percent in
1984.



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 1884. This increase in credit favored mostly

export crops. especislly coffee.

Structure of Agricultural Production

According to the Agricultural Census of 1984, the 96,542 farms
can by classified 1in three groups according to size: Class I,
Class I] and Class JII. 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 sbout &
percent of all producers, but 61 percent of <+total area in
agriculture. This grour generétes most of the exports, except for
coffee. 1Ii 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).

Ciass 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 rise. In 1984
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it accounted for 34,6 percent of agricultural production, and
generated ¢3,573 million; that is, an average value per farmer of
¢79,056 of 1880 (US$9,225).

Class I1I, which also embodies 47 percent of producers, generated
¢1,261 million; that 1is, 12 percent of the total wvalue of
production in 1984. This represented an average revenue per
farmer of ¢27,838 of 1880 (US$3,2483). This group produces 25
rercent of coffee (50% of all farms grow coffee and 58% of total
revenue 1is 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:t, by fixing the
minimum price on the basis of production costs of farmers in
Class I{ and Class IIl 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 loes.



Commercial Policy

The commercial policy in the agricultural sector during the 1980s
was dominated by guantitative restrictions in the case of grains
and other prcducts, 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.



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 (PEX 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 borderl 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, &nd the appropriate freight, insurance and 1local
charges must be assessed, a8 well ags any storage coat. The

appropriate exchange rates must also ke 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 Guif Ports, for white maize; and
FOB, Valpareiso, 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

rort charges, custom agent’'s fee, financing, grain loss,

1 In the case of an importing country, the border price is
the world price adjusted by freight, insurance, local charges and
an appropriate exchsnge rate to a given point within the
importing country.



administrative costs and 1loading and unloading pius transport
costs to San Jose (detalls 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 1988/80 and 1990/91, were
converted to dollar amounts, and arplied invariaebly 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 José.

In the case of coififee 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
vear, 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 3ll costs allowed by law (not all costs
are deducted). ICAFE uses this information to fix the final
liquidation fto the producer) price the mill must pay for cherry
coffee delivered by farmers. It deducte from total revenue, the
milling costs, the ad-valorem production tax end a 9% return to
the mill (this 1is 9% of total revenue, after deducting milling
costs), to ohtain 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
0IC 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 rest (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 (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.

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
farmere advances on the cane delivered. At the end of the sugar
vear, LAICA determines the zafra’s (harvest) total wvalue,
according to the different products sold in each market (white
gugar, 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 milles and cane producers. By law, the mills
receive 37.5 percent of this total, and farmers 62.5 rpercent.
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 calculationa. We took 37.5 percent
as the valid processing cost. The remaining 62.5 percent is then

11



divided by the total tonnage of sugarcane delivered to obtain the

farmer '8 price per ton of cane.

We estimated the total border value cf 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 preferentiai prices and
the rest at world prices. The sum of these two quantities
provided the border value of the zafra (see Table S5.19 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, Limén 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 costg and the
different taxes paid by farmers, and added total incentives
received by farmers, 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

12



present value (since it matured in 12 months), and converted it
to & per ton and per kilo basis, a3 follows. Exports were 389,745
tons and CATS were ¢274.2 million. Thus, CATS were eguivalent to
¢7.03 per kg exported, or ¢5.27 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 1is 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 1loans to growers for
operating the plantation, and adjusted their costs for tariffs
and other taxes, in order to obtain their domestic and border

13



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 were not estimated.

Producer Subsidy Equivalent

The producer subsidy eguivalent (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 quentities 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

14



have been a loan for four monthe repeated several times

throughout the year. The effect is the same.

Consumer Subsidy Equiwvalent

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 1level) 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.

Tabte !, Suamary of noainal protection coefficients (NFCs)
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Rice. The figures of the Table 1 s8how 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, vears 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$236 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 policv 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 28
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 1la Cafia de Azucar
(LAICA). This 1is 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 wvhen 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$0.168/1b in
1981 to US$0.084/1b in 1882 and to US$0.048/1b in 1985. It was
not until 1988 before world prices rebounded to US$0.10/1b And
the NPC fell to only 1.44. During this period the domestic price
to consumers went from ¢6.8/Kg in 1981 to ¢26.8 in 1986. These
results indicate that sugar consumers were highly taxed by the

marketing system and pricing policy.
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Banana. In 1974, the governmant began fixing minimum FOB (at
port) producer prices. 1t 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 NFC of 0.97 in 1986-87.

Melon. Aa peart of the 1incentives to non-traditional exports,

melon producers owning an export contract2 do not pay any taxes;

2The 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 gcvernment 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
reriod was due mainly to unmatched, sharp increases in world

prices.

During this pericd (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 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 becauses 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 1less (or decreased) than the price of the product,
effective protec.ion will be greater than nominal protection. The
opposite will be true 1if 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. Suseary of effeclive protection coefficients {EFCs)

beans W. Maize Coffee Sugarcane Banana Nelon
1980/61 n.a. n.a. n.a.
1961/82 0.46 2.14 n.a. n.a. n.a.
1562/83 1.60 17.33 n.a. 2,00 n.a.
1983/84 n.a. n.a. n.a. n.a. n.a.
1984/85 n.a. .27 n.a. 2.90 n.a.
1985/86 n.a,  -35.098 n.a. 2.30 n.a.
19846/87 2.39 12.75 0.39 2,40 n.a.
1987/88 0.70 2.29 0.42 1,50 n.a.
1988/89 , 0,43 0.95 0.97 1.30 n.a.
1989/90 . 0.42 1.84 0.70 1,30 n.a.
1996/91 1.53 1.81 n.a. 1.50 1.16

n.a. = not available.
¥ Value added at border prices was negative.
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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 s8socared above domestic prices and traded
inputs were taxed. The higher levels of protection reported for
the latter two years are a reflecvion of tariff rates on traded
inputs that were lower than the equivalent tariff on rice

imports.

Beans. The effective protection conefficients 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 1is Dbecause 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 iteself. This implies that the domestic value added (in
border terms) was very low. This explain the coefficients for
1982/83 and 1986/87. 1In 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 produce” it, it would have saved not only foreign
exchange {(the excess of the cost of traded inputs over the cost
of product), but alsc all of the cost cf 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 EPCa of 0.39 - 0.70 for the years in which production
cost figures were availeble were lower than the NPCs, indicating
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that coffee producers did not only pay export and production
taxes, but also import tariffs on traded inputs used 1in coffee
production. As a consequence, the domestic resources used in
coffee production earned returns that were 30 to 60 percent lower

than would have been without the distortions.

Sugarcene. The small difference between the NPCs of Table 1 and
the EPCs of Table 2 for sugarcane 1is 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 1985/90 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 te 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 mailze, 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 rfubsidy 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 wvalue 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 1984/85-18990/91. The
subsidy was negative in 1987/88 and 1988/89 because of the
negative nominal protection reported above; it was relatively
small (6.6 and B8.5%) 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.

Year Beans W, Maize Coffee Sugarcane Banana Kelon

1984/85 . 26.3 39.8 -23.2 58.4 n.a, n.a.
1983/86 . §2.%9 97.7 -28.9 91.9 n.a. n.a.
1986787 26. 46.4 60.0 -63.3 32,9 n.a. n.a.
1987/88 . -25.9 42.5 -32.4 32,7 n.a. n.a.
1988/89 . -57.1 3.1 -29.1 21,7 n.a. n.a.
198%/90 . -84.8 35.4 -3.2 3.2 n.a. n.a.
1990/91 . 5.0 27.1 n.a. 29.1 n.a. 25.0

n.a. = not available

White Maize. Table 3 shows that white maize producers received
gignificant subsidies throughout the period 1984,/85-1980/91,
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 1is 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 1390/91, 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 wvalue 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 1is the difference between domestic and border
consumer prices multiplied by the gquantity 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 1988/838 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
1988/89-19839/90 (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. Suseary of consumer subsidy equivalents {CSEs)

Beans W, Maize Coffee Sugarcane Banana Helon

1584/85 . -21.8 325.0 -37.0 B
1985/86 . . =36.6 538.0 =30.1 .
1966/87 . . -46.3 470.0 -31.3%
19687/88 . . =31.6 324.0 -24.2
1986/89 15.0 . -2.9 200.0 -12.0
1989/90 -153.1 . -29.2 119.0 -19.1

”

1990/91 . .. -23.1

n.a. = not available

White Maize. Users of this product paid cignificant taxes (more
than 20% of the value o0f consumption at domestic prices)
throughout most of the pericd. 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 rangéd 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.1 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.1. Costa kica: Froduction and consuaption of rice, 1979/80 - 1969/90

Crop Area Yields Froduct. FProduct. leports  Exports Stock  Apparent
Tear paddy eilled Changes  Cons. a/
{000 ha)  (t/ha) (t) (t) (t) (t (t) (t)
157%/B¢ 81,216 2,516 236,843 154,730 0 43,706 n.a, 111,024
1980/81 84,629  2.878 243,390 139,137 0 40,726 n.a. 118,411
1981/82 12,298 2,795 202,037 131,991 0 13,989 n.a. 118,002
1582/83 76,598 1,937 148,378 96,933 13,868 202 n.a,. 110,601
1983, 4 86,351  3.189 281,388 183,831 11,289 15.3500 n.a. 179,620
1984/85 72,335 3.07% 222,740 145,514 0 43,855 n.a. 101,661
1985/86 72,319 3,375 244,050 199,438 0 20,519 22,752 116,170
1986/87 60,323 3,064 184,811 120,737 0 0 6,570 114,187
1987/88 50,770 3,028 153,747 100,443 19,601 0 0 120,884
1968/89 38,352 3,521 205,464 134,230 38,647 0 36,895 136,002
1989/3) 63,398 3,900 244,317 137,428 3 289 n.a. 137,717
1599/91 31,36 3.800 195,685 122,303 38 0 n.a, 122,341

n.a. = not available
a/ Eouivalent to proguction + imports - exports - stock changes.

Source: CNFP

b. Product.ion 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).



Table R.Z. Costa Rica: Kegional situation of rice in 1988/8Y

_————

Reg1on Froduc-  Produc- Imports fotal Fercent-  On Fara  Deficit
tion tion & invent Consump- age  consump-
(paddy) {milled) changes tion  on fara tion
consusp.
(t) (t) (t) (t) {t)

Central 1,007 638 1,715 72,469 335

Ctl Pac. 47,047 30,736 10,311 . 2,388
N. Pac. 57,031 63.390 13,905 . 2,17
5. Fac. 42,230 27,589 17,614 . 3,674
Northern B.689 3.677 0 8,501 . 2,233
Atlantic 9,348 13,202 . 494

1L,y 136,002 . 12,043

Source: CNF, DBEC and Ministry ot 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. FProduction of paddy rice by sonths and regions, 1986/87 (t)

Month Cen- Central Nortn South  Northern Atlantic Costa

tral  Pacific  Pacafic  Facafic kica 1}
AlB 0 v 0 8.166 U 0 8,166 4.4
SEF 0 19,160 0 7,203 631 5,236 32,252 17.9
oct 0 11,786 2,232 9,020 J44 3,33 26,714 15.%
NOV 0 6,460 14,062 2,283 0 3,397 26,372 14.3
DEC ] 2,283 63,320 3,093 0 137 48,837 37.4
JAN 0 1,637 578 4,104 0 0 6.31% 3.4
FEE ¢ 287 50 0 0 156 493 0.3
MAR 0 23 312 0 0 3,078 3,419 1.§
AFR 0 227 478 ¢ 0 2,687 3,952 2.0
NRY 0 v 3,657 0 ¢ 2 9.678 3.1
JUN 0 0 B12 0 0 0 812 0.4
JuL 0 Boo 611 0 0 0 1,411 0.6
Total 0 42,669 86,332 33,823 995 18,242 184,061 100

Source: Departeent of Econoeic 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.

@



Table R.4 Costa Rica: Rice production by fara size group in 1984
Fara Production Prod. 1 of 1 of 1 of
size total faras marketed
group (t) (2) area surplus

Total 221,444 100,00

Ssall 4 213 1

I-{5ha 3.845 1.74

- (10 ha 5,209 2,33

Mediua 36 70.0 18

10 - (50 ha 23,154 10,46

30 - ¢ 100 ha 17,814 B8.04

Large bb 8.9 81

100 - ¢ 500 ha 64,275 25.03

300 & above 107,147 48.39

Source: DBEC, 1984 Agriculteral 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.
4



II. PRODUCTION INCENTIVES

f. Guaranteed Price

Table R.6 presents the guaranteed producer price fixed by
the government during the period 1979/80-1890/91, 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 salest.

g. Credit

Rice production was financed with between 18 and 37% of
total agricultural credit and about 704 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. Teble 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.

1In 1985, after the creation of the Rice Office, the
government ceased to buy and sell rice.

5



Table R.6. TDates of effect of quaranteed rice prices, 1979-1991

Producer (Paddy Rice)

Wholesaler (Milled Rice)

Date Price Date Price
8/80~10/80 2,405 B/80-10/8) 4,262
11/80-12/80 2,527 11/80-1/82 4,360
1/81-2/81 2,608 2/82-1/82 Free
3/81-7/81 2,935 8/82 12,891
8/81-10/81 4,40 9/82-4/83 18,922
11/81-12/81 4,750 3/33-7/84 21,407
1/82-2/82 3,080 8/84-2/86 21,985
3/82-6/82 3,760 3/86-5/84 24,257
7/82 10,940 6/84-10/87 26,573
8/82-12/82 10,270 11/87-12187 26,29
1/83-6/83 11,223 1/68-8/88 0,780
1/83-6/84 12,182 9/88-7/89 3,518
7/84 11,573 8/89-7/90 37,150
8/84 11,862 8/90-3/91 49,080
9/84-7/83 11,877 4/91-6/91 31,067
8/85-10/87 14,130 7191 70,103
11/87-12/87 14,978
1/88-7/88 15,874
8/88-6/87 17,697
7/89-6/%0 19,626
7/90-3/91 24,185
4/91-6/9% 32,405




Table R.7. Domestic prices and
sarketing aargins for rice

Whisale Fara pr.
Crop in S, in S.J. Margin

Year C/t C/t C/t
1979180 3,642 3,02 622
1980/81 4,252 4,196 L.

1981782 4,330 7,760 1,319
1982/83 18,410 16,387 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 26,373 22,4609 3,964
1967/68 28,713 24,708 4,005
1988/99 33,518 28,573 4,943
1989790 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
1979/80-1985/84 are froa Ahsed et al.
Fara price are prices quoted as clean and
dry, San José of adjusted accordingly.
The same sources were used as for
wholesale prices. For 1981/82 zargin, the
average 171 for the rest of the period
wae applied. Converzion factor is 0.425.

|




Table R,6, Credit to rice producers. 1985-91

jotal Interest Comsercial Differ-  Subsidy

credit rate b/ rate ¢/ ence Equiv. d/
vear (Mill Col) (%) (%) (Mill Col)
1985 1,487 230 30.0 7.0 103

al 1984 1,203 20.5 28.0 7.9 %0
a/ 1987 1,205 5.5 25.0 3.3 §2
1688 654 26.0 A)P] 3.3 36
1989 1,450 7.0 31.0 4,0 98
1990 1,083 35,0 36.9 2.9 3
1991 1,369 37.6 39.8 2.6 3

a/ For 1986 and 1987 we took averages of the others,

b/ We took the rate reported by the Banco Nacional de Costa Rica
for agriculture (large producer case).

¢/ We used the rate quoted by the BNCR for "other activities®.

d/ 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)

al 1385 1,442,645
al 1986 1,586,50¢
1987 1,745,600
1988 2,130,000
1989 2,499,650
1990 3,391,000
4.5

322,000

a/ For 1985 and 1986 we took 10%
less than following year.

Source: Ministry of Rgriculture
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1II. 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.10. CNP's participation in the rice sarket,
1980-91
1. Marketing Agents and
Parastatal
Domestic  Purchases Furchas/

Table R.10 shows that Year production al Prod.
after 1980/81 and until tons tons (2 |
1984/85 CNP purchased only
negligible amounts of all } e 152,24 28,241 18.5
rice ~ produced in the [ g5 126,23 10,072 8.0
country, and beginning in } g5 92,733 4,852 5.2
1985/86. when  the Rice } jo55p 175,868 10,568 b.0
Office (Oflcina del Arroz) 1984/85 139,213 3,989 2.9
was  created, its 1985/86 152,531 ¢ 0.0
rarticipation 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 ¥ oa/g9 128,415 b 0.0
integration of rice K o990 137,428 0 0.0
production and milling. In 1990/91 122,303 0 0.0
general the mills buy paddy Y ..
rice from farmers. mill and Source: CNF
atores it and sell to

wholesalers and retailers. I o T
Figure 1 depicts the
marketing channels.



Integrated Independent

Producer Producer
100%

Integrated Independent

Mills Mills

]
by-products
i
Supermarkets Wholesalers Feed Mixers
Retailers
Consumers

Figure 1. Marketing Channel for rice

n. Transport

Although a lsrge number of mills are 1located in producing
regions, & 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.

0. 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 1878/86C-
1990/91.

p. HMarketing Margins and Costs

The history of the margin fixed between the farm and wholesale
levels was presented in Table R.7 for 1879/80-1820/91. Table
R.11 presents the makeup of the margin in 1881 (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 1880s; exports occurred only in 1878/80
and 1981/82 (Table R.12). Rice was exported because, during the
1880~-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 Colén was
normalized in 1882/83, the country went back to importing rice.
In 1983/84 Costa Rica exported 15,000 tons of rice at U.S$.$2680/t
and imported 11,000 tons at U.S5.$423/t, while the domestic
vholesale price stood at U.S5.$562/t. During 1884/85 and 1985/86
rice was exported at U.5.$222 and U.S5.$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 1878/80-
1981/82 and a net importer of rice during the rest of the period,
since under porder pricing farmers would have supplied
considerably less rice during 1984/85-1885/88, the years in which
some rice was exported.

11



Table R.11. Rice: Composition of the margin
between farm and wholesale
(ex-mill price)

N I I

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 E
Administrative expense 76.94 4!
Sales expense 37.84 I
Financial expenses X 345.52 ‘
Sub-total 460.30
Total Cost 3.069.97
Profity 163.47
Cost + Profits 3.233.44
Price Difference X 8.67

% Using a 36.7% anmaal interest rate.

** With respect to the prevaili.g ex-mill price of
¢3.224.77/qq

S
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Tanie R.}Z.

Costa Raca: Imports and exporis of rice.

period Jan/67 - Dec/dY

Date bestination brigin Voiuse frice
{tons) ($/ton)

118y Nicaragua - 10,401 336
2180 Cupa - 5,626 34
/80 fec. Dominicana - 10 430
4/80 Nicaragua - 4,185 38
4/80 buatesala - 1,840 318
5/80 Cuba - 3,168 ALK
6/8u M2xico - 10,276 493
6i80 Nicaragua - 4,000 40
5780 Nicaragua - 1,660 502
10780 Nicaragua - 1,352 302
11/60 Nicaragua - 1,788 502
2/81 Ecuador - 9,594 449
4/31 Nicaragua - 10,444 500
6/81 Mexico - 10,276 49y
7/81 Mexico - 5,013 499
8/81 Nicaragua - 3,229 415
8/861 El Salvador - 300 500
12/81 Mexico - 4,460 499
1/82 Mexico - 6,000 499
11/82 Fanasa - 92 455
1:/87 fanama - 92 435
1/863 - Italy 4,052 0
2/83 Fanama - 1B 455
2/83 - U.5.A, 9,816 381
10/83 - u.5.A, 11,289 423
9784 Mexico - 15,500 260
B/84 Mexico - 20,514 221
B/b4 Santa Lucia - 190 241
8/84 Trinidad & Tobago - 208 42
§/84 Trinidad & Topago - 451 241
10/64 Trinidad & Tobago - 503 241
10/84 Mexico - 10,472 22

11/8% iringad & Tobago - 24) 24
11/84 Nexico - 10,473 221
3186 Rep. Doeinicana - 10,023 229
/8 Feru - 10,433 179
5788 - V.5.A. 10,456 376
6/86 - U.S.h. §.105 345
10/88 - U.5.A. 3.921 340
3/85 - 1.5.A, 16,772 21
4/89 - U.5.A, 17.471 212
5/89 - U.5.4. 17.27¢ 212

Source: Dept. of Economic Studies - C.N.F.
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During the period
1984,/85-1985/86 the
international price of US
No.2, 4% broken was
U.5.3%365/¢t, 60 percent
higher than the pPrice
received by Costa Rica. The
grain was exported to

Mexico, Trinidad and
Tobago, Dominican Republic
and 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 rezeived 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 UsS
No.3 up to US No.5 with 15
to 20 percent broken and,
thus, 1is 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
pPricing.

Table k.13, Domestic and trade rice prices,
1979/60-1986/90

Direc- Voluse Trade Domestic
feriod  tion of  traded Frice whsale price

trade Ta $/Ta $/Ta
79/80  Exp -43,706 ) 407 47
80/81  Exp 40,726 49 202
81/82  Exp *3,989 480 n.a,
B2/63  lep 9,818 361 475
83/84  Exp 15,500 260 502
B3/B4  Imp 11,289 423 502
84/85  Exp 43,855 222 451
85/86  Exp 20,515 204 7
84/87  none 0 ned. e,
§7/88  Iap 19,601 362 416
88/8%  Imp 38,4648 225 438
89/90  none 0 n.a, n.a.

n.ia. = not applicable
Source: CNF

r. Ports of Origin and Entry

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

14



8. 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 guantitative 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 N@5, 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.

15



Table R.14. Monthly international rice prices,
US No.5, 20 broken at Gulf Ports
(Jan,B0 - Dec.91; $/Ts)

Ponth 1980 1983 1984 1989
Jan 441 375 B4 399
Feb 485 364 386 399
NHar 518 364 386 39
fpr 329 364 351 403
Hay 529 375 349 414
Jun 485 388 351 419
Jul 483 386 R¥Y, 423
fug 452 386 340 425
Sep 452 386 328 349
Oct 463 386 i 364
Nov M0 384 M 353
Dec 384 388 i b
Konth 1981 1984 1987 1990
Jan 395 386 308 342
Feb 395 386 295 358
Rar 606 386 295 358
Apr 604 386 295 358
Nay 617 386 295 290
Jun 617 386 298 290
Jul 617 386 295 280
Aug 384 361 300 21
fep - 31 n 313 260
Oct 49 b6 368 260
Nov 470 366 395 0
Dec 30 366 404 283
Honth 1982 1985 1988 1991
Jan 408 368 408 8
Feb 388 375 439 272
flar KRS 384 450 289
Apr 348 381 LI 306
Hay 364 R 46! 310
Jun 359 386 440 315
Jul 353 384 439 309
Aug 364 381 439 2
Sep 364 379 428 28!
Oct 364 381 408 A}
Nov 342 399 A4 340
Dec 397 386 399 ERR

Rice prices froa Oct.89 to Apr.90, are monthly
prices of Huston milled rice prices which are
cosparable to U.S, Bulf prices. Conversion
factor, 22.04. Prices for 11 & 12 1990 and 199!
are USDA's Weekly Guide to Prices.

Sources: IMF, IFS Tapes.
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Local lmport 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
wae 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 1989/80 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 1979/80-1885/86, and to the ones
reported by CNP for 1986/87, and by Stewart for 1887/88-18983/90.
For 1990/91 we estimated a weighted average of the prices set
during the entire crop vear. 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 José. 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 Jogé 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.

17



iable k.15. Local charges applicable to grain 1mports, 1980-91

fear Fort Brokerage Finan- Grain Adain- Sub Transport

Charges fee cing loss 1istrative total  to S.J. Total
(¢/t)

(1) {2) (3) (4) (3) {6) {7 (8)
1960 23,60 0.66 70.00 1.79 4.30 102.71 93.65 196.36
1981 34,32 1.B4 179.460 4,49 9.05 9.7 128.20 317.47
1982  114.58 1.82 366,45 9.17 15.10 513.31 243.89 756.80
1983 121.5% 4,05 326.17 8.15 20,24 480,18 322.%9 803.17
1984  131.67 4,39 160.60 9.02 21.95 527.62 361,70 889.32

1985 150.23 5.01 309.77 10.24 23,04 600.28 416,22 1,016.50
1386 167.63 9.59 411.11 10.28 21.94 672,95 445,33 1,087.88
1967  1B6.26 6.21 198.55 9.5% 31,04 632,02 544.00 1,176.02
1668 227,08 1.9 716.18 17.90 37.8% 1,006.58 652,00 1,458.58
1989 244,36 8.15 716,80 17.92 40.73 1,027,953 652,00 1,479.95
1950  266.82 6.85 §77.29 14,43 4.47 911.90 870.00 1,781.90
1991 475,21 12.22 805.47 20,16 61.11  1,376.17 883.61 2,259.78
1/ Includes all services trom IKCOP at port; 961 of these are in § amounts per ton.
This amount {US$3/t) was used for 1980-90.

2/ Custom agency's fee, US.$0.10/t

3/ Based on 8% annual rate on CIF costs for three months

4/ Estieated at 0.5% of grain or 0.5% of CIF.

5/ Flat US$0.50 per ton

7/ Froa 196C-Bb adjusted by consumer price index, using 1987 as a base. Indexes from INF.

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 Valuex13,000 = total domestic value (TDV)
TDVx(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.VX(1/1+MM)*(1/1+t)*(1+MM) = U|V*(1/1+t)

Where BUV = Border Unit Value

18
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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. Suamary of
cost of
traded inputs

Producer Subsidy Equivalent at dosestic and
border prices,
This index includes three 1981-91
types of subeidy: from the (¢/t)

marketing system or pricing policy,
from subsidized interest rates and

from government expenditures on at At
research and extension. For the Year doaestic border
first category we multiplied the ---
quantities produced by the 1981 2,779 2,557
difference between the domestic and 1982 6,6%0 6,141
border prices. In order to obtain 1983 6,399 5,918
the credit subsidy, we multiplied 1984 n.a. n.a.
the difference between the interest 1985 11,340 LN, 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 1988 11,534 10,461
per year. Since the data was 1989 13,575 12,010
reported as cumulative amounts lent 1990 14,370 14,522
throughout the year, we used one 1991 23,146 20,87
vear as the duration of the 1loan.

In reality it might have been loan n.a. = not available

for four months repeated several
times throughout the year. The
effect is the sanme.

Consumer Subsidv Equivalent
In this index we included only the pricing policy effeét. We

multiplied the difference between domestic prices paid at the
wholesale 1level 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. Noainal Proteccion Coefticients for rice

1979/80 1980/81 1981/82 1982/83 1983/84 1984/85 1985/84 1986787 1987/88 1988/89 1989/90  1990/91

FOB price for USHS,201 broken at Gulf Ports L T T L T

i T T

- 378 386 384 343 296 448 415 305 310 3

Freight rate to Port Caldera, Costa Rica 25 25 A] 25 25 25 25 25 25 25 20 20 b
CIF Port of Caldera in dollars per %on 407 495 4820 403 411 409 368 321 413 440 325 330 c=ash
Average market exchange rate isport monthe 9 18 38 ) i 30 36 62 76 81 89 122 d
CIF Port of Caldera in colones per ton 3,500 8,980 18,332 16,309 18,030 20,488 20,536 19,927 35,809 35,840 28,884 40,323 e=ctd
Local charges other than transport cost 103 49 a3 480 528 600 623 632 1,007 1,028 912 1:376 f
Transport cost to San Jose 196 n 157 803 88y 1,017 1,088 1,17 1,659 1,880 1,782 2,260 ]
Border price San Jose at wholesale level 3,201 8,353 17,082 17,592 19,407 22,105 22,266 21,735 38,474 38,548 31,558 83,959 hzeefeg
Storage costs for three months (at $3/a0th) 108 228 481 310 353 631 104 182 B4 L0 1,17 1,549 i
Estinated earketing sargin in domestic sarket 622 % L339 1,823 2,393 3,458 305 3,964 4,005 4,945 3,140 8,848 j
Border price in San Jose at fara level {C/t) 2,580 8,297 15,743 15,259 16,501 18,016 21,257 16,989 33,515 32,517 25,293 13,581 k=h-j-j
Dosestic fare price in san Jose (C/t) 3,021 4,19 7,780 16,587 19,500 18,522 22,609 22,609 24,708 28,573 32,011 43,080 l
NFC equivalent to (domestic fara/border fara) 1.17 0.51 0.4 1,09 1.18 1.03 1.06 £33 0.74 0.88 .27 1.28 i

- -----------------.------o----- ..........................

Costa Rica was considered an exporter during 1979/80-1981/82, owing to the
circuastances of those years,



Table R.18. Effective Proteccion Coefficients for rice

Dosestic fara price in San Jose (C/t)
Traded inputs at domestic prices
Value added at domestic prices

Border price in San Jose at fare level {C/t)
Traded inputs at border prices
Value added at border prices

EPC  (domestic value added over border value added)

1980

3,021

2,380

1981

1,19
2,119
1,416

8,297
2,557
5,740

0.25

1982

7,760
6,690
1,070

15,743
b,141
9,602

0.11

1983

16,587
6,395
10,192

15,259
5,914
9,343

.09

1984

19,500
ERR
19,500

16,501
ERR
16,501

ERR

1985

18,3522
11,340
1,182

18,016
10,488
1,327

0.95

1986

22,609
11,49
11,112

21,257
10,234
11,623

1.01

1987

22,409
10,390
12,219

16,989
9,177
7,812

1'56

1988

24,708
11,534
13,174

33,515
10,461
23,054

0.57

1989

28,573
13,575
14,998

32,51
12,010
20,567

0.73

1990

32,011
16,370
15,641

25,298
14,522
10,775

1.43

1991

43,080 |
23,146
19,934

33,531
20,874
12,675

1.57




labie k.1%. Kice: froducer Subsiay Eouivalent, 1584/65-1990/91

Market Credst Fublic Total Fercent

Crop interv, policy  Expend.  subsidy  subsidy
Year millC Mill C Kill C Hill C (1)
1984/85 73,59 102,67 1.44 177.70 6.59
- 1985/86 215.46 90.33% 1.59 307,39 8,53
1586/87 678,52 42.16 1.73 122.43 26,47
1987/88 -BB4.44 35.97 2,13 -B4b.59 =34, 11
1968/89 -331.42 58.02 2.50 -476.90 -12.43
1989/90 922.42 31.41 3.39 34,80 21.76
1990/91 1,165.37 37.85 4,52 1,207.53 22,92

Table R.20. Rice: Consumer Subsidy Equivalent, 1964/85-1990/91

Dosect Border Subsidy  Percent
Crop Whlsale  Whlsale Consua equiv, subsidy
Year price price tons Hill € {1)
1984/85% 21,580 22,105 101,681 12.73 0,57
1985/8% 22,913 22,266 116,170 =75.135 -2.82
1986/87 26,573 24,73 114,067 -532.%5 -18.20
1987/88 26,743 38,474 120,885  1179.9% 34.00
1965/89 23,518 18,948 136,002 684.09 15.01
1989/90 37,151 31,558 137,142 -776.04 -13.05
1990/94 91,948 43,959 122,341  -997.3 -15.38

23



BEANS



I.

II.

III.

CONTENTS

PRODUCTION . e e e e e e .
a. Area, Production, Yields
b. Production by Regions .
c. Seasonality . . . . .
d. Type of Producers . . . . .
e. Production Systems or Technological Levels

PRODUCTION INCENTIVES .

f. Guaranteed Price

g. Credit . .

h. Traded Inputs . . .
i. Income Tax . e e e
J. Public Expenditures . .
MARKETING .

A. DOMESTIC

k. Production and Consumption Centers .

l. Marketing Agents and Parastatal

m. Transport
n. Storage .
0. Price Controls .

p. Marketing Margins and Costs

B. INTERNATIONAL TRADE .
Q. Trade Generalities .
r. Ports of Origin and Entry
8. Tariffs and Other Barriers .
t. Storage Requirements .

IV. METHODOLOGY .
Nominal Protection

V.

Effec

Producer Subsidy Equivalent
Consumer Subsidy Equivalent

INDICES

International Prlce

Freight and Insurance .

Local Import Costs
Exchange Rate
Storage Costs .

Wholesale - Farmgate Margln .

Domestic Farm Price .
tive Protection

ii

O©OomODO®»OOOm (N NerRé I Y WWNN ==



Table

Tab e

Table

Table

Table

Table

Table
Table
Table

Table

Table

Table

Table

Table

Table

Table

Table

[}

.10.

.11.

12,

.13.

.14.

.15.

.16.
.17.

LIST OF TABLES

Costa Rica: Production and consumption of beans
1979/80-1990/3]1 ....eereeevceccacsnsscnccnsssnns

Costa Rica: Regional situation of beans
in 1988/89 ....tieririeeencceccancsccassaasssanaa

Production of beans, by months and regions,
in 1986/87, (toN8) ..c.cceeteaccncasnsnsccsennanse

Costa Rica: Bean production by farm size in 1984

Guaranteed producer and wholesale bean prices,
19B0-199]1 . ...i.ieeeercaccroccasassenccannnoenns

Domestic bean prices and marketing margins
1979/80-1990/91 ...... it eereantsrancccnnocoannnn

Credit to bean producers, 1985-91 ..............
Public expenditures on beans production, 1985-91

Costa Rica: CNP s participation in the bean
merket, 198B0-91 ......ccvieenececocnncncanonosecs

Costa Rica: Imports and exports of beans, period
Jan/8B0-March/90 ... .. cceeereeeeeecencssnnssaccnnecs

Monthly international bean prices, black,
Argentina (Jan.80 - Dec.91; $/t) ...

l.ocal charges applicable to bean imports
1980-9] ...ttt it teeeececreaacannnceccsonnnans

Summary uvf costs of traded inputs at
domestic and border prices (C/t), 1981-91l.......

Beans: Nominal protection coefficients
1979/80-1990/91 ... i iiiiteenennncnceacanacacnces

Beans: Effective protection coéfficients
198091 ...ttt ittt eereneccnccaacscroosreenceacnnas

Beans: Producer Subsidy Equivalent, 1885-81.....

Beans: Consumer Subsidy Equivalent, 1985-81.....

iii

11

12

14

15

17

18

18



I. PRODUCTION

a. Area, Production, Yields

Table B.1 presents area, production, yields of beans for the

period 1979/80-1990/91.

Table B.1. Costa Rica: Froduction and consusption of beans, 1979/80-1990/91

Stock Apparent
Crop frea Yields Production [Imports  Exports Changes Cons.a/
Year (000 ha) {t/ha)  (t) (t) (t) (t) (t)
1879/80 24,894 0.46 11,504 9,379 0 n.a. 20,883
n'il
1980/81 23,681 0.52 12,289 2,456 G ma, 14,745

1981/62 35,507 0.46 16,312 23,437 0 n.a. 39,749

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

1983/84 41,431 0.50 20,780 13,612 0 n.a, 34,392

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

1985/86 48,271 0.40 28,992 0 ¢ 0 35,837

1586/67 36,489 0.37 32,186 0 11,17 980 20,029

1957/88 48,478 0.47 22,803 ' 0 8,725 (15,922 30,000

1588/89 48,701 0.56 27,263 7,51 0 4,83 30,000

198%/90 63,664 0.54 3,23 7,382 2,813 n.a. 38,827

1990791 65,389 0.49 34,267 6,079 0 fn.a. 40,346
a/ Eouivalent to production + ieports - exports - stock changeé.
b/ 1968/89 figures corrected by the authors,

n.a. = not available.

Note: lnventory changes refers only to CNP'c, and is not accurate.

Source: CNF



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 he noted that this is the general pattern that
prevailed durins; the period of interest. As shown by the tuable,
the South Pacific and Northern are the main bean producing
regions, together accounting for 68% of the total in 1988/889.

Tabie B.2. Costa Rica: Regional situation of beans in 1988/89

Produc-  Isports Total On fara  Deficit

tion & invent. tonsuap- consump-

changes tion tion
Region t t t t
Central 2,818 ° 2,735 15,454 1,437 9,901
Ctl Pacit 1,523 0 2,1Q m 817
N. Pacif, 4,004 0 3,102 1,808 -942
5. Pacit, 10,948 0 4,040 3,208 -6,908
Northern 1,563 0 2,868 2,868 -4,697
Atlantic 387 2,39 29 2,029
Total 21,265 2,733 30,000 10,285 0

Since on-fara consumption was higher than total consusption
in the Northern region, we made thea equal by subtracting the
ditference frim the Central Region's consusption.

Source: CNP.,

c. Seasonality

Table B.3 shows, via the production pattern of 1986/87, that
bean rroduction is concentrated 1in the period January-April, and
that these are the relevant harvesting months for the study, not
September-February.



Table B.3.

-----------

Frosuction of beans, by months and regions, in 1984/87

(tons)
Central North South Costa Froportion
Central  Pacafic  Pacific  Pacific Northern  Atlantic Rica (1)
151 126 0 2,745 0 0 3,062 9.8
445 0 0 1,079 0 0 1,324 4.9
G 0 0 0 0 0 6 0.0
0 0 0 0 0 0 0 0.0
0 165 2,457 188 0 0 2,810 9.0
1,620 1,145 530 3,021 0 0 6,316 20.3
284 1,041 832 4,284 0 0 6,238 20,0
108 183 3,670 1,437 2,188 281 1,877 25.3
151 56 2,173 110 B03 49 3,342 10.7
0 0 0 0 0 0 0 0.0
0 0 0 0 0 0 0 0.0
0 0 0 0 0 0 0 0.0
2,75 2,716 9,452 12,864 2,991 340 31,169 100

Note: Froduction figures for Upala, which is considered Northern, were included
in the korth Facific.

Source: Departaent of Econosic Studies, CNF.

d. Type of Producers

According to

producing beans

were of 50 hectares or

1973), and they contributed 69% of total production (Table B.4).
only 30%

Medium and large scale farms (15% of total) contribtuted

of total
planted, on average, less
sold very little of their

product.

It

is clear

activity is concentrated on very small farms.

e. Production Systems or Technological Levels

Beans
production

are

syastems:

The semi-mechanized is

ia 65% of total cost),

produced under
semi-mechanized,
stick) and "tapado”, where seeds are only covered by
employed on the
more), while the "espeque', which is very labor intensive
is utilized on farms of 5 hectares or less

three

3

levels

the 1984 Agricultural Census, 85% of the farms
less (up from 75% in

production. In 1984, also, 50% of the farmers (12,735)
than 1 hectare (0.42 ha) of beans and
that although

large farms produced increasingly more beans during the B0s, the

of technology or
espeque (using a planting
cut shrubs.

larger farms (100 ha or
(labor



(where 50% of production is

consumed on the farms). "Frijol Table B.4. Costa Rica: Bean production by
tapado” is a system in which fara size an 1984

farmers spread the s8seeds in a

bushy field and 1later cut the

bush, thus covering and leaving Fars Production Proportion
the seeds for germination. Almost size (t) (1)
no traded input 1is used (only ---

snail killer). This system is Total 17,003 100.00
emploved on medium s8ize farms

where 1.5 to 2.6 hectares are 1to(Sha 3,292 19,36
planted to beans. Yields are 5 to ¢ 10 ha 1,843 10.84
about 0.4 t/ha, and about 40% of 10 to ¢ 50 ha 6,718 19.52
production 1is retained for on- 50 to ¢ 109 ha 2,498 14,49
farm consumption. About 65% of 100 to < 500 ha 2,142 12,60
the total is produced under this fore than 500 509 2.99
technology, which 1is employed by

about 69% of sll bean producers Source: 1984 Agricultural Census
production.

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 Dbefore 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
¢4,000 (US.$84) from beans, and that for the producers, a 20%
increase in the farm price triggered an increase in yearly income
cf only ¢592 (US.$12).



Table B.5. Guaranteed producer and wholesale bean prices,
1980-1991
Producer K Wholesale
Date ¢/t Date ¢/t
1/80-11/80 6,196 2/80-2/82 6,334
12/80-2/81 6,696 3/82-4/82 16,000
3/81-7/81 9,348 5/82-9/82 21,000
8/81-10/81 11,500 10/82-4/84 24,697
11/81 13,000 5/84-12/84 29,571
12/81-2/82 15,000 1/85-5/86 31,760
3/82-7/82 20,000 6/86-1/87 42,220
8/82-11/82 24,697 2/87-12/88 38,000
12/82-6/83 28,740 1/89-10/90 42,185
7/83 33,435 11/90 63,003
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 amount of credit received by bean
producer 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 »elow those paid by large
farmers and other users of credit, as shown in the table.



h. Traded Inputs
See Appendix A.
i. Income Tax
Producers are not exempted
from income tax.
" J. Public Expenditures
Table B.8 présents estimates

of public expenditures on
research and extension of beans.

Table B.6. Domestic bean prices
and sarketing sargins
(1979/80-1990/91)

Whisale Fara price
in §.J.  in 5.4, Nargin

Yaar C/t c/t C/t
1979780 3,916 6,220 622
1980/81 6,330 8,980 858

1981/82 10,837 17,880 1,749
1982/83 23,84 28,540 2,854
1983/84 25,525 32,580  3,2%8
1984/85 30,580 33,480 3,348
1985/86 32,602 40,850 4,085
1986/87 40,462 38,808 3,881
1987/88 38,000 35,560 3,55
1988/99 40,041 48,068 4,807
1989/90 45,873 45,89 4,890
1990/91  S3,75% 50,002 5,000

Nholesale prices are weighted averages,
in which the weights are the nusber

of days during which they prevailed.
See Table B.5,

Fara price are those paid for clean

and dry in San Jose or adjusted
accordingly.

Since most of the margins were negative,
an average sargin of 101 above fara
price, obtained for the 4 years during
which wholesale was higher, was
applied to the rest of the years.




Table B.7. Credit to bean producers, 1983-91

Total Interest Comeercial  Differ- Subsidy

credit rate b/ rate ¢/ encekquivalent d/

Year (000 Col) (1) (1) (Colones)
1985 36,15 12,0 30.0 18.0 6,506,080

a/ 1986 16,737 15.0 28.0 13.0  2,435.810
al 1987 48,737 15.0 29.0 14,0 6,823,114
1988 10,998 15.0 3.3 16.5 1,814,837
1989 19,649 15.0 31.0 16,0 3,143,760
1990 88,207 15.0 J8.9 21.9 19,317,224
1991 128,144 17.8 39.8 22.0 28,127,564

al For 1986 and 1987 we took averages of the other, excluding 1950.

b/ We took the rate reported by the banco Nacional de Costa Rice
for agriculture (the small producer case).

¢/ We used the rate quoted by the BNCR for “other activities®.

d/ We assumed that loans were for twelve sonths.

Source: Banco Nacional de Costa Rica

Table B.B. Public expenditures on beant
+.oduction, 1963-91

Research
only
Year (Colons)

of 1985 1,270,400
il 15k L,00,400
1967 1,200,400
1988 2,420,950
1989 35,047,950
1956 &, 444,200
1990 4,174,000

a/ Expenditure on research ia 1985 and 1966
assused to de equal to that of 1387,

Socrce: Ministry of Agriculture




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 sghows that CNP
purchased between 21 and 92% of Table B.9. Costa Rica: CNF's participation
production (marketable surplus) in the bean sartet. 1980-91
during 1980/81-199C/81 and that
in most years it purchased more
than 50%. Given the high levels
of on-farm consumption, it is Crop Dosestic FPurchases Purchas/
fair to say that the private year Product. o/ Prod.
sector do not intervene 1in bean t t (1)
marketing between the farm and .
wholesale levels. It does,
however, participate actively in 1980/81 12,265 8,900 72.4
bean wholesaling and retailing. 1981/82 16,312 3"19 21.0
Figure 1 depicts the marketing 1982/83 1"352 9,447 45.8
channels. 1S83/84 20,780 17,034 2.0
1984/8%5 22,893 12,287 53.6
. 1985/86 28,992 26,825 §2.9
m. Transport 1586/87 32,186 15,864 81.7
) ] 1987/88 22,803 14,100 41.6
Since bean prices are 1953/85 2,45 10,923 18.4
normally set in reference to 1989790 34108 na. n.a.
locations in San José, transport 1390/91 Ta s .
costs from farm to market 1is
incurred by the farmer. When n.a. = not available
-importing, the transport cost Source: CNF

from the port is borne by the
CNP.

n. Storage

Storage coste 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 colén, about US$3/t in 1991.



o. Price Controls

Prices are fixed also at the wholesale and retail levels,

as

shown in Table B.S, and are enforced through CNP's participation
at all level. of the marketing chain.

Wholesalers

Figure B.1.

Producers
CRP
C
o
n
s
u
m
e
r
Retailers s

Marketing channel

for beans




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.10 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
predeminantly 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 guantitative restrictions.
The CNP has a monopoly cn 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 1X%.

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.

10



Table B.10. Costa Rica: leports and Exports of beans, period 1 30-3/90
Date [estina- Origin Voluse  Price Date Destina- Origin Voluse  Price
tion (tons) ($/ton; ¢ tion (tors)  ($/ton)
3/80 - Chile 447 725 xxx 1/89 - Nitaragua 230 759
3180 Argentina 1,646 760 xxx  2/89 - buatesals 16 "
4/80 - Chile 700 763 xxx  2/89 - Mexico 99 585
9/80 - Chile 700 763 xxx  2/89 - frgentina 2,199 720
/80 - Chile 1,908 7635 xxx  2/89 - WLS.A. 1,31 872
7/80 - Chile 2,497 754 xxx  4/89 - U.S.A 696 872
9/80 - Uu.S.4, 390 760 xxx  5/89 - Nicaragua 415 n.d.
1/81 - Chile 261 900 mx  5/89 - buatesala 186 764
3181 - chile 750 900 xxx  b/89 - Buatesala 149 784
7/81 - Chile 1,055 970 xxx  7/89 - Chile 1,900 B7b
B/8i - Chile 1,055 995 xxx  7/89 - bBuateaala 165 764
7161 - Chile 1,053 970 xxx  B/89 - buatemala 104 750
3181 - Honduras 1,100 832 xxx  9/89 - buatesala 80 972
10/81 - Honduras  §,200 B1% xxx 10/89 ~  buatesala 8u 750
11/81 - Argentina 2,157 800 xxx 11/89 = Honduras 185 750
12/81 - Argentina 1,857 656 xxx  12/89 - Honduras I 750
2182 - Honduras 975 823 xxx  12/89 = Honduras 20 m
2/82 - U.5.4, 2,088 595 xxx  3/90 U.5.A. - 494 n.d.
2182 - E} Salvad 1,000 735 XX
4§/82 - U.S.A. 5,450 498 XXX
5/82 - U.5.4. 5,300 464 xxx
10/83 - U,S.4, 3,413 659 xxx
10/83 - Honduras 40 548 XXX TOTALS FOR THE PERIOD
11/83 - Nicaragua 107 548 0y -
12/83 - Guateeala 506 528 334
1/84 - Honduras 164 548 xxx  VYolume from [, Aeerica 8,116
2184 - Guatesala 704 334 xxx  (lsports) Nexico 8,506
4/84 - buateanla 106 928 XXX Chile 12,348
5184 - Guatesala 85 528 XXx Argentina 7,859
o/84 - Nexico 8,407 353 113 U.S.A 18,518
9/86 Brasil - 7,350 280 Xxx Total 55,347
10/86 C. fAmerica - 3, 301 xxx
10/86 E! Salvado - 30 n.d, xxx  Voluee to C. America 10,352
1/88 Nicaragua - 295 315 Xxx Nexico 0
1/88 El Salvago - 9,000 250 XXX Chile 2,200
1/868 GBuatesala - 1,000 240 XXX U.5.4 494
6/68 E) Salvado - 230 n.d. XXX Brazil 7,350
7188 Chile - 2,200 n.d. XXX Total 20,398

¢ FOB for exports and CIF for iaports

11



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
Central America, Costa Ricans prefer black over red beans, and
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 Centrsl America supply residual amounts when
necessary. This is due in part to the fact that Guatemala is the
only other country in the region that produces black beans
(preferred by Costn Ricans) in significant quantities. Costa Rica
also exported bears 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; $/t)

N L L L L T T T 2 - —m—- -

ronth 1984 1985 1986 1987 1988  1%69 1990 1994
Jan 480 470 465 350 275 70 135 n.a.
Feb 480 470 445 3% 2% 670 135 n.a.
tar 480 470 465 350 275 670 138 n.a.
hpr 480 470 463 30 2 670 125 n.a.
ey 480 43¢ 465 330 285G 670 123 n.d.
Jun 458 43¢0 440 310 318 100 123 Nud.
Jul LRl 430 440 30 340 70 800 n.a.
fug 458 450 400 310 42 880 990 n.a.
Sep 510 450 400 219 300 910 850 n.a.
Oct 450 465 350 215 &N 910 730 n.a.
Nov 470 465 350 215 470 800 n.a. 310
Dec 470 465 350 215 610 750 n.a. 310

Scurces: [INF, IFS Tapes

12



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

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 B.12). 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 rer 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. Iransport from Port. This is the transport cost from
Port Caldera to San Jose. For 1987-81, we used the actunl rates
quoted by transport companies; and estimated the others using the
consumer price index to adjust the 1987/88 rate backwards to
18979/80. The numbers are within expected ranges.

Exchange Rate. The rates used for estimating protection
coefficients are averages 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
1990/81. 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 vear.

Wholesale — Farmgate 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). : '

13



Table B.1Z. Local charges applicable to bean imports, 1980-91

vear Fort Brolerage Finan- Brain  fdzinis- Sub Transport

Charges tee cing loss  trative total  to S.J. Total
(¢/t)

1/ 2/ 3! 4/ 5/ &/ (8)
1980 25.56 0.5¢ 149.47 3.4 4.93 168.67 93,43 282,32
1381 75,483 2.4 NN 11.64 12.4 566.90 128.20 695.09
1582 11B.45 3.95 647,24 15.18 19.74 B05.56 43,49 1,048,05
1983 124.25 4,14 445.16 11.13 20.71 605,39 322.99 926,38
1984  136.41 4,55 451,54 12.29 22.14 667,52 381,70 1,029.21
1983 156.44 5,21 942,02 13.55 26.04 743.05 416,22 1,159.27
1986  172.33 5.74 525.68 13.15 28.72 745.83 465,33 1,211.16
1987 194.87 6.50 472.85 11.82 32.48 718,57 544.00 1,262.57
1986 233.88 7.80 927.72 23.19 38.98  1,231.%7 652,00 1,883.57
1989 249,19 6.3 1,343.33 38.58 41,53 1,B80.9% 652.00 2,532.94
1990  284.33 9.54  1,750.50 44,02 47,712 2,148.52 870,00 3,018.52
1991 4762 13,05 1,004.74 5,12 65.24  1,584.36 943.41 2,527.76

1/ Includes all services from INCOF at port: 967 of thes2 are in dollars per ton.
This cost (US$3/t) was used for 1%80-90,
2/ Custon agency’'s fee, US.$0.10/t
3/ based on BX annual rate on CIF costs for three sonths
4/ tstisated at 0.5% of grain or 0,51 of CIF.
5/ Flat US$0.50 oer ton
7/ Froe 1560-B6 adjusted by cr--ur.r price index, using 1987 as a base. Indexes froa INF.

Domestic Farm Price. In prir:iple we used the actual domestic
pric: paid to farmers placed .n San José. For the period 1879/80-
1985/86 we used the prices reported by Ahmed, et al. These prices
were adjusted by a fscter reported by CNP to go from wet and
dirty to dry and clean grain. In the other years we used the
actual pricee paid in San José 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 Banhco Nacional for two
production systems: semi-mechanized and beans planted with a
stick (espeque). The prices of traded inputes were adjusted
according to the tariff levels prevailing in each year (see
Apprendix A). The prices of machinery services were adjusted as
follows:

Unit Valuex13,000 = total domestic value (TDV)
TDVx(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.Vx(1/1i4+MM)*(1/1+t)*(1+MM) = UjVx(1/1+%)

Where BUV = Border Unit Value

Table 13 presents a summary of the ccsts of traded inputs,
at domestic and border prices, for 1981-1891.

Table 13. Suesary .’ costs of traded inputs at
dosestic and border prices (C/t), 1981-91

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

Beans planted with espeque sz Seqx-nechanized beans
At At == ft At

Year comestic border == doaestic border
1981 5,689 4,338 == 6,446 5,919
1962 5,419 9,022 == 13,082 12,066
1963 8,239 7,705 == 13,274 12,281
1984 =z
1985 =z 17,802 16,815
1586 == 19,318 17,538
1587 §,61¢ 8,737 == 15,101 13,337
1588 11,703 10,731 == 17,880 16,408
1989 ==
1390 16,640 15,064 == 19,479 17,932
iso 24,278 22,597 == n.a. n.a.
n.3. = not available
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This index includes three types of subsidy: from the
marketing system or pricing policy, from subsidized interest
rates and from government expenditures on iz ~arch 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 the 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 sane.

Consumer Subsidy Equivalent
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 equivalent is presented in Table B.16; and
the consumer subsidy equivalent is presented in Table B.17.
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Table 8.14. Costa Rica: Nosinal Proteccion Coefficients for beans

1979/80 1980/81 1981/62 1982/83 1983/84 1984/85 1985/85 1986/87 1987/88 1988/89

1989/90 1990/91

FOB price at Argentinian port 18 890 768 480 m 152 388 289 520 854 848 310 a prelisinary est. of 11/
Freight rate to Port Caldera, Costa Rica L) 4 )| 37 83 68 10 75 13 15 15 75 b
CIF Port of Caldera in dollars per ton 759 934 820 537 131 520 458 34 395 929 923 85 c=avd
Average market exchange rate iaport months 10 r'H 39 i 5 52 57 65 18 83 95 130 ]
CIF Port of Caldera in colones per ton 1,473 23,285 32,362 22.238 24,577 27,101 28,294 23,645 45,385 77,186 88,045 50,237 e=cid
Local charges other than transport cost 189 1Y) 808 605 648 743 744 MY 1,232 1,88t 2,149 1,504 f
Transport cost to San Jose 282 695  1,0% 8 1,029 1,159 1,211 L,263 1,884 2,533 3,019 2,528 9
Border price San Jose at wholesale level 1,94 0,547 5e,217 23,792 28,214 29,005 28,251 25,626 49,501 81,580 93,212 54,349 heesfeg
Storage costs for three sonths (at $3/aoth) 12 33 £97 522 573 656 e 818 982 1,000 1,203 1,644 i
Estisated marketing margin in dosestic martet 622 858 1,769 2,85 3,258 3,348 4,085 3,881 5,9% 4,807 449 5,000 j
Border price in San Jose at fare level (C/t) 7,198 23,375 31,950 20,416 22,443 24,999 23,442 20,921 44,93 15,721 87,320 17,705 kehei-j
Domestic fara price in San Jose (C/t) 6,220 8,580 17,690 28,340 32,580 33,480 40,850 36,808 35,560 48,068 45,896 62,588 l
NPC equivalent to {dosestic fara/border fara) 0.88 6.37 0.55 1.40 1.45 1.3 1.1 1.85 6.79 0.63 0.54 1.31 I




Table B.15. Costa Rica: E{iective Proteccion Coefficients for beans

FOR BEANS PLANTED WITH ESPEQUE

Doaestic vara price in San Jose {C/t)
Value of traded inputs at dosestic prices
Value added at dosestic prices

Border fare price in San Jose
Value of traded inputs at border prices
Value added at border prices

EPC

Year 1980
§,220
ERR
ERR

7,198
ERR
ERR

ERR

1981

8,580
4,689
3,891

23,375
4,338
19,037

0.20

1982  19g3
17,690 28,540
5,419 8,239
12,271 20,301

31,950 20,416
5,022 7,705
26,928 12,711

0.46 1,60

FOR SENI-MECHANIIED BEANS

Dosestic fara price in San Jose

Value of traded inputs at dosestic prices

Value added at domestic prices

Border fara price in San Jose

Value of traded inputs at border prices
Value added at border prices

EPC

Year 1980
6,220
ERR

71,198

ERR

1981

8,580
6,44
2,134

23,375
5,919
17,45

ollz

1984

32,580
ERR
32,580

22,443
ERR
22,443

ERR

1985

33,480
ERR
33,480

24,999
ERR
4,999

ERR

1988

40,050
ERR
40,850

23,442
ERR
23,442

ERR

1987

38,808
9,614
29,193

20,927
8,737
12,190

2'39

t9e8

35,560
11,703
23,857

48,953
10,731
3,232

0.70

1989
18,068
48,068
75,127
15,727

0.63

1950

25,896
16,540
30,257

87,320
15,064
72,25

0.42

19

62,588
24,278
38,310

47,705
22,597
25,108

1.53

1982 1983
17,690 28,540
13,082 13,271
4,508 15,289

31,950 20,414
12,066 12,281
19,884 8,135

0.23 1.88

1784

32,580
ERR
32,580

22,443
ERR
22,043

ERR

1985

33,480
17,902
15,578

2,999
16,615
8,384

1.86

1986

40,830
19,318
21,532

23,442
17,538
5,904

3.865

1987

38,808
15,101
23,707

. 20,927

13,397
1,589

3.12

1988

35,560
17,680
17,480

44,963
15,408
28,355

0.62

1989

48,068
ERR
48,068

15,121
ERR
75,121

ERR

1990

45,894
19,679
27,217

87,320
17,932
69,388

0.39

1991

62,588
ERR
ERR

47,105
ERR

47,705

ERR




Subsidy  Subsidy  Subsidy

fros tros via
narket credit  research Total Percent
policy policy KRG  subsidy  subsidy

Year (Nil1 C} (MLl ©) (Hill C) (Mill ) (1)

1965 194,2 6.3 1.3 201.9 263
1986 504.7 2.4 1.3 508.4 42.9
1587 573.9 2.6 1.3 579.4 46.4
1786 -214.4 1.8 2.6 -210.0 -23.9
1989 -754.1 3.1 3.1 -147.9 -97.1
1996 -1,384.8 19.3 2.6 -1,362.9 -B4.6
1991 18.7 2.0 4,2 B4.9 5.0

Research expenditures for 1985 and 1986
we assused to be equal to that of 1987,

Table B.17. Beans: Consuaer subsidy equivalent, 1985-91
Percent
Domestic border  Subsidy  subsidy
Year Consuap  Whlsale  whlsale equiv, equay.
tong tons G/t  (Mill ) (1)
19835 22,893 30,380 29.003 -36.1 -5.2
1986 33,837 32,602 28,251 -155.9 -13.3
1987 20,029 40,442 25,626 -2907.2 -36.7
1988 30,000 38,000 49,501 342.0 30.3
1989 30,000 40,44} 81,580  1,234.2 104.7
1990 38,827 43,673 93,212 1,B38.0 103.2
1991 40,346 53,756 94,349 23.9 1.1

Consuaption 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 vyellow maize was produced in 1988/89 and only a negligible
amount was produced in 1989/90.

Table M.1. Costa Rica: Froduction and consusption of yellow maize,
1579/60 - 1950/91

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

Stock  Apparent

Year Area Yields Fraduction  lsports gxp  ChangesConsuap, 1/

(000 ha)  (t/ha) (t) {t) {(t) {t) (t)
1979/80 1;:086 1.68 16,903 21,;;;- 0 n.a. 38,849
1580/81 12,184 1.88 22,853 51,260 0 :::: 74,113
1581/62 5,800 1.69 16,648 39,226 0 :::: 55,894
1562/83 12,850 1,56 20,009 64,221 0 :::: 84,230
1383/84 10,683 1.70 18,099 26,222 0 :::: 44,321
1964785 11,328 1.70 15,248 43,348 0 :::: 62,596
1385/8¢ 11,754 1.B3 21,690 0 0 102;33 11,287
1586767 8.873 1.70 15,321 17,455 0 1,875 30,857
1567758 202 1.56 3317 121,885 0 0 146,805
1588/8¢% 0 0.00 0 144,633 0 7,193 137,440
1983730 1,514 1.85 2,866 127,14 0 n.a. . 130,01Z
1860791 0 0 ¢ 158,14 0 n.a. 198,144

17 Equivalent to production + imports - exports - stock changes.
n.d, = not available
Source: CNFP



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
increased sharply after 1984/85, rieing from 83,621 tons 104,000
tons in 1985/86 and 1986/87; in 1987,/88 it began a slow decline
to an estimated 79,000 tons for 1983/90.

Table M.2. Froduction and consusption of white saize, 1979/80 - 1990/91

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

Stock Apparent

Year Area Yields  Froduc. laports Exports  changes Consump.l/
(000 ha)  (t/ha) (t) (t) (t) (t) (t)

1979/80 h 28,7;; ----- ;:;;- 48,197----4,508 0 n.a. 52,709
1980/81 34,738 1.88 65,154 0 0 n.a., 65,154
1581/82 39,240 1.69 bb,499 3,429 0 n.a., 63,628
1982/83 43,462 1.56 67,613 0 0 na. 67,673
1963/84 51,420 1.70 87,278 0 230 n.a. 87,278
1984/85 49,694 1.66 83,621 a 0 0 83,421
1585/86 51,587 1.82 104897 0 0 0 122,887
1986/87 b6, b0 1.9 104,012 5,000 0 0 109,042
1507 /88 39,363 1.56 53,694 0 0 (3,531) 97,225
158585 38,760 1.45 84,932 b4 v (9,254} 94,800
1985/50 47,66k 1.65 78,942 o 0 0 78,962
1950/51 40,170 1.7 62,237 0 0 0 62,235

1/ Equivalent to production ¢ imports - exports - stock changes,
n.é. = not availaele
Source: CNF



White maize accounts for more than 85 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 1is 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.
Horales, 1880, indicated that CNP 1lost to aflatoxin 10.2, 15.6
and 10.3 percent of the white maize handled during 1985/86,
18988/839 and 19838/80, 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 1is 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 yearsl 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%X); 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.

1 In Costa Rica crop vyear for grains covers the period
August 1-July 31. ,
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In the

case of  7able n.3. Regional situation of white aaize an 1588785 (tons)

vellow

maize, = ... - ceemmmmmmececenne - - -
because Produc-  laports Husan Livestock Total Net 3
94% of Region tion & invent Consump- Feed Consuap- Production
production changes tion tion
occurred - e m—————————

between

August and () 4,841 9,465 2,014 22,736 44,750  -17,89)
January,

the period i) pec, 4,709 0 3,0 1,392 AMe 5,317
Aug-Jan

was  taken , p... 11,636 0 7,832 3,248 11,080 8,388
a 8

production 5. Pac. 23,526 0 7,088 10,208 17,306 13,318
months,

while Northern 7,305 0 3,454 6,496 9,950 809
April-July

w a B Atlantic 30,515 0 4,948 7,320 7,268 28,595
considered

import Total 84,932 9,469 48,400 46,400 94,800 38,532
months.

After —- ——- .

1987/88 t Froduction sinus on fars livestock feed.

all months

w e r ¢€ Source: CNF

considered

import

months, R T S S O S A PR A

due to the
insignificance of domestic production.

d. Type of producers

Table M.5 shows that maize is produced mainly on emall
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 bhetween 1973
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 29.3587)
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).



Table M.t Production of sbite and yellow saire by sontbs,
1986/97 and 1967/88

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

Eiilt YELLOW

Averige hverage
Hontbs 1984/87  1587/85 percentage  1¥BE/B7  1987/88 percentage
Aug 6,250 8,103 1.1 1984 b1 14.8
SEP 18,374 33,036 FEN) 3,513 354 .
0C1 9,385 14,958 11.9 2,676 (31} 17.7
Ny 6,209 5,327 3.7 17 480 4.0
118 6,281 1,393 8.7 392 49 1.5
JRK 13,524 3, 4¢ 16.4 rRlY) 180 18.0
FEb 6,912 5,395 6.0 3¢ 0 1.8
RAR 3,702 5,154 43 i ] 0.t
AFR &ilb 1,218 1.7 11 ] 0.1
NAY 4,207 3899 40 358 0 .0
JUK 15,70 AL 1.4 1,33 ] 1.7
JL 5,443 4,852 5.0 473 ] &7
Total 101,100 104,384 100 14,570 AIY) 160

Source: Departaent of Lconcaic Studies, CNP,

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

’ 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
I 100 to <200 ha 5,159 10.56
| More then 500 1,326 2.71

I Source:

1984 Agricultural Census of the Direceién Genera
de Ectadistica y Censos

¥

i

{
1|‘




Table M.t. Average ares and percent of total production produced by
different proportions of farmers in 1984
%4 of farmers Average area % of total
(ha) production
46 0.45 6.8
38 1.50 27.0
13 4.50 32.8
2 17.20 26.4
100 1.68 100.0
Farmers = 23,687 Area = 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
mech&gnized, 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 lasbor. The yields of 1.6 t/ha are above the
national average and 80X 1is marketed. Only 1.8% of the farmers
used this technology 1in 1984, contributing 8% of totsal
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 vyields 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 emploved 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 eredit purposes include much more
tradable inputs than those reported in the Agricultural .Census.
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I1. PRODUCTION INCENTIVES
f. Gueranteed Price

Saenz points out that although the National Production
Council (CRP) fixes = guaranteed price at the farm level (see
Tables M.7, M.B8 and M.9), this price has meant very little to
farmers, from the stand point of being & 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 ¢Z242/year or US$5. He then pointed out thst the price is
relevant to only 15X of the farmers, and particularly to the 2%
that sells 26% of all marketed maize.

Table M.7. Guaranteed prices to producers and
wholesalers, 1978-1981 (¢/t)
Producers Wholesalers
Date Price Date Price

1/79-6/80 2,130 10/79-1/80 2,084
7/80-12/80 2,435 2/80-8/80 2,295
L'1/81-—4/81 2,826 8/80-1/82 2,622
5/81-7/81 3,739 2/82-4/82 4 6,109
8/81-10/81 4,270 5/82-9/82 8,500
11/81 4,770 10/82-12/84 10,435
12/81-2/82 5,110 1/85-6/85 11,217
3/82-7/82 7,500 '7/85-5/88 11,805
8/82-11/82 10,435 6/86-12/86 13,836
12/82-4/83 11,091 1/88-12/89 16,988
5/82-5/85 11,508 1/90-5/90 15,720
6/85-8/65 12,688 6/30 24,077
9/85-12/88 13, 669 |

1/89-9/89 15,205

10/89-10/90 18,403

11/90-8/91 21,318
|9/81 24,898 ]
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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, s8ince the suaranteed
price is quoted on a dry and clean basis.

S R Y A

Table M.8, Dosestic prices and aarketing margins
According to Salazar, Mryu&'.ﬂu

during 1976-80 almost all of
the area planted to maize

g. Credit

was financed through  the rara
banking system; but starting Whisale price

in 1982 only 5% of the area in §.J. inS.J.  Margin
planted received this type Year C/t ot C/t
financing, but the amount

per hectare increased 1979/80 2,132 1,980 297
considerably. Table M.10 1980/81 2,290 2,650 398
shows the amount of credit 1981/62 3,09 5,830 g7s
recgived by maize producers 1982/83 9,600 11,040 1,656
during  1985-91 and  the 198384 10,020 11,590 1,789
implicit  subsidy obtained 198485 10,573 11,630 1,143
through  reduced = interest 1985/86 11,95 13,830 2,043
rates. It should be noted 1986/87 13,936 53,660 2,080
that  the  public = banks 199788 13,93  ma. na
charges small farmers a rate 1988/99 13,936 - fNode
well below those paid by 1989/%0 13,96 na. o na.
large  farmers and other 199091 17,22 na.
users of credit, as ghown

int the table. n.a. = not available.

Fars price: sainly froa CNP; 1979/80
fron Ahaed el al,

h. Traded Inputs 1990/91 according to dates when fixed
A A and length in place.
See Appendix A, Wholesale prices are those at which

CNP sell to industrial users.

i. Income Tax T T SRR
Producers are not exempt from paying income taxes.

J. Public Expenditures

Table M.11 shows public expenditure on research and
evtenaion for 1985-91.



Table M.9, Domectic prices and aarketing margins
for white saize, 1979/80-1990/91

e d

Nhisale Fara price Nargin Actual

in §.J.  in 8.4, used Hargin
" Year C/t C/t C/t C/t ‘
1979/80 2,235 1,982 297 m '
1980/81 2,707 2,683 403 3
1981/82 7,043 6,320 948 123 (
1982/63 10,418 11,768 1,768 -1,170
19e3/84 10,957 11,390 1,738 =433 i
1984/85 11,488 11,793 1,769 -3038
1985/86 12,400 13,627 2,044 -1,221
1986/87 14,433 14,133 2,120 500
1987/88 14,433 13,669 2,050 964

1988/99 16,502 14,219 2,142 2,223
1989/90 20,073 17,701 2,655 2,3
1990/91 23,468 21,048 3,157 2,A%

Fere prices are eostly fros CKP; 1979/80 are
fron Aheed et al. and 1990/9% prices are according
to dates fixed and length in place.
Wholesale price is the price CNP sell to tertilla
plants and other users; but those for 1987/8€,
1988/89, 1339/%0 are froe Stewart, Central Region.
The eargin was sel at the average of IST of the fara
price that prevailed during the years of positive margins,

N —




Table M.1C. Cradit to maize producers, 1985-91

Total Interest Commer.

credit rate b/ rate c/

Year (000 Col) (%) ¢3)
1985 48,519 12.0 30.0

s/ 1986 27,908 15.0 28.0
a/ 1987 27,908 15.0 29.0
1988 32,8677 15.0 31.5
1989 9,473 15.0 31.0
1890 26,648 15.0 36.89
1991 22,223 15.0 39.8

Subsidy

Differ-

ence Equiv. d/

(Col)
18.0 8,733,420
13.0 3,628,063
14.0 3,907,145
16.5 5,391,705
16.0 1,515,712
21.9 5,836,000
24.8 5,500,267

a8/ 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 srall producer case).

c/ We vused the rate quoted by the BNCR for "other activities"”.

d/ We assumed that loans were for twelve months.

Source: National and Central Banks.

Table M.11, Public expenditures on maize
production, 1985-91

Research
only
Year (Colons}
al 1989 2,462,400
a/ 1986 2,462,600
1987 2,462,600
1988 2,620,950
1989 3,067,950
1990 2,940,800
1991 3,902,000

&/ Expenditure on research in 1989 and 1986
assuaed 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 Paras§ata1

The principal buyer and seller of mazize (marketing agent)
has been CNP. Table H.12 shows that CNP bought between 26 and 75%
of total production during 1980-91; and, given the high 1level 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.

n. Transport

A greater proportion of the rarketable 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
conpanies that makes corn meal immediately after harvest. Storage
costs are borne by the CNP or these companies. In the past, when
impcrted, 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, tlie 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 intoc poultry and pork production; they incur %¢he 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.

11



0. Price Controls
Tabie M.12, CNP's participation in the
The price of maize have white maize mariet, 1980-91
always been controlled and
fixed by the CNP and the
Ministry of  Economy. Ae | ...
shown in Table M.7, at times Dosestic Pur- Purchas/
the wholesale price was Year Prod.  chases Prod.
fixed below the guaranteed t t 1)
farmer price, with the | e, -
express purpose of 1560/81 88,007 30,016 .1
subsidizing both producers 1981/62 82.867 22,304 26.9
and ccnsumers. 1582/83 87,682 34,938 39.8
1963/84 105,317 57,118 54.2
1964/85 10z, B&S 40,071 8.4
P. Marketing Margins and 1985/86 126,587 94,838 4.9
Costs 1966/87 119,333 78,083 85.4
1987/88 §7,011 61,634 $3.95 I
Table M.8 showed that } yegggs  g500 %38 921
the <fixed marketing margin 1685/50 N i na.
between the farm and 1990/51 n.a. . n.a.
wholesale levels was e ececa———
negative for some crop
years. Source: CNP
PRODUCER
INDUSTRIAL
CNP PRODUCERS
RETAILERS AND OTHER
MERCHANTS INDUSTRIAL
USERS
CONSUMERS

Figure 1. Marketing channel for white maize

12
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B. INTERNATIONAL TRADE

g. 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 meinly grown 1in
developing countries (rouughly S0 percent, and accouncs for almost
one third of total maize output) for human consumption while
vellow maize is grown throughout the world 1largely, but not
exclusively, for anima) feed. The largest producers are China,
Hexico and the Republic of South Africa, but white maize is of
significance in total cereal production only in the two 1latter
countries. The main exporting countries are South Africa, the
United States and Zimbabwe (FAO, 1884).

r. Origin and Port of Entry

Ycllow Haize. Table M.13 shows that during 1880-88 Costa
Rica imported yellow maize from the United States only. Imported
vyellow 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 Limén, 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 Paramd, than to unload in Limén.
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 MH.14 indicate that the country is
a net importer of white maize; some was exported only in 1983/84.
Imports occurred 4in 1973/80, 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 1is not an
international white mgize 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.

13



Table .13 Costa Rica: Isports of yellow
saize, period 1/80 - 7/89

Volume CIF Price

Date Origin {tons}) ($/ton)
6189 I.5.4, 10,354 1564
7/80 U.5.A. 11,550 137
8/80 U.S.A. 12,100 175
9/80 U.5.4. 8,681 206
10/80 U.5.4, 10,342 187
12/80 U.5.4. 10,994 207
7181 U.5.A, 9,326 164
£/82 U.5.A, 5,300 195
6/82 U.5.4, 14,089 174
7/82 U.5.4, 19,636 148
8/82 U.5.4. 14,437 173
9/82 U.5.A. 11,087 168
4/83 1'.5.A, 15,856 136
$/83 U.5.A. 15,444 137
7/83 U.S.A, 1,600 150
10/83 U.5.A 11,494 174
4/84 U.5.A, 14,729 4
9/84 U.5.4. 840 162
10/84 U.S.A. 10,786 164
10/64 U.5.A, 6,997 180
6/85 U.S.4, 18,304 138
7/83 U.5.4. £,421 14
3/87 U.S.A. 10,759 n.a,
7/87 U.S.4. 6,500 123
8/87 U.5.A. 12,802 9%
8/81 U.S.4. 2,597 19
10/87 U.S.A, 7,000 8,240
11/87 U.5.A, 1,177 8,243
12/87 U.5.A, 6,393 8,415
1/88 U.5.4. 7,047 n.a.
1/88 v.5.A, 7,499 9,159
2/88 Uu.5.4, 13,001 36
l/88 1.5.4, 11,993 feds
5/88 u.S.A. 11,830 120
9/88 V.5.4, 5,499 151
£/89 U.5.A. 8,400 121
7/88 U.S.A, 20,441 154
8/86 4.5.8, 16,647 146
10/88 U.5.A, 7,350 154
10/88 U.5.A. 2,023 135
11/88 U.5.4. 16,800 138
12/88 U.S.A. 20,913 139
1/89 u.5.4. 20,793 152
3/89 U.5.4. 19,542 144
5/89% U.5.4, 20,997 142
7/89 U.5.4, 19,997 138

Source: Dept. of Economic Studies - C.H.P.
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Table M.14., Costa Rica: Imports of white maize, period
Jan.1980 - Jul.1989*

T S S S T YR e e e = - e G G = = D . - e = - G G S S e e e - .

Date Origin Volume Price

(t) ($/¢)
1/80 El Salvador 460 366
7/80 El Salvador 4,048 28
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 1%83/84).
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 1887, grain
trade has been influenced primarily by quantitative restrictions.
Until November, 1990, CNP had 8 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
gquantitative 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 Chargdes

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.
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IV. METHODOLOGY

Nominal Protection

International Price. For yellow maize, we used the price of US
N23. When unavailable, US Yellow NQ2 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 1in Kansas
City as the appropriate reference price for estimating white
maize border prices in Costa Rica. In order to obtain & price
equivaelent to white maize at US.Gulf Fcits, 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 1879/80, 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 80X 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). 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 1loss per shipment,
we used 0.5% of the CIF cost in each year. Administrative. This
cost is estimated at US3$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 1987-81, 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.), end for the rest of
the period, we used a 1l2-month average (See Appendix table).

Storage Costs. Actual storage costg are reported for 1983/90 and
1850/91. 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
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Table N.15. Monthly international yellow maize
prices, yellow, US No.3 at 6ulf Port
(Jan.B0 - Dec.91; $/Ta)

¥onth 1980 1983 1986 1989
Jan 105 108 107 118
Feb 114 17 104 117
Nar 110 125 101 118
Apr 108 133 101 115
Nay 110 134 105 17
Jun 113 135 105 113
Jul 130 140 83 107
Aug 143 152 75 101
Sep 141 147 b6 103
Oct 140 148 45 104
Nov 147 147 &9 138
Dec 145 143 70 108
fonth 1981 1984 1987 1990
Jan 152 142 48 106
Feb 143 137 67 106
Mar 142 144 72 110
Apr 144 148 74 119
Kay 141 146 81 121
Jun 136 147 80 122
Ju) 138 142 14 126
Aug 127 138 n 110
Sep 116 130 73 102
Oct 111 121 19 102
Nov 110 117 82 103
Dec 105 114 83 104
Manth 1982 1985 1988 1991
Jan 113 119 8b 108
Feb 112 119 87 107
har 114 120 90 110
Apr 116 120 90 111
Nay 11¢ 17 90 107
Jun 115 116 120 104
Jul 111 115 127 108
fug 101 105 ue 11
Sep 97 102 121 110
Cet 91 97 121 109
Nov 103 106 113 109
Dec 108 108 117 ERR

Sources: IMF, IFS Tapes, Prices for 11 & 12
1990 & 9: are fros USDA Weekly 6uide to Prices,
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Table 16. Monthly international white saize,
prices, US No.2, Kansas adjusted to
6ulf Ports (Jan.BO - Dec.91; $/Te)

Month 1980 1983 1986 1989
dan 127 121 9% 153
feb 152 122 % 152
Mar 170 122 % 152
fApr 193 131 102 152
May 226 139 104 152
Jun 228 133 103 1352
Jul 228 149 9 145
fug y| 157 B4 120
Sep 249 171 13 120
Oct yill 195 13 114
Nov 245 211 BA 112
Dec y¥3) 183 29 L4
Month 1981 1984 1987 1990
dan 220 181 %8 118
Feb 219 183 95 118
Mar 213 19 84 118
fApr 210 191 83 116
May 203 191 83 114
Jun 159 m 83 125
Jul 153 179 84 123
fug 126 167 Bé 123
Sep 112 181 84 117
Oct 104 158 Bb 112
Nov 93 135 B4 112
Dec 101 154 88 114
Month 1962 1985 1983 1991
Jan 102 146 B8 116
fFeb 102 134 90 114
Mar 102 14 90 114
fipr 105 12 %0 116
May 105 121 90 122
Jun 105 116 110 123
dul 105 114 14} 123
Aug 9 105 154 116
Sep 94 97 154 110
Oct % 94 154 110
Nov 101 9% 154 110
Dec 1 9% 154 110
Sources: IMF, IFS Tapes.
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In the case of white maize storage costs were not included
in the celculations, since the user of white maize faces the
possibility of buying domestic maize and atoring it for
continuous use (tortillaz, 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 ¥.17. Local charges applicable to saize imports, 1960-91

Year Fort Brokerage Finan- Grain  Adminis- Sub Transport

Charges fee ting loss  trative total  to S.d. Total
(¢/t)

1/ 2/ 3/ 4/ 3 o/ (8)
1530 29,36 0.99 149,47 3.74 4,93 180.67 3.63 282.32
1581 74,63 z.49 465,45 11.64 12.44 586,90 128.20 695,09
1982 118,49 3.95 647,24 16.16 19.74 805,56 43,4 1,049,05
1983 124.25 4,14 445,16 11.13 20.71 603.39 522.99 928,42
1584 136.41 £.55 491,54 12.29 22,74 647,32 361,70 1,029.21
1985 156.24 3.21 542.02 13,59 26.04 743.05 816,22 1,159.27
1686  172.35 5.7 525,68 13.15 8.12 745.83 465,35 1,211,186
1567 194,87 6.50 472,89 11,82 32.48 718.57 544,00 1,262.57
1986  233.88 7.80 927.72 23.19 38.98  1,231.57 652,00 1,883.57
1587 249.19 8.31 1,543.33 I8.58 41,53 1,E80.94 $52,00  2,532.94
1950 286,33 5.94  1,760.90 44,02 47,72 7,148.%2 870.00 3,016.52

1991 476.71 13.05  1,004.74 25,12 65.24  1,564.36 943.41  2,327.78

1/ Includec all services fros INCOP at port: G541 of these are in dollars per ton.
This cost (USE2/t) was used for 1980-50.

2/ Custor agency’'s fer. US.$0.10/t

3¢ vased on Bi annua; rate on CIF costs for three sonths

4/ Eetinated at O.5% of grain or 0,51 of [IF.

]

i

» Flat US$0.50 per ton
{ Fros 1550-56 adiusted by consumer price index, using 1987 as a base. Indexes from INF.

Wholesale-Farmgate Margin. For 1979/80-1985/86 we used the
wholesale prices reported by Ahmed et. al.; and for 1886/87-
19849/90 we used the ones reported by CNP. For 19580/91 we
estimated a weighted average of the prices set during the entire
crop vear. 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 Jacke.
At times, these prices differed significantly from the official
prices fixed by the Ministry of Economy and reportec 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 wholeseale price (privetz citizens) and others a
retail price (industrial users).

Table M.18. Some wholesale white maize pric=s charged by
CNP, Aug.1986-Mar.1990

Date Prices Average period Buyer
charged price
(¢/t) (¢/t)
8/19E6 14,632 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
B/1987 11,203 13,936 Private
1/1988 13,817 13,936 DEMASA
3/1988 13,288 13,936 Private
8,/1989 16,982 13,936 Private
3/1890 16,242 13,936 Private

Domestic Farm Price. Yellow maize. In principle we used the
actual domestic price paid to farmers placed in San José. For the
reriod 1979/80-1985/86 we used the prices reported by Ahmed, et
al. These gprices 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 José 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 (6.913. Prices for 1887/88 -1589/90 were actual
rrices paid in San José for dried and cleaned grain, taken from
Stewart, 1980. 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 &nd 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 Valuex13,000 total domestic value (TDV)
TDVx(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.VX(1/1+MM)%(1/1+t)*%(1+MM) = U|V*(1/1+t)

Where BUV = Border Unit Value

Table 19 presents a summary of the costs of traded inputs,
at domestic and border prices, for 1981-1891.

Table M.15, Sumeary of the value of traded inputs at domestic and border prices, 1981-91

...........

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

Heitt WiTH ESFEGUE SEM]-KECHANIZIED MAJZE

wt #t  Noainal ) At At Noeinal

Year  dowestic border pretection dosestic border protection
1561 fé. .2, fi.d, 1,600 1,472 1.09
1362 © N, n.a. n.a. 2,738 7,334 1.12
1567 2,037 2,993 1.08 §,574 4,519 110

1564 Neas Do f.a. f.d. n.a. n.a.
1985 3,834 4,428 1,06 4.B5% 6.274 1.09
1966 3.205 w7l 1.17 5.851 5,011 1.13
1987 3,076 I.7:4 1,13 5,93b 5,066 117
1488 4,020 3,478 1.16 4,380 3,837 1.14
198% 4.156 3,941 1.18 6,035 5.228 1.1§
1950 4,335 3718 1.17 5,609 3,072 1.13
1951 n.s n.a. n.a. 9,100 8,297 1.10

n.a. = not available
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Producer 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 research and extension.
For the first category we multiplied the guantities 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 8and those
paid by small farmers times the total saount of crvedit provided
per year. Since the data was reported as cumulstive amounts lent
throughout the year, we used one year as the duration of the
lcan. In reality, the loans might have been for four months,
repeated several times throughout the year. The effect 1is the
same,

Consumer Subsidy Equivalent
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 cuse of vellow 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 iInterest, nominal protection was estimated at the
wholesale 1level (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, 1880,
consumers of vellow maize (the feed  manufeacturers) 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 }.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 M.20, Costa Rica: Moeinal Proteccion Coefficients for yellow maize

1979780 1980/81 1981/82 1992/63 1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90 1990/91

FOB price for US No.3 at Gulf Ports T 140 115 135 146 117 99 78 90 116 i 106 2
Freight rate to Port Caldera, Costa Rica 25 25 25 5 25 2 k) 25 25 25 25 25 b
CIF Port o¢ Caldera in dollars per ton 140 165 140 160 m 142 124 103 115 141 136 131 c=atd
Average market exchange rate iaport months 9 13 38 ) 4 50 54 62 16 82 92 122 d
CIF Port of Caldera in colones per ton 1,207 2,979 5,329 4,50 7,486 7,037 6,907 4,381  B,753 11,406 12,495 14,032 e=cid
Lecal charges other than transport cost 36 126 247 2719 A3 01 326 343 354 454 333 386 879 H
Transport cost to San Jose 149 254 490 602 673 742 808 898 1,106 1,185 1,456 1,784 9
border price San Jose at wholesale level 1,412 3,30 6,065 7,381 8,470 8,167 8,058 7,634 10,313 13,325 14,537 18,474 h=etfeq
Storage costs for three sonths {at $3/moth) 108 228 481 510 553 631 704 182 981 1,034 1,155 1,543 i
Estimated marketirg eargin in domestic market 297 398 8715 1,656 1,739 1,745 2,085 2,050 NFP NFP NFP NFP j
Border price in San Jose at fars level (C/t) 1,006 2,73* 4,710 5,215  §,179 5,792 5,309 4,802 11,275 14,359 15,691 20,218 ksh-j-j
Dosestic fara price in San Jose (C/t) 1,980 2,630 5,830 11,04¢ 11,590 11,630 13,630 13,468 13,93 13,93 13,936 17,202 |
NPC equivalent to {domestic fars/border fara) 1.97 0.97 1.24 2.12 1.88 2.01 2.57 2.85 1.4 0.97 0.89 0.85 I/

Yellow maize production was significant only until 1986/87, the only periods for which import sonths were used for FOB 2nd exchange rate.

Note protection is at fara level for 1979/80 - 1986/87, at wholesale level for the rest. Note that in the latter storage cost is added, not subtracted as before.
Starting in Decesber 1990 i=ports are free except for a 2.251 tariff. The wholesale price for 1991 is only a reference price for CNP.

Isporters actually pay the int'l price plus the tariff; thus the NPC is actually slightly lower than one for 199! on.



Tabie M.21. Costa Rica: Nosinal Proteccion Coefficients for white maize

1979/80 1980/81

1981/82 1982/83 1983/84 1984/85 1985/86 1985/87 1987/88 1983/89 1989/90 1990/91
Fansas City White Mo.2 adjusted to FOB Bulf 160 218 105 120 184 139 99 83 5 153 17 118
Freight rate to Port Caldera, Cost2 Rica 25 25 25 25 25 25 25 25 25 25 25 25
CIF Port of Caldera in dollars per ton 18% 43 130 145 209 164 124 110 120 178 142 143
fiverage market exchange rate import months 9 14 34 40 43 48 bL 60 1) 80 86 109
CIF Port of Caldera in colones per ton 1,93 3,472 4,393 5,848 9,018 7,894 5,732 4,584 8,500 14,216 12,217 15,548
Locai charges other than transport tost b4 123 211 265 340 333 333 359 430 3 359 ,860
Transport cost to San Jose 157 251 453 386 702 751 798 894 1,082 1,231 1,429 1,649
Border price San Jose at wholesale level 1,813 3,845 5,060 5,700 10,059 8,960 7,863 7,828 10,012 1,027 14,205 18,057
Storage costs for three menths (at $3/scth) 108 180 425 307 543 604 682 753 896 1,008 1,081 1’175
Ectinated marketing margin in domestic sarket ey 403 948 1,768 1,738 1,789 2,044 2,120 2,050 2,142 2,455 3:157
Border price in San Jose at farm level (C/t) L,ite 3,43 4,112 4932 8,321 7,211 5,819 5,708 7,982 13,885 11,550  14,9¢0
Dosestic fare price in San Jose (C/t) 1,982 2,683 4,320 11,788 11,590 11,793 13,627 14,133 13,47 14,279 17,7191 21,048
NPC equivalent to (doaestic fara/border fare) 1.31 0.78 .54 2.39 139 .64 2.34 2.48 1.72 1.03 1.53 1.4

Rorder price or 1990/91 only include the 5 months of 1990,
The other 7 asnths need to be included in the average.

In this cace storage cost is not deducted froa border price in 5an lose;

it is not included in th2 calculations.

t=a+h

e=cid

h=p+f4g

k=h-i-j

1




Table M.22, Costa Rica: Effective Proteccion Coefficients for yellow maize

—m——-—

FOR MALZE PLANTED WITH ESPEOUE

Domestic fara price in San Jose (C/t)
Value of traded inputs at domestic prices
Value added at domestic prices

Border farm price in San Jose
Value of traded inputs at border prices
Value added at border prices

EPC

1980

1,780
ERR
ERR

1,006
ERR
ERR

EFR

FOR SEMI-MECHANILED MAIZE

Domestic fara price in San Jose
Value of traded inputs at domestic prices
Value added at dosmestic prices

Rorder fars price in Sin Jose
Value of traded inputs at border prices
Value added at border prices

£rC

1980

1,980
£RR
ERR

1,006
ERR
ERR

ERR

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

1981 1982 1983 1984 1985 1985 1987 1988 1989 1990 1991
2,650 5,830 11,080 11,590 11,630 13,630 13,668 13,936 13,936 13,9% 17,202
0 0 0 ERR ERR ERR ERR ERR ERR EPR 2,837
2,650 5,830 11,080 11,590 11,630 13,530 ERR ERR ERR ERR 14,365
2,73 4,710 5,215 6,079 5,797 5,309 4,802 11,275 14,359 15,A91 20,218
0 0 6 ERR ERR ERR ERR ERR ERR ERR 2,595
2,734 4710 5,215 4,179 5,792 5,309 £RR ERK ERR ERR 17,423
0.97 1.4 212 ERR ERR ERR ERR ERR ERR ERR  0.82
1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
2,650 5,830 1i,08¢ 11,590 11,630 13,630 13,668 13,936 13,936 13,936 17,202
1,600 2,735 4,974  ERR 5,85 5,891 5,936 4,380 6,035 5,809 9,100
1,050 3,09 6,086 ERR 4,774 6,739 7,732 9,55 7,901 8,127 ERR
2,730 4,710 5,25 6,179 5,792 5,309 4,802 11,275 14,359 15,691 20,218
1,472 2,830 4,539 ERR 6,274 6,011 5,066 3,837 5,228 5,072 8,27
1,263 2,276 676 ERR  -482  -T02 264 7,438 9,130 10,619 11,921
0.83 1.35 8.97 ERR  -9.90 -9.80 -29.29 1.8 0.87  0.77 ERR

NOTE: For yellow maize only seai-mechanized

is relevant,



Table M.23, Costa Rica: Effective Proteccion Coefficients for white saize

FOR MA1ZE PLANTED WITH ESPEQUE

Year 1980 1981 1982 1983 1934 1983 1988 1987 1988 1989 1990 1991
Domestic farm price in San Jose (C/t) 1,982 2,683 6,320 11,788 11,590 11,793 13,627 14,133 13,669 14,279 17,701 21,048
Value of traded inputs at dosestic prices ERR ERR ERR 2,837 ERR 4,836 4,309 3,079 4,020 4,19 4,359 ERR
Value added at dosestic prices EFR 2,683 6,320 8,951 11,590 6,958 9,318 11,054 9,649 10,083 13,346 21,048
Border fara price in San Jose 1,36 3,03 4,112 4,952 8,32 1,211 3,819 5,708 7,982 13,885 11,550 14,900
Value of traded inputs at border prices ERR ERR ERR 2,595 ERR 4,428 3,671 2,74 3,478 3,541 3,718 ERR
Value added at border prices ERR ERR ERR 2,337 ERR 2,783 2,149 2,984 4,484 10,344 7,832 ERR
EPC ERR ERR ERR 3,83 ERR 2.50 .34 3.70 2.15 0.97 1.70 ERR
FOR SEMI-MECMANIZED MAILE

Year 1980 1581 1982 1983 1984 1985 1986 1987 1968 1989 1990 1991
Derestic fara price in San Jose 1,982 2,683 5,320 11,788 11,590 11,793 13,627 14,133 13,649 14,279 17,701 21,048
Value of traded inputs at domestic prices ERR 1,600 2,736 4,974 ERR 5,83 4,891 5,936 4,380 5,035 5,809 9,100
Value added at dosestic prices ERR 1,08 3,583 4,814 ERR 4,937 ¢&,736 8,197 9,289 8,244 11,892 11,948
Rorder fara price in San Jose 1,816 3,443 4,112 4,952 8,320 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 4,339 ERR 5,274 5,011 3,066 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 4,478 5,803
EPC ERR 0.35 2.14 17.33 ERR 5.27  -35.05  12.75 2.25 0.935 1.84 1.91




Table M.24, Maize: Froducer subsidy equivalent, 1985-91

Subsidy  Subsidy  Subsioy

fros fros vid
sarket credit research Total Fercent
palicy policy K6 subsidy  subsidy
Year Mill €) (il C) (11 C) (Wil C) (¥3]
1985 1.3 8.7 2.3 462.5 39.8
1586 988.4 3.6 2.3 994.5 57.1
1967 1,009.4 3.9 2.9  1,011.8 60.0
1988 396.6 5.4 2. 584.6 42.5
1989 3.9 1.3 3.1 38.0 3.1
1990 303.3 5.8 2.9 - 51241 35.4
1991 Jad. ! 5.3 5.9 395.3 7.1

P T T L L L LT

Expenditure on research in 1985 and 1986
assused to be equal to that of 1967.

Table M.25. White eaize: Consuser subsidy equivalent, 1985-91
fercent
Dosestic border  Subsidy  subsidy
Year Consugp  Whlsale  whlsale equiv. equiv,
tons tons C/t (Ril1 D) th
1585 83,621 11,488 8.956¢ -209.7 ~21.B
1584 122,887 12,400 7,683 <357.35 -36.6
1987 109,012 14,4833 71,826 -741.8 -46,95
1986 97,225 14,633 10,012 -449.3 -31.6
1989 54,800 16,502 16,027 -45.0 -2.9
1990 18,982 20,073 14,205 -463.3 -29.2
1931 62,235 23,468 16,676 -298.2 -20.4

Nusbers in parentheses are negative.
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I. PRODUCTION

@. Area, Production, Yields

Table C.1 shows area, yields and production of cherry coffee
and gold coffee (milled) for the period 1880/81-1890/91. 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 1m 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.1. Coffee: Area, production and yield, 1980/81-1989/90

eccmcncencn- -—-—— ———-

Year firea a/ Yield Production Yield  Produc.
therry Kiles gold
toffee  of gold coffee b/
{ha}  (DHL/ha) (000 DHL) zoffee (t)

(1) (2) {3)  per DHL
1980781 95,674 0.00 5,291 23.00 121,478
1981/62 n.a. n.a. 4,525 23,11 104,582
1982/83 Ned. n.a. 5,463 23.0¢ 125,649
1983/84 99,869 0.00 5,214 2047 17,487
1984/95 112,817 0.00 6,720 22,711 152,408
1985/8s 111,840 0.00 8 4,154 7.4 94,102
1984/87 94,950 0.00 5,449 2,32 143,913
1987/88 81,710 0.00 6,371 23,00 145,542
1988/89 n.a. n.a. 7,350 22,15 167,222
1989/9¢ 93,14¢ 0,00 6,427 22,64 145,509

a/ (1)=(3)/42).

b/ Gold coffee ic the bean that result after cosplete ailling {beneficio). This
it the fore 1o which ceffee is experted.

$ \Very peculiar.

Scurce: ICAFE.



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).

PR LR S R AR RN ORI R

c. Seasonality
Table C.2, Coffee: Production by province

The climatic diversity of
the regions in which coffee is eeemmemeeeeermmmmmeeecmmmmecesemmoeenan
prodaced leads to varicus Average Propor Lion
maturing patterns. All of the Pravince 1984/89
coffee producing areas belong
officially t.o one of three (000 DHL) (1)
ripening zones, which are defined
by the period in which the bean San Jose 1,484 24,0
ripens and 1is harvested. These Alajuela 2,367 38.3
are the Early, Medium and Late Cartago 1,044 16.9
Ripening Zones. The Early Heredia 891 1.2
Ripening Zone includes areas Buanacaste 48 1.1
situated at low altitudes with Puntarenas 499 8.1
heavy rain fall, that  are Lison 25 0.4
considered marginal for coffee.
Harvest in these areas begin as Total 8,178 100.0
early as June and peaks during | _oooeiemiecececeee-
September-October. The  Medium Source: ICAFE.
Ripening Zone includes areas that
are usually found at mediunm

altitudes with lower rainfall. oo ——CE———T———ACE]
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 1low rainfall, which are
considered best for coffee production. In these areas, harvest
begins roughly in November and rurns through April, with a peak in
January-February. Table C.4 shows that mnst of the coffee 1is
harvested during December-March (75%).

‘\"\
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Tatle (.3, Coffee: Froducticn by type '

Type A&ltitude  Average Proportion

1984-B5

taasl) (000 DwL) (%)
EHE a/ 1200-1700 2,461 35.83
BHR &/ 1100-1200 648 10.49
B o/ B00-1700 1,105 17,68
aHE d/ §00-12G0 9s7 15.6%
K64 e/ §00-1200 283 4,57
Kok / 600-960 413 4,69
L6k o/ 200-600 208 3.36
P 300-1000 g5 1,53
Total 6,179 100,00

D . T T

a/ Strictly hard tean (north, central and
south regionsi.

b/ Good hard bean {high regions).

¢/ Hard bean {(mesetas).

d/ Medium hard bean (Coto Brus, El General),

e/ High grown atlantic (high regions).

t/ Yedius grown atlartic (Cisarron, Turrialba).

g/ Low grosn atiantic flow regions).

h/ Pacitic.

Source: ICRFE.

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.l1l) and was
“delivered” to the mills by approximately 116.073 individualsl.

1 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
high enough to be taxed. This is why it is not certain how many
coffee farmers there are. The 1884 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.

VY



Table C.4, Coffee: Harvest by type ang aonth, average 19B4/85-1Y86/87 (thousands of DHL)

Eipenning
stage HMonths
and type 0 mmeeeemememeemmeeeeeccceeceeeee. --- -- -- Total
of roffee fugust Septesber October Noveaber Deceaber January February March Rpril
EARLY
Low Grown Atlantic 82 Y8 35 12 10 104 0 ¢ 0 302
Nediuw Hard Bean 0 0 0
Coto Brus 29 (1) 145 290 242 143 48 0 ¢ 967
€1 General 282 290 174 164 68 19 10 0 0 967
Nedius Grown Atlantic 78 99 83 30 " AU 8 0 0 413
MEDIUN
Hard Bean 0 3 33 11 43 298 199 1M 22 1,105
Pacific ¢ 1 2 11 24 3 1% 10 0 95
High 6rown Atlantic 0 14 20 3 42 8 ) 34 14 283
LATE
6ood Hard Hean 0 0 0 13 17 194 259 45 0 446
Strictly Hard Bean
Central (] 0 0 0 49 6 1,231 B12 123 2,44
North 0 0 485 I 389 911 812 4% 0 2,897
Seuth 0 0 0 0 49 197 984 984 246 2,441
Total 1000 DHL! 401 943 999 171 1,286 2,252 3,619 2,295 405 12,599

Percent (%) 3.2 3.5 1.9 6.2 10,2 17,9 28,7 8.2 L2 100.0

Dl L L R L LT PP R g CTs -

Scurce: Inferee Anuai de Labores 1990, ICAFE,



Table C.5 shows that there has been & clear precdominance of
small farms, with about 70% of total number below 10 hectares,
and with a trend towards a greater proportion of these.

Table £.5. Costa Rica: Distribution of coffee fares by size,
1973 and 1984,

Fare 1973 1984
size Nusber Percent Nuaber Percent

(95 ha 18,930 58,5 22,690 65.8
5 to <10 ha 4,401 13.6 4,684 3.6
10 to €20 ha 3,485 10.8 3,180 9.2
20 to <50 ha 3,385 10.35 2,51 1.3
30 to <100 ha 1,283 4.0 Bl 2.3
100 to <200 ha 521 1.6 N 0.9
200 to <500 ha 265 0.8 138 0.4
Hore than 500 ha 83 0.3 68 0.2
Total 32,333 100.0 34,464 100.0

Source: ICAFE.

e. Production Systems

There is basically only one production system.

f. Processing

Table C.6 presents the actual milling cost legally accepted
during 1880/81-1930/81.



Table C.6, Coffee milling costs accepted
. by law, 1980/81-1990/91 a/
g€. Guaranteed or Administered
Prices | _...
n

There are no guaranteed tear “::::nq mz;:tq
or administered prices. eIy ¢/t
Producer prices are determined | ........
as follows. Each mill sells 1980/81 1.7 1,770
the coffee received from 1981/82 2.80 2,800
producers 1in both the export 1982/83 31.97 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 .37 7,370
well as the cost of milling 1986/87 8.10 8,100
services, are deducted; the 1987/88 9.15 9,130
rest is divided by the total 1988/89 9.87 9'370
quantity milled in order to 1989/90 10.45 10,646
obtain a farmer price per DHL.
The farmer receives advances a/ Data reported by ICAFE,
during the coffee year and a b/ Prelisinary.
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 1interest 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 ad-valorem
production tax equivalent to 10% of the value of milled coffee
(Law Nol411 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 1988, by means of law 7133, the
tax schedule described in Table C.8 was set.

6



Tax on cherry coffee.
Law 200 of October 5,
1948 established a tax
of ¢0.10 per DHL of
cherry coffee delivered

to the mills. These
furde went to ICAFE.
This tax was removed by
Law 6988 of June 286,
1985, in favor of a 1%
export tax to finance
ICAFE.

k. Public Expenditures

The principal
rublic expenditures on
coffee is undertaken by
the Cooperative Program
MAG-ICAFE for coffee
research and extension
(Table C.9).

Table C.7, Credit to coffee producers,
fros the national banks, 1983/91.

Total Inter.,  Coaser.  Differ- Subsidy

credit  rate b/ rate ¢/ ence  Equiv.d/
Year {%ill Col) (1) (n (Kill Col)
1984/83 287 23,0 30.0 1.0 18.7
1985/86 284 20,3 28,0 7.3 21.3
1986/87 289 25,9 29.0 3.5 10.1
1987/88 a/ 378 26.0 3.9 3.3 20,8
1988/89 444 27.0 3.0 4.0 18.6
1939/90 607 3.0 369 2.9 17.6
1990/91 892 37,0 39.8 2.8 0.9

a/ Taken as the average of 1986/87 and 1988/89.
Rica for agriculture (large producer case).

d/ We assused that loans were for twelve months,

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 rer 46 Kg 5.0
If FOB rail is between $120 and $130 rer 46 Kg 7.5
If FOB rails is greater than $130 per 46 Kg 10.0

b/ We took the rate reported by the Banco Nacional de Costa

¢/ We used the rate quoted by the BNCR for *other activities®,

L R
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Table C.9, Public expenditures on coffee
production, 1985-91
A. EXPORTS eeccescmnnenae
Research
only
Year {Colons)
1. Exporters and Exports
al 1984/85 20,274,026
In Costa Rica, by law, all a/ 1985/8b 22,301,428
coffee harvested between June of a/ 1986787 24,531,571
one vyesr and April of the next, 1987/88 26,984,728
must be marketed between October 1988/89 35,748,118
first of the same year and 1989/90 32,842,448
September 30th of the next. Legal 1990/91 28,271,095
regulations determine that all ———
coffee harvested between June of a/ Fiqures for 1984/85, 1984/87
year t and April of year t+1 belong and 1967/88 were estinated as if the
to the coffee year that begins on following year represented a 101
October 1st of year t and ends on increent.
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.10,

which presents the quantities csesveEECeREEET—ET
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.

n. 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 1is borne by the exporters and is
included in the fixed "internal costs"” of $1.65 per gqq (100 1lbs).

n. Port of Embarkation and Country of Destiny

Table C.11 shows that most of the coffee is exported through
port Limén, 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).



Table C.10. Coffee: Aeount and proportion exported and consumed
coeestically, 1980-1990

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

Year Prodection of bBeginning  Exports  Exports/ Domestic Final Doe. consusp/
gold roffee  stocks Production  Consueption stocks Froduction
(t) {t) {t) () (t) (t) {1)

1980/8! 121,678 0 103,743 86.9 15,913 0

1981782 104,582 1,123 20,932 86.9 14,773 0 14.1
1982/83 125,649 0 103,740 82.4 16,350 5,359 13.2
1983/84 117,167 5,359 106,860 91.2 13,730 1,936 11.7
1984/85 152,443 1,934 125,320 82.1 16,906 12,355 11.
1985/86 94,102 12,3589 89,187 94.8 12,187 5,104 12.9
1986/87 143,913 3,104 126,405 87.8 17,343 5,269 12,1
1987/88 146,542 5,269 117,795 80.4 17,014 17,004 11.6
1588/89 167,222 17,004 129,441 77.4 18,549 36,237 1.1
1989/90 145,479 36,237 142,418 98.0 16,021 23,077 11.0
1990/91

Exporte a/

Total Agree- Nen agree-
aent aent

1980/81 105,765

1981/82 90,932 13,290 17,643
1982/83 103,740 67,5M 36,186
1982/84 104,860 12,677 34,182
1584/83 125,320 12,124 53,194
1985/84 89,187 76,719 12,467
1984787 125,405 113,894 12,514
1987/88 117,795 12,143 45,452
1985/89 120,44 86,954 42,485
1989799 142,418 132,536 10,082

19%0/91

a/ The OIC agree=ent was cuspended in Feb. 1986, reinstated in October 1987, and
suspended again in July 1989,

Source: ICAFE.



Tavie .11, Coffee: Exports by port of eabariation (%), 1961/82-1988/89

. e - - - - - -

fort of Year

Eebarkation -------ve-moeccocacanan
1981/82  1584/85  1985/86  1984/87  1988/69

P e B e e B e B B B 0 o e o o o o e o o e o O D O 0 P 0 B B 0 0 O O e 0 B o 0 O U o B P O o 0 0 0 0 0 i e 0 B O O 0 e B R

Port Limon 70.8 70.7 88.9 88.1 85.7
Port Caldera 5. 2%.3 11.1 11.§ 13.9
Paso Cancas (southern

border) 0.2 0 0 0 0.3
Fenhas blancac (northern

border 2313 0 0 0 0

International

Airport (3an José) ¢ 0 0 0 0.1
Total 100.0 100.0 100.0 100.0 100.0

........................... come

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 t{ax 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 wupon 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 requirad:

. A tax of ¢2.00 per each 46 Kg of coffee s0ld 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 & 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 (3$4.33/t), which goes to OIC.

10



Table .12, Costa Rica: Principal coffee buyers, 1981/82-1989/90 (tons)

Average
of

1981/82-

1985787

1987/88

P P B = - - -

HENBERS a/

U.5.4,
Firland
France
Italy
Netherlands
England
Gerezany b/
Sweeden
Others
Sub-total

NON-KEMEERS

Argentina
Checoslov.
Poland
Eeraany c/
Others
Sub-total

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

21,110
7,011
3,815
4,249
5,545
8,298

17,394
3,498
6,435

82,717

13,637
5,191
4,876
5,841
6,826
6,364

16,446
3,117
3,170

12,129

44
7,753
7,311
4,532

25,033
45,643

17,772

a/ Mhesberc ot the CIC agreeaent,
b/ Federal Republic cf Bersany.
t/ Deadcratic Republic of Gersany,

)

Source: ICAFE,

Average
----------------------------------- of {%)
1968/89 19E9/90 1981/82-
1989/90
14,007 29,508 19,5713 15.84
6,793 1,929 6,632 9.30
3,424 3,922 4,909 3.92
6,092 10,772 6,739 3.38
3,987 10,582 1,127 3.70
11,924 9,365 9,038 1.22
21,009 32,720 21,892 17,49
4,614 3,283 4,298 3.43
11,427 21,069 6,872 3.49
86,939 132,510 93,5714 74.78
2,621 138 985 0.79
6,827 946 5,968 4.45
9,310 207 3,175 4.4
9,800 - 3,368 2,49
17,718 8,769 2,541 5.86
42,476 10,080 31,965 25,22
129,415 142,590 125,139 100,00
11
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Table C.13. Ad-valorem export tax on FOB value; April 1981

- S P . = —— — —— — " =P S D L — S ——— S > TS A A — — A — — - — G — > S T G ——— ——— o~

FOB price Tax Rate Tax Rate

$/46 Kg (04/1881) (08/1988)
Up to 95 &«
95.1 - 115 4%+0.3%(FOB-85) 1%+0.1%(FOB-115)
1156.1 - 175 10%+0.1%(FOB-115) 10%+0.1%(FOB-115)
175.1 - 191 16%+0.125%(FOB-175) 16%+0.125%(FOB-175)
> 191 18% 18%

———— . . - ————— — ———————— " T — T — - —— {— o —— —— A > o - — — —— — — —— — —{— — ———— - ———

Source: ICAFE.

Table C.14, Coffee: Ad-valores export tax, 1579/80-1990/§1

Year FOB Ad-valorea FOB Ad-valores  Average
value export rails tax/F0B rate
tax value reported
ICAFE
pill § oill § 8ill ¢ (2) (1)
1575780 n.a, n.d, n.a. n.a 18.0
1566/61 269.4 19.6 241.1 1.3 10.4
1961/82 240.4 235.% 203.5 10.8 10.3
1982/€3 2054 i1.8 155.8 9.8 4.0
1983764 257.1 25.8 22b.6 10.0 8.2
1984/835 296.0 235 2768 1.5 10.1
1965/86 350.1 8.6 309.6 18.7 16.0
1586/87 406.4 3B.6 284.3 9.3 10.5
'1387/68 310.6 31.3 267.4 10.4 10:5
1988/89 317.4 27.1 266.2 B.3 53,0
1985/%0 261.7 0.0 240.8 0.0 1.0
1390/51 n.a, n.a. Ned, n.a, 1.0

r.d. = not available
Source: ICAFE.
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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 1law recognizes the following as legitimate export
costs:

Transport costs according to bill;

0.5% of ex-mill price for bank commissions;

US$0.30/q9qq (46 Kg) as general exporter expenses;

Commissions paid to foreign agents, a maximum of 2% of
the contract, when included in bank collections notes
or receipts.

o0 o

According to exporters. all of these costs (excluding
returns to the exporter and commissions to foreign agents) are to
be rcovered 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 CONRSUMPTION

q. Centers of Marketing and Consumption

Table C.9 showed that 11 to 14% of total production 1is
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 Café 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 s fee of ¢2.00/46 Kg
to defray all costs associated with the process, including short
time storage at the "Bolsa",.

13



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 MECHANISHM AND PRICES

Export Prices. ¥hen 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 cnsts, 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
vear, and at the end presents a report to ICAFE containing the
following information: total coffee received and milled, average
vield 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 1is 9% of total revenue, after deducting millirg
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.

14



Table C.15. Coffee: Average FOPB prices to preferential and world sarkets and
domestic prices, 1980/8!1-1990/91

L T T L Lt L LY P ISP I YRR EpEPRE S Y L 114

FOB price
Year  —em-emeee- ---- Doeestic
Average Neabers Non- price a/
seabers

$/t $/t $/t $/t
1980/81 2,548 2,688 1,94 578
1981/82 2,644 2,887 1,627 473
1982/83 2,153 2,691 1,148 567
1983/84 2,405 2,965 1,217 573
1984/85 2,382 2,941 1,575 923
1985/86 3,925 4,084 2,547 564
1986/817 3,215 b/ 3,244 2,979 332
1987/88 2,637 2,868 2,212 587
1988/89 2,452 2,729 1,885 m
1989/9¢ 1,495 1,697 1,669 724

Year FOB Exchange FOB Douestic  Dosestic/

Rails rate Rails auction FOB rails

$/Kg /s ¢/ $/Kg (1)
1980/81 2.3 18.2 4.4 10.5 25.3
1981/82 2.2 36,0 80.95 17.0 21.2
1982/83 1.5 40.0 75.6 22,1 30,0
1983/84 2.1 3.0 91.2 24.8 1.4
1984/85 2,2 48.7 107.4 25.4 23,7
1985/86 3.5 9.3 189.2 31.7 16.7
1986/87 2.3 59.0 14,6 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 7.1
1989/90 1.6 87.7 142.4 63.9 44.5

a/ At rates reported by ICAFE.
b/ Estimated by the authors froa data reported by ICAFE. ICAFE, however, also
reported an average price of $2,731,8/t.

Source: ICAFE.
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IV. HETHODOLOGY
Nominal Protecti

Milling Costs. We used the actual milling costs per ton reported
by ICAFE. These are the rosts accepted by law (Table C.6)

Export Costs. These costs are not reported separately, neither
per unit (60 Kg bags) nor as a tctal 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 total export revenue at the port to
obtain total export costs. As shown in Table C.16, this approach
failed, since for 1984/85 and 1985/868 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 gquantified the costs &sccording to the 1law that
regulates the industry. The costs were obtained as follows: we
imputed $36.36 /t for transport, O0.5% 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 exporteis
returns (see Table C.16).

Border Prices. Coffee produced in any given year 1is either
consumed domestically (11-14%) or reported to 0IC members (under
a quota system) or non-members (non-qguota 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 experted to OIC market at the prevailing
agreement prices and the rest (dowmestic consumption plus export
to non-markets, see Table C.17) was velued &t the prices
prevailing in the non-gquota 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 Protects

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 followus: ‘

16
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Table C.1¢. Coffee: Estinated export costs, 1980/61-1969/99

Export prices Export value Export taxes Export costs a/ Export

------------------- -- -- costs
Year  Exports FOB FUB FOB Rails ICAFE Ad-valc- Total Per  estisated
gort rails reas unit according to
the law b/

$/t $/t oill $ eill ¢ aill $ sill $ aill $ $/t

1980/81 105,765 2,548 2,280 269.4 241.1 2
1981/82 90,932 2,644 2,238 240.4 203.5 I
1982/83 103,740 2,153 1,B87 223.4 195.8
1983/84 106,860 2,406 2,121 257.1 226.6 1
1984/85 125,320 2,362 2,207 296.0 276.6 2
1985/86 89,187 3,925 3,471 350.1 30%.6 3.
3

3

3

2

0 19.6 6.7 63.6  143.5
¥ 25,9 9.1 1004 1487
B 21.8 4.0 9.0 127.8
9 25.8 2.8 26,2 131.8
VAR =64 =514 1367
5 8.6 21,4 -241.9 1917
5 388 15.0 1187  1350.0
i 313 8.7 13.9 146,86
2211 19.0 1466 139.2
4 0.0 -1.§  -10.3  110.7

1986/87 126,405 2,732 7,281 345.3 288.3
1987/88 117,795 2,637 2,270 310.6 267.4
1988/87 129,441 2,452 2,072 317.4 248.2
1989/90 142,418 1,695 1,688 281.7 240.7
a3/ Estisated as FOB value minus Rails value ainus ICAFE tax ainus the ad-valorea tax.
b/ Includes $26,34/t tor transport, 0,51 of FOB rails for bank comissions, $6.612/t for

general export expenses and 3,51 FOB price for coaissions to foreign agents and exporters return,

Source: L21CA.
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iable C.17. Coffee: Amount and proportion exported to
aesbers and rest, 1980/81-1989/90

Year Availapi- Exports Final Net
lity of  to aembers stocks  availa-
toftee a/ bility b/

() (t) {t) (rest)

1%80/81 121,478 Ned. ¢ n.a.
1981/62 105,705 73.290 ¢ 32,415

1962/83 125,649 67,354 3,339 52,736
1581/84 122,526 12,8677 1,936 47,913
1984/85 154,581 12,124 12,355 70,102
1965/86 106,457 16,71§ 3,104 24,6335
1984787 145,017 113,691 5,269 29,857
1987/8¢ 151,811 12,143 17,004 62,663
1988/8% 184,224 86,956 36,237 61,034
1985/90 181,716 132,536 23,077 26,103
3/ Availability 15 production plus beginning stocks.,

b/ Net availability (rest) is equivalent to availability -

exports to sembers - final stocks,

source: ICAFE,

Unit Valuex13,000 = total domestic value (TDV)
TDV*(1/1+MM) = CIF + tariff

Remove tariff by multiplying by (1/1+¢)

Add marketing coasts by multiplying by (1+MM)

Then divide by 13,000 to obtain border value per hour.

In sum, BUV = (U.VK(1/1+MM)*(1/1+t )% (14MM) = U|Vx(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, fov 1981-1991.

18



Prod Subsidy Eauivalent

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 farm
prices. In order to obtain
the credit subsidy, ve
multiplied the difference
between the 1interest rates
for commercial activities
and those paid by commercial

Table C.18. Sussary of value of traded inputs
at dosestic and border prices {C/DHL)

At At Average
Yaar doaestic border protection
1981 n.a, n.a. ned.
1982 n.a. n.a. n.a.
1983 n.a. N, Niie
1984 n.a. n.a. n.a.
198% 0., n.2, n.d.
1986 n.d, Nads Nedo
1987 1,142 993 1.1%
1988 1,016 BB 1.1%
1989 1,370 1,183 1.16
1990 1,743 1,49 1.17
1991 1,883 1,702 1.1

Note: Only traded inputs use for saintenance

farmers times the total and partial renovation of plantations.
amount of c¢redit provided
per yvear. Since the data was IssssssssrsreesrewsEEErT———O———
reported as cumulative
amounts 1lent throughout the year, we used one year as the
duration of the loan. In reality it might have been 1loan for
shorter periods repeated several times throughout the year. The
effect is the same.
C Subsidy Equiyalent

In this 1index 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 1level) and border equivalent times total yearly
consumption.

V. IRDICES

Nominal protection coefficients are presented in Table C.19.

Effective protection
producer subsidy

coefficients are
equivalent in

presented in Table C.20;

Table C.21; and the consumer

subsidy equivalent in Table C.22.
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Tabie [.15. Coffee: korner fare price and Nominal Frotection {oefficient,

Eiports under 0IC agreeaent {meabers)
Cther exports plus doaestic consuapticn
Export Frices to BIC eembers

Erport prices to world earbets

Average FOF barder

Less Export Costs

averaoe FOB Rails, oollars/ton
Excnange rates

Average FOB rails, colones/ton

1961/82-1985/4v

-------

1586/87

Less s1liing costs per ton
Net revenue to sills

e e I o o o 3 i o o O 0 e Y e S 4 - - -

Border fars price per ton of gold coffee
Nuaber of DHL of cherry per ton of golo coffee

Border price per DHL of cherry
Dosestic price oer DHL of cherry

1961/62 1582/83 19B3/B4 1964/85 1985/ 1967/83 1966/8% 13989/9u
73,280 67,534 72,677 72,124 76,715 113.851 72,143 86,95 132.536
32,815 5E,736 47,913 70,102 24,635 29,857 62,663 41,034 26,103

2,887 2,681 2,965 2,041 4,084 3,244 2,846 2,72 1,697
1,627 1,146 4,217 1,875 2,947 2,979 2,277 1,885 1,68
2,500 2,005 2,270 2,266 3,807 3,189 2,591 2,381 1,692
147 128 138 137 198 150 147 13% 1
2,35 1,867 2,132 2,131 3610 3,039 Z,444 2,242 1,381
36 40 43 49 bl 59 10 19 88
84,720 75,481 81,755 103,718 195,857 179,370 171,447 176,302 138,670
2800 3.9 5,310 5,90 7,370 8,100 9,150 9,870 10,b%6
B1,520 71,511 Bb,445 97,738 185,487 171,20 162,492 146,437 128,024
1,315 6,436 7,780 8,796 16,964 15,414 14,626 14,979 11,522
74,547 65,075 16,665 86,960 171,52 155,855 147,868 151,453 116,502
43 4 45 44 43 45 43 44 45
1,73 L4597 1)) 2,020 3,849 3,479 3,401 3,446 7,438
1,331 1,118 ' 1,635 2,977 2,102 2,563 2,664 2,548
0.N1 0.75 0.51 4,81 ¢.n 0.60 0.75 0.77 0.97

kominal Frotection Coefficient at fars level

&/ weturns ailowed iegally.
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Tavie [.20. Ccftfee: Ef‘sctive Froteciion Coefficients at fara level, 1981/82-1589/%¢

1931/62 1582/63 1963/84 1984/B5 1985/86 1384/87 1987/88 1988/B% 198%/9¢

Domestic orice cer DHL of cherry L2l 1L,10E 1,431 1,635
Value of traded inputs at domestic orices
Value added at domestic prices

order price per DH. of cherry 17233 1,497 1,768 2,020
Value of traded inputc at boroer prices

Value added at boroer prices

EPL  Effective frotection Coefficient

2,977

2,563
1,016
1,547

3,401
8835
2,516

0.62

2,664
1,370
1,254

3,446
1,183
2,262

0.57

bata on costs of production was not avallable for 1950/81-1985/86.
Export and price data for 1990/91 not yet available,



Table C.Z1. Coffee: Froducer Subsidy Eauivalent, 1964/85-163%/90

Mariet Credit Fublic Total Percent

Crop interv. policy  Expend. subsidy subsidy 3
Year Mill C Mill € Mill C nill C {1
1964/85 -2,987 18.68 0.2 -Z,348 ~23.2
1385/86 -3,497 2.9 22,30 -3.614 -28.9
1986/67 ~8.,880 10,12 74,593 -B,.B4b -49.3
1567/88 -5.33§ 20.78 26.98 -53,291 -32.4
1968/89 -5,748 18,44 35.7% -5,693 -29.1
1969/90 -578 17.40 32,684 -526 -3.2

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

t Percent of the value at dosestic prices.

Table £.2%. Coffee: Consuwer Subsidy Eouvivalent, 1984/B5-1989/90

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

Dosest Price Price  Subsidy  Percent
Crop Consusp differen differen equiv. subsidy 3
Year t - Uss/t Col/t  Mil1 L ()
1964/8¢ 16506 1,702 B.,%0z  1401.58 32
1985/86 12187 3047 170,481 2076.68 536
1886/567 17342 2,533 145,487 Z561.B6 476
1967/85 STGHE 1,803 135,619 227%.59 32
1368/6% 10549 1,582 121,188 2Z47.87 200
1989/ 16621 B4 79,448 1205.76 119

Y Fercent of the valve at domestic prices.
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I. PRODUCTION
a. Area, Production, Yields

Area, production and yields are presented in Tables S.1
and S.2.

Table S.1. Costa Rica: Sugarcane and sugar production, zafra
1979/80-1590/51

lafra S, cane VYield ¢/ Sugar Prod.n Prod.
pilled Sugar prod.n raw sugar sugar all

al b/ 969P0l/t 940r0] aquiv, d/ types ¢/

(000 t) (kg) (000 t} (000 t) (00O t)

1979780 2,199 90.5 159.0 150.7 189.9
1580/81 2,204 91.6 201.8 193.4 189.7
1981/82 2,129 91.0 193.8 183.8 181.3
1982/83 2,226 95.8 213.3 204.4 199.9
1583/84 2,618 98.0 256.6 245.9 241.3
1984/85 2,343 107.0 250.8 240.3 236.4
1985/86 2,484 103.0 256.0 245.3 240.1
1986/87 2,35 98.1 231.2 221.6 218,46
1587/88 2,480 97.0 240.6 230.5 224.9
1788/89 2,193 102.4 224.5 215.1 203.7
15689/90 2,437 100.8 285.7 239.5 230.2
1950/91 2,630 102.4 265.3 258.0 258.8

3/ lafra is total harvest during a cane year Oct.l to Sep.30.
b/ Figures are reported as total cane siiled, rot as cane production.
¢/ For 1579/80 - 1582/83 yields were estimated fros reports of sugar
production (562) and cane silled.
d/ Conversion factor is 1.04348. Coluan 4 15 divided by this factor.
&/ Intiudes white sugar, Fol. 95.5 and 59.8; raw sugar, Fal. 58.0 and
alcohoi expressed 1n white sugar eguivalent, Fol. 79,5,
as raported oy LAiLh.

Source: “x.CA

b. Productior by Regions

Table S.3 presents production of cane and sugar by
region for the period 1979,/80-1989/50.

1
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Table 5.2, Costa Ricas Structure of sugar production

Alcohol in
lafra White sugar a/ Raw sugar u.5. equiv, b/ Total cf
{000 t) 4 {000 t) 1 {000 t) 1 {000 t) 1
1679/80 m 1.6 73 38.4 0 0.0 189 100.0
1989/81 9y 1.3 73 38.5 0 0.0 190 100.0
19£1/82 140 71.2 4l 22.8 0 0.0 182 100.0
1982783 150 74.9 iy 25.1 0 0.0 200 100.0
1983784 159 65.9 82 .1 0 0.0 241 100.0
1984/8% 140 59.0 19 33.3 18 1.1 236 100.0
1985/86 143 39.4 b4 26.5 34 14.0 240 100,0
1984787 165 76.4 49 22,7 2 0.9 207 100.0
1987/88 157 69.7 49 216 20 8.7 225 100.0
19e8/89 172 82.2 31 17.8 0 0.0 210 100.0
1989/90 167 72,5 b3 21,5 0 0.0 230 100.0

3/ Includes refined sugar,

b/ Alcohol converted to white sugar equivalent,

t/ Sum of both types of sugar,

Source: LAICA.



Table 5.3, Costa Rica: Sugar production by region, 1979/80-1990/91

lafra Guanacaste and Central Atlantic Northern Total
Puntarenas Pacific (Turrialba) (San Carlos)

Cane a/  Sugar Cane a/  Sugar Cane a/  Sugar Cane a/  Sugar  Cane a/  Sugar
prod. b/ prod. b/ prod. b/ prod. b/ . prod, b/
(000 t) (000 t) (000 t) (000 t) (000 t) (000 t) (000 t) (000 t} (000 t) (000 t)

1979/80 784 62 193 " 19 39 203 19 2,199 150
1980/81 1,000 80 682 b3 355 32 $6b 12 2,203 190
1981/82 985 16 bbb o4 295 27 182 1 2,129 182
1982/83 1,033 89 656 63 346 31 186 14 2,223 200
1983/84 1,213 110 760 " 397 n 249 20 2,619 241
1964785 1,047 102 131 75 406 38 265 22 2,449 235
1985786 1,216 117 649 66 367 335 233 22 2,485 240
1986787 1,063 95 649 63 366 34 280 2 2,358 217
1987/88 1,256 1931 617 61 321 31 202 2 2,478 22

1988/89  1,0M1 102 36 EL 289 28 298 25 2,194 210
1989790 1,341 127 520 52 284 27 292 yi] 2,457 230
1990/91 1,548 154 39 53 259 yi] 213 23 2,629 25
Average 1,130 102 631 by 342 32 244 20 2,367 218

Percent 47.7 46.8 21.3 29.9 4.4 147 10.3 9.0 100.0  100.0

a/ Aaount of sugar cane processed.
b/ 0f 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 5.5 presents
production by months in the different regions.



Table S.4. Sugarcane: Harvesting months (zefra)

Region Harvest month
Atlantic (Turrialba) January - June -(August)
North (San Carlos) January - June
Central Pacific (Atenas) January - June
North Pacific (Guanacaste) January - April
South Pacifie January - May 15

Source: LAICA.

Table 8.5, Costa Rica: Monthly sugar production, zafra 1989/90 a/

Honth
-- = Total
January  February March April  From May Production
on

(t) (t) (t) (t) P (t)

Central Pacific 6,532 12,852 16,345 11,043 5,611 52,222
Guanacaste and

Funtarenas 25,337 31,751 33,617 26,563 7,803 127,060

Northern 27 3,974 6,319 4,698 8,089 23,503

Atlantic 1,05 5,150 6,£80 5,980 8,953 27.399

fotal 33,152 53,518 65,177 47,883 30,456 230,185

+ of total 14.4 3.2 8.3 20.8 13.2 100.0

a/ Sugar of #11 types,

Source: LAICA.



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

S L S G = e e - e G e G WP WD WL WY WR e e e G S - S W e T v . > W S —— e - = e S

Farm Size No. of Total area Area in each
(ha) farms planted farm ?;38 group
<1tes 2,731 2,80 5.6
5 to 10 1,280 2,575 5.4
10 to 20 1,176 3,252 6.9
20 to 50 1,192 4,353 8.2
50 to 100 542 3,228 6.8
100 to 200 220 2,754 5.8
200 to 500 155 5,513 11.6
> 500 70 22,830 48.5
Total 7,376 47,28S 89.8

Source: DGEC, Agricultural Census, 1984.

e. Production Systems and Teéhnological Levels

There is basically one technological level, the one
used to estima’.e the effective protection coefficients.

At 2



II. PRODUCTION INCENTIVES

f. Guaranteed or Administered Prices

The whole activity is regulated by a government
monopoly called Liga Agricola e Industrial de 1la Cafia
(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 o: world price.
g. Credit

Table S.7 presents the evolution of credit to this
activity and estimates of the subsidy equivalent.

Table S5.7. Credit to sugarcane growers, 1983-51

Total Interest Comsercial  [Differ- Subsidy

credit  rate b/ rate ¢/ ence Equivalent d/

Year {00y Colj (1) {x) {Colones)
19835 332,348 23.0 300 7.0 23,264,430
1986 329,462 20,9 28.0 7.5 24,711,150
1987 a/ 408,664 25.9 25.0 3.9 14,303,240
1968 487,847 26.0 31,8 5.9 26,831,563
1388 459,108 7.0 31.0 4,0 19,984,328
1990 608,033 34.0 3.9 2.9 17,432,954
1591 586,797 37.0 39.8 2.8 16,136,907

a/ Obtajned ty interpolating between figures for 1986 and 1988,

b/ Ke tock the rate reported by the Banco Nacional de Costa Rica
tor acriculture (the large producer case).

¢/ We used the rate quoted by the BNCR for ®other activities®.

d/ We assumsed that loans were for twelve sonths.

Source: [pto. Crédito Rural, Banco 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 well as funds transferred to
organizations of sugarcane producers.

Table S.8. Public expenditures ir. the sugarcane sector,
1985-91

Research  Producer

Year b exten- Organiz- Total

si0h ations

a/ b/

esvess Mill Colones ....

1985 15.9 n.a. 15.9
1986 16.1 N.a. 16.1
1587 20.1 n.a, - 20.1
1388 24,6 14.6 35.2
1969 6.2 9.7 35.§
19%0 26,2 11.5 40,7
1951 4.6 19.4 61.0

a/ Budget of DIECA, the sugarcane researth and extension
directorate,

b/ Contributions to Federacion de Cimaras and
ard Camaras de Froductores. These averager 0.196%
af dosestic value of the zatra during 19.7/88-1989/90.
We used the sase proportion for 1990/91,

0,3, = not available

Source: Cpto. Crédito fural, Banco Nacional de Costa Rica.



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"es allocation. In 1982, Costa
Rica was awarded a quota equivalent to 1.5% of total U.S.
imports; and 3in 1983, when Nicaragua“s quota was reduced,
Costa Rica was granted 32% of Nicaragua’s. Between Jan/89
and Sept/S80 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 1989/50, for example, B83% of
total exports went to this market (Table S5.10).

l. Internal Transport

Sugarcane is transported from the farms to the sugar
mills 1located in each of the regions. There is almost no
transfer of suvgarcane 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 1located in each region. The mills in
Guanacaste, which are closgest to Punta Morales, are
generally instructed to process sugar for exports. Thus
exported sugar 1is 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
Punte 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.

8



Tatle 5.9. Sugar: production, consusption and exports,
1879/80-1990/91 a/

Zatra  Produc- Domestic  Exports
tion Consuep- Exports
tion Total  Alcohol as percent
b/ of prod,
(000 t) (00O t) (000 t) {000 t) (1)
1979/80 1%0 127 80 0 42,1
1980/81 190 128 75 0 39.4
1981/82 ¢/ 182 133 4 0 24.4
1982/83 200 130 b4 0 32.2
1983/84 241 135 88 0 36,9
1984/85 236 142 4 18 19.7
1925/86 240 133 76 H 3.7
198¢/87 27 1535 74 2 35.0
1987/88 225 158 38 20 25.9
1988/89 210 158 43 0 2.6
1989/90 230 163 48 0 29.5
1990/91 259 167 98 10 37.8

a/ Ditferencec between production and totz] use are

accounted for by changes in stocks.
b/ Ir wkite sugar equivalent,
¢/ 10,000 t were isported in 1981/62,

Source: LAICA



Tabie 5.10. Costa Rica: Sugar exports by aarkets
(1562/83-1950/91)

lafra Total u.S. World U.S Fref.
exports  Frefer. aarket  as prop.
aarket of total
(t) (t) (t) (i)
1982/83 64,408 38,102 26,306 39.2
1363784 68,204 9,623 31,381 04,2
1984/85 46,498 40,470 3,828 87.3
1985/66 76,155 29,069 47,086 38.2
1966/87 76,000 13,931 60,049 21.0
1987/68 a/ 36,367 17,761 40,408 30.4
1988/6% b/ 45,302 38,449 6,833 84.9
1389/990 67,884 11,280 96,994 16.6
1950/91 88,122 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, 2afras 1557/86-1969/90

Country 1987/88  19856/89 1589/%0
{t) (t) (t)
Preferential
U.5.h. &/ I..864 23.802 47,934
World
Russia 25,903 20500
Nex1co 14,000
Trinidad
and Tobaoc 3.000
Nitaragua 3,250
Switzerland b/ 100
Total 58,367 §5,302 67,884

3/ Includes in-bond sugar for next perioc.
b/ Raw sugar exported directly by Looperativa Victoria.

Source: LAICA

10



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 19839/90 and US$ 10.6/t in 1990/91 (Table S.12).

Table 5.1Z, Fooled prices and costs of sugar exports,
1579/80-1990/91, in U.5.8/t

Freaiun &

lafra FO8  palariz, FOB Export Net
price bonus value costs price

1579/80 51,4 1.0 352.4 29.0 23,4
1580/81 bz4.8 12.8 637.4 31.6 605.8
1961782 J01.2 1.0 302,2 29.4 272.8
1382163 464.0 5.0 449.0 28.0 441.0
1887/84 J45.8 9.8 394, 30.2 324.4
1684/85 237.8 8.6 266.4 21.4 245.0
1985/86 208.0 5.4 213.4 11,0 202.4
1986/87 247.6 5.2 292.8 13.0 239.8
1987/88 01,0 B.b 308,56 14.4 299.2
1588/83 34700 7.6 3946 13.6 338.0
1983/50 378.0 10.8 J8e.B 2.0 366.5
19%0/91 282.0 8.2 290.2 10.6 279.6

Source: LulCh
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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 vyearly consumption of white
sugar on a regional basis, for the period 1984/85-1889/90;
and Tabtle S.15 presents average vyearly consumption, for
1988/89-1989/90, according to uses and users.

Table 5.13. Costa Rica: Dumestic consusption
of sugar, 1979/80-1990/91

Rhite a/  Raw b/
lafra sugar  sugar
99.5°Pol  95'Pol

(t) (t)

1979780 126,820 136,470

1980781 128,362 136,129
1981782 132,348 142,634
1982/83 125,77 139,652
1983/84 135,289 143,563
1984789 142,253 1§,0Mm
1955/86 104,280 164,943
19E8/87 134,660 166,433
1987768 157,570 149,559
1986789 157,623 169,619
1985790 164,683 177,213
159091 167,116 179,832

3/ Mostly white or white equivalent,
b/ Ottained by sultiplying white
cugar times 1,07409,

Source: LAICA.
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Tavle 5.14. Domestic consueption by warehouses and
regions, average for 1584/85-1589/%0

Narehouse Average of Fercentage
and regicn 1564/85-
1965/50

(t) (%)

CENTRAL a/ 115,174 74.3
nlajuela 11,147
Cartago 9,747
La Uruca 87,103
Victoria 12
Sar berardo 178
Naranjo 6,986

CENTRAL PACIFIC 6,432 4.1
Furitarenas 4,340
Funta Morales - 2,013
San Rason k]

NORTH PACIFIC B,234 3.3
Liberia 8,234

SOUTH PACIFIC 11,544 1.7
San Isidro 11,944

NORTHERN 3.804 2.5
Quebrase A2ul 3,804

ATLANTIC 5,426 6.1
Turrialba 4,715
Limon 4,711

Total 155,043 100.0

i/ Central includes aki locations in Central Valley.

Scurce: LRICA.
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Table S.15. Costa Rica: Domestic sugar consueption, by activity, average of
2afras 1588/89 and 1989/90, in tons

lafra
Activity e et L L -
Refined
Khite - Total
sugar Indus- Doaes- Total
trial tic

(t) (t) (t) (t) (t)
Direct consumption 113,998 151 2,275 2,426 116,385
Coffee toastars 6,000 1 0 1 6,001
Baleries 2,364 65 4 89 2,433
Confectioneries 9,219 1,194 3 1,19 10,415
Pharsaceuticals 431 33 1 233 663
Beer and )iquors 153 205 1 205 359
Sauces N 20 1 2 W
Gelatin 1,069 28 0 28 1,098
Juices, Syrups 428 346 0 366 794
Soft drinks 14,080 383 0 183 14,444
Children focd & Ice creas 3,867 639 0 639 4,506
Base for soft drinks 2,098 452 0 452 2,350
Hotels and restaurants 35 0 0 0 35
Anizal feed 1 0 0 0 1
Other 2 0 0 0 21
Total 154,245 3,737 2,284 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 1located in Alajuela, Naranjo, La
Uruca (busiest), San Carlos, San Isidro, Turrialba, Liberia,

14
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Cartago, Punta Morales (for export), Puntarenas and Limdn.
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 costz averaged 14% of the total value
of the zafra during the period.

Table S.16. Sugar: Incose, expenditures and fara price,
2afras 1987/85-1985/50 (eillions of colons)

1987/88 1588/89 198%/%0

Value of zafra 5,3932.1  6,583.5 7,314.1
White sugar 3,882.7 5,172.5 5,830.8
Raw sugar 1,246 1,331.4 1,863.1
klcohol 314.5 1.6 0.0
Forward sales 0.0 78.0 20.1

Less: Appropriatiuns and

Retentions (taxes) a/ B82.5 89.9 70.2

Less: Marketing costs 851.7 912.9 983.4

Flus: Value of eeiaza 252.% MR 395.4

Flus: Value extra-quota b/ 0.0 0.0 550.1

Total Value at Mills 4,890.8 5,91Z.2 7,408.2

Killers share {37.5%i 1.834.1  2,7217.1 2,113

Fareers chare (62.5%) 3,056.8  3,699.1 4,628.9

Tons of cane (thousands) 2,479.5  2,193.3 2,438.7

Faro price ger ton cane 1,232.8  1.684.7 1,859.6

a/ Faysents to Camara de Azucareros, Federacion de Cimaras

and Casaras de Froductores, Flan Viai, and Capital to LAICA.
These are all taxes.

Value of sugar produced over and above the quota assigned

to each sugar aill. This is produced and sold at their own risk.

b

Source: LAICA
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8. 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.

Table 5.17. Dosestic sugar prices fixed
by the aovernsent, ¢/kg. 1575/€0-1550/51

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

Year Date LRICA Consuser

Price Price

al b/

1979/80  25/0Z/8G J.44 4.00
1380/8L  01/06/81 £.2% 4.95
1581/62  05/10/81 5.84 6.80
1982/83  16/02/82 6.17 9.50
1983/84  20/08/82 14.30 16.50
1384/85  12/04/83 17.43 20,50
1965/86  15/01/85 20.08 23,50
1966/87  23/07/66 22.90 26.80
1987/88  19/01/86 26.06 30.50
1983/83  16/12/68 30.40 35.50
1986/85  07/08/8% 33.03 JB.45
198%/50  04/68/90 Jb.16 42.30

1996/91  18/01/51 44,00 3.2

3/ Sold only in 50 Kp bags.

Source: LAICA

t. Taxes

LAICA pays municipal taxes, and producers are not
exempt from income taxes. There is no sales tax on sugar.

16



C. PRICING MECHARISM ARD PRODUCER PRICES

Under the current marketing arrangement, producers
(integrated with mills and independent) deliver their
sugarcane toc 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 wvalue, 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 5.18)
is then added to obtain the total revenue to be distributed
among the mills and cane producers. By 1law, 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
nzc 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 5.18. Costa Kica: Value of selaza,
zafra of 1983/84-1990/91

Sugar Total Price
laira cane Yield  pruduc, of Total
&illed of me- of melaza  valve of
laza kg selaza aelaza
(000 t) 7t cane {t) gill
1983/84 2,418 35.8 93,632 n.a. n.a.,
1984/85 2,343 3.1 84,506 n.d. n.a.
1985/85 2,484 28.3 70,266 n.a. n.a,
1966/87 2,337 36.6 86,320 n.a. N,
1987/38 2,480 3.3 107,397 2,121 292.9
1968/89 2,153 39.6 86,848 3,986 311.4
1983/90 2,437 0.4 99,029 3,730 INn.g
19%0/91 2,629 4.3 108,383 5,354 981.3
n.a, = not available

Source: LAICA
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IV. METHODOLOGY

‘Nominal Prctection

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 wvarious markets. We estimated the total
value of the zafra by assuming that there are two
international marketas: 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

S5.19).

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,
capital outlays, labor, etc. These can be considered
whclesaling, retailing and exporting costs. Total marketing
cost :or each zafra of the period 1987/88-19889/90 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 rrnst of the
period.

Effective Protection

We took the traded inputs 1listed in the “avios" used
for 1loans to sugarcane producers, foxr operating the
plantation, and adjusted the coste for tariffs and other
taxes, in order to obtain their domestic &nd 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 prot>ction coefficients are equivalent to the
division of domestic and border value added.

18



Table 5.15. Costa Rica: Border value of the 2afra. in raw sugar eguivalent,

1§79/60-1950/91

lafra Frod,  Exports Ditfe- Avg. price  Average Value of Value of Total

raw supar U5 frefe- rence US Frefe- price export  rest at value of

equiv, rential 1/ rential world US Pref, world zafra

sarket prices  (border)

{005 t) (t) (ti s/t 3/t 000 000 § 000 §

1979/80 150.7 n.d, N, 043.6 6i2.1 f.a. n.a. n.a.
1980/81 153.4 N.d. D.i. 427.4 354.7 n.a. R n.a,
1§81/6z 183.6 n.a. n.a. 401.0 164.7 n.a. n.a. n.d.
1962/83 204.4 38,102 186,283 445.8 166.2 17,746 27,439 45,386
1983/64 245,95 96,623  18%,301 459.1 9.8 25,998 17,951 43,950
1964/85 240.3 40,670 199,475 426.3 69.9 17,419 13,862 31,301
1985/65 245.3 29,069 216,218 LEY 113.3 12,841 1,507 37,347
1986787 221.6 15,931 205,414 461.1 130.1 7,356 26,745 34,104
1957/68 230.5 17,761 212,775 467.5 204,46 8,304 43,531 51,835
1568/89 215.1 38,469 176,674 482.7 261.9 18,570 46,269 4,840
1985/9¢ 235.5 11,290 224,111 492.9 256.6 5,965 57,523 63,087
1990/91 265.35 25,384 739,014 456.9 221.0 11,398 54,468 bb,067

n.a. = not available

1/ U.S, preferentia]l and world prices reported by OAS, Department of Economic and
social atfairs. We took tne reported price for each calendar year as if for
the zafra of that year; and deducted US$20/t for freight to international markets.

Table 20, 3ummary of value of traded inputs
at domestic and border prices (C/t),

1961/1951

At At Average
Year doaestic border protection
1981 40 36 1.10
1962 88 ) 1,09
1933 14% 123 1.22
1984 ERR ERR ERR
1985 155 132 1.18
1966 148 135 1.24
1587 184 152 1.22
1988 210 181 1.18
1969 233 197 1.18
1950 224 199 1.12
1991 276 2 1.08

[
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Prod Subsidy Equival

Credit. In order to estimate the subsidy equivalent from
cheaper credit, we wused 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.

c 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
first category was estimated by multiplying the difference
ba2tween the domestic price of sugar (fixed by the
government) and the border price estimated by us times the
.otal 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 §5.22 presents the
effective protection coefficients. Table S.23 shows the
estimates of producer subsidy equivalents, and Table 5.24
the consumer subsidy equivalents.
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Table S.21. Nominal protection coefficients for sugarcane

1979780 1980/81 1981782 1932/83

1983/84 1984785 1985/86 1984/87 1987/88  1988/89 1989/90 1990/91
Value of zafra (000 ¢) n.a. n.a. n.a. 45,386 43,950 31,301 37,347 34,104 31,835 64,800 63,087 45,067 a
Exchange rate 9.6 21.5 8.6 4,1 4.8 50.8 56.3 63.2 78,3 32.1 .6 1129 b
Value of zafra (miil ¢) n.a, n.a. n.a. 1,868 1,969 1,589 2,104 2,155 3,955 5,320 5,781 7,458 c=(ath)/1000
Less: Narketing Costs (aill Colones) :::: :::: :::: 261 276 2 295 302 852 913 983 1,004 4
Plus: Value of Melaza (aill Colones) :::: :::: :::: 93 98 79 105 108 293 it 395 581 e
Tatal Value at Hills (sill Colones) :::: :::: :::: 1,700 1,792 1,46 1,915 1,981 3,396 4,719 5,193 6,995 1 = c-gee
Fareers share (62.51) :::: :::: :::: 1,062 1,120 904 1,197 1,22 2,122 2,949 3,26 4,372 ¢ = 42584
Tons of Cane (thousands) 2,199 2,204 2,129 2,22 2,618 2,343 2,484 2,357 2,480 2,193 2,437 2,629 h
Border fars price/t of cane n.a. n.a. n.a. 477 428 386 182 520 8356 1,345 1,332 1,883 i = (q/h)ilOOO
Dosestic fara price/t of cane 182 29 98 g8 840 894 9%8 1,073 1,233 1,685 1,901 2,341 j
NPC (domestic/barder) n.a. n.a. n.a. --;:;;- 1.98 2.32 2.01 2,06 1.44 1.2§ 1.43 141k = j7i

n.a2. = not available

Source: LAICA,

<



Table §.22. Effective protection coefficients for sugarcane, 1982/83-1990/91

1979/80 1980/81 1961/82 1982/83 1983/84 1984/05 1985/86 1985/87

1987/88 1988/89 1989/90 1990/9%
Dosestic fara price/t of cane 182 296 498 868 840 -A 968 1,073 1,233 1,685 1,901 2,341
Value of traded inputs at domestic prices ERR 10 88 149 ERR 155 168 184 210 233 24 278
Value added at dosestic prices 182 256 409 719 ERR 738 800 888 1,023 1,452 1,877 2,084
Rorder fara price/t of cane n.a. n.a. n.a. 77 428 384 482 520 8% 1,345 1,332 1,663
Value of traded inputs at dumestic prices ERR 36 8l 123 ERR 12 135 152 181 197 199 256
Value added at domestic prices n.a. n.a. n.a. 354 ERR 234 7 388 675 1,148 1,132 1,407
EPC  Effective Protection Coefficient f.a. nede n.a. 2.0 ERR 2.9 2.3 2.4 1.5 1.3 1.9 1.5

n.a. = not available



Table §.23. Total subsidy equivalent to sugarcane growers, 1985-91

Domestic
0.R's §/ Credit Public Total value of  Percent
Year subsidy  subsidy  expend. subsidy product PSE
equiv, equiv, equiv, 2/
(Mill Col) Mill Col HMill Col #ill Col Mill Col (1)
1985 1,243.3 2.3 15.9 1,282.5 2,188.7 98.4
1986 1,208.5 24,7 16.1 1,249.3 2,406.2 31.9
1987 1,303.0 14,3 20.1 1,337.4 2,528.7 92.9
1968 934.8 26.8 39.2 1,000,8 3,057.3 327
1989 45,7 20.0 35.9 B0L.6 3,695.7 21.7
1990 1,384.5 17.6 4.1 1,445.3 4,432.2 3.2
1994 1,713.8 16.1 1.0 1,790.9 6,153.6 29.1

_—eemene

1/ Obtained by sultiplying total cane procesced by the difference
between doeestic and border fara price.

for agritulture (the large producer case).

2/ ¥e aultiplied total cane by the doeestic price paid,

Source: LAICA, DIECA, National Bank of C.R.

Table 24, Sugar: Consumer Subsidy froe market intervention

Prod. Total Total Dosestic Doaestic
raw value value price  consuep.
sugar at at fixed raw
Year equiv, border border by sugar CSE

prices prices  govern. equiv.
{000 t} {000 8) Col/t Col/t (000 t) Mill Col

1983 204.4 45,384 9,128 16,321 130 -959
1984 245.9 43,950 8,006 17,432 135 -1,27%
1985 2403 31,30¢ b,816 20,078 142 -1,915
198¢ 245.3 3,30 8,372 21,488, 153 -1,980
1987 221.6 34,104 9,728 22,898 155 ~2,037
1988 230.5 91,835 17,156 26,060 158 -1,403
1989 215.1 64,840 24,743 31,17 158 -1,0%9
19%0 235.5 63,087 24,542 34,596 165 1,636
1991 265.3 66,087 28,113 44,000 167 2,653

23



Table 5,25, Sugar: Consumer subsidy egquivalent, 1963-1951

(o€ Subsidy

troa froa Total Fercent

sarket sales €St CSE
Year policy tax

fitll Col  Mill Col Hill Col

1983 -959.4 2144 7450 -34.8
1984 -1,275.2 235.8 -1,035.4 -44.1
1985 -1,515.0  285.6  -1,629.4 =-57.0
1986 -1,979.7  329.4  -1,650.4  -50.1
1587 -2,036.9 3542 -1,682.8  -47.5
1988 -1,403.1  410.6 - 9924 -24.2
1585 -1,089.2  499.9 -599.2  -12.0
1990 -1,656.6 585.7  -1,085.9 ~-19.1
1591 -2,653.2  955.2  -1,608.0 ~23.1
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I. PRODUCTION

a. Area, Production, Yields

Table A.1 presents area, production and yields for the
period 1880-90.

Table A.1. Banana: Area, production and yield, 1980-90

Year Area Production Yield Prod. Yield
{ha}l (000 t) (t/ha) aill (b/ha)3
boxes2

1980 25,822 887.4 34.4 48.9 1,89

1981 26,121 931.4 34.8 3.3 1,921
1982 21,401 919.0 33.9 30.7 1,889
1983 26,497 6.9 35.7 52,2 1,970
1984 24,061 937.5 39.0 1) 2,148
1985 20,539 803.6 39.1 LLI 2,157
1986 20,291 862.3 43.5 48.6 2,307

1987 20,967 2.6 4.9 32.0 2,476
1968 22,022 1,026.7 4b.4 3b.b 2,570
1989 24,723 1,224.8 9.5 67.5 2,73
1990 28,297 1,349 47.5 4.1 2,620

| Weighted average because new area coaing into production
at ditferent times during the year,

2 Boxes of 1B.14 Kg.

3 Boxes per hectare.

Source: CORBANA, Inforae Anual 1990.

b. Production by Regions

Most of the banana (about 88%) ‘is produced along the
Atlantic Coast, from Sarapiqui in the Northern mcst portion to
Sixaola, at the border with Panama; the rest is produced along
the Southern Pacific coast (Table A.2.).
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Table A,2. Banana: Production by region in 1989-90 (000 boxes)

- = - - W A Tm A S =P G S . G S - - G G W G WS A S T e e e

Region 1889 (%) 1890 (%)
Atlantic 66,840 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
Limén 8,533 12.6 8,819 11.9
Guicimo 5,854 8.7 7,025 8.5
Serapiqui 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 v.9 869 1.2
Golfito 251 0.4 287 0.4
Total 67,518 100.0 74,138 100.0 |

Source: CORBANA, Seccién 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 scrme 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 40X%) and transnationals (about 60%).

e. Production Systems and Technological Levels

There is basically one technological level in the production
of bananas. This 1is 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.



I1. PRODUCTION INCENTIVES

f. Guaranteed or Administered Prices and Other Incentives

In 1974, through 1law N95515, the government began fixing
minimum FOB at port producer prices. These are presented in Table
A.3.

ARG AL I R UL EE RS DN SR AU NI SO/
Besides secting a minimum price, Table A.3. Banana: Miniaus FOB
because of natural disasters, producer prices
plantations abandonment, fixed by the governaent
faltering infrastructure and low (US$ per box)
productivity and profitability,
the government instituted a
series of producer incentives Year Grade Grade
during the 1980s to stimulate one two
the activity, thus reversing the
negative trends. A brief
description of each follows (See 1980 .33 2,53
Table A.4.). 1981 340 2.0 |
L . ) 1982 3.40 2.40
Aresa Rehabilitation. This 1983 3.40 2.40
incentive went to producers who 1984 3.40 2.40
decided to improve their farms 1985 3.40 2,40
through investment in 1985 3.55 2,55 af
infrastructure and other 1986 3.85 2.85
rehabilitating activities. For 1987 1.90 2.90
the first 8 years of production 1988 3.94 2.94
on the rehabilitated farms (or 1989 3.97 2.97 b/
areas of farms) producers {989 .34 3.3 ¢f F
received US$0.30 per box 1990 PR 3.4
exported, over and above the 1991 .29 3.9 df
fixed FOB price, as long as the 1991 5.29 $.29 ef
vields were of at least 2.200 .
boxes/ha. a/ Fixed 12/31/85,
Efficient Producer. During || o fiy i,
1880-84 producers received & || 4 Fixed 04/03/91.
bonus if their yields were of at || ./ rives ob/o4/91.
least 2.000 boxes/ha/year. The
bonus was on each box above the Source: CORBANA
2,000/ha averages. Today
productivity is about 2.600 S S R AL A SRR U L A ST
boxes/ha/year.

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 faras or areas.
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Table A.4. Banana: Producer incentives and public expenditures,

1980-90 (000 dollars)

Year AR EP AE I F& FC PL  A.REST TOTAL

1980 36 B7 632 695 83 3,53 2,172 0 7,51
199 4 A4 1,74 B9 0 1,530 10,953 0 14,334
1982 26 8 2,108 62 0 668 11,98 0 14,820
1983 200 2 2,7% S0 22 1,%%9 9,124 0 13,613
98¢ 7 9 3,072 0 0 882 11,263 0 15,283
1985 0 0 2,805 0 0 671 7,865 0 11,3
1 0 0 1,125 0 0 0 0 0 1,125
1997 0 0 6 0 0 0 0 &4 1,170
1988 0 0 3% 0 0 0 0 1,3% 1,751
1999 0 1 30 0 0 0 3,235 3,249
199 0 105 80 0 0 0 5,423 5,51

AR = Area Rehabilitation
EP = Efficient Producer
AE = Area Expansion

1 = Infrastructere

FA = Fund Adainistration
FC = Funds to CORBANA

PC = Price Cospensation
A.REST = Area Restitution

Source: CORBANR, Inforse Anual, 1990

s3SI T RSB B P PAEYERERCE IR

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. Thies incentive subgtituted the area
rehabilitation program. Under this scheme producers received US$
0.30 per box exported from all areas undcr restitution. Almost
all farms or companies have areas that qualify for this
incentive.



€. Credit

Banana production demands high investment capital which the
producers obtain from national and international sources
(especially 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 cr=dit
from each source was unavailable to us, except for the credit
from the national banking system in 1891, That year the activi:y
reccived ¢5,318.7 million at an interest rate of 37%. The average
commercial rate was 38.8%. Thus, the subsidy equivalent was
¢148.9 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 1located in different areas or
facing different infrastructural problems. Contributions to
CORBANA. Until 1885 the gover.ment contributed to CORBANA <(the
llational Banana Corporation, "~ previuusly association, a semi-
public institution, which overseas snd directs thaz 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 b x exported. During 1986-90 no fun.s were disbursed by
the central government for infrastructure of to CORBANA.



III. MARKETING

k. Exports and Exporters

Costa Rica exports about 99% of all commercial banana
produced. Table A.5 presents the evolution of exports during the
period 1980-90.

Table A.5. Costa Rica: Banana exports, 1980-1950

Volune Voluae Value Averagel  Average

Year gill (000) will US$ F0B FOB
boxes tons b/ price price

al $/box $/Kg

1580 48.9 867.5 183.1 3.4 0.21
1981 5.3 931.4 220.4 .29 0.24
1982 50.7 919.0 171.2 3.38 0.19
1983 32.2 94L.9 175.3 3.36 0.19
1984 M. 931.5 176.2 .4 0.19
1985 4.3 803.46 149.4 .38 0.19
1984 48.6 8682.3 184.2 3.79 0.21

1987 52.0 942.5 199.0 3.83 0.21
19e8 3.6 1,026.7 219,46 3.68 0.21
1989 67.5  1,224.8 2718.2 4.12 0.23

1990 M1 1,344.9 315.8 4.2 0.23

a/ Boxes of 18.14 Kg.

b/ Based on FUE price. )

[ These are average actual prices for both tlasses and thus
are different froa those presented in Table A.3

Source: CORBANA, Inforae anual de 1990,

Although 1in recent years some banana have been exported
directly to foreign markets, the tradition is that elmost 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.



Table #.6, Costa Rica: Bar .. exports by sarketing firas, 1980/85-90 (000 boxes)

Marketing firas 1980-85 1985 1987 1985 1589 1950  Average  Percent
Cia Banan. 47,260 839 792 965 875 0 4,413 8.5
BANDECE 100,601 19,92 20,858 22,713 25,456 24,493 15,488 35.8
COBAL 3 3,50 6,369 5,840 4,701 7,095 5,550 6,101 1.2
Chiriqui 12,265 3,026 3,122 2,497 2,750 3,34 2,43 4.5
Standard 104,871 18,268 21,107 20,B3§ 24,387 76,471 15,740 36.3
BACORI 0 0 0 0 6,173 5,805 1,32 2.5
UNTBAN 0 0 0 0 T84 1,20 179 0.3
Others 2,556 133 239 1,678 12 300 465 0.5
Tatal 299,113 46,637 51,558 56,597  61,51B 74,139 54,360 100

3 Cospania Bananera del Atlantico; used to be United Fruit Co.

Source: CORBANA, Inforae 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

¢t22/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 exporte by ports of Costa Rica and
Panama, shows that most of Costa Rica’s banana (86%) is exported
through port Limén, on the atlantic coast; and Table A.8, which
rresents exports by country of destiny, shows that the major
markets are the United States (55% on average) and Germany {29%).



n. Export Table A.7. Banana: Exports according to port of eabarkation
Taxes and (000 boxes)
0O t h e r
Barriers = 0 e -

Year Lison  Golfite  Sixaola Araue-  Caldera Total

lles

Producers and ——-
multinational 1980 38,073 11,881 91 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 50,863
together are 1983 41,122 8,314 2,763 0 0 52,199
‘required to 1984 44,105 5,040 2,538 0 9 51,683
pay a number 1985 40.617 T 2,643 0 0 44,301
of taxes 1986 43,487 282 3,052 573 1,263 48,437
that, at 1987 47,100 0 312 192 944 51,958
timescs, 1988 51,276 0 2,491 969 1,855 56,597
significantly 1989 41,479 0 2,750 879 2,410 67,518
lowers the 1990 89,750 0 3,134 1,166 89 74,139
net price
received by Average 46,606 4,322 2,438 398 596 54,340
producers.
These are: Percent 85.7 8.0 4.5 0.7 1.4 £00.0
The Bunch
Tax. Is =a Source: CORBANA, Inforae 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 amounis to about US$0.0167 per box (Table A.8). The
proceeds fronm this tax goes to the different municipsal
governments in the cantons where the banana is produced.

Ad-vaiorem 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 producer price.
However, it can be argued that without the tax, producers could
be paid more. The tax varies very much; in 1890 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 US$0.08 was
earmarked for expanding port facilities); it was still US$0.50 in
November 1981. The average rate is presented in Table A.S.


http:produc.er

Table A.B. Banana exports per country of destiny (000 boxes), 1%80-90

Year U.5.A.  bBermany Italy  Belgiue Sweden Other Total

3/
1580 29,346 12,339 5,614 3,140 0 2,486 48,925
1951 28,272 15,054 4,145 2,211 57 1,604 51,343
1982 28,877 14,764 4,09 1,287 283 1,356 50,663
1983 30,732 14,483 4,251 969 73 1,33 52,199
1964 31,117 15,115 3,826 1,114 245 266 51,683
1985 27,358 14,062 1,275 1,086 492 98 44,301
1986 28,857 14,500 3,834 1,024 264 158 48,637
1987 29,533 17,545 2,628 1,300 610 342 31,958
1988 2.17 15,892 6,814 607 233 332 96,597
1989 35,158 18,311 8,340 4,722 199 728 67,518
1990 31,774 20,587 6,711 13,504 565 998 74,139
Average 29,976 15,697 4,685 2,809 Jil 882 54,360
Percent 95.1 28.9 8.6 5.2 0.6 1.6 100.0

a/ Others include lreland (721) and Czechoslovakia (&) in 1989; and
Portugal, France, England, Holland, lreland and Paland, Yugoslavia,
6reece and USSR in 1990, !

Source: CORBANA, Inforse Anual 1990

CORBANA tax. A tax of US$ 0.05 per box is paid by each producer
for the financinig of CORBANA.

Ministry of Health tax. A tax of ¢1.5 per box ia 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.

9



Table A.9. Banana: export and other taxes, US$ per box, 1980-91

Fee Contri-  Min,
Ad-  Exch to butior of
Export Bunch  val,  diff  COR- to Health  Sub-
Year tax tax tax tax  BANA  diff tax total Total
funds

1980 0.80  0.02 0.0 0.00 0.00 0,00 0.60 0,05 0.8
198f  0.95  0.02  0.04  0.00 0.00 0.00 0.00 0.06 1,0f
1982 0.95  0.02 0.03  0.17 0.00 0.00 0,00 0.22 1.17
1983  0.94  9.02 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 0,78
1986 0.27  0.02 0.04  0.00 0,05 0,00  ¢.00 0,80 037
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.f5  0.02  0.04 0,00 0.05 0.00 0.00 0.8 0.26
1990 0.30  0.02 0.04 0,00 0.05 0.03 0.02 0.16 0.4
$199¢  0.50 0,02 0.04 0,00 0,05 90.03 0.02 0.16 0.46

——

§ 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, prort 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, Limén border price.

As international [

prices, we took FOR,

USA, principal ports

for 1986-91, Table 4.10. Banana: Average border prices,

reported by UPEB FOB, port Lison, (US$ per box).

(Union of Banana 1980-51.

Exporting ‘

Countries). For

1980-85 we used First border Second border

prices for bananas

exported from Latin Doa. Exp.  FOB  FOR  Fre- Return  FOB

America, at U.8 Year fixed  tax bor-  USA  ight to  bor-

rorts, as’' reported der fira der

by IMF, Financial

Statistics, Yearbook 1960 3.74  0.80 454 4,93 2.5 0.17  4.2%

1991. These, az well 198 4,29 0.95 5.2 7.1 2,50 019  4.73

as the border prices 1562 3.38 G.95 433 692 250 047 425

are reported in 1983 336 0.94 430 7.93 250 020 5.3

Tables A.10 and 1564 3.41 G670 4.1 683 2,50 0.7 4.15

A.11. 1985 3.36  0.66 4,02 698 250 0.17 431
1986 3.79 027 4.06  6.80 2.50 0.7  4.13

The return to the 1987 363 0.22  4.05 651 250 0.1  3.85

marketing firm was 1566 3.8 0.18 4.0b B.16 2.50 0.20 5.45

arrived at the 1989  4.12  0.15 427 §.03 250  0.23  6.30

following  way. We 1950 426 6.20 455  B.BB  Z.50 0.2 4.6

subtracted the 1991 5,29 0.50  S5.49  9.44 2,30 0,24 6.70

prices fixed by the

government (FOB) and || -ceeceecucomcocoicenee.

the freight rate ¢ Estisated 25 901 of 5.29 and 107 of 4.29

(US$2.5/box) from Freight rates are based on estisates for 1990, Weer 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 2.78% of
the price. On this basis, and conslidering that the returns
estimated this way are likely to be overstated, we decided to use
2.5% of the FOB price ss the probable return.

11



Table A.11. Banana: International prices, FOR ports USA, in US$/box

Jan Feb Har fipr May Jun Jul Aug Sep Oct Hov Dec Hvg

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

1986 5,77 7,02  8.92 10,08 492 443 5.83 5.87 7.5 .83 5.8 5.30  6.80
1967 6,80 7,53 .46 5.82 1,71 6,30 1.26 5.76  5.98 441 68O 6,25 4.3
1988 7.50 8,43 8,94 B.20 9,97 10,18 7.4 5.97 9.22 .06 691 836 B.dé
1989 6.87  B.29 11,53 1196 16.74 B.62 7.6 9.4 6,34 6.8 8.5 8.0 9.03
11990 9.5 1.1 8.63 8,84 7.85 7.21 10,60 B.00 9.4 7.04 nd nd 8.88
11991 9.44 10.69 13.68 1183 945 12,13 .47 7.19 655 5.90 nd nd  9.44

{ Note: nd aeans not available; «nd averages are of only 10 months
Data for 1980-B5 was unavailable.
Source: UPEB.

Border furm 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 deducterd export costs and the different taxes paid
by farmers, and added the total incentives veceived by farmers,
in US$/box (Table A.13). For the 1latter, we divided total
incentives by total buxes exported. It should be noted that this
is not entirely correct, since all farmers did not receive these
incentives, especially during 1290-81, when incentive wer= mostly
for new areas. Nonetheless, most farms or companies seem to
participate either with new areas or in other rrograms, when
existed. Table A.14 presents the domestic farm price for 1380-
80.

12



Table A.12. Banzna: Border fara prices in Guapiles, US#/box, 1980-1991

FOB at FOE at Total Fara Fara

port port export price price

Year )1 $2 costs &1 12
1980 4,54 4,25 0.43 4.11 3.82
1981 9.24 AN 0.43 4.81 4.30
1982 4.33 4,25 0.43 3.90 3.02
1965 4,30 5.23 0.4 3.87 4,80
1984 4.11 4,15 0.4 3.68 372
1985 4,02 4.3 0.43 3.5§ 3.88
1586 4,06 413 0.43 3.83 3.70

1987 4,05 3.B3 0.43 3.62 3.42

1568 4.06 5.45 0.43 3.63 5.02
1989 .27 £.30 0.40 3.87 5.90
1990 4.56 b.1b 0.41 4.16 3.73
11991 5.69 6.70 0.43 5.26 6.27

Table A.13. Banana: Froducer incentives, in (000) dollars and $/box, 1980-1991

Ares Etfic, frea Frice Area Average
iear rehsb  producer expansion  compen. restit. Total per box
1980 346 87 715 2.172 0 3,320 0.07
1981 ri 24 1,714 10,953 0 12,715 0.25
1982 ) & 2,108 11,948 0 14,090 0.28
1983 20 2 2,820 9.124 0 11,966 0.23
1984 7 g 3,072 11,283 0 14,352 0.28
1985 0 0 2,805 7.865 0 10,671 0.24
19€6 0 0 1135 0 14 [,139 0.02
1987 0 0 706 0 ib4 1,170 0.02
1988 0 0 353 0 1,396 1,751 0.03
1989 0 0 13 0 3,235 3,246 0.03
1950 0 0 1 0 5,423 5,464 0.07

¥ 1991

Source: CORBANA, Inforae Anual 1990,
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Table 4.14. Dusestic fars price of banana 1n Guaplles, 1680-1991

(US$/box}
Net
dosest
Dosestic Export Taxesd Froducer fars
Year FOB Fort costs subtotal incentiv price
1580 3.74 0.43 0.05 0.07 3.33
1981 3.2 0.43 0.06 0.29 4.05
1562 3.38 0.43 Y 0.28 3.01
1983 1.3 0.43 0.22 6.23 2.93
1984 3.41 0.43 0.05 0.28 .
1983 3.36 0.43 0.10 0.24 3.07
1686 3.79 0.43 0.10 0.02 3.28
1987 .83 0.43 0.10 0.02 3.32
1988 J.68 0.43 0.10 0.03 3.18
1989 4.12 0.40 0.11 0.05 J.6b
1990 4,26 0.41 0.16 0.07 .

11991 5.9 0.43 ERR ERR EnR

$ Subtotal refer to all taxes paid, except export taxes, which are paid
by the sarketing fira.

Effective Protection

Data on use and cost of traded inputs was totally
unavailable. CORBANA claim not to have such information, and we
had no acceas 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 1listed 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.

Producer Subsidy Equivalent

This index wes not estimated, since the data on credit was
lacking, there ia neo 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.

14



Consumer Subsidy EKquivalent

This index cannot be calculated in this case, 8ince 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 cf 1980-90

border prices. The figures show
that the estimates are very

similar except for the latter Year NPC 1 WPC 2
years, when substantial increases

in the international price was 1980 0.81 0.87
not matched by similar increases 1961 0.54 0.94
in the minimum prices set by the 1582 0.77 0.79
government. Table A.16 presents 1983 0.76 0.61
the details of the estimation. 1584 0.87 0.86

19835 0.86 0.79
1566 0.90 0.89
1587 0,92 0.97
1988 0.93 0.67
1989 - 0.95 .62
1930 0.91 0.68

The EPC for 1980 was
estimated as follows:

EPCl1 = (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).

15
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Table A.lo. Nosinal nrotection coefficients for banana., 13ou-§1

B T L L L L T A P A PP Oy

1980 1981 1982 1983 1584 1985 1986 1987 1368 196% 1990 1991

koroer fars orice

FOF at port Liaon, case 1 4,54 5.24 4,33 4,30 4.11 4,02 4,06 4,05 4.06 4.27 4,56 5.49
FOB at port Limon, case Z 4,25 4,73 425 5.23 415 4,31 4,13 3.B5 5.45 .30 &.10 6.TC
Export coste, including transport 0.43 0,43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.4 0.43 0.43
Border fars price (1) 4,11 4,81 3.90 3.B7 3.68 3.59 3.83 3J.62 3J.b3 3.84 413 5.2
Border fars price (2) 3.82 4.30 3.B2 4.80 3.72 3.B8 3.70 3.42 5.02 5.87 5.73 6.2

Dosestic fara price
FOF port Lison fixed by governsent 3.74 4,29 3,38 3.36 3J.41 3.36 3.79 3.8 1J.88 4.12
Export costs, including transport 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.43 0.4 0.43 0.43
Less all taxec paid by farsers 0.05 0.06 0.22 0.2Z 0,05 0.10 0,10 0,10 0.10 0.11
Plus incentives received. $/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 dosestic fare price 3.33 4,05 3.01 2.93 3.21 3.07 3.8 3.32 3.3 3.63 3.75 ERR
NFC 1 6.61 0.84 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 0.1 0.86 0.79 0.8% 0.97 0.67 0.62 0.65 ERR
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I. PRODUCTION
a. Area, Production and Yields

Melon production for exports 1is a very recent non-
traditional activity in Costa Rical. It begaen in 1880 when the
paraestatal 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.
I+ was a joint program in which DAISA signed contracts with local
farmers, guaranteeing purchase of their product and providing
technical assistance anc¢ traded inputs. But in 1983 DAISA
canceled this program end the private sector continued to produce
and market melons, albeit with very low yields (3 to 4 tors per
hectare) and high post-harvest losses. During 1983-84 melon was
also grown at several lccations in the Central Paciiic region
(Paquere, Orotina), but low yields and high post-harvest losses
continued, as well as marketing problems dve to the inexperience
in selling CIF, Miami. In 1985, however, producers began selling
FOB, Costa Rican porte, and the activity geined momentum; 115
hectares were planted that year by three firms. Thies 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 emaller proportion &t
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.

Tatle E.1. Estimates of area pianted to selon, 1585-1591

Year Area

Y LT LT T

1585 113
1986 250
1§87 n.a.
1388 435
1989 1,200
1396 2,050a
1991 3,435

a Includes only areas of farss of sore than B0 hectares.
Source: CAAF, CINDE,

iThere are smseller farms growing local cultivars for the
domestic market. These cultivars are different from those grown
entirely for exports. '



b. Location

Most of the production takes place in the province of
Guanscaste; a smallier proportion is grown in areas of the Central
Pacific region: Quepos, Parrita, Paquera, Orotina.

c. Seasonulity

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 T70% of the
producers own farms of more | .....

than 80 hectares; the other 3U Planting Harvesting
% produce melons on smaller -
farms, mostly for the domestic May, June, July Aug, Sep, Oct T
market.

Nov, Dec, Jan Jan, Feb, Mar, fpr
e. Technological Levels Source: Biasonte, P. *Dlericultura ..."

In essence, all of the
melon for exports is produced
under the technology adapted from Israel, which consists of
rlanting in fumigated beds covered by plastic, and drip
irrigation through which 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. '

2There 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.
2

-
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I1. PRODUCTION INRCENTIVES

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 materiasls and
intermediates, (ii) duty exemption on imported machinery and
equipment, (iii) exemption from sales and consumption tuxes, (iv)
100X 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
30Z 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 ownz the
contract, he receives all of the subsidy; if the marketing firm
owns the contract, it can keep all of the subsidy, unless it
necgotiates 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
80s. Producers, at times, have also received credit from melon
export companies, under the obligation to sell them their
product.

In 1981 producers received ¢106.5 million credit at an
estimated interest rate of 37%, as opposed to the 39.79 percent
paid by other cr<dit 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 15X, but we considered all export melon producers to be
large farmers. Thus, the subsidy equivalernt 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.



Table E.3. Credit to selon producers, 1988-91

Total Inter. Cossercial  Differ- Subsidy

credit  rate a/  rate b/ ence Equiv.c/
Year {000 Col) (1) (1) {Colones)

’ ----- -

1988 29,170 26,0 3.3 5.9 1,604,350
1989 143,561 21.0 31,0 4.0 5,822,420
1990 151,470 340 36.9 2.9 4,392,633
1991 106,527 31.0 39.8 2.8 2,929,504

i/ Ne took the rate reported by the Banco Macional de Costa Rica
for agriculture (the large producer case),

b/ Ne used the rate quoted by the BNCR for “other activities®.

¢/ Ne assuaed that loans were for twelve months.

Source: Dpto. Crédito Rural, Banco Nacional de Costa Rica.

i. Incone 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.



W Table E.4. Subsidy equivalent of income tax exemption,

1991

Yield per hectare 20,000 kg
Total production costs per ha 577,745
Totul costs per kilo 24.69

plus packing costs 3.92

plus transport 0.02

plus port charges 0.01
Overall costs per kilo 28.63
Estimate of domestic farm price 40.54
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 272
Subsidy equivalent ¢ 125,226,000

III. MARKETING

A. Export Market

K. Exports and Export Markets

The principal melon export companies are: Del Honte,
Agrofrut and Agroexpo.

About 90 of all exports go the United States; and about 80X
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 FC3 price for the period
1985-91.


http:40.54-28.63

1. Internal Transport
Table E.5. Meion exports, 1984-51
Given that production is
concentrated in the provinces | @ oo cmmmeeceaeeeee

of Guanacaste and Puntarenas, OB
the product must be Year Quantity Price
transported long distances to 10ns US$/kg
both the local market (S8Nn 1 coomioeemeee
José) and the port of Limon 1584 553.8 0.6
for exports. Because there 1585 555.1 0.58
isn't a standard way to 1636 807.0 0.38
protect the delicate fruit 1987 1.592.0 0.25
during transportation, losses 1588 7,163.8 0.21
seem to be high. 1589 22,075.7 0.2
1850 37,503.5 0.23
1861 3B.974.5 0.35

m. Port of Embarkation and |  cccoei e
Country of Destiny For 1991 1s average price
untii June.
The principal port of
embarkation is Limén; and the Source: DBEC
principal country of destiny

is the United States, with *
about 90% of the total (Table
E.6).

Table £.5. NMelon: Countries of destiny, 19B4-1987

Year Country Quantity fverage price  Neighted fAverage
{tons) (US¢/rg) {US8/kq)
152+ L.S. 590.3 0.66
coloabla 3.9 0.2¢ 0.65
1383 U.S. 46b.2 0.57
Coloabia 4.4 0.43
bersany 2.1 0.80
Wolland 63.4 0,65 0.58
158 0.5 738.7 0.3
Ccioabia 6.9 ¢.83
6. Britain 64.5 0.51 0.37
15673 u.s. 1,563.4 0.24
Coloabia B.4 0.57
Gersany 14.3 0.34 0.2

Fercent going to the United States: %5.7

- -

¥ Oniy January through June.
Source: CENFRO's inforaation systea.



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 £.7).

Table E.7. Tax credit certificates schedule for 1891

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 1/1/80 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, 19390

0 -35 0.0

38-40 8.0

40-45 9.0

45-50 10.0

50-55 11.0

55-100 12.0

In 1991 the CATS amounted to ¢274.2 million or 17.9% of FOB.
Source: CENPRO



o. Export Costs

In 1990, export costs, which included internal transport,
brokerage services and vphytosanitary certificate, were estimated
to be ¢50.36 per box of Cantaloupe (18 kg) and ¢38.89 per box of
Honey Dew (12 kg). In 1981 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$0.0367 per kilo,
equivalent to ¢4.13 per kilo (at exchange rate of ¢112.59/1US$
average for Jan-Apr 1881).

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 1884-87.

Table E.8. Imports of melon from Nicaragua

Year Quantities Price
tons US$/kg
1984 115.8 0.55
13985 118.1 0.60
1986 84.9 0.52
1987 7.0% 0.28

% Until April only.



C. Domestic Market

p. Domestic Consumption

Most of the domestic melon is consumed in the Central
Valley, in and around San José, and is brought to a central
distribution point (CENADA), with refrigerated warehouses, about
15 Km out of San José. 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
(transporteras) 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 Dbe refrigerated, and most of it goes to
CENADA s refrigerated warehouses before being sold to wholesalers



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%
et 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 Limén, 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.10. Domestic and export (F0B, Limon) melon
prices, 1984-1991

Year Domestic Exchnge Export Domestic

¢/ke rate USs$/ke US$/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
1887 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
1981 45.4 135.5 0.35 0.37

*x Simple average of monthly wmodal prices, not weighted
average.

Source: PIMA, DGEC.

30fficials at CENADA assured us all melons are sold the same
day they arrive.

10
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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 ¢274.2 million. Thus, CATS were
equivalent to ¢7.03 per kg exported, or ¢5.27 per kg exported in
present value terms (we took 75X 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
inputs“ shown in Table E.1ll. :

V. INDICES

Table E.12 shows the procedure followed to sstimate nominal
and effective protection coefficients for 1981. 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.

*We were able to obtain payments of CATS and detailed
production c¢osts for export melon (avio) only for 19891. 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.

11



Table E.11. Melon: Dosestic and border values of traded inputs, 1991

DOMESTIC
Unit
Tradable Inputs Units Guantity Value Total
Fertilizer: 5-30-10 kg 500.0 26,0 14,000.0
fertilizer: Urea kg 9.0 L) 2.7
Fertilizer: Potassium nitrate kg 45.¢  124.5 5,602.5
Insecticide: Metamidofos It 1.6 1,361.8 2,451.3
Insecticide: Metoail kg 1.3 1,350.0 1,937.5
Insecticide: Bacillus turingiensis kg 3.3 3,580.0  11,570.0
Insecticide: Pyreaitrin 1t 0.5 4,B16.5 2,408.3
Fungicide: Benoayl 1t 1.3 3,145.8 3,932.3
Fungicide: Metalaxil 1t 3.0 2,053.3 6,159.8
Rodenticide kg 5.0 474.8 2,173.8
Fuaigant: Metil-Broaide kg 250.0  171.7  42,922.5
Plastic it 270,0 229,55  &1,967.7
Insecticide: Endolsulfan it 5.0 1,069.0 3,345.0
Insecticide: Diazinon 1t 6.0 2,117.7  12,706.2
Insecticide: Dimetoato kg 1.5 778,86 1,164.9
Fungicide: Clorotalenil kg 4.0 2,008.4 8,033.6
Fungicide: Mancozed kg 3.5 409.1 1,431.9
Fungicide: Tiabendazol 1t 1.0 5,125.0 5,125.0
Fertilizer: Calciue Nitrate kg 20.0 42,7 854.4
Insecticides Metil-Oxidimeton it 1.0 2,815.0 2,615.0
Fungicide: Captan kg 1.0 31,0 631.0
Fertilizer: Monozaonic fostate kg 12,5 99,6 745.0
Fertilizer: Menorel B kg 0.5 125,35 62.8
Agricultural oil {Stylet oil) It 9.0 1763 1,986.8
Fertilizer: Diatoaita kg 1.0 13.6 13.4
Insecticide: Triadimefon 1t 1.7 8,708.0  {4,348.2
Herbicide: Paraguat 1t 3.0 655.1 1,565.2
Herbicige: Flifosate It 2.5 1,09 3,444.8
Seed ) 1.4 36,000.0  50,400.0
Machinery: loosen subsoil hr 0.4 2,000.,0 800.0
Hachinery: plow hr 2.5 1,500.0 3,750.0
Machinery: light disk hr 6,0 2,%0,0  15,000.0
Machinery: fungicide & insecticide hr 78.0  500.0  39,000.0
Nachinery. Apply fertilizer hr 7.0 780.0 3,460.0
Machinery: Cultivate hr 3.0 2,100.0 4,305.0
Hactinery: Apply herbicide hr 3.0 1,040.0 3,120.0
Hachinery: Level hr 1.0 3,000.0 3,000.0
Machinery: Rotator hr 3.0 2,000.0 6,000.0
Machinery: Foliar fumigation hr 0.9 1,300.0 1,170,0
Kachinery: Bedding hr 1.5 3,100.0 4,650.0
Nachinery: Put plastic hr 0.2 1,600.0 320.0
Machinery: Cut guides hr 2.8 1,080.0 2,912.0
Nachinerys Harvest hr 16.0  900.0  14,400.0
TOTAL 312,213.6
fost of traded inputs per kg of aselon 18.4

1/ For cantaloupe produced in Guanacaste with yields of 20 tons/ha.
Based on avio (credit breakdodwn) for assistance.



Taoie £.11... continuation

EORDER
unat
Tradable Inputs units Guantity  Value Total
Fertiiizer: §-Ji-lu ko 300.u 26.9 13,4815
Fertitizer: Urea kg §.0 32.2 289.3
Fertilizer: Fotassiuk nitrate ig 5.0 1187 5,387.0
insecticacer Metamidofos It 1.8 1.205.1 2,189.3
Insecticide: Metosi] ko 1.3 1,317 1,714.6
Insecticioe: bacilivs turingiensis ko 3.3 3,150.4  10,236.%
Insecticide: Fyreaitrin 1t 0.5 &,262.4 2,131.2
Fungicide: Benoayl It 1.3 2,783.9 3,479.9
Fungicide: hetalaxil 1t 3.0 1,817.1 5,451.2
Roderticide ko 5.0 420.1 2,100.7
Fueigant: Hetil-Rromde kg 250,0  151.9  37,984.5
Flastic 1t 270.0  184.6  50,380.2
Insecticide: Endolsulfan It 5.0 94,0 4,730.1
Insecticide: Diazinon It 6.0 1,B74.1 11,2544
Insecticide: Diaetnato kg 1.5  887.3 1,030.9
Fungicade: Clorotalonil ke 4.0 1,117.3 7,109.4
Fungicide: Mancozep kg 3.3 3.1 1,261.2
Fungicide: Tiabendazol 1t 1.0 4,535.4 4,535.4
Fertilizer: Calciua Nitrate ko 20,0 41.1 B21.5
Incecticide: Met1i-Gridimeton It 1.0 2,491.2 2,491.2
Fungicide: Captan kg 1.0 558.4 558.4
Fertilizer: Moncasonic fosfate kg 12,5 571.3 716.3
Fertilizer: Mznorel B kg 0.5 120.7 60.3
horicultural o1l (Stylet ail) 1t 9.0  156.0 1,404.2
Fertilizer: Diatomita kg 1.0 13.2 13.1
Insecticide: Triadiseton 1t 1.7 7,706.2  12,715.2
Herbicide: Faraguat It 3.0 555.1 1,645.4
Herbicide: Elifosato It 2.5 1,187.7 2,719.3
Seed kg 1.4 36,000,0  5C,400.0
Machinery: locsen subsoil hr 3.4 1,694.9 678.0
Machinery: Diow hr 2.9 1,2M1.2 3,178.0
Machinery: light dask hr 6.0 Z,118.6  12,711.%
Kachinery: fungicide b insecticide hr 78.0  423.7  33,050.8
Bachinery: fnply fertiiazer hr 7.0 661.0 4,627.1
Machinery: Cultivate hr 3.0 1,778 5,339.0
Machinery: Apply herbicide fr 3.0 6BL.4 2.644.1
Machinery: Level hr 1.0 2,542.4 2,542.4
Macwinery: hotator hr 3.0 1,654.% 3.084.7
Wacninery: rolisr furigation hr 0.5 1,101.7 991.5
Machinery: beooing hr 1.5 7.627.1 3,940.7
Machinery: #ut plastic hr 0.2 1,355.% 271.2
Machinery: Cut quides hr 2,8 881.4 Z,467.8
Machinery: Harvest hr 16,0 762, 12,205.4
1074 328,201.5
Cost of tradec inputs per ko of aelon 16.4
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Table E.12. Estimate of NPC and EPC for melon, 18991

—— - — o — — o —— - ————— A T N T " ) S L W A - S WS = G s G — W Y S o o S Mo e ES S S A v e = e

Border
Colones/kg

FOB at ports (US$0.35) 39.40
Less export costs 4.13
FOB at farmgate 35.27

Domestic
FOB at ports 39.40
Less export costs 4.13
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
Bordex value added (35.27-16.4) 18.87
EPC = (21.94/18.87) 1.16
EPC* = (21.94/16.67) 1.32

o — A S S G- - ST G e SEe e VA e —— - - T T S G W Ve M M G S e GLD Fe I e G G ST TV Gt G GEE W G S5 LS D S GPR G D Gee S5 - S G S S e S

x 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 125,226,000
Research and extension 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 CATG.

Total PSE 402,355,504
FOB value at farm (¢35.27%38,974,500) 1,374,630,600
Percentage PSE 29

15
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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, 1854

(see attached sheet).

In December, 19835, Law No.7017 abolished the previous and
inastituted 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 hietory 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 bencfits 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 1S87), importers of egricultural inputs, including
farmers, must go through a very lengthy, cumbersome and costly
process in order to obtain the exemption. 5o, 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 them 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).



Tapie 4.1, Tariff levels for principal traded 1nputs (percent ao-valorea)

a b o
INFUTS 1530 1961 1982 1583 1534 1535 1986 1987 198E 1§85 1990 1%%i
{IITROBEN FERTIL12ER
A1l prisary {urea) 10 10 10 10 10 10 4 10 8 B 9.4 8
Agaonius nitrate &/ 10 10 10 10 10 1¢ 23 23 23 14 9.6 4
£1) others 10 10 10 10 10 10 13 13 13 § 9.6 &
FHOSFHATED FERTILIZER
&1l prisary 10 10 10 10 10 16 4 30 B B 9.6 4
Others 10 10 10 10 10 10 13 13 13 9.5 §.6 4
FOTASIC FERTILIIER
All Fricary 10 10 10 16 10 10 4 10 8 B 9.6 B
Others 10 10 10 10 19 10 13 13 1310.% %.6 4
COMFLETE FORMULA 1010 10 10 10 10 13 13 13 9 9.6 4
INSECTICIDES
Clorinated 10 §0 10 10 16 10385 23 23 16149 13
Alorin, Heptacloro 16 10 10 10 10 1030.53 18 18 18 1B I8
A1l Otherz 10 10 10 10 !0 10205 B8 B8 B §.6 13
FUNGICIDES
Uf Cantafel, etc. 10 10 10 10 10 10 18 20 18 1B 18 1B
All Others 10 10 10 10 16 10 B 6 B8 B 9.6 13
HERBICIDES
Fropanil and others 10 10 10 10 10 10 23 23 23 1B 18 IR
Glifosato, Paraguat 10 IC 10 10 10 10 18 18 18 18 1B 1B
£1] Others 10 10 10 10 10 10 B8 10 & B 9.6 13
BROKTH REGULATORS 10 16 0 10 10 10 8 10 8 B 9.6 13
NACHINERY

flows, etc. 10 10 10 10 10 16 Z3 23 A3 I W [

Other Agricultural 30 10 10 10 10 10 B 20 10 9 9.8
Plow parts 8¢ 16 10 10 10 16 23 2 3 [ W
Coraines & Harvester 10 10 1¢ 10 1 10 B 20 16 § S.6 13
Tractors & parte 10 106 10 30 10 0 B8 20 10 § 9.6 13

11 And mixtures with.

a/ The top § inputs paid a sales tax of 101, which was taken into account.
u/ Also, weighted average of two prevailing rates (2/3 and 1/3).

ti Rates are weighted average of two prevailing rates ¢2/3 and 1/3).

For 1980-83 Law ho.i738 of harch 30, 1954,

For 198¢-91, Law No.7017 of Deceaber 1985, and subsequent lxdxfxcatxons.



?Table .2, Costa Rica: Exchange rates used for most cossercial transactions

I

Vear Jan Feb Mar Apr May Jun dul fug Sep Dct Nov Dec
1980 8.60  B8.60 .40 B.60 B.60 B.60 B.40 8.60 B.60 11,37 12,09 1423
1984 13.43 13.90 1649 18.67 1677 18,06 18,92  18.90 18,90  31.09 3658 35,01
1982 35,50 37,23 37,78 384 3848 3B.20 3625 3829 40.28 4030 40.30  40.30
1983 10.50 40,50  40.50  40.50  40.50  40.56 40,50  40.50 4175 4175 42,58 A3.69
1984 3.5 A3.65  A3.85  43.65  43.66  44.00  A4,25 4425 45,00  45.85  48.00  48.00
1985 48,07 48.59  49.02  49.35  49.61 0.0 50,64 51,55 S2.17 5259 S5 53.6)
1986 §3.95 5424  54.81  55.20  S5.84 5611 56,5  54.98 57.45 57.86  58.57  96.91
1967 59.36  59.75  60.27 61,08 61.62  62.65 6299  43.58  64.84 66,07  67.31  66.84
1988 71,56 73.98  T4.23  TA.8  75.34 76,00 76,65 77.28 7195 78.66  79.26  79.B%
1989 R0.07 80.36 B0.66 B80.94 81,25 81,55 82,07 82,47 8311 B3.51 B3.9 64.48
1990 B4.49 8518 B5.91  B6.65 BB.02  B9.8b. 9143 92,35 9596 91.24  99.63 102,34
1991 106.85 110.56 114,74 118,20 120.90 123.72 “ 126,00 128.62 130.67 13275 134.35

Rates froa Jan B0 to Dec B3 are interbank and froa Jan B4 to Dec B9 free interbank rates reported by Central Bank,

These are the rates that were used for eost of the comaercial transactions.
Rates fros Jan to Dec 50 are froa INF's IFS, and are equiv. to interbank.

/ZLC “



