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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 4.7 million
GDP (PPP): $58.8 billion
5.0% growth in 2012
5-year compound annual growth 3.1%
$12,606 per capita
Unemployment: 7.5%
Inflation (CPI): 4.5%
FDI Inflow: $2.3 billion
Public Debt: 34.8% of GDP
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Costa Rica’s economic freedom score is 66.9, making its 
economy the 53rd freest in the 2014 Index. Its overall score 

remains virtually unchanged from last year, with improve-
ments in freedom from corruption, business freedom, and 
momentary freedom offset by the erosion of labor freedom, 
fiscal freedom, and trade freedom. Costa Rica is ranked 9th 
out of 29 countries in the South and Central America/Carib-
bean region, and its overall score is higher than the global and 
regional averages.

Over the 20-year history of the Index, Costa Rica has been 
consistently rated a “moderately free” economy. Improve-
ments in three of the country’s 10 economic freedoms, includ-
ing trade freedom and monetary freedom, have been offset by 
deteriorations in labor freedom, business freedom, and fiscal 
freedom, and its overall score has declined over the 20-year 
period by 1.1 points.

Costa Rica continues to lag in promoting the effective rule 
of law. The judicial system, while transparent, remains vul-
nerable to political interference, and property rights are not 
strongly protected. Lingering corruption further undermines 
the emergence of more vibrant economic activity.

BACKGROUND: Costa Rica’s history of democratic stabil-
ity has contributed to one of Latin America’s highest levels 
of foreign direct investment per capita. The portion of the 
population living in poverty, however, has remained above 
20 percent for nearly two decades, and the social safety net 
has begun to unravel due to growing fiscal constraints on 
public spending. President Laura Chinchilla has come under 
increasing criticism for corruption and her government’s lack 
of transparency. While Costa Rica remains safer than many 
of its neighbors, it is experiencing rising crime rates. It also 
has an ongoing border dispute with Nicaragua. Costa Rica has 
benefited from foreign investments in electronics and health 
care, and the Central America–Dominican Republic–United 
States Free Trade Agreement (CAFTA–DR) has opened insur-
ance and telecommunications to private investors.
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THE TEN ECONOMIC FREEDOMS

Enforcement of Costa Rica’s laws against corruption has sometimes been limited, but a series of 
high-profile cases in recent years involving directors of state-owned enterprises as well as two 
ex-presidents has resulted in some convictions. The judicial branch is independent, but there 
are often substantial delays in the judicial process. Property rights are secure, and contracts 
are generally upheld.

No minimum capital is required to start a company, but it takes almost two months to do so. 
Obtaining necessary permits takes over 100 days and costs more than the level of average 
annual income. Rigid labor regulations continue to hamper dynamic employment growth. The 
government maintains price controls but announced in June 2013 that it will eliminate price 
support for rice in 2014.

Costa Rica’s average tariff rate is 3.1 percent. Foreign investors can find the country’s legal 
and regulatory systems difficult to navigate in a timely manner. The financial sector remains 
relatively resilient and continues to expand. Despite increased market competition, however, 
state-owned financial institutions dominate the sector and influence lending.

Costa Rica’s top individual income tax rate is 25 percent, and the corporate tax rate is 30 per-
cent. Other taxes include a general sales tax and a real property tax. Total tax revenue is 21.9 
percent of GDP. Government expenditures are 18.2 percent of GDP, and public debt has been 
around 35 percent of GDP.

COSTA RICA (continued)


