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BACKGROUNDBACKGROUND
CARICOM-Costa Rica FTA signed in Kingston, Jamaica, March 9, 2004, 
by --- Prime Minister Patterson of Jamaica (on behalf of CARICOM) and 
President Pacheco of Costa Rica.

CARICOM members that are Party to the Agreement --- Antigua and 
Barbuda; Barbados; Belize; Dominica; Grenada; Guyana; Jamaica; St. Kitts 
and Nevis; St. Lucia; St. Vincent and the Grenadines; Suriname and Trinidad 
and Tobago.

Underlying Principles include --- strengthen friendship, solidarity and 
cooperation; development and expansion of world trade; improvement of 
existing trade relations and creation of opportunities for further economic 
development; creation of an expanded and more secure market for the goods 
produced in and services supplied in or from their territories; and the creation 
of new employment opportunities, improved working conditions and the 
quality of life of the peoples of both parties.



BACKGROUND…BACKGROUND…
Need for Ratification and/or Completion of Internal Market Requirements 
by Costa Rica and member states of CARICOM. 

Eight CARICOM members have so far completed Internal Market 
Requirements --- Barbados; Belize; Dominica; Grenada; Jamaica; St. Kitts 
and Nevis; St. Lucia; and St. Vincent and the Grenadines.

Costa Rica scheduled to ratify in September. Trade can commence under 
this FTA between Costa Rica and any of the CARICOM members that have 
completed the Internal Market Requirements, provisionally (Art.XVII.04).

Definitive date of entry into force --- January 1, 2005. 



The Basis for, and Gains from TradeThe Basis for, and Gains from Trade
Countries possess different natural resource endowments, including the 
major factors of production --- land, labor and capital. This results in the 
natural ownership of either absolute, comparative or competitive
advantages in producing certain products.

Specialization in production of a few products [where advantages exist] 
results in higher levels of efficiency, i.e., lower per unit costs of output, and 
larger quantities of total output. 

By engaging in Trade countries can exchange products that it can produce 
easily for those it cannot produce so easily, resulting in two types of gains ---
from Specialization and from Exchange. 

Intensive use of its specialized factor raises cost of that factor and raises 
its standard of living. 



So, Why an FTA? So, Why an FTA? 
Why not Trade without an Agreement?Why not Trade without an Agreement?

Absence of a trade agreement implies no guarantees and hence no 
stability in the flow of goods and services between countries.

Purely non-reciprocal trade agreements are being outlawed by the WTO. 
However, the WTO recognizes FTAs (Art. XXIV of GATT 1994 --- Territorial 
Application - Frontier Traffic - Customs Unions and Free-trade Areas). 

So, an FTA ensures nations that are party to it can trade along agreed terms 
(including reciprocal preferential terms) without such action being viewed as 
violation of WTO rules. 

Allows countries to enter obligations among themselves, which are in their 
best economic interests, which they might not be able to commit to on a 
larger scale. 



NonNon--Reciprocity for CARICOM LDCS Reciprocity for CARICOM LDCS 
What is it and what does it imply?What is it and what does it imply?

Non-Reciprocity means that a country can be a beneficiary of preferential 
market access in another country that is party to a free trade agreement, 
without granting similar preferential market access to any other country in 
that same free trade agreement. 

In the CARICOM-Costa Rica Free Trade Agreement, CARICOM LDCS, 
which includes St. Lucia, are not required to grant preferential treatment to 
originating goods from Costa Rica (Art. 01(4)) --- General Principles.

However, should any CARICOM LDC, including St. Lucia, grant preferential 
treatment to goods originating from any country not party to this FTA, such 
treatment shall be granted immediately to Costa Rica.

Implication, the CARICOM-Costa Rica FTA imposes no further commitments
on St. Lucia to further liberalize trade with respect to Costa Rica, beyond the 
obligations that St. Lucia already has to Costa Rica under the WTO.



NonNon--Reciprocity for CARICOM LDCS Reciprocity for CARICOM LDCS 
Is it always a good thing?Is it always a good thing?

In the short-run, yes, because St. Lucia can take advantage of the 
agreement immediately, without being required to undertake any form of 
structural transformation or adjustment. 

However, it is doubtful whether permanent non-reciprocity, as a core 
principle, is in the best interest of St. Lucia. 

Permanent non-reciprocity encourages complacency and does not cause 
its recipients to become innovative. As such, the prevailing economic 
structure with all its inefficiencies persists in perpetuity.

Advantage must be taken of short-term non-reciprocity to develop sectors 
in which the recipient of such largesse can ultimately acquire some form of  
competitive or comparative advantage and reciprocate in free trade.



Scope of Product Coverage Scope of Product Coverage 
of the CARICOMof the CARICOM--Costa Rica FTACosta Rica FTA

The CARICOM-Costa Rica FTA covers several distinct categories of 
products. The include: products produced in Free Trade Zones; products 
subjected to the Tariff Elimination Schedule; Selected Agricultural 
Products; Excluded Products; phased reduction list of products; special 
list of products for different preferential treatment; and special products.

Goods produced in Free Trade Zones are subjected to MFN tariff
treatment when imported into the Territory of another Party. Exceptions are 
the products shown in Annex 111.04.6 of the FTA, which are eligible for Tariff 
Elimination benefits provided under Annex 111.04.2, subject to applicable 
Rules of Origin.

Products subjected to the Tariff Elimination Schedule such are identified in 
Annex 111.04.2 of the FTA. Again, CARICOM LDCS not required to 
undertake tariff elimination.



Scope of Product Coverage Scope of Product Coverage 
of the CARICOMof the CARICOM--Costa Rica FTACosta Rica FTA

A Selected List of Agricultural Products --- Seasonal Products, identified 
in Tables A.1 and A.2 of Article 02-A of Annex 111.04.2 are subjected to 
MFN Applied Tariffs during the months indicated. Where no period is 
indicated, the product is subjected to Free Trade.

Excluded Products, i.e., MFN Lists of Products excluded from the Tariff 
Elimination Schedule are addressed in Article 02-B, and are identified in 
Tables B.1 and B.2 of the FTA. 

Lists of Products subjected to Phased Reduction of Duty are addressed at 
Article 02-C, and are identified in Tables C.1 and C.2 of the FTA. MFN rates 
shall be eliminated in four equal annual stages starting from the date of 
entry into force of the FTA and continuing the Phase Out on January 1, of 
each following year.



Scope of Product Coverage Scope of Product Coverage 
of the CARICOMof the CARICOM--Costa Rica FTACosta Rica FTA

Special List for Different Preferential Treatment --- Products, identified in 
Tables D.1 and D.2 of Article 02-B of Annex 111.04.2 are subjected to 
Different Preferential Treatment by each CARICOM MDC and Costa Rica. 
These include immediate free access; exclusion (Art. 02-B) and Phase Out
(Art. 02-C).

Special Treatment for products of Tariff Heading 0201 and 0202 --- shall 
not receive duty free access in CARICOM except where a CARICOM MDC 
receives permission to suspend the CET on imports of these products. 
Permission must come from COTED. Costa Rica right of First Supplier.

Special Treatment for Oils, Fats and Soaps --- Art. 03 of Annex 111.04.2 
provides for Special Treatment of products in Tables E.1 and E.2. Joint 
Council to meet 3 months after CARICOM completes its internal negotiations 
under its Oils and Fats Schedule of the Revised Treaty. Meantime MFN 
applies.



Structure and Pattern of Trade Structure and Pattern of Trade 
Between CARICOM and Costa RicaBetween CARICOM and Costa Rica

Total Trade i.e., sum of CARICOM exports and imports (X+M) approx. ECD 
137 million in 2002, representing an average growth in trade of 13 percent 
per annum, over the 1992 to 2002. Suggests potential for growth, since 
such trade has taken place in the absence of an FTA.
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Yet, most of this exchange of wealth has favored Costa Rica…



Structure and Pattern of Trade Structure and Pattern of Trade 
Between CARICOM and Costa RicaBetween CARICOM and Costa Rica

CARICOM has maintained a persistent trade deficit with Costa Rica 
throughout that period. In 1992, CARICOM’s trade deficit with Costa Rica was 
just about ECD 1.5 million, but in 2002, the deficit had increased to roughly 
ECD 97 million.
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So, growth in trade between CARICOM and Costa Rica explained by 
expansion of Costa Rican exports into the CARICOM area. 



Structure and Pattern of Trade Structure and Pattern of Trade 
Between CARICOM and Costa RicaBetween CARICOM and Costa Rica

In terms of the Composition of Trade --- some variation in quantity and type 
of products that dominate trade in any particular year. Fair degree of 
consistency in the M of CARICOM’s top 20 products from Costa Rica.

Table 1 – CARICOM’s Top 20 Imports from Costa Rica

CARICOM’s Major Imports from Costa Rica comprise: Bottles made out of 
glass for soft drinks, wines, beer, and spirits; Cartoons, boxes and cases of 
corrugated paper or paperboard; Other medicaments in measured doses; 
Other washing and cleaning preparations; Stoves and ranges; Crown corks 
of base metal; Other food preparations, not elsewhere specified or included, 
including those for infant use; Other printed books and similar printed 
matter; and Other detergents for retail sale. 



Structure and Pattern of Trade Structure and Pattern of Trade 
Between CARICOM and Costa RicaBetween CARICOM and Costa Rica

CARICOM’s exports to Costa Rica are considerably less diverse than its 
imports from Costa Rica. Additionally, both export performance and the 
composition of exports have varied considerably over the 1992-2002 period. 
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CARICOM’s export performance with Costa Rica has been erratic and with 
the exception of 2000, generally weak.



Structure and Pattern of Trade Structure and Pattern of Trade 
Between CARICOM and Costa RicaBetween CARICOM and Costa Rica

In terms of the Composition of Exports, up until the mid-90s, CARICOM’s 
exports to Costa Rica comprised primarily six product types: Prepared foods
obtained by swelling or roasting; Rum and tafia in bottles of a strength not 
exceeding 46%; Anhydrous ammonia; Urea, whether or not in aqueous 
solution; Bars and rods of non-alloy steel; and Other appliances: blenders. 

Table 2 – Composition of CARICOM’s Exports to Costa Rica

Since the mid-90s, CARICOM’s range of exports has expanded to include: 
Tanks; Split poles, piles, pickets, stakes and sticks, of wood; Propane; 
Butanes; and Other liquefied gas. Approx. 10 products classified by the 
Harmonized System (HS) account for all CARICOM’s exports to Costa Rica.



Structure and Pattern of Trade Structure and Pattern of Trade 
Between St. Lucia and Costa RicaBetween St. Lucia and Costa Rica

Within the above Pattern of Trade between CARICOM and Costa Rica, we 
situate St. Lucia’s Trade with Costa Rica. St. Lucia has not exported any 
product classified by the HS to Costa Rica over the 1992-2002 period.
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But, St. Lucia’s Imports from Costa Rica have grown from approx. $320,000
in 1992 to $2.5 million in 2002, or approx. 98% per annum on average.



Structure and Pattern of Trade Structure and Pattern of Trade 
Between St. Lucia and Costa RicaBetween St. Lucia and Costa Rica

In terms of the Composition of those Imports, since 1999 the major 
commodities imported from Costa Rica are: Other plates of other plastics; 
Bottles for soft drinks, beers, wines and spirits; Sacks and bags of other 
plastics; Flexible plates; Frost free, electrical combined refrigerator-freezers 
fitted with exterior doors; Stoves and ranges; Cough and cold preparations 
antacids; Fungicides; Other live animals; Cookers; Other plates of 
polymers and styrene; Other plates of polymers of ethylene; Other plates of 
polymers of propylene; Illuminated signs, illuminated name plates and the 
like; Tubes of polymers of propylene; Fittings; Cellular plates, strips, …of 
plastics NES; Sweetened biscuits; Other medicaments;  Mineral waters.

Tables --- St. Lucia’s Imports from Costa Rica 1999-2002



General Rules of Origin for TradeGeneral Rules of Origin for Trade
under the CARICOMunder the CARICOM--Costa Rica FTACosta Rica FTA

The Rules of Origin that govern the CARICOM-Costa Rica Agreement are 
the subject of Chapter IV of the agreement, and Art. IV.03 sets out the 
general qualifying conditions for trade under this agreement. 

Specifically, Art. IV.03(1) stipulates that “a good shall be deemed to originate 
in the territory of a Party where”:

“(a) it is wholly obtained or produced entirely in the territory of one or both 
Parties as defined in Article IV.01”; 

“(b) it is produced entirely in the territory of one or both Parties exclusively 
from originating materials under this Chapter”; OR



General Rules of Origin for TradeGeneral Rules of Origin for Trade
under the CARICOMunder the CARICOM--Costa Rica FTACosta Rica FTA

“(c) each of the non-originating materials used in the production of the 
good undergoes an applicable change in tariff classification as set out in 
Annex IV.03 as a result of production occurring entirely in the territory of one 
or both of the Parties, or the good otherwise satisfies the applicable 
requirements of that Annex where no change in tariff classification is required, 
and the good satisfies all other applicable requirements of this Chapter”. 

Article IV.03.2 stipulates that “the production of a good from non-originating 
materials that comply with a change of tariff classification and other 
requirements, according to the provisions of Annex IV.03, shall be done 
entirely in the territory of one or both Parties”.



General Rules of Origin for TradeGeneral Rules of Origin for Trade
under the CARICOMunder the CARICOM--Costa Rica FTACosta Rica FTA

Where non-originating materials are concerned (Art. IV.04), the Agreement 
Requires that the Value of such non-originating materials satisfies the 
following criteria:

(a) be the transaction value of the material determined in accordance with 
Article 1 of the Customs Valuation Agreement; 

(b) in the event that there is no transaction value or the transaction value of 
the material is unacceptable under Article 1 of the Customs Valuation 
Agreement, be determined in accordance with Articles 2 through 7 of the 
Customs Valuation Agreement; 

(c) where not covered under subparagraph (a) or (b), include freight, 
insurance, packing and all other costs incurred in transporting the material to 
the place of importation; or



General Rules of Origin for TradeGeneral Rules of Origin for Trade
under the CARICOMunder the CARICOM--Costa Rica FTACosta Rica FTA

(d) in the case of a domestic transaction, be determined in accordance with 
the principles of the Customs Valuation Agreement in the same manner as an 
international transaction, with such adjustments as may be required by the 
circumstances.

Art. IV.05 --- De Minimis --- Except as provided in paragraphs 2 and 3 a 
good shall be considered to be an originating good if the value of all non-
originating materials used in the production of the good that do not undergo 
an applicable change in tariff classification set out in Annex IV.03 does not 
exceed seven percent (7%) of the transaction value of the good adjusted 
on an F.O.B. basis, provided that the good satisfies all other applicable 
requirements of this Chapter [Rules of Origin].



Specific Rules of Origin for Trade in selectedSpecific Rules of Origin for Trade in selected
products under the CARICOMproducts under the CARICOM--Costa Rica FTACosta Rica FTA

Specific rules for … rum, agro-processed products, alcoholic and non-
alcoholic beverages, paper and paperboard products, light electronics.

More specific rules…



Customs ProceduresCustoms Procedures
under the CARICOMunder the CARICOM--Costa Rica FTACosta Rica FTA

Operationalizing the agreement requires implementation instruments. Such 
implementation instruments need to be utilized by all entities engaged in trade 
under the agreement, particularly: importers, exporters; brokers and certifying 
authorities, i.e., customs authorities, on both sides.

Role of the Certifying Authorities --- ensure that goods being imported into 
or exported from their respective territories, satisfy the various rules of origin 
criteria [both general and specific]. A key task also includes issuance of the 
Certificate of Origin for goods being traded under the agreement.

The Certificate of Origin is discussed in detail under Art. V.02 of the 
agreement. Specifically Art. V.02(1) stipulates the Certificate of Origin “shall 
serve to certify that a good being exported from the territory of a Party into the 
territory of the other Party qualifies as an originating good”. 



Customs ProceduresCustoms Procedures
under the CARICOMunder the CARICOM--Costa Rica FTACosta Rica FTA

Additionally, Art.V.02.3 stipulates that “Each Party shall require its exporters 
to make a declaration on the Certificate of Origin, indicating compliance with 
the rules of origin prescribed in Chapter IV (Rules of Origin) for the export of a 
good for which an importer may claim preferential tariff treatment”. And 
Art.V.02.4 requires that “The certifying authority of the exporting Party shall 
certify on the Certificate of Origin that the declaration made by the exporter is 
accurate”

Provisions are also made to deal with cases where exporter is not the 
producer of the product [Art.V.02.5] in question.

The Functions and Obligations of the Certifying Authorities responsible 
for Origin Certification are discussed in detail under Art. V.03. This includes  
verifying “the accuracy of the declaration presented to them by the final 
producer or the exporter” [Art.V.03.1(a)] and providing to “the other Party the 
administrative cooperation required for the control of documentary proof of the 
origin” [Art.V.03.1(b)]. 



Customs ProceduresCustoms Procedures
under the CARICOMunder the CARICOM--Costa Rica FTACosta Rica FTA

The agreement also calls for specific obligations to be observed by importers 
[Art.V.04] and exporters [Art.V.05] and identifies the conditions under which 
exceptions are allowed [Art.V.06]

Obligations for Record Keeping are clearly stipulated in Art.V.07. Basically, 
CARICOM exporters need to keep records for seven years while Costa 
Rican exporters need to keep export records for five years. 

Where an importing Party has concerns over whether or not goods meet the 
origin requirements, Art.V.08 lays down detailed Procedures for Verification 
of Origin. Such verification procedures could take the form of “requests for 
information including written questionnaires to be completed by exporters or 
producers of the territory of the other Party” [Art.V.08.1(a)] OR “verification 
visits to the premises of an exporter or producer in the territory of the other 
Party to examine the records and documents and inspect the premises used 
in the production of goods” [Art.V.08.1(b)] .



Enforcement and Dispute SettlementEnforcement and Dispute Settlement
under the CARICOMunder the CARICOM--Costa Rica FTACosta Rica FTA

How the CARICOM-Costa Rica Agreement is monitored and enforced for 
conducting trade between countries. [Sharon]



How to realize the benefits of expanding How to realize the benefits of expanding 
Trade between St. Lucia and Costa RicaTrade between St. Lucia and Costa Rica

There are two ways in which the benefits of any FTA can be realized. The 
first, which can result in an early harvest, is to switch the source of supply
for specific products away from other countries, to the country with which 
the FTA has been concluded. 

The second, is to expand production of an existing export product, or create 
new productive capacity altogether for exporting products covered under the 
agreement, to the country with which the FTA has been concluded.

Maximizing the benefits of any FTA implies seeking ways in which the 
country can reduce its trade deficit with the rest of the world. It is not unusual 
for a country’s trade deficit to increase with the country with which it has 
concluded the agreement. However, such country-country deficit can also 
imply overall trade balance improvement.



How to realize the benefits of expanding How to realize the benefits of expanding 
Trade between St. Lucia and Costa RicaTrade between St. Lucia and Costa Rica

Switching sources of supply, should be pursued after a careful analysis of 
likely C.I.F. prices for specific commodities from the country in question, 
relative to those that prevail in current trade patterns.

Additionally, other factors need to be taken into account before deciding on 
switching supply sources. These include: language, market size, frequency of 
available transport, etc.

Based on likely C.I.F. prices, St. Lucian firms may wish to consider 
switching their supply sources for the following products to firms in Costa 
Rica. 

Table --- Potential Imports from Costa Rica



How to realize the benefits of expanding How to realize the benefits of expanding 
Trade between St. Lucia and Costa RicaTrade between St. Lucia and Costa Rica

Exporting new products to Costa Rica should be based on a knowledge of 
demand for that product, an indication of F.O.B. prices from competing 
sources [or C.I.F. prices of these sources in Costa Rica]

Additionally, consideration must be given to the fact that such exports will 
enter Costa Rica duty free, which gives these products a competitive 
advantage upon entry, relative to a source which does not enjoy preferential 
tariff treatment.

Table --- Potential Exports to Costa Rica
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