
COSTA RICA
Table 1 2022
Population, million 5.2

GDP, current US$ billion 67.8

GDP per capita, current US$ 13080.6

International poverty rate ($2.15)a 1.2

Lower middle-income poverty rate ($3.65)a 3.7

Upper middle-income poverty rate ($6.85)a 14.3

Gini indexa 48.7

School enrollment, primary (% gross)b 106.7

Life expectancy at birth, yearsb 79.3

Total GHG emissions (mtCO2e) 6.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Growth remained strong in 2022 helped

by a recovery in tourism, supporting ro-

bust fiscal results. As in other small open

economies, a slowdown in external de-

mand and further tightening of financing

conditions are expected to reduce growth

in 2023. As a result, poverty is expected

to remain stable, but still higher than in

2019. Pursuing fiscal consolidation

through more effective taxation and effi-

cient spending, while protecting those

most affected by recent shocks is key for

sustained growth and social progress.

Key conditions and
challenges

An outward-oriented growth model, in-
vestment in human capital, and good gov-
ernance allowed Costa Rica to double its
income per capita in the last two decades
and to consolidate its green trademark.
The country upgraded and diversified its
exports, increasing resilience to external
shocks. Fiscal vulnerabilities, however,
built up as spending increased while rev-
enues stayed flat as share of GDP. In the
decade before the pandemic, expanded ac-
cess to education and communication ser-
vices led to a decline in multidimensional
poverty. However, monetary poverty re-
duction was limited, and inequality in-
creased, as labor market outcomes of
women and lower-educated workers did
not improve. Poverty rates remained high
for historically disadvantaged groups such
as single mothers, Afro-descendants, in-
digenous populations, and migrants.
The pandemic intensified fiscal and social
challenges. Fiscal consolidation efforts,
launched in 2018, were interrupted as rev-
enues collapsed and public spending grew
as the government sought to mitigate the
impact of the pandemic. The government
debt-to-GDP ratio increased from 56 per-
cent in 2019 to 67 percent in 2020. While
the economic recovery and spending dis-
cipline enable fiscal consolidation in 2021
and 2022, the public debt remains well
above 2019. Similarly, poverty (US$6.85
poverty line) increased from 13.7 percent

of the population in 2019 to 19.8 percent in
2020, as unemployment rates nearly dou-
bled, surpassing 20 percent in mid-2020.
While unemployment declined to 11.7 per-
cent in Q42022 and poverty reached 14.1
percent in 2022, both remain above pre-
pandemic levels.
Costa Rica’s immediate challenge is to con-
tain inflation and push through its fiscal
consolidation, while trying to minimize
the adverse economic and social impacts.
For growth and shared prosperity, the
country needs to sustain reforms to im-
prove education and labor market out-
comes to make growth more inclusive as
it maintains its green trademark. In paral-
lel, it is important to ensure that the coun-
try’s institutional setting is consistent with
implementing these policy objectives and
with the effective protection of the poor
and vulnerable.

Recent developments

Annual real GDP growth reached a sol-
id 4.3 percent in 2022, as services bene-
fited from a strong surge in tourism ar-
rivals, which increased by 74.4 percent
in 2022. Agriculture was affected by ad-
verse weather, and the manufacturing
and construction sectors lost steam as
adverse external conditions started to
curb investment.
The current account deficit increased from
2.5 percent in 2021 to 3.6 percent in 2022 in
terms of GDP with the increase in goods im-
ports due to the sharp deterioration in the
terms of trade, especially fuel, and fertilizer,

FIGURE 1 Costa Rica / Budget balance and change in debt
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FIGURE 2 Costa Rica / Actual and projected poverty rates
and real GDP per capita
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more than offsetting the recovery in
tourism. BOP outflows temporarily in-
creased during the first half of this year
due to changes in the rules for investment
pension funds. However, reserves and the
exchange rate recovered in the second half
of 2022, supported by strong net FDI (4.9
percent of GDP).
Higher international food and oil prices re-
sulted in the highest inflation for 13 years:
8.3 percent by end-2022, well above the in-
flation target. Those at the lower end of the
income distribution were most affected as
food and transport make up a higher share
of their spending. To contain inflation, the
BCCR has gradually increased the policy
rate, reaching 9 percent in October 2022
(up from 0.75 in December 2021).
Although the unemployment rate fell
in 2022, average real wages declined
by approximately 9 percent, slowing
poverty reduction.
Public finances improved significantly in
2022. The primary surplus reached 2.1
percent of GDP and the overall fiscal
deficit declined to 2.5 percent of GDP-
the lowest since 2008- despite a histor-
ically high-interest bill. The result was

supported by increased tax collection and
contained spending. Responses to high
prices, including new temporary emer-
gency transfers and lower fuel taxes, have
not affected the government’s ability to
meet fiscal consolidation goals. This result
supported a recent upgrade of Costa Ri-
ca’s long-term foreign currency debt rat-
ing by S&P to B+ from B.

Outlook

Global uncertainty and the impact of in-
flation on real income will moderate con-
sumption and private investment. Growth
is expected to moderate to 2.7 in 2023, be-
fore rebounding in 2024 supported by Cos-
ta Rica’s dynamic exporting sectors. The
current account deficit is expected to stay
at 3.2 percent of GDP in 2023 due to slower
growth in Costa Rica’s main trading part-
ners and less attractive terms of trade but
decline gradually after. The deficit remains
fully financed by net FDI.
As inflation stabilizes and labor market
conditions improve, driven by growth in

the services sector, the poverty rate is ex-
pected to stabilize at around 14.3 percent
in 2023 and 2024. Poverty could be re-
duced by implementing targeted social as-
sistance measures to historically disadvan-
taged groups and to those living under the
poverty threshold.
A small, open economy, Costa Rica is
highly vulnerable to external shocks, in-
cluding global inflationary pressures and
tighter financing conditions, increasing
uncertainty of the economic outlook both
at the macro and household levels. Fiscal
consolidation is expected to continue
over the forecasting period, anchored in
the fiscal rule and an ongoing IMF-sup-
ported program. Recent improvements in
debt management and opportunities to
tap into ESG financing could help attenu-
ate the increase in financing costs. Addi-
tional reforms that have been announced,
such as reduction of tax expenditures
and reduced fragmentation of social pro-
grams, are critical to reinforce fiscal con-
solidation and create buffers against
shocks while protecting the poor. Build-
ing consensus around reforms is key but
will take time.

TABLE 2 Costa Rica / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.3 7.8 4.3 2.7 3.1 3.2

Private Consumption -6.9 7.0 3.3 2.6 3.0 3.2
Government Consumption 0.8 1.7 1.9 0.3 0.2 0.0
Gross Fixed Capital Investment -3.4 11.0 0.8 3.0 3.6 4.5
Exports, Goods and Services -10.6 15.9 12.2 4.7 5.4 6.1
Imports, Goods and Services -12.9 16.9 3.5 3.5 4.4 5.7

Real GDP growth, at constant factor prices -3.7 7.3 4.2 2.7 3.1 3.2
Agriculture 0.5 3.8 2.0 2.2 2.4 2.4
Industry 1.0 10.2 3.1 2.4 3.0 3.1
Services -5.3 6.6 4.6 2.8 3.1 3.3

Inflation (Consumer Price Index) 0.7 1.7 8.3 5.9 3.8 3.3

Current Account Balance (% of GDP) -1.0 -2.5 -3.6 -3.2 -3.1 -2.6
Net Foreign Direct Investment Inflow (% of GDP) 2.6 4.9 4.9 4.7 4.8 4.6

Fiscal Balance (% of GDP) -8.0 -5.0 -2.5 -2.8 -2.4 -2.1
Revenues (% of GDP) 13.1 15.8 16.7 16.0 16.1 16.2
Debt (% of GDP) 66.9 68.0 64.2 62.5 61.4 59.2
Primary Balance (% of GDP) -3.4 -0.3 2.1 1.9 2.0 2.1

International poverty rate ($2.15 in 2017 PPP)a,b 2.3 1.2 0.9 1.0 1.0 1.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 6.0 3.7 3.4 3.6 3.5 3.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 19.9 14.3 14.1 14.3 14.3 14.3

GHG emissions growth (mtCO2e) -11.6 -5.7 -4.9 23.7 1.0 2.6
Energy related GHG emissions (% of total) 88.7 85.7 80.9 81.9 79.7 80.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2021-ENAHO. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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