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OECD’s Corporate Governance Accession Review of Costa Rica

• How to show its willingness and ability to implement policies and practices consistent 

with OECD Member country best policies and practices in the area of corporate 

governance, and in particular with the G20/OECD Principles of Corporate 

Governance and the OECD Guidelines on Corporate Governance of State-

Owned Enterprises? 

• Later in the process, the OECD issued a new recommendation which became an 

additional benchmark for the review, the OECD Guidelines on Anti-Corruption and 

Integrity in State-Owned Enterprises.

• The OECD’s corporate governance recommendations are known globally as the 

leading standards used by international organizations such as the World Bank, 

regional development banks, and of course by the OECD to assess and promote 

good corporate governance in countries throughout the world, and as some of the 

more ambitious and challenging standards to implement during OECD accession 

processes. 
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When the Costa Rica government began preparations in 2015 for 

the review by the OECD’s Corporate Governance Committee and 

Working Party on State Ownership and Privatisation Practices, it 

faced a major challenge: 



The state of play: the initial diagnosis for Costa Rica’s 

companies trading on the Costa Rica Stock Exchange

• The overarching concern is the small number of listed companies trading in 

the Costa Rican stock exchange. 

• However, the Principles of Corporate Governance only partially address this 

issue, suggesting that good corporate governance is one factor that can 

help bolster shareholder confidence and share prices, helping to attract 

companies to the market.

• With respect to Costa Rica’s corporate governance framework, key 

weaknesses included:

– a lack of transparency with respect to who are the ultimate owners of 
shares and shareholder agreements;

– some weaknesses with respect to implementing International Financial 
Reporting Standards and audit standards, including oversight of the 
audit profession;

– A need to modernize Costa Rica’s framework for treatment of insolvent 
companies.
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Costa Rica’s response: strengthened corporate governance rules 

and oversight of the market

• To help ensure a successful outcome of the review, Costa Rica’s 

CONASSIF moved quickly to issue a new comply or explain corporate 

governance regulation which introduces higher corporate governance 

standards and practices consistent with the Principles.

• The corporate governance regulation also clarified expectations with 

respect to shareholder rights and disclosure of shareholder agreements, 

reducing weaknesses in the legal framework.

• Legislative reforms were passed to strengthen supervisory powers with 

respect to the audit profession and access to information on beneficial 

owners for enforcement purposes.

• A new system of risk-based supervision has been gradually implemented.

• Reforms to Costa Rica’s insolvency framework are under discussion in 

Congress.   
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OECD’s review against the Guidelines on Corporate Governance 

of State-Owned Enterprises

• A rules-based environment. SOEs should be subject to the same rules and regulations as 
other enterprises. They should compete on a level playing field with private enterprises and 
not distort competition. 

• Reinforcing the ownership function. The state administration should exercise SOE 
ownership on a whole-of-government basis. The state ownership function should be separate 
from the regulatory function to avoid conflicts of interest. 

• Equitable treatment of shareholders. The state should not have any undue advantages 
over other investors in SOEs. 

• Transparency and disclosure. SOEs’ objectives and performance should be disclosed and 
reviewed. 

• Stakeholder relationship. SOEs and their owners should treat employees, creditors and 
affected communities fairly and equitably.

• Boards of directors. The boards are the SOEs’ highest decision-making bodies. They should 
exercise their powers free of political interference.    
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Because of the important role that Costa Rica’s 28 SOEs play in the 

economy, the OECD review against the SOE Guidelines required greater 

attention. The Guidelines main priorities include: 



What were the initial weaknesses identified with respect to Costa 

Rican SOEs?

• Costa Rica suffered from a decentralized approach to ownership and oversight of its 
SOEs, split between the Presidency, the Ministry of Planning and Development, 
Ministry of Finance, the Comptroller General, and sectoral supervisors and regulators. 
The government lacked a capacity to clearly track and incentivize the performance of 
its SOEs from a whole of government perspective. 

• No formal structures for board appointments existed, and politicians or people with 
political backgrounds were often appointed to SOE boards.

• Scandals involving SOEs exposed weaknesses in the effectiveness of boards to oversee 
company strategy, management, and their responsibilities for internal controls and 
compliance.

• Because SOEs were not following International Financial Reporting Standards, it was 
difficult to assess the true state of their financial condition and performance on an 
internationally comparable basis.  Non-financial reporting and disclosure was also 
weak.

• Differential treatment between state-owned banks and privates sector banks have 
contributed to a non-level playing field which has undermined competitive pressures 
for efficient performance in the banking sector.
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How did Costa Rica respond?

• The Costa Rican government moved quickly to establish a specialized advisory unit 
for SOEs within the Presidency. 

• The unit has subsequently provided support to the Presidency to issue a series of 
policies, decrees and guidance including:

– An ownership policy (Protocol of Understanding on the Relations between the state and the 
Enterprises under its Property);

– An aggregate report on SOEs with comparative information on financial and non-financial 
performance supported by a decree on SOE transparency;

– An SOE board member nominations policy establishing transparent criteria on qualifications 
for appointments;

– A web site to manage board member nominations and an applicant pool;

– Decrees on the roles and responsibilities of SOE boards and establishing board performance 
evaluations;

– A training programme for SOE board members in collaboration with the Costa Rica Institute 
of Corporate Governance.

• In addition, laws were enacted to:

– remove the Minister of Energy and Environment from the board of the state-owned 
petroleum refinery company RECOPE; and

– to establish a deposit insurance programme covering both state-owned and private sector 
banks to contribute to a more level playing field in the banking sector.
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What remains on the reform agenda for Costa Rica? 

• Fully implementing IFRS. 

• Developing and implementing a system for establishing and monitoring the 

achievement of financial and non-financial performance objectives.

• Developing a consistently applied policy regarding information confidentiality.

• Taking action to remove the Minister of Agriculture from the board overseeing the 

state-owned liquor company, FANAL.

• Pursuing public procurement reforms to monitor and limit the use of exceptions for 

direct public procurement between public entities including SOEs.

• Making further progress on implementing initiatives to strengthen SOE boards.

• Reviewing SOE board remuneration and developing recommendations to support 

competitive remuneration and incentives for good board performance. 
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Because of the size and importance of SOEs in the Costa Rican 

economy, the OECD issued priority recommendations focused on 

further improvements for SOEs, including:



What are additional longer-term desirable 

reforms?

• Corporatising and other streamlining of SOE legal and corporate 

forms.

• Considering further legal reforms to strengthen boards, including 

staggering of board appointments and separating the role of the Chair 

and CEO.

• Continuing to work towards a more level playing field between SOEs 

in competition with the private sector.

• Defining, reporting and assessing the costs of public service 

objectives for each SOE.
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For further details on the OECD’s findings:
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http://www.oecd.org/corporate/corporate
-governance-in-costa-rica-b313ec37-
en.htm

Or in Spanish:
http://www.oecd.org/corporate/gobierno
-corporativo-en-costa-rica-74f5db04-
es.htm

Thank you!

http://www.oecd.org/corporate/corporate-governance-in-costa-rica-b313ec37-en.htm
http://www.oecd.org/corporate/gobierno-corporativo-en-costa-rica-74f5db04-es.htm

