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	BASIC STATISTICS OF COLOMBIA, 2015

	(Numbers in parentheses refer to the OECD average)*

	LAND, PEOPLE AND ELECTORAL CYCLE

	Population (million)
	48.2
	
	Population density per km2
	42.2
	(35.1)

	 Under 15 (%)
	26.7
	(18.0)
	Life expectancy (years)b
	74.1
	(80.5)

	 Over 65 (%)
	7.5
	(16.3)
	 Men 
	70.5
	(77.8)

	
	
	
	 Women
	77.7
	(83.1)

	Latest 5-year average growth (%)
	1.2
	(0.6)
	Latest general election
	June 2014

	ECONOMY

	Gross domestic product (GDP)
	
	
	Value added shares (%)
	
	

	 In current prices (billion USD)
	292
	
	 Primary sector
	6.9
	(2.5)

	 In current prices (billion COP)
	801
	
	 Industry including construction
	31.9
	(26.4)

	 Latest 5-year average real growth (%)
	4.6
	(1.7)
	 Services
	61.2
	(71.1)

	 Per capita (000 USD PPP) 
	14.0
	(40.1)
	
	
	

	GENERAL GOVERNMENT
Per cent of GDP

	Expenditure
	 37.4 
	(41.9)
	Gross financial debt (2014)c
	44.3
	(115.9)

	Revenue
	 34.3 
	(39.0)
	Net financial debt (2014)c
	33.8
	(76.2)

	EXTERNAL ACCOUNTS

	Exchange rate COP per USD
	2744.51
	
	Main exports (% of total merchandise exports)
	
	

	PPP exchange rate (USA = 1)
	1185.03
	
	 Mineral fuels, lubricants and related materials
	52.8
	

	In per cent of GDP
	
	
	 Food and live animals
	14.2
	

	 Exports of goods and services
	14.7
	(28.9)
	 Chemicals and related products, n.e.s.
	9.6
	

	 Imports of goods and services
	24.2
	(28.7)
	Main imports (% of total merchandise imports)
	
	

	 Current account balance
	-6.44
	(0.1)
	 Machinery and transport equipment
	36.8
	

	 Net international investment position
	-43.9
	
	 Chemicals and related products, n.e.s.
	18.6
	

	
	
	
	 Manufactured goods
	14.0
	

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment rate for 15-64 year-olds (%)
	67.6
	(66.2)
	Unemployment rate, Labour Force Survey (age 15 and over) (%)
	9.2
	(7.0)

	 Men
	79.9
	(74.1)
	 Youth (age 15-24, %)
	17.7
	(14.0)

	 Women
	55.9
	(58.5)
	 Long-term unemployed (1 year and over, %)
	0.6
	(2.2)

	Participation rate for 15-64 year-olds (%)
	74.5
	(71.3)
	Tertiary educational attainment 25-64 year-olds (%)
	21.6
	(35.0)

	Average hours worked per year
	2 194
	(1766)
	Gross domestic expenditure on R&D (% of GDP, 2014)c
	0.2
	(2.4)

	ENVIRONMENT

	Total primary energy supply per capita (toe, 2014)
	0.7
	(4.1)
	CO2 emissions from fuel combustion per capita (tonnes, 2013)b
	1.4
	(9.5)

	 Renewables (%, 2014)
	23.5
	(9.6)
	Water abstractions per capita (m3, 2012)c
	773
	(819)

	Fine particulate matter concentration (PM2.5, μg/m3, 2013)b
	12.6
	(14.0)
	Municipal waste per capita (kilogrammes, 2012)c
	186
	(516)

	SOCIETY

	Income inequality (Gini coefficient)a
	0.522
	(0.3)
	Education outcomes (PISA score, 2015)
	
	

	Relative poverty rate (%)a
	27.8
	(10.9)
	 Reading 
	425
	(493)

	Public and private spending (% of GDP)
	
	
	 Mathematics
	390
	(490)

	Health care, current expenditure (2014)
	7.2
	(9.0)
	 Science
	416
	(493)

	 Pensionsb 
	5.0
	(9.1)
	Share of women in parliament (%)
	19.9
	(28.6)

	Education (primary, secondary, post sec. non tertiary, 2012)a
	4.5
	(3.7)
	Net official development assistance (% of GNI)
	-0.34
	0.38

	Better life index: www.oecdbetterlifeindex.org

	a. 2012 for the OECD aggregate.

	b. 2013 for the OECD aggregate.

	c. 2014 for the OECD aggregate.

	* Where the OECD aggregate is not provided in the Source database, a simple OECD average of latest available data is calculated where data exist for at least 29 member countries.

	Source: Calculations based on data extracted from the databases of the following organisations: OECD, International Energy Agency, International Monetary Fund and Inter-Parliamentary Union,Unesco Institute for Statistics, International Labour Organization, DANE and Ministerio de Hacienda y Crédito Público de Colombia.




Executive summary
The economy has been more resilient than other Latin American countries to the commodity shock
[image: graphic]
Growth has been among the strongest in the region, reflecting the flexible exchange rate and inflation targeting monetary policy, and fiscal rules. The effects of the fall in global commodity prices were borne by a rise in the fiscal deficit limited by the fiscal rule and a large depreciation of the exchange rate. Monetary tightening ensured that the second round effects of the depreciation and climate-related (El Niño) price rises did not feed through into an inflationary spiral. The comprehensive tax reform of December 2016 will help the economy adjust to lower oil prices and reduce the dependence of the budget on oil revenues. Higher tax revenues would increase the scope for redistributive policies to reduce inequality and sustain public investment.
Making growth more inclusive and raising productivity
[image: graphic]
Strong growth and welfare programmes to the most vulnerable groups have substantially reduced poverty. Lower taxes and fees on wages have brought more people to better quality formal jobs, thereby raising both productivity and inclusiveness. Health coverage is universal. Productivity and job opportunities have also been enhanced by recent reforms facilitating the opening of business, obtaining construction permits, registering property and paying taxes. However, productivity growth is low and the gap between rich and poor among the highest in Latin America. Informality and gender gaps remain high, and social mobility low. Years of armed conflict, stringent local regulations and distortions in the tax system have created disparities in productivity and access to basic services across regions.

[image: graphic]
Further simplifying procedures for company registration and the affiliation of workers to social security, improving labour market programmes, expanding early childhood education, and raising education quality would boost inclusion, social mobility and living standards. Greater and more affordable child, elderly and disability care would open the job market to more women. Colombia needs to increase the redistribution of income through the tax and transfer system. Raising productivity will be fundamental to continued increases in living standards for all Colombians, and will require better job opportunities in poorer regions and higher public investment to improve infrastructure and lower costs of trade. Better incentives for firms to invest on R&D and stronger links between the business sector and research institutions would foster innovation. In some sectors such as rail, electricity and roads, greater competition and less regulation are needed to support private investment.
	MAIN FINDINGS
	KEY RECOMMENDATIONS

	Further improve macroeconomic resiliency

	The financial system is sound but some vulnerabilities create risks
	Approve the law awarding the financial superintendence regulatory powers over holding companies of financial conglomerates.

	Infrastructure and social spending needs are likely to exceed those in the medium term fiscal framework. 
	Raise more revenue in the medium term. 

	Sustain strong economic growth

	Low skills are holding back productivity growth. 
	Provide more public support to skills training in regions lagging behind.
Establish a national curriculum for school education and professionalise teachers’ careers.

	Poor infrastructure raises transportation costs.
	Sustain the increase in public investment.
Finance more infrastructure programmes on a regional basis. 
Implement the road infrastructure program (4G) and guarantee that Private-Public-Partnerships continue to have proper cost-benefit analysis.

	Innovation performance is weak as a result of low investment in R&D and poor business sector-academia links.
	Provide more grants and loans for R&D to enterprises. 
Fund R&D projects that bring industry and academia together.

	Firms’ competitiveness is hampered by regulatory burdens and slow judicial outcomes.
	Remove regulations on public ownership and vertical integration in electricity, vertical integration and market structure in rail. 
Introduce a court or a division of a court dedicated solely to commercial cases and facilitate case management through electronic case management tools.

	Low participation in global value chains limits the adoption of frontier technologies.
	Make information on advance rulings on import conditions available more quickly and with higher visibility.

	Make growth more inclusive

	High informality exacerbates inequalities by limiting access to public benefits.
	Further reduce taxes and fees on wages (non-wage labour costs).
Simplify procedures for company registration and the affiliation of workers to social security.
Establish social dialogue to discuss differentiating the minimum wage by age and regions

	Women do not have enough opportunities in the formal or informal labour market.
	Ensure the provision of affordable, good-quality child care and affordable long-term care for elderly relatives or those with disabilities.
Expand access to and make greater use of active labour-market programmes.

	Education outcomes depend strongly on family socioeconomic backgrounds. Differences in rural-urban poverty rates remain high
	Provide more public support to increase enrolment rates of disadvantaged children in less developed regions. 
Expand early childhood education.





Assessment and recommendations


	The economy is adjusting well to the fall in global commodity prices


	Macroeconomic policies are broadly appropriate


	Reducing inequality by reigniting growth through structural reforms





Since 2000, the quality of life of Colombians has improved markedly. Macroeconomic and social policies have sustained strong GDP growth and reduced poverty (Figure 1). Between 2002 and 2015 the poverty rate fell from 50% to 28%, and extreme poverty fell from 18% to 8%. In terms of wellbeing, life satisfaction is now above the OECD average, although incomes, education and life expectancy still fall short (Figure 2). Reforms have reduced informality and improved the business environment. The peace agreement will further boost economic growth and wellbeing over time.



Figure 1. GDP per capita has improved

[image: graphic]Source: World Bank, World Development Indicators database and International Comparison Program database; DANE, Gran Encuesta Integrada de Hogares; Gallup database, World Development Indicators database, OECD PISA 2006 and 2012 and ILO database.

StatLink  http://dx.doi.org/10.1787/888933483310





Figure 2. Well-being has improved but remains low relative to OECD countries

[image: graphic]Note: The figure shows the difference between the values of the variable for the country with respect to the simple average of the OECD countries, normalised by the standard deviation. For the PISA combined mean score, data refer to the mean mathematics score in 2015 instead of 2014.

Source: Gallup database, World Development Indicators database, UNODC (United Nations Office for Drugs and Crime) database, OECD PISA 2015 results and ILO database.

StatLink  http://dx.doi.org/10.1787/888933483329



The sound macroeconomic framework has helped adjustment to the end of the commodity boom. Although Colombia’s terms-of-trade fell sharply, growth remains above the regional average, as the widening budget deficit and public investment, supported incomes and private consumption. The large depreciation of the peso is aiding the rebalancing to non-commodity production. However, deterioration of the external and fiscal positions created vulnerabilities that are slowly being corrected with appropriate fiscal and monetary policies. Inflation is high but is coming down gradually as the effects of temporary shocks – such as the past depreciation and El Niño – fade away. Maintaining a sound macroeconomic policy framework and introducing more structural reforms would further reduce external and fiscal vulnerabilities and thereby promote economic stability.

However, low productivity, high income inequality and high informality weaken the well-being of many workers and their families. This calls for policies to raise incomes and to ensure the fruits of economic growth are more equally shared by Colombians.

The government is implementing a comprehensive tax reform to boost tax revenues, increase business competitiveness and make the tax system more progressive and efficient. By expanding revenue collection, the reform will help to meet medium-term fiscal targets and reduce vulnerability to external shocks, while at the same time promote productivity. It should be complemented with structural reforms to reduce inequality and reignite growth, such as enhancing investment in innovation, improving the quality of infrastructure and education, reducing skills mismatches, increasing competition and closing gender gaps in labour force participation.

Against this backdrop, the main messages of this OECD Economic Survey of Colombia are:


	A solid macroeconomic policy framework delivered sustained growth even as the global commodity boom came to an end.


	The 2016 tax reform can help address both high inequality and low productivity by increasing progressivity and reducing the tax burden on investment and dependence on oil revenues.


	Reforms to strengthen the business environment and the quality of education, reducing informality and increasing women’s work opportunities would raise productivity and reduce income disparities.




The economy is adjusting well to the fall in global commodity prices

The economy grew by an average of 4.3% between 2009 and 2014, more than double the OECD average (Figure 3). This was driven by the 70% rise in terms-of-trade after the 2008 financial crisis as commodity prices boomed along with strong investment. However, the external environment has changed significantly over the last few years with the global economy being in a low-growth trap, trade weakening and commodity prices falling. The economy is currently adjusting to the most severe terms-of-trade shock in Latin America (Figure 3).



Figure 3. Colombia has grown fast since the global financial crisis, but is facing external headwinds

[image: graphic]Note: LAC-4 refers to the unweighted average of values for Argentina, Brazil, Chile and Mexico. Series calculated as a 4-quarter centred moving average.

Source: OECD Productivity Statistics (database), February 2016; OECD Economics Department Database.

StatLink  http://dx.doi.org/10.1787/888933483333



Growth has been resilient despite the external headwinds and the economy is adjusting better than other countries in the region due to the floating exchange rate regime (Figure 4.A). In 2015, growth slowed to 3.1%, from the 4.4% in 2014, driven by weakening investment, while private consumption remained strong on the back of robust credit growth and rise in the fiscal deficit (Figure 4.B). In 2016, growth slowed further as consumption and public investment responded to tighter monetary and fiscal policy. Consequently, unemployment rose slightly (Central Bank, 2016).



Figure 4. Economic growth continues to be among the highest in the region

[image: graphic]1. LAC-6 refers to the following six Latin American economies: Argentina, Brazil, Chile, Colombia, Mexico and Peru. Growth rates for LAC-6 are computed as a weighted average of country growth rates of aggregates in volume, using country annual GDP levels expressed in 2011 constant PPPs as weights.

2. Calculated as a 3-months centered moving average.

Source: OECD, Economic Department Database, The World Bank, WDI database and Banco Central de Reserva del Perú; and OECD, Economic Department Database.

StatLink  http://dx.doi.org/10.1787/888933483341




	
Table 1. Macroeconomic indicators and projections


	Annual percentage change, volume (2005 prices)



	2013 Current prices (COP billion)

	2014

	2015

	2016

	2017

	2018





	Gross domestic product (GDP)

	710 497

	4.4

	3.1

	2.0

	2.3

	3.0




	 Private consumption1

	432 164

	4.3

	3.2

	2.2

	1.9

	2.6




	 Government consumption

	123 769

	4.8

	4.9

	1.8

	1.1

	1.7




	 Gross fixed capital formation

	172 337

	9.8

	1.9

	-3.6

	2.5

	5.1




	  Housing

	33 986

	1.9

	-1.5

	2.2

	-4.1

	3.0




	 Final domestic demand

	728 270

	5.7

	3.2

	0.7

	1.9

	3.0




	  Stockbuilding2

	374

	0.4

	-0.2

	-0.3

	-0.1

	0.0




	 Total domestic demand

	728 644

	6.1

	3.0

	0.4

	1.8

	3.0




	 Exports of goods and services

	124 848

	-1.5

	1.2

	-0.9

	0.9

	4.1




	 Imports of goods and services

	142 995

	7.9

	1.4

	-6.2

	2.1

	3.7




	  Net exports2

	-18 147

	-1.9

	-0.1

	1.3

	-0.3

	-0.1




	Other indicators (growth rates, unless specified)




	Potential GDP

	. .

	3.9

	3.7

	3.3

	3.0

	2.9




	Output gap3

	. .

	1.2

	0.6

	-0.7

	-1.4

	-1.3




	Employment

	. .

	2.2

	2.4

	0.6

	1.9

	2.8




	Unemployment rate

	. .

	9.1

	8.9

	9.2

	9.1

	9.0




	GDP deflator

	. .

	2.1

	2.5

	5.9

	5.0

	2.9




	Consumer price index4

	. .

	2.9

	5.0

	7.5

	4.7

	3.7




	Core consumer prices4

	. .

	2.5

	4.7

	6.5

	4.9

	3.5




	Trade balance5

	. .

	-5.5

	-8.1

	-6.6

	-5.5

	-5.4




	Current account balance5

	. .

	-5.2

	-6.4

	-4.5

	-3.5

	-3.5




	General government fiscal balance5

	. .

	-3.2

	-3.2

	-3.1

	-2.8

	-2.4




	Three-month money market rate, average

	. .

	4.1

	4.6

	6.8

	6.2

	5.8




	Ten-year government bond yield, average

	. .

	7.0

	7.8

	8.0

	7.0

	6.7




	1. Including non-profit institutions serving households.


	2. Contribution to changes in real GDP.


	3. As a percentage of potential GDP.


	4. Average annual growth rate.


	5. As a percentage of GDP.


	Source: OECD Analytical Database.





The peso depreciation put pressure on prices, El Niño (between the second half of 2015 and the first half of 2016) as well as the trucker’s strike of June-July pushed up food prices. Indexation has also led to some second round effects, although these appear to have been contained. The rise in prices is having a greater effect on the poorest families which have less room to protect their incomes and assets. These shocks have been stronger and longer than similar episodes over recent decades and have kept inflation above the Central Bank’s target of 2-4% since mid-2015 (Figure 5). However, inflation expectations have been reasonably stable, testifying to the credibility of the central bank and its inflation target, as well as its policy response. As the effect of these temporary shocks is fading away, inflation has started to come down fast and is expected to converge to the target at the end of 2017. 



Figure 5. The exchange rate depreciated sharply putting pressure on prices

[image: graphic]Note: In panel B, inflation expectations come from the survey Encuesta de expectativas analistas económicos (Banco de la República). Core inflation refers to all-items excluding basic food, public services and fuels.

Source: Banco de la República; OECD Economics Department Database and Banco de la República.

StatLink  http://dx.doi.org/10.1787/888933483350



The current account deficit rose sharply in 2015 despite the large depreciation. Exports contracted mainly due to a fall in oil, its derivatives and coal, while imports fell by much less, as incomes continued to rise (Figure 6). The increase in non-traditional exports, such as tourism, has been held back by low growth in Colombia’s main trading partners (especially the EU, US and China) and the climate-shock that affected the agricultural sector. For instance, tourism exports decreased by 4.2% in q3 2016 year-on-year in nominal terms, in particular to the United States and Spain by 7.5% and 18% respectively (DANE). Furthermore, weak domestic and external demand and market rigidities affect the speed of reallocation of labour and capital to more competitive sectors, and reduce potential for more inclusive growth by keeping resources in low paying jobs. This has a tendency to maintain income disparities as better quality formal jobs in these sectors are not being created (Cournede et al., 2016, Adalet Mc Gowan et al., 2017). The current account deficit narrowed during 2016 due to lower imports resulting from the deceleration of activity and the exchange rate depreciation. The deficit is largely financed by FDI. After falling in 2015, FDI recovered in early 2016 and at around 5% of GDP is above the average of LAC countries.



Figure 6. The value of exports has decreased in 2015

[image: graphic]1. Series are calculated as a 3-months centered moving average. For 2015-16 data are preliminary.

Source: National Administrative Department of Statistics (DANE).

StatLink  http://dx.doi.org/10.1787/888933483361



 Consumption-related credit growth has remained stable, while commercial credit has slowed down since mid-2016. The pace of credit growth remains reasonable as it is in line with growth trends in the commercial-credit-to-private-investment ratio, and corporate and household leverage remains modest by international standards (Central Bank, November 2016). Real house prices have almost doubled since 2005, compared to an increase of around 10% in Chile and Mexico and stability in the OECD average, and should be monitored closely. However, this risk has somewhat diminished lately as real house price growth has started to decelerate. Household debt at 20% of GDP in 2016 remains low, of which a third is mortgages (Central Bank, 2016).

The legal and institutional framework for financial regulation and supervision by the Unidad de Regulación Financiera and Superintendencia Financiera is strong. However, the recent expansion of Colombian banks to other countries in Latin America might pose some financial vulnerability through financial spill-overs via Colombian subsidiaries and branches abroad, as in 2016 they represented around 31% of the Colombian banking system’s assets. To mitigate and manage these financial risks, a bill to enhance regulatory and supervisory powers over financial conglomerates is expected to be approved by Congress in 2017. Specifically, it would aim to i) ensure that financial conglomerates and financial holding companies comply with prudential and risk management standards, guaranteeing stability and ensuring comprehensive supervision; ii) promote a comprehensive and coherent corporate governance framework for financial conglomerates; iii) ensure that the supervisor has timely access to comprehensive information on the structure of financial conglomerates and their activities and risks.

Risks from rising housing prices are mitigated by low loan-to-value ratios (51%) and small housing portfolio of banks (12%). Non-performing loans (NPLs) are low (Figure 7.A), especially compared to many European countries, and well provisioned, and financial institutions are well capitalised. According to the Superintendencia Financiera, financial institutions have enough liquidity to meet their short term obligations. Banks have liquid assets of around 3 times their 30-day Net Liquidity Requirements. In 2015, Banks reported a return on equity (ROE) of 14.3% and a return on assets (ROA) of 3.5% (Figure 7.B), above their five-year averages and the OECD average. To further enhance supervision, the 2017 Financial Regulation Unit’s (of the Ministry of Finance) agenda contemplates a review of the current capital requirements to assess how they converge to international standards like Basel III.



Figure 7. The financial system is sound

[image: graphic]Note: Series calculated as a 3-months centered moving average.

Source: IMF, Financial Soundness Indicators.

StatLink  http://dx.doi.org/10.1787/888933483370



Currency risks also remain moderate and well supervised. The central bank regulates financial intermediaries’ currency risk and monitors private non-financial sector currency mismatches, which remain low (Central Bank, 2016). Moreover, the exposure of banks to firms with high currency mismatches is low. Central government external debt, currently at 35% of total debt, is in line with existing Ministry of Finance guidelines.

Financial inclusion has been an important priority for the government for a number of years. Policies have mainly aimed at providing microcredit to the poor; spreading formal banking system usage; enhancing the use of electronic payments; and making financial services more affordable (Karpowicz, 2014). Despite steady improvements, financial inclusion is still relatively low (Figure 8) contributing to income inequality (Park and Mercado, 2015; Allen et al., 2013). The use of financial services is low and costs are high. The National Financial Inclusion Strategy’s goal is to promote access and use of financial services, in particular by informal workers. To further enhance inclusion, a 2014 law created a simplified license for becoming a financial institution for transaction and payment purposes only, aimed at increasing the number of players in the financial sector. The government is also promoting the use of alternatives guarantees (collateral) and creating a registry of electronic invoices to increase access to financial services and facilitate credit to SMEs. The Financial Superintendency (SFC) and Banca de las Oportunidades have developed several financial inclusion indicators for institutions supervised by the SFC, by Superintendencia de la Economía Solidaria and microcredit NGOs. According to the latest data 76.3% of Colombian adults had at least one financial product in 2015 (Financial Inclusion Report 2015). Expanding financial education would also help financial inclusion by helping users make better decisions. 
 

Figure 8. Financial inclusion is low

[image: graphic]Note: OECD aggregate...
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			Éditions e-pub de l’OCDE – version bêta

			
			Félicitations et merci d’avoir téléchargé l’un de nos tout nouveaux ePub en version bêta.


			
			Nous expérimentons ce nouveau format pour nos publications. En effet, même si l’ePub est formidable pour des livres composés de texte linéaire, le lecteur peut être confronté à  quelques dysfonctionnements  avec les publications comportant des tableaux et des graphiques  – tout dépend du type de support de lecture que vous utilisez.


			Afin de profiter d’une expérience de lecture optimale, nous vous recommandons :


			
						D’utiliser la dernière version du système d’exploitation de votre support de lecture.


						De lire en orientation portrait.


						De réduire la taille de caractères si les tableaux en grand format sont difficiles à lire.


			


			Comme ce format est encore en version bêta, nous aimerions recevoir vos impressions et remarques sur votre expérience de lecture, bonne ou autre,  pour que nous puissions l’améliorer à l’avenir. Dans votre message, merci de bien vouloir nous indiquer précisément quel appareil et quel système d’exploitation vous avez utilisé ainsi que le titre de la publication concernée. Vous pouvez adresser vos remarques à l’adresse suivante :
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