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Figure 1. Total GDP Growth (Annual, %) 

 

Source: DANE. Own Calculations. 

 

Figure 2. Tradable Sectors: GDP Growth 

(Annual, %) 

 

Source: DANE. Own Calculations. 

 

Source: DANE. Own Calculations. 

Macroeconomic Outlook 

Economic activity  

 

DANE released economic activity figures for Q3, and growth results 

are in line with expectations, though worrisome patterns persist. 

Total GDP grew 3.3%, continuing the upward trend observed since 

Q4 of 2017. However, if we look at the growth rate of the previous 

four quarters, we continue to observe a stabilization of the year-to-

date activity, which is represented by the flattening of the red line in 

Figure 1.  

To study the composition of growth from the production side, we 

start by taking a closer look at the tradable sectors’ behavior in Q3. 

The agriculture activities presented a 2.6% growth, the highest 

recorded since the first quarter of 2018. These results interrupt the 

downward trend observed since the beginning of 2018, though they 

are not stellar. The performance in agricultural activities is 

explained by the outcomes in agricultural production (3.4%), 

farming (1.8%) and forestry (3.8%). Conversely, the livestock GDP 

fell by 8.4%. Moving on to mining (which includes oil), we find it 

showed a disappointing growth, registering a mild 1% rate in Q3, 

which is lower than that of the previous quarter. This signals the 

sector is continuing its slowdown process, reducing its outlook for 

what remains of the year at minimum. The result is derived from the 

poor performance in fossil fuel extraction (1.4%), coal extraction 

(1.3%), and extraction of other minerals which actually fell 1%. The 

best performer on the mining front was the extraction of metal ores, 

with a growth rate of 9.6%.  

Manufacturing GDP grew 1.8%, which is 0.9p.p. higher than the 

previous quarter, but smaller than the rates from the first semester. 

The result comes from the good performance of the manufacturing 

of food and soft beverages, and the industrial activities involving the 

use of wood (excluding furniture). On the other hand, oil refining 
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Source: DANE. Own Calculations. 

Figure 3. Non-Tradable GDP Growth 

(Annual, %) 

 

Source: DANE. Own Calculations 

 

Source: DANE. Own Calculations 

 

Source: DANE. Own Calculations 

activities- once the best-performing industrial activity- showed a 

sluggish 0.3% growth in Q3. It is important to note that the sector 

has not responded as expected to the macroeconomic conditions 

the country experiences since 2014. Indeed, even though the 

Colombian peso has undergone an important depreciation, neither 

industrial output nor exports for that matter have given any signs of 

picking up in the face of the new favorable conditions. Furthermore, 

what is even more troublesome is the fact that the average growth 

before the 2014 devaluation is higher than the one observed 

afterwards. This points to a more structural condition that has been 

going on for a rather long time and is the loss of industrial 

infrastructure related to the loss of Venezuela as an export for 

manufactured goods. 

Continuing with non-tradable sectors (Figure 3), one of the fastest 

movers in Q3 was commerce, with a 5.9% growth rate, the highest 

recorded since the third quarter of 2013. On the one hand, this 

shows that internal demand is, in fact, growing stronger, despite the 

latest numbers on consumer confidence. On the other hand, and as 

we will show with the remaining non-tradables’ performance, 

Colombia’s growth is now leveraging itself on the “tertiary” or 

services activities. The most important chapters in commerce were 

retail and wholesale sales, vehicle repairs (5.9%), transport and 

storage (6.7%), and accommodation and food services (4.8%). 

Public sector and defense, which is a good proxy of the behavior of 

public expenditure, registered an annual variation of 4.3%. The 

chapter with the highest growth rate was that of social and health 

services (6.2%), followed by education services (3.7%), and 

defense and public administration (3.5%).  

Financial services were the fastest-growing sector Q3, with an 

8.2% rate. Similarly, the previous four quarters also displayed a 

positive result, with a 4.5% annual variation. Finally, real estate 

activities grew 3%. 

Finally, in the non-tradable sectors, construction activities’ GDP fell 
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Source: DANE. Own Calculations. 

 

Source: DANE. Own Calculations. 

Figure 4. Construction Licenses (Year-to-

date) 

 

Source: DANE. Own Calculations 

Figure 5. Investment Growth (Annual, %) 

 

Source: DANE. Own Calculations. 

2.6%, which further consolidates as the worst-performing sector in 

2019. This behavior is explained by the 11.1% fall in the 

construction of residential and non-residential buildings, whereas 

civil works GDP grew an important 13%. Construction licensing 

data do not bode well. Indeed, in September 2019, year-to-date 

licenses fell 4.2%, which shows that the perspectives in 

construction for the future are not bright. More specifically, for the 

housing constructions, year-to-date licenses fell 3.07%, which is 

explained by the decrease in the non-VIS construction license by 

more than 6% (year-to-date). Conversely, the VIS licenses actually 

grew almost 5.4%, which was not enough to compensate the fall in 

non-VIS licenses. 

In sum, economic activity in Colombia is currently leveraging its 

growth on non-tradable activities, especially commerce and public 

administration and defense. In contrast, tradable activities continue 

to display rather sluggish results, a pattern that has emerged in 

previous years. This points to three things: on the one hand, and as 

we will see in the demand-side results, internal consumption is 

continuing to grow strong, a process that begun in since 2018 but 

will not continue at this pace next year. Second, industrial and 

agricultural production are lagging behind. Finally, public 

expenditure continues to be an important driver of GDP 

performance; fiscal adjustment as mandated by the fiscal rule most 

surely would affect this momentum. 

On the demand side, gross investment and total consumption were 

responsible for the overall result in Q3, as they registered growth 

levels that stand well above overall GDP growth rates. As shown in 

Figure 5, investment continues its upward trend in Q3 growing at an 

annual rate of 5.5%. These results give optimism for recovery since 

having a strong investment is fundamental for strong and healthy 

growth in the future. 

The machinery and equipment sector contributed the most to the 

investment growth with an annual growth rate of 10.3% (see Figure 
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Figure 6. Machinery and Equipment Growth 

(Annual, %) 

 

Source: DANE. Own Calculations. 

 

Figure 7. Industrial and Commercial 

Confidence Index (difference relative to 

2002-2018 historical average, pp) 

 

Source: DANE. Own Calculations. 

 

Figure 8. Households Consumption Growth 

(Annual, %) 

 

Source: DANE. Own Calculations. 

 

 

 

 

 

Figure 9. Household credit (annual growth, %) 

6). No doubt investment is coming mainly from the industrial and 

commercial sectors. 

Confidence among manufacturers and retailers, as measured by 

Fedesarrollo using a monthly survey, supports the growing 

investment. Indeed, with data as of September (see Figure 7), it is 

clear that confidence on both fronts is now above historical 

averages (computed for 2002-2018), after suffering in the wake of 

the collapse of oil prices. This renewed optimism might suffer 

somewhat as a result of the Constitutional Court’s decision to scrap 

the financing law approved last year and the ongoing political 

turmoil, but we think any short-term negative impact will be small, 

as the business community expects the reform to be approved 

again before the end of the year. 

On the other hand, data on household consumption (Figure 8) 

shows a strong recovery that began around mid-2016 and there are 

no signs of slowing down for now. In the Q3, private consumption 

had an outstanding performance when it registered an annual 

variation of 4.9%, 0.3pp above the rate reported in the preceding 

quarter. Despite poor results in the labor market, households have 

been able to increase their consumption, since the financial sector 

has been more than willing to finance this “spending spree,” and 

the lending seems to be in good standing for the time being, as 

panels a. and b. in Figure 9 show. 

There is, therefore, ample evidence of an economy on the rebound 

from the lows it reached early in 2018, with a momentum driven 

mostly by investment and household demand. Even though growth 

is coming from non-tradable sectors and is still below potential 

GDP, the business community is happy and optimistic. But what 

goes up must come down, as the saying goes, and this momentum 

is not here to stay. Moreover, consumers are not optimistic about 

their current situation nor about the outlook for the near future. 

Figure 10 shows consumer confidence, coming from the 
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Panel a. Outstanding loans (annual growth, %) 

 

Source: DANE. Own Calculations. 

 

Panel b. Non-performing loans (% of 

outstanding) 

 

Source: DANE. Own Calculations. 

 

Figure 10. Consumer Confidence (difference 

relative to 2002-2019 historical average, pp) 

 

 

Source: Fedesarrollo, EConcept 

 

Figure 11. Government Consumption 

Growth (Annual, %) 

Fedesarrollo survey, relative to its historical average (2002-2019). 

At the end of 2014, in tandem with the fall in oil prices and the 

subsequent depreciation of the COP, consumer confidence fell 

below its historical average, just as confidence on the 

manufacturers and retailers end did. However, the latter two 

recovered, and are now in positive territory relative to their 

respective long-term averages. Even though consumer confidence 

picked up somewhat, though, it has performed far worse and 

remains well below the normal. At some point during H1 2018, it 

looked as though consumer confidence was on its way back to the 

good old times, probably because a polarized society was moving 

beyond the divisive days of the Juan Manuel Santos administration. 

But the 2018 tax reform and the inability of the new administration 

to convince households that they are now living in better times is 

quite evident. In conclusion, there is a disconnection between, on 

the one hand, how households perceive their situation and, on the 

other, the spending and indebtedness decisions they have been 

making, which are mainly responsible for the state of the economy. 

We think that, as a result of polarization, discontent with corruption 

and lack of strong political leadership, the confidence of consumers 

might have shifted to a new and lower normal, a new historical 

average concerning which incoming measurements should be 

gauged. Economic conditions support households’ current 

spending decisions. But patience seems to be running low about 

the other aspects of everyday life. In that sense, we might be closer 

than a few years back to bad news on any of these fronts finally 

taking public opinion to the brink -- and eventually to the streets. 

Three decades ago, a well-known business leader coined the 

phrase “the country is doing bad, but the economy is doing well.” 

What if, back to the present, things get to the point where the 

“country doing bad” reaches a critical point? It would be wise not to 

test these waters. In the recent regional elections, people voted for 

the country moving away from polarization, and for a much tougher 
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Source: DANE. Own Calculations. 

 

Figure 12. Total Imports Growth (Annual, %) 

 

Source: DANE. Own Calculations. 

 

Figure 13. Total Exports Growth (Annual, %) 

 

Source: DANE. Own Calculations. 

 

 

 

 

 

stance against corruption. Strong leadership is required to shift 

Colombia back to a new equilibrium, away from the one our 

hypothesis suggests we have moved to. 

Regarding Government consumption, it grew at an annual rate of 

3.5% in Q3, far below the household consumption rate (Figure 11). 

On the external sector front, imports (Figure 12) sped up 10% 

following their upward trend, however, if the focus is set on the red 

line on the figure, which represents the annual growth rate of the 

previous four quarters, it is apparent that, even though growth rates 

have been increasing, during 2019 they have lost their steam, are 

starting to remain stable, as noted by the flatness of the line at the 

end of the period. In contrast, exports (Figure 13) grew at a meager 

1.9% annual rate in this quarter, and its annual growth rate of the 

previous four quarters continued in a downward trend. Hence, the 

balance of trade is growing at worryingly rates. 
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The path to recovery: an elusive trajectory 

Ever since domestic economic activity started showing signs of recovery, after a streak of adverse shocks and 

bad luck, the conversation has revolved around how much the economy will grow in the coming years. For 

instance, according to government estimates, Colombia should be well on its way to reaching a GDP growth of 

3.6% by yearend. This is, by no means, a trivial matter. With this in mind, this section reviews the latest 

developments in key economic variables, which hint the direction the country is currently undertaking in terms of 

growth and development. Having extensively documented the results on GDP in our last report, here we look at 

more specific numbers, such as exports and imports, the labor market, construction and domestic trade. In the 

end, the main objective is to gauge how close is the current economic performance to government projections. If 

far away, then the goals set by it for the coming months might not be completely “believable.” If close, then the 

challenge lays on keeping up the good results in the medium to long run. 

And so, we begin our analysis by looking at foreign trade results. Panel a in Figure 14 shows total exports and 

their annual variation. In July 2019, foreign sales fell 9.9% with respect to the same month in 2018. What is more, 

the values of Colombian exports today are smaller than those seen six years ago, when the peso was at its 

strongest. This comes at odds with the fact that the Colombian peso has recently lost important ground against 

the dollar, which would lead, in principle, to greater incentives for the sectors with possibilities of selling abroad to 

actually do so. Instead, these figures point to an ever-lagged manufacturing sector that has been unable to take 

off. 

On the other hand, these numbers are the result of the poor performance of oil exports, which fell 10.5% in July. 

This is probably related to the current levels of oil production in recent months, which have averaged around the 

868 kbpd.  

If we look at the flip side of the coin, then we find that imports, in fact, grew almost 5% in July 2019. The biggest 

contributors to this result were capital and consumption goods, with contributions of 3.2 and 1.6 percentage 

points, respectively. The behavior of imports of consumption goods signals stronger internal demand, which has 

proven rather resilient to exchange rate variations. However, the fact that most of this contribution comes from 

non-durable goods also hints at a consumption segment that is cautious against the uncertainty in the market. 

Conversely, the results in the imports of intermediate goods, which can be associated with the demands of the 

manufacturing sector, are rather disappointing. This is especially true for agricultural intermediate goods, whose 

imports fell by over 6% in the latest measurement. These results are in line with what was previously stated: the 

Colombian industry is in need of a boost. 
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Figure 14: Exports and Imports 

Panel a: Total Exports (USD Millions) and Annual Variation (%) 

 

Panel b: Total Imports (USD FOB Millions) and Annual Variation (%) 

 

Source: DANE 2019. EConcept calculations. 

Taken together, exports and imports point to a more worrisome situation, that deserves special attention from 

analysts and the government alike: the behavior of the trade balance. In the Q2, the trade balance stood around 

the –3.4% of GDP continuing the flattened trend of previous quarters. We recommend keeping an eye on these 

variables, since they can become a source of trouble for the Colombian finances.  

One sector of special interest, which has baffled many over the years, is the construction sector. Here we display 

the behavior of the construction licenses (Figure 15). In July 2019, the expedition of construction licenses fell by 

over 10%, after having regained some turf in the previous month. Despite this overall negative result, the 

approved licenses for residential buildings actually grew 9.3%, whereas other uses fell by more than 52%. This 
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points to an important shift, in which construction can no longer be considered a source of growth of development, 

as we once did, partly due to the fall of the government push in the development of infrastructure projects.  

Figure 15: Total Construction Licenses- Monthly Data 

 

Source: DANE 2019. EConcept calculations 

 

We now turn to industry and domestic trade numbers. Figure 16 displays the results in terms of annual variation 

of both industrial productions and of sales. On the real production side, we find an annual growth of 3.5%, 

followed by a variation of 5.3% in real sales and a fall in occupied personnel of 0.5%. The star in manufacturing in 

July 2019 was the fabrication of some auto parts, with variations in its production of over 71%, in sales of 80% 

and in occupied personnel of 48.8%. This gains relevance when looking at retail sales numbers. Panel b shows 

that retail sales grew 8.6% and 8.1% when excluding vehicle sales. Needless to say, these are the best results in 

over eight months, pointing to a more complex reality, in which consumers ponder the chance of buying durable 

goods against the possibilities of landing in bad conditions. 

 

Figure 16: Industrial Production and retail sales. 

Panel a: Industrial Production and Sales (Annual Variation- %) 
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Panel b: Retail sales with and without vehicles (Annual Variation-%) 

 

Source: DANE 2019. EConcept calculations 

 

We believe trust is a key component in any undertaking, and the Colombian economy is no exception. On the one 

side, we find that industrial confidence is behaving rather well (Figure 17). Indeed, on its last measure, the index 

stood at 9.3%, completing seven months in positive turf. We emphasize how positive this outcome is, as it poses 

itself as a good omen for the future of the Colombia industrial sector. Combine this with the fact that the 

commercial confidence index also displayed favorable results, with a value of 29.1, and you get that in terms of 

firm’s perceptions, things are looking good. This comes as no surprise, if we consider that results in production 

and sales have been overall positive in the last few months. 

 

Conversely, consumer confidence shows no signs of picking up any time soon. In July, the index registered a –

11.8 result, completing five months in the pessimistic side of the distribution. Consumer confidence numbers are 

of interest, since they allow us to come closer to understanding how the population is feeling toward the economy 
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and the state of the country, today and in the future. In light of good economic results that show an actual 

increase in household consumption, we cannot help but wonder what is driving the pessimism in the general 

public. For one thing, the announcement of a possible revival of the FARC guerrilla group, which has come to be 

known as the greatest blow to the peace process according to former High Commissioner for Peace Sergio 

Jaramillo, has put several sectors of society on edge. What is more, these events related to the peace accords 

tend to polarize further the population, which worsens the negative perception of the Colombian reality. A second 

factor that must be considered, and that also falls in the perception dimension, is the ongoing immigration from 

the neighbor country of Venezuela. Though, as we showed in our Labor Market Special Report, Venezuelans 

cannot be blamed with certainty for the results on the labor market. The fact that, early on, many in the 

government and the public light voiced concerns against the Venezuelan inflow, helped sink in the belief that they 

are, in fact, to be blamed of the negative outcomes in the country. Finally, the results in the labor market, which 

point to a more objective reality, have had important consequences in the “faith” people have on the Colombian 

activity. 

Figure 17: Industrial and Consumer Confidence 

Panel a: Industrial Confidence 

 

Panel b: Consumer Confidence 
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Source: Fedesarrollo 2019. EConcept calculations. 

Last on our list are the most recent numbers in the labor market. August saw an unemployment rate of 10.8% and 

a labor participation rate of 62.9% (Figure 18). Both numbers hint that the deterioration of the job market is not 

going to recover soon, and that is in desperate need for assessment and adjustment. If the inflow of Venezuelan 

workers cannot be blamed for these poor results, then what are the possible explanations that make this so? For 

one thing, and as we previously discussed, the rigidities in the labor market introduced through an excessively 

high minimum wage and a heavy tax burden on the payroll are not free. And the bill always comes due. This time 

around, the high unemployment rates observed since the end of 2018, that do not yield to shifts in other economic 

variables, calls for more profound reforms, to tackle the rigidities that echo in a bad performance of the job 

market. We cannot emphasize this enough: the results in terms of unemployment point to a fall in the supply of 

jobs, not to an increase in the demand. 

 

Figure 18: Labor market 

Panel a: Unemployment Rate- % 
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Panel b: Labor Force Participation Rate 

 

Source: DANE 2019. EConcept calculations 

 

All in all, the big takeaway from this section is that there is not the right conjugation of economic conditions that 

would allow the country to meet the 3.6% government growth forecast by yearend. Indeed, we still have a long 

way to go, which necessarily implies introducing reforms that enhance the workings of the labor market, have 

greater transparency and “intelligence” when it comes to the peace agreement, and the will to promote measures 

that boost the industrial sector. 

 

Adjustments to the budget: business as usual, but… 

On September 24th, the economic committees of both the House and the Senate approved the 2020 budget, 

which means the bill will now go to the floors of each respective house for a final discussion and vote before 

October 20th. So far along the approval process, the total amount of the budget has already been decided; even 

though the same amount proposed by the government (i.e., COP 271 trillion) is now the definitive amount, the 

economic committees introduced changes to the composition of the budget that are not deficit-neutral but are, at 

the same time, not surprising. 

In a nutshell, if one focuses solely on the spending side, the budgets for current expenditures and debt service 

were reduced in favor of more appropriations for the investment budget, potentially increasing the deficit by as 

much as 0.43% of GDP, as Table 1 shows. If one also throws into the mix changes in revenues, coming from 

potentially higher Central Bank and Ecopetrol profits this year, to be transferred to the government in 2020, the 

total impact on the deficit might be lower than 0.43%; however, we do not think these upsides on the revenue 
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front will be able to fully offset more than 0.15%, which leaves a potential additional deficit of around 0.3% of 

GDP. 

 

Table 1. Adjustments to the 2020 central government budget 

 

Source: Ministry of Finance, Dane, EConcept calculations 

Considering that everyone is aware of the challenges fiscal policy currently faces, an obvious question is whether 

these moves made by Congress, with the full support of the Ministry of Finance, make sense. The answer is both 

that they do -- and they don’t. They do from a political standpoint: higher appropriations for the investment budget 

make politicians happy, a welcome development if one considers that regional elections will take place right after 

the budget is approved. If politicians are more at ease, life is easier for the government. 

The changes might also not be as harmful as the cold numbers suggest, since the Ministry of Finance and the 

National Planning Department are quite cunning when it comes to deciding how to allocate the additional 

resources. At least part of them go to appropriations that have a low probability of being executed, thereby 

curtailing their potential impact on the deficit. 

The changes do not make a whole lot of sense in at least two ways. One is that increasing the potential deficit is 

always tricky when you are walking a fine line as far as the rating agencies are concerned. Under current 

economic conditions, where heightened volatility seems to be the norm both domestically and abroad, and the 

government’s growth assumptions seem to be on the optimistic side, there might not be a lot of room for upsides 

on the fiscal front. Also, additional discussions await the budget in Congress before its final approval slightly less 

than a month from now, and more deficit-enhancing decisions might arise in a context in which governability in 

Congress is not running particularly high. 

Be that as it may, allocating more money to investment has become a norm in budget discussions over the last 

few years. These moves are just business as usual, making fiscal policy hardly a dull matter in Colombia.  

Submitted 

by the 

government

Approved 

by 

economic 

committees

Approved - 

submitted

Approved - 

submitted

% of GDP

Investment A 40,4 47,5 7,2 0,64

Current expenditure B 172,1 169,7 -2,4 -0,21

Total above the line C = A + B 212,4 217,2 4,8 0,43

Debt (interest + amortizations) D 59,3 54,5 -4,8 -0,43

Total C + D 271,7 271,7 0,0 0,00

COP trillion
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Anemic labor demand is the real problem 

Despite the government’s happy announcements about the October 2019 labor market numbers, it seems that in 

reality employment is not recovering yet. This is easily confirmed by looking at Figure 19, below. It’s clear that 

unemployment is still higher, compared to the same month one year before, maintaining the trend observed 

during the last 18 months, in which it has been consistently close to 0.7-1 ppts above the level observed in the 

year before. The optimism of the government comes from the fact that in October the increase was of 0.7 ppts, 

while in previous months it had been around 1 ppt. This does not seem to be a particularly strong recovery. And 

despite the fact that the labor force participation rate increased between September and October, it is still one full 

point below the level observed in 2018, pointing to the fact that the pressure on the labor market is still much 

lower than one year ago (Figure 20). 

Figure 19: National Unemployment Rate, 2013-2019 

 

Source: DANE. EConcept calculations. 

Figure 20: National Labor Force Participation Rate, 2013-2019 

 

Source: DANE. EConcept calculations. 
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We can conclude, from these numbers that, although the situation is not as negative as it was at mid-year, there 

is no basis to speak of a recovery yet.  

Additional evidence is obtained from the 12-month moving average figures, shown in the graphs below. This is a 

probably a better way of looking at the real evolution of the labor market. Unemployment (Figure 21) is still 

increasing and, in fact, at a higher pace during 2019, when compared to 2018 and the years before. It is evident 

that the slope of the curve has not flattened in recent months. The other side of the coin is given by the 

employment rate (which is measured against the population above 14 years of age, as opposed to the 

unemployment rate, which is measured against the entire active population). Notwithstanding the fact that the 

employment rate had been declining slowly since 2017, in the last year the pace of reduction accelerated 

significantly (Figure 22). All this has happened despite a significant reduction in the labor force participation rate, 

which has eased the pressure on the labor market importantly during the last year (which, incidentally, clearly 

indicates that the labor market troubles are not related to the influx of Venezuelans into Colombia). 

 

Figure 21: National Unemployment Rate, 12-Month Moving Average, 2002-2019 

 

Source: DANE. EConcept calculations. 

Figure 22: Employment Rate, 12-Month Moving Average, 2002-2019 
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Source: DANE. EConcept calculations. 

Figure 23: Labor Force Participation Rate, 12 Month Moving Average, 2002-2019 

 

Source: DANE. EConcept calculations. 

These graphs make it quite apparent that there is, indeed, a problem of employment generation that has not been 

corrected and is still biting hard in the labor market. It is not related to excess supply, but rather to declining labor 

demand. Recognizing this fact is key to designing appropriate policies to reduce unemployment, in the context of 

a slow-recovering economy.  

We end this section by briefly analyzing the behavior of past sectoral employment, as shown in Table 2. First, it is 

interesting to note that clearly Colombia is a services/non-tradable-oriented economy (including retail trade), 

despite what many people imply in public debates and the press. Indeed, sectors related to some service or retail 

trade, all of them being, by definition, non-tradable in external markets, comprise close to 16 million jobs, about 

70% of employment. Tradable sectors (agriculture, industry and mining) comprise close to 6.5 million jobs, just 

over 30% of the total. However, going into the changes during the last year, it is worth noting that employment 

losses are taking place in tradable sectors. The non-tradable sectors group, even though kind of a mixed bag, 

overall is still generating jobs. 
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Take, for instance, the construction sector. Despite the fact that the latest growth numbers show that household 

construction is not growing, this activity is actually creating more jobs. Similarly, in the case of personal services, 

though the government claims it is cutting expenditure, the item is also generating more labor demand. 

Conversely, the sectors of the economy that showcase the greatest growth rates are the ones that are destroying 

employment. Agriculture, commerce and even the manufacturing sector are presenting positive and acceptable 

variations, and at the same time are reducing their need for labor. Could it be that these activities are leveraging 

their growth on productivity? 

Table 2: Employment by Sector, 2018-19 

 

Source: DANE. EConcept calculations. 

Thus, we reiterate our conclusion having an adequate diagnosis is required to carry out adequate policies; it is 

time to stop saying that it´s the Venezuelans or that it is a problem coming from the past. There is no doubt that it 

is a problem of labor demand, in all likelihood related to slow growth, combined to inordinate increases in the 

minimum wage, stabilization of public spending and poor performance of key sectors such as commerce, 

agriculture and manufacturing, characterized by very low productivity levels. 

 

Duque’s Epiphany 

 

The fate of the tax reform has become a big unknown. With the final voting in Congress in December 2018, what 

was then called the financing law looked like a done deal. But then came the Constitutional Court, which killed 

what was approved in 2018, because of procedural flaws. And now that the reform has been resubmitted to 
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Congress, politicians are making life miserable for Finance Minister Alberto Carrasquilla. The worst part is that it 

isn’t over yet. 

First, let us look at what was submitted to Congress at the end of October. This is important, because now the 

government is being transparent about the expected tax collections coming from the bill over time (last year, it 

only discussed the revenue numbers for 2019). Table 3, which shows expected revenue flowing from the reform, 

in COP trillions, for 2020-2030, deserves a close look. In order to do that, the numbers presented by the 

government should be split into two separate groups: those representing the direct effects of the proposed 

changes to the tax code, and those representing the indirect effects the reform could have on revenues through 

higher growth and lower tax evasion. 

Belonging to the first group (direct effects) are the VAT paid on sugary drinks and beer; an excise tax on house 

sales worth more than COP 900 million (around $260,000); additional income tax brackets for high-income 

earners; and a tax on dividends paid to residents. To the direct effects group also belong proposed changes to 

corporate taxation on multiple fronts: lower headline rates; a full income tax credit on VATs paid when purchasing 

capital goods; an income tax credit on the municipal ICA tax paid; a tax on profit remittances abroad; and an 

income tax surcharge for financial institutions. 

 

 

 

Table 3. Expected revenue from tax reform submitted to Congress (COP trillions) 

 

Source: reform submitted to Congress; Finance Ministry numbers. 

The indirect effects portion of Table 3 come, on the one hand, from second-round effects lower corporate taxation 

should have on higher growth, higher profits and then in higher tax collections. And, on the other hand, they come 

mailto:andres.escobar@econceptaei.com
mailto:jcecheverry@econceptaei.com
mailto:msantamaria@econceptaei.com
http://www.econceptaei.com/


 
 
 
 
 
                                                                                                                 

 
 

  

Andrés Escobar President EConcept - mailto:andres.escobar@econceptaei.com – Juan Carlos Echeverry Partner EConcept  

mailto:jcecheverry@econceptaei.com Mauricio Santa María Partner EConcept - mailto:msantamaria@econceptaei.com http://www.econceptaei.com 

 
This report is prepared by EConcept Análisis Económico Independiente SAS, exclusively for 

Posse Herrera Ruiz, its clients and friends. 
 

from the second-round effects an improved and strengthened DIAN (Colombia’s tax collection agency) should 

have on lower tax evasion. 

If one aggregates Table 3 numbers into the total for each of the direct and indirect effect groups, and puts the 

resulting numbers relative to GDP, the picture becomes much clearer, as Table 4 shows. The direct effects are, in 

net terms, negative and get to -1% or more of GDP by 2023, as a result of substantial direct losses in revenue 

from cutting corporate taxation. 

The indirect effects, on the other hand, are assumed to be quite positive. Next year they are assumed to be 0.6% 

of GDP, but the sum becomes ever larger, reaching 1.4% of GDP by the end of this administration and 1.8% of 

GDP by the end of the decade. It goes without saying these indirect effects are hard to believe, given their 

magnitude, and the fact that they materialize so early. 

These over-optimistic assumptions produce the revenue required to meet the fiscal rule targets set forth in the 

Medium-Term Fiscal Framework. Under more realistic assumptions, fiscal targets will be much harder to meet 

than what Table 4 implies. 

However, the story does not end here. During an infrastructure congress held in Cartagena on November 21st, 

Carrasquilla gave an optimistic view about the outlook of passing the tax reform before the end of the year. He 

said he did not foresee any real obstacles to having the reform approved by Congress before the end of the year 

in the shape and form the government had submitted it some weeks ago. That very same day, the street protests 

began and, since then, the political world has been suffering severe tectonic shifts. 

As protesters have made the weakness of the government much more evident, politicians have seen a clear 

opportunity to inflict additional pain on the Duque administration through the tax reform bill. They have been 

asking for all sorts of amendments and, to a large extent, have had their way so far. 

Table 4. Expected revenue from tax reform submitted to Congress (% of GDP) 

 

Source: reform submitted to Congress, EConcept. 
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Once a bill is submitted to Congress, a group of congress people, called ponentes, is appointed to see the bill 

through the entire discussion and voting process. In the case of a tax reform, the ponentes hold interminably long 

sessions at the Ministry of Finance, in order to go through every article, and discuss possible amendments. This 

is, of course, quite a delicate negotiation process, in which the Ministry of Finance does whatever it can to keep 

the bill as close to its initial version as possible. 

This time around the ponentes had their way -- big time. They asked for four things: a VAT rebate for the poorest 

20% of the population; a reduction in the health contributions made by pensioners; three days a year without VAT; 

and to extend from two to three years the income tax surcharge on financial institutions. Regarding the first 

proposal, the Ministry of Finance was quick to highlight its inconvenience, saying the 0.22% of GDP loss in 

revenues was nowhere in the fiscal accounts for next year. On the second proposal, which has been rejected by 

governments more than once in the past, the Ministry said it should be introduced gradually, and applied only to 

pensioners earning a pension equivalent to one minimum wage. Regarding the third, the Ministry said ‘why not’… 

The reaction of the ponentes regarding the VAT rebate was to ignore the Ministry’s objections and introduced an 

article creating it. Since the Ministry had talked about the difficulty of squeezing that sacrifice in revenue for 2020, 

the article introduced by the ponentes said the rebate would start in 2021. On the proposal of having three days a 

year without charging VAT, the bill says it would apply to a certain set of consumer goods costing less than 

specific thresholds for each group (for appliances, for instance, the limit would be $400). These no-VAT days 

could become a logistics nightmare. Some say electronic invoicing, not fully implemented in Colombia yet, is a 

prerequisite. 

Regarding the health contributions of pensioners, they did not accept gradualism, but agreed to apply it only to 

retirees earning pensions equivalent to a minimum wage. The foregone contributions from this decision add up to 

approximately 0.06% of GDP. 

In sum, the total cost of the changes introduced by the ponentes currently stand at 0.06% of GDP next year, and 

0.28% of GDP after that. Table 5 shows the revised version of the expected collection of the reform, assuming the 

over-optimistic assumptions about second-round effects materialize. 

Table 5. Revised expected revenue from tax reform after changes introduced so far (% of GDP) 
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Source: reform submitted to Congress, EConcept. 

President Iván Duque tried to present these modifications as gestures of good will to appease protesters. The 

truth is the changes were introduced in spite of the government’s opposition, which takes us to the next obvious 

question: will more changes be introduced, hurting revenue even more? Politicians know what is at stake (lower 

revenues imply squeezing spending), and some of them, Germán Vargas-Lleras (Cambio Radical) and possibly 

César Gaviria (Liberal Party) among them, are asking Duque to work together to get a decent reform approved. 

However, by “working together,” they are not referring only to the tax reform; these politicians also want to join the 

government coalition. Will the president open the door? 

The reform has already been approved by the economic committees of Congress. Now, as the bill moves to the 

floor of both the House and the Senate, Duque has an opening to strengthen his coalition, which he might be 

finally using, as Cambio Radical announced its support to the bill and might, in exchange, be joining the 

government. Also, this time around, the government should make good use of its ability to call for extraordinary 

sessions beyond December 16th; thinking few extra days were required ended up killing the reform last year. Just 

to have an idea of how far discussions can go if required, remember the 2016 tax reform went through its final 

vote on December 29th of that year. 

A final comment is in order, regarding the over-optimistic assumptions about the indirect, second-round effects 

assumed will come from the reform being approved. What if, under a “pessimistic scenario,” these indirect effects 

turn out to be half as large as the Ministry is expecting them to be? The answer is simple: we would move further 

away still from meeting the fiscal rule targets currently in place and, by 2028, the gap would be almost 1% of 

GDP, as Figure 24 shows. 

Figure 24. National Central Government balance under different fiscal rule paths (% of GDP) 
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Source: Ministry of Finance, EConcept. 
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Investment Opportunities in Colombia 

Transportation Sector 

 

1. Roads  

 

Fourth Generation (4G) Road Concessions Projects – First Group Projects 

 

1USD=3198,45 COP (Mean Value of TRM in November) 

Source: National Planning Department, National Infrastructure Agency 

 

Fourth Generation (4G) Road Concessions Projects – Second Group Projects 

 

1 USD=3,411.42 COP (Mean Value of TRM in November, 2019) 

Source: National Planning Department, National Infrastructure Agency 

 

Fourth Generation (4G) Road Concessions Projects – Third Wave Projects  

Length (km)
Contract value

(Millions USD 2016)
Status

190 750.3 Pre-Construction

32 719.1 Pre-Construction

153 1,000.0 Construction

159 937.9 Construction

144 812.8 Construction

145 844.1 Construction

53 1,000.0 Pre-Construction

98 812.5 Construction

146 1,000.2 Construction

1,120 7,876.9

*Al l  With Accredited Financia l  Closure

Total

Autopista al Río Magdalena 2

Autopista Conexión Norte

Autopista Conexión Pacífico 1

Autopista Conexión Pacífico 2

Autopista Conexión Pacífico 3

Road*

Girardot - Honda - Puerto Salgar

Mulaló – Loboguerrero

Perimetral de Oriente de Cundinamarca

Cartagena - Barranquilla

Length (km)
Contract value

(Millions USD, 2016)
Status

176 1,000.0 Construction

254 937.9 Construction

447 1,000.2 Construction

83 969.2 Construction

76 656.5 Pre-Construction

137 437.7
Vicepresidencia 

Ejecutiva

261 1,000.3 Pre-Construction

203 468.9 Pre-Construction

212 969.2
Vicepresidencia 

Ejecutiva

1849 7,439.9

*With Accredited Financial Closure

Road*

Autopista al Mar 1 (2012)

Autopista al Mar 2 (2012)

Santana-Neiva (2013)

B/manda- B/meja - Yondó (2014)

Total

Rumichaca-Pasto (2013)

Popayán-S/der de Quilichao (2013)

Transversal del Sisga (2013)

Villavicencio-Yopal (2013)

P/ta de Hierro -Palmar (2013)
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1USD=3198,45 COP (Mean Value of TRM in November) 

Source: National Planning Department, National Infrastructure Agency 

 

Fourth Generation (4G) Road Concessions Projects – Third Wave Projects (Under review as public 

initiatives without public resources) 

 

1 USD=3,411.42 COP (Mean Value of TRM in November, 2019) 

Source: National Planning Department, National Infrastructure Agency 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Length (km)

Contract Value 

Adaptation Fund 

(Millions USD 2016)

Status

62 531.5 Pre-Construction

133.1 687.8 Pre-Construction

195.1 1,219.3

Road

Pamplona - Cúcuta (2015)

Bucaramanga – Pamplona* (2013)

Total

CAPEX* 

USD
Status

343,916       In review

437,712       In review

218,856       In review

218,856       In review

187,590       In review

218,856       In review

281,386       In review

884,158       In review

2,791,330

Public Initiative

Without Public Resources 

Barbosa – Los Curos 

Ocaña - Cúcuta 

Duitama - Pamplona

Total

Sogamoso – Maní

Mariquita – Chinchiná 

Zipaquirá – Bucaramanga

Pasto - Mojarras

Mojarras - Popayán
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Map of Fourth Generation (4G) Road Concessions Projects 

    

   

Source: National Planning Department 
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 Other Road Projects: Other infrastructure road projects, different to 4G, involve the building, 

rehabilitation, and maintenance of roads. Primarily private initiative.  

 

 

1 USD=3,411.42 COP (Mean Value of TRM in November, 2019) 

 Source: National Planning Department.  

 

2. Airports  

 El Caraño Airport: modernization, adequacy, administration, operation and maintenance of El Caraño 

Airport. Capex: 179 COP billion. Status: Construction. 

 El Dorado – runway: Construction and maintenance of the Second Runway of Bogota’s international 

airport El Dorado. Capex: 100 Million USD. Status: Construction 

 Cartagena Airport: Construction, modernization, adequacy, administration, operation and 

maintenance of the Rafael Núñez Airport. Capex: Indeterminated. Status: Construction. 

  

3. Massive urban transit systems and Strategic Transport 

 San Andrés islands public transport: Construction, rehabilitation, operation, and maintenance of the 

infrastructure associate to the stations, bus stops and supply of rolling stocks (electric fleet) and of the 

technological systems required. CAPEX: 49,25 million USD. Status: On approbation to advance to the 

legal structuring. Benefited population: 70.000 people and1.000.000 tourist/year 

Contract value

(Millions USD, 2016)

Length 

(km)
Status

500.2 256 Pre-Construction

IP Tercer Carril Bogotá 

Girardot (2016)
1,469.4 150 Pre-Construction

IP Accesos norte a la 

ciudad de Bogotá D.C. 

(2014)

437.7 53 Pre-Construction

781.6 148 Construction

2,032.2 86 Construction

1,156.8 354 Pre-Construction

594.0 350 Construction

1,000.4 157 Construction

719.1 193 Pre-Construction*

1,031.7 493 Pre-Construction*

1,000.4 111 Pre-Construction

Total 10,723.5 2352

*With Financial Closure

IP Cesar y la Guajira* (2015)

IP Vías del NUS* (2013)

IP Neiva – Girardot* (2014)

IP Antioquia – Bolívar* (2015)

IP Buga – Buenaventura

Project

IP Cambao – Manizales (2013)

IP Ibagué – Cajamarca* (2012)

IP Chirajará – Fundadores / 

IP Malla Vial del Meta (2013)
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 Magdalena River navigability: Access channel to Barranquilla Port – La Gloria Port - 457km, and 

access to La Gloria – Barrancabermeja – 200 km. CAPEX: 376,9 USD. Status: In adjustments to the 

structuring. 

 

II. Energy and Mining Sectors 

 

Ministry of Mines and Energy – National Development Plan: 

 

Projects considered in building phase  

 

Source: UPME, Plan de Expansión 2017-2031 

 

 

 

 

 

 

 

 

 

 

 

Project
Capacity 

(MW)

Date Starts 

Operation

Gecelca 3.2 250 November 2017

Temomechero 57 January 2018

Termonorte 88 September 2018

300 November 2018

600 February 2019

900 May 2019

1,200 August 2019

1,500 September 2021

1,800 December 2021

2,100 March 2022

2,400 June 2022

Total 11,195

Ituango*

mailto:andres.escobar@econceptaei.com
mailto:jcecheverry@econceptaei.com
mailto:msantamaria@econceptaei.com
http://www.econceptaei.com/


 
 
 
 
 
                                                                                                                 

 
 

  

Andrés Escobar President EConcept - mailto:andres.escobar@econceptaei.com – Juan Carlos Echeverry Partner EConcept  

mailto:jcecheverry@econceptaei.com Mauricio Santa María Partner EConcept - mailto:msantamaria@econceptaei.com http://www.econceptaei.com 

 
This report is prepared by EConcept Análisis Económico Independiente SAS, exclusively for 

Posse Herrera Ruiz, its clients and friends. 
 

Oil exploration projects for Colombia in 2019 

 

Source: Ecopetrol. 

 

Ecopetrol’s Investment plan for 2018-2019 

 

Source: Ecopetrol  

 

III. Others  

 Penitentiary Infrastructure: Structuring technical, legal and financial under the PPP mechanism which includes 

the construction of prisons in Barrancabermeja, Uramita. Capex: USD 304 million (Uramita) and USD 273.6 

million (Barrancabermeja). Status: Phase 2.  

 

 Water and Sewage: Construction, operation and maintenance of Santa Marta’s aqueduct. Capex: USD 1702.3 

million. Status: Feasibility. Construction, operation and maintenance of the CANOAS residual water treatment 

plant. Capex: USD 2,522.9 million. Status: Feasibility studies.   

 

 Schools: Construction, managing, operation, maintenance and not educational services in 16 schools in Ibagué 

and Soacha. Capex: USD 198.22 million. Status: Feasibility studies (Ibagué); In approval process (Soacha).  

 

Exploration Projects Year Participants

Jaspe-8 2019 Forntera 70% - Ecopetrol 30%

Cura 7000 ST 2019 OXY 52% - Ecopetrol 48%

Provenza-1 2019 Ecopetrol 100%

Mamey West-1 2019 Hocol 100%

Andina Norte-1 2019 Parex 50% - Ecopetrol 50%

Pastora Sur-1 2019 OXY 70% - Ecopetrol 30%

Boranda-2 ST 2019 Parex 50% - Ecopetrol 50%

Cosecha CW-01 2019 OXY 70% - Ecopetrol 30%

Cosecha CW-01-ST-1 2019 OXY 70% - Ecopetrol 30%

Habanero-1 2019 Parex 80% - Ecopetrol 20%

USD million Investment 2018

Production 2,149 2,415 2,760

Exploration 271 420 480

Refining and Petrochemistry 219 385 440

Transport 221 245 280

Operation 57 35 40

Total 2,917 3,500 4,000

Investment 2019 

(projected)
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 Museums: Construction of 8 national order museums in Cartagena, Santa Fe de Antioquia, Villa de Leyva, 

Honda, Villa del Rosario, Popayán (x2) and Ocaña. Capex: USD 41.64 million. Status: In review of Cultural 

Ministry 

 

 National Parks: Operation and development of ecotouristic services in Tayrona Natural National Parks, and 

Salamanca Park. Capex: USD 71.4 million. Status: Feasibility studies. 

 

 Urban Renewal Buildings in Bogotá: Structuring technical, legal and financial services for the construction of the 

Judicial Citadel of Bogotá. Capex: USD 312.84 million. Status: Structured. Estimated start date bidding process: 

II Semester 2019. Construction, operation and maintenance of student housing in Medellín. Capex: USD 79.2 

million. 

 

 Electric Energy: Rehabilitation, operation and maintenance of the infrastructure of an electric energy generation 

system, in Military Air Units – MAU of Colombian Force – CAF. Capex: USD 21.7 million. Status: Feasibility 

studies. 

 

IV. Public – Private Partnerships Projects without public funds 

 

The purpose of these projects is to facilitate private sector participation in infrastructure projects, to the extent that private 

entities are now entitled to propose projects of this nature to either National or Regional Governments, as well as to invest in 

economic sectors in which private involvement has traditionally been scarce. This is the case of education, health, justice, 

defense and public building construction, among others. 

 

Number of Public-Private Partnerships Projects by Sector  

mailto:andres.escobar@econceptaei.com
mailto:jcecheverry@econceptaei.com
mailto:msantamaria@econceptaei.com
http://www.econceptaei.com/


 
 
 
 
 
                                                                                                                 

 
 

  

Andrés Escobar President EConcept - mailto:andres.escobar@econceptaei.com – Juan Carlos Echeverry Partner EConcept  

mailto:jcecheverry@econceptaei.com Mauricio Santa María Partner EConcept - mailto:msantamaria@econceptaei.com http://www.econceptaei.com 

 
This report is prepared by EConcept Análisis Económico Independiente SAS, exclusively for 

Posse Herrera Ruiz, its clients and friends. 
 

 
Source: National Planning Department – RUAPP (October 2019) 

 

 

 

Forecast table  

Sector Hired
Feasibility 

Studies
Rejected

Pre-Feasibility 

Studies
Total

Agriculture 2 2 4

Water and Sewage 27 2 29

Science, Techn. And Innovation 1 1

Commerce, Industry and tourism 2 2

Culture 3 1 4

Public Buildings and Urban 

Renewal
1 7 92 4 104

Education 6 2 8

Justice 3 4 7

Public Lighting 1 7 2 10

Healtsh care 5 10 15

TIC 2 4 6

Transport 16 23 273 22 334

Housing 1 1

Total 17 48 418 42 525
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Source: DNP, DANE, Ministry of Finance and EConcept’s calculations 

 

 

 

 

 

 

2014 2015 2018 2019f* 2020f*

Population Millions 47.5 47.9 48.2 48.2 48.6

Real GDP Trillions of 2015 COP 781.6 804.7 854.7 882.3 913.2

% change 4.7 3.0 2.7 3.2 3.5

Nominal GDP

   In pesos Trillions of current COP 762.9 804.7 976.1 1,040.5 1,112.1

% change 6.6 5.5 6.1 6.6 6.9

   In dollars Billions of current USD 381.3 293.5 330.1 317.2 320.4

% change 2.9 -23.0 5.9 -3.9 1.0

GDP deflator 1.0 1.0 1.1 1.2 1.2

Consumer prices (end of period) % change 3.7 6.8 3.2 3.8 3.3

Nominal exchange rate (average) COP/USD 2,001 2,742 2,956 3,280 3,471

% change 3.8 37.0 0.2 10.9 5.8

Real exchange rate (average) 2010 average = 100 103.7 126.9 123.3 128.6 131.8

% change 2.6 22.4 -1.2 4.3 2.4

Repo rate (end of period) % (end of period) 4.5 5.8 4.3 4.25 4.25

Nominal interest rate (DTF) % (end of period) 4.3 5.2 4.5 4.3 5.0

Current account balance Billions of current USD -19.8 -18.6 -12.7 -13.0 -12.5

% of GDP -5.2 -6.3 -3.8 -4.1 -3.9

Capital account balance Billions of current USD -19.3 -18.2 -12.1 -13.0 -12.5

% of GDP -5.1 -6.2 -3.7 -4.1 -3.9

Exports Billions of current USD 54.9 36.0 41.8 40.0 41.9

% change -6.7 -34.4 10.5 -4.4 4.7

Exports (goods and services) Billions of current USD 47.8 29.4 32.9 30.6 32.1

% change -6.7 -38.6 9.0 -7.0 4.7

Imports Billions of current USD 61.1 51.6 48.9 55.0 57.7

% change 7.9 -15.5 11.3 12.4 4.9

Imports (goods and services) Billions of current USD 49.4 43.9 32.3 36.2 38.0

% change 7.9 -11.2 -12.0 12.0 4.9

Consolidated fiscal balance % of GDP -1.8 -3.4 -2.2 -1.7 -1.0

Central Government Fiscal Balance % of GDP -2.4 -3.0 -3.1 -2.4 -2.2

f*:all values are forecasts
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-15.1
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3.2
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11.4
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47.9
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