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Country: Colombia

Social and Economic Background of Colombia

According to the World Bank, in 2003, Colombia had a population of 44.6 million people, 63% of whom were between the ages of 15 and 64. At the end of 2004 the PPP adjusted GDP per capita in current international dollars was $7,121, a 4.43% increase from 6,819 in 2003. According to a 2004 Consultative Group to Assist the Poor (CGAP) report, 26.5% of Colombians are living with an income of less than $2 a day. In 2003, the unemployment rate was 14.2% according to the International Labour Organization. The informal sector employed 65% of the working age population in 2003. The size of the informal sector decreased by 3% from 2002 to 2004 after labor reforms were introduced. The informal economy accounted for 39.1% of GNI in 2003 based on World Bank statistics. The World Bank reports Colombia has a primarily service-based economy with the services sector accounting for 55.4% of GDP in 2003. According to the IMF, Colombia’s M2/GDP ratio was 0.28 in 2004. The IMF estimates that Colombia received $3.17 billion in worker’s remittances in 2004. In 2003, Colombia received $802 million in official development assistance and $1.762 billion in foreign direct investment, according to the OECD and IMF. Colombia’s GINI index in 1999 was 0.58, as reported by the World Bank.
The currency of Colombia is the peso (COP). The average exchange rate was COP2,504.7:US$1 in 2002, COP2,877.5:US$1 in 2003 and COP2,628.4:US$1 in 2004, according to the Economist Intelligence Unit (EIU).The Financial Sector Assessment Program (FSAP) of the World Bank and IMF in Colombia is completed. The Financial System Stability Assessment  (FSSA) report of August 2005 in Colombia does not cover the major microfinance issues.
Doing Business in Colombia

The World Bank uses several indicators to assess the business environment of a country. In 2004 in Colombia, entrepreneurs were required to go through 14 steps over 43 days to start a business, at a cost of 27.4% of GNI per capita. The cost is lower than the regional average of 28.9% of GNI and OECD average of 44.1%. The regional average number of procedures is 11 over 70 days.

In Colombia the average time to register property is 23 days. The number of procedures is 7, compared with the OECD average of 4 and the regional average of 6.

The cost of creating collateral in Colombia was 38.9% of income per capita in 2004. On the 2004 World Bank Credit Information Index, Colombia had a score of 4 on a scale of 0 to 6, compared with the regional average of 4.7 and OECD average of 5.0. On the World Bank Disclosure Index, Colombia scored 2 on a scale from 0 to 7, compared to the regional average of 2.3 and OECD score of 5.6. Colombia does not have an official public credit bureau but has three private bureaus, namely Computec, Datacrédito and Covinoc.

Regulatory and Legal Environment of Colombia

According to the World Bank, it takes 37 procedures and 363 days from the time a plaintiff files a lawsuit to when they are actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 18.6% of debt value. Filing bankruptcy takes about 3 years with a cost of 1% of estate value. The recovery rate for creditors in Colombia is $0.552 per US$1.
According to Francisco Jose Abate-Frajul, Policy Change Coordinator at Women's World Banking, there are interest rate ceilings in the usury laws. In order to broaden access to credit, the government has introduced a number of laws governing microfinance. Law 590 of 2000 promotes the development of micro, small and medium-sized enterprises, defines microenterprise and microcredit systems and establishes the Microbusiness Council. Accoding to CGAP, the government regulated financial institutions include commercial banks, commercial finance companies, finance cooperatives or savings-and-credit cooperatives and multi-active cooperatives with a savings-and-credit section. These institutions can charge fees and commissions that aren’t considered interest. Interest rates on loans outside this category are limited by usury laws. NGOs are not regulated but still need to comply with corporate tax and regulatory burdens, including the regional minimum capital requirement and cost of compliance with non-prudential regulation as well as the limitation on interest rates applicable to supervised institutions. 
Francisco Jose Abate-Frajul states that, in 2001, the Microbusiness Council issued a regulation which set the conditions for fees, and established 7.5% per annum as the limit for microlending. Since 2002 President Alvaro Uribe has instituted additional reforms. The Superintendent of Banks created a reporting category for microcredit and promoted microfinance through directed credit. This provided incentives for banks to expand into the microfinance sector as retailers and wholesalers, lending to NGOs and Commercial Finance Corporations (CFCs). Law 795 of 2003 distinguishes between microcredit and consumer credit. Other 2003 regulations permitted CFCs to borrow from commercial banks, develop savings accounts and charge commissions to increase revenues. 
According to the United States Trade Representative, Colombian legislation has helped attract foreign investment by allowing full foreign ownership in almost all sectors of the economy. 
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Colombia

According to estimates from the World Savings Bank Institute, 40% of the population has a bank account. Due to the recent reforms, private and public banks provided 57% of all microcredit in 2003. NGOs provided 40% of all microcredit. A recent CGAP study includes over 30 microfinance NGOs providing loans to the poor in Colombia.
According to CGAP’s Country Indicators for Colombia, the total assets of the 28 commercial banks were USD$15,771,642 in 2003, of which only 0.5% was microcredit. None of the 25 financial corporations had assets attributed to microcredit. 2.4% of the $654,000 in total assets for the 75 commercial finance companies and leasing companies was microcredit. Only 0.8% of the $110,000 in total assets for the 52 finance cooperatives was attributed to microcredit. 
According to the World Council of Credit Unions, there are 5 credit unions in Colombia, serving 251,563 members. 

According to Mix Market data, Fundación Mundo Mujer-Popoyán, Fundación WWB-Cali, Corporación Mundial de la Mujer-Medellín, Fundación Mundial de la Mujer-Bucaramanga, Corporación Mundial de la Mujer Colombia-Bogotá, Finamerica and Actuar Tolima are among those MFIs that achieved operational self-sufficiency in 2003, with 242,920 active borrowers in total. MFIs in Colombia offer a wide range of service including microloans, business training to micro entrepreneurs, and other financial services.

According to SEEP Network’s study of microfinance networks, there is a microfinance association in Colombia, Red Estratégica para el Desarrollo Integral de la Microempresa (Redesarrollo), which serves not only MFIs in Colombia but also those in other Latin American countries.  Redesarrollo was established in 2002 to promote integral development of microenterprises by promoting best practices and influencing public policies. The network has 21 members, 18 MFIs, and 3 corporations. Cooperativa Emprender is a network of 36 Colombian NGOs serving 305,068 clients that facilitates credit, and promotes savings and microfinance.

According to ACCION, there are over 3 million potential microfinance clients in Colombia. As of 2004 only 442,109 clients or about 13.6% of the market had been reached.
National Committee Activities in Colombia

Twenty-five members who represent the key actors of the microfinance sector in the country established Colombia's National Committee in November 2004. Government institutions, banking institutions, academy sector, NGOs and international organizations are involved in the National Committee's activities. The National Committee is making an effort to build a national database on the microfinance sector in order to fill diverse information gaps. This information will provide a picture of the microfinance status in Colombia and will contribute to the establishment of a strategy plan. The National Committee is also planning to create a database of the different research studies on the microfinance sector that have been conducted during the past 2 years. Some studies will be publicly disseminated on the National Committee's webpage. A thorough analysis of these studies will also provide clear information on what else needs to be studied in the specific objective of the Year –- to build inclusive financial sectors. 

A series of press conferences and working tables on sectoral and thematic issues (such as rural credit, regulations, etc.) are being organized. A series of documents analyzing the most critical barriers to microfinance are also being published during the Year. A publicity campaign is being launched via radio, TV, and in schools and Universities. The Committee is also contributing to the UN Blue Book and the UN Microfinance Matters Newsletter. 
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