
COLOMBIA
Table 1 2022
Population, million 51.6

GDP, current US$ billion 343.9

GDP per capita, current US$ 6664.3

International poverty rate ($2.15)a 6.6

Lower middle-income poverty rate ($3.65)a 16.0

Upper middle-income poverty rate ($6.85)a 39.2

Gini indexa 51.5

School enrollment, primary (% gross)b 112.7

Life expectancy at birth, yearsb 74.8

Total GHG emissions (mtCO2e) 262.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

GDP grew 7.5 percent in 2022, with

the economy operating above potential,

inflation reaching 13.1 percent, and the

current account deficit increasing to 6.2

percent of GDP. As the output gap clos-

es, growth is expected to slow down and

inflation to decelerate in 2023. Key risks

include inflation inertia, slower-than-ex-

pected external demand, and pressures

for greater spending. Poverty reduction

is projected to decelerate driven by ris-

ing costs of living.

Key conditions and
challenges

The macroeconomic policy framework
remains solid, with an upgraded fiscal
rule, a credible inflation targeting regime,
and a flexible exchange rate. This pro-
vides a good foundation to secure
macroeconomic stability, a key ingredient
for poverty reduction, and resolve four
vulnerabilities.
One, the rate of potential growth is insuf-
ficient to secure a convergence in income
per capita to high-income countries. Low
capabilities of firms, institutional short-
comings, and inefficient factor markets
weigh on productivity growth. Reliance
on commodity exports leaves the econo-
my vulnerable to external shocks and de-
carbonization efforts of trading partners
over the long run.
Two, Colombia remains one of the most
unequal countries in the world. Economic
growth alone has not been sufficient to
reduce inequality, as barriers to economic
opportunities persist for certain groups
(including by gender, ethnicity, and ge-
ography), limiting socioeconomic mobil-
ity. Reducing poverty durably and in-
creasing resilience among the non-poor
will require expanding the coverage and
adaptiveness of the social security sys-
tem, reducing rigidities in inclusion to
social programs, making labor markets
more efficient and inclusive, and improv-
ing the level and quality of education,
health, and infrastructure.

Three, a high (although declining) debt-to-
GDPratioreducesthefiscalspacetorespond
to aggregate shocks or increase spending
sustainablywithoutadditionalresources.
Four, Colombia needs to transition to net
zero emissions; to a climate-resilient econ-
omy; and to a world that requires less oil
and coal. In addition to substantial invest-
ment and mobilization of financing, this
will require stepping up productivity and
technology adoption, managing the job
transition, diversifying exports, reversing
deforestation, and greening the energy, in-
frastructure, and transport sectors. Recent
reforms (for example to taxes and green
finance) tackle some of these issues, but
more reforms are needed.

Recent developments

GDP grew 7.5 percent in 2022, putting
activity above potential. The rebound of
repressed private consumption and the
lagged effects of expansionary fiscal and
monetary policies buoyed growth. Com-
merce and manufacturing were the pri-
mary drivers of supply, while extractive
industries remained weak owing to lag-
ging investment.
The labor market has been getting tighter.
Employment and labor force participation
have increased, although less so for rural
areas and high-poverty regions, and in-
formality slightly declined. Employment
stabilized around 3.5 percent above pre-
pandemic levels and the unemployment
rate declined to 9.8 percent in 2022Q4.
However, formal wage gains were fully
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FIGURE 2 Colombia / Actual and projected poverty rates
and real GDP per capita
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eroded by inflation, and the inactive pop-
ulation remains high.
Inflation reached 13.3 percent in January
2023, driven by strong demand, inflation
inertia, indexation of rents, crop losses due
to heavy rains, and currency depreciation.
With inflation expectations for end-2023 at
8.9 percent, the central bank has increased
the monetary policy rate to 12.75 percent,
pushing real policy rate above 4 percent.
The current account deficit (CAD) increased
to 6.2 percent of GDP in 2022. The strong re-
covery of primary income payments offset
improvements in the balance of trade, dri-
ven by high oil and coal prices. Foreign di-
rect investment (FDI) increased relative to
2021, and net borrowing came down.
The central government deficit continued
to decline, driven by buoyant taxes,
strong oil-related non-tax revenues, and
zero real growth in transfers to house-
holds and in wages and salaries. The gov-
ernment has been gradually increasing
gasoline prices to reduce spending on fu-
el subsidies. In November, Congress ap-
proved a tax reform worth around 1.3
percent of 2023 GDP. Gross general gov-
ernment debt declined to 65.4 percent of
GDP in 2022 and spreads continued to in-
crease, with greater volatility.
Only a modest reduction in poverty is es-
timated for 2022 (at $6.85/day). Inflation,

especially food inflation (at 27.8 percent),
eroded labor income gains, offsetting an
estimated 5 percentage points of growth-
driven reduction in the national poverty
rate. The strong La Niña phenomenon has
affected over 750,000 people and damaged
dwellings, as well as health, education,
road infrastructure, and crops.

Outlook

The economy is expected to face a soft
landing in 2023, with the closure of the
output gap and growth falling to 1.1 per-
cent. Amid high inflation, tighter mone-
tary and fiscal policies, weak external de-
mand, and a deceleration of real credit
growth, the bout of repressed consump-
tion is expected to come to an end and in-
vestment growth to decelerate. Growth is
projected to stabilize at 2.8 percent in 2024,
as external demand resumes, and inflation
and interest rates come down.
The CAD is projected to decrease to 4.4
percent of GDP in 2023 and to 4.0 percent
by 2025, as imports grow weaker, while
export volumes contract under a subdued
external demand in 2023 and then pick
up in 2024, and payments to foreign in-
vestors also moderate.

The central government’s deficit is project-
ed to decline in compliance with the fiscal
rule. The new tax reform, the strengthen-
ing of tax administration, and high capital
revenues should buoy revenues, allowing
to expand social transfers. The debt-to-
GDP ratio is projected to keep declining
over the medium term.
Poverty is projected to stagnate in 2023, as
lower growth hampers the recovery in la-
bor incomes. Inflation, and its impact on
real incomes and food security, is a source
of concern, as it is the impact of climate
shocks. Restructuring the social protection
system, including in coverage and adap-
tiveness to shocks, would help lower
poverty in the medium term.
The profile of medium-term risk is tilted
to the downside. Risks include high do-
mestic inflation inertia (with high-for-
long interest rates); a greater-than-ex-
pected slowdown of the world econ-
omy and tighter financing conditions
(leading to further currency deprecia-
tion); rising risk premia weakening pri-
vate investment; pressures for greater
spending and a slower reduction of the
deficit. The materialization of these risks
could slow down growth, diminishing
prospects for reducing poverty and in-
equality, and delay the reduction of the
public debt-to-GDP ratio.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.3 11.0 7.5 1.1 2.8 2.8

Private Consumption -4.9 14.5 9.5 0.7 2.8 2.8
Government Consumption -0.8 9.8 1.4 1.3 1.2 1.2
Gross Fixed Capital Investment -24.0 17.3 11.8 2.3 6.0 5.6
Exports, Goods and Services -22.7 15.9 14.9 -3.0 6.2 6.5
Imports, Goods and Services -19.9 26.7 23.9 -2.2 4.4 4.7

Real GDP growth, at constant factor prices -7.4 10.6 7.2 1.1 2.8 2.8
Agriculture 2.3 3.1 -1.9 2.8 4.5 3.1
Industry -15.3 8.9 6.8 0.8 4.2 3.1
Services -4.9 12.1 8.3 1.1 2.1 2.7

Inflation (Consumer Price Index) 2.5 3.5 10.2 11.2 6.3 3.7
Current Account Balance (% of GDP) -3.5 -5.6 -6.2 -4.4 -4.2 -4.0

Fiscal Balance (% of GDP) -7.2 -7.1 -6.1 -4.4 -3.3 -3.2
Revenues (% of GDP) 26.0 26.6 27.4 29.2 28.7 27.9
Debt (% of GDP) 67.3 65.7 65.4 63.1 61.2 61.0
Primary Balance (% of GDP) -4.3 -3.7 -1.7 -0.1 0.8 0.9

International poverty rate ($2.15 in 2017 PPP)a,b 9.4 6.6 6.4 6.4 6.4 6.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 19.3 16.0 15.5 15.5 15.5 15.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 42.2 39.2 38.8 38.9 38.8 38.8

GHG emissions growth (mtCO2e) -1.9 -0.4 -0.9 -0.9 -0.7 -0.1
Energy related GHG emissions (% of total) 26.2 24.5 23.1 22.9 22.7 22.5

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