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Subject :  Colombia - Sta f f   Repor t   fo r   t he  1981 Article IV Consul ta t ion 

The fo l lowing   cor rec t ion   has   been  made i n  SM/82/17 (1/26/82): 

Page 3 ,  l a s t  p a r a . ,   l i n e  6 :  f o r   " p r o f i t s  of t h e  Banco de l a  Republica" 
read " p r o f i t s  on exchange  operations by t h e  
Banco d e  l a  Republica" 

A correc ted  page is a t tached .  
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Table 2. Colombia:  Balance  of  Payment8 

(In b i l l i o n 8   o f  U.S.  d o l l a r s )  

Prel. Eat . 
1977  1978  197  9  1980 1981 

Current   account  
Exports 

Import s 
Serv icee   and   t r ans fe r s   (ne t )  

Of which:  coffee 

Cap i t a l   accoun t  
P r i v a t e  

Long-term ( n e t )  
Short- term  (net)  

Publ ic ,  long-term ( n e t )  

E r ro r8  and omier,. m c l  ( n e t )  
and SDR a l l o c a t i o n s  

O v e r a l l   e u r p l u s   o r   d e f i c i t  (-) 

Memorandum item 

0.4 0.4 
2.7 3.3 

(1.6)  (1.9) 
-2.0 -2.6 
-0 3 - 0 . 3  

- - 

" 0 02 
0.1 -0.2 

(-0.1) (0.1) 
(-0.1, (-- 1 

0.2 0.1 

- 

(2.1) (2.3) (1.6) 
-3.0 -4 .3  -4.9 

0- -0.3 -0.6 

0.9 1.4 1.9 
0.4 0.6 1.1 
- - - 

(0.6) (0 .5)  (0.6) 
( - 0 . 2 )  (0.1) ( 0 . 5 )  

0.5 0.8 0 .  8 

Current   account  a 
percentage of CDP 2.0 l e 6  2.0 -0 .6 -4.7 

Sources: Banco d e  la  Republica;   and Fund s t a f f  estimates. 

I n f l a t i o n ,  as measured  by  the rise i n   t h e   c o s t   o f   l i v i n g   i n d e x ,  
cont inued a t  a 26-1/2 pe r   cen t   annua l   r a t e   du r ing   1981 ,  a  phenomenon 
a t t r i b u t a b l e   i n   s u b s t a n t i a l   d e g r e e   t o   i n g r a i n e d   i n f l a t i o n a r y   e x p e c t a -  
t ione and t o   t h e   h i g h   d e g r e e   o f   i n d e x a t i o n   i n   t h e  economy. 

F i s c a l   p o l i c y  was r e l a t i v e l y   c o n s e r v a t i v e .  The o v e r a l l   d e f i c i t  of 
t h e  nonf inanc ia l   publ ic   sec tor   rose   f rom  0 .8  p e r  c a n t   t o   1 . 6   p e r   c e n t  
of GDP e n t i r e l y  on  account of an   expans ion   in   publ ic   inves tment .   Publ ic  
s av ings   dec l ined   marg ina l ly   t o   5 .1   pe r   cen t  of GDP, t h e   f a l l   i n   c o f f e e  
e x p o r t   t a x   r e c e i p t s   b e i n g   o f f s e t   b y   h i g h e r   c o l l e c t i o n s  of i n d i r e c t  
t axes   and   l a rge r   t r ens fe r s   o f   p ro f i t s   on   exchange   ope ra t ionR by t h e  
Banco de  la  Republica,  and c u r r e n t   e p e n d i n g   r i s i n g   m o d e r a t e l y   i n  rela- 
t i o n   t o  GDP. As i n   t h e   r e c e n t   p a s t ,   t h e   e n t i r e   p u b l i c   s e c t o r   d e f i c i t  
was f inanced   f rom  abroad   bu t ,   in   cont rae t   to   what   occur red   in   the  two 
p reced ing   yea r s ,   t he re  was no l a rge   ne t   bu i ldup   o f   pub l i c   s ec to r   depoe -  
i t 8  i n   t h e  Banco de l a  Republica  (Table 3) .  
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Table 3. Colombia: Public  Sector  Operations 

(h per  cent of GDP) 

I 

L 

Est e 

1977 1978 1979 1980 1981 

Current  revenues 
Of which: taxes 

Current  expenditure 
Of which: t r ans fe r s  

Current  account  surplus 
o r   d e f i c i t  (=) 

CaDital exoenditure 

Overall  surplus or 
d e f i c i t  (-) 

External  financing (net) 

Internal financing (net) 
Of which: Banco de l a  

Republica  (net) 

16 00 - 
(8.5) 

11.5 - 
(3 .3)  

4.5 

4  .7 

- 
- 
- -0.2 

0.4 

-0.2 

(-0. 3 )  

Sources:  Controller  General 's  Office:  Ministry of  Finance; Banco 
de  la  Republica;  and Fund s t a f f  estimates. 

Through the  use of a number of fiscal and quasi-fiscal  instruments 
the  authorities  cushioned  the impact of the  sharp  decl ine  in   the  value 
of  coffee exports on  coffee  producers' incomes; these were allowed t o  
expand i n  nominal terms by an  estimated 20 per   cent ,   for  a real  decl ine 
of only 6 per  cent.  

With the  disappearance of the   publ ic   sec tor ' s   in te rna l   surp lus ,   the  
Banco de  l a  Republica's  net  domestic assets declined by only 6 per  cent 
in r e l a t ion  to  ita s ta r t ing   a tock  of l i a b i l i t i e s   t o   t h e   p r i v a t e   s e c t o r ,  
i n  contrast   with  contraction8 of 53  per   cen t   i n  1979  and 29 per cent i n  
1980. In addi t ion,   there  was no ne t  placement of Banco de l a  Republica 
bonds in  the   p r iva te  market  whereas, i n  1979 and  1980,  the Bank had 
captured  large amounts of funds  via  an  aggressive open  market  policy. 
Almost the ent i re   increase  i n  the  resources of the  f inancial   system was 
thus made ava i lab le   to   the   p r iva te  sector (Table 4). 


