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Colombia has grown into one of the leading economic powers in the region over 
the past 10 years, overtaking countries such as Chile, Argentina, and Brazil in 
annual percentage GDP growth. 

Despite the continent’s many political challenges, Colombia is now a major 
destination for many international companies and investors. And rightly so, 
because with Medellin (named the world’s most innovative city in 2013 by the 
Wall Street Journal) and Bogota (Latin America’s second fastest growing mega 
city), Colombia provides an attractive market for international expansion. 

The country’s undisputed strengths include its geographical location, abundance 
of natural resources, and an innovative business environment that has been 
fostered by the local government and flourished thanks to its talented and well-
educated workforce. 

1COLOMBIA
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Geographical Location
Colombia’s geographical location is a major advantage 
that heavily contributes to the country’s commercial 
success. Bordering two oceans and serving as a link 
between Central and South America as well as the 
Caribbean, Colombia is regarded internationally as an 
important strategic trading partner. 

This is made evident by the number of established 
free trade agreements in the region and throughout 
the world, including strong trade partnerships with  
the USA and EU. Trade volumes with the world power 
China, Colombia’s second largest trading partner since 
2018, is also growing steadily. A bilateral free trade 
agreement is only a matter of time.

Natural Resources
The enormous wealth of natural resources account for 
the majority of Colombia’s exports. High temperatures 
and frequent rainfalls shape the third largest country 
of Latin America as an agricultural utopia with extreme 
biodiversity. It is 1 of only 17 countries in the world that 
boasts the label “megadiverse” and is ranked 2nd on 
the list, only behind Brazil.

Agriculture and commodities drive most of the national 
industries. Some of the top export items from Colombia 
include coal, petroleum, coffee, flowers, bananas, and 
gold. 

Innovative Promotion of Human Capital
Colombia is the fastest growing country in Latin 
America, due, in part, to its emphasis on innovation 
and promotion of early-stage entrepreneurship. One 
result of Colombia’s domestic investment strategy is 
the education and promotion of its human capital. By 
equipping the eager generation of youth with accessible, 
quality education and technological expertise, Colombia 
has developed a reputation as the region’s tech leader. 

At the World Economic Forum in Davos in 2019, the 
city of Medellín was named 1 of 8 global centers for 
the 4th Industrial Revolution and is being dubbed by 
some as the “Silicon Valley of Latin America.” Home-
grown unicorn Rappi, the booming adoption of mobile 
technology, and the rapid shift towards clean energy 
and transportation are all factors that have helped the 
country earn its reputation. 

1COLOMBIA
The Gateway to
South America



1COLOMBIA
The Gateway to
South America

  

Coastal 
Tourism

Booming 
Real Estate

Barranquilla

Fruit and Meat
Industry

Medellin
Most Innovative City
on the Continent

Zona Cafetera
(Coffee Region)

Bogotá

Crude Petroleum and
Coal Briquettes
(57% of exports)

Precious Metals,
Steel, and Iron

Amazon Region

Tourism
Fish Industry

Megadiversity
(1 of 17 Countries
Worldwide)

GDP growth 3%, 3350 COP/USD (approx.), min. wage 850’000 COP, 9.3% Unemp.
MACROECONOMIC FIGURES

Agriculture

7.2% 30.8% 62.6%

Industry Services
DISTRIBUTION OF GDP (2020)

POPULATION
50.65 Million
Colombians

67th
Ease of Doing 
Business

Fastest Growing 
Mega City in 
Latin America



Some peculiarities should be taken into account when 
doing business in Colombia. Become familiar with these 
key points before investing time, money and other valuable 
resources in your market expansion process.
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1. ESTABLISHING BUSINESS RELATIONS
Establishing business relations in Colombia can pose 
certain challenges. One difference that can cause 
problems if not taken into account is extended payment 
terms. Invoices are usually paid within 90 days instead of 
30 days as is the standard practice in Europe, Asia, and 
North America. Such delays in receiving payments can 
create negative cash flows which puts disproportionate 
stress on startups and can cause headaches for larger 
firms that aren’t used to such terms.

Colombian businessmen can also be rather skeptical 
towards foreigners. Deals have gone sour and local 
businesses have been burned by outsiders looking to 
make a quick buck and get out. As a result, earning the 
trust of a local partner takes time and proof of your 
intention to invest in their success, not just your own.

Another aspect that complicates business relations 
is Colombia’s high context culture. For instance, it is 
relatively uncommon to hear a direct “no, thanks” or 
“we are not interested.” Such open negative statements 
are perceived as rude in Colombian culture. Rather, one 
must deduce from the context whether the counterpart 
is interested in a proposal, partnership, etc or not. 
This is not easy to pick up on if you are from a country 
that has a much more direct communication style, 
and it can cause confusion and/or frustration when it 
seems like the other party is avoiding your attempts to 
communicate. 

If you have trouble navigating the unfamiliar cultural 
environment, it can help to consult with a local firm 
who guide you on how to communicate and operate or 
hire outside help to act on your behalf. 

As you learn the customs and behaviors, you can make 
adjustments and adapt in order to handle these issues 
with finesse and efficiency.

2. PROTECTION OF FOREIGN INVESTORS
Colombia possesses very investor friendly FDI (foreign 
direct investment) regulations that base on four 
fundamental principles:

Equal Treatment: foreign nationals and Colombians 
have identical rights for investment purposes.
Universality: foreign investments are admitted in all 
sectors of the economy (with the exception of “national 
defense”, “disposal of toxic and hazardous waste,” and 
certain investments in sensitive border regions.
Investment Approval: as a general rule, FDI does not 
require prior authorization by the government.
Stability: as a general rule, the registration of 
investments may not be modified.

3. CORPORATE REGULATIONS
In order to carry out business in Colombia on a 
permanent basis, investors must, as a general rule, 
channel their investments through a legal vehicle, which 
is generally speaking very simple and expeditious. 
Foreign investors do not need a local partner or investor 
for that. 

With few exceptions, the entire equity participation of a 
legal entity can be foreign-owned, and there are no legal 
restrictions on its subsequent repatriation although all 
debts and final income in taxes must be paid. More 
information about the different market entry options 
and the different types of legal vehicles are mentioned 
in Chapter 4. 



2The Basics:
Ten Key Factors to
COnsider

4. REAL ESTATE
Private property is protected from expropriation by the 
Colombian government and national laws. Colombian 
citizens and foreigners have the same rights and 
obligations when acquiring real estate. Real estate 
transactions do not incur any additional tax, legal or 
financial burden simply for being a foreign investor 
(i.e. purchase tax). However, it is important to note 
that regulations for private property can vary from 
municipality to municipality. Foreigners that require 
the help of a local agent should speak with multiple 
firms and ask locals about the process to get an idea 
of what are acceptable rates of service and current 
market prices.

5. CURRENCY AND EXCHANGE CONTROL
The local currency, Colombian peso (COP), has recently 
fluctuated between 3000 and 3500 per US-Dollar (2018-
2019). The Colombian peso is convertible, and investors 
report no unexpected  restrictions on access to foreign 
currency. However, to purchase and sell foreign 
currency, you are required to register the purchase or 
sale with the central bank.

6. VISA
In Colombia, there are three types of visas. The visa 
required depends on the nature and duration of the 
visit. Beginning in 2019, all public sector entities and 

private sector companies must report every contracted 
foreigner that works in Colombia to the Single Registry 
of Foreigners in Colombia (RUTEC). For further details, 
see Chapter 6.7.

7. TAXATION
The Colombian tax system consists of national and 
territorial taxes (departmental and municipal taxes). 
The main national taxes are: income tax, related capital 
gains tax, wealth tax, normalization tax (of transitory 
validity), and sales tax or VAT (value-added tax). As a 
general rule, these taxes are managed by the national 
tax authority - DIAN. A part of the territorial taxes are 
the industry and commerce tax, the property tax and 
the registration tax. For further details, see Chapter 6.3.

8. BUREAUCRACY AND CORRUPTION
Colombia still faces several structural corruption 
challenges: the collusion of the public and private 
sectors, clientelism and policy capture by organized 
crime, lack of state control and weak service delivery in 
remote areas of the country, and the inefficiency of the 
criminal justice system to name the most prevalent. 
This is supported by the corruption perceptions index 
of 2018, that ranks Colombia 99 of 180 countries (1 
being least corrupt).

9. EMPLOYMENT LIABILITIES
The Colombian Labor Law allows a for a two month 
trial period in which an employee may be released 
without just cause without penalty. Once an employee 
passes the trial period, it becomes much more difficult 
to terminate them and they are more protected. To fire 
an employee, the employer is forced to pay indemnity 
based on tenure of the employee in question unless 
they have given multiple performance based warnings 
in a specified amount of time.

Unlike in many other countries, Colombia has an official 
minimum wage that is newly determined every year 
through consent between the Government, business 
owners, and workers’ unions. For the year 2020 the 
minimum wage is 877’803 COP (approx. USD 250). For 
further details on Labor Law, see Chapter 6.4.

10. TIME TAKEN TO SET UP A COMPANY
According to the World Bank’s Ease of Doing Business 
index, the process of starting up a company in Colombia 
takes 11 days. This is a rather short period compared 
to other countries in the region. The same task could 
last 21 days in Brazil and 230 days in Venezuela.



This chapter briefly outlines what you need to 
consider initially when planning to expand your 
business to Colombia.

3Expansion 
Readiness
Initial Considerations
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Am I Ready to Expand?
Companies from industrialized countries that have 
never done business in a developing country before 
should think twice before expanding to Latin America. 
There are great opportunities to be found in this region 
of the world, but a premature expansion is risky and 
can turn out to be very costly. Determining if you are 
ready for the challenge requires critical self-reflection. 
Have you exhausted the potential in your own country 
and in closer, more culturally similar countries (so 
called “low hanging fruits”)? Are you ready to start doing 
business in a region that is home to some of the most 
violent countries in the world and regularly produces 
negative headlines related to political instability? 
Market expansion requires organizational readiness 
which includes cultural preparedness, willingness to 
travel, and a permanent or temporary relocation to live 
and work abroad. If you can answer these questions 
with yes, you are likely prepared for the next step.

Market Entry Strategy
Once the decision has been made to enter the 
Colombian market, another important question awaits. 
Which market entry strategy aligns best with your firm’s 
structure and goals? We provide a detailed summary 
of the most common options in the next chapter. 
These include: hiring an agent or distributor, setting 
up or acquiring a Colombian subsidiary, setting up a 
branch in Colombia, entering into a joint venture with 
a Colombian partner, hiring a subcontractor, or using a 
Professional Employer Organization (PEO).

Identifying an appropriate market entry strategy will 
depend on factors such as prior experience in similar 

markets, level of commitment to the new market, size 
of investment, amount of time and local regulatory 
requirements. Keep in mind that there is no one-size-
fits-all market entry strategy. Successful strategies 
from previous expansion efforts do not guarantee a 
second success story here in Colombia. Your business 
model will greatly depend on your industry/sector and 
the municipality you are entering due to differing tax 
regulations.

If you are looking to ease into the market, it may be 
helpful to appoint a local expert (agent, independent 
contractor, or PEO). This allows you to gain a better 
understanding of the market without having to make a 
significant commitment. 

Not to be overlooked is the relationship-based 
business culture in Colombia. Having people on site 
is very important to the well-being and growth of a 
business. For this reason alone, many foreign investors 
prefer a more permanent form of market entry, such 
as incorporating a subsidiary or entering into a joint 
venture with an established local player.

Last but not least, be patient. A consistent business 
model can positively affect your reputation and bring 
long term success. Yet, a careful approach in phases 
with a soft landing (e.g. through a distributor or a 
personnel outsourcing solution), followed by a stronger 
collaboration (e.g. a joint venture), culminating in 
your own subsidiary after a few years (e.g. through a 
complete takeover) is usually the most sensitive and 
successful approach.  



There are different types of market entry strategies. Each 
depends on the level of commitment, time, and money in 
the company’s plan and budget as well as acceptable risk 
exposure of your expansion. 

The main strategies are presented below. You will decide 
which form best suits your needs. If in doubt, consult with 
a local expert for advice.

4Market Entry 
Options
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General Information
Contracting a Colombian agent or distributor may be 
an attractive way of doing business, in order to test 
the market and its difficulties without making the full 
commitment of establishing a branch or subsidiary. 
Later on, a company can further invest in its foreign 
operation by setting up a legal entity of its own when 
the time is right. 

There is an important difference between an agent 
and a distributor. An agent charges a commission for 
selling products on your behalf while you remain the 
owner and invoice the customer directly. A distributor 
sells products purchased directly from the principal 
to his customers (distributor takes ownership of 
products). Finding a local distributor is said to be 
easier, as legal obligations are nearly non-existent. 
Engaging with a Colombian commercial agent when 
you are underprepared, on the other hand, can lead to 
a legal mess like the example discussed below. Every 
company should be aware of the special protection for 
local commercial agents provided by the Colombian 
Commercial Code (Articles 1317 to 1331).

Legal Implications
Unlike a distribution agreement, termination of an 
agency agreement can trigger beneficial termination 
provisions in favor of the agent. That said, the situation 
calls for great caution when determining whether a 
distribution agreement or an agency agreement is 
more favorable. In general, a Colombian expert will try 
to arrange the agreement as an agency, so that there 
are legal grounds for severance payments. With this 
knowledge, a foreign company must explicitly state 
that they wish to reach a distribution agreement. 

The Colombian Supreme Court defines an agency 
relationship as follows: (i) delegated business must 
be performed according to specific instructions given 
by the principal, (ii) the relationship is of a permanent 
nature but can be terminated at any time by either party 
without notice (unless agreed upon in the contract), and 
(iii) the agent’s activities are aimed at promoting the 
principal’s products or services. If these criteria are met, 
the agent is entitled to receive a severance payment 

OPTION 1: 
APPOINTING AN AGENT OR DISTRIBUTOR

Taxation
Under an agency agreement, the end customer 
should be responsible for all import taxes on 
products purchased and imported into Colombia 
and the principal will pay all taxes in its country 
of incorporation. The agent will be responsible for 
taxes levied on its commission. 

For distribution agreements, the Colombian 
distributor should be responsible for all import 
taxes on products purchased and imported into 
Colombia from the principal and the principal will 
pay all taxes in his country of incorporation.

upon early termination of the agency agreement, 
regardless of the cause of termination.

In contrast, a distributor purchases products from 
the manufacturer or producer on it’s own account 
for subsequent sale. There is also no responsibility of 
compensation or indemnification upon termination of 
the contract for any cause.
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General Information
In a country where labor law favors employees, hiring 
independent contractors gives you more flexibility 
and involves less risk. This makes it another attractive 
option for testing the market before making a larger 
more permanent investment. As contractors are 
not employees, benefits are not included in the 
compensation package. For that reason, it can be the 
most cost-effective option if you are simply looking to 
take advantage of a low-cost labor force, perform a 
temporary project, or test the market before investing 
in a more permanent commitment.
 
The risk involved with contractors is the same as in any 
other part of the world. You’ll have limited oversight 
or control over their activities. As opposed to an agent 
which takes direction from a producer/manufacturer 
to sell products in a defined territory, a contractor acts 
independently. An employer can only control quality 
and result of the job. Therefore it is important to 
thoroughly vet candidates to ensure a proper fit and 
stay in constant contact to make sure your time and 
resources won’t be wasted. Paying contractors can 
also be difficult in Colombia due to strict anti-money 
laundering regulations. For that reason, Ongresso 
offers a unique International Payment Service to 
facilitate these payments with ease.

Legal Implications
Hiring independent contractors gives you the option 
to grow or decrease your workforce quickly and 
without the risk of labor disputes or the obligation 
to pay indemnity. However, proper classification 
of independent contractors working in Colombia is 
critical, as companies that wrongfully treat independent 
contractors as employees can face potential litigation 
and additional liability for taxes and compensation. A 
few important factors in establishing the relationship 
are as follows:

• The independent contractor’s work can be subject 
to inspection; however, the hiring company cannot 
interfere with the execution of the contractor’s 
individual tasks.

• Employers are not prohibited by asserting some 

OPTION 2:
HIRING AN INDEPENDENT CONTRACTOR

Taxation
Since independent contractors are not employees 
of a company, they are responsible for paying social 
security and taxes on their own. Foreign companies 
can avoid payroll tax by correctly classifying 
independent contractors. 

Independent contractors are required to register 
with the DIAN through Unique Tax Register (Registro 
Único Tributario - RUT), and they must submit annual 
income statements documenting all receipts from 
foreign companies.

control over an independent contractor’s working 
hours. However, asserting more control (dictating 
hours, specifying lunch breaks), increases the 
likelihood that the relationship will be classified as 
employer-employee.

• In order to avoid the appearance of an independent 
contractor being paid a wage or salary, all payments 
should be based on invoices submitted by the 
independent contractor.



OPTION 3: 
ESTABLISHING A COLOMBIAN SUBSIDIARY
General Information
The most frequently used corporate vehicles in 
Colombia are the (i) simplified stock company (S.A.S.); 
(ii) the limited liability company (L.T.D.A.); and the (iii) 
corporation (S.A.). Company formation as a market entry 
option entails greater administrative requirements as 
well as tax and legal related expenses when compared 
to contracting an agent or distributor. The subsidiary 
and shareholders need to register with the federal tax 
authorities and Central Bank and the subsidiary will 
need to obtain state and municipal registrations. 

That being said, setting up or acquiring a Colombian 
subsidiary yields numerous advantages and can 
be necessary depending on your business model. 
Most importantly, a local corporation gives you more 
control and overview over market conditions and local 
workforce. Further advantages are the limited liability 
in case of failures, the opportunity to create a brand 
and identity in the region as well as the possibility of 
attracting new stakeholders/investors. 

Legal Implications
The three main steps that are required for every 
company incorporation (all three types) are:

• Formalization of minutes of incorporation and 
company bylaws

• Application for a NIT (Company tax ID number) – for 
every legal representative

• Opening of a Colombian bank account – Note that 
there is no minimum capital according to Colombian 
legislation for the SAS, LTDA, and SA vehicles.

By far the most common choice for a legal entity is 
the Simplified Stock Company (S.A.S.). It is preferred 
by investors for its flexibility, specifically regarding the 
incorporation process and the large freedom afforded 
to shareholders to establish their own terms and 
conditions. One of the biggest advantages of a S.A.S. is 
its anonymous nature that protects the shareholders 
identity.

Other benefits are the requirement of only one 
shareholder, no minimum capital requirement and 

the absence of a defined social purpose (allowing the 
company to participate in almost any business). 

The Limited Liability Company (L.T.D.A.) and the 
Corporation (S.A.) on the other hand require the 
definition of a social purpose, which limits the 
company’s commercial activities and typically must be 
incorporated by a public deed (except if the company 
has less than 10 full time equivalents (FTEs) or assets 
below 500 times the minimum wage).

4Market Entry
Options

Taxation 
The taxation procedures equally apply for all three 
types of companies. The tax ID can be obtained from 
the DIAN which needs to be registered through the 
Chamber of Commerce during the incorporation 
procedure and prior to any commercial activity.

Corporate taxes will generally be charged on 
profits (or presumed profits) in accordance with the 
following rates:

• Corporate Income Tax (CIT): 32% in 2020, 31% in 
2021 and 30% in 2022 and onward

• Minimum presumptive tax: 1% in 2020 and 0% 
starting in 2021

• Local Income Tax (industry and trade tax): 
depends on the municipality



4Market Entry
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General Information
A PEO, or Professional Employer Organization, allows 
you to formally hire employees abroad without having 
to establish a company. The company acting as PEO 
will hire employees on your behalf as the “Employer 
of Record”. It will perform all HR-related tasks such as 
offer formal work contracts, affiliate the employees 
with social security, pay their salaries and benefits, 
terminate their employment etc. This allows you to 
directly manage your employees and develop your 
business in a foreign market without the burden of 
managing a local entity and the challenges of navigating 
local laws and regulations.
 
The PEO option is ideal for small and medium sized 
companies who want to become operational fast, focus 
their resources on their core activities, control their 
costs, limit their risk, and establish a strong bond with 
the people they decide to hire. A distinction between 
PEO and hiring an independent contractor is that top 
talent will typically expect a salary package that includes 
benefits, social security, bonuses etc. not offered to 
independent contractors.

OPTION 4: 
PROFESSIONAL EMPLOYER ORGANIZATION

Taxation
As mentioned above, the PEO handles tax 
obligations for you in addition to accounting and 
payroll responsibilities. You will be provided with 
reports and updates, but responsibilities regarding 
taxes are outsourced to your local service provider.

Legal Implications
One of the biggest risks when expanding abroad is 
compliance issues due to a lack of know-how about the 
specific legal and tax obligations in each country. 

The PEO will eliminate this risk for you. It has a legal 
presence in the local market and will hire and pay your 
employees in compliance with local laws and norms, 
and thus effectively eliminate your exposure.
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General Information
Opening a branch office can be an attractive option for a 
foreign company that wants to do permanent business 
in Colombia without having a legal corporation on site. 
Colombian legislation recognizes foreign branch offices 
as an extension of the parent company. This results in 
the branch not having any legal capacity superior or 
different form than its main office. The parent company 
is fully liable for the branch office.

Legal Implications
Note that as an extended part of a foreign company, 
the foreign branch office does not enjoy the same 
rights that are provided to Colombian companies. The 
requirements for establishing a foreign branch office 
are copies of the incorporation document of the parent 
company, authorization to act on the parent company’s 
behalf and the bylaws of the parent company.

It should also be noted that the legal liabilities of the 
branch extend to the parent company. For this reason, 
it is highly recommended to work closely with legal 
experts who have in-depth knowledge of Colombia’s 
statutory requirements.

OPTION 5: 
REGISTERING A COLOMBIAN BRANCH

Taxation
As the foreign branch office and its parent company 
are viewed as the same, both are jointly liable for tax 
liabilities. The foreign branch office and the parent 
company (as one corporate body) will be charged 
on profits in accordance with the following tax rates:

• Income tax (CIT): 32% in 2020, 31% in 2021 and 
30% in 2022

• Minimum presumptive tax: 1% in 2020 and 0% 
apart from 2021

• Local income taxes (industry and trade taxes): 
depending on the municipality



OPTION 6: 
ACQUIRING A COLOMBIAN BUSINESS
General Information
There are cases where it makes more sense to buy an 
existing company instead of founding one yourself. 
Taking over an existing, already functioning business 
allows you to enter the operative business directly, 
preferably with a remaining customer base. In addition, 
you might acquire a well-recognized brand name and 
won’t have to build your name from scratch.

On the downside, you have to be prepared for a 
long-lasting post-acquisition integration. There will 
always be employees that find it hard to adapt to the 
change in management, especially in a culture where 
many companies are family-owned and run and 
where relationships of trust are more important than 
elsewhere. 

Legal Implications
Be aware that despite performing due diligence, 
unforeseen employment, contractual, and tax liabilities 
could arise after the acquisition. In the case of a merger/
acquisition in Colombia, the previous obligations and 
risks of the old company are automatically transferred. 

This also applies for outstanding tax payments as well 
as outstanding lawsuits. An employee can even claim 
compensation payments for offences committed by 
the previous company after the acquisition. Therefore 
a thorough investigation of the business history of your 
potential buying target is essential.

4Market Entry
Options

Taxation 
Again, an acquisition means inheriting the tax 
history of the company, so this requires a thorough 
investigation in advance. Buying a company does 
not imply any tax payments (of the purchase itself). 
After the takeover, the company will be charged on 
profits (or presumed profits) in accordance with the 
following rates:

• Income tax (CIT): 32% in 2020, 31% in 2021 and 
30% in 2022

• Minimum presumptive tax: 1% in 2020 and 0% 
apart from 2021

• Local income taxes (industry and trade taxes): 
depending on the municipality
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General Information
A joint venture can be chosen if one does not want to 
bear the initial costs and potential risks of a market entry 
alone or if one wants to capitalize on local expertise. 
This type of agreement involves either a consortium 
or a temporary union, under which the parties agree 
to contribute either capital or services, or both and to 
share the profits, losses, and interests in a business 
without creating a separate legal entity.

Legal Implications
The difference between a consortium and a temporary 
union lies in the fact that partners within the consortium 
are jointly and severally liable for all the obligations and 
penalties arising from the execution of the agreements 
with third parties, while partners in a temporary union 
are jointly and severally liable for the obligations 
under the contract but respond for penalties only in 
proportion to the participation in the execution of the 
contract.

OPTION 7: 
ENTERING INTO A JOINT VENTURE

Taxation
As noted in section 18 of the Colombian Tax Code, 
consortiums and temporary unions will be treated 
as transparent entities. This means that assets, 
liabilities, earnings, costs, and deductions are 
attributable to the parties in the agreement, in 
proportion to their participation in the business. 

In this case, the third party paying the services or the 
goods to the joint venture shall treat the payment 
as made directly to each of the parties and will apply 
the withholding taxes accordingly, with reference to 
the domicile of the beneficiary.



Besides analyzing more specific details about doing business in 
Colombia, it is important to also mention the country’s cultural and 
social idiosyncrasies. This section covers the basic rules of etiquette, 
local negotiating tactics, and some norms of doing business. It also 
covers behaviors and topics to be avoided. 

Keep in mind that culture varies between cities and regions and 
recommendations are for the country as a whole. Generally speaking, 
the formality of business culture in Colombia is positively correlated 
with the size and development of the city (e.g. Bogotá is much more 
formal than Manizales).  

5Cultural 
and Social 
Considerations
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Business Conversations
Greetings and goodbyes usually include a firm and 
rather long handshake combined with strong eye 
contact. Greeting a woman especially after having been 
introduced to her is expected to be with a kiss on the 
right cheek. In business conversations, Colombians 
usually use their first names yet give a lot of importance 
to titles such as director or doctor.

They tend to be comfortable standing relatively close to 
one another with less than an arm’s length considered 
normal. It can be considered rude to backup or away 
from someone while they are speaking. Colombians 
tend to be fairly expressive using their arms and hands 
to gesticulate. 

Another cultural dimension to be aware of is the 
relative indifference to punctuality. Delays at meetings 
are quite common and business events rarely start at 
the scheduled time. Nonetheless, be on time but don’t 
be surprised if the other party arrives a bit late.

Dress Code
Colombians value being well dressed and nicely 
groomed. They don’t always expect a fancy suit and tie, 
but casual trousers and a formal shirt are the expected 
minimum. Suits and formal attire are more common 
in Bogotá and expected for high level meetings and 
international business events. The capital city has cooler 
temperatures due to its elevation, so wearing suits is 
not just tolerable but even comfortable on cooler days. 

Hair and beard properly groomed is a must. Women on 
the other hand should wear business casual outfits with 
long enough skirts and closed shoes. Make-up is very 
common. Note however, that in coastal areas people 
are much more relaxed about dress codes due to the 
heat. Formal wear is more flexible and often sacrificed 
for comfort.

Etiquette



Negotiating in Colombia
Personal Relationships
Along with other Latin American countries, Colombia 
places a very high importance on personal relationships. 
Building a far-reaching and stable network allows you 
the certainty of receiving a helping hand whenever 
needed and to accomplish your tasks and goals in a 
more timely fashion. This requires a style of negotiation 
that is built on personal trust and demonstrates a 
high level of commitment in both business and non 
business-related topics.

Colombians will rarely get straight to the point but 
rather engage in small talk and pleasantries for much 
longer than Europeans or especially Americans before 
getting down to business. Be sure to engage in these 
types of conversations and do not cut them off short, 
as it could risk offending the other party or appearing 
rude. 

High-Context Culture
In Colombia it is uncommon to be turned down with 
a direct “no.” Rather, you have to deduce where you 
stand based on the context and by carefully observing 
the body language of your counterpart. Listening, 
cognitive empathy, and understanding skills are all 
critical to do this well if it is not your own cultural form 
of communication.

Take this into account when your ideas and thoughts 
get approved quite easily. That does not mean that 
someone truly agrees with what you are saying. 
Conversely, negative feedback will mostly be given 
indirectly and disagreements err on the side of non-
confrontational.

Communication and Negotiations
Colombians prefer phone calls over E-mails and 
tend to see face-to-face as the preferred method of 
communication. Quality matters but Colombians are 
generally more sensitive to price. As far as management 
structures, Colombian businesses are typically 
hierarchical. Decisions are made by the highest-ranking 
person, and you should not expect lower-level staff 
to have the authority to make decisions outside of 
their scope. This can often cause delays as access to 
the decision maker can be limited. Colombians can 

become animated when negotiating, but this should 
not be mistaken for aggression. When negotiations are 
finished, be sure to return to small talk for a bit before 
leaving. Gifts are not usually expected but appreciated.

Sensitive Topics 
Colombians, like all Latin Americans, are very proud 
of their country. However, dark chapters have left 
scars, and they do not like to be reminded of them 
by foreigners when their country has so much more 
to offer than stereotypes and labels that are present 
around the world to this day.

Political and social judgements should be made 
very carefully. One should avoid jokes or references 
about drug trafficking, corruption, or sex-tourism. 
This also applies to comments about religious 
worldviews.

5Cultural
and Social
Considerations



After reviewing some cultural and social characteristics of doing 
business in Colombia, the next section dives into the key areas of 
opening and operating a business. This market entry guide aims to 
provide a comprehensive overview to clarify the fundamental steps 
of entering the Colombian business sphere.

Its intention is not to inform specific business decisions but rather to 
provide general information for those interested in the Colombian 
market. If you’re interested in a more detailed individual consultation, 
feel free to get in touch (contact@ongresso.com).
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6.1. Company Formation
The formation of a company can be complex, both at 
home and overseas. However, registering a business 
in Colombia is a manageable process once you 
understand the different options and decide which 
legal structure is best for you. To review, the existing 
company structures in Colombia are as follows: (i) 
simplified stock company (S.A.S.); (ii) the limited liability 
company (L.T.D.A.); and the (iii) corporation (S.A.). The 
differences and advantages/disadvantages of each 
option are discussed in chapter 4.

Accuracy is very important when registering a company 
as lack of knowledge of the process can cause significant 
errors or delays, which costs you time and money. 
Company formation involves legal aspects (drafting the 
bylaws, registering the company with all authorities, 
etc.) as well as accounting and tax aspects (defining the 
correct economic activities in the tax register to avoid 
issues with tax authorities, acquiring the tax ID etc.). 
Cultural and language barriers can further complicate 
the procedure.

In order to manage all moving parts, it is recommended 
to use the help of a local expert who knows the process, 
understands your requirements, and can deploy your 
resources effectively. Setting up a company without 
external help can be exhausting and time/cost intensive. 
In addition to standalone company formation, a market 
entry expert can also assist you with other aspects of 
your expansion:

• Market research
• Validate your business plan
• Identifying business opportunities, distributors, 

potential providers, suppliers
• Generate leads and/or customers 
• Interim Management
• Recruit and employ local staff
• Manage your back office
• Register your brand
• Open a corporate bank account
• Find office space
• And more

These tasks can be handled in-house if the proper 
personnel and resources are in place, but when 
entering a new market, a local expert can provide 
invaluable advice and help you get operational faster 
while avoiding many pitfalls that are waiting for you.
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Doing business effectively requires knowing and 
complying with local legal regulations. This includes 
mainly the areas of contract law, corporate law, labor 
law, and tax law. Working with local attorneys is a 
must to avoid and if necessary resolve legal disputes, 
fines, and other sanctions. Independently of your legal 
counsel, you should be aware of some key legal aspects.

Conflict Resolution
As previously mentioned, alliances of trust are of 
the utmost importance in Colombia. The word of a 
businessman can sometimes be worth more than a 
written contract. However, not everyone always honors 
an agreement. 

Should you have to deal with a breach of contract, you 
should be aware that conflict resolutions usually involve 
arbitration tribunals and conciliation centers instead 
of courts (depending on the contract). Arbitration is 
an agreement between two or more parties to resolve 
a dispute outside of the court system. The parties 
agree upon a neutral party to act as arbitrator who will 
essentially act as a judge. This method is nearly always 
more efficient than litigation as disputes in Colombia 
can take a substantial amount of time (several years) 
and end up very costly (legal fees etc.). 

Another alternative form of conflict resolution is 
conciliation. It is a process where two or more persons 
directly work on solving their differences with the 
help of a qualified, neutral third party known as the 
conciliation agent. This method is designed to maintain 
the working relationship rather than burn the bridge. 

Legal Compliance
Under Colombian business law, companies and other 
legal entities are required to meet the following 
regulations (few exceptions for smaller companies):

• Renew its mercantile registration and that of its 
commercial establishments (annually before March)

• Hold its annual general assembly 
• Submit its financial statements to the Chamber of 

Commerce of the main domicile (annually)
• Report its financial statements
• Appoint of a statutory auditor (optional for smaller 

companies)

Legal advisors, accountants, and consultants are always 
available to assist in helping you maintain compliance. 
Choose your experts carefully, as sanctions or penalties 
for non-compliance can cripple businesses, sometimes 
permanently.

6.2. Business Law
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6.3. Tax Regulations
A favorable tax regulation system is a key criteria for 
international investors. In this section, you will find a 
summary of various relevant aspects of the Colombian 
tax system, with a special regard to the new Public 
Revenue Financing Law of 2018.

Colombian Tax System
As discussed in Chapter 2, Colombia levies national and 
territorial taxes.
National: Income tax, related capital gains tax, VAT 
(value added tax - locally referred to as IVA), national 
excise tax, financial transaction tax
Territorial: Industry and commerce tax, property tax, 
registration tax

Colombia has made substantial progress in terms of 
double taxation and tax avoidance by negotiating 
numerous international double taxation treaties. 

As a general rule, resident natural persons are taxed 
upon their worldwide income, whereas nonresidents 
are taxed on their Colombian source income and capital 
gains only. The same applies for companies. Domicile 
companies pay taxes on national and international 
income. On the other hand, foreign companies are 
subject to tax only on their Colombian source income 
and capital gains. A tax period is equal to a calendar 
year.

New Public Revenue Financing Law of 
2018 

Income Tax (national) 
Starting in 2020, the Corporate Income Tax will decrease 
gradually until 2022 (32% in 2020, 31% in 2021 and 
30% in 2022). Individuals pay progressive income tax 
according to the UVT (unidad valor tributario) scale. In 
2020 the UVT value is 35,607 Colombian pesos (COP). 
Individuals with an annual income of less than 1,090 
times this value are exempt of income tax. Higher 
incomes are being taxed as follows:

• 1’090 – 1’700 times 35’607 pesos   19% tax rate
• 1’700 – 4’100 times 35’607 pesos   28% tax rate + 116 UVT
• 4’100 – 8’670 times 35’607 pesos   33% tax rate + 788 UVT
• 8’670 – 18’970 times 35’607 pesos   35% tax rate + 2’296 UVT
• 18’790 – 31’000 times 35’607 pesos   37% tax rate + 5’901 UVT
• + 31’000 times 35’607 pesos   39% tax rate + 10’352 UVT

There are some cases where special rates apply (large 
investments, free-trade zones, hotels in smaller towns, 
companies that generate more than 250 new jobs, the 
creative economy etc.). 
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Capital Gains Tax (national)
Colombia taxes capital gains with 10% (20% for gambling 
and similar activities). Capital gains cannot be reduced 
by the regular deductible costs and expenses of the 
taxpayer, and capital losses may not be used to offset 
the regular taxable income of the taxpayer.

VAT (national)
The VAT is a national tax that is currently applied at a 
rate of 19% with reduced rates of 5% and 0% apply for 
certain products (See table below).

In principle, the VAT is charged for the purchase of 
goods and the use of services. There are a few other 
exceptions for VAT exempt goods and services (personal 
laptops not exceeding 50 UVT, mobile phones not 
exceeding 22 UVT, certain methods of public or private 

transport, medical services, and public utility services 
such as street cleaning and sewage).
 
The National Excise Tax (national) 
There are some excise taxes for the consumption of 
beer and its derivatives (20-48%), wine, liquor and its 
derivatives (20-40%), and cigarettes and tobacco (55%).

Registration Tax (territory)
The registration tax is levied upon all documented legal 
acts, contracts, or transactions that must be registered 
with chambers of commerce and land registration 
offices. Tax rates ranges from 0.3 to 0.7%.

Industry and Commerce Tax (territory)
This is a municipal tax levied upon the revenues 
obtained by natural or legal persons or unincorporated 
associations from industrial, commercial, and service 
activities, directly or indirectly, in the respective 
territories of the municipalities. Tax rates range from 
0.2 – 0.7% for industrial activities and 0.2 – 1.0% for 
commercial and service activities. 
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All other taxable goods and services

Zero

Reduced

Standard

0%

5%

19%
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1% tax on assets of greater 
than 5 billion COP (Colombian 

Pesos).

VAT Tax cuts on imported 
capital goods.

Tax cuts for generating more 
employment.

Tax cuts on dividends.

New Taxes 
Changes

The minimum required investment 
will drop from USD $46,000 to USD 

$16,000.

The maximum annual gross income is 
still USD $900,000 but exempted 
industries now include: agriculture 

and developers of videos, movies, TV 
shows, and commercials.Additional Benefits

and Eligibility for
Orange Economy

Sports, recreation, free time activities are now 
been deemed eligible to receive benefits.

To develop the Colombian countryside additional 
industries will also receive the benefits: forestry & 
logging, fishing & hatchery, food processing, and 

beverage manufacturing.

Companies in the agricultural sector may have their 
headquarters wherever they deem most 

convenient and will still be eligible for benefits

This law continues to be evaluated and studied by the country's 
tax e xperts, a s well a s providing a  great d eal o f benefits f or 
foreign investment. If you want to know more about it and how to 
take advantage of the benefits in your company, contact us.

Tax Modifications
for Businesses

The corporate income tax rate 
will decrease 1% per year 

from 33% in 2019 to 30% in 
2022.

Companies will receive tax 
benefits for engaging in 

technological development 
and innovation.

Tax deductions will be given to 
companies who hire firts-time 

empoyees 18-28 years old.

3,3%
GDP

GDP
Gross Domestic Product

In the final days of 2019, President Ivan 
Duque signed the Economic Growth 
Law, designed to promote economic 
development while reducing income 
equality in Colombia. What are the 

relevant changes for foreign investors?



6.4. Labor Regulations
This chapter introduces the most essential aspects 
of the Colombian labor law. In order to establish 
positive relationships with employees, transparency is 
recommended, beginning with drafting the employment 
contract.

Employment Contract
Written employment contracts should always be used in 
case disputes later arise. Colombian labor law permits 
three types of work contracts. Indefinite contracts (Art. 
47 - Código Sustantivo de Trabajo), fixed-term contracts 
(Art. 46 - Código Sustantivo de Trabajo y Art. 28 de la Ley 
789 de 2002) and temporary contracts (Art. 6 - Código 
Sustantivo de Trabajo). The fixed-term contract may not 
be longer than three years and the temporary contract 
may not exceed 30 days (can be extended in some 
cases). The law allows for a 60 day probationary period 
in which the company can lay-off new hires if they are 
a poor fit or unqualified. Occasionally, mistakes are 
made and the probationary period should be included 
in all contracts just in case. After this period is over, 
it becomes much more difficult to part ways with an 
employee unless they willingly resign.

Onboarding Process
After drafting the employment contract, the employee 
must be enrolled in the social security system (there 
are currently nine different health insurance providers 
and five different pension entities). Then, the employee 
must be registered with worker’s compensation and 
social welfare. 

Colombia also requires a mandatory medical exam 
that has to be completed before the start date of 
employment (the employer typically recommends 
a medical center for the test and helps schedule the 
appointment). Foreign employees additionally need 
a work visa (confirmed before the first working day). 
The time required for the visa process should not be 
underestimated. Use the help of an expert to avoid 
unnecessary delays in the onboarding of a foreign 
employee.

Salary
In Colombia, the minimum wage is being negotiated 
between the social partners annually. For the year 2020 
the minimum wage is 877,803 COP (approx. USD 250). 
On top of the minimum wage, employers are obliged 
to provide transportation assistance of 102,854 COP 
for the year in 2020 (approx. USD 31), a supply of work 
clothing 3 times per year (April, August, December), and 
footwear suitable for the type of work their employees 
undertake. This applies to any worker making less 
than two times the minimum wage. Both parties can 
also agree on additional benefits that do not constitute 
salary which may include food or extralegal bonuses.

Social Security Regulations
Under Colombian labor legislation every employer 
is required to pay social benefits. This includes 
unemployment benefits, service bonuses, pension 
payments, healthcare and worker’s compensation.

Working Hours and Vacation
The ordinary Colombian work week consists of 48 
working hours, with the Sunday typically being the day 
off (may be exchanged with another day). Night shift 
workers earn an additional 35% over the day shift 
hourly wage. Overtime is paid with an additional 25% 
(day shift, 6am to 9pm) and 75% (weekends and night 
shift, from 9pm to 6am). Overtime only applies for 
rank and file and does not include management and 
leadership. 

Colombian labor law allows for 15 days of vacation 
per working year. In addition, Colombia has 19 public 
holidays, resulting in numerous long weekends during 
the year.

6Doing 
Business in 
Colombia



Colombia’s Labor 
Regulations

Employment
Contract

Onboarding
Process

Salary

Social Security
Regulations

Working hours
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6.5. Shareholder Liability
Shareholder liability is another key factor for investors 
and entrepreneurs. The different legal entities as 
described in chapter 4 imply the following shareholder 
liability:

Simplified Stock Corporation (S.A.S) & 
Traditional Corporation (S.A) 
Shareholders are liable up to the amount of their 
capital contribution. There is no residual liability for 
tax or employment obligations. The exception exists 
when the company commits fraud or engages in illegal 
activity. In this case, shareholders and officers who 
participated in illegal acts are liable for the obligations 
arising from them.

Limited Liability Company (L.T.D.A)
Shareholders are liable up to the amount of their capital 
contribution. However, they have residual liability for 
the company’s tax and employment obligations.

Branch
The foreign company is liable for all the liabilities and 
obligations of the Colombian branch.

In the vast majority of cases, there is no minimum 
amount of required capital which can further limit 
shareholder liability to the amount of his or her choice. 
Exceptions may exist in certain sectors in order to 
obtain necessary operating licenses.
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The correct handling of product registration and 
patenting in Colombia determines whether or not you 
can conduct business in Colombia. These processes 
can be complex and time consuming which is why the 
help of an expert is recommended. There are a large 
amount of regulations and requirements that, if not 
followed or completed correctly, will delay the start of 
your business (up to several years). 

Product Registration
Some products are regulated by government agencies 
to ensure safety, efficacy, and security of humans, 
animals, and the food supply. The two governing bodies 
in charge are INVIMA (Instituto Nacional de Vigilancia 
de Medicamentos y Alimentos) and ICA (Instituto 
Colombiano Agropecuario). INVIMA regulates all 
products concerning drugs, medical devices, cosmetics, 
food, and beverages (equivalent to the FDA in the US for 
example). ICA regulates products related to agriculture, 
farming, and livestock. Any products that fall into the 
categories regulated by these agencies require sanitary 
registration.

For the detailed registration process see INVIMA and 
ICA or get in touch with a specialist that can walk you 
through the process. To import any other product, the 
Colombian importer must file an import registration 
form with the Ministry of Commerce, Industry and 
Tourism (MINCIT). The steps and requirements for 
the importation process can be found at the US 
International Trade Administration page: Colombia 
Import Requirements and Documentation

Intellectual Property
As a signatory of international property protection 
agreements and as a member of the World Intellectual 
Property Organization (WIPO), Colombia commands 
a safe and functional patenting system. Inventions of 
products and procedures in fields of technology are 
patentable provided they are novel or innovative and are 
suitable for industrial application. To acquire exclusive 
rights, it is necessary to register the intellectual property 
with the Superintendence of Industry and Commerce 
(SIC). For further information visit www.sic.gov.co.

6.6. Product Registration
     and Intellectual Property
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6.7. Visa Regulations
In order for a foreigner to live and work in Colombia 
or stay for any reason aside from tourism/vacation, a 
visa must be obtained. In general, a foreigner can apply 
for three types of Visas (Visitor, Migrant, and Resident) 
depending on the activities planned during the visit. 
For business purposes, these are the most relevant 
sub-categories:

Working Visa (TP-4)
A foreigner can apply for this type of visa when hired 
as an employee by a Colombia company. The company 
has to hold liquid assets of 100 minimum wage salaries 
(87,780,300 COP or approx. 25,000 USD) on average 
in the six months prior to hiring the employee. The 
duration of the visa is based on the underlying contract 
period. It cannot exceed three years. The processing of 
the TP-4 working Visa takes about 10-15 working days.

Business Owner’s Visa (TP-7)
This Visa is typically granted to a founder of a Colombian 
company. The only requirement is a minimum capital 
investment in the business of 100 minimum wage 
salaries (87,780,300 COP or approx. 25,000 USD). This 
Visa has to be renewed on a yearly basis and takes 
about 10-15 working days to process.

Temporary Services Provider Visa
Workers with temporary, occasional or short-term 
contracts that are engaged or hired by a natural or 
legal person domiciled in Colombia and those who, 
not having contractual relationship in Colombia, are 
required to provide specialized technical assistance. 
The visa can be granted for up to 2 years taking into 
account the activity that the foreigner proposes in 
Colombia.

Marriage Visa (TP-10)
This type of Visa is granted to foreigners who marry (or 
engage in a civil union with) a Colombian national. The 
visa can be granted up to three years with the recurring 
possibility of renewals. 

Investors Visa
The Investor Visa is granted to foreigners intending 
to invest in national corporations or property. The 
requirement is an officially registered minimum 
investment of 650 minimum wage salaries (570,571,950 
COP or approx. 165,000 USD). The Visa cannot exceed 
five years (but is renewable) and takes about 3-4 weeks 
to process.

Pension/Retirement Visa (TP-7)
Foreigners that wish to retire in Colombia and receive a 
documented minimum of 800 USD in monthly payments 
from their country of origin are authorized for a yearly 
renewable retirement Visa. 

Residents of the following countries can stay as tourists 
for up to 180 days per calendar year and will receive 
their visa of up to 90 days (renewable by another 90 
days) upon entering the country. Residents of other 
countries need to request a visa prior to traveling to 
Colombia. Cansillería de Colombia.
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Compliance
This usually refers to a state where a firm or business 
is in accordance with constantly changing national and 
international laws and regulations. Compliance is a key 
aspect for doing business in Colombia successfully, as 
the Colombian government makes a lot of regulatory 
changes (tax, labor, financial etc.) each year. Seeking 
out a tax and legal expert is strongly advised to keep 
you up-to-date on these changes and avoid sanctions 
or penalties.

Due Diligence
Due diligence is an important investigative step when 
investing in or partnering with a local company, as it 
allows the buyer to assess the right value of the business 
and to detect hidden risks (e.g. tax liabilities, legal issues, 
reputational risks etc.). It is recommendable to hire a 
local expert to conduct background checks, financial 
& legal due diligence, regulatory compliance checks as 
well as an operational assessment of the business in 
question.

6.8. Compliance and Due
      Diligence



What are the main trends, opportunities, and threats which 
investors and business leaders will face in Colombia over the 
next years? This final chapter ventures a view on economic 
developments and how these could be affected by political 
trends.

7
Five-Year Outlook on the 
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Colombian Economy
2020: An Outlook
Economic Growth
After four years of declining GDP growth rates, 
Colombia recovered in 2019, reaching a GDP growth 
of 3.3%. This trend is expected to continue through 
2025 with a real GDP growth forecast of 3.5 to 3.6% 
per annum. This expected growth rate exceeds other 
major economies in the region such as Brazil, Chile, 
and Mexico. Colombia’s economic growth is supported 
by the decrease in corporate income tax and tax 
exemptions that are part of president Duque’s tax 
reform. Foreign direct investment from the Asia-Pacific 
region is also expected to increase due to improved 
trade and investment agreements. Their main focus 
will be on technologies such as fintech, agritech, and 
supply chain management. With Medellin being one 
of nine cities around the world chosen as centers for 
the 4th industrial revolution, venture capital inflows 
in that sector will certainly increase as well and boost 
the emergence of new industries with high growth 
potential.

The Colombian Peso and Inflation
Due to the trade war between the US and China and  
mass protests in a number of Latin American countries, 
many international investors have focused on more 
developed economies which caused the USD to 
appreciate against the Colombian Peso. In December 
2019, the  USD/COP exchange rate reached 3,500 for 
the first time in history (all-time low). This triggered 
Colombia’s inflation to reach almost 3.7%. However, 
experts are optimistic that with Duque’s economic 
reforms and a more stable 2020 with little political 
unrest, the Colombian Peso can be stabilized at a rate 
of 3,300 to 3,400. The central bank’s inflation target of 
3% should also be a realistic goal for the coming years. 
However, this trend presupposes political stability over 
the next few years.

Market Opportunities
There are a lot of market opportunities that will 
attract international investors in the near future. As a 
new member of the OECD since 2018, Colombia has 
enormous investor potential in the field of technology, 
energy, and construction of public infrastructure. 

Colombia also offers opportunities in sectors such 
as engineering services, equipment for the oil and 
mining sectors, capital goods, agri-food and consumer 
products.

Especially promising is the future of the energy sector. 
Colombia’s need to generate more clean energy is 
driving numerous projects focused on renewable 
energies. International companies with extensive 
experience have a lot to offer by participating in the 
implementation of these projects. 

Colombia’s extensive infrastructure projects are 
generating demand for project financing, design, 
logistics, as well as equipment for construction of public 
roads and airports, water treatment, water supply, 
electric power generation, etc. Currently, the most 
prominent example is the Bogota metro rail project 
with an estimated cost of 5 billion USD, expected to be 
finished by 2024. Last but not least, the gradual growth 
of the Colombian middle class results in higher demand 
for consumer products.

Unemployment Rate
In terms of unemployment, the main goal of the 
Colombian government over the upcoming fiscal years 
is to keep the unemployment rate below double digits. 
In view of future investor activities and industry trends, 
this should be manageable. That said, unemployment 
figures have to be confronted with the fact that 
approximately 60% of Colombia’s labor force works in 
the informal sector and is not being considered in the 
official unemployment statistics. 
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Colombian Politics
2020: An Outlook
Recent Events
Without a doubt, the most significant current event of 
the last few years was the historic peace deal signed 
between the Colombian government and the FARC 
(Fuerzas Armadas Revolucionarias de Colombia) in 
2016. It ended a 52-year lasting armed conflict and 
placed Colombia in a positive light on the international 
stage which resulted in previous President Juan Manuel 
Santos being awarded the Nobel Peace Prize. Tourism 
increased tremendously (51% in 2017 and still rapidly 
growing through 2020), and a wave of new investors 
expanded operations to Colombia. 

In June 2018, Ivan Duque, a staunch opponent of the 
peace agreement, replaced Juan Manuel Santos as 
president. As of the beginning of 2020, Duque has one 
of the lowest approval ratings in recent history. Duque 
has been struggling to convince both his supporters 
and opponents of his political agenda. In the eyes of his 
opponents, Duque has not yet adopted his own unique 
political identity, which has led many to view him as a 
puppet of his mentor, former President Alvaro Uribe. 

Meanwhile his own party urges him to actually follow 
Uribe’s hard-right path even more. Many Colombian 
citizens from different social levels feel that their 
concerns are not being taken seriously by the 
government and accuse Duque of wasting time and 
money on overseas diplomacy instead of focusing on 
challenges within Colombia’s borders. In a world of 
growing patriotism, Colombia is no exception.  

In November 2019, thousands of Colombians 
participated in the largest anti-government protests 
Colombia has seen in recent years. The protests 
were the result of this long standing dissatisfaction, 
triggered by planned pension cuts, ongoing corruption 
scandals, insufficient public education, and the stalled 
implementation of the peace deal. According to one 
local journalist, “If the outcry of the public had a voice, 
it would probably say something like: ‘We had enough 
injustice, bad governance and social inequality.’”

What About the Future?
First and foremost, Duque must pay attention to the 
populations concerns and protests and engage in 
dialogue with his people. He took a step in the right 
direction in December 2019 with the adaptation of 
new laws seeking to promote economic growth and 
to create the basis for reduced inequality. However, 
many more steps must follow. Duque must find his 
strength as a political leader that is recognized by the 
Colombians as a whole. Moreover, Duque would be 
well-advised to continue the signed peace deal with 
the FARC instead of dragging his feet. Some factions 
of the FARC, disheartened by the government’s lack 
of commitment have already taken up arms again. 
A further deterioration of the resulting insecurity, 
especially in the countryside, will only deter tourists 
and international investors.

Colombia and its young president are at a crossroads: 
they can go back to the old ways of clientelism, social 
inequality, and armed conflict; or continue the path 
to lasting peace, less corruption and technological 
innovation, leading to prosperity not for a few but for 
many. The next few years will illustrate which path 
Colombia has decided to take.
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