133

Z Strengths and challenges in the

rural development of Colombia

The chapter provides an overview of the main economic, social and
environmental trends in Colombian rural regions, setting the basis for policy
recommendations in the following chapters. It first revises the classification
of rurality in Colombia vis-a-vis the OECD territorial methodology. It then
examines the national context under which rural development is taking place,
and outlines the main economic and demographic patterns of Colombian
rural regions. Finally, it analyses different drivers of well-being for rural
regions.
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Key findings

Demographic

Colombia’s settlement patterns depict a polycentric structure. While most of Colombia’s
population concentrates in metropolitan regions (57.9%), the country has a relatively high share
of the population in rural regions (42.1%) in comparison to the average of OECD countries
(29.6%).

Remote regions host most of the rural population in the country, followed by regions
with/near a small/medium-sized city.

Unlike the trend in most OECD countries, Colombian rural regions are young, an asset
that can be further mobilised.

Women are not fully inserted in the rural formal economy, missing a great asset to the
country’s economy.

Economic

The economy has improved greatly over the last two decades, generating higher levels of
development and reducing poverty during this period.

However, territorial inequality in income and other well-being factors remain high and have
room for improvement to attain greater social cohesion. Risks of an economic slowdown in the
short-term should not affect the effort to reduce territorial inequality.

The rural economy is increasingly diversified in terms of value-added and employment,
shifting gradually from the high relevance of primary activities.

Nevertheless, agriculture is still the major employer for rural communities, but have low
levels of productivity and face high labour and land informality.

Rural economies that are more diverse in their structure also register greater levels of
competitiveness.

Therefore, attaining greater competitiveness of rural economies needs policies to boost
agricultural productivity along with diversification efforts to increase income growth and
strategies to improve land ownership, land and labour formalisation.

Lack of data at granular level and differentiating by typology (urban-rural) constrain the
analysis relevant to evidence-based policy making.

Well-being enablers

Colombian infrastructure has been a pending issue to enable higher levels of rural and
regional development, especially tertiary roads. Multimodality (e.g. deployment of the railway)
can help improve connectivity.

The urban-rural gap in broadband connectivity and quality is among the largest in the
OECD, which undermines accessibility to markets and services.

Low education attainment and high dropout remain high in rural areas, despite
improvements in coverage.

Land informality is one of the major sources of instability in rural areas, reaching an
average 52% of rural priorities.

Security levels have improved but rural communities still face violence and illegal
activities, which deter investment and attractiveness of some rural areas.
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e Community network and quality of life are important assets of rural regions, as people in
Colombia’s rural regions perceive greater social network support.

e Trust in government is low and has declined over time in the country, which is reflected in a
lower voter turnout relative to OECD countries and whistle-blowers reporting corruption.

e Colombian rural regions are a source of relevant environmental assets and perform
better than other OECD regions in terms of air pollution and production of clean energies.
Yet, deforestation and low enforcement of waste and water management represent
environmental risks. Likewise, rural communities are highly vulnerable to climate change.
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Introduction

The chapter provides an overview of the main challenges and strengths of Colombian rural regions and
outlines their economic, social and environmental trends vis-a-vis comparable Latin American and OECD
countries. The chapter first revises the classification of rurality in Colombia vis-a-vis the OECD territorial
methodology. It then examines the national context under which rural development is taking place. After
this, the chapter outlines the main economic and demographic patterns of Colombian rural regions. Finally,
it analyses different drivers of well-being for rural regions.

To enable a meaningful comparison of Colombian’s performance against a relevant benchmark, the
analysis in the chapter makes use of two country groups, one based on comparable Latin American
countries and the other composed of all OECD countries:

e The Latin American countries are made up of the four Latin American economies: Argentina,
Brazil, Chile and Mexico.

e OECD country average: international comparability with the OECD’s 38 member countries has
been established through a selection of indicators.

A territorial classification to better grasp the rural potential in Colombia

OECD countries have moved away from traditional definitions of rural as simply the remaining “leftover”
space that is not urban, to delimitations of rurality that recognise different types of rural regions and thus
help design policy responses best suited to their different challenges (OECD, 20201)).

Colombia’s official definition: A modern proposal not yet fully adopted

In 1997, Colombia developed a methodology that identified urban areas as the main territorial criteria while
defining rural areas as the residual. At the time, a Land Management Plan was approved (Law 388 of
1997) to distinguish urban municipalities as the territorial units that had road infrastructure and primary
energy, water and sanitation networks. Instead, it defined rural as the land that was not suitable for urban
use or was used for agricultural, livestock, forestry, natural resource exploitation and similar activities.

In 2014, an officially appointed commission of experts on rural development in Colombia (Mission for the
Countryside) proposed a new territorial classification, which moved away from the urban-rural dichotomy
and recognised different types of rural areas (DNP, 2014;2) (Box 2.1). The suggested classification
identifies four categories of municipalities, based on the size of the population, the population density and
the proportion of the rural population, which was very much in line with OECD standards at the time (OECD,
2006(3)). The four territorial categories identified are: i) cities and agglomerations; ii) intermediate cities;
iii) rural; and iv) dispersed rural. With this classification, the share of the rural population reached 30.4% in
2014, above the figure of 23.7% identified with the 1997 classification (Box 2.1). By 2014, the results
revealed that 117 municipalities belonged to the category of “cities and agglomerations”, 314 to
“intermediate cities”, 373 to “rural” and 318 to “dispersed rural”. Overall, this methodology improves on the
previous one as it establishes a more differentiated view of rurality and adopts an urban-rural continuum.
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Box 2.1. Rural definition proposed by the Mission for the Transformation of the Countryside

The Mission for the Transformation of the Countryside (hereinafter the Mission for the Countryside) was
a national government initiative that aimed to elaborate a sound and broad portfolio of instruments and
public policies for the development of Colombian rural communities within a timeframe of 20 years. The
first step in this new set of public policies was to improve the rural definition used in the country to reflect
the variety of rural areas and improve the identification of territorial interdependencies.

The Mission for the Countryside uses three main criteria to classify municipalities: i) municipalities within
the System of Cities*; ii) population density; and iii) urban-rural population ratio (Figure 2.1). Based on
this, municipalities are classified as follows:

o Cities and agglomerations: Municipalities belonging to the System of Cities include: i) cities that
present functional interconnectivity due to the daily commuting dynamics of the working
population; ii) municipalities with a population equal to or greater than 100 000 inhabitants; iii)
municipalities with less than 100 000 inhabitants in the municipal seat but with a strategic
hierarchy at the sub-regional level; and iv) departmental capitals.

o Intermediate cities: Municipalities that present any of the following characteristics: i) population
in the municipal seat between 25 000 and 100 000 inhabitants, and with a population density
equal to or greater than 10 inhabitants/kmZ; ii) population in the municipal seat of less than 25 000
inhabitants with a population density of 50 to 100 inhabitants/km?, and more than 70% of its
population is located in the municipal seat; iii) population in the municipal seat of less than 25 000
inhabitants with a population density greater than or equal to 100 inhabitants/km?.

e Rural: Municipalities that present any of the following characteristics: i) population in the municipal
seat between 25 000 and 100 000 inhabitants, and with a population density of fewer than 10
inhabitants/km?; ii) population in the municipal seat of less than 25 000 inhabitants with a
population density of 10 to 50 inhabitants/km? and more than 70% of its population is located in
the municipal seat; iii) population in the municipal seat of less than 25 000 inhabitants with a
population density of 50 to 100 inhabitants/km? and less than 70% of its population is located in
the municipal seat.

o Dispersed rural: Municipalities and non-municipalised areas that present any of the following
characteristics: i) population in the municipal seat of less than 25 000 inhabitants with a population
density of fewer than 10 inhabitants/km?; ii) population in the municipal seat of less than 25 000
inhabitants with a population density of 10 to 50 inhabitants/km?, and less than 70% of its
population is located in the municipal seat.
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Figure 2.1. Degree of rurality in Colombia according to the Mission for the Countryside
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Note: * In 2014, the national government published the National Policy for the Consolidation of the System of Cities in Colombia, which
aimed to guide urban development to support economic growth and competitiveness, and improve the quality of urbanisation to upgrade
people’s well-being. The System of Cities is the third generation of national urban development policies since the 1998 Cities and Citizens
policy and the 2004 “Guidelines to optimise urban development policy. For further information on the System of Cities, please visit: Misién
para el Fortalecimiento del Sistema de Ciudades (DNP, 2020y4)).

Source: DNP (2014p2), Misién para la Transformacion del Campo,
https://colaboracion.dnp.gov.co/CDT/Agriculturapecuarioforestal %20y %20pesca/Definicion%20Cateqor%C3%ADas %20de %20Ruralidad.pdf
(accessed on 4 December 2021); OECD (20215)), “Colombian responses to OECD questionnaire on rural policy”, Unpublished, OECD,
Paris.

Yet, the 2014 definition has not been fully integrated into national statistics nor across all sectoral policies.
The National Department of Statistics (DANE) still relies on the 1997 definition for its statistical data
collection process to classify between “rural land” and “urban land”. It mainly displays urban and rural
statistics in two ways: urban as urban centres (cabeceras in Spanish) and rural as dispersed rural and
populated centres (centros poblados y rural disperse in Spanish). According to this approach, the rural
definition is based solely on qualitative criteria: those areas that are characterised by their dispersed
disposition of houses and farms. For example, populated centres are defined as a concentration of at least
20 neighbouring or semi-detached houses located in the rural area of a municipality or a departmental
township.

This approach leads to dichotomous territorial demographic and economic statistics that do not allow for
differentiated trends among different types of rural areas or the recognition of different potential. For
example, official statistics do not allow measuring the capacity of rural areas close to big cities to attract
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people and businesses. Equally important is the fact that this traditional definition is also embedded in
certain policy plans, strategies and investment allocation (e.g. strategy to deploy broadband), which can
lead to a homogeneous view on rural issues and policies for rural communities with different
characteristics. Moreover, the existence of both types of rural definitions undermines consensus on what
rurality represents across different levels of government and other stakeholders.

Colombia can thus benefit from homogenising its rural definition for policy and statistical uses. The 2014
methodology to define rurality sets a good basis for a definition to be adopted across all levels of
government and standardise the way society and local actors refer to rurality. This definition could
eventually be further finetuned by moving away from the qualitative and administrative criteria as the
starting point of the definition (e.g. municipalities with regional relevance in the case of intermediate areas)
and by including a sense of proximity, distance or accessibility (e.g. distance to cities).

The Colombian sub-regionalisation under functional criteria: A crucial step to identify
territorial functionality

On top of the 2014 categorisation of the degree of rurality at the municipal level, in the framework of the
National Development Plan 2018-2022, the National Planning Department (DNP) carried out a territorial
division exercise based on regional functionality, in line with the OECD regional classification (Box 2.2).
The development of this territorial definition under a functional criterion was pivotal in order to transcend
administrative and political criteria and to deliver policies to municipalities that operate as functional
regional units.

The result was 101 sub-regions, which serve as a basis for the development of statistics and analysis not
only at the national level but now also at the international level, as they are covered by the regional
development framework of the OECD and its 38 member countries. All in all, Colombia made significant
progress in defining functional sub-regions (TL3), which set the ground for the categorisation of regions in
terms of the degree of rurality and in line with the OECD Principles on Rural Policy adopted by member
countries in 2019 (OECD, 2019)) (see Principle 2: Organise policies and governance at the relevant
geographic scale in Chapter 3).

Box 2.2. Definition of functional sub-regions in Colombia

Subregionalisation of Colombia’s territory takes up the OECD Rural paradigm

The newly developed territorial approach of the DNP 2018-2022 takes up the OECD rural territorial
classification paradigm, a commitment to thinking about the territory in a functional way beyond political-
administrative boundaries, aligning the country with the OECD’s regional development approach.

To this end, a classification based on previous exercises (e.g. System of Cities and Functional
Territories) was carried out to divide the country into sub-regions in such a way that functional criteria
took precedence over administrative or political criteria. This territorial functionality is depicted through
commutation flows and contiguity. Additionally, the notion of influence associated with the distance
(time) between territories is introduced. This influence component is identified on the basis of: i) the
urban population size of the municipality; as well as ii) the gross domestic product (GDP) (excluding
mining); and iii) the number of enterprises in the municipality. Moreover, in order to strengthen the
statistical component of the methodology, five workshops were held in different areas of the country
with decision-makers, organisations and actors in the territory in order to validate the exercise and
receive proposals for adjustments to the process described above.

This led to the definition of 101 sub-regions, which in several cases exceed political boundaries (only
30 sub-regions remain within a single department). In total, 93% of the sub-regions are made up of
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9 sub-regions. The advantages described by the DNP include: i) potentiating territorial associativity
and investment in regional projects on a supra-municipal scale, ii) connecting territories and taking
advantage of economies of scale in the provision of public services and the concurrence of sources of
investment; iii) improving the targeting of investments in public goods that generate spill-overs;
iv) strengthening intermediate levels of multilevel governance; and v) generating internationally
comparable information reports, which respond to the heterogeneity of the territory.

Source: RIMISP-DNP (2018y7)), Lineamientos conceptuales y metodologicos para la definicién de una subregionalizacion funcional en

Colombia,_https://colaboracion.dnp.gov.co/CDT/Desarrollo%20Territorial/; CEPAL (2016s)), Configuracion territorial de las provincias de
Colombia, http://www.dane.gov.coffiles/censo2005/provincias/subregiones.pdf.

The OECD regional typology

Building on the efforts of territorial categorisation in Colombia, this review adopts the OECD regional
classification (Territorial Level 2 [TL2] and Territorial Level 3 [TL3]) to better understand rural trends and
facilitate regional comparability across OECD countries (Box 2.3). This classification identifies two levels
of geographic units within OECD countries: i) large regions (TL2), which represent the first administrative
tier of subnational government that in the case of Colombia is Departments (interchangeably referred to
as regions in this review); and ii) small regions (TL3) that for Colombia is based on the efforts to build
provinces or sub-regions (RIMISP-DNP, 2018(7;; CEPAL, 2016(s; DANE, n.d.;9)). Both levels of regions
encompass the entire national territory.

The OECD regional approach identifies the degree of rurality of regions based on density, population
thresholds and their level of accessibility to cities (understood as Functional Urban Areas-FUAS). It then
takes into account the relative location of rural places with respect to FUAs and introduces the idea of
spatial continuity between urban and rural. TL3 regions cover the entire territory within countries, while
FUAs only capture a sub-sample of the territory. This territorial methodology is used for the 38 member
countries, allowing international comparability based on territorial functionality (presence of and access to
FUAs) (Box 2.3). While this does not intend to replace Colombia’s 2014 definition or the recent definition
of functional sub-regions, it can provide a classification of international comparability based on similar
criteria with other OECD countries.

Box 2.3. OECD TL3 revised typology

The OECD regional database collects and publishes regional data at two different geographical levels,
namely large regions (Territorial Level 2, TL2) and small regions (Territorial Level 3, TL3). Both levels
encompass entire national territories. TL2 regions tend to represent the first administrative tier of
subnational government (e.g. régions in France, estados in Mexico or states in the United States). TL3
regions are smaller territorial units that make up each TL2 region (e.g. départments in France or
provinces in Spain). For the case of Colombia, TL3 are based on the definition of provinces
(sub-regions).

The OECD has adopted a new typology to classify administrative TL3 regions. This classification allows
measuring socio-economic differences between regions, across and within countries. It is based on the
presence and access to functional urban areas (FUAs), a concept defining cities and the urban
hinterland, in other words urban economic agglomerations.

By controlling for these regional characteristics, the typology classifies TL3 regions into two groups,
metropolitan and non-metropolitan. Within these two groups, five different types of TL3 regions are
identified. Metropolitan regions (MRs) adopt as a threshold 50% population of the TL3 (small) region
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living in an FUA of at least 250 000 people; non-metropolitan regions (NMRs) use 60-minute driving
time as a threshold, a measure of access to an FUA.

The methodology follows the criteria below:

e Metropolitan TL3 region, if more than 50% of its population live in an FUA of at least
250 000 inhabitants. MRs are further classified into:

o Large metro TL3 region, if more than 50% of its population live in an FUA of at least
1.5 million inhabitants. This region is labelled as a “region with a very large city” or “region
with a city>1M”".

o Metro TL3 region, if the TL3 region is not a large metro region and 50% of its population live
in an FUA of at least 250 000 inhabitants. This region is labelled as a “region with a large
city” or “region with a city>250k”.

Non-metropolitan TL3 region, if less than 50% of its population live in an FUA. NMRs are further
classified according to their level of access to FUAs of different sizes into:

e With access to (near) a metro TL3 region, if more than 50% of its population live within a
60-minute drive from a metro (an FUA with more than 250 000 people); or if the TL3 region
contains more than 80% of the area of an FUA of at least 250 000 inhabitants. This region is
labelled as a “region near a large city” or “region near a city>250k”.

o With access to (near) a small/medium city TL3 region, if the TL3 region does not have access
to a metro; 50% of its population have access to a small or medium city (an FUA of more than
50 000 and less than 250 000 inhabitants) within a 60-minute drive; or if the TL3 region contains
more than 80% of the area of a small or medium city. This region is labelled as “region with/near
a small/medium size city” or “region with/near a city <250k”.

e Remote TL3 region, if the TL3 region is not classified as NMR-M or NMR-S, i.e. if 50% of its

population do not have access to an FUA within a 60-minute drive. This region is labelled as a
“remote region”.

The procedure described leads to more statistical consistency and interpretable categories that
emphasise urban-rural linkages and the role of market access. Throughout this report, reference will be
made to “rural regions” when referring to the group of non-metropolitan regions

Source: OECD (2020y1)), Rural Well-being: Geography of Opportunities, https://doi.org/10.1787/d25cef80-en; Fadic, M. et al. (201910)),
“Classifying small (TL3) regions based on metropolitan population, low density and remoteness”, , https://doi.org/10.1787/b902cc00-en.
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Figure 2.2. OECD countries by share of the population in rural regions (TL3), 2021
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Note: The urban-rural population share has been calculated as the percentage of the population living in metro regions over the total population,
rural as the share of the population in non-metro regions. OECD refers to the unweighted average.
Source: OECD (2022/11)), Regional Economy (database), https://stats.oecd.org/Index.aspx?DataSetCode=REGION _ECONOM# (accessed on
3 November 2021).
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According to the OECD regional methodology, Colombia’s share of the population living in rural regions
(42.1% by 2021) is slightly higher than the OECD average (41.4%) and other OECD Latin American
countries (Chile, 30% and Mexico, 34.7%). This OECD methodology depicts a territorial classification that
looks at rurality through an internationally comparable regional lens where Colombia is relatively more rural
than territorial classifications with a municipal focus, such as the proposed 2014 rural definition (30.4%)
and DANE'’s statistical definition (24% by 2021). Nevertheless, when using territorial methodologies at a
most granular level, Colombia remains a relatively high-urbanised country in international comparisons, as
identified through other international and national definitions of urbanisation (OECD, 202212)).”

Most of the rural population in Colombia locates within remote rural regions (16.9%), almost twice the level
of concentration in these types of regions across the OECD (8.9%). Regions with/near a small/medium
size city concrete the second greatest share of the rural population (14.2%), also above the share of OECD
rural population located in these types of regions. Table 2.1 shows a comparison between the OECD and
Colombia of the share of the population living in each type of region.
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Table 2.1. Distribution of regions (TL3) according to the degree of rurality, Colombia and OECD,
2021

Share of population per region (%)

Metropolitan regions Rural regions
. . . . . Regions with/near a
Regions with a very Regions with a Regions near a . : .
. . . small/medium size Remote regions
large city large city large city oity
Colombia 36.26 21.68 10.88 14.24 16.94
OECD "7 284 12.5 78 9.5

When looking at the administrative areas, 88% of municipalities are classified as rural, with an important
share of municipalities in remote rural regions (51%). Table 2.2 shows the distribution of municipalities by
the different types of regions according to the OECD typology explained:

Table 2.2. Municipalities of Colombia by OECD typology, 2021

Number of municipalities Share over total municipalities (%)
Metro large 36 3
Metro 96 9
Non-metro close to a big city 131 12
Non-metro close to a small city 290 25
Non-metro remote 569 51
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Figure 2.3. Degree of Rurality in Colombia, according to OECD (TL3) regional classification
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Source: OECD calculation based on the OECD TL3 regional methodology, OECD Regional Statistics https://www.oecd.org/regional/regional-
statistics/.

In Colombia, departments (TL2 regions) are the territorial level with the largest volume of information and
data. Therefore, this report uses regional data (TL2) to identify some of the rural development trends in
the country, when the information at the provincial (TL3) level is not available. To do so, this review
classifies the degree of rurality of Colombian regions (TL2) according to the share of people living in rural
TL3 regions (provinces) (Figure 2.4). The result displays a degree of rurality at the regional level from
regions in which 100% of people live in rural provinces (e.g. Guainia, Vaupés) to regions like Bogota where
everyone is considered urban.
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Figure 2.4. Share of the population by OECD regional typology in Colombia, 2021
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Source: OECD territorial methodology with data from DANE (2022;13)), Departamentos y municipios de Colombia (database), https://www.dato
s.gov.co/Mapas-Nacionales/Departamentos-y-municipios-de-Colombia/xdk5-pm3f (accessed on 15 January 2022).

Setting the scene: The Colombian context

Colombia is a country located in the north-western part of South America, with a land surface area of
1 141 748 km?, which makes it the 5™ largest country across both Latin America and OECD countries. It
borders in the east with Brazil and Venezuela, in the south with Ecuador and Peru, and in the west with
Panama, and is the only South American country with coasts on the Pacific Ocean and the Caribbean Sea.

Colombia is the second most populated country in South America, reaching 51 million inhabitants in 2021,
with 7.18 million inhabitants in its capital Bogota (DANE, 202213)). The 1991 Constitution establishes
Colombia as a unitary and decentralised republic that is divided administratively and politically into
33 divisions: 32 departments (TL2 regions), which are governed from their respective capital cities, and a
capital district, Bogota (also included as TL2 region in this report). Colombia is a highly concentrated
country, both demographically and economically.

The country has a unique diversity, ranking as the 3 most biodiverse country in the world (15% of the
world’s total) thanks to its great variety of climatic areas. Colombia’s thermal floors are: paramo, cold,
temperate and warm, which in addition to their particular climate, are also characterised by the fact that
each thermal floor is home to unique species and agricultural production. Colombia has one of the most
representative ethnic presences in South America. Amerindians, African immigrants and Hispanic
immigrants from the colonial era are the predecessors of the 5 recognised ethnic groups: Indigenous (4.4%
of the national population), Afro-Colombians (6.7%), Raizal (in San Andrés and Providence and Santa
Catalina Islands, 0.05%), Palenquero (mainly located in the municipality of San Basilio de Palenque,
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0.01%) and gypsy (0.0006%) populations inhabit the territory and make up Colombia’s ethnic diversity
(DANE, 2018y14); Ministry of Health and Social Protection, 2020;15)).

Colombia’s economy is the fourth largest in Latin America in terms of GDP (World Bank, 2020y1¢)), after
Brazil, Mexico and Argentina. It stands out in the international scene for the significant growth it has
experienced in the last decade in the export of goods and for the attractiveness it offers to foreign
investment and tourism. Its economy is heavily based on services at 64.2% (vs. 71.4% OECD average),
followed by industry, including construction, at 28.8% (26.0% OECD average) and agriculture, at 7.1%
(2.6% OECD average) (OECD, 202217;). Colombia’s main exports are mineral fuels, lubricants and related
materials representing 54.1% of the total, followed by food and live animals at 13.2%. Its net trade balance
is negative, as exports represent 15.9% of the Colombian economy while imports amount to 21.7%.

Agriculture is gradually reducing its weight in the national and rural economy. Despite still employing most
rural workers (62%), the sector’s share of national GDP declined by more than half over the past decades,
from 14% in 1995 to 6% in 2020. The diversity of the country’s climatic soils makes Colombia one of the
world’s top 5 producers of coffee, avocado and palm oil and one of the world’s top 10 producers of sugar
cane, banana, pineapple and cocoa.

Colombia has steadily strengthened its economy over the last two decades

Over the last two decades, Colombia enjoyed remarkable economic stability and growth (Figure 2.5).
Indeed, Colombia’s GDP growth rate averaged 3.8% per year during that period, which was coupled by a
declined in the unemployment rate (from 15.1% in 2001 to 13.4% in 2021). Even so, deep structural
problems remain in the labour market, such as high informality, where women and youth were particularly
affected not only during the pandemic but also since the 2008 crisis.

Figure 2.5. GDP growth in Colombia, Latin America and OECD, 1998-2021
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Source: Own elaboration with data from World Bank (20211s))), Database, https://data.worldbank.org/indicator/ (accessed on
2 November 2021).

StatLink Sz https:/stat.link/v9fcht
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After the global financial crisis and until the health crisis that led to an economic crisis in the wake of the
COVID-19 pandemic in 2020, Colombia’s economy grew solidly, above many Latin American countries
such as Brazil, Chile or Mexico. Colombia experienced a 39.1% increase in its economy between 2012
and 2019 (the OECD average was 21.3%), which was then hit hard by the arrival of COVID-19 with a 6.8%
drop in GDP (4.9% in the OECD). Colombia’s economy surpassed the pre-crisis level in the third quarter
of 2021 and GDP is projected to grow by 5.5% in 2022 and 3.1% in 2023. Private consumption is the main
driver of the recovery as employment picks up, although at a slower pace than economic activity (OECD,
2022;19)).

The economic growth after the 2008 crisis has come with a reduction of regional inequalities. In a country
with an important historic income gap between the richest regions and poorest ones, reducing inequalities
is an important objective to improving well-being and social cohesion in the country. During 2008 and 2018,
Colombia was the sixth OECD country that registered the greatest drop in regional income inequality
(measured as the ratio of the top 20% richest region over the bottom 20% poorest region) (Figure 2.6).
This closing of the gap was associated with the greater growth of regions dependent on natural resources,
which took advantage of the higher prices of commodities in the post-crisis period.

Figure 2.6. Change in regional (TL2) income inequalities, 2008 vs. 2020

Change between GDP per capita ratio of the top 20% of richest regions/bottom 20% of poorest regions between
2008 and 2020
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Source: OECD (2022(17), OECD Economic Surveys: Colombia 2022, https://doi.org/10.1787/04bf9377-en.

The demographic concentration has increased with the flow of regional migrations towards medium-sized
cities. Whereas, the country’s economy has been deconcentrated through the convergence of its regions.
This has important implications and is a relatively positive starting point for capitalising on pockets of growth
in these medium-sized cities. Moreover, it has the potential for spreading to the surrounding rural regions
and clustering some of the growth of these economic clusters, more delocalised from large cities than is
common in OECD countries.
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Yet, regional inequality remains high, with room for improvement

Despite the progress in closing the regional gap in the last decades, Colombian remains the OECD country
with the highest income gap between the richest and poorest regions (Figure 2.7). This territorial inequality
in Colombia translates into an urban-rural regional gap, where Bogota has almost five times the GDP per
capita of a rural region like Vaupés (Figure 2.8).

Thus, the last two decades of sustained growth have not been evenly spread across the territory and have
involved rapid growth in urbanisation. This was the result of massive migration flows from rural to urban
areas since the late 1930s (Camargo et al., 2020p20q)), partly due to the effects of violence that affected rural
areas more. As in most OECD countries, agglomeration economies tend to achieve larger economies of
scale, with higher sectoral productivity that allows higher wages than those located in less densely
populated regions (OECD, 2020(1;). The regions with the lowest GDP per capita in the country coincide
with those that rank as the most rural, e.g. Vaupés and Vichada are the two regions with the lowest
economic level (DANE, 202221;). As in other OECD countries, rural regions that register the highest GDP
per capita are resource-rich regions; in Colombia, these regions specialise in fossil fuels (e.g. Casanare,
Meta

~

Figure 2.7. Regional disparity in GDP per capita, OECD countries, 2008-20
Ratio of the top 20% richest TL2 regions over the bottom 20% poorest regions, GDP per capita
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of 20% of the national population is reached. Based on GDP per capita values expressed at 2015 constant prices, using OECD country deflators
and converted into constant USD PPPs, 2015 reference year. TL2 regions in Colombia are departments

Source: OECD (2022111)), Regional Economy (database), https://stats.oecd.org/Index.aspx?DataSetCode=REGION_ECONOM# (accessed on
3 November 2021).

StatLink S=r https:/stat.link/vr2bd8
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Figure 2.8. GDP and GDP per capita by department in Colombia, 2021
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Source: OECD (2022;17;), OECD Economic Surveys: Colombia 2022, https://doi.org/10.1787/04bf9377-en; DANE (2022113)), Departamentos y
municipios de Colombia (database), https://www.datos.gov.co/Mapas-Nacionales/Departamentos-y-municipios-de-Colombia/xdk5-pm3f
(accessed on 15 January 2022).

Inequalities are not solely monetary but affect a wide range of multidimensional factors that together dictate
the degree of well-being of the population. Thus, such urban-rural regional disparities also reflect in
well-being inequalities, including educational outcomes, access to digital connectivity labour and land
informality and security, among others (see section on well-being enablers). Effective access to quality
services also lags behind urban areas, with rural areas facing lower education attainment and healthcare
coverage (Chapter 4), poorer quality and accessibility to transport and water infrastructure as well as lower
broadband connectivity. Ultimately, the socio-economic disparities across the country become a more
complex task where inequality affects access to enabling development factors, beyond just monetary
inequality.

Moreover, Colombia ranks as one of the OECD and Latin American countries where a low-income citizen
requires more time to reach the national median income, 11 generations, which is 2 more generations than
in Brazil (9 generations), 3 more than Chile (6) and 5 more than Argentina (6), and far above OECD
average (4.5) (OECD, 2018p22)). Nevertheless, Colombia’s reform of the General System of Royalties
(2011-12) has helped reduced regional inequalities (OECD, 20171231) and its most recent reform in 2020
should help accelerate the investment in the poorest regions and reduce regional economic disparities
over time.

Despite the economic performance of the last decades, the growing risks of a global economic slowdown
in the short term, due to tighter financial conditions and inflationary pressures, would impact Colombia's
economic growth. Therefore, policy must ensure that the economic slowdown does not translate into
greater territorial inequality in the country.
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The population in Colombia has concentrated at a faster pace than its economy

Colombia has experienced a territorial concentration of its population in the last decade and ranks as
one of the most demographically concentrated countries in the OECD (Figure 2.9). In addition to the rapid
urbanisation trend in Colombia, the country’s geography, based on the presence of extensive forests like
the Amazon, desert land and mountainous terrain, has led to a concentration of settlement patterns in a
few geographic areas. In 2019, the country registers the fifth greatest territorial concentration after Canada,
Australia, Israel and Chile.

Unlike many Latin American countries, such concentration has not occurred in one single large
metropolitan region (above half a million inhabitants) but across different medium/small FUAs, which
reveals the polycentric structure of the country (OECD, 202212). This distribution of settlement patterns
highly concentrated around specific urban zones (Colombia has a classified system of 18 cities) could be
mobilised as an opportunity to unlock urban-rural synergies around pockets of growth.

While a large structure of small cities could in principle bring challenges in terms of achieving economies
of scale across all of them, it can also bring benefits to unlock development poles based on synergies with
surrounding rural areas. Mobilising these opportunities implies particular strong co-ordination, locally
across the municipalities but also with national policies (this would be discussed in the next chapters of
this review) (OECD, 202124)).

Figure 2.9. Geographic concentration index of the population in OECD countries, 2001 and 2019
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Note: The geographic concentration index depicts the spatial distribution of the population within Colombia, comparing the resident population
share and the land area weight over all TL2 regions. The index ranges between 0 and 100: the higher its value, the larger the regional
concentration. The geographic concentration index of population, which is comparable across countries, is calculated as:
Y (lpi — ai|/2) = 100 N i = 1, where pi is the population share of region i, ai is the area share of region i. Calculated with TL2 regions.
Source: Own elaboration with data from OECD (2022(11}), Regional Economy (database), https://stats.oecd.org/Index.aspx?DataSetCode=RE

GION_ECONOM# (accessed on 3 November 2021).
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Moreover, the analyses on the evolution of geographical concentration reveal a relatively lower
concentration of economic activities than people (Figure 2.10). It might be indicative of the relevant role of
extractive industries in the economy, which concentrates high value in a few regions that have a low share
of the population (e.g. Casanare). Such areas of economic activity can be further mobilised with particular
policies to create more diversified economies with greater linkages to urban regions.

Figure 2.10. Concentration index change of population and economy at the TL2 level in Colombia,
2004-20
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Note: The geographic concentration index offers a picture of the spatial distribution of population and economy within a country, as it compares
the share of the population and the land area of each region. 2004=100. The year 2005 has been adjusted due to outliers using previous and
subsequent values.

Source: Own elaboration with data from DANE (202213)), Departamentos y municipios de Colombia (database), https://www.datos.gov.co/Map
as-Nacionales/Departamentos-y-municipios-de-Colombia/xdk5-pm3f (accessed on 15 January 2022).

The post-COVID19 period has been used as an opportunity to bridge the territorial divide

The Colombian economy has made a remarkable recovery from the COVID-19 crisis, leaving an
opportunity to redirect these efforts and a positive trend for the country’s territorial cohesion. In fact, GDP
is estimated to grow by 5.5% in 2022 (OECD, 202217;). However, while some regions have coped relatively
well with the dual health and economic crisis, others have lagged, with significant effects on the well-being
of their populations. Overall, COVID-19 has exacerbated territorial inequalities that were already present
before the health crisis. Medium-term growth prospects depend on reforms to expand social protection
and boost productivity. Continuing efforts to make the rural economies converge is an important process
that brings not only economic prosperity but also social stability and peace.

During COVID-19, the unequal access to broadband and its quality further boosted territorial inequalities
in well-being in Colombia. As in most OECD countries, in Colombia, rural regions are the ones with lower
shares of the population with broadband connectivity and digital skills (see the section on well-being
enablers), which undermined the capacity of rural inhabitants to access work opportunities, government
services, education and health though virtual means. The post-pandemic context provides an opportunity
for the government of Colombia to close territorial inequalities in access to services by improving
broadband connectivity and digital skills as well as implementing strategies to attract remote workers to
rural areas (see Chapters 3 and 4).
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In a nutshell: Assets and challenges of rural regions in Colombia

Overall, Colombia’s rural regions have a number of assets to be mobilised, including an outstanding
diversity in terms of demography and environment: they are relatively young and have emerging economic
activities outside agriculture.

Table 2.3.Main assets of Colombian rural regions

Opportunity

Description

Demographic bonus

Ethnic diversity

Biodiversity

Resource wealth

Agriculture value
chains

Eco and cultural
tourism

Renewable energy
projects

Bioenergy

Environmentally
sustainable mining

Contrary to the trend of ageing population across OECD countries, Colombian rural regions benefit from a high share
of young population (26% in 2021), far above the OECD average (17%) and other OECD Latin American countries,
like Chile (20%). This demographic structure is a bonus for rural regions as young people are source of innovation
and vitality for communities. Regions close to small cities have the highest share of young population in Colombia
(27%),

Colombia is a source of culture, with a multi-ethnic and multilingual country including five recognised ethnic groups:
i) Indigenous; ii) Raizales; iii) black or Afro-Colombian population; iv) Palenqueros; and v) Roma or Gypsy population. This
multiculturalism is a source of alternative environmental knowledge and touristic potential as well as an amalgam of
know-how that is part of Colombia’s culture.

The country has 15% of the planet’s biodiversity, ranking it as the 1st country in the diversity of birds and amphibians. This
is both an opportunity and a responsibility, giving scope for tourism exploitation while requiring conservation/restoration
programmes. This biodiversity has attracted international attention for its high environmental value, especially in the current
context of ecological value awareness (FAAE, 2020ps)).

The country has a wealth of very important resources, ranking 6t in water volume, with high solar radiation, 2 in
Latin America in terms of in wind speed, fertile land with no growing seasons and rare minerals. Its sustainable resource
exploitation can be one of the most important development pathways for the country, especially towards the transition to a
low-carbon economy that OECD countries are striving for.

The strong value chains/innovation of sectors such as coffee or cocoa can serve as a guide for many other agricultural
sectors. The country already has a number of agriculture associations that can further promote economies of scale of small
farmers, which are the majority in the county (71% of farms are lower than 5 hectares).

Emerging rural sectors
To help preserve the environment, empower minorities and boost traditional economic activities. For example, Colombia
has great potential for birdwatching tourism (estimates of up to 7 500 new jobs in 10 years) with existing projects involving
Indigenous communities (in Guajira).
Ifitis linked to other sectors (e.g. agriculture), tourism is capable of generating greater indirect economic effects at the local
level (e.g. gastronomic routes).
To mobilise existent natural assets (e.g. wind, solar) to decarbonise and increase the resilience of the country’s energy mix,
while creating new income sources for rural communities (e.g. though benefit sharing mechanisms).

To benefit from the abundant raw material of agriculture, as most of the organic waste (99%) produced in Colombia comes
from agricultural and livestock activities (e.g. palm, sugarcane, biomass from agriculture or organic waste). It can provide
affordable energy for rural communities and an alternative income for farmers.

To leverage the geological potential of the country to benefit from the increasing global demand for the strategic minerals
needed to develop clean energy technologies, while unlocking new job opportunities locally and ensuring greater social
benefits for rural communities with strategies for environmental protection and involvement of local communities.
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Infographic 2.1. Summary of strengths of Colombia’s rural regions
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However, the country faces a number of medium- to long-term challenges that are bottlenecks for
sustainable rural development.

Table 2.4. Main challenges of Colombian rural regions

Challenge Description
Land informality Land in Colombia is highly concentrated among few landowners. In 2017, the average Gini coefficient of land ownership in
and high Colombia was 0.86 (UPRA, 201726 (where 1 corresponds to total concentration), above the level in Latin America (0.79),
concentration Europe (0.57) or Africa (0.56) (Ariza, 2022p7)

Labour informality

Lack of information

Poor transport
infrastructure

Low broadband
connectivity

Reduced access
and quality of
services

Moreover, the rate of land tenure informality reached 52% by 2019, with at least 75 municipalities that register land informality
rates between 75% and 100% (UPRA, 2020ps)).

Labour informality is higher in rural areas (84% in 2021) than the country average (63%). This is partially due to the high labour
informality in agriculture (88% informality). In addition, informality is greater among women (48% vs. 46% in men) (DANE,
2022p9).

There is a lack of information relevant to rural development in Colombia. There is no clarity on the number of vacant lands
(Baldios) or tertiary roads. There is no consolidated information system with characteristics of rural farmers or potential
beneficiaries of productive programmes.

Colombia’s road density (530 km per million inhabitants) is below countries of a similar level of development in Latin America
such as Brazil (1 066 km) and Mexico (1 188 km). Departments in the east and west of the country are still not connected to
the primary road network. Moreover, only 6% of the tertiary roads with available information are paved and many communities,
whose infrastructure is still inefficient, are only reachable by river. In the 2019 World Economic Forum (WEF) Global
Competitiveness Report, Colombia ranked 102 out of 140 economies in terms of road quality.

Given the geographic difficulty to reach rural regions with transport infrastructure, broadband access is likely one of the most
important drivers of rural development in Colombia. In rural areas (according to the DANE definition), only 28.8% of households
located in rural areas have broadband access (fixed and/or mobile), in contrast with 70% of households in urban areas.
Moreover, fixed broadband speeds in regions far from metropolitan areas are on average 79% slower than the national
average (2021). Colombia is one of the countries with the biggest urban-rural gap in broadband speeds in the OECD area.

Education: About 70% of children and youth without education in Colombia are located in rural areas. The rural population
has on average 3 fewer years of education than the urban population and only 5.1% of the rural population over 17 years of
age has a higher education degree. Likewise, the dropout rate in upper secondary and tertiary education is higher in rural
areas (45% of rural youth aged 18-22 do not complete upper secondary education).

Health: Issues in healthcare access start from maternity care in rural areas, with remote rural areas registering 86 maternal
deaths per 100 000 live births per year, compared to 42 maternal deaths in urban areas in 2019.

Electricity: In 2021, about 10.9% of Colombian rural households lacked an electricity service, far above the 0.1% of urban
households lacking this service.

Water. In 2021, about 47.5% of Colombian rural households lacked access to tap water, far above the 2.5% of urban
households lacking this service. Likewise, rural areas on average have a risk linked to their water quality (Water Quality Risk
Index for Human Consumption of 29.9 in 2019), almost 3 times as high as urban areas (11.3).
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Trust in institutions ~ The historical violence in the country had a greater impact on rural communities, becoming a barrier to the development of

and security these areas. It impacted the infrastructure and augmented transaction costs and land conflicts. Moreover, the conflict also
undermined communities’ trust in institutions, which created low levels of collaboration in some regions. Overall, in Colombia,
public trust in government is low (37% of the population reported trust in government in 2019) relative to OECD (52%) and
has declined over time (51% in 2017) (OECD, 2022;17)).

Infographic 2.2. Summary of weaknesses of Colombia’s rural regions
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Economic patterns shaping Colombian rural regions

Colombia and its rural regions are diversifying the economic structure

Colombia’s rural economy has evolved from an agricultural economy to a more diversified one. Until the
beginning of the 1990s, agriculture was the main productive sector of Colombia and the economy as a
whole was closely linked to its performance. Since the trade openness in the 1990s and the process of
structural transformation, the participation of agriculture in the national economy has reduced significantly
(from around 14% of the GDP in 1995 to 7.6% in 2020) (Figure 2.11).

This trend is associated with the development process of the country that has transitioned to a more
urbanised territory, where the service economy has gained participation. For instance, during 2010-20, the
sectors that grew the most in the economy were the public administration sector (+3.2 percentages points
[pp]), as well as financial and insurance activities (+1.9 pp). All in all, this transition has indeed brought the
participation of the agricultural sector closer to Latin American and closed the gap with levels of OECD
countries.
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Figure 2.11. Contribution of agriculture, forestry and fishing to the total economy in Colombia,
OECD and Latin America average, 1995-2021

Colombia Latin America and the Caribbean OECD average

Agriculture (% of GDP)
16
14
12
10

8

‘/_

6

4

2

0 1995 I 2000 I 2010 I 2015 I 2019 I 2020 I 2021

Note: Agriculture, forestry and fishing, value-added (% of GDP).
Source: World Bank (20211s)), Database, https:/data.worldbank.org/indicator/ (accessed on 2 November 2021).

Greater labour productivity levels in other sectors have driven new economic activities to overtake
agriculture and contribute to larger share of the national GDP. The labour productivity of Colombian
agriculture has remained about 4 times below the average of agricultural sector in OECD during 2005-18
(Figure 2.12).

Part of the reason behind the low productivity in agriculture relates to the atomisation of landholdings in
Colombia: 71% of all farms in Colombia are less than 5 hectares in size, with only 5% larger than
50 hectares. As Chapter 3 will develop, this situation poses a challenge to the scalability of the agricultural
sector. Associativity among producers is an ongoing policy that leads to economies of scale to invest and
manage machinery as well as to apply best-applied techniques, all aspects that improve competitiveness.
Likewise, that chapter will highlight that rural information systems have room for improvement, as the
suitability of crops and their management is greatly hampered by the lack of information available to experts
and producers.

However, it is worth noting that agriculture has increased its productivity in recent years, accompanied by
progress in agricultural extension in the country. Despite the productivity gap with other sectors, labour
productivity of agriculture (sectorial GVA per worker) has increased (26.9%) from 2005 to 2018, above the
labour productivity of the whole economy (22.4%) (Figure 2.12). Increasing efforts to improve enabling
development factors in the rural regions (e.g. infrastructure, land formalisation, etc.) need to be maintained
to boost agricultural output, improve food security and overall economic performance in the country.
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Figure 2.12. Labour productivity change of agriculture, forestry and fishing of Colombia and OECD,
2005-18
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Source: OECD (2021530), OECD Regional Well-Being (database), https://www.oecdregionalwellbeing.org/ (accessed on 27 May 2019).

Agriculture continues to be the main employer for rural workers, but non-traditional sectors are increasingly
becoming a relevant source of employment for the rural population. The national population employed in
agriculture in Colombia dropped from 22% in 2000 to 16.6% in 2019. In rural economies, agriculture still
employs most rural workers (60.3% in 2019), according to DANE’s territorial classification (DANE,
202231)).Yet, the structural transformation in the country has led to a rise of the role of service sectors in
rural employment. Between 2015 and 2021, the sectors that increased the most participation in rural
employment were professional and scientific activities, transport and distributive trade (Figure 2.13).

By 2019, tertiary activities? accounted for the largest value-added of Colombia’s municipalities in rural
regions (Figure 2.14). The more urbanised the municipality, the greater the presence of secondary
activities, leaving the remote regions with a strong focus on primary activities, mainly agriculture, fishing,
forestry and hunting. If the primary sector accounts for 20% of the value-added in rural regions close to a
large city, the figure more than doubles for remote regions (41%).
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Figure 2.13. Change in the share of rural employees by sector, 2015 vs. 2021
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Note: This figure measures the change between 2015 and 2021 in the number of rural employees by sector as a proportion of total rural
employees.

Source: DANE (2022113)), Departamentos y municipios de Colombia (database), https://www.datos.gov.co/Mapas-Nacionales/Departamentos-
y-municipios-de-Colombia/xdk5-pm3f (accessed on 15 January 2022).

Figure 2.14. Value-added by type of activity and regional typology in Colombia, 2019
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Note: By type of activity and OECD regional classification in Colombia. Calculated as the aggregate value at the municipal level in COP millions,
based on 2015, current prices. Tertiary activities include: electricity, gas and water activities; commerce; repair of motor vehicles; transport;
accommodation and food service; information and communication; financial and insurance; real estate activities; professional, scientific and
technical activities; administrative and support service; public administration; education; health; arts and recreation; activities of individual
households

Source: Own calculation based on (World Bank, 20211s))
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Economic diversity enhances the resilience of regions

OECD regions that have undertaken a catching-up process in their stages of economic development have
been characterised by a high level of diversification and greater share of concentration in tradable activities
(OECD, 201632)). Likewise, a diversified economic structure increases opportunities for innovation and
economic resilience (Warf and Storper, 200033). However, in Colombian rural regions, non-tradable
sectors such as public administration and distributive trade are the main sources of employment
(Figure 2.15).

Rural regions show higher levels of specialisation (employees in a region devoted to a single sector) than
urban regions. For example, an average specialisation of 37.6% for rural regions, over 24.9% for urban
regions in their more predominant sector (Annex Table 2.A.1). In the top 5 regions with a high degree of
rurality, most of the employment is concentrated in public administration — e.g. Chocé (41% in 2020),
Vichada (38.2%) and Caqueta (35.2%) — with the exception of those rural regions highly specialised in
extractive industries- e.g. Casanare (46% in industry and mining) (Figure 2.15). In the top 5 regions with
the highest share of urban population, the distributive trade sector stands out as the relevant sector in most
regions- e.g. Atlantico (20.8%), Risaralda (20%), and Bogota (19.6%). In the other high-urbanised regions,
Quindio and Valle del Cauca, the predominant sectors are public administration (20.8%) and
manufacturing (18.2%), respectively.

Figure 2.15. Top 5 rural-urban regions by economic specialisation in Colombia, 2021
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Note: Darker shade for rural regions (>50% population living in rural areas) and lighted shade for urban regions (<50% of the population living
in rural areas).

Source: Own elaboration with data from DANE (202213)), Departamentos y municipios de Colombia (database), https://www.datos.gov.co/Map
as-Nacionales/Departamentos-y-municipios-de-Colombia/xdk5-pm3f (accessed on 15 January 2022).

Diversification can also be associated to competiveness and resilience across regions. Figure 2.16
explores regional competitiveness though the Colombian Private Competitiveness Council’s regional
competitiveness index, which reveals that the most competitive regions — e.g. Antioquia, Valle del Cauca
or Santander tend to record the highest levels of diversification, measured through the Herfindahl-
Hirschman index (HHI).® This contrasts with the three regions with the lowest level of competitiveness:
Vichada, Guainia, which also record among the lowest levels of diversification. While the association of
diversification and competiveness does not hold evenly across regions (as in Casanare or Meta), it sheds
lights on drivers and goals to boost regional growth.
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Figure 2.16. Departmental Competitiveness Index and Herfindahl-Hirschman Index of
diversification, 2020 and 2021
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Note: The Herfindahl-Hirschman index is adapted to measure employment concentration across sectors. It is the sum of the squares of the
employment shares of sectors over the regional economy. Higher values indicate greater concentration. As for the competitive index, 2020-21
has been developed by the Colombian Private Competitiveness Council (Consejo Privado de Competitividad) and consists of 4 analysis factors
(enabling conditions, human capital, market efficiency and innovative ecosystem), 13 pillars (institutions, infrastructure and equipment,
information and communication technology [ICT] adoption, environmental sustainability, healthcare, basic and secondary education, higher
education and job training, business environment, labour market, financial system, market size, sophistication and diversification, and innovation
and business dynamics) and 103 indicators.

Source: Own elaboration based on data from DANE (20223), Departamentos y municipios de Colombia (database),
https://www.datos.gov.co/Mapas-Nacionales/Departamentos-y-municipios-de-Colombia/xdk5-pm3f (accessed on 15 January 2022) and CPC
(202134, Indlice Departamental de Competitividad, https://compite.com.co/indice-departamental-de-
competitividad/#:~:text=En%20el%20m%C3%A1s %20reciente %20Reporte,pron%C3%B3sticos %20de %20todo%20el%20planeta (accessed
on 12 March 2022).

More urban regions have greater diversity, allowing them to diversify their activities and generate sectoral
interlinkages that allow for marginal increases in productivity. As productivity is one of the major bottlenecks
in rural regions — as well as labour informality —, increasing diversification requires a series of important
incentives and enablers, from infrastructure to innovation programmes among others as mentioned above.

Rural economies face high labour informality and low education attainment

Labour informality in Colombia is geographical more prevalent in rural economies (Figure 2.17). Colombia
has long faced high levels of labour informality (63% in 2019), relative to the average of selected
Latin American countries (45.9%), below Peru (78%) but above countries like Argentina, Brazil and Chile
(OECD, 202217)). Informal employment is highly segmented by socio-economic characteristics. Most
migrants, young workers, self-employed and part-time workers hold informal jobs. Labour informality in
rural areas (85.6% in 2019) is almost 23% higher than the above the national average and this gap has
slightly increased in the last decade (20% in 2008), although the national informality level has decreased,
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supported by increased development and contribution of the 2012 tax reform that reduced payroll taxes
and employer’s health contributions, facilitating the supply of formal employment (OECD, 2022[17)).

Various factors help explain such geographic concentration of labour informality. First, the relevance of the
agricultural sector as the main source of employment for rural economies has been accompanied by the
high use of informal contracts and a low level of insertion into the social security system. The largest share
of agricultural workers is classified as self-employed, followed by private sector employees, day labourers
(or farm workers) and unpaid family workers. In fact, 66% of those employed in agriculture are
self-employed or day labourers and contribute less to pensions than in the urban sector (Otero-Cortés,
2019s)). Also, the protection system is based on the individual’s ability to pay and their employment status
(based on contributions), it leaves little room for inhabitants of rural areas, who have lower and more
unstable incomes and often lack formal contracts. This issue is still present as pension coverage is less
than 15% across rural workers (Otero-Cortés, 20193s)). Lastly, the historic internal conflict that produced
forced displacement also led to informal labour arrangements and job uncertainties (Calderén-Mejia and
Ibanez, 201636); Fernandez, Ibanez and Pena, 201437).

Moreover, high levels of business informality also led to low-quality labour contracts. Around 76% of
microenterprises were not registered with the tax administration and 89% were not registered in the
chamber of commerce in 2020 (OECD, 202217;). This is highly correlated with low compliance for hiring
formal workers and following sanitary standards, e.g. 88% of microenterprises do not contribute to
healthcare or to pension and 95% do not contribute to professional risks (Eslava, Haltiwanger and Pinzén,
20193g)).

As identified in previous studies by the OECD, high mandatory social contributions and costly and complex
business regulations hamper the formalisation of firms and jobs in Colombia. Some of the OECD
recommendations to reduce informality include establishing a comprehensive strategy to foster
formalisation, including lower non-wage costs, stronger enforcement and improvements in tax
administration and a reduced tax burden on formal labour income, by gradually shifting the financing
burden of social protection towards general taxation (OECD, 2022(17)).

Figure 2.17. Informality by type of region in Colombia, 2008-20
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Note: Rural areas according to DANE's classification. Twelve-month averages. Informality is defined as the percentage of workers in employment
not contributing to the pension system. The statistical definition is different from the one followed by DANE. Months after the COVID-19 pandemic
no included as some questions were not asked in household surveys

Source: OECD (2022;17)), OECD Economic Surveys: Colombia 2022, https://doi.org/10.1787/04bf9377-en OECD (2022(17)), OECD Economic
Surveys: Colombia 2022, https://doi.org/10.1787/04bf9377-en
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The formal employment rate is highly correlated with the educational attainment of workers (Figure 2.18).
The highest employment rates are found among workers with tertiary education (47%). Moreover, the
degree of informality is also lower at this level of education, accounting for only 24% as opposed to 59%
for those with secondary education, 81% for primary education and 91% for those with no education.
Providing training to adults and access to higher education also proves to be essential to enable formalising
older workers who would find it difficult to re-enter the education system.

Figure 2.18. Employment rate and informality rate by educational attainment in Colombia, 2021
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Source: Own elaboration with data taken from DANE (2022;39)), Encuesta Nacional de Calidad de Vida (ECV) 2021, https://www.dane.gov.coffi
les/investigaciones/condiciones_vida/calidad vida/2020/Boletin_Tecnico ECV_2020.pdf (accessed on 26 October 2021).

Unemployment in rural areas is lower than in urban, despite labour informality

Although high levels of informality could affect statistics in comparing unemployment rates, the absorption
of employment in rural areas is relatively better than in urban (Figure 2.19). In 2021, the unemployment
rate in rural areas (8.1%) was lower than in urban areas (14.8%) and the national average (13.4%). The
trend over the last 2 decades has been one of declining unemployment; accompanying the good
performance of the economy at the national level, from 15.1% in 2001 to a level of 10.5% in 2019, before
the COVID-19 pandemic (2022 would also reach a level below 11%) (DANE, 20221)).

Particularly positive has been the employment performance in rural areas, which has gone reached a level
before the pandemic of 6.5% (2019). The COVID-19 pandemic also revealed the role of rural economies
to maintain levels of employment relative to urban areas, which was associated with the relevance of
primary sectors as essential activities that cushion economic shocks. Primary economic sectors, such
agriculture, helped cushion the impact of the external shock and proved to be essential activities composed
of indispensable workers.
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Figure 2.19. Unemployment rate by typology in Colombia, 2001-21
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Note: Based on DANE's territorial classification at the municipal level (urban centres vs. dispersed rural and populated centres).
Source: DANE (2022p13)), Departamentos y municipios de Colombia (database), https://www.datos.gov.co/Mapas-Nacionales/Departamentos-
y-municipios-de-Colombia/xdk5-pm3f (accessed on 15 January 2022).

Demographic patterns in Colombian rural regions

Colombia’s population continues to grow regardless of region, with particular strength
in several rural areas

Urban regions have a larger population size, yet the majority of the territory is rural. Half of the regions are
rural and the other half urban (16 of 32 excluding Bogoté Capital District, see Figure 2.4), although the
rural regions are home to 42.1% of the country’s total population. Moreover, when looking at the
administrative areas, 88% of municipalities are classified as rural, with an important share of municipalities
in remote rural regions (51%).

Most urban regions, especially the capital Bogota, have populations ranging from 7.8 million inhabitants to
562 000 in Quindio. On the rural side, Boyaca has a population of 1.2 million inhabitants and Vichada has
114 000 inhabitants. The same fortune has been experienced by the rural regions, with Vichada leading
the way in population growth (128%), followed by Casanare (121%). The urban regions concentrate the
highest population rates but, due to their size, their relative growth is more contained, although all the
regions have experienced positive growth in the last decade.

This recent positive trend is coupled with a regional displacement within the territory as a result of the
armed conflict: 774 494 households have been expelled from 1 115 municipalities and departmental
districts, which means that 7.3% of the Colombian population lives or has lived in a condition of forced
displacement (RUPD, 2017u0). All in all, this phenomenon has resulted in large internal migration flows,
especially from rural to urban areas of all sizes. For instance, the most affected were Antioquia with more
than 100 000 displaced persons, followed by Chocd, Magdalena and Bolivar with more than 40 000. The
most critical years of mass displacement were 2000, 2001 and 2002, coinciding with the increase in
confrontations between guerrillas, the state and paramilitaries. This situation has improved significantly
with the peace treaty, having reduced by 90% the number of displaced persons in recent years.
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Colombia’s population has grown in all regions, especially in large metros, but aggregated increases in the
rest of the regions show a rather balanced demographic increase throughout the territory (Figure 2.20).
Large metro regions have grown by 57% since 2000, above the 22% of remote rural regions. For small
and medium metro regions, the values are close (39% both in 2021), with urban metros maintaining slightly
higher growth until the pandemic, having equalised after the COVID-19 pandemic. Rural regions close to
a small city have maintained a constant gap from rural regions close to a large city over the same period
(31% and 29%).

Figure 2.20. Population growth by regional typology in Colombia and OECD, 2000-21
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Source: Data from OECD (2022111)), Regional Economy (database), https://stats.oecd.org/Index.aspx?DataSetCode=REGION _ECONOM#
(accessed on 3 November 2021).

StatLink = https:/stat.link/07i5d8

In recent years there has been an important international migratory flow in Colombia, especially from
Venezuela. In fact, according to figures from the Interagency Group on Mixed Migration Flows, of the
1.7 million Venezuelans who have immigrated to Colombia, around 760 000 have regular status. Of these,
around 95% have the intention of staying in Colombia. In particular, Bogota (393 716) and Antioquia
(264 148) are the departments that host the most Venezuelans (Ministry of External Relations, 202141)

The Colombian population is young, particularly in rural areas

Contrary to the trend of ageing populations across OECD countries, Colombian rural regions benefit from
a high share of young people (0-14 years old) (26% in 2021), far above the OECD average (17%) and
other OECD Latin American countries, like Chile (20%) (Figure 2.21). This demographic structure is a
bonus for rural regions as young people are a source of innovation and vitality for the community, and an
important asset for future economic growth and regional attractiveness. Across rural regions, regions close
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to small cities have the highest share of young people in Colombia (27%), above the average for the same
type of regions in Latin America (25%) and the OECD (16%).

Similarly, Colombian rural regions have a higher share of working-age population (15-64 years old) (65%
in 2021) than rural regions in comparable Latin American countries (66%) and OECD countries (64%).
Nevertheless, within Colombia, urban regions have a higher share of working-age population (69%),
particularly large metropolitan regions.

Figure 2.21. Population structure of Colombia and OECD, 2021
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Yet, the share of young people in rural places depicts a decreasing trend

Despite the demographic bonus of Colombia’s rural regions, the share of young people is shrinking in line
with international trends (Figure 2.22). Between 2009 and 2021, the share of young people over the
working-age population (youth dependency ratio) in Colombia’s rural regions decreased from 49% to 41%,
a more drastic drop than the OECD average (from 30% to 29% in 2019). Likewise, this ratio in Colombian
urban regions felt from 39% in 2009 to 31% in 2021.

Nevertheless, the share of elderly relative to the working-age population in Colombian rural regions (14%
in 2020) has remained about half of the OECD average (29%) and has increased below the trend of OECD
and the Colombian urban regions (Figure 2.23). Between 2009 and 2020, this share of the elderly
population in Colombian rural regions increased by 2.5 pp, below the growth in Colombian urban regions
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(3.7 pp) and OECD rural regions (5.6 pp). The low elderly dependency ratio benefits from a still-growing
working-age population, which can offer, with the right skills, a dynamic labour market to unlock new
business opportunities.

Figure 2.22. Youth dependency ratio in Colombia and OECD average in 2009-21
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Note: The youth dependency ratio is the population ages 0-15 divided by the population ages 16-64.
Source: OECD (202211)), Regional Economy (database), https:/stats.oecd.org/Index.aspx?DataSetCode=REGION _ECONOM# (accessed on
3 November 2021).

Figure 2.23. Elderly dependency ratio in Colombia and OECD average, 2011-21
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Note: The elderly dependency ratio is the population aged 65 and over divided by the population aged 16-64.
Source: Data from OECD (2022111)), Regional Economy (database), https://stats.oecd.org/Index.aspx?DataSetCode=REGION _ECONOM#
(accessed on 3 November 2021).

As in most OECD countries, there is an increasing ageing trend that calls for short-term actions to capitalise
on demographic bonuses in Colombian rural regions. To this end, OECD countries are increasing their
focus on the empowerment of young people and their retention in rural economies thorough better
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matching of education opportunities and labour offers (Chapter 4) or support to social innovation and
entrepreneurship (Chapter 3).

Women'’s inclusion leads to improved social cohesion and economic prosperity

Women represent 50.04% of the population living in rural regions of the country (48.2% according to
DANE'’s classification). While Colombia has a slightly greater proportion of women than men (95 men per
100 women), this proportion is smaller in rural (99) than in urban regions (92). Large metropolitan cities
concentrate the greatest number of women (approximately 9.7 million), followed by small- and medium-
sized cities (5.7 million). Instead, in rural areas, remote rural regions have the greatest number of women
(4.2 million), ahead of rural regions close to small cities (3.6 million) and those close to large cities
(2.8 million).

However, while young women outnumber young men in all types of Colombia regions when looking at
working age, remote rural regions are the only type of regions that experience a lower share of women.
This shapes population growth, with remote rural regions experiencing the highest growth of the number
of men relative to women across all types of regions (Figure 2.24). This phenomenon can be associated
with lower opportunities for formal work in rural economies.

Figure 2.24. Gender population change by type of region in Colombia, 2000-21
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Source: Own elaboration with data from DANE (202213)), Departamentos y municipios de Colombia (database), https://www.datos.gov.co/Map
as-Nacionales/Departamentos-y-municipios-de-Colombia/xdk5-pm3f (accessed on 15 January 2022).

Women'’s role in the rural and family economy and, thus, their social and economic conditions, have
historically been invisibilised. Partly because their role in the economy has been mainly oriented towards
tasks traditionally considered to be of low productivity (e.g. care roles), but indispensable for the good
functioning of rural communities (Figure 2.25). In rural Colombia, only 29.2% of the employed population
is female by 2020, although they represent 46.8% of the rural population in working age (DANE, 202142)).
Consequently, unemployment rate of rural women (16.2% in 2020) is about three times higher than men
(5.7%), and within the working-age population outside the labour force in rural areas (neither working nor
looking for job), women represented twice the level of men (67.9% vs 32.9%). This contrasts with the
higher educational attainment of rural women, where 7.9% have higher or postgraduate education, and
21.4% have secondary education, as opposed to 5.6% and 18.3% respectively for rural men (DANE,
2021427)
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All'in all, women account for 82% of work in the home, as well as 59% of unpaid domestic work, compared
to only 18% and 41% for men respectively. This imbalance in favour of men is also evident in other roles
that provide better income in the labour market - e.g. private employees (72% men vs. 28% women) and
employers (84% vs. 16%). Only the public sector in the rural context has more women (52%) than men
(48%) (DANE, 202239)).

Figure 2.25. Occupational position by gender in rural areas in Colombia, 2019
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Note: Rural areas have been selected using the DANE territorial classification (DANE, 2022;13)).

Source: Own elaboration with data taken from DANE (2022;39)), Encuesta Nacional de Calidad de Vida (ECV) 2021, https://www.dane.gov.coffi
les/investigaciones/condiciones vida/calidad vida/2020/Boletin Tecnico ECV_2020.pdf (accessed on 26 October 2021).

This gender specialisation has implications in poverty rates, with women more exposed to poverty as they
are more engaged in lower-paid economic activities. By 2020, 46.9% of households headed by women
were in a situation of monetary poverty, above the 41.5% of households headed by men (DANE, 20212)).
Against this backdrop, focusing rural policies, whether productive or social, on the needs of rural women,
with recognition of their care roles, would have an important multiplier effect in reducing rural poverty and
labour informality, unlocking thus new business opportunities in these economies.

Well-being enablers

Snapshot of quality of life in Colombia

Quality of life is a cornerstone to build prosperous communities, improve social cohesion and regional
attractiveness for people and businesses. Due to the lack of data available to compare well-being
internationally at the provincial level (TL3 regions), the analysis presented in this section describes
well-being at the department level (TL2 regions) by adopting the OECD Regional Well-Being framework
(Box 2.4). The OECD regional well-being analysis provides a tool to assess the region’s strengths and
weaknesses, monitor trends and compare their results with those of other regions, nationally and
internationally (Box 2.4). As the available data on well-being come from various sources (e.g. DANE,
OECD regional database), each using a different territorial typology, this section uses the typologies
corresponding to the source data, mentioning when it differs from the OECD taxonomy.
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Box 2.4. OECD Regional Well-being indicators

Building comparable well-being indicators at a regional scale

The OECD framework for measuring regional well-being builds on the OECD Better Life Initiative at the
national level. It goes further to measure well-being in regions with the idea that well-being data are
more meaningful if measured where people experience it. Besides place-based outcomes, the
framework also focuses on individuals, since both dimensions influence people’s well-being and future
opportunities.

In line with national well-being indicators, regional well-being indicators concentrate on informing about
people’s lives rather than on means (inputs) or ends (outputs). In this way, policies are directed to
well-being features that can be improved by policies. Regional well-being indicators also serve as a tool
to evaluate how well-being differs across regions and groups of people. Regional well-being indicators
are multidimensional and include both material dimensions and quality-of-life aspects. They also
recognise the role of citizenship, institutions and governance in shaping policies and outcomes.
Although well-being dimensions are measured separately, the regional well-being framework aims to
allow for comparisons and interactions across multiple dimensions to account for complementarities
and trade-offs faced by policy makers. At the same time, the comparison of regional well-being
indicators over time allows comparing dynamics of well-being over time, as well as the sustainability
and resilience of regional development.

Regional well-being in Colombia is measured along 8 well-being dimensions to reflect the quality on
environment, social networks, life satisfaction, civic engagement, availability of jobs, health, education
and safety (Figure 2.26). The figure below shows the details of the indicator used for each dimension.

Figure 2.26. Indicators by well-being dimension, Colombia

Country OECD Top Colombian regions
Average 20% regions Top 20% Bottom 20%
Environment

O Level of air pollution in PM 2.5 (pg/n?*), 2019 225 7.0 14.2 29.7
@ Com munity

Perceived social netw ork support (%), 2014-18 88.6 94.1 929 83.1
O Life Satisfaction

Life satisfaction (scale from 0 to 10), 2014-18 6.2 7.3 6.7 5.5

Civic engagement

Voters in last national election (%), 2019 or latest year 60.3 84.2 69.1 53.3
Jobs

Employment rate 15 to 64 years old (%), 2019 64.4 76.0 718 515

Unemployment rate 15 to 64 years old (%), 2019 10.0 33 6.9 12.3
o Health

Life Expectancy at birth (years), 2018 75.6 82.6 78.5 729

Age adjusted mortality rate (per 1 000 people), 2018 6.1 6.6 5.2 6.9

) Education

Population w ith at least upper secondary education, 25-64 year-olds (%), 2019 54.5 90.3 69.2 426
6 Safety

Homicide Rate (per 100 000 people), 2016-18 26.6 0.7 15.0 475

Source: OECD (n.d.u3)), OECD Regional Well-Being (database), Accessed on June 2022 www.oecdregionalwellbeing.org.
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Regional well-being is measured through different areas, economic, environmental and social, which for
Colombia are measured through eight dimensions (Figure 2.27). Out of these, some Colombian rural
regions on two dimensions: environmental quality (on air pollution), where Vichada ranks at the top 20%
of OECD regions, and community (social network support), where Arauca registers the highest
performance. However, regional differences are stark in almost all well-being dimensions. In Environment,
despite the good performance of Vichada, most regions are in the bottom 20% of OECD regions. This is
similar in dimensions such as jobs and education. Yet, the high level of labour informality can distort the
“jobs” dimension (employment and unemployment), and the high ranking of Guajira must be taken with
caution. In terms of safety, all Colombian regions are part of the bottom OECD 25% regions (Figure 2.27).

Figure 2.27. Well-being regional disparity, large region (TL2)

QO Top region @ Bottom region @ Bogota Capital District o Departamentos
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8 g o District
E o Casanare La Guajira ©
=
%8: g o ? O
o o . Bogota
8 o
§ 3 8 ° i 8 0 s Capital
o E . N ] g . : District
= 6 8 o . ¢ @
5 . 5 . g & g e Guaini
i 8 ° ° g Norte de 8 sl
® R 8 ° o o g Santander % @
&~ o °
Bogota g e @ Notede g
E = 8 .2
5/ Gapitall o I SHRGAS | T Santande@® Caquetd @  Valle del
2 District 8 ® 00 @ vyichada ® Cauca
O O© O © O 6
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Note: Relative ranking of the regions with the best and worst outcomes in the 8 well-being dimensions, with respect to all 440 OECD regions.
The 8 dimensions are ordered by decreasing regional disparities in the country. Each well-being dimension is calculated based on the indicators
and time dates depicted in Figure 2.26.

Source: OECD (n.d.u3)), OECD Regional Well-Being (database), Accessed on June 2022 www.oecdregionalwellbeing.org.

Departments in Colombia, on average, experience a relatively good performance in the following
dimensions:

o Life satisfaction. Life satisfaction in Colombia is 6.2 on a scale between 0 and 10, broadly in line
with the OECD average of 6.5. This indicator captures a reflective assessment of how things are
going in one’s life and allows one to evaluate which life circumstances and conditions are important
for subjective well-being. Caldas ranks as the region with the highest level of life satisfaction, close
to the top 20% of the OECD, which scores 7.3.

e Community perception of social network support. According to 2018 Gallup’s survey, the
average of the Colombian regions registers a level of 88.6 percent, a relatively high figure given
that the threshold of top 20% of the OECD is around 94 percent. As for the rural regions like Arauca,
it manages to place itself among the top OECD regions with a greater perception of social networks.
This dimension is relevant as it explains the nature of social interactions whose scope also has
wider implication, including support for social innovation and resilience capacity.
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In contrast, the four well-being dimensions where Colombian regions a markedly lower performance than
OECD regions are:

Safety. Colombia concentrates almost all its regions in the bottom 20% of the OECD in terms of
safety. In fact, the country average is 26.6, 10 times higher than the OECD average (2.6). Regions
such as Valle del Cauca (47.5) are among the bottom 20% of the country. This is very important
for the well-being of citizens, as it is part of the more structural perception of the daily living
conditions. Indeed, the biggest impact of crime on people’s well-being appears to be through the
feeling of vulnerability that it causes.

Civic engagement. The voter turnout in Colombia (53% in 2019) is far below the OECD average
(69%). This is particularly relevant for well-being because participation in society, for example
through the expression of political voice, is essential for individual well-being. Political voice is not
only part of the basic freedoms and rights of human beings, but also enhances the accountability
and effectiveness of public policy. Moreover, public trust in government is low (37% of the
population in 2019) relative to OECD countries (52%) and has declined over time (from 51% of the
population reporting trust in 2017) (OECD, 202217). Low trust in public institutions also deter
whistle-blowers from reporting corruption cases. In fact, 58% of Colombians consider it unlikely
that complaints generate any consequences, while 78% indicate that they would suffer retaliation
if they report (Pring and Vrushi, 20194)).

Jobs. Employment and unemployment show structural weaknesses in the country’s labour market,
a fundamental building block on which to build a strong national economy. The average regional
unemployment rate of Colombia regions (15.8% in 2020 last data available for international
comparisons) is more than twice the OECD average (7.3%) (OECD, 202211;). The employment
rate in Colombia is 58%, while the OECD average is 66%.

Environment. The environment in the regions of Colombia reaches very different values
depending on the region, revealing a very high inequality in environmental outcomes. The average
air pollution across Colombian regions (14.6 ug/m? experienced by the population in 2019) is above
the OECD average (12.0) and above European countries in the OECD (10.8). Yet, air pollution in
Colombian regions is below the average across Latin-American countries in the OECD (Chile,
Costa Rica, Mexico) (20.3). The average air pollution of Colombian regions classified with 100%
rural degree (Figure 2.4) (14) is similar to the national average, which reveals that some regions
(e.g. Arauca, Choco) face similar air pollution levels in their villages, which might be associated to
methods to produce electricity (fossil fuels) or extractive activities that generate negative effects.

Civil infrastructure has proved crucial for Colombia and still has significant room for
improvement

Road infrastructure

The Colombian road network spans 206 500 km?, of which 8% corresponds to the National Primary
Network, 22% to the departmental network and 70% to the municipal network (also known as tertiary
roads). Overall, Colombia ranks 102™ in road quality among 142 countries according to the World
Economic Forum in 2019, resulting in high costs of transporting goods and people across the country and
to ports (The Global Economy, 20204s)).

Colombia ranks very similarly in quality of roads (3.0) and quality of overall infrastructure (3.1) to Brazil
(3.2 and 3.1 respectively) and Argentina (3.3 and 3.2), but far behind other Latin American countries
including Chile (5.2 and 4.7) and Mexico (4.4 and 4.1) (Figure 2.28). Rail infrastructure in Colombia is
scarce and its quality ranks below the former four Latin American countries and the OECD.
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Figure 2.28. Quality of infrastructure for Colombia and selected Latin American countries, 2017

E Quality of railroad infrastructure [ Quality of roads I Quality of overall infrastructure

Quality ranking points
6 -

OECD Chile Mexico Argentina Brazil Colombia

Note: Values are normalised so that on a scale of 1 to 7, the higher the value, the higher the level of infrastructure quality.
Source: WEF (2019us]), Global Competitiveness Report 2017-2018, http://reports.weforum.org/global-competitiveness-index-2017-
2018/?doing wp_cron=1649002273.3697540760040283203125 (accessed on 12 December 2021).

The degree of isolation of Colombia’s territory has had an impact on the economic and social development
of the regions. There is a high correlation pattern between the areas with the highest levels of violence,
poverty and illicit crops in the country and those with developed road infrastructure (Figure 2.29). An
adequate transport network would improve the accessibility of vulnerable communities to alternative
sources of income and government services, including healthcare, education, security and justice.

Figure 2.29. Tertiary road density and prioritised municipalities

Municipalities with

Tertiary network g*/?‘ \fd high conflict density
density km/km? o \f\\' 3 ‘ Conflict incidence rate
& 2002-2013

I Prioritised - 258 municipalities with a high
incidence of conflict

2
¢

Source: Murillo, C. (201747)), “Desafios para el desarrollo de la red vial terciaria en el posconflicto”, https:/doi.org/10.16924/revinge.45.5.

m Deficient connectivity EEERER Not prioritised - 884 municipalities with
p. low incidence of conflict

Good or eficient connectivity Non-municipalised areas

Given the geographic challenges in Colombia and the historic lag in connectivity in some rural regions,
advancing other types of transport infrastructure is relevant for rural development. As explained in
Chapter 4, the lack of railways and other alternative modes in Colombia led to congestion of road traffic by
both passenger and freight transport.
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In terms of the railway infrastructure, 49% of Colombia’s current railway network is inactive and 5% of the
private network is dedicated to coal transport. the national government presented the Railway Master Plan
in 2020, which is a strategy that seeks to reactivate the country’s railways and boost the economy after
the pandemic caused by COVID-19 (DNP, 2020ug)). If the plan is successfully implemented, it is estimated
to reduce costs by 26% by 2030, shorten logistics chain times, strengthen the attraction of foreign
investment, strengthen services for transporting goods and raw materials, and increase the country’s
competitiveness.

In fluvial transport, out of the 24 725 km of navigable rivers in Colombia, 74% (18 225 km) allow permanent
year-round minor navigation. River transport is a passenger and freight transport alternative with great
potential for use in Colombia, especially in riverine areas with a need to transport people, goods and
supplies in regions that are difficult to access.

Rural communities significantly lag in broadband connectivity and speeds

Given the geographic difficulties to connect rural communities with transport infrastructure, broadband
access can be an important driver of rural development in Colombia. Yet, only 28.8% of households located
in rural areas (according to DANE'’s classification) have access to the Internet (fixed and/or mobile), below
the 70% of households that have the same service in urban areas (DANE, 2022;39)). This gap is more
striking when comparing accessibility to a fixed broadband connection, in which only 12.7% of rural
households have this type of connection, below the 57.6% of urban households. As mentioned in Chapter 4
home connections are indispensable to drive connectivity in a sustainable way as they allow quality access
to virtual services and allow the use of data-intensive activities, such as cloud computing, and demanding
applications across sectors, for example industry automation or monitoring.

At the regional level, there is still a significant gap between remote rural regions and regions in the centre
of the country. For instance, Amazonas has 2%, Guainia 3% and Vaupés 0.1% of its population covered
by fixed broadband connections, far below the share of population covered in Bogota (27%) of its or
Antioquia (21%) (MInTIC, 202219)). Especially of concern is that seven of the eight regions with the lowest
share of population covered by fixed broadband access have seen a decrease in this access in the last
year (MinTIC, 2022;50)).

Figure 2.30. Sample of Colombian regions with highest and lowest access to fixed broadband,
Colombia, 2022Q1

Number of fixed accesses

2500000 r
21.7%

2000000 f
22.2%
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- 1.4% 0.9% 0.4%

0 . . . . .

Bogota | Antioquia | Risaralda Amazonas | Vichada Vaupés
Regions with the highest number of accesses Regions with the lowest number of accesses

Note: Percentage represented in the columns shows the share of the population with fixed broadband access.
Source: MInTIC (2022u9), Estadisticas MinTIC, https://colombiatic.mintic.gov.co/679/w3-propertyvalue-36342.html  (accessed on
4 December 2021).

RURAL POLICY REVIEW OF COLOMBIA 2022 © OECD 2022


https://colombiatic.mintic.gov.co/679/w3-propertyvalue-36342.html

173

People do not only need to be connected but they also need a good connection. However, the speed of
broadband services available in Colombian rural areas is considerably lower than in cities. In fact,
Colombia is the fourth OECD country with the lowest fixed broadband speed in remote rural regions,
relative to the OECD average (2022Q1) (Figure 2.31). Rural and remote areas have their unique “last mile”
challenges due to their distance to core network facilities, making it more costly to deploy infrastructure in
areas that, many times, are not commercially attractive (OECD, 2021s1)).

Figure 2.31. Gaps in fixed download speeds, by degree of urbanisation, 2022 Q1

# Metropolitan regions ® Regions near a metropolitan area < Regions far from a metropolitan area

Percentage deviation from OECD fixed download speed average
80 r

*
60-<>
40 ’0 ’: ®
00“: ® . L J
201 0@, * o o *
<><><><> ® ‘3
0 Oprn @, @, | L A
OO e AR
2 | <><><> R .:
So @ ¢ o |*
40 | 0008 L 2
o
60 | 0008 . ®
*
% )
80 | 803

-100 - —
FRXNFTFEFESFEFITHPITF L S P L THFNE @ F S SRS

Note: The figure presents average download peak speed tests, weighted by the number of tests, as the percentage deviation (in %) from the
regional (TL3) average across 36 OECD countries (Costa Rica and Israel excluded). The data for average fixed broadband download Speedtests
reported by Ookla measures the sustained peak throughput achieved by users of the network. Measurements are based on self-administered
tests by users, carried over iOS..

Source: OECD (2022;521), OECD Regions and Cities at a Glance 2022, OECD Publishing, Paris, https:/doi.org/10.1787/14108660-en. OECD
calculations based on Speedtest® by Ookla® Global Fixed and Mobile Network Performance Maps.

Education in rural regions is progressing well in Colombia, though efforts must continue

Education in Colombia, as in OECD, is one of the fundamental promoters of a country’s state of
development, both present and future. Therefore, ensuring access to education has a number of
multidimensional implications. On the one hand, it promotes the growth and integral development of the
population, as well as increases social mobility and breaks cycles of poverty. On the other hand, access
to education allows for the accumulation of human capital, e.g. a skilled labour force that can access better-
paid jobs, as well as the formation of citizens who are aware of their role in society.

In Colombian rural areas, education outcomes are generally below those in urban areas. In 2018, illiteracy
was 10 pp higher in rural areas (over 14%) than in urban areas (over 4%). This territorial difference is
coupled with a slight asymmetry in gender illiteracy, whereas rural women reach a level of 10.6%, lower
than that observed for rural men (12.1%) (Figure 2.32). Although women in rural areas record higher levels
of illiteracy compared to urban areas, the urban-rural gap for women has been reduced by a 2-pp gap
between 2010 and 2018 (MinAgricultura, 2018s2;). When compared to other Latin American countries,
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Colombia is among those where rural men have the highest illiteracy rates (12.1%), behind Brazil (19.9%)
and Ecuador (15.9%).

Figure 2.32. llliteracy for population aged 15 years and over by sex and area, 2010 and 2018

2010 2018

llliteracy pop. aged 15 years
16 . andover (%)

Women | Men Women Men
Rural Urban

Note: Territorial typology used by DANE, is different from the OECD taxonomy (DANE, 202213)).

Source: Own elaboration with data from MinAgricultura (2018s2)), Situacion de las Mujeres Rurales, https://www.minagricultura.gov.co/minister
io/direcciones/Documents/Situacion%20de%20las%20mujeres %20rurales %20en %20Colombia%202010-2018.pdf (accessed on

4 December 2021).

Primary educational coverage in Colombia is wide. Based on the OECD regional typology, the metro
regions (86.5% in 2020) record the highest coverage levels. Rural regions close to large cities (85.7%) and
those close to small cities (85%) reach relatively higher values than large metropolitan regions (84.4%).
However, those lagging far behind are the remote rural regions (81%), which have much room for
improvement.

Secondary education in Colombia has greatly increased since 2015, from an average net coverage of
67.4% to 73.5% in 2020 (Figure 2.33). However, the secondary graduation rate* of Colombia (72.3% for
men and 82% for women) was slightly below the OECD average (77% and 82.3% respectively). This
secondary coverage not only varies by gender but also by type of region. Rural close to small city regions
have made the biggest jump in the last 5 years, from 66.7% in 2015 to 77.6% in 2020. Instead, remote
rural regions area still lagging and register the highest average values in both coverage (71.1% in 2020)
and dropout rates (3.44%) (Figure 2.33).
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Figure 2.33. Secondary education coverage and dropout rate in Colombia, OECD regional typology,
2020
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Note: Regional classification based on OECD TL3 regions typology. It was built on the basis of education data at municipal level.
Source: OECD calculations base don DANE (2022;13)), Departamentos y municipios de Colombia (database), https://www.datos.gov.co/Mapas-
Nacionales/Departamentos-y-municipios-de-Colombia/xdk5-pm3f (accessed on 15 January 2022).

StatLink Si=r https:/stat.link/njv42h

Environment: Biodiversity as an opportunity and deforestation as a threat

Greenhouse gas (GHG) emissions in Colombia (1.6 metric tonnes of CO2 eq. per capita in 2019) are
relatively low in per capita terms (OECD average of 8.5) (Climate Watch/World Bank, 2020;s3;). The country
benefits from a relatively high green electricity generation, as over 70% of its electricity capacity is fed by
renewable sources, especially hydroelectric plants (OECD, 2022}19)).

However, GHG emissions have increased over the last decade. While in 2010, Colombia emitted
1.4 tonnes of GHG emissions per capita, the figure rose to 1.6 in 2019 (latest year available) as opposed
to the decrease in OECD (from 9.8 in 2010 to 8.5 in 2019). The causes of these emissions are not
homogeneous across the country (Figure 2.34). Rural regions are responsible for most of the total GHG
emissions (73%) in the country, compared to urban regions (27%). This is associated with the greater
specialisation of rural economies in agriculture, which is the sector that represents the greatest share of
emissions in Colombia (32%). Agriculture represents on average 44% of rural region GHG emissions. In
metropolitan regions, residential (9% of the country’s GHG emissions) and transport (6%) are the main
sources of emissions.
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Figure 2.34. GHG emissions by type of region and source in Colombia, 2020
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Source: Own calculation with data from OECD (2022;11)), Regional Economy (database), https://stats.oecd.org/Index.aspx?DataSetCode=RE
GION_ECONOM# (accessed on 3 November 2021).

StatLink Si=m https://stat.link/rg1eh5

It is worth noting that emissions from land use changes are not included in this disaggregation, which is a
relevant issue in Colombia. Deforestation has risen in recent years, about 8 pp in 2020 compared to the
total area devoted to the forest the year before. As part of the institutional efforts to tackle this issue,
Colombia has committed to an ambitious target of zero net deforestation by 2030. Remarkable institutional
efforts to curb deforestation have included a satellite-based early detection system (e.g. Operacion
Artemisa)®, but limited resources for enforcement action only allows following up on a minor fraction of
detections (OECD, 202217)). Moreover, the country has made efforts in climate adaptation by increasing
to 18 000 hectares in the process of restoration, rehabilitation and/or ecological recovery in protected areas
of the National Natural Parks System and its areas of influence.

Bogota leads as the region with the largest increase in forest (+9 pp in 2020) (Figure 2.35). The increase
in green spaces and the maintenance of existing ones followed by a lower forest base than in other regions
due to its character as a capital city has led to this increase, which would be difficult to achieve in a rural
area that already has large tracts of forest. In fact, rural regions are more clustered around values close
to 0, with both negative and positive exceptions. The negative rates are most notable in Atlantico with a
rate of more than 7 pp, followed by the rural regions of Arauca (-1.2 pp) and Guaviare (-0.2 pp), and the
rural regions with positive rates are Cérdoba (5.8 pp) and La Guajira (4.3 pp). Urban regions such as Meta
(--3 pp) or Norte de Santander (-1 pp) should also make efforts to curb deforestation and maintain healthy
green spaces.
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Figure 2.35. Changes in forest area by department and degree of rurality, 2020
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Source: Own elaboration with data from OECD (2022;11)), Regional Economy (database), https://stats.oecd.org/Index.aspx?DataSetCode=RE
GION_ECONOM# (accessed on 3 November 2021).

Security and land access

Colombia’s historic conflict has hampered quality of life and investment attraction in rural communities,
which has also led an accelerated rural-urban migration. The National Registry of Displaced Population
(RUPD) established that, in Colombia, 774 494 households have been expelled from 1 115 municipalities,
which means that 7.3% of the Colombian population lives or has lived in a condition of forced displacement.
According to the same registry, 87% of the victims of the conflict were displaced in 2014 (RUPD, 2016s4)).

Rural economic activities have historically been the most impacted by this conflict in terms of the
destruction of infrastructure and the intervention of armed actors in economic activity in rural areas, which
increases transaction costs for inputs and final products. In addition, it reduced workforce availability due
to the recruitment of people by illegal groups, death and displacement. It also impacted investment
decisions, making, for example, farmers adopt low-profit production strategies to minimise risks. Studies
have estimated that during the 90s, its effects on the growth rate of total GDP were between 0.3 and 0.7
pp per year (Restrepo, Spagat and Vargas, 2003ss)).

Access to land, as well as its distribution and titling, has been one of the most important bottlenecks to
rural development in Colombia. Land is also a key asset for unlocking economic opportunities associated
with environmental preservation and climate change mitigation in rural areas. While traditional sectors such
as agriculture and mining depend on access to land to develop activities, this is also true for sectors such
as the bioeconomy, renewable energy and ecotourism and forest conservation. However, green economy
sectors can benefit from different forms of land ownership, such as collective ownership, concessions and
user rights, indicating that security of tenure can coexist with sustainable development. Land management
analysis will receive a central focus in Chapter 5 of this review.
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' In addition to this OECD regional classification, the OECD also uses a granular territorial methodology to
classify local units into cities, towns/semi-dense areas and rural areas: the degree of urbanisation, which
was endorsed at the 2020 United Nations Statistical Commission (OECD/European Commission, 2020;s7).
The OECD Rural Review of Colombia uses the regional classification to determine the level of rurality to
better recognise interactions and trends across different types of regions in Colombia

2 Primary activities include agriculture, livestock, forestry and fishing activities, mining and quarrying.
Secondary activities include manufacturing and construction activities. Tertiary activities include electricity,
gas and water activities; commerce; repair of motor vehicles; transport; accommodation and food service
activities; information and communication; financial and insurance activities; real estate activities;
professional, scientific and technical activities; administrative and support service activities; public
administration; education; health; arts, entertainment and recreation; activities of individual households.

3 The Herfindahl-Hirschman index is adapted to measure employment concentration across sectors. The
value of the index is the sum of the squares of the employment shares of sectors over the regional
economy. Higher values indicate greater concentration. The formula of the Herfindahl index below
represent the sum of the employment share (X) of the sector J in economy m for the time ¢t.:

J
HHI:ZXZJ,m,t
k=0

4 The secondary graduation rate represents the estimated percentage of people who will graduate from
secondary education over their lifetime. Data are broken down by gender and shown for upper secondary
and post-secondary, non-tertiary levels of education.

5 Operacion Artemisa is a military public policy strategy that aims to protect 200 000 hectares of forest
every year. It has been recently renewed (January 2022) by the president of Colombia, lvan Duque.
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Annex 2.A. Sectorial specialisation in Colombian regions

Annex Table 2.A.1. Sectoral specialisation over the total regional economy by department in Colombia, 2020

83

fﬁ?t;g;;/tl;rr?d maerSfL;ittruyr'ing Constuction | Distributive | [T and finandial adei,r:jiglr(;tion Realestate (%) Others (%) Degree of
fishing (%) and mining (%) (%) trade (%) services (%) (%) rurality
Bogota 0 11 4 20 16 18 16 15 1.0
Atlantico 1 25 6 21 8 18 9 11 0.9
Risaralda 8 18 6 20 8 19 9 13 0.9
Valle del Cauca 6 22 4 17 8 15 15 13 0.8
Quindio 17 8 7 20 6 21 13 8 0.8
Bolivar 6 24 10 15 5 22 8 10 0.6
Norte de Santander 1 12 9 17 6 28 11 8 0.6
Caldas 1 22 6 17 7 19 8 11 0.6
Antioquia 6 24 7 16 9 13 11 13 0.6
Santander 1 28 8 15 7 14 10 7 0.6
Meta 12 53 4 1 3 10 4 3 0.6
Sucre 11 11 9 16 5 36 6 5 0.6
Cesar 10 38 4 12 4 20 6 6 0.5
Tolima 18 17 7 17 6 20 7 8 0.5
Cauca 14 23 8 1 4 24 6 10 0.5
Magdalena 17 7 5 19 6 32 7 6 05
Huila 20 15 8 16 6 22 7 7 0.5
Cordoba 12 18 5 14 6 3 4 10 0.5
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fé)?:sctl:)llt:r:c’i malr?:f:ittgr’ing Consﬁruction Distribugive T anq financial admlir::::'(;tion Real estate (%) Others (%) Degreg of

fishing (%) and mining (%) (%) trade (%) services (%) (%) rurality
Cundinamarca 17 30 6 15 4 14 6 7 04
La Guajira 6 28 9 15 4 32 6 3 0.4
Narifio 17 5 8 19 5 3 10 6 0.3
Amazonas 20 5 4 24 4 37 4 2 0.0
Arauca 20 42 4 9 2 16 4 1 0.0
Boyaca 13 27 10 17 4 16 7 6 0.0
Caqueta 17 4 9 16 5 35 9 5 0.0
Casanare 14 46 3 19 2 9 3 2 0.0
Chocd 21 16 4 12 3 41 2 1 0.0
Guainia 11 7 13 14 3 49 4 1 0.0
Guaviare 23 3 7 14 3 42 5 1 0.0
Putumayo 7 26 7 15 3 33 6 4 0.0
San Andrés 2 4 3 53 6 21 6 5 0.0
Vaupés 8 1 9 21 1 54 5 1 0.0
Vichada 34 2 9 8 3 38 5 1 0.0
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