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The nation of Colombia has made great progress in securing internal peace through an agreement with the
Revolutionary Armed Forces of Colombia (FARC) and policing of drug cartels. These important steps have
contributed to increased international commerce based on strong trade agreements and a more global
outlook than many other Latin American nations have embraced. Colombia stands poised for additional
growth, however, the challenges of internal development and wide-spread corruption remain.

Keywords: Colombia, Revolutionary Armed Forces of Colombia (FARC), economic development
INTRODUCTION

Like most other countries in Latin America, Colombia has at times experienced violence, political
upheaval, corruption, and high rates of poverty. However, Colombia has made great progress in promoting
global trade, increasing domestic tranquility, raising living standards, and attracting foreign investment.
Additionally, the nation has created an environment favorable to trade and has secured foreign trade
relationships with Latin American and global partners. This article discusses the successes and challenges
of Colombia in the context for conducting business in the nation.

INTERNAL PEACE

Colombia has worked to combat powerful drug cartels and settle domestic conflicts. While at times
even an extreme example, the nation is not an exception among Latin America in terms of security concerns.
The country has reduced crime and the influence of drug cartels. As one indicator of the increased level of
safety within the country, kidnappings have decreased 93% from 1995 to 2015 (Department of State, 2017).
More recently, increases in domestic tranquility can be attributed to a peace accord with the longest running
insurgency group in the world (WIPO, 2019; Karl, 2017). Signing of the peace accord is one of the most
significant events in the nation’s recent history as proponents of the agreement hail it as a turning point for
the nation’s development and future prosperity.

The Peace Accord: Final Agreement

In November 2016, a complex peace accord was concluded between the government of Colombia and
the Marxist revolutionary group known as Fuerzas Armadas Revolucionarias de Colombia (FARC)
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(translation: Revolutionary Armed Forces of Colombia). The accord formally ended one of the most
extensive contemporary conflicts in the Western Hemisphere (Final Agreement, 2016; Karl, 2017). The
conflict claimed the lives of an estimated 218,000 people (80% of victims were civilians) with millions
more displaced. It is estimated that one million victims of violence related to the conflict live in Colombia
while many others fled to live abroad (Final Agreement, 2016; Faiola, 2017). Partly as a result of the
massive influx of people into cities, the urban population is now 81.1% of the 48.1 million inhabitants of
Colombia (CIA, 2020).

Formed to advocate a leftist political ideology, FARC used criminal activity to provide funding for
their cause. The group was a major contributor to the illegal narcotics trade as well as other criminal activity
most notably kidnapping for ransom. At its pinnacle, FARC controlled an estimated 40% of the country’s
territory, mostly in the sparsely populated and heavily forested northern and eastern regions (Karl, 2017).

As a condition of the peace accord, over 12,000 revolutionary fighters gave up their arms to join the
mainstream population. While approximately 1,000-1,200 militants refused to surrender and joined smaller
bands of revolutionary groups instead (Cobb, 2018).

The peace accord provides for representation in the political process for the FARC’s political ideology
through establishment of a formal political party (Faiola, 2017). The party is guaranteed seats in the national
legislature for a set period and can field candidates in subsequent elections. Further, former revolutionaries
were provided with direct payments of about $200 USD per month for two years as they transition into
mainstream society following a pledge to not commit further criminal activity and surrender weapons
(Faiola, 2017). The peace accord emphasized providing truth and closure along with some monetary
compensation for victims. Jail sentences for former revolutionaries were suspended in favor of “effective
liberty restrictions” of up to eight years including for those who confessed to war crimes (Final Agreement,
2016; Casey, 2016).

During six decades of conflict, millions of Colombians fled abroad and moved to urban centers in hopes
of escaping the violence which was extensive in rural areas. Since 1985, security issues and conflict have
displaced an estimated 5.7 million (IDMB/NRC, 2015). As of 2015, Colombia had the second largest
internally displaced population in the World (IDMB/NRC, 2015). Bogota and Medellin have experienced
the largest numerical growth due to in-country migration swelling from populations of 4.3 million and 2.22
million in 2005 (Library of Congress, 2007) to 10.78 million and 3.97 million in 2019, respectively (CIA,
2019).

Passage of the peace accord facilitated the need to resettle several thousand revolutionaries, many of
whom were destined for neighborhoods with the same poor conditions. While only representing a fraction
of the migrant population within the country, the former revolutionaries represent a highly vulnerable
population. The failure of this group to adequately assimilate may lead to increased crime or even the
resumption of militant activities (Kaplan & Nussio, 2018). Accordingly, social services are an important
aspect of this process.

Maintaining security is crucial for lowering recidivism rates among former revolutionaries (Kaplan &
Nussio, 2018) however, that is only one aspect. The peace accords specifically addressed the need to
provide social development in health, education, and poverty eradication (Final Agreement, 2016, p. 26-
33). Many of the former revolutionaries only have training in warfare since joining FARC in their teens
and thus have received little formal education. Due to the recruitment of many fighters at a young age,
literacy rates among this population are estimated at 30% (Calderon, 2016). As such, providing educational
opportunities are paramount to ensure that former revolutionaries can assimilate into society and find work.

A continued peace is important for the future of Colombia for many reasons including to foster a
favorable environment for trade. The country’s economy has strengthened greatly since the 1990°s and with
assurances for greater domestic tranquility, foreign investment has continued to increase (World Economic
Forum, 2018; Long, 2019).
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FOREIGN TRADE

Colombia is situated in a strategic location at the crossroads between Central and South America. It is
the only South American nation with access to both the Pacific and Atlantic Oceans (CIA, 2020). The
Bureau of Economic and Business Affairs of the U.S. Department of State both note Colombia “has a
comprehensive legal framework for business and foreign direct investment” (2017). Further, Colombia is
a member of the Pacific Alliance trade bloc with Peru, Chile, and Mexico. These nations collectively
represent a market of over 200 million people and the four alliance members rank among the strongest
economies in Latin America (Flannery, 2016).

Colombia’s location makes it an important hub and facilitates logistics for oil shipment and direct
flights of fresh flowers to the U.S. market via a 3.5-hour flight to Miami (McQuaid, 2011). Most of the
nation’s export production comes from goods such as coal, gold, oil, coffee, cut flowers, emeralds, and
agricultural products. The top destinations for exports are the U.S. (28.5%), Panama (8.6%) and China
(5.1%) (CIA, 2020). Due to the heavy dependence on commodity exports, global price fluctuations,
particularly the price of crude oil, can have a profound impact on the economy (CIA, 2020).

Colombia’s median age is 30.4 years and the national literacy rate stands at 94.7% (CIA 2020). An
estimated 28% of the populated was living below the poverty rate in 2017 which remained nearly unchanged
from 28.8% in 2000. The 2017 unemployment rate was 9.3% (CIA 2020). The Colombian minimum wage
is equivalent to about $260 (USD) per month, below average for the region (Bernal, 2019) while the per
capita Gross National Income (GNI) is estimated at $6,180 (USD) (The World Bank, 2018). The market of
almost 50 million people is about the size of South Korea while the 2018 GDP of $352 million is
comparable to Denmark (United Nations, 2020). Many educated young people live in the urban areas due
to the government’s relatively large investment in schools, universities, and job training programs (CIA,
2020). For instance, a business tax supports The National Learning Service (Servicio Nacional de
Aprendizaje) (SENA) to provide career training at no direct cost to students (SENA, 2018).

Colombia has an important trade partnership with the United States underpinned by the United States
Colombia Trade Promotion Agreement (FTA), signed in May 2012 (U.S. Department of State, 2017). In
2018, Colombia joined the Organization for Economic Cooperation and Development (OECD) and was the
first Latin American country to join the North Atlantic Treaty Organization (NATO) as a global partner
alongside other countries such as Australia, Japan, New Zealand, Pakistan, and South Korea (Murphy,
2018). Colombia has formal trade agreements with El Salvador, Guatemala, Honduras, Costa Rica, Panama,
Israel, Chile, South Korea, the European Free Trade Association (EFTA) countries, and the European Union
(International Trade Administration, 2020).

Current data suggest there is a generally positive growth trend for the Colombian economy (Long,
2019). However, the nation has experienced sharp swings in some economic indicators as for Inward
Foreign Direct Investment (IFDI). As noted by the United Nations Conference on Trade and Development
annual FDI inflows decreased over 20% in the year 2018. This decrease was the highest annual decrease
for any nation in South America. Root causes of this swing are due to sharp reductions in manufacturing
and energy sector investment (UNCTAD, 2018). During this same time period, Outward Foreign Direct
Investment (OFDI) increased (UNCTAD, 2018).

MOVING FORWARD: CHALLENGES AHEAD

While the rapid emergence of Colombia as a leader among Latin American countries is impressive,
several significant issues remain. Both logistical and social cohesion are challenging due to poor access to
parts of the nation due to the mountainous topography and dense forestation in eastern portions of the
country (Bushnell, 1993; Valencia, 2016). Security concerns remain as the stability brought about through
the peace accords is not deep-rooted (Norma, 2017; Faiola, 2018). These factors make the movement of
goods and people across various regions of the nation more challenging. However, even as Colombia is
experiencing significant economic gains and the level of domestic security has greatly improved, there

44  Journal of Applied Business and Economics Vol. 23(3) 2021



remain significant challenges. In this section, the evolving concerns over security, development challenges,
and wide-spread corruption are discussed.

Security

Even with the peace accord in place, domestic terrorism remains a concern for Colombia as other
smaller revolutionary groups have not yet formalized peace agreements with the government (Faiola, 2018).
A notable example occurred in 2017 when an urban terrorist group killed three and injured nine people at
a Bogota mall in 2017 by setting off a bomb (Chavez, 2017). The illegal drug trade remains a concern
within the country. Following the breakup of the major cartels, most notably the Medellin Cartel, smaller
criminal enterprises continued to engage in illegal narcotics production and trafficking (Norman, 2017).
The continued presence of the drug trade perpetuates some violence within the nation even as levels are
significantly lower than the times when significant portions of the nation was under the control of a major
cartel. As these issues which could potentially destabilize the country remain it is paramount that they are
addressed if Colombia is to continue its economic growth and social progress.

Development

In 2014, the United Nations estimated that 13% of the urban population of Colombia lived in informal
neighborhoods or slums. While this is a vast improvement from an estimate of 31% in 1990 (United
Nations, 2018), this figure indicates there are millions of Colombians who reside in substandard dwellings
in communities that lack basic services. Housing remains one of the challenges to increasing quality of life
for Colombians.

Urban populations across Central and South America have dramatically increased as cities represent
more educational opportunity, safety, and jobs than rural areas (Mahabir, et al., 2016; Samad et al., 2012).
More recently, instability in Venezuela has driven an estimated 1.4 million to seek refuge in Colombia
(Cobb, 2019).

However, many in-country immigrants to cities are not able to realize the supposed benefits of cities
due in large part to the living conditions. As mass migration to cities has occurred, many have settled in
informal (or illegal) neighborhoods (for a discussion on illegal settlements see: Gill-Chin, 1987). These
neighborhoods are often on the hillsides surrounding the nation’s largest cities and lack the most basic
services such as paved roads, electricity, sewer, sanitation, and clean water (Ospina, 1985). The lack of
streetlights threatens the safety of residents at night. The isolation due to geographic location and limited
access to public transportation led to increased crime and little access to security, education, or healthcare
(UN-Habitat, 2003).

Home ownership in the United States, Canada, and European nations is much different than it is in
Latin America as it is not necessarily tied to a higher income or economic status. People living at the lower
socio-economic levels in Latin America are much less likely to rent a home. Instead incremental housing
(self-built) is a common method for obtaining shelter among the poor. The nation’s very poor and very
wealthy are more likely to own a house while middle class households are more likely to rent. Even still,
Colombia has the highest percentage of households who rent their homes in Latin American at 39.1%
(Blanco, et al., 2016). Among the richest 10% and poorest 10% of people in Colombia, roughly 60% own
their home with lower figures for ownership among the remaining 80% of the population that fall between
these two extremes. Some developments, such as Ciudad Verde, south of Bogota supplies affordable
housing for sale to the lower middle classes. However, these types of developments are revolutionary and
draw a sharp contrast to incremental housing (Johnson & Karst, 2020). For the poorest segments of the
population, home “ownership” almost always equates to self-help or illegal housing (Blanco, et al., 2016).

Corruption

Related to the challenges for internal development is the underlying issue of corruption. The U.S.
Department of State and the World Economic Forum note that corruption is one of the greatest challenges
to doing business in Colombia (U.S. Department of State, 2017; World Economic Forum, 2018). As the
urban population has swelled, critical large infrastructure projects have been hampered by corruption (Diaz,
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2017). This has led to transportation and other infrastructure deficits contributing to the overall poor state
of public infrastructure (World Economic Forum, 2018). Corruption and political infighting occur at
virtually all levels of government (Diaz, 2017; Transparency International, 2017).

Corruption in Latin America may have a diminishing effect on trade however exchange relationships
involving corruption are not this straightforward (de Jong & Bogmans, 2011; Thede & Gustafson, 2012).
Level of corruption does have an effect on which partners may be willing to trade (Belgibayeva &
Plekhanov, 2019). Literature suggests that successful trading partners are those that are more familiar with
and able to navigate a corrupt environment. (de Jong & Bogmans, 2011; Thede & Gustafson, 2012). Any
changes in the level of corruption would suggest the need for trade partners to adapt their practices. While
corruption may call for agility on the part of trade partners, it often does not lead to favorable in-country
outcomes as with the case of infrastructure development.

CONCLUSION

Colombia has faced tremendous challenges and is now situated among the most promising economies
in Latin America. The relatively swift transformation of the nation from one of near perpetual internal
combat to a much safer nation engaged in the global community is noteworthy. This article has discussed
one of the anchors of this transformation in the peace accord. The nation of Colombia must face significant
ongoing challenges as it continues to progress.
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