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INTRODUCTION

1. The scope of the discussion which follows relating to Colombian
industry encompasses various objectives. The most important are to des-
cribe the growth and structure of the industrial sector, to discuss and
evaluate government measures that have affected its development and to
provide policy recommendations relating to its future growth. For purposes
of this study industry is defined as including manufacturing and mining.
Part I of this Report (Chapter I - IX) deals with the manufacturing sector.
Part II (Chapter X and XI) discusses extractive industries -- metallic and
non-metallic mineral mining and petroleum.

2. In Chapter I, manufacturing's share in gross domestic product,
employment and fixed investment identify the sector's role in the Colombian
economy. The contribution of the small 'handicraft" industries to manufac-
turing output and employment is analyzed. The size of the Colombian market
for various categories of manufactures is presented to indicate the role

of foreign trade in manufactures.

3. Chapter II analyzes the growth of output and employment in manu-
facturing between 1953 and 1967 on the basis of available statistical in-
formation. Growth rates in manufacturing as a whole and in broad catego-
ries such as consumer goods, intermediate goods and capital goods are given
for the first and second halves of this period to indicate the changes which
have occurred in the pattern of growth,.

4, Chapter III presents information on Colombian manufacturing such
as the scale of enterprises, the importance of different legal forms of
ownerhsip, financing requirements and how they have been met. It also
describes briefly labor and employer organizations.

5. Chapter IV discusses the measures taken by Government in the fields
of taxation, monetary policy and social legigslation as they affect the manu-

facturing sector.

6. Chapter V discusses commercial policy as it affects the manufac-
turing sector. It deals with tariffs, and non tariff import restrictions
and export incentives. The discussion embraces the operational aspects

of the foreign trade control mechanisms as well as their economic impact.

7. Chapter VI, the longest chapter, first presents a comparison of
the manufacturing structure of Colombia with that of Brazil. A detailed
analysis of the major Colombian industries follows. Each industry is
discussed individually and those aspects which shed light on its inter-
national competitive position are analyzed - so far as the data permit.

In a number of industries, specific suggestions are made which would im-
prove their position; suggestions concerning export marketing possibilities,
effects of changing the import regime, and multiple-shift working are made.
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8. Chapter VII describes the regional distribution of manufacturing
in Colombia, pointing especially to the concentrations of particular indus-
tries in specific cities or regions and to the implications of this loca-
tional pattern for future industrial growth,.

9. Chapter VIII analyzes the implications for industrial producrtion,
foreign trade, employment and investment of probable changes in the sgize
and character of the domestic market for manufactures. The prospects for
expansion of manufactures exports are also discussed.

10. The final chapter of Part I, Chapter IX, summarizes the comclu-
gions drawn from the discussions in the previous chapters.

11, Part II of the Report deals with the extractive industries. Chapter
X considers mining other than petroleum while Chapter XI briefly analyzes
the status and outlook of the petroleum industry.
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PART ONE: MANUFACTURING
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CHAPTER I

THE ROLE OF MANUFACTURING IN THE COLOMBIAN ECONOMY

12. Despite the significant growth of Colombian manufacturing indus-
tries during the recent decades, the Colombian economy remains rooted pri-
marily in agriculture. Manufacturing industries, nevertheless, constitute
an {ncreasingly important part of the total economic picture, The manu-
facturing sector, which includes the factory and handicraft sectors, 1/
accounted for 15 percent of the gross domestic product in 1950 and rose to
contribute about 19 percent of GDP in 1968, the last year for which national
accounts data are available.

13. Total value-added in manufacturing as shown in the national
accounts combines data for the factory sector as collected by the national
statistical office (DANE) 2/ and estimates by the Bank of the Republic (Banco
de la Republica) for the handicraft gector. The basis for these latter es-
timates is described in Appendix 1. Growth in the factory sector has been
substantially more rapid than in handicraft, as shown by the declining

share of handicraft in total manufacturing value added. 3/

Table I-1: VALUE ADDED AT MARKET PRICES
(million 1968 pesos)

Factory Handicraft Handicraft as
Sector Sector Total a percent of Total
1950 4,542.9 1,472.1 6,015.0 24.5
1953 5,560.2 1,672.1 7,232.4 23.1
1960 9,284.3 2,096.8 11,381.1 18.4
1967 13,902.1 2,623.2 16,525.3 15.9
1968 14,828.1 2,721.9 17,550.0 15.5

Sources: Banco de la Republica, Cuentas Nacionales, 1950-1967, and
unpublished Banco de la Republica data.

1/ The handicraft sector is defined to include firms employing less than
5 workers.

2/ Departamento Administrativo Nacional de Estadistica - DANE.

3/ Value added as used here and elsewhere in this report is gross, that is,
the only deductions from gross output in arriving at gross value added
are direct production materials. Neither depreciation nor indirect
materials are deducted.
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The factory sector alone, which represented about 9 percent of GDP in 1945
had risen to 11 percent in 1950, 14 percent in 1960 and about 16 percent by
1968. For handicraft, the admittedly crude estimate implies that its share
of GDP has dropped from about &4 percent in 1950 to about 3 percent in 1968.

14. Another way of looking at the contribution of manufacturing to
national output is to express its contribution in dollar equivalents as 1is
done in the table below:

Table I-2: MANUFACTURING VALUE ADDED-TOTAL AND PER
CAPITA-DOLLAR EQUIVALENTS

1958 Prices & Exchange Rates 1968 Prices & Exchange Rates

$ Equivalent $ Equivalent

Value added Total Per Capita Value added Total Per Capita
(bill.pesos) (mill.$) ($) (bill.pesos) (mill.$) ($)
1950 2.2 290 25 6.1 360 31
1960 4.1 550 36 11.3 660 33
1968 6.4 840 43 17.5 1,030 52

Note: Pegos converted to US$ at the following rates:
1958 at 7.6 pesos per dollar (capital exchange rate)
1968 at 17 pesos per dollar

Source: Table I-1

15. Thus, depending on the exchange rate use for conversion to dollar
equivalents, 1/ the contribution of manufacturing to gross domestic product
per capita rose by US$18 and US$21 per capita in the 18 year period from
1950 to 1968. In either event, the increase amounts to a real increase of
about US$1 per capita per year.

16. The above data are based on value-added in manufacturing (elimi-
nating multiple counting of new materials and intermediate proaucts used

at various stages of production). They should not be confused with gross
value of output data used appropriately for other comparisons elsewhere

in the report. In Colombia gross value of output is about two and ome half
times gross value-added. 2/

1/ Two comparisuns are shown, 1958 because this is the base period used in
national account statistics, and 1968 because this is the latest year for
which data are available.

2/ Inter-country comparisons, while desirable in principle, cannot be made
meaningfully without taking account of differences in treatment of in-
direct taxes, the differing structure of industry and wage policies.
Time did not permit such comparisons.
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17. In 1967, total employment in the factory sector was 293,825 or
about 5 percent of the economically active population in Colombia. 1/ This
figure represents an increase of about 47 percent since 1953. For the
entire post-war period, the increase was almost 159,000 or 118 percent
above the June, 1945 level.

18. Employment in the handicraft category 1s not known and cannot be
estimated with any degress of accuracy. Sources in Colombia place it at
approximately equal to the Tecorded employment in the factory sector, or
about 300,000. This number appears to be highly exaggerated. According
to Banco de la Republica estimates, value-added in handicraft in 1967 was
approximately 20 percent of that in the factory sector. This estimate
would imply that value-added per person employed was only one-fifth that
for all factory empdoyment, where it averaged 52,000 pesos per persomn

per year in 1967 prices. DANE data indicate that small firms employing

1 to 4 workers had an average value-~added per paid worker of 28,000 pesos.
On the basis of the foregoing estimates, it appears more reasonable to
asgsume that the equivalent full-time employment in handicrafts in 1967 was
more of the order of 150 to 200 thousand persons, implying a value-added
per person engaged of between 15 and 20 thousand pesos per year.

19. New fixed investment in manufacturing is a significant portion of
total national fixed investment. 1In 1967, total new fixed investment in
wanufacturing industry was 2,364 million pesos 2/ (equivalent to about
US$150 million) or 16 percent of total fixed investment in Colombia. In

. that year Government investment (both national and local) in fixed assets
was about 29 percent of the total; manufacturing investment therefore re~
presented about 23 percent of private fixed investment. Fixed investment
in manufacturing has been highly cyclical, representing approximately 7
percent of total fixed investment in 1953, rising to 19 percent in 1957
spurred by the earlier coffee boom and falling to 10-11 percent in the next
four years. It reached 15 percent in 1962, fell to 11 percent in 1963 and
has remained at 16-17 percent in the years 1965-1967. (See Table I-3 be~
low.) With few exceptions, notably 1957, manufacturing's share in total
fixed investment has been less than its share of GDP since 1950, indicating
that the main role of manufacturing investment since the late 19508 has
been to keep pace with the development of the economy rather than acting

as a pacemaker, :

1/ Included in the figures shown above, there were in 1967 about 11,000
persons occupled in manufacturing who were not paid employees-probably
represented by the owners of the esgtablishments and their immediate
families.

2/ The total includes net land purchases by the manufacturing which should
be excluded in any precise comparison. Absence of data precludes such
extlusion, but it 18 not believed to have affected significantly the
year to year fluctuations although it somewhat overstates the level
for the whole period.
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Table I-3: INVESTMENT IN FIXED ASSETS IN COLOMBIA

1957 - 1967
Total investment Investment in Share of investment in
in fixed assets fixed assets manufacturing industry
in the whole in manufactur- in total investment in
economy ing industry the whole economy
(million current pesos) (percent)

1957 2,643 500 18.9

1958 3,339 373 11.2

19549 3,908 403 10.3

1960 4,845 499 10.3

1961 5,580 623 11.2

1962 6,137 920 15.0

1963 7,168 774 10.8

1964 8,654 1,247 14.4

1965 9,504 1,633 17.2

1966 12,304 2,096 17.0

1967 14,729 2,365 16.1

Source: Banco de la Republica, Cuentas Nacionales, 1950-1967.

The market for manufactured goods is estimated at agbout US$2,751 million in
1967, the latest year for which detailed data are available. This figure is
arrived at by adding to the gross value of production in factory industries
(DANE figures), 1/ the value of net imports (imports minus exports), as shown
in Table 1-4 below.

20, The table shows the market by major categories of goods and also
indicates the share of imports in the market and the percentage of production
exported. Appendix Table 9 contains a more detailed breakdown of these data,
not only for 1967 but also for selected earlier years.

1/ The output of handicraft industry is not included for lack of detail.
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Table I-4: MARKET FOR MANUFACTURES IN COLOMBIA-~1967
(mill. USS equivalent)
Imperts as Exports as

Total percent percent of
Production Imports Exporta Market of Market Production

Non-durable

consumer goods 1,336.5 25.0 3.0 1,358.5 1.8 0.2
Durable

consumer goods 144.9 26.3 2.7 168.5 15.6 1.9
Intermediate

goods 764.6 165.0 45.9 883.7 18.7 6.0
Capital goods 78.4 205.2 3.4 280.2 73.2 4.3
Other nmanu-

factures 48.8 11.8 0.6 0.0 19.7 1.2
Total manu—-

factures 2,373.2 433.3 55.6 2,750.9 15.8 2.3
Source: Appendix Table 9.
21. The salient features of the Colombian market for manufactures are:

a. Neither imports nor exports are significant for non-durable
consumer goods, pointing to a high degree of self-sufficiency
which partly reflect stringent impert controls (including
complete lmport prohibiticna).

b. At the other extreme, capital goods imports account for over
70 percent of the market.

c. Cn durable consumer goods and intermediate goods, imports
account for less than 20 percent of the market.

d. Overall imports account for over 15 percent of the market.
As will be digcussed in more detail in Chapter VIII, this
proportion has been reduced from over 30 percent in 1953.

e. Exporta account for a very small part of Colombian manufac-
turing output, slightly over 2 percent in 1967. The sbsolute
volume, though still small, has been rising rapidly, especially
in intermediate goods, as will be developed in more detail in
Chapter VIII,

22. Except where there is specific indication to the contrary, the
discussion of manufacturing in the rest of this report is confined to the
factory sector and excludes handicraft enterprisges, primarily because there
are no adequate data. Where information is avalilable on the handicraft
sector of a particular industrial branch, it will be specifically indenti-
fied as such.
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Table II-1

Average Annual Growth Rates in Output, Value-Added and Employment

OUTPUT
1953-67 1953-60  1960-67

Non-durable consumer goods L.h k.3 L.6
Durable consumer goods 9.9 10.5 9.
Intermediate goods 9.8 12.8 6.9
Capital goods 13.0 15.6 - 10.5
Other 1.3 16.5 12.0

VALUE ADDED

Non-durable consumer goods 5.3 5.1 5.5
Durable consumer goods 8.0 7.9 8.1
Intermediate goods 8.7 9.3 8.0
Capital goods 1.5 11.7 11.4
Other 3.3 12.7 13.8

Total 61 61 68

EMPLOYMENT

Non-durable consumer goods - 1.5 2.1 0.9
Durable consumer goods . 5.8 9.8 1.9
Intermediate goods L.3 S.h 3.2
Capital goods. 1.2 17.0 5.7
Other 9.4 12.7 6.2

Total 3.3 L.3 2.1

Sources: Appendix Tables 2, 4 and 6.
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Table II-2: GROWTH RATES IN OUTPUT BY SIZE OF FIRMS

Firm Size Qutput Growth
(million 1968 pesocs) )4

1960 1967 1960-1967
5 to 15 workers 2,912.0 3,636.4 3.2
15 to 19 workers 8,425.0 11,629.3 4.7
100 to 199 workers 4,299.1 6,749.9 6.7
200 to more workers 11,401.9 18,210.2 7.0
Total 27,038.0  40,225.8 5.8

Source: 1960; DANE Boletin Mensual de Estadistica No. 1967: Appendix Table

27. In 1967, value added in manufacturing amounted to about 17 billion
pesos (1968 prices). This represents an absolute increase of about 150
percent and an average annual growth rate of about 6.7 percent between 1953
and 1967, For the fourteen-year period under discussion, therefore, value

added grew at only a slightly higher pace than output.

28. Conceptually, wvalue added data is a better measura of growth
than groes value of producticn because it eliminates double-counting in-
termediate gooda. Colombian velue added deta, however, must be used with
great care in analysis of the development of the manufacturing sector, The
quantitative import restrictions and exchange rata fluctuations that have
prevalled in Colombia for the last fifceen years have brought with them
sharp inventory movements of raw materials in the manufacturing sector.
Value added data reflect the inventory accumulations and depletions as
well as the valuation of such inventories because value added i3 derived
by deducting material inputs from the total value of production. It is
possible that the value added figures are underestimated in years of in-
ventory buildup if the purchase of raw materials for luventory purpoges

is counted as an input for production. The reverse would happen in years
of inventory depletion. A gecond difficulty in using value added data
relates to the choice of deflators. Indices that apply to gross output
(wholesale price indices) can be more readily tested than those applicable
to value added. 1/ Because of the problems of measuring growth in value
added, the discussion on cutput growth will concentrate on the growth of
gross value of production.

29. In 1967, palid employment in the manufacturing industries was
about 283,000, sn absolute rise of about 56 percent from 1953 when the
work force in the manufacturing industries was about 181,000. This re-
presents an average annual growth rate of about 3.3 percent and points

1/ See notes on Colombian Manufacturing Statistics.
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to the inabilicy of the manufacturing sector to absorb much of the rapid-
ly increasing labor force. The slow growth of employment in manufacturing
compared to the growth of output and value added reflects the increases in
labor productivity that were evidenced during the period. As with output,
the growth of employment declines over the fourteen years between 1953 and
1967. While manufacturing employment rose at the rate of 4.3 percent in
the first half of the period, it only increased at the rate of 2.1 percent
in the second half.

Characteristics of Industrial Growth

30. The increases in manufacturing output and employment described
above were not evenly distributed among several industrial branches. These
have been classified for purposes of analysis into the four major sub-
groupings of non-durable consumer goods (such as food, clothing, textiles 1/
and pharmaceuticals), durable consumer goods (such as furniture, appliances,
and automobiles), intermediate goods (such as basic chemicals, petroleum
products and metal manufactures), and capital goods (heavy machinery and
transport equipment). The role of each sub-group in the growth of output
and employment can be measured in terms of the percent contribution of each
group to expanded output and employment and in terms of the relative rate

of growth of each sub-group and industrial branch.

Production

31. As indicated in Table II-3 below, of the 23 billion pesos increase
in output between 1953 and 1967, some 44 percent was accounted for by the
non-durable consumer goods industries; of the remaining 56 percent, some

40 percent was accounted for by the intermediate goods industries, some 8
percent by the non-durable consumer goods industries and only about 5 per-
cent by the capital goods industries. The figures point to the important
contribution of the non-durable consumer goods and intermediate goods in-
dustries in total industrial output.

1/ Data for the textile industry do not permit a clear distinction be-
tween textiles for consumer and industrial uses. The Mission has
estimated that about half of the textiles in Colombia are for consumer
use and have been classified under non-durable consumer goods and half
are for industrfal uses and have been classified as intermediate goods.
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Table II-3: INCREASES IN OUTPUT, 1953-1967

Output Output
1953 1953-6Q 1960-67 1953-67 1967
———————————— (million 1968 pesog)--—-===———-
Non-durable consumer goods 12,321.1 4,218.9 6,114.0 10.332.9 22,554.1
Durable consumer goods 653.8 658.2 1,143.3 1,801.5 2,455.3
Intermediate goods 3,507.9 4,641.4 4,810.5 9,451.9 12,959.7
Capital goods 239.8 421.5 667.5 1,089.0 1,328.8
Other 128.3 247.1 452.5 699.6 827.9
Total 16,850.9 10,187.1 13,187.8 23,374.9 40,225.8
Output dis- Output dis-
tribution Percent Distribution tribution
(%) of Increases (Z)
Non-durable consumer 73.1 41.1 46.3 46.2 56.2
Durable consumer goods 3.9 6.5 8.7 7.7 6.2
Intermediate goods 20.8 45.6 36.5 40.4 32.1
Capital goods 1.4 4.1 5.1 4.7 3.3
Other 0.8 2.4 3.4 3.0 2.1
Total 100.0 100.0 100.0 100.0 100.0

Source: Appendix Table 2.

32. The contributions to increased output described immediately above
are not indicative of the average annual growth rates for these groups be-
cause of the disparate output bases from which each group started. While
the non-durable consumer goods industries and some intermediate goods were
relatively well-developed by 1953, the other industrial branches were only
beginning to be established in Colombia. Hence the pattern of development
of the non-durable consumer goods industries, which in 1953 accounted for
73 percent of industrial output, and of intermediate goods industries,
which accounted for 21 percent of industrial output, are of greater impor-
tance than the pattern of development of capital and durable consumer goods
industries, which together accounted for about 5 percent of industrial
output. The growth trends, however, point to the development of new in-
dustrial sub-sectors and are indicators of the process of diversification
of Colombian manufacturing output.

33. For the entire 1953 to 1967 period, the non-durable consumer
goods industries grew moderately, 4.4 percent per year from 1953 to 1967.
The intermediate and durable consumer goods industries grew rapidly, each
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reaching growth rates of about 10 percent for the entire period. The \
capital goods industries grew the most relatively, with an average annual
rate of growth of 13 percent.

34, As mentioned above, industrial production grew faster in the
first half than in the second half of the fourteen year period under dis-
cugsion; most industrial sub-groups followed this pattern of development.
Table II-4 below shows the growth of production in selected sub-sectors.
The growth of manufacturing between 1953 and 1960 can be attributed to the
development of non-traditional branches. The rapid growth of the capital
goods industries in this period is, in part, explained by the low output
base from which these industries started -— in 1953 they accounted for
only 1 percent of output.

Table II-4: AVERAGE ANNUAL GROWTH OF OUTPUT

1953-67 1953-60 1960-67
Non—durable consumer goods 4.4 4.3 4.6
Food 3.5 1.7 5.2
Textiles 5.9 8.4 3.5
Pharmaceuticals 12.0 13.5 10.5
Durable consumer goods 9.9 10.5 9.4
Rubber products 10.2 11.2 9.1
Electrical appliances 15.1 18.8 12.5
Motor vehicles 9.7 6.9 12.6
Intermediate goods 9.8 12.8 6.9
Paper and products 16.2 18.1 14.3
Chemicals, other 19.2 17.6 21.0
Petroleum 10.1 17.5 2.8
Non-metallic min. products 6.9 6.9 6.8
Basic metals 22.5 41.8 3.2
Metal products 10.7 13.3 8.1
Capital goods 13.0 15.6 10.4
Mechanical machinery 9.3 10.8 7.8
Electrical machinery 24.2 34,7 13.8
Source: Appendix Table 2.
35. More significant was the dynamic development of industries pro-

ducing industrial inputs - the intermediate goods industries. These in-
dustries had already attained considerable development by 1953 and grew
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at an average annual rate of about 13 percent in the seven-year period from
1953 to 1960. The development of the intermediate industries was partly
spurred by government investments in this group. Hence, the establishment
of Paz del Rio, the steel plant, stimulated the development of the basic
metal industries which grew at a rate of 42 percent per vyear. The chemical
industries grew at the rate of about 18 percent. A few large investments
such as the government-financed soda plant near Bogota were instrumental

in their expansion.

36, The astart of production of the ESSO petroleum refinery in Car-
tagena contributed to the accelerated growth of another Ilmportant indusg-
trial input — refined petroleum products — which grew at an average annual

rate of 18 percent between 1953 and 1960. Partly as a by-product of the
development of the steel industry, but also as a result of import restric-
tions, the metal industries grew rapidly at an average annual rate of about
13 percent.

37. The paper industry received its first stimulus in the 1950s -
expanding at the rate of 18 percent per year. Large investments through-
out the period by Carton de Colombia, one of the two large producers of
paper products in Colombia contributed to this development.

38. The durable consumer goods industries grew at an average annual
rate of about 11 percent in the 1950s8. The rapid development of the tire
indugtry and the establishment of several electrical appliance manufacturers
contributed to the expansion of this category.

39. As mentioned above, unlike the capital and durable consumer goods
industries, the non-durable consumer goods industries had already attained
a degree of development in the early 1950s, in part explaining the slow
growth of this sub-group during that period. Within the sub-group, however,
the textile industry experienced significant growth - 8.4 percent per year,
resulting partly from the expansion and modernization of capacity but also
the introduction of new products, such as gynthetic fabrics and wool yarn.

40. In the period between 1960 and 1967, there was a slowdown in the
growth of three out of the four major industrial sub-groups, non-durable
consumer goods being the exception. The rate of growth of capital goods
declined from about 16 percent from 1953 to 1960 to about 11 percent from
1960 ro 1967; the growth of the intermediate goods declined from about

13 percent in the first period to about 7 percent in the second. The rate
of growth of consumer durable goods declined least: from 10.5 percent from
1953 to 1960 to 9.4 percent from 1960 to 1967,

41. The decline in the growth of intermediate goods production in the
19608 reflects the marked decrease in the expansion rate of the basic metals
and petroleum industries, which had greatly contributed to the growth of

the group in the 1950s. Intermediate textiles as well as some of the less
important branches, such as the wood and leather industries also exhibited
sluggish growth rates.
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42, Some important intermediate branches, however, continued to ex-
pand in the 1960s. The chemical and paper industries grew rapidly pointing
to continued import substitution in these branches. The growth of chemicals
in this period resulted from the start of production of new plants such as
the soda plant in Cartagena, the fertilizer plants, as well as the intro-
duction of new products such as polyester fibers. The growth of the paper
industry reflects the further increases in capacity of Carton de Colombia
and the start of production of the other large paper company in the country,
Promotora de Papeles (PROPAL). The continued growth of the metal industries
was stimulated by a few large investments, such as Forjas de Colombia, the
steel forging plant, located in Bucaramanga.

43. Capital goods grew the most relatively in the 1960s. The growth
of the capital goods industries was spurred by the expansion in production
of electrical machinery which increased at the rate of about 14 percent per

year.

44, As mentioned above, the durable consumer goods industries continued
to increase in the 19608, reflecting some development in the automotive in-
dustry and the continued expansion of the electrical industries. The non-~
durable consumer goods industries exhitited a slightly faster growth in the
1960s than in the 1950s, caused primarily by the more rapid growth of the
food industries., Compared to their sluggish growth in the earlier period,
there was a new revival of the food industries, partly reflecting the
expangion of the sugar industry, but also the increased supply of processed
foodstuffs for the domestic market.

Employment and Productivity

45. Ag with output, increases in employment varied among the several
industrial branches. Of the 102,000 additional workers employed in manu-
facturing between 1953 and 1967, about 41 percent were employed in inter-
mediate goods industries and about 24 percent in the non-durable consumer
goods industries. Only slightly more than one fourth of the additional
workers employed were involved in the production of capital goods and
consumer durables,

Table II-5: INCREASES IN EMPLOYMENT, 1953-1967

Contributions to Increased

Employment Employment Emp loyment

1953 1953-60 1960-67 1953-67 1967

Non~durable consumer
goods 109,523 16,669 8,207 24,867 134,399
Durable congumer goods 12,469 11,562 3,395 14,957 27,426
Intermediate goods 52,846 23,420 18,473 41,893 94,739
Capital goods 3,857 7,717 5,519 13,236 17,093
Other 2,645 3,469 3,212 6,681 9,326

Total 181,340 62,837 38,806 101,643 282,983
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Employment Percent Distribution of Exnployment
distribution % Increase distribution %
Non-durable consumer
goods 60.4 26.5 21.2 24.5 47.5
Durable consumer goaods 6.9 18.4 8.7 14.7 9.7
Intermediate goods 29.1 37.3 47.6 41.2 33.5
Capital goods 2.1 12.3 14.2 13.0 6.0
Other 1.5 5.5 8.3 6.6 3.3
Total 100.0 100.0 100.0 100.0 100.0
Source: Appendix Table 6.
46. By comparing rates of growth in production and employment, one

can derive implicit figures of production per worker.

It should be noted,

however, that the production figures are for gross output and consequently

the derived figures are for gross output per employee.

The significance of

such derived figures is limited, particularly as regards any specific in-
dugtry. There are likely to be offsetting errors or biases in the data for
the entire manufacturing sector, but it is not feasible to allow adequately
With these limitatieons in mind, the
data in Table II-6 indicate that for manufacturing as a whole, gross value
of output per paid worker grew by 3.1 percent per year between 1953 and 1967.
If employment i3 related to value-added, the rate is 3.4 percent per year.

for thege in each specific industry.

47. By broad categories of manufactureg, the rates fluctuste between
1.6 and 5.3 percent; figures derived from value—added, however, show dif-

ferences for the growth rate of each category.

Any interpretation as to

productivity in gpecific industries should, therefore, be based on material
presented in Chapter VI below rather than what may be inferred from the

data in Table II-6.

Table II-6: GROSS OUTPUT PER PAID WORKER

1953

Non-durable consumer goods 112.5

Average
annual growth

1960 1967 (percent)

(thou. 1968 pesos) 1953-1967
131.1 168.6 2.9
Durable consumer goods 52.4 54.6 89.5 3.9
Intermediate goods 66.4 106.5 136.8 5.3
Capital goods 62.2 57.1 77.7 1.6
Other 48.5 61.5 88.8 4,4
Total 92.9 110.7 142.2 3.1

Source: Appendix Tables 2 and 6.
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CHAPTER III

GENERAL CHARACTERISTICS OF COLOMBIAN MANUFACTURING

48, The manufacturing induatries in Colombia have developed in an
unusual geographic frame. Three mountain ranges traverse the country,
offering formidable obstacles to speedy and low-cost transportation. Sea
access from northeastern Colembia to wegtern Colombia, furthermore, regquires
crossing the Panama Canal. This has led to the development of several large
urbsn centers and the fragmentation of the market for manufactures. Manu-
facturing production has been located near the market and therefore deve~
loped, to a large extent, along regional lines, a unique phenomenon in
Latin America. Moreover, manufacturing has been in the past, predominant-
ly inward-oriented, reflecting in part the distance to the ports of most

of the manufacturing centers. This has had the unintended effect of ham-
pering exports of goods which have a high transport cost conmtent. It
impilies also that in cases of low value bulk products export-oriented
industries will need to be located at or c¢close to coastal points. No

doubt, 1f such geogrephical barriers had not existed, and there had been

a wmified market for the country, the characteristics of the manufacturing
sector, which will be described in this and the chapters that follow, would
have been considerably different.

49, In this chapter, some of the general characteristics of the
manufacturing sector are analyzed. The chapter includes a discuseion of
scale of operations, type of ownership and industrial financing. The
competitive structure of individual industrial branches is discussed in
Chapter VI, while the regional structure of manufacturing is discussed
in Chapter VII,

Size of Plants

50. Most establishments engaged in manufacturing activities are
small, employing less than 20 workers. The data indicate that in 1967
there wevre only slightly over 1,000 factory establishments in Calombia
employing 50 or more personsg and about 1,300 more employing from 20-49
persons. In addition there were over 8,000 establishments employing less
than 20 persons each as indicated in the following table:

Table I11I-1: AVERAGE SIZE OF ESTABLISHMENTS - 1967

Establishment Number of Paid Employees
Size Establishments x (thousands) x
Under 20 8,413 78 45.3 16
20-49 1,338 12 39.8 14
50-99 525 5 36.3 13
Over 100 527 5 161.6 57
10,803 100 283.0 100

Source: Appendix Table 10.
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51. As- can be seen from Table II-2 in Chapter I1I the growth rate of
output was greater in the larger size firms. The 527 establishments em~
ploying over 100 persons, while representing less than 5 percent of the
number of establishments, accounted for 57 percent of the employment, 72
percent of the wages and social benefits, 1/ 62 percent of the gross out-
put, 71 percent of the value added, 82 percent of the net investment, 66
percent of the increase in inventories, 63 percent of the horsepower in-
stalled in the total manufacturing sector.

52. It is intereating to note that of these 500 odd large establish-
ments, 55 percent were in traditional consumer goods, 2/ and slightly over
one~fourth were engaged in production of intermediate gooda. Less than
100 establigshments in durable goods (capital or consumer durables) employ-
ed 100 or more persons.

53. In Brazil, by comparison there ware 3,456 establigshments employ-
ing 100 or more persons which accounted for 69 percent of the employment,
76 percent of the wages and 75 percent of the value added, indicating a
slightly greater concentration of large establishments than in Colombia.

54. Certain branches of industry are highly concentrated in large
establishments in both Colombia and Brazil (e.g., textiles, tobacco, rub-
ber, beverages and chemicals). Brazil has a heavy concentration of employ-
ment in larger plants in metals and metal products, paper and machinery

(of all types), while the percentage of such concentration in Colombia 1is
markedly lower. Certain industries like furniture, food, clothing and
wood products have more small plants reducing the concentration in larger
establishments. A comparison of the percentage of branch employment in
plants employing over 100 persons in Colombia and Brazil is given in

Table III-2 below.

1/ 70 percent of the wages proper and 81 percent of the social benmefits.

2/ The Colombian data have been adapted to the Brazilian classificatiom.
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Table II1I-2: EMPLOYMENT IN ESTABLISHMENTS EMPLOYING 100 OR MORE
PERSONS AS A PERCENTAGE OF TOTAL EMPLOYMENT, BY INDUSTRY BRANCH

Concentration of
Employment (ranking

by Colombian portion) Industry Branch Colombia Brazil
1967 1966
(percent)
Over 80 percent Textiles 85 85
Tobacco 85 84
Rubber 81 75
65 to 79 percent Beverages 78 63
Chemicals . 67 74
50 to 64 percent Paper 58 73
Non-metallic Mineral
Products 57 58
Leather 56 44
Electrical Machinery 56 81
Transport Machinery 52 90
Metals and Metal Products 50 79
Under 50 percent Printing and Publishing 48 57
Wood Products 46 21
Mechanical Machinery 46 68
Food 41 61
Clothing and Footwear 37 53
Miscellaneous 37 60
Furniture and Fixtures 24 27

Sources: IBRD: Current Economic Position and Prospects of Brazil, Veol. III
Report No. WH195a, December 1969 and Appendix Table 1ll.

Factory Ownership

55. In 1966, the latest year for which published data are available
65 percent of the establishments were owned by individuals, 23 percent by
limited partnerships and only 5 percent were corporations. The rest had
miscellaneous forms of ownership, such as official or semi-official firms,
Zeneral partnerships, cooperatives, etc. As might be expected, the larger
firms were generally corporations, the medium-sized firms limited partner-
ships and the small establishments were owned by individuals.

56. Table III-3 shows that while corporations represented omly 5
percent of the establishments, they accounted for over 40 percent of the
employment and over 50 percent of the gross output, 59 percent of the



TABLE III-3

STATISTICAL SUMMARY OF MANUFACTURING ACCORDING

TO JURIDICAL FORM OF OWNERSHIP - 1966

Establish- Employment Gross Value Wages & Social New Fixed Inventory  Horsepower
ments Total Paid Output Added Salaries Benefits Investment Change Installed
{thousands) (m 1i 1 1 1 o n current pesos ) . (thousands)
Corporations 585 120.5 120.4 17,612.3 8,162.6 1,894.6 4.4 1,079.7 1,579.4 659.9
Limited Partnership 2,698 L.y  92.6 9,226.9 3,086.6 956.0 217.3 315.4 375 1 2431
Individual Owners 7,631 6.4 L47.9 2,428.7 805.2 255.2 36.2 57.5 A 13.9
General Partnership 152 12.2 124 1,826.4 594.7 150.3 41.8 57.6 7 L 26.1
Official and Semi-Official
Societies 79 8.0 8.0 2,250.3 994.0 120.6 31.3 569.1 61.3 L5.6
Others 652 8.0 7.0 501.5 180.7 50.9 8.6 16.9 -4.8 14.2
Total 11,797  299.5 288.0 33,8u46.1 13,823.8 3,427.6 1,109.6 2,096.2  2,104.5 1,062.8
Percent Distribution
Corporations 4.9 0.2  L1.8 52.0 £9.1 55.3 69.8 51.5 75.1 62.1
Limited Partnership 22.9 31.5 32.2 27.3 22.3 27.9 19.5 15.0 17.8 22.9
Individual Ouners 64.7 18.8 16.6 7.2 5.8 7.4 3.3 2.7 3.1 6.9
General Partnership 1.3 L1 L.2 5.4 4.3 L.L 3.8 2.8 1.3 2.5
Official and Semi-Qfficial
Societies 0.7 2.7 2.8 6.6 7.2 3.5 2.8 27.2 2.9 4.3
Others 5.5 2.7 2. 1.5 1.3 1.5 0.8 0.8 0.2 1.3
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 _1_00.0
Source: DANE, Bolst{n Mensual de Estadfstica, Number 209

.—OZ-
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value added and almost the same proportion (58 percent) of wages and
social benefits paid. They also accounted for over half the new invest-
ment and three-fourths of the increase in inventories. The few large
government firms (including Ecopetrol and Planta de Soda) accounted for
less than 3 percent of the employment but 7 percent of the value added
and 27 percent of the new fixed investment. These striking differences
point to the capital intensive nature of the petroleum and chemical in-
dustries.

57. The limited partnerships, which enjoy a preferential tax posi-
tion, are a significant factor in industry (and probably also in trade),
as is indicated in Chapter IV.

Labor and Employer Organizations

58. Trade union organizations have an important function in the manu-
facturing sector. The existing legislation tends to favor a single union
within a company as it allows only one union to act as collective bargain-
ing agent. These enterprise unions are frequently affiliated with a na-
tional union but bargaining is customarily with a single firm, rather than
with an entire industry.

59. There are two large national trade union federations in Colombia:
the CTC (Confederacion de Trabajadores de Colombia) and the UTC (Union de
Trabajadores de Colombia). Union ties with the political parties are not
clogse and it is the impression of the mission that trade union influence
wag more evident in industrial bargaining and on other matters of direct
labor interest, such as minimum wage laws, than on broader issues such as
taxation and industrial or foreign trade strategy.

60. There is no evidence that labor organization has been instrumen-
tal in initiating major cost changes in manufacturing industries. The
limited data available point more in the direction of wage changes follow-
ing increases in the cost of living, although obviously the repercussions
of such wage adjustments in a particular industrial branch have affected
industrial costs and prices in that and related branches.

61. Social benefits include '"ordinary" benefits paid as a matter of
legal obligation and "special' benefits usually paid by specific large
employers. 1/

62. ANDI (Associacion National de Industriales) is the largest em-
ployer organization and engages in economic studies, employment services
for foreign technicians and other activities. There are also numerous
specialized trade associations.

1/ Labor in Colombia, U.S. Department of Labor, March 1962, pp. 27-37,
gives a detailed description, in English, of benefits at that time.




- 22 -

Industrial Financing

63. As was Indicated earlier in Chapter I, new investment in fixed
assets in Colombian manufacturing in 1967 was 2,364 million pesos, or
about USS$150 million equivalent. Investment probably rose alightly in
real terms in the following two years. 1In 1966, the last year for which
detailed data are available, private corporations (excluding official
societies) accounted for about 51 percent of total manufacturing fixed
investment; if official societles are added, the percentage increases to
78 percent. What is moet significant for present purposes is that in that
year, privately~owned corporations accounted for about 70 percent of the
private fixed investment in manufacturing.

64. The data issued by the Superintendency of Corporations {(Super-
intendencia de Sociedades Anonimas) cover only private corporations. At
the end of 1968, a sample of the larger corporations 1/ had net assets of
approximately 23.3 billion pescs. 2/ It is likely that all corporations
in the manufacturing sector had net assets of approximately 30 billiom
pesos and that total net assets in manufacturing (corporate, non-corpo-
rate and officlal societies) were about 55-60 billion pesos.

65. An approximate condensed balance sheet for 298 large manufactur-
ing corporations is reproduced below:

Table 1I1I-4: COMPOSITE BALANCE SHEET FOR LARGE MANUFACTURING
CORPORATIONS AS OF DECEMBER 31, 1968

Assets Billion pesos
Fixed Assets (net of depreciation reserves) 4.7
Cash and Securities 2.8
Accounts receivable 6.3
Inventories 5.1
Other assets 4.4
23.3
Liabilities
Payable to Banks 1.6
Payable to Government 1.0
Payable to External Creditors 1.2
Labor obligations 0.7
Other accounts payable 4.7
Capital 4.0
Surplus and reserves 10.1
23.3

Source: Unpublished data, Superintendencia de Sociedades Anonimas.

1/ The sample covers 298 of the 586 corporatioms, but these 298 accounted for
about 80 percent of gross sales and wages and salaries of all corporations.

2/  After deducting 3 billion in depreciation reserves.
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The data do not permit a breakdown as between current and long-term obli-
gations.

66. The means by which larger firms handled their financing require-
ments from 1964 to 1968 1is indicated in Table III-5 below.

Table III-5: SOURCES AND USES OF FUNDS
FOR LARGE MANUFACTURING CORPORATIONS

Sourcea 1964 1965 1966 1967 1968
Internal Sources 829 980 1,494 1,016 1,035
Depreciation 271 295 311 274 358
Contingency reserves 19 27 -13 11 21
Undistributed profits 539 658 1,196 731 656
Borrowings 638 610 1,846 301 1,217
Banks 187 31 173 38 520
Government -26 73 198 29 119
Foreign sources =96 267 519 69 -97
Labor obligations 47 34 64 52 136
Other credits 526 205 892 54 538
Capital 214 404 688 109 177
Share iagues 149 284 470 164 119
Borrowings from gshareholders
and affiliates 65 120 218 -55 58
Total Sources 1,680 1,995 4,028 1,426 2,429
Uses
New fixed capital 472 610 721 804 943
Inventory increases 355 306 1,456 63 323
Cash and securities 112 286 274 442 314
Accounts receivable 709 618 1,598 28 796
Other assets 32 175 =21 87 53
Total Uses 1,680 1,995 4,028 1,426 2,429

Source: Unpublished data, Superintendencia de Sociadades Anonimas.

67. For the larger industrial firms, there has been a tendency for
marked swings in borrowings in past years, particularly in periods of
larger price increases, presumably baecause of fears that import liberaliza-
tion policies would not be long sustained. For example, borrowings tripled
between 1965 and 1966 and then fell by over 80 percent {n 1967. It is
significant to note that borrowings in 1966 were primarily from Government,
foreign sources and other credits (accounts payable or borrowings from
domestic non-bank lenders). Increases in bank loans were small, reflecting
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the tight credit policy of the government. In 1967, after devaluation,
borrowings shrank sharply, presumably because increases in inventories and
accounts receivable were nominal as compared to a combined increase of 3
billion pesos in 1966.

68. The pattern of the large corporations was not duplicated by the
smaller corporations. There are some indications that for the smaller
firms the rise in borrowings between 1965 and 1966 was less marked and
that the issue of new shares also rose less. While the rise in invento-~
ries appears equally steep, the increases in accounts receivable were
smaller. Presumably in Colombia, as elsewhere, the smaller firms have
less success in borrowing in periods of tight money and high interest
rates, except from shareholders or affiliates. These inferences on
smaller corporations are drawn from a comparison of sources an/ uses of
funds data for all reporting corporations, and similar data for the 315
large corporations, both reported by the same source. Unfortunately,
data for all manufacturing corporations were not available for years after
1966. The following table shows the proportions of the sources of funds
in the three years 1964-66 for which comparable data are available for
(1) all corporations, (2) 315 identical large manufacturing corporatioms,
and (3) the other manufacturing firms:

Table III-6: SOURCES OF FUNDS BY SIZE OF CORPORATION

(percent)
1964 1965 1966
Sources of Funds Total Large Small Total Large Small Total Large Small
Internal Generation 38 49 14 37 49 15 31 37 12
Borrowings 47 42 57 45 37 60 54 51 6l
Capital 15 19 29 18 14 25 15 12 21
Total 100 100 100 100 100 100 100 100 100

Source: Superintendencia de Sociedad es Anonimas, La Industria Manu-
facturera and Revista, 1966.

69, The larger corporations financed between 37 and 49 percent of
their needs from internal cash generation (undistributed profits and
non~-cash reserves, e.g. depreciation) as compared with 12 to 15 percent
for the smaller corporations. The smaller firms raised 25 to 29 percent
of their needs by new equity as against 12 to 19 percent for the larger
corporations. DBorrowings by the smaller firms constituted a larger por-
tion of their financing, 57 to 61 percent as against 37 to 51 percent for
the larger firms. In that connection, it should be noted that such bor-
rowings include borrowings from shareholders or affiliates. Unfortunately,
no breakdown of borrowings is available to test the hypothesis that a sig-
nificant part of the borrowings by smaller corporations probably came from
such sources. If this is so, the larger proportion of borrowings may be
more nominal than real and may merely reflect tax or other advantages of
infusing capital in debt rather than in equity form.
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Major Financial Institutions

70. The role of the various institutions involved in industrial
financing was described in WH-188a, December, 1968, Annex I, Industry,
pp. 17-20. Moreover, the Bank through its present close relations with
five leading finance companies (financieras) and contacts with the others
is already very familiar with the nature and profitability of the finan-~
cieras' operations. Consequently, the following comments serve only to
point up selected problems.

71, Private developument finance companies have played an important
role in industrial financing in Colombia. There are sleven such in opera-
tion but the five leading ones in the four major cities and Manizales have
been operating from five to ten years and theilr combined activity may be
considered to represent approximately 90 percent of the entire group. 1/
However, as of mid-1969, these finance companies accounted for only about
20 percent of the 12.5 billion pesos of assets held by development banks
(which cover all sectors of the economy). Governmental development in-
stitutions like IFI (Instituto de Fomento Industrial - Institute for In-
dustrial Development) are more important sources of capital for industry
than any individual finsnciera. In fact, governmental bodies like IFI

and the Central Mortpage Bank (Banco Central Hipotecario) offer stiff
competition for savings, partly because of the tax-exempt nature of their
obligations.

72. As long as IFI and other government owned finance companies have
greater access to funds and/or more favorable terms, private finance com-
panies will find it difficult to reconcile the twin goals of lending on
competitive terms with an adequate financial return to attract additiomal
local capital. The proliferation of effort and costs inherent in eleven
separate entities, each with its own staff, management and board of direc-
tors, while understandable, is not conducive to improving the private com-
panies’ competitive position (see Chapter IV regarding fiscal and monetary
policy).

1/ From a private report to a leading financiera made late in 1969.



- 26 -

CHAPTER 1V

GOVERNMENT MEASURES AFFECTING INDUSTRIALIZATION:
FISCAL, MONETARY AND SOCIAL LEGISLATION

73. In internal economic policy as it affects manufacturing, Colombia
long emphasized fiscal and monetary measures and limited direct government
Intervention to exceptional cases like investment in the Paz del Rio steel
plant and special measures in exchange crisis situations. The major em-
phasis was on tax policy, the incidence of which was more progressive than
in most South American countries. This is reflected in the fact that
direct taxes comstitute a larger percentage of tax revenues in that country
than in other South American countries. Business taxation policies (with
measures ranging from an excess profits tax to tax exemptions to industries
for specific performance on use of indigenous materials) reflected twin
desires (a) to furnish incentives for industrialization as a means of in-
creasing employment opportunities, and (b) to level down by taxation highl,
visible income disparities. Monetary policies seemed to fluctuate from
period to period.

74, In the last few years, measures intended to spur economic growth
and to improve income distribution and resource allocation have tended to
become somewhat more direct, e.g. agricultural incentives, export incentives
for non-traditional products, greater governmental direction of bank loans
and investments toward favored sectors, and a variety of other measures,
which are discussed below.

Tax Policy

75. The discussion in this section relies extensively on the Report

of the Musgrave Commission, 1/ a committee appointed in 1968 by the Presi-
dent of Colombia, to evaluate the tax structure of the country. In general,
the mission is in agreement with the findings and proposals of the Musgrave
Commission on the issue of business taxatiom.

76. Figscal measures affecting Colombian manufacturing industries fall
under three general headings: direct business taxes, indirect taxes, and
tax incentives. Colombian business taxes, aas presently constituted, en-
compass a multiplicity of complicated and uncoordinated measures. In
essence, the incidence of taxation varies markedly according to the legal
form of business organization; for example, corporations are effectively
discriminated against in favor of non-corporate entities.

1/ Commission on Tax Reform, Richard A. Musgrave, President, Tax Reform
for Colombia - Report by the Commission on Tax Reform (hereinafter
referred to as the Musgrave Report.
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77. Tax incentives in some cases have not achieved the objectives for
which they were designed. Tax incentives have been in existence since 19€0
for the purpose of fostering certain "basic" and '"complementary" industries,
but have been largely ineffective in gecuring the desired result.

Business Tax Structure

78. Business taxation can affect manufacturing activity in a variety
of ways. The inclusion or exclugion of various forms of income in taxable
income, cost deductions, asset depreciation, and tax rates imposed on dif-
ferent legal forms of business, obviously affect the profitability of the
enterprises and thus the incentive to invest in them.

79. There are presently three types of taxes levied on business enter-
prises: (a) income taxes levied on all forms of business enterprise, (b)
excess profits taxes levied on corporations only, and (c) special profits
taxes applied to corporations and limited liability companies. Indirect
business taxes are of little importance in Colombia, although the muni-
cipal industry tax is poorly structured and has a nuisance value.

8C. The incidence of the business income tax in Colombia depends on
the legal form of ownership of the business. The Musgrave Report succinctly
sunmarizes the structure of the business income tax:

"Under the present system, corporations, limited liability
companies and partnerships are subject to different treat-
ment as follows:

- corporations now are subject to a three-rate schedule
of 12 percent on taxable income up to P 100,000, 24
percent on P 100,000 to P 1,000,000 and 36 percent on
the excess over P 1,000,000}

~ limited liability companies have a three-rate schedule
of only 4 percent on the first P 100,000 of taxable in-
come, 8 percent on P 100,000 to P 300,000, and 12 percent
on the excess over P 300,000;

- partnerships are subject to a two-rate schedule of 3 per-
cent on the firast P 100,000 and 6 percent on the excess
over P 100,000.

All of the after-~tax income of limited liability companies
and partnerships 18 inputed to the owners for tax purposes
at the individual level, while corporate atockholders are
taxable currently only on dividends. The retained earnings
of corporations are not taxable to the shareholders. Never-
theless, this difference in intaegration does not adequately
equalize the burden differential at the entity level." 1/

1/ Musgrave Report, paras. 6.4 and 6.5.
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8l. In addition to the business income tax, corporations are subject
to an "excess profits" tax which is:

".... levied at graduated rates (20 to 56 percent depending
on the rate of return on net worth) on earnings (after
deduction of income tax) in excess of 12 percent of net
worth when net worth is over P 200,000."

82. The Musgrave Commission gives several reasons for the original
establishment of the excess profits tax: First, the government has granted
numerous benefits to the manufacturing sector, and the business sector has
derived benefits from the protection vis-a-vis foreign competition granted
to its products, as well as from monopolistic pricing. It is felt that the
government is, in fact, recovering some of its implicit "subsidies to the
business sector''. Second, "to encourage employers with high earnings to
lower prices or raise wages since this could be done largely at the expense
of their tax liability".

83. Whatever the rationale for the establishment of the excess profi: .
tax, 1ts impact has been to further discriminate against the corporate form
of ownership. The Musgrave Commission feels that the high and erratic mar-
ginal rate of taxation resulting from the incidence of the excess profits
tax applies mainly to corporatioms.

84. The third form of business taxation is the group of special taxes.
There are two taxes in this group: First, the development and special social
security tax ~ 3 percent of taxable income applies to corporations, indi-
viduals, and limited liability companies, but not to partnerships; and
second, the housing tax - 6 percent of taxable income - applies to all

legal forms of business but not to individuals.

85. The corporate form of ownership is, therefore, penalized under
the Colombian business tax structure.

"This discrimination ... is unfortunate both from equity and
aconomic standpoints. The corporate form i{s an important
means of mobilizing capital and organizational tailent for
the tasks of economic development. In many instances, cor-
porations and limited liability companies are of equal size
and resources, and tax differential created by the present
structure is unwarranted by their respective economic powers
and resources". 1/

86. Another important aspect of the tax problem is the definition of
taxable income and includes questions regarding depreciation allowances,
loss carry-over and carry-forward, salary allowances and other items such
as entertainment expenses, expenses abroad and head-office expense. Pre-~

1/ Musgrave Report, para. 6.8.
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sently, the Colombian business tax structure does not permit the revalua-
tion of assets -— a measure frequently adopted in inflationary economies
— and does not have carry-over and carry-forward provisions for losses.

87. On the question of depreciation allowances, the Commission rejects
the proposal that asset revaluation be permitted to improve the ability of
the taxpayer to maintain his real (as opposed to nominal) capital. It be-
lieves that by liberalizing depreciation allowances based on historical
cost the same end can be achieved as effectively and with greater admini-
strative simplicity and will be more effective in ''rendering assistance to
the growing as against the established but static firm'". A first step is
to eliminate the 10 percent salvage estimate which would increase the total
amount of allowable depreciation. It suggests the optional use of double
declining balance rates instead of straight line rates on new machinery

and equipment (not buildings). It further suggests consideration of in-
creased depreciation rates for plants engaged in multiple ghift operations
but recognizes probable difficulties of administration.

88. The Bank has supported, indeed urged, asset revaluation in public
utilities, because in its absence price regulation based on a rate of return
on original cost in local currency would result in inability to finance need-
ed growth in part from intermal cash generation and a distortion of resource
allocation. In the case of private industry, where pricing is largely un-
regulated and where varying degrees of competition, both internal and ex-
ternal, are present, the case for asset revaluation is less strong. This

is particularly true when price changes are moderate, as in Colombia in

the past few years, and where fixed assets are usually less long lived

than in hydro-electric plants, water supply projects etc. For these
reasong, permissible asset revaluation for manufacturing does not, under
present circumstances, appear indispensable for profitable industrial in-
vestment.

89. On loss carry-forward and carry-over, the Commission urges

adoption of such provisions, which are not presently permitted, to im-

prove incentives for investment in new risky businesses by new firms. Salary
limitations for tax purposes of 15,000 pesos per month (US$833) generally,
and 20,000 pesos per month (US$1,111) for the top manager in a firm "pose
efficiency and equity problems for a relatively small group of business

firms and their highest paid employees'. The Commission proposes raising
these limits and the appointment of a ''salary board" to hear appeals from
firms which seek to justify greater deductions.

90. The Commission recommends repeal of the housing, development,
and social security taxes on business, and of the corporate excess profits
tax; it suggests raising the equivalent revenue by raising the corporate
tax to a level of 44 - 46 percent.

91. It should be noted that the Commission estimated business income
tax (including excess profits tax) at over 12 percent of national revenues
and individual income tax revenues at just under 15 percent making a total
of 27 percent which compares with 23 percent for Chile, 20 percent for
Peru, 12 percent for Brazil and 6 percent for Argentina. These figures
refer to 1963-65.
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92. In general, the mission agrees with the Musgrave Commission on the
impact of the business tax structure on the manufacturing sector and with
many of its recommendations for reform of the business tax structure. It
would be difficult to disagree with the Commission's attitude that:

"At the core of the reform stands substitution of a uniform
tax for the multiplicity of the present structure and the re-
sulting realignment of rates". 1/

Indirect Taxes

93. Indirect taxes are generally low and of less importance in
Colombia than they are in other Latin American countries. The Commis-
sion estimates indirect taxes in Colombia at 6-~7 percent of GNP as com-—-
pared to B8 percent in Chile, 11 percent in Peru and 13-14 percent in
Brazil and Argentina. The mission estimates that manufacturers pay
about 4 percent of sales in indirect taxes. There are two types of
indirect taxes that affect the manufacturing sector: the national
sales tax and the municipal industry tax.

94, The industry tax is levied at the municipal level and indus-
try tax. Rates are relatively low, the nuisance value to manufacturers
is unjustified. The mission agrees with the Musgrave Commission that

the:

"... Municipal Industry and Commerce tax should be abolished.
This tax is an inequitable and unworkable anachronism for a
country at Colombia's stage of development. Tax liability

is determined on the baels of a curious mixture of gross

sales, installed horsepower, value of monthly rent, and even
square feet of plant space in some municipios. The tax at-
tempts to bring virtually all firms, no matter how small,

into its base (although there is a complex maze of exemptions),
and the base as well as the exemption structure varies consider-
ably from municipio to municipioc. Evasion is estimated to be
inordinately high, and the arbitrary methed of imposing and
collecting the tax gives rise to substantial opportunities

for corruption. The tax is considered to be a nuisance by

the business community, 1s regressive in its distributional
impact, and has low revenue elasticity. It lacks any theore-
tical basis and very likely leads to distortions in business
location decisions." 2/

9s. The national sales tax, which is levied at the manufacturers
level and on all imports, ranges between 3 and 15 percent, although most
products fall in the 3 percent category.

1/ Musgrave Report, para. 6.3.

2/  Musgrave Report, para. 8.33.
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96, As mentioned in the saction on tariffs, indirect business taxes
should be realigned so that the luxury tak effects of the present tariff
schedule can be eliminated.

Monetary Policy - Impact on Industry

97. The Government's monetary policies have had the effect of favor-
ing agricultural borrowers over private industrial or trade borrowers in

a variety of ways. Direct preferences for agricultural borrowers have
been reflected in (a) preferential interest rates and terms, (b) require-
ments that banks lend a minimum percentage of assets to favored groups,
like agriculture. Furthermore, the loanable funds of banks available

for discretionary lending have been reduced by ilncreasing the reserve
requirements of commercial banks with the Bank of the Republic and a
requirement to buy government bonds, the proceeds of which are aarmarked
for specific purposes, usually non-industrial.

98, Recent socilal legislation has had the effect of channelling
certain funds (for pensions and dismiseal wages) formerly held and in-
vested by enterprises, to the Social Security Institute, which has then
channelled these funds to the Central Mortgage Bank and other institu-
tions for investment in housing and other government-sponsored projects.

99. Governmental direction of credit is not new. Law 26 of 1959
reguired commercial banks to reserve a minimum of 15 percent of their
portfolio for livestock loans. Taken by itself, this directed lending

- initially probably had limited economic effects. However, when for rea-
sons of monetary policy private commercial banks are required to keep
larger cash reserves with the Bank of the Republic and when official
banks (Caja Agraria, Banco Cafetero and Banco Popular) are given greater
access to such directed funds through preferential treatment on redis-
counts, the effect is to rechannel banking funds away from industry and
urban trade to agriculture, housing and other public projects favored

by Government policy.

100. The effect of all these meagures was to restrict the supply
of loanable funds available from private commercial banks. While in-
terest rates are nominally controlled, some borrowers and lenders have
found loopholes which result in increased borrowing costs. Others,
finding access to customary lenders restricted, are borrowing in the
"street" market at 2 percent or more per month, as compared to the bank
rate celling of 14 percent per year. This "street" market is allegedly
fed in part by funds obtained by livestock raisers at much lower rates
from Caja Agraria. Another influence i3 the fact that the Central
Mortgage Bank, an official institution, is borrowing at 1ll1-1/2 percent
tax-free to the lender. The lender, moreover, has an instant cash
option.
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101. The combined effects of these measures and of prior import
deposits (see section on import controls) have caused a substantial
squeeze on the availability and cost of working capital for industry
and trade. The extremely high net of tax rate offered by an official
agency, the Central Mortgage Bank for a highly liquid investment, has
put other capital suppliers or intermediaries at a considerable dis-
advantage and contributed to a high nominal cost of capital. Since
the rate of overall price increases has been moderate in marked con-
trast with a number of other South American countries, the real costs
of borrowing are and have been positive and rather high in Colombia
in the last few years.

102. It 4s highly questionable whether, given such a high cost of
capital, both real and nominal, the areas to which investment have been
directed as a result of governmental policies have yielded as high a
return to the economy as equivalent investments in Industry and trade
might have yielded.

Price Controls

103. Price controls were put into effect in 1961 under President
Lleras Camargo. The peak of price controis was apparently in 1965, when
controls were administered by a total staff of about 50 personms, half
professional and covered about 35 percent of the economy. Controls have
been eliminated or changed so that less than 4 percent is presently under
control, Items remaining under control are primarily those that affect
the cost of living index directly or indirectly. Examples are beer,
cigarettes, rubber tires, gasoline, transport charges, some drugs and
packaging materials. There are almost no controls on agricultural prod-
ucta, and agricultural inputs such as insecticides and herbicides were
freed of price control early in 1970.

104. Where industries are not bellieved to be monopollistic or oligo-
polistic, controls have been removed. Certaln basic products like steel
and cement have also been freed, but the producers in such industries
are required to furnish one month's advance notice of price increases,
so that a judgment may be made as to whether to restore controls, or more
often, to provide an opportunity to negotiate a lower incr.-=se. The
trend {s toward freeing items from price control with more reliance on
competition, occasional removal of quantitative import restrictions or
tariff reduction (e.g. glass) and at times concessions to the industry
such as reduction of prior import deposit rates on imported parts or
materials.

Social Legislation

105. In the field of socilal legislatiom, there are two aspects which
have had adverse effects on industrial investment and operations: sever-
ance pay requirements and shift premium for night work.
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106. The most significant is the severance pay requirement (cesantia).
The cesantia legislation requires the employer to pay a lump sum equal to
one month's wage for each year of service when a worker is dismissed (ex-
cept for criminal acts, intentional damage to business property or dis-
closure of business secrets). This is viewed in some quarters as a sub-
stitute for unemployment insurance, but it should be noted that its in-
cidence falls on the specific employer responsible, rather than being
spread over the entire industrial sector or the economy as a whole, as

is the case in an ingurance gcheme. For this reason, it becomes a greater
risk to new ventures or to particular employers who add to their employ-
ment rolls. Where labor costs are an important cost element, this re-
quirement may be particularly burdensome or at least be viewed in that

way by the prospective investor. In some industries, special contracts

of less than one yaear's duration can be used to avoid this requirement,
but these do not appear to be widely used. On balance, it would appear
that in industries where labor is a large cost element, the severance pay
requirement serves to delay or deter new investment, reinforcing a strong
tendency to restrict supply and maintain prices above levels likely to
prevail in the absence of such requirements.

107. There are statutory overtime pay requirements of a 25 percent
premium for work performed outside regular hours or in excess of the
maximum daily hours (generally 8 hours). If the overtime work is night
work, performed between 7 p.m. and 6 a.m., it calls for a 75 percent
premium. Night work performed as a regular shift, calls for a 35 percent
premium. It is the premium for regular night work, which deters many
establishments from operating a multi-shift operation, especially where
labor costs are a significant cost element.

108. This premium is of lesser significance in plants operating on
a continuous process (rather than batch process) basis. Other factors
may also be operative - for example, lack of adequate supervisory em-
ployees and inadequate public transport at night. This premium for
night work has an important deterrent effect on multi-shift operationm,
particularly when taken in conjunction with the cesantia requirement,

Intermal Policy Mix’

109. The industrial boom of the 1950s, fed by the availability of
foreign exchange resulting from high coffee prices, ended in 1957. While
coffee prices fell sharply in 1955, the industrial boom continued for
several years thereafter, due in part to the time that elapses between
the initial commitment and the actual implementation of any investment.
The much lower level of coffee prices of the late 1950s and early 1960s
would have inhibited industrial investment in any case, but uncertain-
ties as to governmental policies in the fiscal and monetary fields prob-
ably accentuated the declina.

110. In recent years, governmental policy has been directed at
expanding investment and employment primarily in social overhead proj-
ects, but also in agriculture which appeared to have good prospects for
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export expansion relative to the foreign exchange investment needed.
The measures taken to implement the policy have directed capital away
from private industrial investment and have led to high and rising in-
terest rates, not only in nominal but also in real terms. As indicated
earlier, the continuing availability of 11-1/2 percent tax-free bonds
of the Central Mortgage Bank affords very stiff competition, deterring
private investment.

111. Problems such as an adequate level of national savings, a
proper taxation mix and the share of public investment in total invest-
ment, of course, affect other sectors as well as industry and must be
viewed from an overall standpoint. However, it is evident that the
fiscal, monetary and public investment policies followed in the last
few years have had the effect of inhibiting industrial growth, while
spurring investment in agriculture, public works and social sectors
such as education and public health. In the case of severance pay,

the risks to individual firms could be reduced by a national insurance
scheme; this point seems worth further consideration by the Government.

112, The choice of priorities is clearly the responsibility of
Colombia but the effects on the non-favored sectors flowing from such
choices need to be understood by all concerned.
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CHAPTER V

GOVERNMENT MEASURES AFFECTING INRDUSTRIALIZATION: PROTECTION
AND EXPORT PROMOTION

113. Over the past ten years, Colombia has gradually evolved from
pursuing predominantly inward-oriented trade policies to amn outward-
looking orientation. While many of the present policies of protection
and export promotion can be traced back to the early sixties, it was

not until 1967 that they were presented cohesively. The present system
of non-tariff trade restrictions, foreign exchange regulationr and export
promotion policies were fully defined in Decree-Law 444 of March 1967.
With some modifications to this Law, the system has remained basically
unchanged since that time.

114, Unlike the trade policies of other Latin American countries,
the Colombian policies of export promotion and import substitution were
primarily designed to change the structure of the balance of payments in
a broad sense, rather than assist industrialization in particular. The
policies were, therefore, as much geared to promote exports and substitute
for imports of agricultural products as of manufactures. The emphasis
which has been given to the agricultural sector in other policy fields,
such as credit, bears out this conclusion. As an example of the general
nature of Colombia's commercial policy, the import of both processed and
unprocessed foodstuffs has been curtailed over the past 15 years in a
drive to attain self-sufficiency. This has been one of the few explicit
trade policies pursued by the government. The policies, nevertheless,
have had an impact on industrialization and have contributed to import
substitution and export promotion in manufactured goods. An analysis of
these policies follows.

THE SYSTEM OF PROTECTION

115. The present system of protection for Colombian manufactures is
comprised of three elements: an ad valorem tariff enacted in 1964, but
much amended since; a system of quantitative import restrictions embodied
in an import licensing syatem; and a system of prior deposits. As men-
tioned above, Colombian protectionism was primarily a reaction to limited
foreign exchange avallability rather than a concerted effort to encourage
industrialization.

116. The protective effect of tariffs and quantitative restrictions
has varied with the strictness of quantitative restrictions and applies
differently to the various classes of goods. Where import prohibitions
exist, the level of protection is extremely high. For products which are
subject to restrictive liceneing the tariff level is, in fact, a minimum
level of protection. Prior deposits raise the level of protection but
have been used by the government more as an instrument of restriction on
credit than as trade policy.
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The Level of Protection

117. Calculating the level of effective protection for Colombia is a
difficult task, particularly for consumer goods, for these imports are
extremely restricted. Moreover, constantly changing non-tariff restrictions
could make any calculation of effective protection outdated almost before

it 18 completed. It 1s not surprising, therefore, that no adequate study
has been carried out.

118. An attempt has been made in this report to assess the level of
protection of selected finished manufactured products by taking into
account the major inputs that are needed in producing them. The results
of this analysis, which are summarized in Table V-1, give an indicetion
of the differential between value-added on the finished product under the
present structure of protection and value-added in a free trade situation.

119. The benefits to local producers of protecting a given product
are eroded if the protection on the imported inputs required to produce
this product in Colombia is also high. This analysis, of course, applies
most readily to products which require large quantities of imported inputs
such as capital goods and many non-durable consumer goods. Where imported
inputs are not required, the level of protection granted to the final
product is equal to the actual tariff (nominal rate) for this onroduct.

120. The analysis summarized in Table V-1 indicatea that for machinery
and some metal manufactures the protection on value-added 1s probably quite
low for two reasons: first, the tariff on the final product is relatively
low; second, imported inputs are also protected.

121. At the other extreme, some consumer goods such as clothing have

an almost infinite level of protection, because importation of the final
product is prohibited. Even if there were no import prohibitions and

the tariff rate applied protection on the value-added would be high since
tariff rates for the final goods are very high and they require little in the
way of imported inputs.

122. In considering the level of protection that the government is
granting to the local producers, any charges that add to production costs,
such as indirect business taxes, should be deducted. This discussion
disregards indirect business taxes because in Colombia the incidence of
these taxes on production costs ig almost negligible.

Quantitative Restrictions

123. All imports into Colombia are classified into one of three
categories: imports which require a prior license, imports which can
be imported freely and goods under embargo. There are three corresponding
lists of products: prior license, free and prohibited liats. All capital
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goods and most intermediates are subject to prior license; many consumer
goods are in the prohibited list while some intermediates not produced
domestically are in the free list. Tables V-8 and V-9 give an indication
of the most important manufactures in the free and prohibited lists.

Mcst of the remaining manufactures are subject to prior license.

L24. The protective ilmpact of the licensing system has varied with
the type of products and with foreign exchange availability. In years

of strict quantitative restrictions the level of protection has been
higher than in years when quantitative restricticns are limited. Also,

in years of strict quantitative restrictions, the import of consumer goods
has been severely curtailed, whereas capital goods and intermediate goods
have been allowed in with more freedom. The level of protection on con-
sumer goods has, therefore, risen more tham that for intermediates and
capital goods in such years.

125. Quantitative restrictions have changed considerably from year to
year, depending on the availability of foreign exchenge. Hence, while in
1966 only about 45 percent of the products were subject to prior license,
in 1967, 95 percent of imports were subject to prior license. In 1968,

the figure fell to 88 percent and in 1969 it was 80 percent (see Table V-2
below). At the present time further additioms to the free list are being
considered. The rate of liberalization of quantitative restrictions is

apt to be slow because Colombian authorities fear that pressures to accumu-
late inventories will cause so large a drain ou reserves as to be self-
defeating. Colombian authorities cite experiences in 1966 and earlier
periods. The analysis of the Mission {(Chapter VI) confirms that widespread
inventory speculation occurred in periods of trade liberalization.

126. The licensing system therefore contributes to fluctuations in
the demand for foreign exchange. In years when quantitative restrictions
are not strict, the demand for foreign exchange increases markedly, almost
irrespective of the need for imports. Much of this increased demand is
inventory build-up in the manufacturing sector. The result of these
increases in demand for imports 1s that the percentage of licenses denied
(in terms of value) in total demand for licenses does not change drastic-

ally.
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Table V-2: SHARE OF IMPORTS REQUIRING PRIOR LICENSE
IN TOTAL IMPORTS - 1956-1968

Million USS$)

Import Registries Share of restricted
Prior imports to total imports
Year Free License Total (percent) (2/3)
1 2 3 4
1956 360.1 102.4 462.6 22,1
1957 289.4 . 118.7 408.1 29.1
1958 159.7 116.8 276.5 42.2
1959 230.1 147.0 377.1 39.0
1960 266.3 178.2 444.5 40.1
1961 280.3 182.2 462.5 39.4
1962 207.7 186.8 394.5 47.4
1963 177.1 293.7 470.8 62.4
1964 169.6 285.1 454.7 62.7
1965 72.1 405.1 - 477.2 84.9
1966 360.2 278.9 639.1 43.6
1967 19.8 505.0 524.8 96.2
1968 75.4 555.1 630.5 388.0

Source: Alberto Musalem, Demanda por Dinerc y Balanza de Pagos; La
Experiencia de Colombia, 1950-1967, unpublished document, 1969.

127, While in 1967, a year when strict quantitative restrictions were
in effect, about 32 percent of the licenses requested were refused, in

1968 about 19 percent were refused, and in 1969 -- a year of trade liberal-
ization -- about 22 percent were refused. In 1969 there was an increased
demand for import resulting in part from the increased income of the coffee
boom but also reflecting the importer's knowledge that there had been a
liberalization of the restrictive policies. Table V-3 below indicates the
relationship between the demand for foreign exchange and the value of
licenses approved.

Table V-3: PERCENTAGE SHARE OF LICENSES DENIED IN
TOTAL DEMAND FOR LICENSES

(Million US$)

1967 1968 1969
Demand for licenaes
(foreign exchange ''pressure') ( 646.8 815.5
(
Licenses approves n.a. ( 521.3 638.5
(
Licenses denied { 125.5 177.0

Percentage share of licenses
denied in total demand 32.0 19.4 21.7

Source: Unpublished INCOMEX data.
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128. The time taken in processing license applications is another
form of protection and of saving foreign exchange. In years of severe
quantitative restrictions, the processing of licenses is allowed to take

a considerable amount of time, while in years of foreign exchange liberal-
ization, they are processed quite rapidly. It is up to the Institute of
Foreign Trade (Instituto de Comercio Exterior - INCOMEX), an agency of the
Ministry of Development (Ministerio de Desarrollo) in charge of licensing
to determine how much time processing applications should take.

129. The time taken to approve licenses has, therefore, varied. 1In
1967, when there were strict import controls and foreign exchange shortages,
it would take an average of two months for a license to be approved. At
that time delays in processing license applications were used as a means

of controlling foreign exchange. In mid-1968, the time allowed to process
a license was shortened to one month, although in practice it took a little
longer. 1In February of this year the period allowed was further reduced

to ten days. The administrative reforms of INCOMEX have contributed to

the more rapid processing of license applications, although it is to be
expected that at times of foreign exchange shortage, delays might occur
again.

130. As mentioned above, the licensing system is administered by

the Institute of Foreign Trade. There are two types of licenses in
Colombia: the regular license and the global license. The discussion

in the paragraphs that follow will concentrate on the former which applies
to all imports in the "prior license' list. The second type of license,
the global license, is required for all projects above 100,000 pesos and
is one of the means by which the government regulates investment in the
manufacturing sector.

131. License applications go through two stages: processing and
approval. Licenses are processed at INCOMEX, where information on the
product and the importer is supplied. There are about 40 persomns engaged
in processing the applications.

132. Unlike past practice when the entire application processing was
handled from Bogota, causing undue administrative delays, the applications
are now frequently received by INCOMEX field offices, which do not send
them on to Bogota unless they are properly filled out. It is felt in the
other major cities that this new practice will contribute significantly to
the speeding up of license procedures.

i33. After the license has been processed by the INCOMEX staff, it
goes to the Council on Foreign Trade (Consejo de Comercio Exterior) for
approval. The Council is composed of representatives of the Ministries of
Development, Finance, and Agriculture, the Planning Office, I.F.I. and
INCOMEX. Each member of the Council is specialized in one industrial
field, and all applications for imports ¢f these products are handled by
this person. Once the product specialist has analyzed it, the license
application goes to the Council, which as a rule accepts the opinion of



- 41 -

the specialist. The establishment of a multi-agency Council on Foreign
Trade represents a change from past practice, when INCOMEX had the control
of licensing approvals. This brought about disagreements between the
other government agencies involved in industry and the Institute.

134. Although there are several criteria used for evaluating license
applications, in che past, the main reason for refusing to grant a license
has been that there i3 domestic productiom of the proposed import. This
makes the licensing system the major tool of protection against foreign
competition.

135. In 1969 there were 130,000 license applications, which in prac-
tice meant that the INCOMEX staff and the Council on Foreign Trace had to
analyze and approve about 500 applications per day. No matter how compe—
tent and diligent, the staff of INCOMEX thus does not have time to evaluate
the license applications thoroughly. The impact of this form of resource
allocation on the manufacturing sector has unavoidably been arbitrary.

136. The effect on the manufacturing sector of quantitative restric-
tions on imports has been three-fold. First, it has contributed to over-
capacity; second, it has been a bottleneck to increased production because
of the difficulty in importing parts and raw materials, and third, by
curtailing the import of many consumer goods it has probably contributed
to lower quality and higher prices of some domestically produced products.

137. The Colombian manufacturing sector depends heavily on imported
rawv materials and equipment. In order to be sure of having the equipment
when they want it, Colombian manufacturers tend to purchase equipment zhead
of time, when foreign exchange 18 available. This leads to premature and
excesgive investment contributing to high overhead costs and over-capacity.

138. The tendency to purchase equipment ahead of time further accen-
tuates the underutilization of capacity, stemming from a reluctance on

the part of manufacturers to engage in multishift operation, unless assured
of the regular and continued availability of raw materials, especially
imports. This issue is more fully discussed in the section on social
legislation.

139. The need to obtain a license for maintenance materials and spare
parts for machinery has also tended to curtail production. This is always

a problem, but it is particularly acute in yeara of strict quantitative
restrictions. The problem of spare parts is so severe in Colombia that it
has been estimated that much of the fifty-odd million dollars 1/ of smuggled
goods into Colombia each year is in spare parts. The smuggling of spare
parts negates the protective effect of trade barriers on these products,

and is costly in foreign exchange expenditure.

1/ This figure is an official estimate and is taken into account in
preparing the balance of payments.
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140. There has been a virtual embargo on the importation of many
consumer goods, such as clothing, leather goods, and electrical appliances.
This prohibition, by eliminating foreign competition, has retarded quality
improvements and adaptations in such fields as clothing and leather goods
which have export potential.

Global Licenses

141, As mentioned above, all projects which require imports of
capital equipment exceeding 100,000 pesos must obtain a global license
to import the necessary equipment. Global licenses are important since
they are in effect required for all new industrial projects and most
industrial expansion programs, and are granted on the basis of the merit
of the project. Global licenses are, therefore, a form of government
regulation of investment.

142, The application for the global license is in the form of a
questionnaire which contains information om the project, the market, factor
requirements, installations, investment, cost of production and other
economic indices. The Capital Goods Section of the Division of Imports

at INCOMEX is in charge of studying applications for global licemnses. The
information contained in the questionnaire is incorporated into a project
study which is submitted to the Council of Foreign Trade (see para. 133
above). The Council meets periodically to study global licenses. The
general criteria used to evaluate projects subject tc global license as
well as those subject to regular license are set out in Decree 444. The
project is evaluated primarily in terms of

"{ts contribution to the development and diversification
of exports and the favorable impact of these exports on
the balance of payments'; and

"the net savings of foreign exchange that may be obtained
from import substitution (resulting from the project)’ 1/

It is not clear, however, how these criteria are applied. At the present
time, the foreign exchange cost of the project is compared to exchange
earnings resulting from import substitution or increased exports. This
criterion assumes that local resources are costless, which is a question-
able assumption. In the future, more consideration should be given to a
comparison of the projected price of the product produced domestically
with the c.i.f. price of the equivalent imported product and of the
implicit local currency costs involved in saving foreign exchange.

1/ Decree Law 444 of 1967, Article 77.
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143. Once the project, with its corresponding imports, has been
approved, the firm is able to import all the equipment under the global
license by applying for a regular license. The regular license applica-
tions in such cases is approved with relative ease. The present system
represents an improvement over past practice because the Council is now

an intra-agency body; this gives a broader base to decision making.
Council agencies such as the Planning Office, however, have a very limited
time in which to study the projects.

144, In 1969, global licenses for over $100 million were approved,
which represents an increase of 100 percent over the previous year when
only $51 million was approved. The increase, however, does not necessarily
represent the trend in investment, since the types of projects requiring
global licenses have been broadened. Table 27 in the Appendix gives a
summary of projects receiving global licenses.

The Tariff Structure

145. The present tariff schedule of Colombia dates from 1964. Decree
3168 of December of that year set Colombia in the Brussels Tariff Nomen-
clature and realigned some of the tariffs. Decree 3168 permits changes in
the tariff rate of 30 percent in either direction. These changes have been
frequent but must be approved by the Council on Tariff Policy (Consejo de
Politica Aduanera) comprised of representatives of the Ministries of
Finance, Development, and Agriculture, a representative from INCOMES and
one repregentative from each House of Congress. The Council Secretariat

is the Tariff Division (Division de Aranceles) of the Ministry of Finance.

146. Law 25 of 1968 granted authority to the President to make any
fundamental changes in the tariff schedule which might have been needed;
the authority expired at the end of 1968. For this purpose, the President
named a Committee on Tariff Reform (Comite de Reforma Arancelaria). The
proposals of the Committee involved mostly the realignment of some items
to eliminate major inconsistencies in the tariff schedule. The changes,
however, did not significantly alter the level of nominal protectionm,
although they probably moderately raised the level of effective protection
on some finished products.

147. On the average, tariffs are lowest for capital goods and inter-
mediate products not available domestically and highest for consumer goods.
A frequency distribution of the 3,000 odd manufactured goods in the tariff
schedule by tariff rate groups is given in Appendix Table 21. Table V-4
below aggregates these into six tariff rate groups (0-15, 16-30, 31-45,
46-60, 61-100 and over 100) and shows the distribution of frequencies by
industrial subgroups. Over 50 percent of tariff frequencies in the non-
durable consumer goods category fall in the 61 percent and over range, and
over 60 percent of the durable consumer goods fall in the 31 to 60 percent
range. The bulk of the frequencies in intermediate goods fall in the 16
to 45 percent range, while 64 percent of the frequencies in capital goods
fall in the 0 to 30 percent range.
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Table V-4: PERCENT DISTRIBUTION OF TARIFF FREQUENCIES

Average Tariff Range

Nominal 15 and Over

Tariff* under 16-30 31-45 46-60 61-100 100 Total
(%) (%) x @& & ) (%) (%}

Non-durable consumer

goods 108.4 6.3 9.1 14.5 17.0 21.9 31.2 100.0
Durable consumer

goods 107.9 1.2 9.9 22.2 38.3 19.9 18.5 100.0
Intermediate goods 46 .4 7.1 28.8 25.9 18.0 1l4.1 6.1 100.0
Capital goods 30.5 26.5 37.5 16.6 9.0 8.5 1.9 100.0

Total 73.1 11.0 26.6 21.6 15.9 14.2 10.7 100.0

*Arithmetic average.
Source: Appendix Tables 21 and 26.

148. Thus, if quantitative restrictions had not operated, tariffs

high enough to preclude competition from imports in clothing, leather goods,
and in some appliances apply. As far as luxury consumer goods such as
automobiles are concerned, these tariffs in fact constitute a luxury tax
levied on consumption. 1In this connection the Musgrave Commission Report
points out that:

"Indirect taxes need be coordinated with the structure of
custom duties. The main objective is to separate the
function of luxury taxation from that of protection. In-
direct taxes are to be used to tax luxury consumption,
independent of whether an article is produced at home or
imported; and customs policy is to be used to grant pro-
tection where import substitution is to be encouraged,
independent of whether the product is purchased ~y high
or low income consumers. Thereby high tariffs resulting
in unintended protection for import substitution in luxury
products are avoided, and the efficiency of resource
allocation is improved." 1/

Prior Deposits

149, An advance deposit in pesos equivalent to a specific percentage
of the f.o.b. value of imports must be paid by the importer prior to sub-
mitting application for an import registration and, in most cases, an
import license. Some types of Government bonds may be used for the deposit.
The certificate of deposit may not be used as collateral nor for any
similar purpoese by the depositor.

1/ Musgrave Report, paragraph 8.3.
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150. Prior deposits are ncﬁ required on all imports except for
selected imports such as imports of capital goods by official entities
and some ''basic industries'. Imports from countries in the Latin

American Free Trade Association and imports under some of the export
promotion programs can also be exempted.

151. Imports usually fall, according to their tariff classificationm,
into one of five prior deposit lists: 1, 10, 30, 70 and 130 percent,
depending on the essentiality of the product and the extent of local
production. Authorization may be obtained in some cases for reduction

to a uniform rate of 5 percent for individual or groups of capital goods
valued at over 100,000 pesos. The prior deposit is never returned before
the imports arrive, and are usually held for a period of 6 months. An
estimate of the average cost of prior deposits is shown in Table V-5 below.
Prior deposits have been used more for purposes of tightening credit than
. for purposes of protection, but of course they also have a protectionist
effect. Their impact on the manufacturing sector has been to further
tighten the availability of working capital.

Table V-5: IMPLICIT COST OF PRIOR DEPOSITS

(as a percent of value of imports)

Yearly

average
Year Ad Valorem
1956 5.1
1957 6.4
1958 8.2
1959 7.9
1960 9.1
1961 9.4
1962 8.5
1963 19.6
1964 10.9
1965 18.6
1966 11.3
1967 7.2

Note: This represents the imputed opportunity cost resulting from funds
being tied up between the time of deposit and repayment. The
opportunity cost estimate is based on the rate of interest paid on
a selected number of issues in the Bogota Stock Exchange during
a period of six months, the length of time usually required for
remittance of the prior deposit. This sum is then taken as a
percentage of the c.i.f. value of imports.

Source: Alberto Musalem, Demanda por Dinero y Balanza de Pagos; La

Experiencia de Colomwbia, 1950-1967, unpublished document, 1969.
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EXPORT PROMOTION

152, The Colombian Government began a policy of export promotion in
the early sixties when a highly regressive export tax was removed, tax
incentives were granted to exporters and an lmport-export scheme weas
introduced. However, the export promotion policies as presently in oper-
ation were introduced in 1967 under Decree 444. The government has a four-
fold policy for export promotiom: £first, a subsidy is granted on exports;
second, two variants of a drawback-~type system are available to the
exporter; third, the government has established an export marketing board;
and fourth, export financing guaranteed by the Bank of the Republic 1is
available to the exporters.

Tax Benefits

153. Tax credit certificates (Certificados de Abono Tributario-CAT)
are issued to exporters when they surrender foreign exchange accruing
from an export in an amount equivalent to 15 percent of the total value
of the export. The certificates are granted for all exports other than
coffee, petroleum and raw cattle hides. Certificados de Abono Tributario
can be redeemed for cash a year after issue. CATs are negotiable and

are traded freely at the Bogota Stock Exchange, although at a discount

of their face value. Hence, in January 1970, CATs with cash redemptions
daced February 1970 were being sold at 98.50 percent of thelr nominail
value while thoge with a cash redemption date of January 1971 were sold
at 81.96 percent of their face value. CATs, moreover, are not subject

to tax and are accepted at parity for payment of sales and income taxes
within a year of the date of issue. The present 15 percent rate is subject
to annual adjustments depending on the competitive position of Colombian
exports in foreign markets.

154, Certificados de Abono Tributario, which were introduced under
Decree 444, supersede the system enacted in the early 1960s under which
exporting firms could deduct income from exports —- which for this purpose
was presumed to represent 40 percent of sales abroad -~ from the taxabla
income accruing from their total operations., The tax exemption incentive
was, undoubtedly, largely responsible for the increase of industrial
exports in the mid-1960s.

155, The system enacted in the early 1960s favored large producers in
that large-scale enterprises exported (sometimes at a loss) in order to
minimize taxable profits on domestic sales. Producers with limlted szles
were not encouraged to export. CATs are more broadly applicable and have
led to increased diversification of manufactured exports; the benefits

can reach a greater number of exporters, including those operating on a
small scale, and therefore contribute to increase capacity utilization

in smaller plants. Moreover, the possibilicy of an annual review and
adjustment of the refund percentage gives the system flexibility.
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Drawbacks and Similar Arrangements

156. Drawbacks (refunds of duties paid) and temporary admission sys-
tems (conditional or total exemption from payment of dutiles) were already

in force under Colombian law before the new foreign trade statute (Decree
444) was passed. Drawbacks authorizing the refund of 85 percent of the
customs duties paid date back to 1931 (Act No. 79, Article 23%). This
drawback system was never implemented. Under Decree 444 a new system of
drawbacks was introduced; this newer version has not yet been made opera-
tional. At the present time, there are two types of import-export schemes
in operation in Colombia: The Plan Vallejo and the Modified Plan Vallejo -~
both of which are temporary admission systems.

157. The Plan Vallejo, which was first introduced in 1959, provides
that a manufacturer can import all the inputs needed for the production

of exportable goods, free of tariffs and prior deposits and exempted

from licensing requirements. Under a contract between the exporter and
the government, the exporter provides assurance that he has obtained
foreign financing for his imports, enters intc an export guarantee, agrees
to use special accounting and to submit regular reports to the government
on the fulfillment of his contract.

158. Plan Vallejo has numerous advantages for the manufacturer. First,
the lmporter does not have to obtain an import license for his imports.
Second, the manufacturer can import any inputs that he may need -- even if
these goods are on the prohibited list; third, the scheme reduces the cost
of imports by releasing funds which would be tied up in prior deposits or
used to pay import duties.

159, The program, however, has difficulties. First, the system
assiats mostly those who already have established markets, since it is
difficult for a manufacturer who is new in the export field to obtain

an export contract. Second, the exporter's contract which the manufacturer
has to enter into with the government is very complicated. The complexity
of the system makes it unavailable to small and medium industrialists

who would have difficulty in handling all the requirements of the present
contract. This is confirmed by the fact that of the 225 Plan Vallejo
contracts that were valid in mid-March 1970, 51 percent were made by 12
large companies and another 34 percent by 83 companies. Third, in the
past, a Plan Vallejo contract was difficult to obtain quickly because of
government delays in processing the applications. In June 1969, however,
both the legal requirements and the administrative procedures were greatly
simplified. Before mid-1969, a contract had to be approved both by INCOMEX
and the Ministry of Development; presently, the approval of INCOMEX alone
is sufficient. While a more simple contract could be designed for smaller
producers, it would seem that the difficulties of administering such a
program would nullify any benefits derived from it. It may be more prac-
tical to further simplify the exporters' contracts for all manufacturers.

160. The second temporary scheme is what could be called the Modified
Plan Vallejo - known to the Colombians as '"Plan Vallejo Junior'. The
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Modified Plan Vallejo offers the same benefits as the Plan Vallejo, but
these benefits are available only to a manufacturer who exports for a
second or subsequent time. In other words, the industrialist must have
exported at least once before he can apply for the benefits of the Plan.

As with the old Plan Vallejo, the disadvantage of this program is that 1t
does not encourage new firms to enter the export market. Its advantage

is that it eliminates much of the administrative requirements involved

in the exporters' contracts under the original Plan Vallejo. The more
limited administrative requirements will probably encourage small producers
to use the Modified Plan Vallejo.

161. As mentioned above, the drawback system introduced under Decree
444 has not been put into operation. This system consists of a partial
return of custom duties. The extent to which custom duties can be returned
depends on the value added of the products exported.

162. 0f the systems discussed so far, only Plan Vallejo has been

widely used; substantial amounts of manufactured goods have been exported
under this program. Exports - most of which are manufactured - and imports
under Plan Vallejo are summarized in Table V-6 below. It is significant

that while exports have increased rapidly in the past four years, imports
have remained quite stable, indicating a declining import content of exports.

Table V-6: TRADE UNDER PLAN VALLEJO - REGISTRATIONS
(thousands of U.S. dollars)

Imports excluding

Imports Imports Other machinery as a
Year Exports Total Machinery Imports percent of exports
1965 26,147 9,829 875 8,954 34,2
1966 45,906 12,055 1,648 10,407 22.7
1967 40,786 17,012 1,514 15,498 38.0
1968 51,954 /1 17,742 4,163 13,579 26.1
1969 61,478 /1 13,653 1,281 12,282 20.0

/1 Includes some banana exports.
Source: Jose Teigeiro, Promotion of Non-Traditional Exports in Colombia,
unpublished document, 1970.

Export Promotion Fund

163. The Export Promotion Fund (Fondo de Promocion de Exportaciones -
PROEXPO) was created in 1967 as a coordinating agency to promote exports.
It makes studies on the export potential of selected products, grants
technical advice to exporters, interests manufacturers in the possibilities
of exporting, is able to finance expenses of storing exportable items,
discounts export credits, serves as intermediary to export credits granted
by international organizations, and undertakes promotional activities
abroad. At the present time the Export Promotion Fund has a staff of

about 140 in Bogota and 10 missions abroad.
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164. One of the major roles of the Export Promotion Fund has been to
finance activities related to export. As of December 1968, about 231
million pesos had been lent for these purposes. The terms of such loans
are summarized in Table V-7 below.

Export Credits

165. The most important system of export financing available in
Colombia is the so-called "advance exchange surrender', (reintegros
anticipados). This gystem operates as 1f it were in advance against

the surrender of foreign exchange: the Banco de la Republica authorizes
a commercial bank to lend the exporter a given amount of national currency
with the export as the collateral. The loan is repaid with the nesos
accruing from the export. The commercial banks can issue loans for a
period of 180 days which may be extended up to one year, at a rate of
interest of about 9 percent per annum, which is considerably below the
average rate in Colombia. Up to 80 percent value of the export can be
financed on these terms. If the exporter wishes to cover the total value
of the export, the usual interest rate of 14 percent is payable on the
remaining 20 percent. This scheme is available for all exports.

166. The advance exchange surrender system has been avallable for
some time, although it has only recently become widely used. While ex-
change surrendered on account of non-traditional exports was equivalent

to about 35 percent of these exports in 1966, it rose to 57 percent in
1967 and was 56 percent in 1968. It is believed that the reason why

the export credit scheme was not more widely used in the past was the
manufacturers' lack of awareness of its availability and usefulness. The
increased use of this financing scheme also reflects the current shortage
of working capital for the manufacturing sector. The interest rate is
lower than the average rate for short-term loans and considerably lower
than the 'street" rate. More importantly, the system provides the exporter
with credit when he needs it. Given that the manufacturers are frequently
unable to obtain short-term credit, the ''advance exchange surrender' con-
tributes to the availability of working capital.

THE ANDEAN COMMON MARKET

167. Colombia has been instrumental in the creation of the Andean
Common Market, a regional grouping within the Latin American Free Trade
Assoclation including Chile, Colombia, Ecuador, Peru and Bolivia. The
Treaty of Cartagena, creating the Andean Common Market, was signed in
May 1969. Venezuela has not signed the Treaty yet but participated in
the negotiations.

168. The final version of the Treaty of Cartagena establishes a rapid
integration pace, provided that the numerous escape clauses are used with
moderation. Freedom for most intra-Andean trade is scheduled for no later
than the end of 1980; all barriers to trade, excluding exchange controls
and import licensing restrictions should also be eliminated by then. Trade
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Table V-7

TERMS OF PROE{PO FINANCING OF PRODUCTION OF EXPORTS AND PROMOTIONAL ACTIVITIES

Ma.ximum
Maxdmum percentage Interest
ose Term of financing rate - %
1. New Markets
Increased exports and diversifi- S years 100 3-5
cation
Pramotion and advertisement
i. Travel 6 months 50 10-12
ii. Expositions, fairs, adv. 2 years 80 6-12
iii. Samples 1 year 100 6-8
2. Working Capital
According
Financing for national or to sales 80 10-1L
imported inputs contracts
Storage
i. Abroad 6 months
' extendible 15 7-12
ii. Local 3 months 75 7-12
Loans with CAT guarantee 1 year 100 8
3. Other
Discounts
i. Capital goods exports
and similars 5 years 100 7
ii. All others 2 years 100 6-12
Advance on letters of credit 6 months 100 6-8
Financing of bilateral trade
operations 1 year 80 12

Source: José Teigeiro, Pramotion of Non traditional Exports in Colombia,
unpublished documsnt, 1970.
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in goods included under sectoral complementation agreements (which usually
involve new industries like petrochemicals) will be freed according to the
pace specified in such agreements. Trade in goods not produced in any

of the Andean Five should be freed totally by February 1971. Duties on
the intra-Andean trade commodities other than those alrsady negotiated
under LAFTA will be reduced automatically every year. By the end of 1970
duties in the five countries will be brought down for each product, to

the lowest duty found in Colombia, Chile or Peru. Annual ten percent

cuts from that duty will start at the end of 1971, so that by the end of
1980 the duties for Andean trade would have been eliminated. Contrary

to the LAFTA procedures, therefore, trade liberalization in the Andean
Group could be automatic and across-the-board.

169. The pace of trade liberalization within the Andean Group will,
of course, depend on the use which is made of the escape clauses in the
Treaty. Each country can present "lists of exceptions''. This escape

clause 1s least generous for Chile and Colombia. Moreover, Bolivia and
Ecuador, which are potential markets for Colombian manufactures, will not
have to start cutting tariffs by ten percent until the end of 1976, thus
postponing complete duty elimination until the end of 1985.

170. Unlike the LAFTA countries, the resource base of the Andean Five
is basically non-competitive. which could facilitate the operation of the
Common Market. If trade liberalization in the Andean countries does take
place, Colombia could derive considerable gains. Colombia needs the metals
of the other Andean countries (copper, lead, iron ore, and tin) for the
development of its industrial sector. Colombia, moreover, is an efficient
producer of many consumer non-durables and intermediates, which have a
market in the Andean Group, particularly in Peru, Ecuador, and Bolivia.

The considerable border trade in products like textiles, cattle and leather
products confirms this argument (see Appendix Table 25 for a breakdown of
Colombian manufactured exports to the Andean and LAFTA countries).

POLICY ALTERNATIVES

171. Any measures that are taken to improve the protection and export
promotion systems will have a limited impact if they are not implemented
in conjunction with monetary, fiscal, labor and other necessary policy
changes. What is needed in Colombia is the coordination at a high level
of all policies affecting the industrial sector.

172. Fortunately, the expanded foreign exchange availability resulting
from the coffee boom provides a good and timely opportunity for a fundamen-
tal and lasting modification of the protective system. At the core of

any reform of the protective system is the coordination of the quantitative
restriction system with the tariff schedule. A major effort should be
undertaken to gradually diminish the items on the prohibited list and to
modify the tariff structure so as to make it the principal mechanism of
protection.
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173. Implicit in the liberalization of the quantitative restrictions
system 1s a restructuring of the tariff schedule to make it the main
instrument of import regulation in place of quantitative restrictions by
legislative or administrative fiat. The Mission suggests that a detailed
study of the tariff structure of Colombia is necessary. On the basis of
its limited investigation, the Mission would argued that tariffs on some
raw materials and luxury consumer goods should be lowered. However, for
some products, tariffs may have to be raised.

174. Lowering the tariff on raw materials such as non-ferrous metals
would raise the effective protection of finished products. Lowering the
tariff on luxury goods will eliminate the luxury tax element of the tariff.
The Mission is, in general, in agreement with the Musgrave Commission

that from the standpoint of resource allocation it would be more satis-
factory to have a luxury tax on all luxury consumer goods, domestic and
imported, since the prohibitive tariffs on luxury items are encouraging
inefficient domestic production of such goods. This may be a difficult
measure to implement. .

175. Phasing out the licensing system is not an easy task but the
following steps could be taken to orient the protective system in that
direction. First, increase the limit of spare parts for machinery which
can be imported without a license. Second, use the concessions on the
import of raw materials which Colombia will probably grant to the Andean
Group as the first step towards the elimination of licensing of raw
materials imports. The liberalization of spare parts and raw materials
would make the task of the licensing board a more manageable one. Third,
ease the licensing requirements for domestic producers with good price
performance. Agreements between the good performance producers and
INCOMEX would contribute to liberalizing imports and grart an incentive
to efficlient producers. (See the section on Durable Consumer Goods in
Chapter VI below). Fourth, to allow some imports of consumer goods which
have been prohibited in order to stimulate domestic producers, to raise
the quality of domestic production and possibly lower prices. This
should be done on a selective basis. Specific recommendations regarding
the liberalization of selected imports are given in Chapter VI, where
individual industries are discussed.

176. Equipment should be kept under license to avoid wasteful and
misdirected investment on the part of the manufacturing sector. If the
licensing system is to continue to serve for purposes of resource alloca-
tion, it would be nelpful to increase the staff of INCOMEX, but it would
be equally important to revise the implicit criteria now used in license
evaluation, which favor self-sufficiency irrespective of cost. This
applies to the processing of regular licenses, but it is particularly
important fcr the processing of global licenses.

177. As a last step towards a better protective structure, the
Colombian government should cousider the gradual phasing out of prior
deposits and seek more direct means of restricting credit.
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178. The export promotion policies of Colombia have been very effective,
The Mission recommends the maintenance of the CAT incentive. The admins-
trative and legal requirements of Plan Vallejo should be further simplified
so that the smaller exporters have easier access to it. The drawback sys-
tem could also be of assistance to small exporters.

179. Colombian manufacturers are in great need of marketing assistance
and organization in order to increase their exports. The Export Promotion
Fund, 1f expanded, could assist in this marketing effort, and could be
particularly useful in organizaing smaller producers.

180. Given the advances made in the export field, this might be an
opportune time to mount a more specific drive in addition to the general
export promotion campaign now in progress. Three or four lines of
industrial products in which Colombia has a comparative advantage could
be promoted. PROEXPO could have a team of experts in these products. As
examples, the possible export sale of cooked meat, wood products, and
ready-made men's clothing could be explored in various markets and pros-
pective producers could be encouraged to sustain the continued export of
these products.
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Table V-8: MANUFACTURES ON THE FREE LIST
INTERMEDIATE GOODS

Paper:
Newsprint imported by newspapers, cigarette paper

Glass:
Glass products for laboratory use

Chemicalg:
a) D.D.T.
b) alcohols: propilic, acyclic, methancl
c) s8selected basis chemicals
d) explosives and some related products

Bagic metals: i
Perro-alloys: ferro manganese, ferro silico-manganese, terrochromiun

Steel : a. stainless steel products -~ semi-finished and finished
b. hot rolled steel hoops
c. seamless tubes, nails

d. mails
Gopper 1 wire
Aluminum : unwrought aliminum alloys and aluminum waste
Lead : unwrought and unwrought lead alloys
Zinc ¢ unwrought
Tin : wrought

Metal manufactures:
Interchangeable tools for handtcols and machire tools

CAPITAL GGODS

Mechanical machinery:
a) 1nternal combustion engines for aircraft, boats and motor vehicles
b) 1intermal combustion engines parts used in planes and boats
c¢) machinery for public works
d) transmission shafts for internal combustion engines
e) some harvesting machinery such as hay and grass mowers
f) agricultural tractors

Electrical machinery:

generators (5 to 100 Kw)

motors, three phased of more than 100 Hp.
microphones

carbon electrodes for electrical purposes

Transgort:

sea-going vessels of over 10,000 toms
work trucks for handling goods

OTHER

various scientific and medical equipment
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Table V-9: SELECTED MANUFACTURES ON THE PROHIBITED LIST

NON-DURABLE CONSUMER GOODS

Food
most mill industry produces, most fixed vegetable oils, meat
preparationg, fish preparations, most cereal, vegetable and
fruit preparations

Beverages
all non-alcoholic beverages, beer, vinegar

Clothing
all items of clothing

Footwear
all footwear

Textiles
most textile manufactures other than clothing
DURABLE CONSUMER GOODS

Ceramic manufactures
ceramic manufactures for household use

Rubber manufactures
consumer goods of vulcanized rubber

INTERMEDIATE GOODS

Leather
leather and most leather products

Wood
wood and most wood products except wooden tools
all straw products

Paper
printing paper

paperboard for construction industry
all types of writing paper, notebooks, etc.
many articles made of paperboard, cardboard

Textiles :
wool yarn and textiles
cotton, yarn and textiles
synthetic fiber yarn and textile, exluding plyester acrylic,
rayon and acetate
jute, paper and other vegetable textiles

Non-Ferrous and Non-Metallic Mineral Manufactures
selected non-industrial products made. of non-ferrous metals
and of non-metallic minerals

Chemicals
fats and oils: dehyrated, hydrogenated, oxidized and boilled
inks for retail sale
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CHAPTER V1

THE STRUCTURE AND COMPETITIVE POSITION OF COLOMBIAN MANUFACTURING

PURPOSES
181. This chapter has several main purposes:

(a) to describe the development of the current structure of the
Colombian manufacturing sector, both overall and its main
branches;

(b) to anpraise its competitiveness, branch by branch -- given
the limited time and data available for this purpose; and

(c) to suggest areas of potential improvement and means for
achieving such improvement.

After a brief discussion of the sector as a whole and a comparison of Brazil
and Colombia, specific industrial branches are discussed and analyzed.

182. In each important branch, trends of output, employment and re-
sultant productivity are discussed. Trends in the ratios of wages to value
added are also commented on, because a rising ratio would appear to in-
dicate reducing profit margins and vice versa, other things being equal.
Where profits data are available these are cited to test that hypothesis.
Unusual inventory or investment trends in particular years are commented
upon to throw light on their behavior under import, foreign exchange

and credit controls. Branches of industry where output is growing more
rapidly than the average can be expected to account for a larger share of
total manufacturing investment than of sales. Specific information col-
lected in interviews or from other sources 1s cited to develop or strengthen
a diagnosis.

OVERALL STRUCTURE

183. The growth of Colombian manufacturing, at an ave.ige rate of be-
tween 6 ~ 7 percent per annum for l4 years between 1953 and 1967, has re-
sulted in a gradual shift of emphasis from production of non-durable con-
sumer goods to production of intermediate products and to a lesser degree
of capital goods and consumer durables. Not only did production of inter-
mediates rise by about 10 percent per annum in this period but this group
was mainly responsible for the growth in the exports of manufactures (see
Chapter VI, paras 220-24).

184, An equally rapid rate of output growth in consumer durables and
an even higher growth rate in capital goods was far less significant since
the absolute volume of output is small and the consequences for employment
and incomes are not nearly so great. The effect of higher output in these
branches was primarily to substitute for imports rather than to enlarge ex-
port earnings. The following table summarizes the changes, by categery, in
the distribution of gross output in recent years.
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Table VI - 1: DISTRIBUTION OF GROSS VALUE OF OUTPUT
IN MANUFACTURING INDUSTRIES

(percent)

1953 1960 1967
Non-durable consumer goods 73.1 61.2 56.3
Durable consumer goods 3.9 4.9 6.1
Intermediate goods ‘ 20.8 30.1 32.2
Capital goods 1.4 2.4 3.3
Other 0.8 1.4 2.1
Total 100.0 100.0 100.0
Source: Appendix Table 2.

185. A comparison of Brazilian and Colombian industrial performance

lends perspective to the relative level of Colombian industrial develop-
ment:. 1/ The economies of both countries rely heavily on the growth and
export of coffee, and per capita income levels in the two countries are
similar. Beyond that, however, differences outweigh similarities.

186. As indicated in Table VI-2, Brazil is considerably more indus-
trialized than Colombia, and its manufacturing structure is more widely
diversified. While Colombia is still specialized in the production of
cousumer goods with its capital goods industries undeveloped, Brazil has
achieved considerable diversification into capital goods production. To
1illugstrate, gross output in textiles in Colombia is double the value of
capltal goods output, a situation which is reversed in Brazil. This partly
reflects Brazil's larger market and better resource endowment, but also a
more vigorous policy of self-gufficiency, regardless of economic costs.
The widest relative gap is in capital goods (both consumers and producers
durables), an area where internal prices appear least competitive with
imports in Brazil, This phenomenon is most visible in motor vehicles, and
probably to a lesser degree in other mechanical industries.

1/ Brazilian statistics given in Report WH 195a cannot be adjusted
to fit the analvtical classification used elsewhere in this report.
It was therefore necessary to arrange Colombian categories and data
to fit the Brazilian clagsification.
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Table VI-2: COMPARISON OF COLOMBIAN AND BRAZILIAN
INDUSTRIAL STRUCTURE

Gross output in Percent distribution
Manufacturing per capita of gross value of output
Colombia Brazil Colombia Brazil
(in US $ )
Traditional consumer
goods : 72.4 30.8 56.6 46.8
of which textiles: 15.3 17 .4 12.0 9.0
Intermediate goods 45.1 69.8 35.1 35.9
Capital goods 7.8 30.8 6.2 15.9
Other 2.7 2.9 2.1 1.4
Total 128.0 194.3 100.0 100.0
Source: Appendix Table 7.
187. Within the capital goods industries, Colombia’'s per capita

production of electrical equipment has attained a level equal to 40 per-
cent of that in Brazil as compared to 20 percent in the mechanical and
transport equipment industries.

NON-DURABLE CONSUMER GOODS

188. In 1967, gross value of output on non~durable consumer goods
was 22.7 billion pesos (1968 prices) equivalent to over US$1.3 billien
(see Appendix Table 2). Imports were small amounting to less than US$25
million in 1967. Exports were even smaller, amounting to just under US$3
million.

189. Becaugse trade is limited in these industry branches, production
is about equal to the internal market. In fact, as is illustrated in a
later chapter (Chapter VIII), production growth has been about equal to
internal market growth and will likely continue to be so constrained un-
less exports can be greatly increased.

190. The factors limiting trade in these goods are discussed in more
detail in connection with the analysis of each industrial branch, but im-
port prohibitions were a major restraining factor 1in processed foods, tex-
tiles and clothing. How much higher imports of such goods would have been
had they been subject only to tariffs rather than prohibition or other
quantitative restrictions has not been subjected to testing in recent years.

Food Industries

191. The food industry accounts for about 15 percent of the employment
in manufacturing and a slightly higher percentage of the value added. In
terms of gross value of output, it constitutes over 27 percent, because
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inputs constitute over 70 percent of output in foods as against just under
60 percent for the manufacturing sector as a whole. A very sizeable invest-
ment boom occurred in 1966 and 1967; in the latter year, the food industxv
accounted for over 20 percent of the fixed investment in manufacturing. Of
this fixed investment, the sugar refining industry accounted for about 60
percent in 1966, and 70 percent in 1967 which contrasts with a 15 percent
share in employment and about 20 percent in value added.

192. The growth rate in food processing which had lagged in the 1950s,
accelerated in the 1960s. Gross output of processed food rose less than 2
percent per annum between 1953 and 1960, while employment declined about
1/4 percent per annum. In the period 1960-1967, gross output increased

by over 5 percent per annum, while employment rose by less than 2 percent
per annum. This implies a rise in productivity in the latter period to
over 3 percent per annum in gross value of output per employee, but this-
may have been due to changes in product mix (increased production of re-
fined sugar, for example). :

193. There seems to have been no appreciable change in the ratios of
wages to value added in the 1960s. Profits in the corporate sector of the
industry rose as a percentage of invested capital in the period up to 1967,
but declined somewhat in 1968, possibly because of price controls.

Beverages

194, The beverage industry accounts for about 6 percent of the employ-~
ment in manufacturing, somewhat over 8 percent of gross output, and about

13 percent of value added. Breweries znd soft-drink plants each account

for about 40 percent of employment while wine and liquor production accounts
for the remaining 20 vercent. The proportion in terms of value of output
and value added is much higher for beer and spirits hecause of the tax
factor.

195. In contrast with the food industry, the development of the

beverage industry was more marked in the 1950s than in the 1960s. It
would appear from the limited data that the production of soft drinks
has grown somewhat more rapidly than that of beer In the past decade,

196. Fixed investment in the beverage industry as a percentage of
fixed investment in all manufacturing was highest in the period around
1959/60 when it approximated O percent, but fell sharrnly shortly there-
after to less than its 5 perc:nt share of employment. It did not rise
apain until 1967. The bevera e industry has been characterized by heavy
inventory movements, most notably 'n the period from 1964 to 1966 when
inventory accumulation was heavy, :ind in 1967 when there was a depletion
of inventories as there had been i1 1962. Profits data for the industry
cranot be readfly interpreted, as " he largest bhrewerv has extensive parti-
cipaticus in other manufacturing industries,
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Tobacco

197, This small industry employing about 1-1/2 percent of manufactur-
ing labor has been declining absolutely as well as relatively since 1953.

Textiles

198. Textiles in Colombia have been in the vanguard of industrial
development. About 17 percent of manufacturing employment in 1967 was

in textiles; but the industry accounted for a smaller percentage of gross
production and value added - 12 percent gross production and about 13 per-
cent of value added. Because textiles were already well developed, they
accounted for onlv 9 percent of the fixed investment in manufacturing in
1967 as contrasted with a peak ratio in 1957-58 of over 20 percent. In-
vestment in textiles is highly cyclical: it fell gharply in the period
1959-62, rose briefly in 1963, slumped again in 1964-66 and showed another
upturn in 1967.

199, The cyclical nature of this industry is also reflected in sharp
swings in inventories in anticipation of devaluation, notably in 1963 and
1966. The upturn in each of these years was followed by a sharp decline
in the following year.

200, Within textiles, cotton textiles are most important accounting

for 42 percent of the employment, over 53 percent of the wages and social
benefits, 41 percent of the gross output, and about 51 percent of the

value added in 1967, but only 41 percent of the new fixed investment. The
wool branch accounted for 1l percent of the employment, 10 percent of wages
and social benefits, slightly under 9 percent of value added and 7 percent
of the new fixed investment. The ''seda" industry which undoubtedly repre-
sents the synthetic fabric plants, accounted for about 14 percent of employ-
ment and wages, 13 percent of value added, and 23 percent of new fixed in-
vestment. The remainder of the industry which accounts for 33 percent of
the employment consists of knit goods (17 percent), cordage and hard fibers
(4 percent) and miscellaneous textiles (12 percent). Synthetics were clearly
the most dynamic segment from an investment standpoint and continue to be

in 1970 as evidenced by recent information from Colombian private finance
corporations.

201. Textile wage rates in Colombia appear to be relatively high. For
example, textile wages plus social benefits per paid employee were 105 per-
cent of the average per paid emplovee in all Colombian manufacturing., The
corresponding figure for Brazil is 72 percent. The average wage in
Colombian textiles was 130 percent of the Brazilian textiles wage, while

in all industries combined Colombia's wage level was only 88 percent of
Brazil's. By contrast, in most develoved countries, textile wages are
notoriously below the average for manufacturing. That this is not the

case in Colombia can be attributed to its concentration primarily within
Medellin, the first area to become industrialized, and also to strong labor
organization. There is also a tendency of large emplovers, including
textile firms, to pay social benefits beyond the legally required minimum.
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202. Wages in the industry rose as a percentage of both gross output
and value added in the 10-year period 1957-67. Wages and salaries, includ-
ing social benefits, increased from 16 percent of gross output to 21 per-
cent; wages increased from 35 percent to 46 percent of value added. Data
indicate that profits in conventional cotton textiles were somewhat de-
pressed in the period 1963-65, but have since recovered; whether the in-
creased profits are due to & rise in profit margins in cotton textiles

or because a growing proportion of output of primarily cotton textile firms
is represented by the more profitable synthetic fabrics is difficult to
determine from the limited data available. Profits have not increased
evenly throughout the sector; one of the larger textile firms outside
Medellin has not improved its profits at the same rate as other firms,

203. The textile industry has been a leading factor in the export
drive, particularly in such intermediate products as yarns and print
cloths. This was encouraged by the CAT export subsidy. The industry's
physical efficiency (particularly in cotton textiles) appears up to inter-
national standards.

204, The tariff levels seem to be sufficiently high in cotton textiles
(40 percent), synthetic textiles (50 percent) and wool textiles (100 per-
cent) to afford considerable protection. Furthermore, the structure of
tariffs provides adequate effective protection for each stage of output.
For example, duties on raw materials are raw cotton (15-25 percent), un-
carded or uncombed wool (15-17 percent) and synthetic fibers (35 percent).
Clothing and footwear, both on the prohibited list, are also subject to
tariffs of 200 percent or more. As indicated earlier, prohibitions and
other quantitative restrictions have prevented a test of tariff adequacy.

205. Excessive import restrictions are retarding rather than assist-
ing the development of natural fiber textile industries which have long
since passed the infant stage. Restrictions have created excessive margins
for producers, some of which have been translated into excessive distribu-
tion costs or profits and some of which have been shared with textile work-
ersg, whose wages, as noted above, are much higher relatively in Colombia
than elgewhere. Reduced protection in these industries would increase com-
petition, reduce margins and distribute more widely the benefits derived
from efficient production.

206, Such reduced protection could also act as a stimulus to seek fur-
ther cost economies in other branches of the textile industry (e.g. synthe-
tic fabrics) and bring some pressure to bear on producers of synthetic yarns
and fibers to reduce their prices. For example, polyester fiber is priced
in Colombia at 180 percent of its c.i.f. price (ex duty). 1/

1/ This 1is discussed in connection with synthetic fibers in the
section on Chemicals below.
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207. Finally, by reducing the relative profitability of producing for
the domestic market, it could act as a spur to promoting more exports of
textiles, particularly more finished items. Lower textile prices would
also help producers of clothing seeking to find export markets.

Clothing, Including Footwear

208. The factory sector of the clothing industry has shown a declin-
ing trend relative to manufacturing as a whole. While in 1957 clothing
accounted for about 12-1/2 percent of total manufacturing, employment had
fallen to below 11 percent in 1966 and apparently to less than 10 percent
in 1967. 1ts share in gross output and value added for all manufacturing
has dropped from about 6 percent to 4 percent in this ten year period.
This labor intensive industry is also a low wage industry, with about 60
percent female employees. '

209. The 1967 figures for the clothing industry are somewhat suspect
since they indicate that the number of establishments had declined sub-
stantially (from 2,126 to 1,780) and that employment had fallen by over
10 percent in the same year. Since this is an industry in which small
establighments predominate and there is much handicraft (dress making,
custom shoes, etc.) the apparent decline in factory employment may have
been partly offset by a rise in handicraft although this cannot be con-~
firmed. 1/ The available data would seem to indicate that the share of
wages in value added had dropped. For example, in the 1957-58 peried,
vages represented 43-44 percent of value added but declined to lesa than
40 percent in 1966 and 1967, pointing to higher profit margins.

210. In the manufacture of shoes there are apparently only a few large
companies. These produce less than half of the men's shoes and probably

no more than 10 percent of all the women's shoes produced in the country.
The great bulk of shoes are produced in handicraft establishments, not
covered in the census.

211. It is the opinion of some observers in Colombia, and a view shared
by the Mission, that with appropriate organizational changes and a more
intensive educational effort, both the clothing and foot.2z2ar industries
could make a substantial contribution to Colombia's export earmings. How-
ever, the factors militating againat changes are:

(a) the high profitability of the plants now catering to the
- assured domestic market as against uncertainties of export
earnings;

(b) a reluctance to make changes in product design and techniques
necessary to gain consumer acceptance in foreign markets,
and a probable reluctance in many larger establishments to
delegate responsibility to subordinates outgside the immediate
family; and

1/ See also Appendix 1 on Colombian Statistics.
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(¢) uncertainty of cooperation from suppliers, (such as textiles
or leather producers) in the form of lower prices or better
qualities to meet foreign market requirements.

Printing and Publishing

212, The printing and publishing industry experienced a steady growth
during the whole period 1953-67, accelerating slightly in the latter half
of the period. This industry, which accounts for about 4 percent of manu-
facturing employment is characterized by 17 large establishments which ac-
count for 48 percent of the employment and 65 percent of the value added,
and over 400 smaller establishments. Value added represents about 3 per-
cent of the manufacturing sector total, which indicates the labor inten-
sive nature of this industry. Fixed investment in the industry grew
steadily until 1965 but has slowed somewhat since.

213, This industry has been characterized by relatively heavy accumu-
lation of inventories, particularly in 1960-63. This was followed by a
running down of inventories in 1964. Inventory accumulation again became
prominent in 1966 and 1967.

Pharmaceuticals

214, Pharmaceuticals, which accounted for 6 percent of the gross out-
put in manufactures, has contributed over 7-1/2 percent of the value added
in 1967. Average earnings in the industry are relatively high (over 18,000
current pesos per man year in 1967), probably because it employs a large
proportion of professional persomnel, but also because it is highly capital
intensive. For example, wages, salaries and social benefits constituted
only 27 percent of value added as compared to 40 percent or more in textiles,
clothing and printing and publishing. Profits data in this industry were
not available, but may be presumed high.

215. The growth rate of the pharmaceutical industry has been very rapid.
Gross output rose by 12 percent per annum in the period 1953-67, with no
great variation as between the two halves of the period. Imports as a per-
centage of the domestic market have declined from almost 25 percent in 1953
to lees than 10 percent in 1967, indicating a major import saving effort,
even though actual imports in 1967 of US$17.6 million were. about US$1l mil-
lion higher than in 1953. Had imports constituted the same share of the
market in 1967 as in 1953, imports would have exceeded US$40 million. Ex-
ports grew from US$0.2 million in 1953 to US$2.4 million in 1967,

216. While no reliable data were collected to make possible a judgment
on how competitive the industry is in relation to imports, the general
impresgion gathered was that retail prices were reasonable by comparison
with those in the developed countries.
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INTERMEDIATE GOODS

217, In 1967 the gross value of output of industries producing inter-
mediate goods was about 13 billion pesos (1968 prices) equivalent to US$770
million. As indicated in Chapter II, it was the growth of ocutput in these
industries which sparked the growth of Colombian manufacturing in the per-
iod 1953-60 and also, to a lesser degree, in the 1960-67 period. 1/ The
annual rate of output growth of 9.8 percent in the entire fourteen—year
period, averaged approximately 13 percent in the first half and 7 percent
in the second half.

218. Imports fell slightly between 1953 and 1960 despite a 60 percent
growth in the domestic demand because of massive import substitution in tex-
tiles, refined petroleum products and basic metals and metal products. The
new Cartagena refinery helped achieve the savings in petroleum products

and the Paz del Rio steel plant produced substitutes for imported steel.

219. There was a further fall in intermediate imports between 1960
and 1967, primarily in refined petroleum, basic metals and metal products
and also in paper and paper products. In both periods, the absolute value
of imports of chemicals (other thamn pharmaceuticals) rose, but by far less
than would have been the case had imports supplied the same share of the
market as in earlier years. Table VI-3 below compares actual imports of
intermediates in 1960 with the amounts which would have been imported had
imports constituted the same share of the internal market as in 1953, A
similar comparison for 1967 as against 1960 is then made in Table VI-4,

220. Intermediate exports have been a major factor in the development
of manufactured exports (see Appendix Table 24). Exports of manufactures
amounted to only $4.5 milliom in 1953 of which intermediates accounted for
$3.6 million or 79 percent. Exports of intermediates rose to US$11.3
million by 1960 and to US$45.9 million in 1967; in both years they accounted
for over 80 percent of manufactured goods exports. The trend continued in
1968, when exports of intermediates rose to US$57.1 million.

221. Exports of intermediates have constituted a rising share of
domestic ocutput of these products as indicated in Table VI-5 below:

1/  For statistical purposes, the ocutput in textiles was divided equally
between consumer non-durables and intermediates. The exports of tex-
tiles are almost entirely intermediate goods, cotton yarns and print-
cloth. The textile industry was discussed above in the section on
nondurable consumer goods.



Table VI - 3

1953 1960 Import Saving
I Actual Hypothetical Over '53 % of Hypothetical
Market Imports Imports Market Imports Imports # Amount Imports
Textiles 89.7 26.9 30 115.5 S O~ 34.6 30.Y4 88
Viood Products 10.4 1.3 12 18.2 1.5 2.2 0.7 n
Paper & Products 24.7 15.9 6l 53.3 25.1 3h.1 9.0 26
Leather 22.1 0.9 b 2 .h 0.2 1.0 0.8 80
Chemicals L7.0 36.1 77 97.8 6l .2 75.3 11.1 15
Petroleun &
Coal Products 55.1 31.5 57 80.7 1.1 L6.0 31.9 69
. 1
Non-metallic O
Mineral Prods. L2.2 4.9 12 66.0 7.4 7.9 0.5 3 ‘:‘
Rasic Metals 57.6 51.0 88 123.5 L7.4 108.7 61.3 56
Metal Products sh.7 32.0 59 74.8 20.7 Ll .1 23.4 53
Total ,03.8 200.5 50 654.1 184.6 353.9 169.3 L8

Source: Appendix Tables 9 and 23.



Table VI - L

Comparison of Actual and Hypothetical Imports in 1967

1960 1967
Import Saving
4 Actual Hypothetical Over '60 ¢ of Hypothe-
Harket Imnorts Imoorts Market Imports Imports % Amount  tical Imports
Taxtiles 115.5 L.2 L 141.1 6.2 5.6 - 0.6 neg.
Wood Products 18.2 1.5 8 18.1 0.2 1. 1.2 85
Paper & Products 53.5 25.1 L7 85.8 22.2 L0.3 18.1 L5
Leather 240 0.2 1 2L, 0 0.2 0.2 100
Chemicals 97.8 64.2 66 196.5 71.8 129.8 58.0 L5
Petroleum & :,\
Coal Products 80.7 1h4.1 17 84.0 7.1 14.3 7.2 50 o
]
Non-metallic
Mineral Prods. 66.0 7.4 11 93.8 3.4 10.3 6.9 67
Basic metals 123.5 L7.4 38 137.1 43.3 52.1 8.8 17
Metal Froducts 7h .8 20.7 28 102.7 10.8 28.8 18.0 62
Total 65l .1 184.6 28 883.7 165.0 252.8 117.8 L1

Source: Appendix Tables 9 and 23
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Table VI-5: EXPORT ORIENTATION OF OUTPUT OF INTERMEDIATE PRODUCTS

Exports Exports as percent of

(Million $) Domestic production

1953 1960 1967 1953 1960 1967

Textiles 0.7 0.3 7.1 1 /b 5

Wood & products 0.1 /a 3.3 1 /b 15

Paper & products /a /a 8.6 /b /b 12

Leather & products 1.8 0. 2.4 8 3 9
Chemicals other than

pharmaceuticals /a 0.3 2.9 /b 1 2

Petroleum & coal products 0.3 7.8 13.5 1 10 15
Non-metallic mineral

products 0.6 2.0 5.7 2 3 6

Basic metals /a /a 0.7 /b /b 1

Metal products /a 0.2 1.8 /b /b 2

Total 3.6 11.3 45.9 0.2 2.3 6.0

/a less than US$50,000.
/b less than half of 1 percent.
Source: Appendix Tables 9 and 24.

222, In wood products and petroleum products, exports have risen from

a 1 percent share of output in 1953, to 15 percent by 1967. In paper products,
where exports were negligible, they have risen to represent 12 percent of
output.

223, Textile intermediates have risen from a 1 percent ghare to a 5
percent share of estimated output. In non-metallic mineral manufactures,
cement and glass have been mainly responsible for a rise in exports which
increased to 6 percent of output by 1967 from 2 percent in 1953. Chemicals
and metals have participated to a limited degree. Even the leather indus-
try, which has had lictle growth, has more than maintained its exports re-
lative to domestic output.

224, The main factors in this growth of exports have been the stimulus
afforded by the CAT subsidy (see Chapter V) to industries which had long
had some surplus capacity, such as cotton yarn and print cloth mills. 1In
other industries where capacity was being expanded (paper, petroleum re-
fining and cement), the staging of expansions was such as to create tempo-
rary capacity surpluses, available for export. Rarely were such expansions
primarily export-oriented, rather they were mainly intended to meet ex-
pected expansion of the internal market. However, the managements seized
the opportunity to use such temporary surpluses of output over internal
demand to export either main products (cement) or co-products (for example,
residual fuel o01l). Some few industries like glass and paper developed
export markets in an imaginative fashion. Colombia's salt resources on the
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north coast should enable it to enlarge its exports of heavy chemicals
(soda ash and caustic soda) and probably basic salt as well.

Wood Products {(Except Furniture)

225. This industrial sub-sector comprises establishments producing
semi~-finished products (sawn wood, planed wood, and wood-based panels)

and finished products (doors, window-frames, packaging crates and others).
The most important products are sawn wood including planed wood and ply-
wood .

226. Available data indicate an increase of over 9 percent per annum
in gross output of this industry between 1953 and 1960. The rate of growth
then dropped to about 3 percent per annum in 1960-67 period. This indus-
try accounts for about 2 percent of factory employment, but only about 1
percent of gross output and value added.

227. Average wages are about 40 percent lower in wood processing than
the average wage in manufacturing. The average size of enterprises in wood
processing (about 14 paid employees/enterprise) is about 45 percent smaller
than the average number of paid employees per enterprise in total manufac-
turing. Small-scale operation, inadequate maintenance of equipment, and
relativelv limited investment impeded the growth of higher quality output
and the reduction of the comparatively high waste share. This is especially
true in saw mills.

228, The latest physical data on gross output by type of product are
for 1966 and are renroduced in Annex 5 covering wood processing. Part of
the difficulty with the data lies in that it does not cover small opera-
tions.

229, Although Colombia has about 25 million hectares of natural forests
which are considered accessible for economical exploitation, logs for
processing in saw mills and plymills are frequently in short supply. The
main reasons are poor road transport facilities and low water levels in
natural rivers or channels which hamper log floating. As is indicated in
Annex 5, these difficulties can probably be reduced by cl-~ser cooperation
between the logging and the processing interests and between various wood
processing enterprises with different raw material requirements.

Pulp and Paper

230. This industry has been dynamic in Colombian industrial growth.
Over the entire period from 1953 to 1967, the annual rate of growth was
over 16 percent; it was 18 percent between 1953 and 1960, as compared to
14 percent 1in the 1960 to 1967 period. In the same periods, employment
doubled between 1953 and 1960 and then rose another 50 percent in the
1960-67 period, showing an above average growth in output per man of 7.3
percent per annum.
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231. In 1967, employment in the paper and products industry was
slightly over 6,000, or more than 2 percent of manufacturing employment.
Two large firms dominate the field, Cartones de Colombia (60 percent owned
by Countainer Corporation of America) and Promotora de Papeles-~Propal (part-
ly owned by International Paper and W.R. Grace). This industry has been
characterized by heavy new investment concentrated in particular periods,
as in 1961 when the Cali writing paper plant of Propal was inaugurated

and in 1966-1967 when it was further expanded. Prior to 1961, horsepower
per employee was about 4 but rose to 7 with the inauguration of the writ-
ing paper plant in 1961 and has since risen to about 11 in 1966 and 1967,
when the additional paper machinery came on stream. This high degree of
mechanization accounts for part of the increased output per man cited
above.,

232. Despite rapidly rising wage rates, the wage factor has been
favorable in this capital-intensive industry. Employment costs showed
only a slight rise as a percentage of value added in the decade. The
limited data available on profits indicate that this industry has been
rather remunerative. The competitive position of the industry appears
favorable since small quantities of certain paper products are exported,
aided no doubt by the CAT export subsidy.

233. Short fiber pulp for paper is locally produced but all the long
fiber pulp, representing about one-third of inputs is imported. Produc-
tion in 1968 was about 85,000 metric tons. A Colombian group is currently
considering a project to assemble and operate a forest of appropriate
local wood species and a plant to produce long fiber pulp from that forest.

234. In this industry, Colombia has reached a degree of self-guffi-
ciency in such products as writing paper, printing paper and to some degree
in wrapping paper and paper-board products, although it is still a substan-
tial importer of long fiber pulp and special grades of paper such as news-
print. There seems little reason to continue on the prohibited list such
items as printing and writing paper, which Colombia is actually exporting.
In fact, prices for writing paper are said to be below world levels so that
removal of quantitative restrictions on these products should not affect
the industry's profitability. Data are not available to indicate the de-
gree to which pulp and other paper manufactures would be affected, but it
is recommended that quantitative restrictions be removed unless it can be
demonstrated that their removal could seriously damage the industry. A
review of competitiveness would necessarily involve detailed examination

of a wide variety of products, since the competitive position of the in-
dustry probably differs from product to product.

Leather (except shoes)

235, This small industry which accounted for only about 1-1/2 percent
of total manufacturing employment in 1967, has shown the lowest rate of
output growth of any of the industries - about 1 percent per annum or less
than the rate of population growth. It is not surprising, therefore, that
employment in this industry has declined both absolutely and relatively to
manufacturing as a whole. This may partly have been due to the variable
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supply of hideg during this period. It may also be that, as in other
countries, leather is experiencing increasing competition from substitute
products such as rubber and plastics.

236. Wages per employee reflected the slow growth of the industry
since they have apparently risen less than for manufacturing as a whole
and constituted a smaller percentage of both value added and gross value
of production in 1967 than in 1957.

237. There are indications that inventory accumulations were rela-
tively substantial in 1959 and in 1963, followed by sharp declines in the
following year. These seem to have been related to inflation fears in
1963 but may also have been relatad to fluctuations in hide supplies.

238. Along with textiles, leather products have export potential,

As with clothing, there are problems of styling and organization for

mass export. Unlike cotton textiles, however, variations in leather
quality may hamper finished goods' producers in meeting foreign quality
standards. Inguiries in the shoe trade indicate that the quality of
domestic leather varies; part of the difficulty may lie in the fact that
imports of tanning materials are restricted and that the quality of

local tanning materials are frequently poor. It is recommended that the
import restrictions on tanning materials, dutiable at 35 percent, be re-
moved, since this represents a necessary prerequisite to similar treat-
ment for leather which is dutiable at 40 percent. The increase in poten-
tial, if not actual, competition for imports, which would still be subject
to adequate import tariffs, should stimulate quality improvements in both
tanning materials and leather. If such improvement materializes, the
processors of leather, inciuding shoe producers, would be able to produce
a better quality product for domestic and export markets. At a later
stage, it might also be desirable to remove handbags and footwear from
the prohibited list to stimulate improved quality and even more competi-
tive pricing.

Chemicals (except pharmaceuticals)

239. The chemical industry in Colombia produces a vrriety of products
ranging from matches, inedible oils, paints and pigments co such new pro-
ducts as synthetic fibers, fertilizers, petrochemicals and pharmaceuticals. 1/
In 1967, there were over 500 establishments employing over 23,000 persons

or over 8 percent of manufacturing employment. Over 350 establishments
employing almost 14,000 were in pharmaceuticals and soaps and related pro-
ducts. Thus, the more narrowly defined chemical industry discussed below
accounts for employment of about 10,000 persons and a gross value of output

of 2.2 billion pesos ($130 million) in 1967.

1/ Pharmaceuticals and related products like soaps, are discussed separ-
ately above under non-durable consumer gocds.
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240, Large enterprises predominate in basic chemicals. Fourteen such
establishments employ over 5,200 people, or 75 percent of the total em-~
ployment in bagic chemicals. There are about 20 additional establishments
employing 100 or more persons each in other segments of the chemical indus-
try, excluding pharmaceuticals and related products.

241. As indicated earlier, the growth of chemical production in
Colombia has been rapid, well above the average for the manufacturing
sector as a whole. It averaged 19 percent per annum in the period 1953-67.
The census data offer no enlightenment on such segments of the industry as
synthetic fibers, heavy chemicals, fertilizers or petrochemicals. Impres-
sions as to the positions of these industries were gained from field visits.
The scale of operations of the synthetic fiber industry is small, and
capacities of nylon and polyester fibers are uneconomically fragmented
between three producing firms in each case, which denies the economy the
potential benefits of larger-scale production. It is not surprising,
therefore, that domestic polyester fiber prices are at least 80 percent
above duty-free c.i.f. prices, whereas domestically produced cellulosic
filament yarns (acetate and viscose) gell in Colombia at prices within

15 percent of world price levels.

242, In fertilizers, heavy chemicals and petrochemicals, such frag-
mentation is absent and internal prices are believed more competitive with
world prices.

243, Some of the chemical plants have been designed to produce a final
product such as fertilizer from indigenous materials. Others merely pro-
duce an import substitute with a high import content, with limited net
benefit to the economy (e.g. synthetic fiber from an imported chemical in-
termediate). The latter type of production, perhaps appropriate as an
interim step, does not make use of the light o1l fractions produced in ex-
igting petroleum refineries. Consequently, the existing fiber plants and
other plants that use imported intermediates make only a limited contribu-
tion to the economy, particularly since there is an unnecessary prolifera-
tion of small plants (e.g. three polyester plants, three nylon plants)
catering to a limited market. The contribution of industries using imported
inputs would be increased by backward integration to plants that convert
petroleum fractions into intermediates that were formerly imported.

244, The basic feed stocks for petrochemical operations are available
from the existing refineries at Barrancabermeja and Cartagena. Additional
feed stock will be available from the new western refinery which is likely
to be in operation by 1974. 1/

1/ The annexes on basic chemicals and synthetic fibers furnish detailed
information as to the kinds of feed stocks to be produced and the
variety of petrochemical intermediates that will be available.
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245, The crucial issue in most of these cases 1is not the prices of
the inputs, which as by-products of refinery operation are clearly com-
petitive, but rather the scale of operation contemplated in highly capital
intensive petrochemical plants. The main danger to be guarded against is
the initiation of small scale plants designed merely to supply the presgent
limited domestic market. There are indications that negotiations have
already started within the Andean Group to coordinate some plants of the
member countries in this field to ensure against a proliferation of small,
uneconomic plants in a number of countries. Elsewhere in this report,

a preinvegtment study designed to facilitate an already promising start

in such coordination is strongly urged.

246. In the field of basic heavy chemicals, such as soda ash and
caustic soda, Colombia is well endowed with salt resources and operating
expertise. Plans are already under way for an expansion of the existing
production facilities in these products in which Colombia has already
demonstrated its competitiveness by exporting.

247, Because of its capital-intensive and continuous process nature,
the chemical industry has high fixed costs represented by sunk investments,
and low variable costs. Since economies of scale are great, there is a
world-wide tendency to build large plants and to resort to pricing for ex-
port on an incremental cost basis plus margin, rather than to curtail the
rate of operations or limit the initial capacity constructed. This tend-
ency should be considered in evaluating price comparisons, which may or
may not be representative over the life of a projected plant or plant ex-
pansion.

Petroleum and Coal Products

248. This industry, which employs a little over 2,000 people, or less
than 1 percent of factory employment, is a strategic industry., Less than
300 persons were employed in coal products plants. The petroleum refiner-
ies numbered 9 and employed 1,778 workers in 1967. In refining there is
traditionally a low percentage of wages to both value added or gross value
of output (16 percent of value added and 6 percent of gross value of output).
The two large refineries owned by Ecopetrol and Esso resp~_tively employ
over 1,500 workers. Total wages and benefits per employee in these plants
are over 50,000 pesos in 1967, or more than double the national average for
plants employing over 200 men. The other 7 refineries were small plants
used mainly as auxiliaries to o1l field operations and supply local needs.

249, This industry has been characterized by spurts in investment. For
example, between 1953 and 1958, the average growth of output was very high
because a second large refinery, the Esso refinery in Cartagena, was put

into operation in 1958. While there have been sizeable new invegtments

from time to time since then, these have been in the nature of expansions

of particular sub-operations or up-grading of facilities so as to provide
appropriate feed stock for petro-chemical planfs rather than major new
refineries. This is the main reason why employment has not grown in absolute
terms.
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250. Refinery location is largely determined by transport considera-
tions from the oil fields and to the markets. In Colombia, a third new
refinery designed to minimize marketing transport costs has long appeared
desirable. 1Its location in western Colombia seems appropriate, but the
precise location has not yet been made public.

251. With the substantial additions at the older Ecopetrol plant in
recent years, refining facilities are comparatively modern. In view of

the complexity of refining operations, and the numerous alternatives avail-
able for conversion of crude oil fractions, only a general opinion of
efficient operation can be offered.

252, Many of the problems of this industry are related to price con-
trols, exchange rates and concession policies which affect mainly crude
oil operations. These are discussed in Part II, Chapter XI of this volume.

Non-metallic Mineral Manufactures

253. This industry has grown at about the same rate as manufacturing
as a whole - an average of slightly under 7 percent per annum for each of
the two periods 1953-60 and 1960-67. This branch of industry accounts
for about 8-9 percent of manufacturing employment and about 6 percent of
value added. The decline below 6 percent in 1967 probably reflects a
price squeeze on profits, probably attributable to price controls.

254, The largest single part of this industry branch is the cement
industry, which accounts for about one-third of the value added but a
much smaller percentage of the employment. This is because cement produc-
tion is more highly mechanized than the other building supply industries
such as the production of bricks and roofing materials. The non-metallic
minerals industry has experienced cycles in investment as in other coun-
tries, so that while fixed investment was relatively high for the period
195759, it remained rather low in the period 1960-62, then rose sharply
in the period 1963 through 1966 and has apparently remained relatively
low since. The Mission studied the cement industry in detail, but time
did not permit similar coverage of other branches of the industry.

255, Cement production has exceeded 2 million tons per year since 1964
and exceeded 2.5 million tons in 1969. Production is divided among ten
companies operating 13 plants. Profitability in the cement industry has
been above average, although uneven in its incidence. The plants in Cali
and North Coast areas, for example, appear to have been more profitable
than other plants. It should further be noted that the northern plant has
exported a substantial part of i1ts output in some years and is considering
a plant expansion that will enable it to augment its export capacity.
Expanded production capacities will be needed in the central area in the
near future if projections of increased demand are to be realized.
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256. As has been indicated earlier, cement and cement products are
already being exported at competitive prices from the Caribbean coast. In
the interior of Colombia, notably in the Cali, Medellin and Bogota areas,
natural barriers afford comnsiderable inherent protection from cement
plants that serve those areas.

257. Glass products produced by a company with a substantial foreign
participation are already being exported competitively. An asbestos
project {s under consideration that 1s expected to export fiber at world
prices. Some basic salt 1s already exported and quantities are likely

to increase substantially (see discussion under chemicals).

258. Exports in non-metallic mineral manufactures exceeded imports,
which consisted mostly of specilalty refractories for metal production,
abrasives, and special types of flat glass and glassware.

Base Metals and Metal Products

259. The only significant production of base metals in Colombia is

in iron and steel which accounts for about 98 percent of the production,
employment and value added. 1/ The main producer of steel, Acerias Paz del
Rio, in Belencito, about 125 miles from Bogota, was built in the early
1950s. It was conceived and constructed under Government auspices and
operated relatively inefficiently for many years. Ownership of the plant
was transferred from the public to the private gector in the 19508, and

its top management was reorganized in the early 1960s. The plant involved
an initial investment of between 120 and 145 million dollars equivalent and
later required considerable auxiliary investment to round out its facil-
ities and make possible fuller utilization of the coal, iron and scrap.

260, The investment in a hot strip mill, which is ready to be put
into operation, is not presently productive because the plant lacks a
complementary cold rolling facility. Furthermore, there is some question
as to whether the Belencito site is the most advantageous one for these
rolling mills. Given the investment already sunk in the hot mill, it
appears likely that the cold rolling facilities will also be installed
here. The alternative would be to dismantle the existin; hot mill and
erect it at another site alongside a new cold rolling mill.

261. The other iron and steel plants, all small, are essentially
based on the processing of scrap, the domestic supply of which is limited.
The present arc furnace capacity, which 1s based on scrap, already ex-
ceeds domestic supplies and except at coastal locations like Barranquilla,
continued importation of scrap is clearly uneconomic. On the basis of

the presentl]y available data, domestic iron ore resources are limited and
of only fair quality. A large expansion of the industry would therefore
have to be based on imported ore, probably from Venezuela or Peru,

1/ See Annex 1 on the Iron and Steel Sector.
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262, As Chapter X on the mining sector indicates, presently known
resources of non-ferrous metallic ores in Colombia are limited. Only

the Cerro Matoso nickel deposit affords a sound economic basis for smelt-
ing and refining of non~ferrous metals.

263. In 1967, the base metals industry accounted for about 1-1/2 per-
cent of manufacturing employment, about 2 percent of wages, including social
benefits, and a little over 2 percent of the value added. Calculations of
growth rates are of limited significance. Paz del Rio only came into
operation sometime after 1953 so that the growth rate for 1953-~1960 of

42 percent per annum reflects the advent of this new plant. Somewhat

more meaningfully, the 3 percent rate for 1960-1967 reflects the improve-
ments in the existing Paz del Rio plant and the creation and expansion of
capacity in several of the smaller plants. Year to year fluctuations in
out:put, employment, etc., should be viewed with care since it is unclear
whether the statistical classification of iron and steel plants in base
metzals or in metal products has been consistent from year to year.

264, As Annex 1 indicates, prices for non-flat steel (bars, rods,
shapes and sections) are broadly competitive with imports in the interior
of the country, aided by the natural protection of high transport costs.

At locations closer to the coast than the Belencito, the present protec-
tion of about 25 percent for these products keeps them competitive. For
flat-rolled products, price comparisons are also given in Annex 1, but

it should be noted that quality differences preclude close comparison,
except on a use by use basis. The bulk of flat rolled steel used currently
in Colombia is imported.

265. The metal products industry accounts for about 7 percent of the
employment, 6 percent of the wages, 4 percent of the gross output and about
4-1/2 percent of the value added of the total manufacturing sector. The
metal products industry had also 700 establishments in 1967, with over 100
paid employees each, which accounted for 40 percent of the employment,

but over 55 percent of the value added. The main products of this indus-
try are non-ferrous metal products, foundry products, tools and cutlery.

266. It would appear that gross value of output in metal products rose
about 13 percent per annum in the period 1953-1960 but then declined to a
rate of about 8 percent in the seven year period ending 1967. As indicated
earlier, the statistics are somewhat suspect because of doubts as to con-
sistent classification over a period of time, although this probably af-
fects the larger metal products gsector less than it does the base metals
gector.

267. These industries experienced wide variation in inventories.

This was particularly notable in the year 1966 when the industry which
then accounted for less than 5 percent of value added accounted for almost
8 percent of the increase in inventories in the manufacturing sector.

268. As indicated in Chapter X, Colombia's resources in non-ferrous
metals other than nickel are very small. In view of the fact that Colombia's
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Andean partners - Chile, Peru and Bolivia - are leading producers of
copper, lead, zinc and tin, it is reasonable to assume that in these
products those countries will gseek trade concessions from Colombia. If
Colombia makes such concessions on refined metals, but does not make
equivalent concessions on fabricated products (for example, copper versus
brass or copper wire, lead versus automobile batteries, etc.) the conces-
sion will not harm existing industries and will indirectly help metal
processors by widening their margin of effective protection. In this-
field, there are very few prohibited items, presumably in recognition of
Colombia's need to continue importation.

269. In view of the wide variety of imported finished metal products,
it was not possible to make a detailed study of products in this category.
There is little reason to believe, however, that a reduction of tariff
barriers within the Andean Group would appreciably harm any significant
portion of the industry given that the bulk of such imports are from more
developed areas.

DURABLE CONSUMER GOODS

270. The durable consumer goods industries are still unimportant in
Colombia; in 1967, the total value of output was just under 2.5 billion
pesos (1968 prices) or less than USS$150 million. 1In 1967, these indus-
tries accounted for about 6 percent of the gross output and over 9 percent
of the employment. The composition of output, value added and employment
in the durable consumer goods branches is shown in Table VI-6 below.

Table VI-6: OUTPUT, VALUE ADDED AND EMPLOYMENT IN THE
DURABLE CONSUMER GOODS INDUSTRIES - 1967

Gross Value Paid em- Gross Value
output added ployment output added
(mill. pesos (thou. pesos per
1968 prices) paid employee)
Furniture & fixtures 194.1 98.1 4,759 411 21
Rubber products 972.0 439.4 6,736 145 65
Ceramic products 146.9 60.0 3,669 40 16
Non-electrical appliances 61.2 28.7 962 64 30
Electrical appliances 431.3 166.8 3,210 134 52
Road vehicles 649.8 296.6 8,090 _80 37
2,455.3 1,089.6 27,426 _30 _40

Source: Appendix Tables 2, 4 and 6,

271. Establishments of this sub-group are small. Of the over 1,100
establishments in these branches, only 42 employ 100 or more persons while
total employment is about 13,600. Thus, only half of those employed in
the durable consumer goods industries are in large establishments. This is
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a smaller proportion than in non-durable consumer goods, intermediates or
capital goods. Conversely, the share of employment in industry in plants
employing 15 or less is greatest in consumer durables. This relationship
is more precisely indicated in the table below.

Table VI-7: EMPLOYMENT BY SIZE OF FIRMS IN
MAJOR INDUSTRIAL SUB-GROUPS

1967
Non-durable Intermediate  Consumer
consumer goods goods durable goods Capital goods
Firms Employ- % of Employ~ Z of Employ- Z of Employ- Z of

employing ment Industry ment Industry ment Industry ment Industry

100 & over 93,959 60 39,463 55 13,643 50 11,049 65

50 - 99 18,277 12 9,944 14 3,461 13 2,124 12

15 - 49 24,661 16 13,396 19 6,104 22 2,458 14
Under 15 _20,551 13 8,887 12 4,218 15 1,462 9
Total 157,448 71,690 27,426 17,093

Source: Appendix Table 10.

272, When the anatomy of employment within durable consumer goods
industries is dissected (see Table VI-8 below), it becomes clear that the
concentration of small plants 1s. in two branches: furniture and motor
vehicles. Small establishments in furniture are common throughout the
world but they are uncommon in motor vehicles. The causes for this un-
ugual feature in Colombia are worth analyzing, and are elaborated in the
section on road vehicles. '

Table VI-8: EMPLOYMENT BY SIZE OF FIRMS IN DURABLE
CONSUMER GOODS INDUSTRIES - 1967

Furniture & Rubber Ceramic
fixtures products products
Size of Employ- 7 of Employ- Z of Employ- 7% of
Establishment ment Ind. ment Ind. ment Ind.
100 or over 1,135 24 5,424 80 2,990 81
50 ~ 99 525 11 322 5 252 7
15 - 49 1,705 36 817 12 353 10
Under 15 1,394 29 173 3 74 2
Total 4,759 6,736 3,669
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Non-electrical Electrical Road
appliances appliances vehicles
Size of Employ- Z of Employ- % of Employ- 7 of
Establishment ment Ind. ment Ind. ment Ind.
100 or over 405 42 1,723 54 1,966 24
50 - 99 234 24 588 18 1,540 19
15 - 49 275 29 552 17 2,402 30
Under 15 48 S 347 11 2,182 27
Total 962 3,210 8,090

Source: Appendix Table 1l.
Furni ture

273. This industry, which accounts for less than 2 percent of the
factory employment of Colombia, is characterized by relatively small
establishments. I1ts contribution to gross output and value added in total
manufacturing is less than 1 percent. Employment has been stagnant since
1957 and therefore contributes a smaller proportion of total manufacturing
employment than it did a decade ago. It has concentrated on producing for
the domestic market and has emphasized traditional furniture which is
rather bulky and cannot be readily exported on any subsgtantial scale. Im-
ports are probably of a non-competing variety.

274, This industry has a large handicraft portion. It is believed
that new designs followed by modernization of facilities, production pro-
cesses and marketing practices would open up export possibilities. A mar-
ket study of such potentials is thus desirable.

Rubber Products

275, In 1967, the rubber industry accounted for about 2-1/2 percent
of factory employment, 3-1/2 percent of wages and social benefits, and
2-1/2 percent of value added of the manufacturing sector as a whole. This
industry has shown a rapid increase in ocutput and employment throughout
the period, but the rate of growth appears to have been greater in the
earlier period - 1953 to 1960 - than in the latter period -~ 1960 to 1967
(11 percent per annum versus 9 percent per annum). While employment more
than doubled between 1953 and 1960, it rose less than 20 percent between
1960 and 1967, reflecting major increases in output per man. The expansion
in the tire industry between 1958 and 1962 accounts for virtually all the
rise in employment in the rubber industry in those years.

276. At least through 1967, the rubber industry seems to have been
profitable despite an increasing share of wages in value added and gross
output. The share of wages in gross output rose from 16-17 percent in
1957/58 to well over 20 percent by 1964 and subsequent years, whereas its
share in value added rose from 40 percent or less in 1957 to 1959 to about
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45 percent in 1966 and even higher in 1967. The rubber industry is
characterized by wide inventory fluctuations; there was a marked rise
in 1963, followed by declines in the following two years despite rising
production and input usage, and then another sharp rise in 1966/67.

277. The rubber tire segment of this industry consists of three large
plants that had a total employment of 3,200 in 1967. These three plants
constitute over 80 percent of the total employment {n the rubber tire
industry and almost balf of the total employment in the entire rubber
products industry. All three are either partly or wholly owned by the
international rubber giants. -

278. Rubber tires are subject to a 50 percent duty, with even higher
effective protection, since crude rubber is subject to only a 10 percent
duty. Internal prices have been kept low by price controls and seem to
be competitive. Exports in 1967 were almost as high as imports. This
industry may benefit from any Andean Group concessions for its products.

Appliances

279. Time considerations did not permit study of the non-electrical
appliance branch, which is much smaller than the electrical appliances
branch. Employment in non-electrical appliances was less thaan 1,000 in
1967 as against over 3,000 in electrical appliances.

280, The electrical appliances industry in Colombia grew quite rapidly
In the period 1953 to 1960, but growth has been slower in recent years,
as indicated in the table below.

Table VI-9: GROWTH OF THE ELECTRICAL APPLIANCE INDUSTRY

Gross output Value added Emp loyment Gross output Value added

( mill. 1968 pesgosg ) {(thou. 1968 pesos per paid
employee)
1953 57.5 27.8 839 69 33
1960 191.8 87.6 2,298 83 38
1963 369.2 137.9 2,937 126 47
1964 373.8 122.0 3,265 114 37
1965 412.4 162.1 3,433 120 47
1956 436.3 171.1 3,615 121 47
1967 431.3 157.8 3,210 134 49

Source: Appendix Tables 2, 4 and.6.

281. These flgures indicate a growth rate in gross output of 19 percent
per year between 1953-1960 and about 13 percent in the 1960-~1967 period.

The growth in value added in the latter period appears to have slowed, pos-
eibly reflecting higher costs of components (steel sheets, copper wire)
which were not as fully reflected in selling prices as in the past., Also
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new investment in 1964-1965 was very heavy creating large new capacities,
more in those two years than in the four previous years combined.

282, Most electrical appliances are subject to a 50 percent duty and
require prior licensing. Effective protection is probably not much greater
than nominal protection since imported metal inputs are dutiable at 30-45
percent and production requires great quantities of imported inputs. Items
like refrigerators, television sets, and electric stoves are highly prized,
subject to smuggling. Demand, moreover, is highly responsive to changes

in prices and incomes.

283. Mission studies indicate that the industry has ample installed
capacity to produce at least 50 percent and possibly 100 percent more out-
put than in 1969. Plant visits established that at least one plant is
operating at less than one full shift and others only a partial second
shift. Improved utilization of existing capacity would effect substan-
tial cost economies in unit labor costs, overhead, and administration
costs, and if reflected in ultimate selling prices would substantially
raise effective demand.

284. To stimulate increased capacity utilization and eventually lower
prices, it 1s recommended that the Government give consideration to an
experiment along the following lines. If producers agree to maintain un-
changed peso prices for specific appliance lines for a period of say, one
year, the Govermment will (a) liberalize and speed up import licenses of
materials, parts and components for a specified list of electrical ap-
pliances to enable production to increase by say 50 percent above the

1969 level; (b) allow special rediscount privileges at the Bank of the
Republic for installment paper arising from sale of the specified appliances.
The trade unions involved and the Labor Ministry will agree that the work-
ers newly hired for such increase in output will be treated as contract
workers, not subject to cesantia (severance pay) requirements. This experi-
ment would not require any substantial new fixed investment, thus not in-
volving any additional concegssions on depreciation for tax purposes. The
agreement could be reviewed after the initial experiment to determine
whether it should be continued, modified or abandoned.

285, Present retail prices for refrigerators are estimated at about

3 times the U.S. level for a strictly comparable model. This is largely
due to the low scale of operations, part of which is the result of inguffi-
cient utilization of already existing capacity. Some undetermined part of
the difference is undoubtedly due to high retail mark-ups, a problem which
also calls for some remedial action, but one which was not studied in de-
tail by the Mission.

Motor Vehicles

286. This category includes (a) production of motor cars and trucks

and components; (b) production of bicycles, and (c) repairs to both bicycles
and motor vehicles. In 1967, the industry was divided on the following
lines:
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Table VI-10: BREAKDOWN OF THE MOTOR VEHICLE INDUSTRY - 1967

Estab- Paid em- Gross Value Gross Value
lishments ployees output added output added
(mill. current {thou. current
pesos) pesos per em-—
ployee)
Motor vehicle
production 78 2,816 410.1 171.0 146 61
Bicycle
production 12 409 26.9 15.6 67 38
Repair shops 475 4,865 201.1 104.7 _41 22
565 8,090 638.1 291.4 279 36

Source: Unpublished DANE data.

287. It will be noted that the net output per paid emplovee in motor
vehicle production was almost three times that of an employee in a repair
shop and one and one-half times that of an employee in bicycle production.
This is to be expected because the material input/labor ratio in production
is greater than in repairs. 1/ Between 1958 and 1967, the Census statistics
indicate that employment in auto repair shops actually fell while employ-
ment in production rose about five-fold. However, in 1967, despite such
sharp rises in production, employment in repair shops was still greatly

in excess of employment in vehicle production. Future improvements in
roads and a newer automotive park should help keep down repair shop employ-
ment.

288. This analysis of the components of the vehicle industry in the
industrial statistics is intended to indicate that the high hopes held in
some circles for increased employment in this industry, on the basis of
high employment per unit of output value, are based on misleading informa-
tion. The product mix of the future is bound to include relatively more
production than repairs and consequently a labor/output ratio based on a
continuation of past overall relationships has no logical foundation. 2/

1/ An odd feature of the repair statistics is that the largest repair shop,
employing over 600 persons, was probably a governmental entity since the
value added shown for it was exactly equal to the wages and social bene-
fits paid. This was learned through an ingpection of detailed statistics
by size of establishment (both in 1962 and 1967). Even 1f repair sta-
tistics were adjusted for such undervaluation, this would probably raise
the total value added for the repafr industry by only about 3 percent,
which would not materially reduce the gap between production per man as
between production and repairs.

2/ The unusual case of the large repailr establishment cited in the previous
footnote also tends to overstate the employment per peso of work done
by the establishment, since its policy of no margin for capital invested
is not likely to be imitated by private firms.
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289. Within the motor vehicle production branch of the industry,
value added per employee varies with the size of establishment as in-
dicated in the following table for 1967.

Table VI-11l: PRODUCTIVITY OF MOTOR VEHICLE INDUSTRIES BY
SIZE OF ESTABLISHMENT -~ 1967

Size of Per paid employee
establish- Gross Value Total wages and Value Wages and
ment Emplovment output added social benefits added social benefits
(mill. pesos) (nill. pesos) (thous. pesos)
200 or
more 622 252.7 96.6 19.9 l44 29
100-199 588 36.3 18.2 8.7 31 15
50-99 493 54.8 21.4 8.9 43 18
Under 50 1,073 . 56.3 34.9 14.0 33 13
2!816 410.1 171.1 51.5 gi ég

Source: Unpublished DANE data.

290. Wages and social benefits per employee in bicycle production
averaged about 14,000 pesos per man/year and about 13,000 in repair shops
(19,000 in the largest repair shop) as against 18,000 in all motor vehicle
production and parts plants. As might be expected, the two largest plants,
the assemblers paid the highest wages.

291, A program is being implemented to increase substantially the
production of motor vehicles, both cars and trucks. The two leading pro-
ducers, Chrysler and Lara are planning to double 1969 output by 1971. A
third plant is being constructed in which Renault cars and trucks are to be
manufactured.

292. There were no data available which would permit close analysis
of the profitability of the industry. Data by the Colombian statistical
office are of limited value for this purpose and show very great varia-

tions from year to year as indicated in the comparison of 1965, 1966 and
1967 given in Table VI-12 below.
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Table VI-12: NON-LABOR VALUE ADDED IN MOTOR VEHICLE INDUSTRY

. Gross return available
Gross  Purchased Value Wages and for capital & overhead
output materials added social benefits Total Percent of sales

( million pesos - current prices )

1365 232.0 158.0 74.0 36.9 37.1 18.0
1966 220.0 156.6 63.4 41.9 21.5 9.8
1967 410.1 239.0 171.1 51.5 119.6 28.1

Source: Unpublished DANE data.

293. When the data fluctuate so widely, no reasonable conclusions can
be drawn except that, 1f the 1966 data were accepted at face value, that
production that year was unprofitable. Whether the 1967 data represent a
maintainable future margin or are a statistical abberation would be worth
determining.

294, The automotive fleet in Colombia as of the end of 1967 is esti~
mated at 256,000 (140,000 passenger cars and 116,000 trucks and buses); in
1968 trucks and buses increased to 125,000, On the basis of population
per vehicle, Colombia ranks low in Latin America, well below all South
American countries except Bolivia, Paraguay and Ecuador and below Central
American countries except Guatemala and Honduras.

295, The fleet is comparatively old; a sample of 17,000 vehicles in
public carrier service early in 1969 had a median age of 12-13 years.

Table VI-13: AGE OF AUTOMOTIVE FLEET, 1967

Year of Motor Number Percent
vehicles

Before 1950 856 5

1950-1954 6,008 35

1955-1959 4,205 25

1960-1964 3,823 22

1965-1969 2,266 13
17,158 100

Source: Direct communication with the
Ministry of Development.

296. There is no doubt a significant demand for replacement of older
vehicles in addition to the growth requirements of the economy. A basis for
accurate demand estimates is, however, lacking, because of the unavailability
of comparable data over long periods and because past demand has fluctuated
widely, related more to shifts in foreign exchange availability than to other
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factors. The fact that there are more 1946 vehicles in operation than
1947-1949 taken together is a good indication, as is the fact that there
are more vehicles of the 1953-56 vintage for each of these years than for
1957-1959 combined. The Development Ministry has made an admittedly crude
estimate of 1970 requirements, based on the following assumptions:

(a) a useful vehicle life of 15 years;

(b) the need to replace vehicles older than 15 years over a
S-year period in equal steps;

(c) growth of demand annually of 6 percent per year; and
(d) replacement of vehicles which reach a 15-year life.

297. On this basis, the annual demand is for about 40,000 vehicles

compared with about 9,000 assembled in 1969. The foreign exchange quotas
for 1970 are calculated to enable am output of 20,000 vehicles. Figures
for earlier years are definitely lower than for 1969, probably of the
order of 4,000 per year or less. Consequently, the operational data for
these earlier years are unrepresentative of the results expected currently
and in the projected future. However, an annual volume of even 40,000
vehicles divided among three producers is not likely to be very economic.
It would be less than 30 percent of the 1968 output in Mexico and less
than 25 percent of the size of Argentine output.

298. In Colombia, the truck and bus park is 80 percent of the size of
the pagssenger car park, a higher figure than for Argentina (57 percent),
Brazil (63 percent), and Mexico (51 percent). The fact that the truck
park in Colombia is very old and that truck production and assembly is
everywhere economic at much lower levels of output than for passenger cars,
suggests the desirability of concentrating initial efforts om truck and bus
production and assembly. 1/

299. Tariffs for truck imports range from 70 to 200 percent, depending
on their size; buses are subject to a 60 percent duty, while the average
duty for passenger cars is 340 percent. Passenger cars are also subject

to a much higher prior import deposit than trucks and buses - 130 percent.
As Appendix Table 22 indicates, the duties om parts, components or mate-
rials are far lower than for the finished products. 2/ For trucks, the
duties on parts and components are 20-40 percent. For passenger cars,
duties for chassis and body are 180 percent, but duties for parts and mate-
rials are 50 percent or less as against an average tariff of 340 percent

1/  Jack Baranson, Automotive Industries in Developing Countries, p. 24.

2/  An unusual anomaly is that bodies for jeeps are dutiable at 40 percent,
and the jeeps themselves at only 20 percent.
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on passenger cars. Since imports of cars and trucks are severely re-
stricted, and domestic assembly and construction 1is being encouraged by
various means, including high duties, serious consideration should be
given to a refinement of these incentives to assure that they serve the
intended purpose rather than creating windfalls to limited groups. For
example, luxury taxes or registration fees might be imposed on purchasers,
whether they buy a local or imported passenger car, rather than imposing
a very high tariff which may benefit a limited number of domestic pro-
ducers and perhaps some of their suppliers.

300. Various automotive suppliers would benefit from any increase in
domestic production of trucks and cars by having a larger volume over
which to gspread overhead costs and from technical and perhaps financial
assistance, from the vehicle producers. But prices for original equip-
ment in tires, components, parts, etc., in developed countries usually

are significantly lower than in the replacement market. If vehicle pro~
ducers cannot bring down prices for original equipment items, they may
either enter into competitive production, seek permission to import, raise
prices for their own products, or curtail output, depending on their bar-
gaining position and the price elasticity of demand for their product.

No sound judgment can be rendered at present as to the course they are
likely to follow. It should be noted, however, that from the standpoint
of the economy as a whole, proliferation of parts suppliers as well as
assemblers implies investment of scarce resources beyond the amounts re-
quired for economic production of the required goods. It would represent
a tribute levied on the economy by strategically situated suppliers, in
the absence of effective countervailing action by the Government and/or
the vehicle producers. It would seem to warrant an effective progressive
tax on vehicles sold at prices in excess of a given value (in units of
foreign money per unit of weight) to deter such quasi-monopolistic tactics.

CAPITAL GOODS

301. For capital goods industries, output increased in the 1953-60
period by over 15 percent per annum, but in the following 7-year period,
ending in 1967, the rate of growth slackened to slightly over 10 percent

per annum. It should be borne in mind, however, that this group of indus-
tries is still very small in Colombia with a total gross ocutput of about 1.3
billion pesos (1968 prices) accounting for only about 3 percent of manu-~
facturing output and 4 percent of value added. These indugstries employed
only 17,000 paid emplovees, or about 6 percent of total manufacturing em-~
ployment. The reasons for the apparent high employment per unit of output
will become evident as each branch is examined.

302. The sub-divisions of this group of industries is shown in the
following table:
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Table VI-14: OUTPUT AND EMPLOYMENT IN THE
CAPITAL GOODS INDUSTRIES

Gross Value Paid Gross output
output added employment per emplovee
(mill. 1968 pesos) (thou. 1968 pesos)
Mechanical machinery 348.1  203.6 5,691 61
Electrical machinery
(except appliances) 760.9 379.3 6,119 124
Road equipment (except
passenger motor 219.8 107.0 5,283 41
1,328.8 689.9 17,093 lg

Source: Appendix Tables 2, 4 and 6.

303. As indicated earlier, the concentration of output in larger
firms is greater in capital goods than in other industries, but the rea-
sons for this will also become more evident as each of the branches of
capital goods i3 analyzed.

Mechanical Machinery

304. The available statistical data indicate that there were 240
establishments in this branch of industry, of which only 11 employed 100
or more persons; the distribution of establishments by size in 1967 is
given in Table VI-15 below:
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Table VI-15: DISTRIBUTION OF EMPLOYMENT, GROSS OUTPUT AND
VALUE ADDED IN THE MECHANICAL MACHINERY INDUSTRY - 1967
(firms employing more than 100 workers)

Total Industry Large Establishments
Establish- Employ~ Gross Value Establish- Employ- Gross Value
ments ment output added ments ment output added
(mill.current (mill.current
pesos) pesos)
Moving
machinery 7 185 12.4 4.4 0 0 0 0
Farm
machinery 81 1,550 92.6 47.3 2 527 33.8 18.6
Industrial
machinery 75 1,947 146.5 78.4 4 1,042 106.4 55.1
Parts for
agricultural ,
& industrial 73 1,810 72.9 48.0 4 904 31.6 22.8
Miscellaneous .
machinery 4 199 5.8 3.7 1 147 3.1 2.1
Mechanical
machinery 240 5,691 330.2 181.8 11 2,620 179.9 98.6

Source: Unpublished DANE data.

305. It is evident that the concentrations are in farm and industrial
machinery and parts for them. Thus, 10 enterprises account for about half
the employment and well over half the output in this industry. The output
of these firms is so unhomogenous that it 13 difficult to make price or
cost comparisons to determine competitive ability. This portion of capital
goods industries appears least concentrated in large plants which account
for only about 50 percent of total employment as compared with 57 percent
for electrical machinery and over 90 percent in transport equipment.

306. The tariff level on machinery is about 30 percent (see Chapter V).
Because tariffs on inputs are not significantly lower and imported inputs
are a major cost element, effective protection is probably not greatly
different than the nominal rate in most cases (see Table V-1). By compari-
son with other Colombian industries, thegse branches seem to get relatively
little protection. These industries would be worth studying at greater
depth to determine their future prospects; the Mission was unable to do so
due to staff and time limitations.

Electrical Machinery

307. In 1967, this industry, which excludes electrical appliances and
light bulbs which were covered earlier under durable consumer goods, com-
prised 135 plants employing about. 6,100 persons. Fifty-seven percent of

total employment in the industry was concentrated in 11 plants, each with
more than 100 workers. These plants accounted for over 65 percent of the
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gross output and 64 percent of the value added. Seven of these plants
electrical equipment, including a Siemens plant in Bogota. There are two
large electrical wire and cable manufacturers and two other large plants,
which it is inferred, produce such miscellaneous electrical items as elec-
trical signs and displays.

Table VI-16: DISTRIBUTION OF EMPLOYMENT, GROSS OUTPUT AND
VALUE ADDED IN THE ELECTRICAL MACHINERY INDUSTRY - 1967
{(firms employing 100 or more workers)

Total Industry Large Establishments
Establish~ Employ~ Gross Value Establish~ Employ- Gross Value
ments ment output added ments ment output added
(mill.current (mill.current
pesos) pesos)
Electrical
machinery 60 3,492 298.1 130.9 7 2,506 236.2 103.8
Wire & cable 6 569 157.0 58.0 2 441 100.3 27.2
Miscellaneogus
elec. manu-—
factures 69 2,058 264.9 145.5 2 541 136.8 83.8
Total 135 6,119 720.0 334.4 ii 3,488 473.3 214.8

Source: Unpublished DANE data.

308. There are indications that the electrical equipment industry is
relatively wore advanced than the non-electrical equipment industry. For
example, the output of Colombian electrical equipment (including appliances)
is at a level of about 40 percent of Brazil on a per capita basis, while in
the mechanical and transport equipment industries, Colombia is at about 20
percent of the Brazilian level. Value added per employee is about 70 per-
cent of the Brazilian level in electrical equipment as against 40 percent
in transport equipment.

309. Here, as in mechanical wachinery, the tariff levels are not un-
reasonable, particularly since the margins for finished equipment above
components and parts imports are ouly 10-15 percent, far lower for example
than in the automotive field.

Transport Equipment (other than road vehicles)

310. This industry is a composite of production and repair work. Un-
fortunately there is no breakdown between the two types of activities in the
data. The entire industry is composed of 19 establishments of which the

10 large ones, each employing over 100 workers, account for over 90 percent
of the employment. There are four large railway workshops, two large ship
construction and repair shops and four aviation repair and maintenance shops.
Because they are largely inveclved in repairs and because of the nature of
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their operations and accounting, the railway repair and aviation repair
organizations show little margin over wages and social benefits in their

value added. 1/

311. In view of the nature of these industries, there i3 no particular
competitive position to appraise, since it is hardly conceivable that such
repalr work would be done outside of Colombia. It also explains why the
gross output per employee 18 low relative to other industries and why
extrapolation of employment opportunity per monetary unit of work dome on
the basis of past performance is no criterion of the employment opportunity
offered by production rather than the repair, of such equipment.

1/ Indeed the two largest aviation repailr shops show wages and social
benefits equal to value added; it will be recalled that a similar
gituation was indicated for automotive vehicle repairs.
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CHAPTER VII

REGIONAL STRUCTURE OF INDUSTRY

312. Unlike other Latin American countries where the bulk of incustrial
production 1is concentrated in one city, industrial production in Colombia is
distributed among four major urban centers and several smaller industrial
cities. The process of industrialization in Colombia has thus developed
along the lines of the country's four distinct regions: the Atlantic Coast,
with the center in Barranquilla; the Southwest centered in Cali; the North-
west focusing on Medellin; and the Center oriented around Bogota. All
cities except Barranquilla, which grew as a trading center, have developed
as centers for regions rich in agricultural or mining resources. Two of the
basic characteristics of Colombian industry, therefore, fragmentation of a
small market for industrial goods, and a tendency towards small and frequently
unutilized capacities, are closely related to the question of industrial
location.

Location of Industry

313. Geographic and political considerations have been important in
bringing about the existing pattern of industrial location in Colombia.
First, the mountainous topography of the country has made transportation
difficult and costly. Second, rural unrest during the 1940s and 1950s

caused regional markets to become even more inaccessible to the products of
other areas and resulted in regional concentration of large industrial in-
vestments. Third, industrial location decisions have been determined almost
entirely by the private sector. The relative isolation of the cities has
caused each region to develop a native entrepreneurial class, which has in-
vested in the regional center surplus capital available from regional primary
activities. Until recently, it was common to speak of Medellin entrepreneurs
rather than of Colombian entrepreneurs, and so forth.

314, Table VII-1 shows the distribution of manufacturing output and
employment by major Departments and cities. 1In 1967, the las- year for
which data are available, about 79 percent of value-added in manufacturing
and approximately 82 percent of employment in manufacturing originated in the
Departments where the four main industrial cities are located. Sixty-seven
percent of manufacturing value-added and 71 percent of manufacturing employ-
ment was generated in the four cities themselves. Since data for satellite
cities, which surround industrial cities, are not included in city data,
Departmental figures are generally more meaningful. The difference between
figures for the city of Cali and the corresponding Department of Valle,
however, derives from the importance of the sugar industry in that Depart-
ment's figures. While Barranquilla contributes only 8 percent of national
industrial value-added and 9 percent of Colombian industrial employment, its
importance derives from the fact that the city is the industrial center for
the entire northern coast. Within the city of Barranquilla, the manufactur-
ing sector accounts for 50 percent of total employment.
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315. Industry in Colombia has thus been concentrated near the several
major markets for manufactured goods. In 1964, 45 percent of the population
lived in the four above-mentioned Departments where the main industrial
centers are located. Together, these Departments generated about 50 percent
of the gross domestic product of the country. Figures are even higher if
neighboring Departments are taken into account.

Table VII-1: VALUE-ADDED AND EMPLOYMENT IN MANUFACTURING BY
MAJOR DEPARTMENTS AND CITIES - 1967

Percent Percent of
Value Added of Manufac- national
{(millions national turing employment Popu~
of current value Employ- in lation
pesoa) added ment manufacturing  (thou.)
Cundinamarca 4,172.9 27.1 88,861 30.2 3,234
of which: Bogota 3,537.1 23.0 74,442 25.3
Antioquia 3,590.8 23.3 74,259 25.2 2,793
of which: Medellin 3,372.2 21.9 67,109 22.8
Valle 3,076.1 20.0 50,597 17.2 1,940
of which: Cali 2,462.6 15.9 41,479 14.1
Atlantico 1,285.4 8.2 26,809 9.1 804
of which:
Barranquilla 1,173.0 7.6 24,274 8.3
Sub-total (four major
Departments) 12,098.2 78.6 240,526 81.7 8,771
Other 3,308.6 21.4 53,299 18.3 10,829
National Tetal 14,406.8 100.0 293,825 100.0 19,600
Note: City figures include production in the main industrial suburbs.

The figures for Cali include industrial preoduction in Palmira.
Source:  Appendix Tables 15 and 18,

In the sixties, industry has become more concentrated in the four major
Departments. While national industrial production grew at an average annual
rate of 5.8 percent from 1960 to 1967, the four major Departments as a group
grew at the rate of 6.5 percent. Cundinamarca and Valle, where the new
capital and intermedlate goods industries have been located, grew at more
rapid rates, as indicated in the summary table below. As elsewhere in this
report, growth has been calculated on the hasis of gross value of output
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data becuase of the difficulties associated with measuring changes in value-
added. In the static discussions of the regional structure of industry, how-
ever, value~added data was used.

Table VII-2: GROWTH OF GROSS VALUE OF OUTPUT IN MAJOR

DEPARTMENTS
Average
1960 1967 Annual growth
( (million 1968 pesos) (percent)
Cundinamarca (Bogota) 6,772.4 10,935.0 7.1
Antioquia (Medellin) 5,471.4 8,210.0 6.0
Valle (Cali) 5,115.2 7,880.8 6.4
Atlantico (Barranquilla) 2,073.2 3,102.8 5.9
Sub-total (four major
Departments) 19,432.2 30,128.6 6.5
National Total 27,038.0 40,225.8 5.8
Source: Appendix Table l4.
316. In addition to Bogota, Medellin, Cali, and Barranquilla, Colombia

has several other industrial centers of significance. The cities of Buca-
ramange, Cartagena, Manizales, and Pereira are the largest. The Department
of Boyaca has some industrial production partly based on Acerias Paz del Rio,
the only integrated steel mill in the country, but otherwise Boyaca has not
developed on industrial center of significance.

317. The Departments of Santander, Bolivar, Caldas and Risaralda, (in
which are located Bucaramanaga, Cartagena, Manizales, and Pereira respect-
ively) account for 13 percent of national manufacturing value-a-ded and 10
percent of Colombian manufacturing employment. Boyaca accounts for about 2
percent of manufacturing value-added and 2 percent of industrial employment.

Structure of Manufacturing Industries in the Major Industrial Centers

318. The structure of industrial production in the major Departments is
generally similar, as can be seen in the summary table below, indicating no
significant degree of industrial specialization among Colombia's several
regions.
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TABLE VII-3: STRUCTURE OF MANUFACTURING INDUSTRIES
IN MAJOR DEPARTMENTS - 1967

(Percent Distribution of Value~Added)

National
Average Cundinamarca Antioquia Valle Atlantico
(Bogota) (Medellin) (Cali) (Barranquilla
Non-Durable
Consumer Goods 54.7 47.3 53.9 57.7 533.1
Durable Consumer
Goods 6.5 11.5 2.5 8.2 5.1
Intermediate Goods 32.6 30.0 35.8 29.0 36.6
Capital Goods 3.5 6.4 3.8 3.8 3.7
Other 2.7 4.8 4,0 1.3 1.5
Total ‘ 100.0 10¢.0 100.0 100.0 100.0
Source: Appendix Table 15.
319. However, certain industrial branches are more heavily concentrated

in some Departments than in others, as shown in Table VIiI-4 and as discussed
in paragrapsh 320 through 322 below. The Department with the greatest degree
of specialization is Antioquia {(center: Medellin) where 70 percent of
Colombian textiles are produced. Textiles, moreover, account for 34 percent
of industrial production in the Department and 13 percent of national indus-
trial production.
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Table VII-4: PERCENT DISTRIBUTION OF VALUE—ADDED IN
SELECTED MANUFACTURING BRANCHES BY DEPARTMENTS

Chemicals Paper Electri- Mechani-
inclu. and cal cal
Textiles pharma. Products Machinery Machipery Transport

Cundinamarca

(Bogota) 14.4 36.6 14.9 51.2 19.8 55.8
Antioquia

(Medellin) 70.6 12.6 12.3 10.6 48.4 10.7
Valle

(Cali) 5.8 27.8 62.8 28.6 11.6 12.1
Atlantico

(Barranquilla) 3.6 10.9 5.5 6.2 5.7 14.0
Sub-total (four

Departments) 94.4 87.9 95.5 96.6 85.5 92.5
National Total 100.0 100.0 100.0 100.0 100.0 100.0
Weight (13.0) (13.3) ( 2.5) ( 3.2) ( 1.2) ( 0.7)
Npte: The weight represents the percent contribution of that industry

in national value-added.
-Source: Appendix Table 16.

320. Processed chemical industries have in the past beem concentrated
in Bogota, but in recent years have grown fastest in Cali. 1In 1967 Cali
produced about 28 percent of all chemicals in Colombia. Value-added in the
Cali chemical industry grew at the rate of about 18 percent between 1958
and 1966. Chemicals, however, account for only 18 percent of the total of
manufacturing value-added in Cali.

321. Cali is also the country's major producer of paper products; about
62 percent of the national value-added originates in that city. Paper pro-
ducts, however, account for only 8 percent of the manufacturing value-added
in Cali. The paper industry in Cali is supplied by the wood industry
located in the Departments of Cauca and Narino, south of Cali.



- 95 -

322. The electrical machinery industry has been marked by a tendency
towards concentration in Bogota. In 1967, Bogota produced about 51 percent
(in terms of value) of all electrical equipment in Colombia. A large pro-
portion of the automotive industry - consisting of two assembly plants -

1s also located in the capital. The trend towards concentration of the
automotive industry in Bogota will probably be reversed, however, with
completion of the new Renault plant in Medellin and the start of production
in 1971. Electrical machinery production represents 5 percent of industrial
value-added in Bogota, and the automotive industry close to 6 percent.

323. There are two types of medium-industrialized centers in Colombia.
A few cities, like Bucaramanga, Cartagena and Barrancabermeja, are highly
specialized, in that industrial production is concentrated in one or two
plants. Others, like Manizales and Pereira produce a wider range of pro-
ducts. The major characteristics of the industrial structure of the Depart-
ments where these cities are located are summarized in Table VII-5 below.

324, About 67 percent of manufacturing value-added in.Cartagena
derives from the petroleum and chemical branches. Unlike the chemical
industries in Bogota and Cali, Cartagena has specialized its production in
basic industrial chemicals such as petrochemicals. Industrial production
in Barrancabermeja 1s almost exclusively related to petroleum refining.
Bucaramanga, which used to be an important tobacco center, is heavily
dependent on metal industries because of the location there of Forjas de

Colombia, a steel forging plant.
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Table VII-~5: STRUCTURE. OF MANUFACTURING IN MEDIUM INDUSTRIALIZED:
DEPARTMENTS - 1967

(percent distribution of value-added)

Santander
(Bucaramanga) Bolivar Caldas- Risaralda
(Barrancabermeja) (Cartegena) (Manizales) (Pereira) Boyaca

Non-Durable Consumer

Goods 44.1 52.9: 66.2 82.2 40.9
of whichs -
Beverages 14.4 8.7 24.7 19.0 36.2
Tobacco products 15.3 7.6 - - -
Clothing 4.1 1.4. 8.1 17.8 0.5
Pharmaceuticals: &
related products 0.3 23.9 3.3 0.5 0.4
Durable Consumer Goods 1.8 1.0 2.0 2.3 0.5
Intermediate Goods 51.4 44 .6 28.5 14.6 58.4.
of which:
Chemicals. other than
pharmaceuticals 0.3 17.6 2.5 0.3 0.3
Petroleum. 43.8 25.2 0.9 - 7.7
Basic metals 1.0 - 0.2 - 44 .6
Capital Goods 2.3 0.9 3.1 0.8 0.1
Other: 0.4 0.6 0.2 0.1 0.1
Total 100.0 100.0 100.0 100.0 100.0
Source: Appendix Table 15.
324. More representative of the: structure of the manufacturing sector

in smaller industrial centers are Manizales and Pereira, in the heart of
the coffee—growing region. Industrial capital in each of these cities
originally came from coffee, and the industrial structure is heavily con-
centrated in the production of traditional consumer goods (food, clothing,
etc.). While some food and beverage (i.e. perishable goods) industries are
commonly located near the market, the concentration in consumer goods which
are either capital-intensive (i.e. beverages, food canning), or require
female labor (i.e. clothing), has not contributed to relieve the. unemploy-
ment problem in these cities. For example, Pereira, where 18 percent of
industrial value—-added is in clothing, has a high unemployment rate for men.
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The Setting for Industrialization in the Major Centers

Capital Availability, Labor and Wages

326. Investment for fixed capital by government agencies has been
concentrated in the three largest cities (Bogota, Medellin and Cali). About
63 percent of total loans to industry from the Private Investment Funds of
the Bank of the Republic, for example, have been lent in these three cities
--27 percent in Cali alone.

327. The absence of corporations with widespread ownership in Cali and
Barranquilla makes the shortage of working capital more acute there than in
Bogota and Medellin. Because of the prevalence of family-owned corporations
in the first two cities, furthermore, some of the surplus capital generated
there tends to be channeled to well-established firms (Bavaria and Coltejer,
for example) located in Bogota and Medellin.

328. While foreign firms have invested in all major cities, there is a
heavier concentration in Cali than in any of the other cities. The bulk of
industrial investment in Medellin, on the other hand, is Colombian. The
concentration of foreign inveatment in Cali is attributed in part to the
business outlook of that city which, unlike Medellin views foreign invest-
ment favorably. Cali, moreover, has a pleasant climate (unlike Bogota) and

is near the market for manufactures (unlike the cities in the Northern Coast).

329. With high unemployment rates in all industrial cities, there is

an ample supply of unskilled labor. Training possibilities are considered
adequate through govermment programs to which most enterprises have to
contribute. Labor unrest was a serious problem in Cali in the early sixties,
but labor-management relations have improved since. The migration of profes-
sionals to Bogota has contributed to the shortage of professional managers in
Barranquilla and other small centers. Cali, on the other hand, has an
adequate supply of managerial staff. The Advanced School of Business Admin-
istration of the University of Valle has contributed to the supply of
managers in Cali and other large cities.

330. The entrepreneurial classes in the four main cities are dynamic

and well organized. While Bogota industrialists tend to have an inward
orientation, producing mainly for the home market, the entrepreneurial class
of Barranquilla is outward-oriented and interested in exporting. The dynamism
of the big city industrialists 1is not evident in the small industrial cities
that the Mission visited.

331. Cali industrialists are becoming more interested in exporting as
improved tramnsportation facilities make foreign markets more accessible.

The construction of the Palmaseca Airport and of the road to Buenaventura,
the closest port, have been instrumental in this development. Cali indus-
trialists have created an organization (Foundation for Industrial Develop-
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ment - Fundacion para el Desarrollo Industrial) with the purpose of encourag-
ing industrialization and of dissipating the frequently held view that in-
vestment in Cali 1s a bad risk because of past labor unrest. The Foundation
is encouraging the establishment of a free trade zone for Cali.

332. The recent trends in average annual wages for the manufacturing
sector in the major industrial centers are shown in Table VII-6 below. In
1967, average industrial wages were highest in Cali and lowest in Barran-
quilla. Average annual wages in Bogota, Cali and Barranquilla have grown
faster than in Medellin. The rapid increase in average wages in Cali
reflects the large and capital-intensive investments and rapid industriali-
zation of the city in the past few yeargs. The moderate increase of average
wages in Medellin partly reflects the relatively slow growth of the textile
industry.

Table VII-6: AVERAGE ANNUAL WAGES FOR MANUFACTURING INDUSTRIES
IN MAJOR INDUSTRIAL CENTERS

(in thousand 1968 pesos)

City, including

City industrial 1967
suburbs Index for city
1964 1967 1967 1964 = 100
Bogota 13.7 14.9 15.2 108.7
Medellin 13.9 14.4 15.0 103.4
Cali 14.0 15.3 17.0 109.4
Barranquilla 13.0 14.2 - 108.9
National Average 13.7 14.7 14.7 107.2

Source: Unpublished DANE data.

333. Wages are considerably higher in the new industrial suburbs of
the three largest cities than in the cities themselves. In Bo:.-ta and Cali
this reflects the development of very capital-intensive intermediate and
capital goods industries outside the city proper; these industries usually
pay high wages. In Yumbo, the largest industrial suburb of Cali and the
center for some of the new paper industries, average industrial wages were
about 23,000 pesos in 1967 (in 1968 prices). For the same year, average
wages Iin Soacha, the major industrial suburb of Bogota (where some rubber
and construction material industries are located), were about 19,000 pesos
(in 1968 prices).

334, In Medellin average wages were considerably higher than the
national average in the early sixties, primarily as a result of the high
wages paid by the textile sector. The high wages in the city itself led
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to the rapid development of numerous industrial suburbs; the textile in-
dustry was, in fact, one of the first to move to the suburbs. Coltejer,
the textile giant, has moved to Rio Negro, one of the industrial towns near
Medellin, the Fabricato, the second largest textile producer in the country,
has already bought land there and plans to build a plant in the near future.

335. Average industrial wages were considerably lower 1in the smaller
industrial centers. Barrancabermeja and Cartegena are exceptions in that
they depend heavily on the capital-intensive petroleum and chemical indus-
tries which are notably high-wage. While average wages were between 11,000
and 12,000 pesos per year in BUcaramanga, Manizales and Pereira, average
wages in Cartagena were about 19,000 pesos and 30,000 pesos in Barranca-
bermeja (all wages are in 1968 prices).

Trangport

336. Topography and transportation have, to a large extent, patterned
the development of industry in Colombia. Colombia has made notable advances
in improving its transportation network and this will unquestionably have
an impact on the future pattern of industrialization. However, it might
well be that future industrial development will require the further expan-—
sion of transportation facilities of the country.

337. There are now good road links between Cali and Medellin and it
is expected that by the end of 1972 a good connection will exist between
Medellin and the Atlantic Coast. For the purpose of moving industrial
products, the route between Bogota and the Atlantic Coast seems to be less
than adequate. Moreover, the low carrying capacity of the bridges limits
the weights of articles that can be moved on this road. Certainly the
bridge over the Magdalena River, that will connect Barranquilla with Santa
Marta, the terminal for both the Atlantic railroad and the North highway,
will improve transportation between Barranquilla and the center of the
country. The road from Buenaventura to Cali should aid in connecting the
interior with the Pacific Coast and possibly affect future industrial
location decisions.

338. From the point of view of developing external markets, of parti-
cular interest for Cali and Barranquilla, the improvement of port handling
and speeding up of customs procedures in Buenventura, Cartagena, Barran-
quilla and Santa Marta are important.

Urban Infrastructure and Taxation

339. There 1s adequate water supply and power for manufacturing in most
major industrial cities. At the present time there 1is a shortage of power

for the steel mill in Boyaca and it is anticipated that there will be

temporary power shorateges in Barrancabermeja where the petroleum refinery

is located and in Barranquilla until plant now under construction is installed.
Of the four major industrial cities, electric power rates are highest in Cali
and lowest in Bogota. In Cartagena industrial water supply is a bottleneck
for the growing petrochemical industry.
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340. Urban transportation could be a bottlececk to industrialization.
Transportation in the cities is not adequate partly because of the restric-
tions on the importation of automotive equipment, but also because of lack
of access to the new industrial suburbs and the insecurity of nightime
travel. These problems are most sericus in the three largest cities which
have developed satellite industrial towns. The difficulties of nighttime
transportation have contributed to capacity underutilization by making
second and third shift staffing difficult and costly.

341, Land for industrial uses is readily available in or nearby unost
of the industrial cities; Manizales, however, is an exception.

342. Departmental and city taxation to industry (primarily a property
tax) is not very important in Colombia. Medellin, however, charges from
two to three times more in taxes than all the other major cities.

Future Directors of Growth

343, 1f Colombia's mountainous topography did not enttail such heavy
transport costs, the size of the Colombia market for manufactured goods
would justify the development of only one or two large industrial centers.
Many of the geographical considerations which led to the original develop-
ment of four industrial centers, however, are still valid today, and even
with greatly improved means of transportation, transport costs are almost
certain to remain so high as to justify the continued pre-—eminence of the
four main industrial centers. Moverover, low-value, high-bulk industrial
goods such as cement will probably have to continue to be supplied locally.
Given the present fragmentation of capacity, the underutilization of already
existing capacities, the resulting high costs for many industrial projects,
and the poor organization of marketing, the creation of new industrial
centers unless founded on inherent resource advantages, is questionable.

344, It is frequently argued that the need for employment creation
necessitates the development of an industrial sector in the swaller cities.
Unemployment problems in the main cities are equally serious, however, and
in any case, manufacturing does not absorb a great deal of mar_ower. On
the other hand, the continued concentration of manufacturing in the four
major centers, accompanied by a greater degree of specialization in each
city, would contribute much needed internal economies of scale and external
economies to the manufacturing sector in Colombia.

345, The tendency to locate industry near the market Ras led to the
fragmentation of capacity in many industrial branches. Private entre-
preneurs, lacking knowledge of government transport investment planning,
have located industries irrespective of prospective reduction in internal
transport costs and therefore their locational decisions have turned out to
be less than optimal. The scale of plants and the related question of
location will be more important in the future since Colombia, having already
developed the traditional industries, may go into more capital-intensve in-
dustries such as basic chemicals, where size and transport costs are a
cruclal factor in pricing. Some examples of fragmented capacities follow.
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346. By the end of 1971, there will be three automotive assembly plants
in Colombia; two in Bogota and one in Medellin. The decision to locate the
Renault plant in Medellin will reduce unemployment in that city deriving

from the relatively slow growth of the textile sector. However, the location
in Medellin will not permit the new plant to derive external economies--such
ag the sharing of equipment and urgently needed inputs--which it might have
enjoyed if it had been located in Bogota, where the other two plents are
located.

347. There are steel-making capacities not only in Belencito, Boyaca
where Paz del Rio is located, but also in Medellin, Barranquilla, Cali and
a re-roller in Tunja, also in Boyaca. The latter plant, which is halfway
between Bogota and Belencito, 1is planning an expansion program involving
backward integration into steel-making. 1/

348. There are five major electrical appliance manufacturers in
Colombia: three in Bogota, one in Medellin, and one in Manizales. All
these plants have unutilized capacities, and their prices are about three
to four times the world market price.

349, The basic chemical industry--which almost universally derives
major benefits from large-scale production--is fragmented. For example,
there are three polyester fiber plants: two in Medellin and one in Barran-
quilla. -All are very small by present day standards, and while operating
at near capacity, the selling price of their products 13 considerably above
industry sub-sectors are frequently small.

350. As mentioned above, the traditional consumer goods industries are
located throughout the country. Economies of scale which can be derived
from large capacities in the clothing, leather products, or footwear indus-
tries are more limited than in other industrial branches. However, ex-
perience in countriles specializing in labor-intemive exports strongly
suggests that there are considerable gains in labor productivity in large-
scale production. Moreover, large size plants or alternatively concentra-
tion in one city would greatly facilitate the redirection of entrepreneurial
gskills, improved marketing procedures, product design, and industrial
services which are essential if an export market is to be opened up for
these products. Therefore, while it is possible to develop mass consump-
tion industries anywhere in the country provided that they are located near
the market and that there is sufficient labor available, it would be
advantageous to concentrate the export sector of these findustries in one
city so that they will derive the benefits mentioned above.

1/ For details on the Iron and Steel and Basic Chemicals industries, see
the sector annexes.
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351. In the light of the foregoing comments, it would seem advisable

to give more attentioun in the future to the question of location in deter-
mining investment in Colombian manufacturing. This is particularly important
in this country since the industrial centers have--because of their location
—a comparative advantage in some products. Careful study of location issues
is therefore advisable as a part of any government policies for the industrial
sector. Some brief comments on locational advantages follow.

352. Advantage could be taken of the location in Barranquilla and the
outward-orientation of its entrepreneurs to develop an export center in this
city. Barranquilla's coastal location makes it an ideal site for export in-
dustries which are labor intensive and require substantial imported raw
materials. This is particularly important because the distance between
Barranquilla and the main centers of consumption would make it difficult for
this city to supply the domestic market in many of the intermediate and
capital goods industries which are already established in the southern cities.

353. Barranquilla, with its cheap labor has potential for developing

an export-oriented garment industry. This will become more important when
there are adequate transport facilities between Medellin and Barranquilla.

If Medellin is producing textiles at competitive prices, there is no economic
need to develop a textile industry in Barranquilla. (Average wages for
clothing are given in Table VII-7 below). Barranquilla should also promote
the development of the meat, fish and wood insutries, which satisfy the
requirements of export-orientation and locally-available inputs.

Table VII-7: AVERAGE ANNUAL WAGE IN THE CLOTHING
AND FOOTWEAR INDUSTRIES
(thousand 1968 pesas)

Clothing and

Footwear
Bogota 9.21
Medellin 9.50
Barranquilla 8.37
Source: Unpublished DANE data.
354. Economic advantages will probably lead to the continued concentra-

tion of textile production in Medellin. The efficiency and dynamism of the
textile industry of Medellin is a good example of the advantages of large
capacities and concentration in one city.

355. There has been an increasing concentration of electrical equipment
goods in Bogota and of the metal industries in Medellin. Since the market
for these products is primarily in the Medellin-Bogota-Cali triangle, the
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location of these industries seems appropriate. Petrochemicals will probably
be developed in Cali if the planned petroleum refinery is located in that
city.

356. The paper industry seems logically located in Cali. The paper
industry could consider some of the Andean or Caribbean markets for export.
It is important that good transportation facilities be made available be-
tween Medellin and Bogota, and Cali and Bogota, if each one of these cities
is to specialize in heavy industrial goods.

357. The possibhilities of industrialization for the smaller industrial
centers seem more limited. The Manizales area might be able to process some
of its coffee locally. Pereira is closer (in time) to Medellin and could
continue as a clothing center with the textiles being supplied from Medellin
A solution should be found for its peculiar unemployment problem resulting
from its specialization in clothing. Pereira could be associated with the
growing metal-mechanical indugtry of Medellin by becoming a supplier of parts
for this industry.

358. Cartagena 1s an obvious choice for some chemical production based
or. salt although these prospects are limited until some substantial market
is developed for the chlorine which is & concomitant product from the
electrolysis of salt. Cartagena has potentials as a petrochemical center
given that the city is situated on the coast which makes imported inputs
relatively inexpensive and readily accessible, and that one of the two
existing petroleum refineries in Colombia 1s located there. The existence
of numerous petrochemicals plants in that city will make possible external
economies for new plants. The good harbor, moreover, could facilitate ex-
ports in petrochemicals. There is & certain conflict between the develop-
ment of Cartagena as a tourist center and a major industrial city. It may
be possible to minimize these conflicts through careful land use planning
and strict zoning regulations. A study of this problem is incorporated into
the tourism preinvestment study (Volume VI).

Regional Industrial Planning

359. Pressure has been mounting in Colombia for govermnment regional
incentives to industry, and it seems likely that in the near future the
President will be given the legal power to grant such incentives.

360. In the light of the mounting pressures, the Regional and Urban
Development Unit of the Planning Office in Colombia is undertaking a series
of studies designed to assess the present structure of industry in the
various regiona, and to determine which policies are best suited to encourage
optimal regional industrial growth.
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361. The regional industrial studies are part of a program designed
to give guidelines for the general development of the regions. As background,
the planning group has elaborated a general "model of regionalization”.

362. The model of regionalization defines the present economic regions
of Colombia by ranking the major urban centers according to economic (indus-
trial indicators), demographic and infrastructure criteria and by determining
migration patterns, geographical barriers and political subdivisions. The
model has defined four main economic regions and their regional urban centers:
the Atlantic Coast (center: Barranquilla), the Central Region (center:
Bogota), the Southwest (center: Cali), and the Northwest (Center: Medellin).

363. As a second step, the model seeks to redefine the regions of the
country for planning purposes. The model defines eight planning regions for
Colombia and identifies development poles for the regions. All regions
except the Putumayo (where petroleum has been discovered) and the Magdalena
Region, already have industrial centers (development poles) of some import-
ance, although the model does not presume rapid industrialization in all
regions. Bogota, Medellin, Cali, Barranquilla, Manizales/Pereira and
Bucaramanga are the "development poles for six of the regioms.

364. The model also sets general regional sectoral policies. On indus-
try, the model assumes that regional industrial strategy and policies must be
in agreement with the national strategy and policies for the industrial
sector. Incentives to industry in each region will be granted as part of

the program of regional development.

365. As a first step in formulating regiomal industrial incentives, the
Regional and Urban Development Unit of the National Planning Office has
developed a strategy for regional industrialization and is preparing a series
of related studies. The strategy under discussion is two-sided.  First,

it seeks to rationalize industry at the national level by promoting speciali-
zation in the main cities: Bogota, Medellin, Cali and Barranquilla, and in
selected smaller industrial centers (all defined as 'development poles' by:
the Planning Office) by encouraging the development of "dynamic" and related
industries. "Dynamic" industries will be identified primarily on the basis
of past performance according to statistical indicators. Second, labor-
intensive industries will be promoted in small cities to absorb the unemployed
labor and reverse the present pattern of migration to the larger cities.

366. The specific policies designed to carry out the strategy will be
based on the results of an investigation, now underway, by the Regional and
Urban Development Unit of the Planning Office. The investigation will be
undertaken for all planning regions and will be carried out in four stages.
The first stage will be a survey of the existing industry in each of the
major centers to identify the "dynamic" and related industries. An attempt
will be made in these studies to identify possible growth industries in the
smaller centers in the region. Secondly, a questionnaire will be given to
priate entrepreneurs to assist the Planning Office, in: (a) identifying
specific industrial projects which could be promoted; (b) determining major
production bottlenecks; (c) assessing the availability of capital; (d)
establishing intra- and extraregional relationships; and (e) determining
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proper incentives. Thirdly, on the basis of the regional industrial survey
and the questionnaire to industrialists, the Planning Office will decide
which industrial sectors and subsectors should be promoted in each city/
region and will develop a program of localized incentives for each area.
The last stage would be the preparation of pre-feasibility or feasibility
studies for the selected industrial subsectors in each major city.

167. The present attempts to approach the locational problem in a
systematic fashion are useful, but their usefulness would be greatly
enhanced if they were combined with an overall national strategy for

their industrial sector in terms of decision as to which industries should
be stimulated at different stages of development.

J68. The analysis of existing regional industry and the questionnaire
to industrialists should be supplemented with information regarding trans-
port costs, urban infrastructure and demand data. Given the importance of
the location studies in determining the future development of the industrial
sector in Colombia, the staff working on these problems should be expanded.
2dvisors with experience in industrial location problems could be of great
assistance in arriving at sound location decisions and in developing
appropriate incentives to industry in the regicns if it is believed, after
study that such incentives would in fact be beneficial. Should the develop-
ment of an explicit national strategy be delayed, the information on market,
transpert costs and international competitiveness which could be included

in location preinvestment studies of particular industries would serve as
the basis for policy decisions with respect to that particular industry,
both in and outside the government.
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CHAPTER VIII

PROJECTED GROWTH AND ITS IMPLICATIONS FOR
TRADE, EMPLOYMENT AND INVESTMENT

369. In this chapter, an attempt is made to project the growth of the
Colombian market for manufactures by 1975. Consistent with alternative
assumptions of future economic growth (measured in terms of real gross
domestic product) estimates of physical production growth, foreign trade,
employment and investment in the manufacturing sector are developed. These
estimates are examined for consistency and judgments are offered as to the
feasibility of achievement within the allowed time period. Alternative
policy approaches are analyzed, wherever possible.

370, As Indicated in Chapter II, factory production increased at an
average annual rate of 6.4 percent between 1953 and 1967. The rate in the
first half of the period was substantially higher - 7.0 percent - falling to
5.8 percent in the second half of the period. The growth of the domestic
market 1/ for manufactures averaged 4.6 percent while the rate for the latter
half of the period fell slightly to 4.4 percent. This indicates that the
substitution of domestic production for imports proceeded at a more rapid
rate in the earlier period than 1in the later period. Exports, however, rose
more significantly in the latter period.

371. To illustrate this point, the tabulation below compares the actual
imports and exports in 1960 with what they would have been had they accounted
for the same proportions of the market as they did in 1953. The process is
then repeated for the year 1967 where actual imports and exports are compared
with what they would have been had they accounted for the same proportion

of the market or output as they did in 1960. The results in the form of
estimated imported savings and increased export earnings in millions of U.S.
dollars are shown in the following table:

1/ Defined as production plus imports minus exports.
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Table VIII-1: HYPOTHETICAL IMPORT SAVINGS AND EXPORT
EARNINGS
(million US$)

Non-durable
Consumer Intermediate Other Total
Goods Goods Goods Manufactures
Imports Exports Imports Exports Imports Exports Imports Export

Actual 1960 27.9 0.6 184.6 11.3 240.6 '2.2  453.1 14.1
Hypothetical 1960 52.2 1.0 324.4 5.9 302.4 0.4 679.0 7.3
Saving for

Colombia +24.3 -0.4 +139.8 +5.4 +61.8 +1.8 +225.9 +6.8
Actual 1967 25.0 3.0 165.0 45.9  243.3 6.7 433.3 55.6
Hypothetical 1967 38.8 0.8 2649.2 15.0 324.5 3.0 611.5 18.8
Saving for

Colombia +13.8 +2.2 +84.2 +30.9 +81.2 +3.7 +179.2 36.8
Source: Based on data in Appendix Tables 23 and 24.

372. As is apparent from the foregoing table, the major import savings

and export earnings have been realized in intermediate goods. The 'other"
category which comprises capital goods, consumer durables and miscellaneous
products also showed considerable import savings. In the field of non-

durable consumer goods, both import savings and export earnings were relatively
small.

373. Projections of the Colombian market for factory output in 1975 are
presented below. The assumptions underlying these estimates are as follows:

(a) because of uncertainty of the rate at which gross domestic
product will rise, four alternative projections are presented
based on a rise of 5, 6, 7 and 8 percent per annum in gross
domestic product;

(b) consistent with each of the foregoing assumptions is a rate
of growth of the domestic demand for manufactures; past
experience within Colombia indicates that changes in the
overall market demand for manufactures tend toward equality
with changes in GDP within a fraction of 1 percent;

(c) within the total increase in market demand, the commodity
composition of growth in market demand is expected to follow
more closely the 1960/67 pattern than that of the earlier
period;
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{d) 1income elasticities of demand of 0.8 for non-durable
consumer goods, 1.0 for intermediates and 1.5 for
"others' 1.e. capital goods, consumer durables and
miscellaneous, are assumed. These rates, coupled with
1967 weighta for market share are consistent with a
unit income elasticlty for manufactures, taken as a
whole.

374, The following tzble summarizes the past rates of change in real
gross domestic product and in the internal market for broad categories of
manufactures and projected rates of growth in line with the assumptions
stated above,

Table VIII-2: AVERAGE ANNUAL RATE OF GROWTH IN GROSS
DOMESTIC PRODUCT AND IN THE MARKET FOR
MANUFACTURES BY CATEGORY

(Percent)
Actuwal ___ . Projecred _
1953-60 1960-67 1967-75
Changes in Gross Domestic
Product 4.4 4.7 3 7 7 8
Total Internal Market 4.7 4.4 5.0 7.0 7.0 8.0
Non~durable consumer goods 3.9 4.4 4.5 5.3 6.1 6.9
Intermediate goods 7.1 4.4 5.5 8.5 7.5 8.5
Others 3.2 4.4 5.5 7.0 8.5 10.0
of which Durable Consumer
Goods (6.7) (8.8)
Capital Goods (1.7) (1.8)
Miscellaneous (6.3) (7.2)
Relation of Production to Domestic Market
375. Table VIII-3 below shows (a) the past relation of prc.uction

growth to demand growth, and (b) the estimated production growth as compared
to the demand estimates formulated above. The assumptions underlyling these
production estimates are as follows:

(1) Non-durable consumer geods output increases at the same
rate as internal demand.

(2) Intermediate goods output rises 2 percent per year faster
than internal demand.

(3) Production of "Other"” goods rises at rates of 7-1/2 - 12 percent
per annum as compared to internal demand growth of 5-~1/2 - 10
percent. The 7-1/2 -~ 12 percent 18 made up of an increase of
only 1 percent per annum higher for production than the domes-
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tic market for durable consumer goods and miscellaneous and a
4~1/2 percent increase per annum in production over market
demand for capital goods. Such a rate of increase would about
maintain a negative trade balance of 30 million per year in
the former categories as compared to $35 million in 1967 (see
Table VIII-6). A spread of 4-1/2 percent per annum, as for
capital goods, would imply Colombia becoming a net exporter

in these categories by 1971, which seems highly unlikely. Of
course, lower prices for durable consumer goods, would increase
local demand and since there is excess capacity in electrical
appliances, it is suggested that policies conducive to price
reduction be undertaken (see paras 283-85 above). This possi-
bility is not allowed for above, since it 1is unclear which
catagories of demand would be affected adversely and by how
much, 1if such actions were taken to change relative prices.

Table VIII-3: RELATION OF RATES OF GROWTH OF MARKET AND
PRODUCTION BY CATEGORIES OF MANUFACTURES -
PAST AND PROJECTED

(Percent)
Growth Rates
Gross Domestic 1953/60  1960/67 196775
Product 4.4 4.7 5 6 7
Non—durable
consumer goods
Market 3.9 4.4 4.5 5.3 6.1 6.9
Production 4.3 4.6 4.5 5.3 6.1 6.9
Intermediate goods
Market 7.1 4.4 5.5 6.5 7.5 8.5
Production 12.8 6.9 7.5 8.5 9.5 10.5
Others
Market 3.2 4.4 5.5 7.0 8.5 10.0
Production 12.6 10.1 7.5 9.0 10.5 12.0
Total
Market 4.7 4.4 5.0 6.0 7.0 8.0
Production 7.0 5.8 5.9 6.9 7.9 8.8

Sources: Banco de la Republica, Cuentas Nacionales 1950-67 and Appendix
Table 9.
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376. It will be noted that in consumer non-durable goods, production
had risen faster than internal demand in earlier periods; the growth rate
of production was 0.4 percent higher than demand in 1953-60 and 0.2 percent
higher in 1960~67. 1t is assumed that they will grow at equal rates in the
future because import substitution possibilities appear limited. Also,
some liberalization of import prohibitions on consumer non-durables would
appear desirable as a prelude to making these industries more export-
oriented. As has been indicated earlier, export potential in this field

is large but may take years to become effective. Our estimate implies no
appreciable rise in exports of consumer non-durables. To the extent such
an increase did transpire, it would raise the production growth rate above
the market growth rate for consumer non-durables. For most non-durable
goods industries, there is substantial production potential in that only
one shift is worked in most clothing and footwear factories.

377. For intermediates, as we noted earlier, the import substitution
rate had already slowed noticeably in 1960-67 as compared to the earlier
period, the gap between production and market growth rates dropped from

5.7 percent to 2.5 percent per annum. Our projection is for the gap to
decline to 2 percent, which would mean that by 1975 production would be
equal to internal demand, with exports offsetting imports, as compared to
net imports of USS119 milliom in 1967. This implies that exports of inter-
mediates (chemicals, petroleum, etc.,) which rose sharply from $11 to $46
million between 1960 and 1967, would continue rising to offset a variety of
imports which probably cannot be substituted at all or economically such as
non—-ferrous metals and metal products, specialized chemical and paper pro-
ducts, etc. Most of these industries are on a two or three shift basis, so
that unused capacity is limited. Expansion of output will generally require
investment in new capacity, except perhaps in metal fabricating.

378. For '"other” products, notably capital goods and consumer durables,
the estimates are necessarily less precise. The domestic production base is
small, it constitutes only 12 percent of manufacturing output and comprises
a number of specialized producer goods as well as such consumer durables

as furniture, tires, appliances and motor vehicles. From this small
variegated base past production increases were 12-1/2 percent and 10 percent
per year in the earlier two seven~year periods. Our projections call for

an increase of 7-1/2 to 12 percent per annum for an 8-year period, a form—
idable task. To achieve these rates of growth will require substantial new
investment, except in appliances, improvement in the existing organization
of work and perhaps creation of a number of large new firms with experienced
management.

379. Table VIII-4 below sets forth in summary form the projections of
1975 market and output for manufactures by categories. The differences
between market and output projections are conceptually accounted for by net
trade, although in any particular year inventory changes not allowed for
could be significant.
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Table VIII-4: PROJECTIONS OF COLOMBIAN MARKET FOR
MANUFACTURES BY CATEGORIES
(million US$ - constant prices)

1967 1975 Altermatives
5% 62 7% 8%

Non~durables

Production 1,336.5 1,901 2,020 2,146 2,280

Market 1,358.5 1,932 2,054 2,182 2,318
Net Trade -22.0 =31 -34 -36 -38
Intermediates

Production 764.6 1,364 1,469 1,580 1,700

Market 883.7 1,357 1,462 1,577 1,698
Net Trade -119.1 +7 +7 +3 +2
Others

Production 272,1 485 542 604 674

Market 508.7 781 674 977 1,091
Net Trade -236.6 =296 -332 =373 ~-417
Total

Production 2,373.2 3,750 4,031 4,330 4,654

Market 2,750.9 4,070 4,390 4,736 5,107
Net Trade -377.7 ~320 =359 -406 =453
*Net Trade; Net Imports = 1 Net Exports = +
Source: Appendix Table 9.
Employment Implications
380. If factory output achieved levels projected for 1975, the output

levels at the various alternative GDP levels could rise from the 1967 level
by 58 percent for the low alternative and 96 percent for the high alternatiwve
Clearly, employment would rise more slowly because output per employee could
be expected to rise, as it does everywhere else, with better facilities,

improved layout, learning from previous experience by both management
and labor and other factors too numerous to mention.
much should be allowed for this factor.

The question is how
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381. Past experience over the period 1953-67 indicates that for
factory output as a whole, output per employee rose by an average 3.1 per-
cent over the entire period. Statistically, there appears to have been a
rise from 2.5 percent in the period 1953-60 to 3.6 percent in 1960-67. For
our present purpose, it would guffice to praject alternative estimates of
employment growth for factory Industry as a whole by use of a range of pro-
ductivity growth assumptions of 3 to 4 percent per annum as is done in the
table below.

Table VIII-5: EMPLOYMENT PROJECTIONS IN THE MANUFACTURING
INDUSTRY

(1967 = 100)

Production Output per Man Employment

Productivity growth assumptions 3% p.a. 4% p.a. 32 p.a. 4% p.a.
1967 100 100 100
1975 - A (52) 158 126.7 136.9 125 116
B (6%) 170 126.7 136.9 134 122
c (M 183 126.7 136.9 145 134
D (8%) 196 126.7 136.9 155 143

Sources: Appendix Tables 2 and 6 and Mission estimates.

382. Paid employment in factory industry was 283,000 in 1967 and total
employment, including unpaid personnel was 294,000. Consequently, applying
the above assumptions, total employment might rise by between 47,000 using
a low output, high productivity assumption and 162,000 using a high output,
low productivity assumption. A rise of 34 percent or about 110,000 would
be compatible with an 8 percent annual output increase and a 4 percent per
annum productivity growth or a 7.1 percent output increase and a 3 percent
productivity growth. For policy planning purposes this would appear to be
a reasonably attainable target in the light of present information and
policies. It is obviously not a maximum target and 1if appropriate policies
were adopted and implemented, it could be exceeded. Merely to achieve the
target would require, however -

(a) a growth in real gross domestic product of 6-7 percent
per annum above the 1967 level;

(b) a business climate conducive to high investment rates
in industry, including foreign investment;

(c) maintenance of a high level of foreign trade (see
implications for foreign trade below).
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383. The targets could be exceeded i1f the foregoing were achieved and,
in addition, a vigorous promotional effort for exports of consumer non-
durables were launched which increased exports in this category from
approximately $3 million in 1967 to US$50 million per year or more by 1975.
This would imply a vigorous export drive centering around clothing and
leather goods including footwear aimed primarily at mass markets like North
America and Europe. Another potential area for export promotion would
appear to be furniture.

Implications for Foreign Trade

384. The market and production models described above imply that
Colombia's negative trade balance in manufactures would not change
appreciably from US$378 million (US$433 million imports and US$55 million
exports) to about US$380 million by 1975. One possible trade model con-
sistent with the market and production projection for 1975 as compared
with 1967 is shown below.

Table VIII-6: PROJECTED NET TRADE IN MANUFACTURES
(US$ million)

1967 1975
Net ~ Net
Trade Exports Imports Trade Exports Imports
Consumer non-
durables - 22.0 3.0 25.0 - 35 5 40
Intermediates -119.1 45,9 165.0 + 5 130 125
Others -236.6 6.7 243.3 -350 20 70
of which
Capital goods (201.8) (3.4) (205.2) (-320)
Consumer durables (23.6) (2.7) (26.3) (-20)
Rest (11.2) (0.6) (11.8) (-10)
Total -377.7 55.6 433.3 380 155 535

+ net exports
- Net imports

Sources: Appendix tables 23 and 24 and Mission estimates.

385. In this model, the major anticipated changes in the trade pattern
are the continuing large import substitution in intermediates and a sizeable
increase in the exports of intermediates offset by a large increase in im-
ports of capital goods. In consumer non-durables, increases in both exports
and imports are modest and point to the basic assumption that trade patterns
in that sub-sector will be little changed, reflecting mainly income growth
transmitted to increased imports of pharmaceuticals and foreign language
publications which cannot be effectively substituted for by domestic output.
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386. In the "other" category composed mainly of capital goods and
consumer durables, the volume of net trade is projected to riae rshaprly
because of a rise in capital goods imports. To keep imports from rising
further than projected will necessitate domestic ocutput rising from 53 per-
cent of the market in 1967 to over 60 percent by 1975, because of rapid
market growth.

3a7. In intermediate goods, net trade for 1975 is assumed to be barely
positive (US$5 million per year) as against a negative balance of US$119
million in 1967. The gap is assumed to be closed by a major increagse in
exports and a small net decline in imports. On the import side, reductions
are expected in paper and chemicals, which together, accounted for about

60 percent of the imports of intermediates but imports of base metals will
likely rise because of Colombia's inadequate non-ferrous metal resource base.

388. Steel imports may be reduced if the new sheet mill is in operatiom
by that time., The anticipated reduction in imports of about US$40 million
appears attainable but only barely so.

389. On the export side, the projection requires an increase from US$46
million ftn 1967 to US$130 million by 1975. 1967 exports of intermediates and
our estimated export potential for 1975 are set out in the following table.

Table VIII-7: EXPORT POTENTIAL OF SELECTED MANUFACTURED
PRODUCTS

(million USS$)

1967 1975
Wood products 3.3 10
Metals and metal products 2.5 40
sub total 5.8 50
Others 40.1 80
of which
Textiles 7.1
Paper 8.6
Leather 2.4
Chemicals 2.9
Non-metallic minerals 5.7
Petroleun 13.4
Total 45.9 130

Source: Appendix Table 24 and Mission estimates.
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390. Wood. The first two items, wood products and metal and metal pro-
ducts require special explanation. Our estimates are based on the knowledge
of specific investment undertakings, which are under consideration now. In
wood products, there are several sawmill peojects and at least one plywood
project clearly oriented for export. At least one large American company is
undertaking an investment program which would yleld an estimated US$10 million
& year in exports. Other proposals are also under consideration. It would
require the export of about 200,000 cubic meters of sawn wood (or its equiv-
alent in other wood products) in addition to the 1967 exports to attain the
US$10 million export target.

391. Metals. In metals, the ferro-nickel project has been under discus-
sion for several years and if put into operation on the scale projected by

its sponsors it would yield 37.5 million pounds (nickel content) of ferro-
nickel, conservatively valued at a metal price of US$1l per 1b. Such a project
would probably require a physical investment in fixed assets of at least

US$75 million. (This project is discussed in more detail in Chapter X.)
Fxports would be in the form of ferro-nickel, an intermediate manufacture.

39.2 Other intermediates. The exports of other intermediates are inter-
mittent and are essentially dependent on capacity exceeding internal demand
and export prices being sufficiently attractive to cover cash costs with some
margin. It should be noted that fluctuations occur from year to year. Be-
cause new oll refining, chemical, paper and cement plants are being planned
gome excess capacity for export will be available and there are good grounds
for believing exports in these fields and perhaps also in textile and leather
can be expanded by 75 percent in 8 years. In fact, exports in these very
categories rose from US$40 million in 1967 to US$47 million in 1968, but

the reasons for cyclicality given above make it unwise to project such year-
to-year movements over longer periods. The export target for intermediates
as a whole obviously depends heavily on the early implementation of projected
foreign investment in wood products and nickel.

lnvestment Implications

393. The investment implications of the output rise projected above
must of course be taken into account. Between 1967 and 1975, the domestic
production rise is estimated at between US$1.5 billion and US$2.4 billion,
depending on the alternative assumptions of real income increase. The
breakdown by category for each assumption is shown in the following table:
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Table VIII-8: PROJECTED INCREASE IN OUTPUT BY 1975
(million USS - constant prices)

1967 GDP growth assumptions
Qutput 5% p.a. 6% p.a. 7% p.a. 8% p.a.
Non-durables 1,336 565 684 810 944
Intermediates 765 599 704 815 935
Others 272 213 270 332 402
Total 2,373 1,377 1,658 1,957 2,231
394, In the 7-year period ending 1966 1/ fixed investment was about

$800 million equivalent while gross production rose $778 million between

1960-67. Overall therefore the relation of new fixed investment to increased
gross output appears to be about one to one, but the ratio differs as between
industries. Our best estimates by categories are reflected in the following

table:

Table VIII-9: RELATION BETWEEN OUTPUT AND INVESTMENT GROWTH
(million US$ - Constant prices)

Gross Fixed
Gross Output Fixed Invest- Investment per § of
Increase ment 1960-66 gross output increase
1960-67 inclusive (rounded)
Non-durables 361 235 0.65
Intermediates 284 470 1.65
Others 133 95 0.70
Total 778 800 1.00

Sources: Appendix Table % and DANE, Boletin Mensual de Estadistica, Nos. 148,
170, 180, 201 and 207.

1/ Our estimates of output are lagged one year behind fixed investments to
allow for start-up delays and the fact that partially completed plants
reflected in investment figures do not customarily yield out correspond-
ing to investment.
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1f we apply these ratios to projected output increases shwon in Table VII1I-8
of para 394 above, we arrive at the following alternative estimates of future
fixed investment for the period 1967-74,.

Table VIII-10: PROJECTED INVESTMENT IN MANUFACTURING

(million US$ - constant prices)

Consistent with production increases related
to GDP growth of:

Non-durables 370 440 530 610
Intermediates 990 1,160 1,340 1,540
Others 150 190 230 280

Total 1,150 1,770 2,100 2,430
Actual 1967 150 152 152 150
Average for 1968-74 195 230 280 325

Source: Mission estimates.
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CHAPTER IX
CONCLUSIONS

395. Manufacturing (excluding handicraft) has slowly increased its

share in Colombia's national income from 12 percent of GDP in 1953 to 16
percent in 1968. 1In 1969, there was probably a further small increase al-
though detailed data are not available to indicate the gain more precisely
(Chapter 1) the Mission's projections (Chapter VIII) indicate that industrial
output will grow somewhat faster than GDP in the near future.

396. The growth rate of Colombian manufacturing (in real terms) was
approximately 6.4 percent per annum in the period 1953-67 (Chapter II).

The growth was uneven in time and as between branches. The growth rate

was greater in the first half of the period (1953-60), 7.0 percent per
annum, than in the second half, 5.8 percent. Certain branches grew more
rapidly than the sector as a whole, notably intermediates and durable goods.
These latter are at the present time of lesser importance in Colombia than
nondurable consumer goods and intermediate industries.

397. Colombia's manufacturing sector is characterized by many small
plants, often catering to regional rather than national markets, resulting
partly from a difficult transport problem influenced by a unique topography
(Chapter III). Financing of expansion or new ventures is less easy to
arrange for small family type firms than for the larger corporations. The
latter are in a position to attract funds more readily and/or on better
terms because of their access to the limited public capital market.

398. The limitations of the capital market have been accentuated by a
mix of policy measures which directed local capital away from private in-
dustrial investment to social overhead and agricultural projects. These
measures have led to high and rising interest rates, not only in nominal

but also in real terms. This, combined with a tax structure which inhibits
private investment (e.g. an excess profit tax) suggests prompt conslideration
of measures which would enhance the inducements for industrial investment
and the accompanying employment opportunities.

399, Governmental policies on protection of industry have resulted in
industrial expansion. In some cases, industry has been the beneficiary

of excessive levels of protection against import competition generally.

The net effect of excessive protection has been a price level for some in-
dustrial goods, above that while would have prevailed had the policy been
less restrictive, particularly as to quantitative restrictions. The nature
and extent of these restrictions 1is developed in Chapter V and suggestions
for changes in specific industry branches are made in Chapter VI. The
annexes on specific industries contain more detailed information and dis-
cussion of comparative prices in Colombia and foreign markets.
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400. Specific suggestions which might assist in improved utilization of
existing capacity in textiles, clothing, leather and electrical appliances
are made in Chapter VI, Market studies of export prospects in clothing,
leather and furniture are advised while regional study on petrochemical
prospects for Andean Group integration is specifically recommended. The
likely impact of the removal of quantitative import restrictions on spe-
cific Colombian industries (e.g. textiles, leather, paper) is described.
The anatomy of durable goods branches 1is analyzed indicating the large
employment role played by repair shops, particularly in regard to motor
vehicles and other transport equipment. In motor vehicles, tariff and
taxation changes are suggested and the evidence for emphasizing truck
production over passenger cars is presented.

401, The procegs of industrialization of Colombia has taken place in
Colombia's four distinct regions. Industrial production in Colombia, un-
like that in other Latin American countries, is distributed among four
major urban centers and several smaller industrial cities. Two basic
characteristics of the manufacturing sector in Colombia -- the fragmenta-
tion of a small market for manufactured products and a tendency toward
small and frequently unutilized capacities -- are closely related to this
regional development of industry. Economies of scale are more significant
in the capital-intensive industries like chemicals, paper, appliance and
vehicle production than in the presently predominant non-durable consumer
goods branches. 1In such cases, if economic waste is to be minimized, gov-~
ernment decisions affecting industrial location choices need to be based
on careful studies of alternative sites taking account of transport cost
differentials.

502. Because of the understandably keen interest in fuller and more
productive employment of the labor force, growth projections for manufac-
turing to 1975 were prepared consistent with alternative growth rates for
the economy as a whole (Chapter VII). These projections and their impli-
cations for employment, foreign trade and investment are necessarily ten-
tative. It is appreciated that with more detailed study they could be
made more useful and probably modified in gome cases. They are meant to
be construed as an indication of altermative paths of change rather than
as definitive forecasts.

403. Colombian industrial development has been moderate in degree and
avolutionary in its rate of change. The impact of industrial growth on
2mployment has also been limited and gradual, and not up to the expecta-
tions held in some quarters. The outleok, based on cur projections, is

for further moderate and slightly accelerated growth in output and employ-
ment opportunities, given the continuation of present policies. Our spe-
cific policy recommendations are intended to help improve the utilization
of existing resources (labor, capital, etc.) and to channel new resources
to branches, so located as to be economically competitive and thus benefit
the economy as a whole, as well as the particular branch. The major growth
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opportunities aside from further import gubstitution in intermediate pro-
ductg, lie in promotion of exports of non-durzble congsumer goods (clothing,
footwear and leather products for example) produced efficiently to the spe-
cifications of foreign markets. Both in this field and in capital goods,
producers will need to make strenuous efforts to meet a more demanding,
sophigticated market than has been encountered thus far in the production
of consumer goods for a sheltered domestic market.



PART TWO: THE EXTRACTIVE INDUSTRIES
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CHAPTER X
MINING
Introduction
404, For the purposes of the discussion in this chapter, mining consists

of the extraction from underground mines and open-pits and quarries of non-
metallic and metallic minerals, precious stones and metals and coal and,
where appropriate, their primary transformation such as concentration, smelt-
ing or processing. It excludes the production of petroleum, petroleum de-
rivatives and natural gas, which is covered in the following chapter.

405. Colombia has the largest known coal reserves in Latin America, is
the world's only important producer of emeralds, the leading producer in
South America and the eight largest producer of gold in the world and the
only producer in South America and the fourth largest producer of platinum
in the world. However, known resources of metallic minerals are not im-
posing and, given the present incomplete stage of geological investigation,
the extent to which Colombia is endowed with mineral resources cannot be
fully determined.

406, This chapter is based on information obtained in meetings with

the Minister of Mines and Petroleum, the management and gtaff of the In-
stituto de Fomento Industrial (IFI), Empresa Colombiana de Minas (ECOMINAS),
Colombiana de Mineria (COLMINAS), Instituto de Investigaciones Geologico
Mineras (INGEOMINAS), Hanna Mining Company, Chevron Petroleum Company of
Colombia, Carbones del Carare, Asbestos Colombianos and Kaiser Englneers

and a review of published literature on aspects of the mining sector in
Colombia.

Contribution of the Mining Sector to the Economy

407, In the past, mining has played a comparatively minor role in the
economy of Colombia. This is evident from the contribution of the mining
sector to gross domestic product in 1968, which was 0.6 percent or 568.3
million pesos. 1/

408. The sector is not a2 major source of employment. The most recent
cengus, which was- taken in 1964, registered only 73,000 workers engaged in
mining, or slightly more than one percent of the economically active popu-
lation of the country. This number probably includes the 8,000 workers
engaged in the production of petroleum. An indication of the activity of
the gector is given in the data on mining concessions. As of mid-1969 there

1/ This figure will not coincide with that given in the National Accounts,
because it excludes petroleum.
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were only about 150 active concession contracts in all branches of mineral
development. According to the Minister of Mines and Petroleu, only 47 of
these concessions were in exploitation as of June 1969. This number includes
captive mines, such as the iron ore, coal and limestone mines supplying
Acerias Paz del Rio and limestone quarries exploited by cement companies,

but excludes a few generally small scale mining operations on private pro-
perties, for which national concession contracts are not required.

409. Although Colombia has 1n the past been a net importer of minerals
and mineral products (see Table X-4), the mining sector has obvious export
potential. In the medium term the implementation of the Cerro Mayoso nickel,
Cerrejon coal and Campamento asbestos projects (see gection on Mining Poten-
tial) would increase foreign exchange revenue by an estimated 63 million
dollars per year. In the longer term the discovery of sizeable lead, zinc,
or copper or bauxite deposits may lead to projects based on their exploita-
tion.

410. However, as in other forms of industrial activity in Colombia, the
mountainous topography and the resultant high cost of inland transport makes
it difficult for low-value materials, such as non-metallic minerals and coal,
to be placed at the ports of export at internationally competitive prices.
The granting of the 15 percent tax credit certificate (CAT) on some mineral
exports after January 1, 1969 is likely to influence a greater export orien-
tation by the mining industry.

411. The mining sector in Colombia lacks organization, as evidenced by
the absence of reliable statistics of mine production, except for precious
metals and emeralds, employment and investment. The only regularly publish-
ed production figures are those appearing in the U.S. Bureau of Mines Year-
book. Other data are contained in the Memoranda of the Minister of Mines
and Petroleum of the Congress, which give partial volumes, and occasional
publications by the Ministry of Mines and Petroleum and the Planning
Department. In general, Colombian mineral data must therefore be regarded
as uncertain and the various sets of published production figure: as not
necessarily comparable. Any conclusions drawn from a combination of these
figures, as has been attempted in Table X-1, have therefore to be qualified
in this regard. The situation will, however, be somewhat improved when the
results of the 1969 Mining Census, which is now being conducted, are made
available.

412, The growth of the mining sector as a whole has been sluggish over
the past decade. In fact, while the gross value of mine preoduction in
current pesos increased from 499.4 million pesos in 1962 to 842.7 million
pesos in 1969 (see Table X-1), production in constant pesos terms increased
by only about 4 percent in thig period. This was recognized by the Lleras
administration, which progressively enacted legislation designed to sti-
mulate exploration and development of the country's mineral resources and
their subsequent exploitation. It is too early to assess the extent to
which the proper incentives have now been provided.
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Table X-1

Break-down of Mine Production in 1962 and 1969

(excluding emeralds)

_1962 _ 1969
Value Quantity Value Quantity
Million Percent (thousand Million Percent (thousand
Current tons) Current tons)
Pesos Pesos
Mineral Fuels
Coal 165.0 33.0 3,000 24,8.8 29.5 3,317
Coke 50.h  10.1 360 _65.2 7.7 165
Su.b"tota.l 215014 hB ol 31)4-0 3702
Precious Metals
(thousand troy oz.)
Gold 125.0 25.0 397 133.8 15.9 218.9
Platinum 6.8 1.4 17 _78.4 9.3 27.8
Sub-total 131.8 26.L 212.2 25.2
Non-Metallic Minerals
Limestone 16.0 3.2 3,200 127.7 15.2 ,258
Salt 29.h 5.9 305 87.4L 10.4 678
Clays and Felspar 39.5 7.9 Sy 39.8 h.7 681
Gypsum 9.1 1.8 83 18.2 2.2 151
Sulfur L.l 0.8 10 5.8 1/ 0.7 12
Sub-total 98.1 19.6 278.9 33.2
Metallic Minerals
Iren Ore 37.4 7.5 680 16.2 1.9 352.
Lead, zinc and
mercury 1.4 0.3 1 L. 0.5 1
Sub-total 38.8 7.8 20.3 2.4
Others 15.3 3.1 17.3 2.0
TOTAL 100.0 8L2.7 100.0

1/ Mission estimate

1962: U.S. Department of the Interior, Minerals Year book 1963;
1969: U.3. Department of State, Embassy Report No. A-196 dated
April 28, 1970.

Sources:
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Structure and Growth

413. Mining in Colombia has traditionally been based on the extraction
of high value, low tonnage commodities, such as emeralds, gold, platinum

and silver, coal and salt. More recently some new small-scale mines have
been opened up to extract both metallic minerals (lead, zinc, and mercury)
and non-metallic minerals (sulfur, limegtone, clay , gypsum and silica sand).
It is noteworthy that only three minerals (coal, gold and limestome) had
production values in 1969 in excess of 100 million pesos each. With the
exception of emeralds and salt, mine production is entirely in the private
sector.

414, The value and quantity of mine production broken down by winerals
groups for the years 1962 and 1969 is shoun in Table I. It will be seen
that in physical terms production of non-metallic minerals increased sub-
stantially, while that of mineral fuels was largely stagnant and that of
metallic minerals and precious metals declined sharply. Salt mining is
currently one of the most dynamic elements in the sector; production in-
creased from 305,000 tons in 1962 to 678,000 tons in 1969, which corresponda
to an average growth rate of 12.1 percent per annum. In the same period
production of limestone increased from 3.20 million toms to 4.26 million
tons, a growth of 4.2 percent per amnum, and gypsum from 83,000 tons to
151,000 tons, a growth of 8.9 percent per annum.

415. On the other hand, production of mineral fuels showed only a
slight increase in the period 1962 to 1969. In precious metals, gold pro-
duction fell sharply from 397,000 troy ocunces to 1962 to 218,900 troy ounces
in 1969, a total reduction of 44.9 percent, while platinum production rose
by 63.5 percent from 17,000 troy ounces to 27,800 troy ounces. Production
of irom ore decreased by 48.2 percent from 630,000 tons to 352,000 toms

in the same period.

Present Production

416. A brief review of present mining operations by mineral groups
follows:

Mineral fuels

417. Colombia has an estimated 18 billion tons of known coal reserves,
which are the largest in Latin America. Production used to be entirely
geared to the needs of the domestic market, with Acerias Paz del Rio pro-
ducing about 750,000 tons of coking coal per annum for consumption in its
blast furnace at Belencito. However, the new anthracite mine at Landazuri,
Santander Department, the output of which (300/400,000 tons per annum) 1is
intended for export to Europe, may be the forerunver of a number of other
export oriented coal mining operationms.

Precious metals and precious stones

418. A major portion of Colombia's gold output is accounted for by a
consortium of five companies owned or controlled by the International Mining
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Corporation of the U.S. The production of these companies derives from
dredging operations and the Frontino underground mine in Antioquia Depart-
ment which in 1967 produced 25 perceat of the Colombian total.

419. As can be seen from Table X-2, the output of gold and silver
declined ateadily during the period 1960 through 1969, while that of pla-
tinum remained practically unchanges, except for 1969 when there was a mark-
ed increase. These production totals are only rough estimates as significant
quantities of gold, as well as platinum and silver, enter the contraband
trade.

Table X-2: PRODUCTION OF PRECIOUS METALS, 1960 TO 1969

Year Gold Platinum Silver

{thousand troy ounces)

1960 434 16.9 134
1961 _ 401 20.2 128
1962 397 14.1 132
1963 325 23.0 106
1964 365 20.6 131
1965 319 11.1 116
1966 381 15.7 107
1967 258 12.4 110
1968 240 15.1 100
1969 219 27.8 77

Sources: Minerals Yearbook, 1963 and 1968, U.S. Department of Interior.
Embassy Report dated April 28, 1970, Department of State.

420, The progressive decline in precious metals output stems partly
from depletion of the better grade deposits under exploitation and partly,
in the view of the Government, from a lack of vigorous development effort

on the part of the principal producers, which have large tracts of territory
tied up under perpetuity mining tiles. 1In an attempt to reverse this trend,
legiglation was introduced by the Government and approved by Congress in
December 1969. The intent of thig legislation will be discussed in the
section dealing with Covernment policies and a summary of it given in Annex.
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421, Colombia is the world's leading producer of emeralds. The majority
of the production has in the past been smuggled out of the country and has
not benefited the nation fiscally or in official exchange reserves. Regis-
tered emerald exports for the period 1960 through 1968 are shown in Table
X-3.

Table X-3: REGISTERED EMERALD EXPORTS, 1960 TO 1968

Year Thousand dollars
1960 0.1
1961 172.4
1962 118.3
1963 38.5
1964 290.7
1965 221.8
1966 75.2
1967 141.2
1968 1,412.7

Source: Ministry of Mines and Petroleum External
Trade of Mineral and Mineral Products,
1960-1968, September 1969,

422, The sharp increase in regigtered exports in 1968 is attributed to
Government efforts to improve controls and provide incentives for legitimate
trade. At the beginning of 1969 the responsibility for the production of
emeralds was transferred from the Bank of the Republic to the Colombian
Mining Enterprises (Empresa Colombiana de Minas, ECOMINAS), the newly creat-
ed operating arm of the Ministry of Mines and Petroleum. For the first eight
months of 1969 registered emerald exports were running at an annual rate in
excesg of US$3 million.

423, The Ministry of Mines and Petroleum estimates that the ‘nnual
value of emerald production in Colombia may exceed US$10 million, nearly
all of which is exported through legitimate or contraband channels. This
would make emeralds a more important mineral product by value than gold and
or a par with coal.

Non-metallic minerals

424, Colombia is well endowed with non-metallic minerals for the
construction industry, such as limestone and gypsum (for cement), clay
(for bricks), silica sand (for glass) and marble. Salt is another impor-
tant non~metallic mineral, the production of which is being stimulated by
the current expansion programs for the caustic soda industry.
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425. Present production of phosphates is small and is being sold in
ground rock form. A simple superphosphate plant at Ventaquemada, Boyaca
Department, with an annual capacity of 40,000 tons of phosphate (PZOS) units
is expected to go into operation in the second half of 1970.

426. As gtated in the preceding section, production of non-metallic
minerals is growing substantially and now ranks first in value among the
mineral groups.

Metallic minerals

427, Iron ore is the only metallic mineral mined in quantity. The
principal producer is Acerias Paz del Rio, which consumes about 500,000 tons
of ore per annum in its blast furnace at Belencito, including a large pro-
portion of fines which had to be stock-piled before the commissioning of

the sinter plant in late 1968. Exploitable iron ore reserves in the vici-
nity of the plant are estimated at 66 million tons with an iron content
ranging from 42 to 47 percent, phosphorus content of 1.1 percent and sulfur
content of 0.1 percent.

428. Aside from iron ore, less than 10 tons per year of mercury is
extracted, while minor quantities of lead and zinc concentrates are pro-
duced, essentially as by-products from gold mining operations.

Mineral Trade

429, Colombia is a net importer of minerals and mineral products.
Statistics of the commercial trade balance for minerals and mineral pro-
ducts for the years 1960 to 1968 are shown in Table X-4 below. These
figures exclude imports and exports of finished and semi-finished ferrous
and non-ferrous metal products, finished non-metallic mineral products
and petroleum and petroleum derivatives. Sales of gold to the Bank of
the Republic constitute the major portion of exports, except in 1968 when
they were almost matched by platinum. Inorganic chemical products rather
than minerals are the leading import item. )

430. As stated above these statistics do not include indirect mineral
exports, such as cement, asbestos cement and glass, which together amounted

to over US$6 million in 1968.

431. By 1975 the Ministry of Mines and Petroleum expects the Cerro
Matoso nickel, Cerrejon coal and Campamento asbestos projects, which are
described in the following section, to be in full operation. The export
of their production, which i3 estimated to yleld approximately US$63
million in foreign exchange per annum, would not only wipe out the mineral
trade deficit, but result in a substantial surplus.
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Table X-4: TRADE IN MINERALS AND MINERAL PRODUCTS

(excluding petroleum and petroleum products)

Year Imports Exports /a Net Imports
c.i.f. f.o.b.
——w————million dollars
1960 13.3 9.6 3.7
1961 14.4 11.7 2.7
1962 17.7 13.0 4.7
1963 22.1 9.0 13.1
1964 23.1 14.0 9.1
1965 20.0 14.8 5.2
1966 34.3 11.3 23.0
1967 18.9 9.8 9.1
1968 22.9 13.8 9.1

/a including sales of gold to the Bank of the Republic.

Source: Ministry of Mines and Petroleum, External Trade
of Minerals and Mineral Products, 1960-1968,
September 1969.

432, For comparison purposes the export in 1968 of petroleum and
petroleus derivatives amounted to US$50.8 million and that of manufactured
goods to approximately US$71 millionm.

Mining Potential

433. As stated in the introductory section, the extent of Colombia's
mineral resources has not been fully determined at the present time. 1In
fact, the Ministry of Mines and Petroleum estimates that only about 20
percent of the possible mineralized area in Colombia has been investigated.
Sufficient exploration and development work has, however, already been done
on a number of deposits to show that they could be economically exploited.
A summary of the more important mineral deposits and their possible method
of exploitation 1s given below. The location of these depesits is shown in
Appendix 4 and further details are given in Appendix 5.

434, Indicated reserves of approximately 460 million tons of phosphate
rock have been discovered in various locations along the Eastern Cordillera,
ranging in grade from 15 to 30 percent phsophate (P,0.). Certain of these
deposits may be sufficlently extensive and high grade to supply the ferti-~
lizer demands of the country. A note on the cutlcook for exploration of

and fertilizer production from these phoephate deposits is giwen in Appendix
3.
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435. The most promising deposit is located near Sardinata, North
Santander Department, with a good grade of close to 30 percent P;0g. Sulfur
for the production of sulfuric acid required to process the rock to single
or triple superphosphate could most economically come from the Maracaibo
district of western Venezuela., A feasibility study shows that the pro-
duction costs of a plant located at Sardinata and sized in accordance with
the expected fertilizer demand of the surrounding region, would be fully
competitive with those of a plant located on the Atlantic coast using im-
ported phsophate rock. Further development work on the Sardinata deposit
appears to be contingent on a ruling from the Minister of Mines and Petro-

leum as to the mining title,

436. A project based on the exploitation of an asbestos deposit near
Campamento, Antioquia Department, is planned to be in operatiocn by the end
of this year. Annual mine production is rated at 25,000 tona of fiber,
just over one half of which will be exported.

437. There is a large limestone depesit near Durania, Cesar Department,
on which a sizeable export-oriented cement plant could be based. Another
limestone deposit near Villavicencio, Meta Department, may be exploited to
supply limestone for agricultural purposes, possibly by pipeline, to the
Llanos. ‘

438, A gypsum deposit near Mesa de los Santos, Santander Department,
is shortly expected to be brought into operation.

439. In the field of mineral fuels a great deal of work has been done
on the Cerrejon coal deposit, Guajira Department, which i3 located some
8-km from the Caribbean coast. Indicated reserves thus far amount to about
30 million tons. The coal, which has a low sulfur content, is expected to
be suitable for coking 1if blended with a selected hard coal. An export-
oriented project with an annual output of about 3 million tons and foreign
exchange revenue of approximately US$24 million is being contemplated.

440, A large deposit of coking coal has been found near Cucuta, North
Santander Department, and regsults of tests carried out to date have proved
satisfactory. However, there is insufficient demand for coking coal in
Colombia at present and the deposait could be economically exploited only

if the bulk of the production were exported. This would necessitate trans-
porting the coal some 280 km by road to Gamarra and from there by barge

to Cartagena Bay. The question of whether the coal could be placed at the
loading terminal at internationsally competitive prices has not yet been
invegtigated.

441. In the field of metallic minerals the outstanding prospect i1s the
Cerro Matoso nickel project in Cordoba Department. The project, which would
be the largest mining operation in Colombia, is for the production of 37.5
million pounds per annum of contained nickel in ferronickel, Negotiatioms
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between the Ministry of Mines and Petroleum and the prospective foreign
partners, Hanna Mining and Chevron Petroleum Companies, had reached an
advanced stage by mid-March 1970, when they were adjourned. They have

since been resumed, and there are good indications that the outgoing ad-
ministration is anxious to come to an agreement on the concession contract
before leaving office. 1/ This large project, if realized, would contribute
about US$37.5 million of exports to the US$63 million total of potential

new mineral exports referred to in the preceding section.

442, A description of the known mineral potential of the four zones
of the National Mineral Reserves (see section entitled "Government Insti-
tutions dealing with the Mining Sector') appears in Project Report (IR}
Co0-5 entitled "Advanced Summary of Mineral Resources Encountered in
Colombia' by the U.S, Geological Survey dated July 1968.

Government Policies Toward The Mining Sector

443, As mentioned earlier, mining has recently played a comparatively
minor role in the economy of Colombia. The Ministry of Mines and Petroleum
claims that there have been several causes for the slow development of the
sector in the past: First, there were no institutions responsible for the
planning of the sector and for the development of programs of investigation
and investment. Second, the information available on mineral resources was
quite limited. Third, there was a shortage of technically qualified per-
sonnel for the development of mining. Fourth, an anachronistic, inadequate
and in many instances contradictory mining code governed the relationship
between the State and private mining companies. Fifth, there was neither

a policy for domestic financing nor a clearly defined code for foreign in-
vestment in the sector.

444, In an attempt to correct these weaknesses, stimulate the develop-
ment of the mining sector and promote the exploitation of mineral resources
by domestic and foreign mining companies, the Government has evolved a policy
towards the sector which has the followlng declared aims: Firat the Ministry
of Mines and Petroleum is charged with the formulation of an official policy
on exploration, exploitation, refining, transportation and distribution of
minerals. Action on mining concession applications will be speeded up;
operations in the public sector are henceforth to be conducted through four
organizations, viz; the National Institute of Geological and Mining Surveys
(INGEOMINAS) , Colombian Mining Enterprise (ECONOMINAS), Institute of Nuclear
Affairs (IAN), and the Colombian Petroleum Enterprise (ECOPETROL). Second,

a systematic survey of exploitation mineral deposits will be undertaken on

a regional basis. Third, economic information will be gathered to provide
basic data for the planning of the sector and the identification of tech-
nically and economically feasible projects. Fourth, the Government will
provide financial assistance for the training of qualified personnel re-
quired for the growth of the mining sector. Fifth, the Government has

1/ An agreement was reported as having been reached during the summer.
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created a legal framework which permits the State to be associated in the
exploitation of the country's mineral deposits, and to cancel the mining
rights held by private concerns if they fail to explore, exploit and con-
tinue exploitation of the mineral deposits within stipulated periods.
Sixth, the Government will facilitate the raising of external funds for
the implementation of mining projects by permitting the repatriation of
capital and remittance of reasonable profits, and by exempting imported
mining machinery and equipment and spare parts from duty.

445, The degree of success the Government has had in speeding up the
exploration and development of the contry's mineral resources, excluding
uranium and petroleum, is apparent from the record of INGEOMINAS. The
extent to which recent decrees and legislation have stimulated exploita-
tion of these mineral deposits can be inferred from the progress made on
three types of mining projects - large projects requiring the participa-
tion of international mining companies; projects based on the exploita-
tion of non-metallic minerals and mineral fuels, such as phosphate rock,
asbestos, limestocn and coal; and traditional gold, platinum and emerald
mining operatioms.

446. INGEOMINAS was created in December 1968 to consolidate within one
enterprise the scientific functions carried out under the auspices of the
Ministry of Mines and Petroleum. After its formation it became the Colom-
bian counterpart organization for the USAID loan under which a national
mineral survey was initiated. INGEOMINAS is primarily engaged in geologic
mapping, using geochemistry and other modern tools, which will for the
first time give graphis expression to the rock and structural framework

of the country. These are the elements that control the occurrence of
mineral deposits and their determination is a most important first step
towards establishing the mineral potential of Colombia.

447. In view of the physical conditions of much of the country, the
preparation of geologic maps can be expected to be a long and hard task.
INGEOMINAS has, however, made a good start on this work and in the short
time it has been in existence, has developed into a competent organization
under capable management. It is therefore recommended that all basic pre-
investment work in the field of mineral surveys be channeled in future
through INGEOMINAS to assure that scarce personnel and resources be em-
ployed in a systematic of the mining sector and promote the exploitation
of mineral resources by domestic and foreign mining companies, the Govern-
ment has evolved a policy towards the sector which has the following de-
clared aims: First, the Ministry of Mines and Petroleum is charges with
the formulation of an official policy on exploration, exploitation, re-
fining, transportation and distribution of minerals. Action on mining
concession applications will be speeded up; operations in the public sector
are henceforth to be conducted through four organizations, viz: the
National Institute of Geological and Mining Surveys (INGEOMINAS), Colombian
Enterprise (ECOMINAS), Institute of Nuclear Affairs (IAN), and the Colom-
blan Petroleum Enterprise (ECOPETROL). Second, a systematic survey of
exploitable mineral deposits will be undertaken on a regional basis.
Third, economic information will be gathered to provide basic data for

the planning of the sector and the identification of technically and
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economically feasible projects. Fourth, the Government will provide fi-
nancial assistance for the training of qualified personnel required for
the growth of the mining sector. Fifth, the Government has created a
legal framework which permits the State to be associated in the exploita-
tion of the country's mineral deposits, and to cancel the mining rights
held by private concerns if they fail tc explore, exploit and continue
exploitation of the mineral deposits within stipulated periods. Sixth,
the Government will facilitate the raising of external funds for the
implementation of mining projects by permitting the repatriation of capital
and remittance of reasonable profits, and by exempting imported mining
machinery and equipment and spare parts from duty.

448. A summary of the evolution of the present mining code is given in
Appendix 3.
449, A second loan application to USAID for US$2 million essentially

to continue the programs begun under the initial loan, is now belng processed
and 1s expected to be approved shortly. The activities of INGEOMINAS are
largely controlled by the availability of funds. If additional sums of

money would be made available, through the Bank or UNDP, they could be used
by INGEOMINAS to purchase equipment to speed up both the mineral reconnais-
sance program now in progress south of Bogota and the phosphate rock drill-
ing programs.

450. The best example of a large mining project 1s the Cerro Matoso
nickel project, although the Cerrejon coal proiject may alsec fall into this
category. Compared with Hanna's earlier proposal, the project has been
increased in capacity and now includes a smelter. It has thus been made
to comply with Mining Law 60 of 1967, which requires mining companies to
process their output within the country to the extent that this is tech-
nically and economically justified. Negotiations on the concession and
joint venture contracts between the Ministry of Mines and Petroleum, Hanna
and Chevron and the principal local partners, the Instituto de Feomento
Industrial (IFI), were adjourned in mid-March 1970 when agreement was al-
most in sight and the effectiveness of the Govermment's intentio to sgpeed
up action on concession applications has yet to be demonstrated ior large
mining proijects.

451. In the field of non-metallic minerals and mineral fuels, the
start-up in March 1970 of the Landazuri anthracite mine and the proposed
construction, during the second half of this year, of the Campamento asbes-
tos project indicate that recent Government measures have been succesaful
in stimulating exploitation of the country's mineral depcsits. On the
other hand, the refusal on the part of the Government to grant the 15 per-~
cent tax credit for exports of asbestos fibers from the Campamento project
may seriously delay its implementation. There also appears to be some
avoidable delay in establishing the mining title to the Sardinata phosphate
deposits as between Chevron and IFI.

452. In the field of precious metals and emerald mining, the Govermment's
primary aims are to stimulate production and reduce the amounts entering the
contraband trade. While it is too early to draw conclusions, the effect of
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Mining Law 20 of 1969, which requires exploitation at an economic rate, and
the introduction of improved controls on production and export incentives
are judged to be steps in the right direction.

Government Institutions Dealing with the Mining Sector

453. The four institutions engaged in mineral exploration and development
and mining as defined in this chapter, are INGEOMINAS, ECOMINAS, IFI and its
mining subsidiary, Colombiana de Mineria (COLMINAS). As stated in the pre-
ceding section, INGEOMINAS and ECOMINAS are two of the four operating depart-
ments of the Ministry of Mines and Petroleum.

454, INGEOMINAS has already been referred to. A national geologic
gurvey organization is needed because private enterprise is generally not
in a position to assume the high cost of basic geologic research. INGEO-
MINAS has been conducting its work in certain pre-selected zones, consider-
ed exploration for commercial extraction. These zones, designated national
mineral reserves by the Ministry of Mines and Petroleum, are not open for
mining concession applications by private parties during the course of the
exploration program. The first program covered the period 1964-~1968 and
the second program, covering the period 1968-1973, is now being executed.
The areas of the national mineral reserves covered by these two programs

is listed in Table X-5 below and their location is shown in the attached
map .

Table X-5: NATIONAL MINERAL RESERVES
First Program 1964-1968

Location Area

- (kmZ)
Santa Marta area, Magdelena Department 16,000
Central Antioquia, Northern Caldas 22,600
Santander and North Santander 10,200
Cundinamarca and Boyaca 5,200
TOTAL 54,000

Second Program 1968-1972

Eastern Narino, Cauca, Tolima . 21,600
Antioquia, Caldas, Risaralda 24,000
Boyaca and North Santander 20,575
Boyaca and Santander 26,400
TOTAL 92,575

455. The results of the mineral resources survey in the areas covered

by the first program are now being published. Perhaps the most important
finding has been the discovery and preliminary investigation of phosphate
rock deposits along the Eastern Cordillera.
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456. ECOMINAS was established at the beginning of 1969 as the operating
arm of the Ministry of Mines and Petroleum in the field of mining. Its
functions are essentially similar to those of ECOPETROL in the petroleum
sector. Its immediate task was to take over the production and commerciali-
zation of emeralds from the Bank of the Republic. ECOMINAS 1is also now
involved in the development of the gypsum deposit near Mesa de los Santos
and of the small occurrences of copper which have been found in Antioquia
Department.

457. More importantly, however, ECOMINAS together with IFI and its
subsidiary COLMINAS, have been designated by the Ministry of Mines and
Petroleum as the Colombian partners in the Cerro Matoso nickel project.
It appears to be the Ministry's policy to have ECOMINAS exploit by itgelf
or in or in joint ventures with local or foreign mining partners mineral
deposits discovered by INGEOMINAS in national mineral reserves. At this
time ECOMINAS has not been in existence long enough, nor has it built up
a large enough staff, to permit meaningful comments on its capabilities.

458. IFI, which is owned 99.5 percent by the Government and 0.5 percent
by the Central Mortgage Bank and the Bank of the Republic, was established
in 1940 to assist in the promotion of new enterprises that were unable to
attract private investors. 1ts role was broadened in 1963 when it was
granted the powere of a private "corporacion financiera'. IFI has three
operational departments, including a mining department responsible for the
identification, promotion and implementation of mining projects. To date
IFI has made 16 loans and investments in the mining sector.

459, It has recently extended loans for the Landazuri anthracite and
Turmeque phosphate projects and is currently engaged in establishing the
technical and economic feasibility of the Cerrejon coal, Sardinata phos-
phate and Villavicencio limestone projects. As statee above, IFI will be
the principal Colombian partner in the Cerro Matoso nickel project. The
mining department of IFI, which consists of well qualified staff, appears
capable of playing a useful role in the development of the sector.

460. COLMINAS, which is owned 99 percent by IFI and 1 percent by Caja
Agraria, was established during the early part of 1968 as IFI's executive
arm in the area of mineral development and exploitation. At one time it
seemed as if IPI and COLMINAS would be the main instruments of State par-
ticipation in mining ventures, but the creation of ECOMINAS at the beginning
of 1969 appears to have restricted the scope of COLMINAS.

Summary and Conclusions

461. The need for the mining sector to make a greater contribution to
the economy of Colombia has long been recognized. Recent legislation has
been designed to stimulate the development of new mining projects and in-
crease the rate of exploitation of existing operations, while the granting
of tax credit certificates has been extended to cover certain mineral ex-
ports. Generally these measures are regarded as soundly conceived, but
they have not been in effect long enough to enable their full impact to

be assessed.
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462, The Government should strive to reach early agreement on the

Cerro Matoso nickel concession and joint-venture contracts, not only be-
cause the project would be an important source of foreign exchange (US$37.5
million per annum) but also because the contracts would demonstrate the
implications of the present, and so far untested, mining legislation. A
clear understanding of these implications and of the role of ECOMINAS in
joint ventures would facilitate a preliminary evaluation of potential mining
operations by international companies, which might otherwise not be willing
to commit funds for the development of mineral deposits in Colombia. On

the other hand, where foreign mining partners are not required, the situation
is much clearer and projects are being actively developed and implemented.

463. The sub-division of the Ministry of Mines and Petroleum's opera-
tional functions into four separate institutions may have brought about a
situation, in which no single insstitution can negotiate with interested
mining companies on all aspects of potential mining projects. The Ministry
may therefore wish to consider recruiting a small staff with a good under-
standing of the essentials of mining to deal with new projects in their
initial stages until such time as they can be turned over the ECOMINAS.

464. As far as the operational side is concerned, the existence side-
by-side of ECOMINAS and COLMINAS may not represent the best use of the
available qualified personnel. The Government may wish to investigate
whether these two organizations, in fact, have disparate functions and,

if not, whether a merger of their non-emerald mining activities would be
desirable. The production of emeralds, with its heavy emphasis on security,
is probably best handled by a separate entity, as was at one time envisioned.

465, The Ministry of Mines and Petroleum should take steps to introduce
a reporting system for mine production, employment and investment. Such a
system would permit more comprehensive statistics to be prepared and would
facilitate the planning of the sector - one of the declared aims of the
Ministry of Mines and Petroleum. :

466 . To ensure proper allocation of scarce resources all pre-investment
work in the field of mineral surveys should, in future, be channeled through
INGEOMINAS.
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CHAPTER X1
PETROLEUM

467. The Colombian petroleum industry was originally developed by pri-
vate firms, including such well known international oil firms as Standard

of New Jersey, Shell, Texaco, Chevron, Gulf and Mobil, all of which also
operate in neighboring Venezuela. Other smaller oil companies also operate
concessions such as Cities Service, Sinclair and several lesser-known com-
panies. The term of the original De Mares concession expired in the early
19508 and that property reverted to the State. An arrangement for a lO-year
operating contract was entered into between the former operator (a Jersey
Standard affiliate) and the State. 1In 1961, Ecopetrol, a state-owned enter-
prise, took over formal operations of the De Mares concession and the petro-
leum refinery at Barranca Bermeja. All other oil fields and refineriesg are
privately operated.

468. Table XI-1 summarizes the main facets of petroleum operations in
Colombia showing data separately for Ecopetrol and the private companies.
It indicates that Ecopetrol's share of crude oil output has been declining
since 1962, when it represented about 20 percent of the national total.

The absolute volume of crude oil produced by Ecopetrol reached a peak of
13.4 million barrels in 1964 (not shown in the table) and has since fallen
below 10 million barrels in 1969. On the other hand, private industry has
increased its output by 26 million barrels per year to a total of 67.3 mil-
lion in 1969, In addition to the very new ORITO field, a Texaco-Gulf 0il
operation in southern Colombia which produced 17.8 million barrels in 1969,
the data indicate that private oil output in the older areas of production
rose over 7 million barrels between 1962 and 1969, However, oil production
by private companies outside Orito, has fallen by 10 million barrels since
1965.

469, Natural gas operations in Colombia have not been of major signi-
ficance. In most fields there is a low gas-oil ratio. On the demand side,
the climate in the major population areas precludes a major derand for heat-
ing, and power generation except in the North and West is primcuily hydro-
electric. The main demands for gas are for energy in the North Coast and
for chemical processing; these are provided by short lines from oil fields
or refineries to processing plants or power stations.

470. Ecopetrol has expanded its refining capacity and has steadily
raigsed its output to about double the 1962 level, on the basis of increased
crude oil purchases from other producers. Whether the increased output has
been profitable i1s not clear. Of the 13 million barrel increase in crude
treated by Ecopetrol, almost 10 million has been exported. This rise in
exports, almost entirely in the form of fuel oil, constituted 87 percent by
volume of Ecopetrol's exports in 1969.
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471, Private refiners, whose output rose more slowly, exported about
25 percent of their refinery product in 1962 and less than 10 percent in
1969, of which over two-thirds was fuel oil. Domestic sales have increased
rather slowly, about one~third in a seven-year period. The rate of growth
has quickened in the last few years, which presumably reflects improved
highways, a larger automotive fleet, and perhaps improved gas station
service, Marketing is all in private hands, except for small sales by
Ecopetrol at the Barranca Bermeja refinery to other than the leading
marketers.

472, The two major refineries owned by Ecopetrol and Intercol (a

Jersey Standard affiliate) account for 90 percent of the refined products
output. The other five small refineries are operated mainly for field
purposes. Ecopetrol plans a new refinery in western Colombia of 40,000
barrels/day capacity, which would add about 30 percent to existing capacity.
This refinery should add an even larger proportion of light products (e.g.
gasoline) because it would have a crude (ORITO) better suited for such
products and it would likely be designed to maximize light products yield.
This additional refinery capacity should suffice to meet Colombia's internal
growth for at least five years.

473, Colombia's oll reserves should suffice to maintain crude oil
output at the 1969 level (76.8 million barrels) or higher for at least a
decade. The likely trend is that Orito output will reach 25-35 million
barrels per year, but that annual output in the northern fields may fall
steadily below the 59 million figure of 1969 as older fields become de-
pleted and/or more costly to operate. Total Colombian reserves are esti-
mated in trade journals at 1 billion barrels or more. Any substantial
increase in reserves would probably result from drilling in new areas,
such as the Llanos; some firms believe the discovery prospects are good
there but that costs may not warrant extensive exploration unless incen-
tives are increased.

474, The Orito crude now exported through Tumaco, the terminus of a
pipeline with a present capacity of about 36 million barrels per year, is
likely to be used in part for the new western refinery to be built for
Ecopetrol. While the site for the refinery had not yet been announced in
March 1970, it is likely to be either inm Cali or Buenaventura. Western
Colombia is now served by products shipped from northern ports through
the Canal or from the Ecopetrol refinery at Barranca Bermeja. The new
refinery should reduce overall transport costs for the economy and thereby
should somewhat improve the marketing returns of the existing refineries.
The new western refinery may have a capacity of 40,000 barrels per day,
which would require about half the crude available from the Orito field,
leaving the rest to be exported.

475. Curde o1l prices vary somewhat as between location and of course
with differences in quality. A price of US$1.80 per barrel at each coast
is estimated to be with 5 percent of the actual price realized by sellers
in arms-length dealings. However, it should be noted that the seller of
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crude can retain only 75 percent of the foreign exchange (about US$1.35)
and i§ required to surrender 25 percent of the sale proceeds to the Bank
of the Republic at a 9-1 peso rate, With the peso exchange rate at about
18 (March 1970), this in effect reduces the equivalent dollar price to
the seller by US$0.22-1/2 per barrel, to an estimated US$1.57-1/2.

476. The effect of this policy is to keep both crude and product prices
low. Price controls on refinery products and allegedly low marketing margins
also help to keep down product prices, particularly gasoline and diesel oil.
The controlled refinery price of gasoline, before excise tax, 1is about
US$0.6-1/4 per gallon, about ome-third below U.S. refinery prices. The
effect of controlled low petroleum product prices is to keep transport

costs (not necessarily charges) low as do price controls on rubber tires.

477. Since Ecopetrol is the largest refiner and is a large buyer of
crude on balance, its operations are particularly handicapped by low product
prices. 1If, as has been urged by both Ecopetrel and the private oil com-
panies, the Government were to raise the peso rate per dollar for the 25
percent surrender portion to or toward the prevailing exchange rate (about
18-1 in March 1970), the costs of crude oil to the refineries would be
raised. The squeeze on refiners, particularly Ecopetrol which bought over
16 million barrels on balance, would be considerable and would require sub-
stantial price increases on refiner products. It is this impact on tranmsport
costs if reflected in delivered prices of products, particularly those with
a heavy trangport costs component, that has prompted the Government to post-
pone its decision. Since about 85 percent of the gasoline is used in trucks
and buses, the incidence of higher gasoline prices would be mainly directly
on buginess costs or indirectly through higher transport fares causing cost
of living pressures on wages. The impact on personal passenger car owners
would be correspondingly small.

478. The profitability of the older oil fields is alleged to be in-
sufficient at present levels of prices and taxes, including the "reintegro',
to warrant extensive exploitation expenditures. The policies followed by
the private oil companies are congistent with this view and the view is
also supported by Ecopetrol. The impression left by our discussions with
Ecopetrol and the private companies is that incentives for new exploration
need to be increased either by reducing or eliminating the '‘reintegro",
which they prefer, or by some other incentive such as increased depletion
allowances. The Government has been understandably reluctant to act on
this issue before the elections, since the abolition of the 'reintegro’
might be interpreted as mainly a sop to foreign-based oil producers, even
though the benefits to Ecopetrol would also be substantial.

479. On the asumption that considerations of Government revenue logses
and possible political repercussions will probably delay further actiom to
increase appreciably producer realizations per barrel, it seems reasonable
to assume that exploration expenditureg will be limited to amounts which
are unlikely to raise output above the late 1969 level; output may indeed
fall somewhat. By 1975, assuming the Western refinery is in operation,
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refinery input is likely to approximate 60 million barrels, leaving about
20 million barrels of crude available for export almost entirely from
Orito. If domestic sales increase to about 43 million barrels (5 percent
per annum), product exports by 1975 are likely to approximate 12 million
barrels, 1/ with a value of say US$20 million , as against about 8 million
barrels valued at US$13.4 million in 1967. These refined product exports
are included in the total for intermediate manufactures in Chapter VIII

of Part I of this report. 1In addition, crude oil exports of say 20 million
barrels with a value of US$36 million (at current prices) are likely in
1975; the latter are not included in the projections of manufactured goods

exports.

480. Beyond 1975, the outlook is more speculative and dependent on
the degree of effort and success in oil exploration. A pessimistic view
would be that internal oil consumption would grow perhaps to 55 million
barrels leaving no refined products available for net export (in fact
there would be some imports of gpecialized refined products which would
be offset by exports of others). Crude oil available for export would
not increase and might decrease further if declining output from the
older fields were not offset by new discoveries. The crucial factor
will be whether new fields have been developed in the interim. If new
fields are not developed, the present refineries may not be able to ope-~
rate at capacity without using imported crude.

1/ Allowing 5 million barrels or 8 percent for refinery losses.
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TABLE XTI-1 COLOMEIA - PETRCLEUM PRODECTION AMD EXPCRTS BY TYPE

(Mi1lions of barrels)

OF OWNERSHIP

1962 1965 1967 1968 1969

Crnde 0il Producilon

Ecovetrol 10.5 13.0 10.7 10.4 9.5

Private Wl 59.5 55.2 53.0 67.3

Total 51.9 2.5 88.9 83.4 75.8
Crude 011 Txports.

Ecovetrol - 2.0 2.0 0.2 -

Private 2L.3 38.7 27.9 18.2 29.2

Total 2L.3 L0.7 29.9 18.14 29.9
Crude 0il Aefined Internally

Ecopetrol 13.2 16.0 20.2 2h.8 26,1

Private 1h.3 16.9 16.8 20.4 20.5

Total 27.5 32,9 39.0 hs.2 Lé.6
Product Exports

Econetrol 0.4 3.8 5.8 8.5 10.1

Private 3.5 1.6 2.7 2.2 1.7

Total 3.9 S 9-_5 10.7 11.8
Domestic Sales 241 25.9 27.7 30.7 32.0

1/ of which 17.3 million from the Orite field in Scuthem Colombia.
1969 was the first year of production.

2/ of which 16.6 million from the Orito fidld.

Source: Direct communication with the Centro de Infomacidn de la

Industria Petrolena.
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STATISTICAL DATA
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Gross Value of Production in Manufacturing Industries
(million current pesos)

Gross Value of Production in Manufacturing Industries
(million 1968 pesos)

Gross Value Added in Manufacturing Industries
(million current pesos)

Gross Value Added in Manufacturing Industries
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. GHOSS VALK (F PRODUCTION IN MANUFACTURING INDUS TRIES
( willion current pesam )

1953 1958 1960 1961 1962 1963 1964 1945 1966 1967
Nor-gu-aitle -onswier goods 2,0862.6 5.591-17 71,0831 7,822.8 8,913, 11,204.6 13,988.6 19,936.8 18,916.2 21,178.5
Food 1,575.3 2,694.6 3,223-8 3,L40.3 3,894.7 b, 713y 6,641.7 7,403.3 8,950.5 10,3u6.6
Beserages k70.0 819.2 1,12h.3 1,26G.3 1,h14.8 1,9L5.0 2,235-% 2,63t.0 2,867.2 3,125.9
Tehacco products 9k.8 295.1 EYRSN 37Tk W9k 505.7 6590.9 80).8 9.0 829.2
Textiles 273.8 61,5.5 Nh.L 1,014.7 1,122.2 v,h37.2 1,551.9 1,730.4 2,062.5 2,194.7
Zlothing and footwear 251.2 501.3 631.6 697.7 847.9 1,030.5 1,068.L 1,332.3 1,572.4 1,575.8
Printing and publishing 71.2 1844 25h.0 301.5 365 hé5-k 525.8 5713.6 738.4 86).3
Pharnateuti-als and
related produtts 126.3 k51.6 647.6 124.% 820.0 1,%071.6 1,268.8 1,h61.4 1,934-2 2,242.0
Juraple -cosumer geods 140.2 428.1 633.0 ) 111.0 859.2 1,312.6 1, 466.8 1,655.5 2,008.2 2,261.9
Purniture and fixiures 2k.2 63.5 .4 85.3 108.0 117.4 130.3 146.3 177.9 186.1
Subber products 64.0 187.9 25hh 2.9 387.8 Su2.3 549.0 623.5 811.7 8,0.8
Jeramiz products 94 16.h 38.2 55.6 60.9 7L.8 83.1 97.0 .7 13h.4
Non-eleztrical appliances 2.0 10.) 16.6 30.1 35.2 .2 39.1 k5.9 .4 54.5
Electrical appliances 12.0 57.8 102.6 124-5 170.4 247.7 265.7 32k.3 Loo.2 Lo8.1
Motor —ehicles 28.6 92.2 1408.8 168.6 96.8 296.2 399.6 L8.s L27.6 638.0
Intermediate goods 7111 2,597.0 3,719.2 263.8 14,9089 6,443.8 1.362.1 8,645,3 10,990.% 11,;912.0
Textiles 273.8 645-5 9143 1,014.7 1,122 1,437.2 1,557.9 1,730.4 2,062.5 2,194:7
dood and products 4.5 93.0 117.6 17.9 1451 191.2 215.L4 269.9 329.6 330.3
Paper and produsts 30.3 .2 221.5 208.8 h21.9 612.8 673.5 9.7 1,224 VT4
Leather and producta n.s IEY S 183.5 199.9 233.k 263.4 276.2 346.6 L27-1 h31.5
“hewizals other than
pharmazeutizals L0.9 190.5 265.9 308.6 420.3 589.9 865.3 V,173.2 1,704.9. 1,967.3
Petroleun and coal products 88.8 505.3 635.) To.0 760.6 9Lk .9 1,071.8 1,204.8 1,305.9 1,h72.8
Nor-metalli: mineral
produsts 6.7 30L.8 1458.1 $30.3 61k.1 877.9 1,003.L 1,170.9 1,417-5 1,917
Zasic metals 21 360.8 55k. 3 617.7 659.4 TL5.7 796-b 865.0 1,039.5 1l
Me:a) products 56.5 217.8 361.7 L35.5 571.h 181.2 902.2 1,059.8 1,418.7 1,h2.2
‘apital oods 9.5 204.3 322.9 395.4 632.4 6294 182.5 955.5 L2h.p 1,266.1
Mesnanizal machiners 15.1 50.6 8o.4 102.2 1W5.5 VTk.u 219.2 253.1 309.8 330.3
Sle=irizal nashinery
‘exsept appliances) 8.1 89.2 185.2 216.9 263.9 327.6 ki 2.3 .3 720.0
Transportl equipsent
{except motor -ehicles) 16.3 4.5 17.3 76.3 223.0 12748 9.2 173.3 200.8 215.8
Other 26.9 118.5 201.0 232.1 282.6 %Y .8 .o 2.8 689.7 183.4
Total 3,810.3 B,939-6 12,019.2 12 1 15,636.2 19,955.2 -24,047.0 21,748.9 8461 31,401. 9

Notes: Data for the textile industry does not permit a clear distinction between textiles far ¢ondumer and industrial uses. The Mission has estimated that about half of
the textiles produced in Colombia are for consumer ugse. Totals may not add up »ecause of rounding-

Swupce: 1953,1458,1561, 1562-1566: UANE, Boletin Mensual de Estadistica, Numbers, 67,117,148,170,180,201 and 207; 1560, 1762 and 1767: unpublished TMEE data.




Table 21 OROSS VALUE % PRUDQ%%ON IN %ﬂgﬂﬂl_]ﬂﬂ INDUSTRIES
ot 1 pescs

1953 1258 1260 126 1562 1963 1964 1365 136 Y-8
Non-gurgble gonsumer good 12,321.) W.526:0 16,539, 26k 180l 38.869.9 2073k 20.368.2 ZLDISN 2nsske
food 6,877.8 7,402.6 7,762.3 7,681.8 8,596.2 8,15u.k §.255.% 9,686.5 10,081.2 11,002.2
Boversges 2,125.6 2,275.6 2,795.k J,068.2 3,293.8 3.L52.6 3,505.6 3, k.5 3,103.0 3, 8
Tobacco producte us3.7 aL8.0 920.1 962.1 1,0U5.6 859.2 945.8 9L8.1 899.4 868.2
Textiles 1,076.4 1,48k, 3 1,891.5 2,062.5 2,21k.k 2,333 2,55.8 2,h92.5 2,50L.3 2,L06.7
Clotling and footwear 924.5 1,20.7 1,L03.5 1,515.9 1,754 3 1,65.0 1,588.8 1,829.3 1,770.7 1,647.0
Printing and publisidng 352,14 L0O.§ §3.8 602.1 661.3 686.8 ni.2 T12.6 801.0 898.4
Pharmacautiocals and
Telatad products 507.0 $32.§ 1,231.9 1,3u3.6 14,4771 1,689.8 1,80k.3 1,950.7 2,305.8 2,182.1
Rurshle oomRwRer goods 65).8 1,032.0 L2120 1,510.7 1,638.2 1,878.1 Look.§ 2.197.6 2.2 248523
Furniture and fixturea 13.0 186.2 185.2 213.7 a2 207.3 205.9 205.6 209.7 1941
Bubber products 250.) L16.6 527.7 §95.5 713.0 720.k 127.9 791-17 1,030.} 2.0
Geramic products ba LS 81.2 1221 123.9 17.6 121.8 132.2 1671 146.9
Non-electrical applisnoes 1.6 3.8 L. 4.8 82.% 62.8 65.6 67.1 28,4 61.2
Rectrical appliences sg.s 1)0.7 151, 228.8 N5y 349.2 373.8 k12.4 L36.) L31.3
Notar vehioles 178.2 221.6 283.9 295.8 151.8 1,00.8 L85.5 Ls2. 1,30.5 &.5.8
Intermediate goods 3,507.9 6,485.2 8,145.4 9,158.3 10,1561 10,967.9 11,181 .4 12.947.8 1,014 12.9%¢.7
Taxtiles 10076-h ‘)hml" ‘p°91-5 21“2'5 'hzlh-h 2,334 31355!6 2."”-5 2,504.3 2"‘“-6
Wood and producta 156.3 278.3 285.3 269.0 298.7 322.0 3217 329.7 381.0 158.0
Paper and producte 1L9.9 074 L79.0 565.5 767.8 90L.4 518.7 987.5 1,220.2 1,22).9
Leatinr and producta 395.2 Lé8.0 L21.9 k534 51k.§ 503.4 505.4 £12.8 528.9 Lss. 1
Ctanicals other then
pharmacsuticals 184.5 L$1.7 S74.3 650.0 852.1 9.4 1,329 1,667.3 2,064.8 2,163.3
Potroleum end cosl pradiats LOs.1 1,081.9 1,259. % 1,376.4 1,00k 9 1,L00.5§ 1,487.0 1,570.3 1,841.2 1,531.8
Non-nstallic minoral
products 643.5 839.7 1,006.5 1,164.3 1,2L%.0 1,379.3 1,470.6 1,596.1 1,742.2 1,630
Basic metals 1124 §01.§ 1,250.0 1,532.5 1,488.8 1,3th.2 1,279.2 1,226 1,231.7 1,601.L
Metal products 383.6 §72.3 §21.0 1,084.7 1,38.9 1,L36.6 1,513.9 1,805.5 1,10.3 1,587.3
Capital goods 239.8 18, 6614 18k:7 1,168.3 286.86 11001 1,255:4 1, 268.7 1,.328.8
Machanicsl machinery 99.8 161.2 205.1 222.3 307.8 3254 Nz 318.7 370.6 3u8.1
Eleotrioal machinary
(axcept appliances) 38.6 201.9 308.8 398.6 L88.L L88.3 582.5 &72.8 795.9 760.%
Transport squipment
(except motor vehicles) 101.4 185.2 .8 133.8 Nl 172.9 186.5 203.9 2.2 219.8
Qther 128.3 26,1 315:1 L26.4 523.0 5h2:7 628.7 102.8 150.¢ 8215
Totel 16,850.9 22.879.¢6 21,028.0 29,105.5 32,530.3 32,816.2 118,14 37,k81.8 39,216.4 40,2258

Hoveg: Data for the textile industry does not parmit a clear distinction between vextiles for conoumer and indistrial usas. The Miassion has estimated that about half of
the textiles produced in Colombia are far comsumer uze. Totala may not add up becauss of raunding.

Sourget 1553, 15508, 1961, 1963-1966+ DANE, Boleiin Mensual de Estadiatica, Numbers, 67, 117,1L8,170,180,201 and 207; 156C,1562 and 15671 unpublished DANE data.




Tabls 3* GRCSS VAIUE ADDED IN MANUFACTURING INDUSTRIES
{million current pesaos)

1953 1458 1960 1661 3962 1563 196k 1965 1966 1967
Hun-durgble consumer goods 1,010.7 1,517 2,68). 4 3,066.9 1,616, 65 L8y 5,220:4 6,643 1.538.0 8,429.8
Food 273.0 S17.$ 658.3 785.8 941.6 1,208,2 1,57h-4 1,799.6 2,251.0 2,4k2.3
Beverages 30.0.7 480.6 693.7 94.0 915.9 1,326.9 1,509.4 1,82%.0 1,809.4 2,072.4
Tobacco praducts 55.9 225.6 259.4 279.9 k.7 355.2 515.4 583.4 §59.1 609.7
Texules 133.h 267.3 368.3 ;.7 L6y, 654.3 682.8 9.5 876.9 1,001.1
Clothing and fostwear 9%.6 175.1 233-8 259.0 333.3 h22.5 Ly3.6 538.3 64,7.8 &43.8
Printing &nd publ ishing y2.7 Sl 132.6 162.6 195.5 2454 289.h néa 395.9 L77.7
Pharmaceuticals and '
relatod products 65.4 216.7 BIRTS! 393.8 LSL.0 601.9 715.4 Bk o9l.9 1,182.8
Durable congumer goods 19.1 19).9 3043 381.4 4331 709.1 706.0 811.7 900.8 1,003.7
Furniture and fixtures 4.2 33.5 38.6 L9.2 1.6 66.6 728 81.9 99.9 9h 3
Bubber prodicta 35.6 78.7 1Mk.2 147.9 200.6 291.0 275.4 Nk 361.4 380.1
Ceramic products 6.8 15,1 21.1 n.e 37.2 L7.5 52.6 £9.0 -k sL.9
¥om-electrical appliances 1.2 5.6 8.5 161 17.9 17.3 18.6 20.9 22.8 25.6
Electrical sppliances 5.8 2h.9 u6-% 52.9 82, 137.9 122.0 162.1 1719 157-8
Motor vehiclea 16.1 LS.3 75.0 84.1 33.1 142.8 164,.6 170.4 171.2 291.)
Intarwadijte goods 369:0 203.8 1,418.9 1,652.3 1,902.4 2,101.8 Q22,6 8.8 bll.d h,939.9
Textiles 133.k 267-3 3643 .7 L61.6 654.3 682.8 151.5 876.9 1,001
Wood and preducts 16.9 3. Lh.3 L8.7 62.0 88.2 95.8 1.3 151.7 150.3
Paper and products 15.5 u5.7 85.0 103.8 155.5 2L¥.5 211.1 2.2 K16.0 392.5
Leather and products 26.2 A?.0 67.4 73.3 90.0 108.4 ni.2 14h.6 171.1 167.6
Chemicals otbor than
pharmaceuticals 23.6 72.9 1320 1L8.7 197.3 27137 2.1 Lb9.0 725.0 865.6
Petroleum and coal products 2k.7 108.7 163.0 182.8 214.6 25h.2 295.5 282.3 389.8 511.6
Non-metallic mineral
products 92.0 171.4 248.5 293.8 336.5 L89.9 539.8 ol -6 816.1 79k.2
Hasic metals 8.3 71.3 157.4 212.5 1"1.? 236.% 244.8 161.9 223.% 323.2
Setal producta 28.4 86.1 156.9 197.0 267.2 373.5 132.9 sh1. é43.8 673.8
Capital goods 23.4 §7.1 147.9 193.8 317.3 370.1 8100 87.7 629.0 621.0
Mechanical machinery 6.9 25.9 Lo.8 56.3 80.9 98.5 127.3 1Lhay 170.2 181.%
Electrical zachinery
{except appliancea) L.8 35.7 &4.6 92.6 m.y k-0 190.1 245.2 34,8.5 33k.Y
Trausport equipment
{axcept motor vehicles) 1.7 n.s 2.5 .9 124.5 78.2 92.6 8.1 106.3 yoh. 7
Other 15.9 61.5 G- 1 120.4 151.9 202.1 232 4 06,3 348.8 yiz.0
Total 1,198.7 2,233.9 4,648.6 5,418 8,481, 3 8,768.7 10,101 4 1), 6.8 13,823, 15,406.L

Nates: [ata far the textile industry does not permit a clear distinction between textiles for conswwr snd industrial uses. The Misyivuy has estimated that about half of
the textilea produced in Colombia are for consumer uge. Totals may not add up becauie of roundirg.

Souree: 1953, 1558, 1461, 1963-1966: DANE, Boletin Mensual de Eatadistica, Numbers, 67,117,148,170,180,201 and 207; 1560,1562 and 1567: ynpublished DANE data.
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Tabls 5 TOTAL EMPLOYMENT IN MANUFACTURING INDUSTRIES
SELECTED YBARS 1953 - 1967

1953 199,117
1958 236,7L8
1960 254,099
1961 265,225
1962 276,159
1963 280,519
196k 283,840
1965 294,220
1966 299,508
1967 293,825

Source: 1953-1966: DANE, Boletin Mensual de Estadistica;
Numbers 67, 117, 170, 180, 201 and 207; 1%67: unpublished
DANE data. :



Table 6 P4ID PMPLOYMENT IN MANUPACTURING INDUSTRIES

1253 1558 1260 1561, 1562 1963 198 125, 186 1940
ww 122|§3i ]iﬁ 123 126.13 128|g2: 131,212 l!zlhlk 1:1.“ M 118,665 ‘lﬂ-iﬂi
Food 36,751 33,885 36,002 36,067 36,573 37,160 38,229 40,032 L0,93k i,0,820
Baverages 10,746 13,305 14,375 15,387 15,663 16,401 16,517 16,67h 16, 3Lk 15,2047
Tobaaco products 6,012 L,33% b5 L,015 3,9L8 3,747 3,634 3,547 3, %67 3,295
Toxtiles 17,7% 19,435 71,888 21,780 21,6l 22,290 21,831 22,047 22,680 23,045
Clothing and footwsar 2,298 28,200 27,46 26,176 30,0k1 29,824 29,022 30,961 30,155 26,979
Frinting and publishing 1,342 9,354 10,472 10,772 1,528 10,999 11,348 Nn,322 1,642 1, Lk
Pharmaceuticals and
related producte 8,632 9,800 11,820 1,976 1,617 12,05) 12,365 12,659 13,563 13,560
Durakle scosumer goods 12.469 20,568 2h, 00 26.Lh8 FIRIN A0 2838 28,659 28,256 2Lze
Porniture and fixtures 3, b 5,015 b, 624 4,893 u,720 L,568 L, L83 4,680 L, 694 L,759
Eibbar products 2,758 5,00k 5,781 6,629 6,619 7,008 6,853 6,938 é,0896 6,1
Goramic produots 1,754 1,763 3,252 ,un 3,48k 3,252 3,258 3,638 4,186 3,869
Mon-electical sppiiances 2%8 589 166 1,325 1,012 981 '3 989 1,04k
Electricsl appliances 839 1,89k 2,298 2,73 2,828 2,97 3,265 3,L33 3,05 3,210
Motor vehioles 3,388 6,303 7,310 7.1 2,222 8,347 9,0u8 8,981 8,541 8,
Intermediate goodo 52,808 1L 16,266 12,852 82,28, 81,342 88,135 22,296 A ha138
Textiles 17,13 19,45 21,888 21,780 21,6l 22,290 21,80 22,047 22,680 23,04%
Wood and products 3,560 5,099 $,536 5,280 5,313 5,753 S, 134 8,045 6,91 5,567
Pepar and products 1,927 3,328 3,916 1,700 5,322 S,L85 5,Lih 5,781 6,218 6,092
Loather and products 3,587 li,67L L, 218 4,501 b, kso L,272 L,153 4,03 5,323 L, %5
Chomioals other then
pharmsceutiocals 2,688 3,81 Lg32s b, 621 5,597 5,948 7,060 7,713 8,51 9,520
Potroleum and toal products 1,585 2,389 2,012 2,029 2,0L8 2,0L9 2,020 2,089 2,070 2,058
Non-metallic mineral
products 14,540 17,893 18,632 19,476 20,316 21,145 0,322 21,523 21,26 20,203
Banio metals 1,326 5,339 3,179 2,954 3,254 3,L590 3,624 3,939 3,5L2 L,700
Metal produota 5,877 9,173 12,503 1k,502 17,288 16,510 17,517 18,693 19,009 18,665
Capital goods 3,857 10,896 11,.57h 13,028 19,976 14,8686 15,521 16,489 17,652 11,093
Moohaniosl machinary 1,018 3,004 3,03 3,53 4,270 L, 355 4,678 k, 809 5,k91 5,691
Eleotrical machinery :
{except appliances) 812 2,728 3,721 4,186 5,008 5,465 5,689 6,372 6,61k 6,119
Tranoport equipment
{sxcopt motor vshicles) 1,627 u, 854 L, 1o k4,702 10,698 5,066 5,157 5, 308 5,547 5,283
Othey 2845 5,005 R 8,625 7,08 1,638 1,358 1,823 8,47k 5,326
Total 181,340 225,773 W17 25, 180 264,668 269,448 272,438 282,559 268,038 282,983

Notes: Dats for the textile industry does not permit a clear distinction between textiles far consumer and industrisl uaes. Ths Miassion has ostimated that sbout half of
” the textiles produced in Coldmbia areé far conaumer use.

The data for paid workera exsludes from the total employment figure owners, partners snd {aaily members of ownerd who do nat receive s regular salary.

Source! 1953, 1958,1561,1563-1568: DANE, Boletin Mensual de Eatadistica, Numbers, 67,117,148,170,180,201 and 207; 1960, 1562 and 1567: Unpublizhed DANE data.



rable 7¢ Comparison between Colombian and Brazilian Manufacturing Output, 1967

Output Per capita output

in manufacturing in manmufacturing
Colombia Brazil Colombia Brazil

( mill. U3 $ ) ( U3$ )
Traditional consumer gocds 1,389 7,774 72.4 90.8
Textiles A1 1,49k 15.3 17.kL
Clothing and footwear 100 Lok 5.2 5.8
Food 673 L,7h9 35.1 55.4
Beverages 202 33 10.5 3.9
Tobacco 53 180 2.8 2.1
Printing and publishing 55 305 2.9 3.6
Furniture and fixtures 12 221 0.6 2.6
Intermediate goods 86L 5,963 Lo.1 69.8
Non-metallic mineral manufactures 108 674 5.6 7.9
Matal industries 195 1,5L0 10.2 18.0
Wood and products 22 330 1.2 3.9
Paper and products 75 LhLs 3.9 5.2
Rubber and products 59 297 3.1 3.5
Leather and products 28 pY) 1.5 1.7
Chemicals a7 2,536 19.6 29.6
Capital goods 151 2,632 7.9 30.8
Machanical 25 512 1.3 6.0
Electrical 73 812 3.8 9.5
Transport equipment (including

automotivas) 53 1,308 2.8 15.3

Other s1 216 22 2.9
Total 2,455 16,615 128.1 19L.3

-

Note: Brazilian statistics could not be adjusted to the analytical classification used in this
report. Colombian data was therefore adjusted te fit the Brazilian classification. The
differences are as follows: ceramic manufactures are included in non-metallic mineral
mamufactures; the metal industry includes basic metals and non-electrical appliances;
chemicals include petroleum and coal products and pharmacsuticsls; the electrical
industry includes electrical appliances, and passenger motor vehicles are included in
transport squipment.

The figures wers inflated to 1968 prices and copvarted at the 1968 exchange rate. For
Brazil the rate of exchange used was 3.396 NCr. per US $; for Colombia, 16.L0 pesos per
us $.

The population of Brazil in 1967 was 85.7 million and for Colombia 19.2 million.

Source: I.B.R.D. Qn:ﬁﬁnt Eggggﬁ% Prospects of Brazil, Vol.III, Report
No. WH—lea, camDar éb, ans k%%enggx Tagge 2. =



Table 8: GBOSS VALUE OF FPRODUCTION FER WORKER IN MANUFACTURING

(thousand 1968 pesos)

1953
Non-durable consumer goods 112.5
Food ‘ 187.1
Beverages 198.2
Tobacco products 75.5
Taxtiles 60.7
Clothing and footwear 38.1
Printing and publishing 8.0
Pharmaceuticals and related
products 76.4
Durable consumer goods 52.4
Furniture and fixtures 32.9
Rubber products 90.8
Ceramic products 22.9
Non-electrical appliances 52.9
Electrical appliances 68.6
Motor vehicles h2.2
Intermediate goods 66.4
Textiles 60.7
Wood and products L3.7
Paper and products 77.8
Leather and products 110.2
Chemicals and other
pharmaceuticals 68.7
Petroleum and coal products 256.2
Non-metallic mineral products Lk.3
Basic metals 8h.7
Metal products 65.3
Capital goods 62.2
Machanical machinery 70.4
Electrical machinery
(except appliances) L7.6
Transport equipment
(except motor vehicles) 62.3
Other L8.5
Total 92.9
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Source: Appendix Tables 2 and 6.

Note: Employment figures refer %0 paid workers



Non-Durable Consumer Goods
Food

Beverages

Tobaceo products

Textiles

Clothing & Footwear

Printing & Publishing
Pharmaceuticals & related prod.

Sub-Total

Durable Copsumer Goods
Furniture & Plxtures
Rubber products
Ceramic products
Stovas

Electrical Applignces
Automotives

Sub=Total

Intermediate Goods

Textlles

wWood products

Paper & producta

Leather products

Chemicals

Petroleum & Coal products
Non-metallic Mineral Products
Basi¢ Metal Products

Metal products

Sub-Total

Capital Goods
Mschanical Machinery
Electrical Mgchinery
Transaport

Sub-Total
Miscellaneous

Tulal

Table S¢ Production ani Mariei fur Hanufactured Products

1553
Production Market
~(thou. U.S. $)
L05,7173.8 422,439.8
125,638.6 128,526.6

26,768.6 28,058.6
63,503.5 63,7176.5
Sk, 5U3.5 Sk, 6L6.5
20,7723 22,588.3
29,509.6 15,938.6
126.909.9 168, 211;‘ 29
6,669.1 7,399.1
1k,770.5 16,692.5
2,422.3 7,174 3
80h.5 2,u77.5
3,39L.8 5,262.8
10,511.8 69,436.8
28,573.0 208,443.0
63,503.5 B9,699.5
9,222.8 10,434.8
8,8L),.7 2L, 694.7
23,31k.9 ?22,4h2.9
10,886.2 16,991.2
23,9584 55,0648.4
37,966.9 42,198.9
6,625.) 57,60k}
22,628.1 5h,651.7
206,556, 403,839.5
5,850.2 119,737.2
2,277.8 35,370.8
5,519.4 15,826.4
Ly, th7 b 170,93k .4
7,566.6 24,004.6

Rativ of

1960
importa
to market Proguction Market
(%) {thou. U.5. %)
3.9 457,955.6 465,256.6
2.2 164,919.7 166,584.7
k.6 Sk, 28L.9 55,639.9
0.5 111,5%u.6 112,324.6
1.0 82,802.2 86,067.2
8.1 31,551.4 32,u82.4
35.4 12,676.9 B4, 795.9
8.2 275,185.4 1,003,351 4
9.9 10,92).2 10,888. 2
11.5 31,135.4 3k,611.4
86.3 L,789.1 k,935.1
67.5 2,490.3 2,490.3
35.5 11,16.5 12,166.5
8y.9 16,706.2 28,376.2
6l 4 77,401 .7 93,467.7
30.0 111,594.6 115.473.6
12.1 16,831.7 18,2LL.17
6h.2 28,258.3 $3,303.3
4.2 24,6892.4 2h,100.4
76.9 33,0883.8 97,756.8
57-1 Th,331.0 80,709.0
1.6 60,563.1 65,916.1
88.5 76,096.9 123,464.9
8.6 Sk, 337.% 7u,789.9
49.6 80,789.7 654,128.7
95.2 12,100.6 133,311.6
923.6 18,216.0 Sy, 01 .0
62.2 8,703.7 59,38.7
91.8 39,0203 26,0343
68.7 22,166.8 36,789.8
32.8 1,595,163.9  2,03L,271.9

Note: Production figures were inflated to 1¥68 prices and converted into dollars at the 1968 exchange rate (principal selling rate).

production plus imports less exports.

Sources: Appundix Tables 2, 23 and 7).

———

Market cquals

Ratio of 1967 Ratio of
imports imports
to mriet Production Marke t to market
(%) thou. U.5. §) (%)
1.6 651,455.0 65k, 3L9.0 0.4
1.0 195,207.1 196,615.1 .7
2.5 €1,225.2 51,351.2 0.2
0.7 141,988.1 1h1,991.1 0.1
3.8 97,167.9 97,9668.5 1.2
2.9 $3,004.1 56,719.1 7.7
14.8 146,469.7 159,525.7 9.3
2.8 1.236,58160.7 1.398,919,7 L8
0.3 11,4496 11,4L56.6 1.2
10.1 57,3437 58,059.7 4.5
3.1 8,666.5 8,852.5 7.5
0.0 3,612.6 3,612.6 -
7-0 25,4k6.6 25,968.6 2.0
Li.1 38,337.1 60,1981 7.0
Vs 144,856:3 168,418, 15.6
3.6 141,988.1 143,135-1 bk
8.0 21,122.6 18,087.6 1.3
y7.0 72,203.7 85,822.7 25.9
0.7 26,84L7.9 24,427.9 0.0
65.6 127,629.8  196,57L.8 3.5
17.5 $0,372.7 83,989.7 8.4
11.3 96,180.0 93,811.0 3.6
38.1 9,596.9  137,118.9 31.5
27-6 93,648-1 102,702.3 10.5
28.2 164,590.0 883,700.0 18.7
92.3 20,538.L  136,2L0.4 87.0
66.4 Ll,888.3 78,591.3 k3.6
85.4 12,968.1 65,419.1 80.2
10.0 48,846.0 59,996.0 19.6
22, 2,373,203.8 2,150,916.8 15.8



Table 10t WAQES AND SALARTES AND GROSS VALUE ALDDED PER MAN BY INDUSTRIAL SUB-GROUP AKD SIZE GF FIRM, 1967

Wages, Selaries Wages, Share of Hages
and Value Added Wages and Jalary Salaries and Social Salaries and Social
Firme Smployment Yelue Added Yages Social Bene fits Benefita per Msn Bensfits in Value Ldded
(miﬂ.c\u'unt. pesos ) ousand current peaoa) i thousan current pesos ) { percent )
Non-durable consupmer goods
1 - 1 L, 866 20,551 559.8 127,533.1 145, 360.6 27.k 6.2 7.1 25.0
1% - 19 287 1,610 145.0 37,261.8 Yy, 164.5 1.5 LY 9.6 30.5
20 - LYy 662 20,051 795.1 188,029.7 233,084.0 9.7 9.4 11.6 2%.3
50 - 99 265 18,277 958.6 210,1450.) 269,186.7 5.5 11.5 .7 26.1
100 - 1% 156 21,734 1,906.9 318,552.2 398,734.2 8.7 W7 18.4 20.9
200 and over 133 72,225 5,065.6 1,239,357.L 1,678,8L8.5 70.1 17.2 23.2 331
Durable consumer goods
1 - 1k 855 u,218 BL.L 32,96L.7 36,788.2 19.3 7.8 8.7 u5.2
15 - 19 7% 1,196 27.8 11,234.0 13,161.4 ?).2 9.k 11.0 u1.3
20 - L9 168 L, 908 116.8 51,932.5 63,181.) 23.8 10.6 12.9 sL.1
50 - 99 Ly 3,L8 109.6 32,313.7 Le,372.L 31.7 9.3 12.2 38.7
100 - 199 22 2,6L5 96.2 31,9774 140,275.3 36.L 12.1 15.2 41.9
200 and over 20 10,998 $93.5 195,995, 293,332,k 5h.0 17.8 26.7 L9.L
Intermediate gooda
1 - 1 1,71k 8,887 191.1 59,L77.2 67,830.8 21.5 5.7 1.6 35.5
15 - 1§ 168 2,659 61.5 23,020.8 27,u98.4 23.13 8.7 10.3 L2
20 - L 367 10,737 420.2 106,527.2 132,697.4 39.1 2.9 12.L n.6
S0 - 99 ponn 9,9LL L$0.1 141,092.3 179,L04.4 g2.3 1.2 18.0 36.6
100 - 1% 17 10,766 640, 6 163,567.L 230,626.9 59.5 15.2 2l 36.0
200 and over 67 28,6917 2,110.4 527,2L5.7 7L8,720.4 13.5 18.4 261 35.5
Capltal goods
1 - 14 225 1,462 32.8 12,72L.2 14, 390.0 22,k 8.7 9.8 L3.9
15 - 19 15 533 13.2 L,736.5 5,557.0 2.8 8.9 10.4 L2.1
20 - Ly 7 1,925 5.0 20,543.5 25,123.7 .2 10.7 13.1 u.9
50 - 99 3l 2,124 108.L 37,822.5 hh,722.0 S1.0 17.8 21.1 .3
100 - 1%9 1} 1,813 7.6 29,710.8 40, 750.6 .2 6.4 22.5 SL.6
200 and over 19 9,230 335.2 1L8,72L.8 198,556.8 36.3 15.1 21.5 56.2
TOTAL
1 - 1 7,029 36,945 891.7 240, 356.5 273.339.5 2L.7 6.1 1.6 30.9
15 - 19 58l 9,295 255.) 78,954k 93,506.3 27.5 8.5 10.1 3b.c
20 - W9 1, 18 39,782 1,L35.7 390,966.8 483,932.0 7. 9.8 12.2 3.5
50 - 99 525 36,293 1,736.3 450,995.7 573,218.8 18.7 12.4 5.8 32
100 - 199 283 38,939 2,827.5 571,4L05.5 769,522.9 72.% 4.7 19.3 25,3
200 and over 2LL 122,229 2,179.9 2,137,083.0 2,9%6,149.8 2.7 17.4 2u.1 Y
Hote; 41l textile production 1a shown undar non-durable consumer goods.

Notes loyment figures refer to paid workers
Sourge: lnpublished DANE data.



Iable 11: JAGES AND SALARIES AND GROSS VALUE ADDED PER MAN BY INDUSTRY BRANCH AND SIZE OF FIRM, 767

sages, Salaries dages, Share of .ages
and Value Added wWages and 3alaries Saiaries and 3o:zial Salaries and Social
Tirms Dmployrent “alue Addia Aages Social Benelits por man per man Benelits per Man Benefits in Value Added
(mill.current pesos) U thousand current pesos ) (thousand furrenct pesos } ( percent )
Non-duratle zonsumer gocds

Toed 2,93 40,820 2,402 4 455,986.6 642,999.1 59.83 12,2 15.8 26.3
1 - lu 2,452 9,706 320.2 55,L4l.1 52,283.9 33.0 5.7 6.4 19.5
1 - 19 108 1,750 6.5 15,350.8 18,284.3 L3.7 8.8 10.5 23.9
27 - 9 226 6,581 109, L 67,157.5 82,459.0 61.3 10.1 12.} 20.1
-9 83 5,899 40).0 72,856.3 92,592.8 58.3 12k 15.7 23.0
10 - 199 36 5,227 L26.8 Th,694.2 74,7182 B1.7 1.3 .3 17.5

30 and over 31 11,557 .5 210,L76.7 210,55L.9 69.8 18.2 12.2 26.
Seversges 220 15,247 2,0712.6 29%2,893.1 1 .2 139.9 19.2 28.3 20.8
1 - 1 nsé 619 26.2 6,314.8 8,213.6 L2.3 10.2 13.3 3.3
15 - 19 n 180 6.5 1,917.5 2,268.5 6.1 10.7 12.5 .9
20 - uF 24 81k 50.2 10,476.8 14,030.3 6.7 12.9 17.2 28.0
6 - 95 2) 1,735 188.5 30,139.2 41,3543 108, 17.5 2).8 21.9
100 - 138 28 3,767 691.0 70,107.5 103,503.7 183.4 18.8 21.5 15.0
200 and over 18 8,132 1,110.2 173,137.3 262,01).8 136.5 21.3 1R.2 23.6
Tozazz0 produsts 16 3,29 609.5 1,002.2 1T,041.9 185.0 15.9 234 2.7
1 - 1l 13 635 5.3 1,L77.5 1,524.2 8.3 2.3 2.h 28.8
15 - 19 L 65 0.7 260.3 281.0 10.6 3.9 L.3 Lo.2
20 - L9 13 332 3.2 2,245.4 2,997.1 9.6 6.8 9.0 93.7
58 - 99 3 169 1.9 776.0 878.7 11.2 L.6 5.2 k6.3
1 - 199 b Shl 99.9 8,993.4 12,964.3 184.7 16.6 2L.0 13.0
200 and over 5 1,551 L89.4 37,269.6 58,522.6 321.) 2h.0 37.7 1.7
Textiles bh2 16,098 2,002.2 660,078.5 927,415.4 L3.L 1.3 20.% 46.1
1 - 1 229 1,002 27.6 7,90).4 9,043.0 27.5 1.9 9.0 32.7
15 - 1% 19 19 1.0 2,536.3 2,990.0 3.5 8.0 9.4 27.2
26 - L9 92 2,987 70.5 26,635.5 33,730.2 23.6 8.9 n.3 47.8
56 - 99 L1 2,703 73.8 26,7715.7 3,369.7 27.3 9.9 12.7 L6.6
10 - 199 23 3,280 112.5 36,256.4 1s5,059.8 3.3 11.1 13.7 L4O.1
20C and over 38 35,807 1,705.8 559,961, 802,282.7 Lu7.7 15.6 2.4 47.0
Jlowing and foctwear 1,780 26,919 643.9 207,983.5 257,486.3 23.9 -1 2:5 0.0
| S 1,u05 S, L2 19.0 3L,182.7 38,959.3 19.3 5.1 5.5 35.8
o- % 83 1,298 22,4 8.075.3 9,u04.7 17.3 6.2 7.1 k2.0
20 - W9 176 5,239 109.5 th,922.3 42,114.2 20.9 6.7 3.5 38.4
S -9 72 L, 849 93.3 15,106.0 42,817.6 19.2 7.2 8.8 us.9
O - 199 217 3,591 99.5 29,733.6 37,0143 27.7 8.3 10.3 37.2
222 ard cver 17 4,360 210.1 45,963.6 87,156.2 33.0 10.4 13.7 L1.s
Printing and publishing Ihid 1,4k 77.68 166,136, 212,622.4 .7 1.6 18.6 Lh.9
- 332 1,923 37.7 15,081 .4 16,979.6 19.6 1.8 8.8 L5.0
15 - 19 39 425 .2 5,887.6 6,950.4 22.7 9.4 1.1 u8.9
20 - L3 70 2,087 54.5 23,275.5 27,878.56 27.1 11.2 13.4 L9.3
- 99 19 1,285 59.7 19,307.2 21,500.,2 L6.5 15.0 19.1 .o
10 - 199 8 1,146 18.7 17,142.3 21,256.1 33.8 15.0 18.5 54.9
200 and :ver 9 4,383 271.0 85,14 115,053.5 61.8 19.% 25.3 u2.5

Phar—a.extizals and

~slated rrofu's 353 13,560 1,182.7 246,50k .2 22,3491 87.2 18.2 23.8 213
200 1,027 31.8 7,132.2 9,357.0 33.0 1.0 .2 2.7

23 3 11.7 1,250.0 3,985.5 35,9 8.8 1.1 29.1

A 1,901 2.7 23,357 29,27, 2.1 12.7 1.0 .2
r 1,547 ViU 25,289.9 32,51, 3.5 13.5 205 23.6

| 1,182 wif.s 31,01, 8 104,215.3 14,9 19.4 2.9 23.8
12 5005 162 ¢ 165,732.% 13, =i, @ 1. 24.0 2.3 j1.0



Page 2
Wages and Salaries.:..:..1967, contd. fram Table 11

Wages, Salariee Wages, Shars af Wages,

Value idded Wages and Salaries Salariss and Social Salaries and Social
y

and
Firms Employment Yaluo added Hages Social Benefits %2 man :__per nan Bom!it§ per Man M?I An g¥ Added
(mill . ourrent pssos) lthw‘l-dw.rmtpuol thouweand ourrent pesoas peroent

Dureble consumer goods

Jurniture and fixtures 250 1,789 9.3 LL;,086.6 Sk, 963 19.8 8.3 11.8 51:5
1 -~ 1 308 1,394 22.1 9,645.0 10,5u6.2 16.3 6.9 7.6 ub.5
15 - 19 20 304 5.7 2,227.8 2,576.6 18.8 7.3 8. 4.2
20 - W L9 1,40 23.6 12,L466.9 1k,495.0 16.9 8.9 10.4 6.4
50 - 9 8 528 9.8 4,200.6 g,085. 18.7 8.0 9.7 51.9
W~ 199 2 222 3.4 1,.88,0 1,588.6 15.3 6.7 7.2 L6.6
200 and over 3 913 29.0 14,058.3 20,20¢2.1 31.8 15.4L 22.1 6%.7
Rubber progucte &g 6,234 380.} 120,952.8 182,283, 56:4 18.0 22 L8.0
1 - 1 25 173 L.2 1,628.2 ?,1k2.) 2h.3 9.4 12.4 51.0
15 - 19 8 130 3.3 1,372.4 1,8k.8 251.9 10,3 1.2 £.5
26 - LY 23 687 2.k 9,892.6 13,158.3 5.5 4.k 19.4 $4.7
56 - 9% 5 322 7.9 3,120.1 3,743.h 24.5 9.7 1.6 L7.L
100 - 199 2 200 10.5 2,Q1.5 2,815.8 52.5 10.1 1.1 26.8
200 and over 6 5,22k 325.8 102,928.0 158,379.2 63.1 19.7 30.3 u8.o
Seramic products » 3,665 18-85 42,853.8 54,6567 2.1 1.7 W9 68.8
1 - 1 i N 0.8 328.8 373.4 16.0 .l 5.1 L3.7
15 - 19 2 38 0.7 2u1.9 261.2 18.4 6.4 1.4 40.2
20 - L9 10 1S 3.b 1,930.1 2,26L.4 10.8 6.1 7.2 68.5
50 - 99 3 252 L.l 2,11.8 2,589.9 16,3 8.4 10.) 63.2
100 - 199 L 540 13.9 5,919.0 7,905.1 25,7 11.0 1.6 56.9
200 snd over 5 2,450 86.6 32,322,2 b1,245.7 23.1 13.2 16.8 72.9
Hon-electrical appliances 25 962 25.6 10,950 1 1,1 26.6 .4 149 Sh-k
1 - 1k 10 L8 1,0 297.1 W6 20,8 6.2 7.1 .2
15 - 19 1 18 0.7 259.5 116.2 38.9 1h.b 18,7 L6.0
20 - W9 8 257 5.9 2,654L.3 1,157.8 23,0 10.3 12.) p3.5
50 - 99 ) 234 9.5 3,20).7 1,952.9 L0.6 13.7 10.9 03,6
- lsy 3 hog a5 4,525.8 6,224 «a.0 1.2 15.8 1.3

200 and over - - - - - - - - .
Clectrical appliances 102 3,210 157.9 49,698.8 2 .0 492 183 22:h k¢
1 - U 68 w7 11.L 3,51.9 4,639.1 32.9 11.3 13.4 Yo7
15 - 19 9 156 5.8 2,080.3 2,360.5 37.2 13.2 15.1 40,7
20 - 9 11 396 1,9 k,139.2 4,942.8 37.6 10.5 12.5 33.2
50 - .99 9 588 22.9 7,39L.2 9,148.0 39.0 12.5 15.6 L0.0
100 - 1%% 5 587 34.1 8,399.3 10,083.8 58.1 4.3 17.2 29.6
200 and over 3 1,135 58.8 2),793.9 40,870.8 60.6 21.0 16.0 $9.4
Hotor vohiclas 565 8,090 2914 95,9163 119,798.1 6.0 V19 1.8 it
1 - 1y L33 2,182 41.3 17,153.7 18,743.6 18.9 7.9 8.6 LS.
15 - 19 35 550 1.4 5,072.1 5,762.1 21.1 9.2 10.5 49.7
20 - kb9 67 1,852 Lk, 5 20,8u9.4 24,966.0 241 11.3 13.5 55,0
50 - 99 21 1,540 55.4 12,283.3 17,852.4 35,0 8.0 1.6 32.2
100 - 199 6 691 25.8 9,623.8 11,739.4 37.3 13.9 17.0 us.s
200 and. over 3 1,275 109.3 22.894.0 32,63L.6 8.7 18.0 25.6 29.9



Page 3

Wages ,Salares Wages, FHare of dages,
ad Vaim addeq dagey and Galaries Salarws ana 3ociai Jaiaries md docial

Firss Eaploywent Value ddded dagos Social Benefits r_wan per san Benafits r Man Benefits d Value &
{mill. current pesas) thousand current pesoa) °* U thousand current pe:usgg_ U porcent )

Intermediate goods

fogd_and pregu:is 456 287 150.3 55.914.6 68,189.6 25.% y.3 1.4 h3.h
| I VA 127 1.571 29.% 10, 255, 2 11,44L5.1 17.9 3.1 4.9 38.3
o~ 19 23 88 7.1 3,057.) 3,470.7 18.3 7.9 9.0 L8.9
20 - 49 W 888 20.6 7,658.2 8,9LL.7 2.2 8.6 10.0 L34
D -9 5 239 6.0 2,861.8 3.137.0 20.8 9.9 10.9 52.3
0 - 199 3 1,082 27.2 11,055.6 13,931.2 25.1 10.2 12.9 51.2
200 and over Y 1,389 59.5 21,037.5 27,260.9 5.7 12.6 16.3 L5.8
Papor and products no 6,092 pii 57 1 : 135.,778.5 6.4 8.7 22:2 2.
1 - W 37 284 7.5 2,068.1 2,195.1 26.4 7.3 8.4 32.0
o~ 19 11 181 L.0 1,541.7 1,890.3 22.1 8.5 10.h u7.2
20 - 49 16 1,923 19.2 11,401.2 1,,796.5 38.3 n.2 14.5 17
50 - 9% 15 1,08) 83.0 17,121.5 21,857.8 76.6 15.8 20.2 26.)
100 - 199 8 1,127 67.7 21,380.2 30,75L.2 60.1 19.0 27.3 LS.k
200 and over ) 2,3% 191.1 60,421.8 8),13.0 79.8 25.2 W.7 L3.S
Leather and products 267 i, 065 161.5 46,2211 22,2954 -2 g theb 8.3
1 - W 221 S10 15.9 L, 08,9 5,751.1 19.6 $.6 7.1 36.2
15 - 19 10 TR 3.8 1,18.1 1,35.0 25.% 22.8 1.5 107.6
20 - WY 15 b)) 10.5 3,h27.4 1,199.7 2.3 7.9 9.7 40.0
50 - 99 S 381 11.5 3,205.6 L,092.9 0.2 8.4 10.7 35.6
100 - 199 6 864 38,3 10,384.1 13,)91.8 L3 12.0 15.5 35.0
200 and ower L 1,u28 87.% 23,273.6 30,6143 61.1 16.3 1.6 35.0
Chemicala other than
rmaceutic 165 2,120 869.6 18 b4 265,021.3 [183] 19-1 261 0.6
1o~ 78 490 .y 5,850.1 7.165.5 70.2 1.9 W.6 20.8
15 - 19 12 159 10.4 2,L52.7 3,101.8 55.0 1).0 16.4 29.8
20 - L9 30 925 1L1.9 17,0694 20,875.6 153.4 18.5 22.6 .7
50 - 2 1,527 1.9 34,516.9 bh,782.1 83.3 22.6 29.1 13.2
100 - 199 15 2,02 168.4 6,789.3 51,13.) 8.7 18.3 25.4 30.4
200 and over 9 u, 117 175.6 92,931.5 137,963.0 78.6 19.5 28.9 36.7
Potroleum and coal products 17 2,08 1.6 13,206.2 1, h0h.2 211.8 5.6 Wk 16.9
1 - U a 10 6.3 931.9 1,095.0 20.0 13.4 15.6 17.4
15 - 19 - - - ~ - - - - -
20 - 9 4 uj 13.7 2,429.2 3,182.7 2.2 21.5 28.0 2).1
50 - 99 ? 139 13.1 3,205.7 h,128.5 9.2 23.1 29.7 31.5
100 - 199 1 185 29.6 3,212 $.367.4 150.0 17.L 29.0 18.1
200 and aver 2 1,551 508.9 63,421.0 77,680.6 328.1 L0.9 50.1 15.1
Non-metallis mineral produzts 35 26,201 169.6 258, 4600 155,671.5 8.1 12.6 11.6 8.2
P - 79 3,254 u8.9 17,935.0 19,846.) 15.0 5.5 6.1 40.6
15 - 19 ) 07 12.5 5,256.L 6,291.1 1.7 7.L 8.9 50.3
20 - L9 10, 3,075 57.1 28,675.2 35,0094 21.8 9.1 1.4 52.2
30 - 99 57 2,511 8L.y 28,3117 35,673.0 1.6 1.1 1.2 L2.)
100 - 199 13 2,19 95.5 31,927.4 19,377.4 LS.k 15.2 9.2 20.)
200 and over 21 £,552 h61.2 143,152.3 209,470.) 53.9 15.8 2L.S LS.
Basic metal produ:ts i 4,700 323-1 67,642 162,135.1 68.1 14} 2:1 31.6
1o ” 4.0 1,025.6 1,207.3 0.6 13.9 15.3 j0.2
2 o 21 2 1,125.2 34.6 25.1 [N 51.6
H i3 W.1 ] 2,151.7 98.6 1.5 15.5 15.8
. 22, LE A - 5,82u.5 83.5 19,3 20.8 249
H B w7 9, oh. 1 14,393, 3 106, 5 15.7 23.3 21.9
: .. N3 u9, 91.9 77,227.. [V 0.0 21.8 IEN
oty 228,993.5 Jw), 852 .1 3.1 12.3 6.1 W7
0y ’ 18,921 .2 19.3 s 3.5 bw2.8
1,272 .4 213 LT 15.2 .5
: | i 27.4 1.7 boow L7
. 3.3 12.7 1.1 u4.8
St 1) 1?.u [
e T2 L3
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~Wages ries.....1967, contd. fram Table 11
Wages, Salaries YWages, ' Share of 4ages,
and Valus Added Wagss sand Salaries Salaries and Social Salaries and Sozial
Firme Emp] o/ment ‘alue Added Wapges Social B nefits Bonofits por lMan Senefits in Jalue Added
(mi1T. current pesos) T thousand cur-ent pesos ) l thousan current pssocs ) [ peczent J
“apital goods
Mozhani ~al machinery 240 5,61 181.9 1,980 95,941.2 32.0 12.7 16.9 52.8
- 1L 160 1,02% 23.8 9,211.) 10,382.6 23.1 9.0 10,1 L3.3
15 - 219 20 I 8.0 2,853.2 3,304.1 25.5 9.1 10.5 ul.3
29 - LY 39 1,0Ll 30.9 10,907.2 13,260.9 29.6 10.5 12.7 L2.9
50 - 99 10 684 20.6 9,080.4 11,L31.7 30.1 133 16.7 55.5
10, - 199 6 8u8 32.2 15,309.8 21,980/1 38.0 18.1 25.9 3.3
230 and over 5 1,772 66.4 24,618.7 35,581.8 1.5 13.9 20.1 83.6
Zleztrizel machiner,
Texcept appllances) 135 5,118 .4 96,0378 130,821, 84.7 15.7 2.4 9.1
1 - W 63 Ll) 8.2 3,2568.1 3,né.o 19.9 7.9 9.0 L3.3
15 - 19 13 186 L.4 1,588.9 1,88L.4 23.7 8.5 10.1 u2.8
20 - L9 31 859 28.3 9,LL6. 11,666.7 1.0 1.0 13.6 L1.2
50 - 99 17 1,113 78.6 15,985.9 20,928.0 67,0 1.5 17.8 26.6
100 - 199 L 574 il.5 7,949.4 10,L91.6 S4.9 13.9 18.3 33.3
200 and over ? 2,914 183.4 $6,809. 82,132.8 62.9 19.5 28.2 4.8
Transport equipment
Texcapt mﬁ Vehicles) 13 8,283 104.9 18,143.9 9h,257.4 19.8 4.8 17.8 w3
1 - 1 F] 20 0.8 25L.8 289.4 Lo.o 12.7 14.5 36.2
15 - 19 2 b3 0.8 29,4 368.5 2.8 8.9 n.2 ué.1
20 - L9 1 22 0.8 189.9 206.1 36.4 8.6 9.k 25.8
S0 - 99 4 267 9.2 11,756.2 12,362.1 3.5 uli.0 46.3 13L.4
100 - 199 ] 9 10.9 6,L51.6 8,288.9 27.9 16.5 2.2 75.0
200 and over ? 4,550 85.k 67,297.0 80,842.2 18.8 4.8 17.8 .7
2iher ik 2,328 §12.0 116,946.4 155,383 he2 128 16.7 na
1 - 1 169 927 26.6 7,659.3 8,969.9 28.7 8.3 9.7 3.7
15 - 19 19 297 7.8 2,681,3 3,165.0 26.3 9.0 10.7 L0.6
20 - Wy 70 2,161 93.6 23,93).9 29,835.6 L3.3 1.1 13.8 1.9
50 - 99 36 2,487 99.6 29,316.9 37,533.) 40.1 n.s 15.1 3.1
100 - 199 15 1,961 109.2 27,5917.1 39,125.9 55.1 13.9 15.8 35.8
200 and over 5 L4713 75.2 25,759.3 36,691.6 S1.1 11,5 2L.9 L8.8
TOTAL
1 - U 7,829 36,045 891.7 240, 358.5 273,339.5 4.7 6.7 7.6 30.%
15 - 19 584 9,295 255.3 78,95L.L 93,546.3 27.5 8.5 10.1 36.5
20 - Ly 1,338 39,762 1,435.7 390,966.8 183,932.0 3.4 9.8 12.2 32.8
S0 - 9 525 16,293 1,786.3 L50,995.7 573,218.8 L8.7 12.4 15.8 3.4
100 - 199 283 38,939 2,827.5 571,405.5 749,522.9 72.6 W.7 19.3 25.5
200 and over 24 122,629 8,179.9 2,137,083.6 2,956,1L9.8 56.7 17.L 2L.1 36.1
Note: All textile production is shown under non-dursble consumer gooda. Note: mp],oymr{t, n:un:Morm paid workers

Source: Unpublished DANE data.



HORSEPOWER INSTALLFD PER EMPLOYEE, GROSS VALUE ADDED PER EMPLOYEE AND WAGES

Tabie 12:
A SALARIES AS PERCBITAGE OF GROSS VALUE ADDED, 1953, 1583 and 1587.

Horse-power installed Gross Valus Added Percentage of Wages, Salaries and
i )

Tml% T__m_%ms___s_ Eag&hw_%bm_@_u_%&m_ld&
1553 1 1967 1593 1 1587 1953 1 1

(thousand 1968 pesos)

Non-durable consumer goods

1.8 0 3.0k 39.81 49.01 67.05 0.25 0.27 0.29
Food 2.59 3.h2 5.34 32.42 Lh.03 63.85 0.26 0.27 0.26
Beverages 3.3 5.06 L.63 143.65 119.99 1L3.88 0.4 018 0.21
Tobacco products 0.33 0.%0 1.3 k.50 163.00 153.7L 0.22 0.10 0.13
Textiles 2.56 2.8, 3.35 29.56 .13 47.63 0.34 0.37 0.46
Clothing and footwear 0.32 0.38 0.4¢ 15.09 18.95 2494 0.38 0.Ll Q.40
Printing and publishing 0.96 0.93 0.99 28.77 26.65 L3.37 0.50 0.49 0.Ls
Pharmaceuticals and
related products 1.07 0.80 1.0k 38.45 53.74 96.68 0.28 0.27 0.27
Durable consumer goods 147 1.82 5.20 29.84 26.32 35.13 0.35 0.48 0.5
Purniture and fixtures 0.8 1.2% 1.68 19.40 20.76 20.61 0.47 0.57 0.58
Rubber productsa 3.78 L.39 16.20 50.41 LO.97 65.23 0.2) 0.39 0.48
Ceramic products 0.89 1.30 2.18 16.67 14.53 16.35 0.51 0.77 1.00
Non-electrical appliances 0.91 1.0§ 2.35 31.85 28.23 29.86 0.51 0.38 0.55
Electricel appliances 0.33 0.68 0.87 33.08 38.13 sv.97 0.36 0.33 0.46
Motor vehicles 0.84 0.81 1.53 29.69 19.58 36.67 0.hky 0.59 0.4t
Intermediate goods 3.25 4.98 6.66 31.59 40.98 56.11 Q.35 0.3 0.38
Textilea 2.56 2.84 3.35 29.56 3L.43 47.63 0.3L 0.37 0.46
Wood and products 3.1 3.68 5.4 17.15 19.40 1. 0.36 0.51 0.L5
Paper and products 4.58 b1l 11.35 39.17 L5.68 66.97 0.33 0.30 0.39
Leather and products 3.08 k.32 3.73 40.39 36.75 43.L8 0.50 0.35 0.35
Chemicals other than
pharmaceuticals 3.57 L. 9.28 39.61 65.97 95.95 0.28 0.24 0.31
Petroleum and coal products 2.66 27.50 L5.30 7107 155.79 268.89% 0.38 0.24 0.16
Non-metallic mineral
products 4.2 6.148 7.67 27.16 29.88 42.96 0.33 0.u1 0.45
Banic metals 3.73 12.00 9.13 33.L6 115.20 76.89 0.46 0.16 0.32
Metal products 2.30 2.38 2.86 32.82 31.95 40.57 0.45 0.46 0.4S
Capital goods 2.6y 2.10 3.7h 36.55 26.42 36,33 0.46 0.9 0.52
Mechanical machinery 1.9% 2.72 3.8y 32.12 33.12 33.68 0.5 0.Lbk 0.53
Electrical machinery
{except appliances) 1.05 1.58 5.69 28.06 32.L4 57.76 0.LO 0.36 0.39
Transport equipment
(except motor vehicles) 3.59 2.10 1.36 1k.65 17.19 20.18 0.49 0.90 0.90
Other 1.05 2.10 1.96 20.73 28.78 146.68 0.38 0.3 0.38
Total 2.2) 3.06 k.47 36.50 42.69 58.56 Q.29 0.3 0.34

Notes: Data for the lextile industry does not permit a clear distinction betweer textiles for consumer and industrial uses. The Mission has estimated
that about half af the textiles produced in Colombia are for consumer vse, The sharw of wages, salaries and social berefits in gross value added
wvere caloylated at cwrrent prices.

Notet  Brmployment figures refer to paid workers

Saurces: 1953: DANE, Boletin Mensual de Estadistica, Number 67; 1%60 and 1767, unpublished DANE data.







Steel
3/l dia-
3/8 dia. bars

/L dia- bars

Channels and beams

$-gauge bright wire

8-gauge galvanized wire
Galvanised barbed wire
16-gauge hot-rolled sneet
Clectrolyfic triplate (107 1b)

wire rod

Aluminum
WBS ma foil x S00-760mm wide

Corrugated sheets Lmm tmick,
6 ft. long x >2in. wide

Class 15C irrigad on pipe, 2 in. dia.
Class 150 irrigatiom pipe, 3 in. dia.

Class 150 irrigation pipe, 6 in. dia.

Syntretic Fibers
Nylon yarn

Nylaon tire canvas
Polyester fllament

Polyester staple

Chemicals

F.v.C.
Carbon bYack

Complex fertilizer
20-20-G

Caustic soda
Chlorine

Cardbogard boxes (bananas)
Automobiles

Dodge Lart
Dodge truck - § tons

Table 1): Comparison of lmported and Domestic Prices_for 3elected Manufactured Products

I ¥ P O &R I S
Delivered to
C.I1.F.
Bacranguilla Barranquilla Medellin  Bogota
--------------- (pesos/tan) ====-=-memmemmmenoee
3,1L% 3,6u8 3,818 3,508
3,176 3,679 3,879 3,939
2,119 3,050 3,250 3,10
2,502 3,370 3,570 3,630
3,085 3,517 3,771 3,837
3,436 3,573 4,173 L,233
3,195 4,521 b, 721 4,782
3,158 3,659 3,859 3,919
L. LOO kL,500 5,100 5,160
---------------- (Pesos/kg) -~-~==we—mmmmmmonooa
27.06 21.22 27.42 27.48
———em s (Pesoa/lineal foot) —————=mm—coeeme
5.65 5.70 5.76 5.78
b-33 L.36 L.39 k.4o
6.07 6.11 6.16 6.17
15.05 15.14 15.26 15.29
----------------- (Pesos/kg) -=~----oc-ommmemnns
32.89 33.63 3.03 34.13
.79 35.55 35.95 36.05
$9.22 60.23 60.6) 60.73
23.22 23.87 2h.27 2.37
--------------- {Pesos/kg) ---=m-=---mmcmmmmne
7.06 7.5L 7.96 8.07
L.09 L.Sk b9k 5.0k
------------------ (Pesos/ton) -—----——mwomormme
1080-1LLO
B
------------------- (Pesos/unit) ~ee-mmecmmmenann
5.5h
uL20G
65000

D 0OM ESTTITC M A

B U F A C

T U R E S

F.0.B.
Plant

3,480
3,240
3,100

3,7L0
L, 450

980
,760
5,390

57.00

46.00

76.140
76.50
h1.80

Lly .00

8.07
L.28

1150
1200

1468
8.u6

178,949
156,989

Delivered to_

F.O.B._plant.

C.IF,
Hare: of Plant Location Barranquilla Medellin Bogota Barranquilla
Paz del nio Belancito 3,158 3,660 3,5u5 1.10
* ° 3,L75 3,20 3,305 1.02
n b 3,335 3,260 3,165 1.1
. - 4,195 . L,140 k,025 1.36
- " 3,915 3,920 3,808 121
" N 4,725 k4,670 4,555 1.30
" " 5,215 5,160 5,0LS 1.3
° ° 3,9%5 3,540 3,828 1.1%
Emp. Siderurgica Medellin 5,51C 5,390 5,540 1.22
Al. Reymolds Berranquilla 33.90 34.10 34.16 1.25
. " ° 6.3 6.40 6.h2 1.12
* . " 4.56 k.59 L.60 1.05
4l. Alcan Cali L.8L L.81 4.83 1.10
Al Reynolds Barranquilla 6.95 7.00 7.01 1.1,
Al Alcan Calj 7-37 T.32 7.35 1.20
. - 19.72 19.76 19.81 1.30
Colnylon Medell in 52.40 52.00 $2.26 1.58
Enka . 58.15 57.75 58.01 1.7%
Vanylon Barranquilla 57.00 S7-L0 57.26 1.713
Enka Medellin Lu6.40 16.00 h6.26 1.3
Polymeros Col. " 76.80 76.40 7666 1.29
Enka de Col. . 76.90 76.50 76. 96 1.3
Polymeros Col. - ; L2.20 .80 42.06 1.80
Enka de Col.
Celanese Cali 1.89
Petroquimica Cartagena 8.1 8.25 9.2h .14
Phillipe Cali 1.04
Monome ros .719-1.06
Colombianos
Planta de Soda 1.66
- " o 1.53
Carton de Colambia 1.k2
Chrysler ota "TeTToTsossssve------s 178, 9k9emmmmmmmmmmme el 4.0
i Bogota T TR T — 2.1

Note:

exclude insurance during trapait which ran he quite bigh,

$80 per ton- All

Sources:

Imported manufactures exclude tariffs.

ilar fues.

IFC/t-L0, dated July 30, 1969).

The aluminum rates were estimated on the basis of steel rates.

Tre difference between imports'c.1.f. Barranquilld and imports "delivered Barranquilla” are port handling charges, based on figures given to the Mission by Acerias Paz del Rio.
The "delivered” [igures, both for damestic and imported manufactures, exclude taxes.
as rough estimates rather than definite quotations. The steel rates were supplied by Acerias Paz del Rio.
transport cos® of synitetic fibers are based on figures given in Boary Report on Enka de Colombia (Reference:

The figures on internal transport should be taken

Internal

The internal transport costs

Internal 1revrance during tremeit for ay=thetic fibers, fer eqample, woe wstirmted in the ENKA Report to be about
dollar quctations were converted into pesos at the rate of 18 pesos per US$1.

Domestic prices from campany jrice lists or direct communication with companies; international prices were, 1n mcst cases, calculated from f.o.b. quotations in principal
selling markets plus allewance for frejght, insurance ano o :




Table L GROSS VAIUE (F PRODUCTION IN MAJOR DEPARTMENTS, 1960 and 1967

Cundinamarca_ (Bogota) Antioguis  (Medellin) Valle (Cali) Attanti oo {Barranguilla) Total - Four Main Departments.
Average Average Average Average Average

Annual Annual Aunual Annual 4noual

Growth Growth Grovth Graath Growth
1979 1967 1960-1967 1960 161 1960-1967 1960 1961 1960-1967 1560 1567 1960-1567 1960 1967 1960-1967

(miTlion 1568 pesos) (percent (million 1968 pescs) Tpercent) (milllon 1968 pesos) (percent) (miTlion 1964 pesws) Tpercent; (million 1968 pesos) (percant)

Non-durable Conguner Goods 3,0843.0  5,097-3 -1 4,092  5,559.4 4.5 ,370.9  4,185.9 31 1,172.2  1,515.2 3.7 12,478.5  16,351.8 3.5
Food 1,540.2 2,4iL.8 6.6 9.2 1,284.6 k.1 2,182.7  2,9%l.5 4.5 532.C Thb.l L.9 5,226.0 7,L08.3 5.
Beverages 991.5 949.1 -0.6 32k.9 523.6 7.1 278.9 276.8 -0.1 245.5 277.0 1.5 1,8LL.8 2,026.5 1.3
Tobaceo products 176.5 184.1 0.6 2ut.8 238.2 -0.2 148, 122.2 -2.8 - 69.8 - 566.17 614.3 1.2
Textiles 473.1 117.9 T4 2,059.4 2,8%.2 5.0 L26.7 362.6 -2.k 247.0 182.1 ~4.5 3,206.2 k,214.8 L.0
Clothing and footwear y2-2 355.9 -2.1 389.1 L93.5 3.5 21 .4 204.7 -0.7 130.2 216.3 7.6 1,161 1,270.4 1.5
Printing and publishing 249.5 L15.5 7.6 105.% 127.3 2.7 219.8 255.1 11.4 13.5 25.6 $.6 L8B.7 823.5 7.7

Durable Consumer Goods 282.1 542.3 9.8 2.2 110.2 5.2 2.1 bii.3 5.8 22.6 2.2 5.2 628.6 1,116,0 8.5
Furniture and fixtures 82.1 97.h 2.5 22.9 18.6 -3.0 25.1 20.4 -3.0 22.6 22.3 0.2 152.7 158.7 0.5
Hubber products 200.0 Lhk.§ 12.1 9.3 91.6 38.6 266.4 K10.9 6.4 - $.9 - 475.9 $57-3 10.5

Intermediate Goods 2,004.7 3,654.7 2.0 1,065.7 1, #M3.6 §.0 1,176.8  2,720.8 12.7 620.8  1,257.9 10.6 4,868.1 9,577.6 0.2
Wood and products 78.9 35.2 -10.9 37.4 35-9 -0.6 30.3 59.6 10.1 61.7 12.7 9.0 208.3 2L3.4 2.3
Paper and products 103.8 199.0 9.7 60.4 157.0 1.7 266.8 161.9 15.8 L3.6 79.6 9.0 L76.6 1,187.5 13.9
Lesther and products 1L8.3 127.4 -2.1 126.7 179.3 k.9 53.3 57-h 1.1 L7.L 16.9 -0.2 377.7 L1i.0 1.2
Chemicala 3-8 1,73.6 12.9 2LS.9 630.8 1kL.k §22.1  1,174.1 12.3 13%.0 u7?.7 15.9 1,845.5 L,01%.2 13.6
Petraleus and coal products 12.7 k5.3 19.9 3-8 11.3 16.9 - - - . 0.5 - 16.5 s7.1 19.4
Non-metallic minerals and products u59.2 7h9.2 7.2 292.8 uo1.2 4.6 126.2 205.5 7.2 107.0 196.2 5.1 985.2 1,552.1 6.1
Hasic metals 70.8 136.1 9.8 164.9 305.7 8.0 - 104.8 - - LY.L - 235.7 596.3 k.2
Metal Products 387.5 625.6 7.1 131.8 222.4 1.1 176.1 7.5 11.1 227.2 29%.9 3.8 922.6 1,510.L 7.3

Capitsl Goods 478.5  1,218.8 -3 162.0 W7.0 1. 236.2 461.1 10.0 152.3 245.5 1.3 1,029.0 2,216.4 12.0
Machliery {non-electrical) Lh.1 8.3 9.7 79.1 156.0 10.2 26.0 LC.6 6.6 19.1 18.1 -0.8 168.3 299.0 8.6
Electrical machinery 261.7 62L.6 13.2 L1.3 106.0 .4 126.2 37.3 1k.1 38.5 105.2 15.3 L68.1 1,153.1 13.7
Transport equipment 172.7 S09.9 16.7 L1.8 85.0 10.7 84.0 103.2 3.0 9k.3 i26.2 L3 392.6 824.3 11.2

Miscellaneaus 164.1 21.% .Y 9.1 249.8 1.2 3.6 8.7 10.9 105.2 &.c -11.8 428.0 801 .4 9.

Total 6,772.4  10,935.0 7.1 S.h71. 8,210.0 6.0 5,115.2  1,8060.8 6.4 2,°13.2 3,102.6 5.5 19;432.2 30,128.6 6.8

Note: The classification used in this table differs from that usea elsewhere in the report because data was not available. The differences are as follows: Pharmsoeuticals are included in chemicals, ceraaic

products in non-metallic mineral msnufactures, non-electrical appliances in metal products, elcctrical appliances in electrical machinery and motor verizles in transport equipment. All textiles are
included n non-durable consumer goods.

Sources: 1y60: DANY, Boletin Mensuai de E:tadistica, Nos. 137 and 1Ly, 1407 unpublished DAME data.




Table ﬁ: VALUE ADDED IN MANUFACTURING BY MAJCR DEPARTMENTS, 1967
{million current pesos

Cundinamarca Antioguia Valle Atlantico Subtotal Santander Bolivar Caldas Risaralda aca Total 9 National
[ Bogota } TMedellin) (Cali) (Barranquilla) {Bucaramanga {Cartagena) (Wanizeles) {Pereira) Depts. Total
Barrancaberme ja)

Non-durable cansumer goods 1,515-9 1,935.8 1,113.6 668.1 6,353.4 312.0 29%6.6 172.8 255.1 156.9 7,607 -4 8,429.7
Food 115.3 251.9 909.6 165.9 1,748.7 69.2 L7.0 51.8 116.8 13.6 2,047.1 2,42.3
Beverages 500.7 368.8 181.6 191.7 1,242.8 121.2 L9.0 6k.4 5941 138.7 1,675.2 2,072.4
Tobacco products 122.5 172.4 89.3 52.0 436.2 128.5 h2.6 - - - 607.3 605.7
Textiles 1hh.2 707.0 s8.5 36.8 9L6.5 8.2 0.3 21.8 20.1 0.2 997.1 1,001.1
Clothing and footwear 136.7 218.6 76.1 79.0 $10.4 .2 7.6 1.2 55.2 1.9 630.5 643.8
Printing and publishing 221.9 61.9 138.5 13.7 L38.0 7.8 15.5 4.9 3.0 1.0 y70.2 u77.7
Pharmaceuticals and !

related products 432.6 149.2 320.0 129.0 1,030.8 2.9 134.6 8.7 1.5 1.5 1,180.0 1,182.7

Durable consumer goods 478.6 .1 231.% 63.3 8.9 1.9 6.1 5.3 1-1 1.8 9071 923.3
Furniture and fixtures L1.5 9.8 9.7 8.0 75.0 4.5 2.1 1.3 1.8 0.5 8s.8 9k
Rubber products 187.8 3.1 1h7.7 L.b 374-0 1.5 - 0.9 2.6 - 3719.0 360.1
Electrical appliances 80.7 16.8 L5 9.9 152:5 0.4 1.9 2.5 0.2 - 157.5 157.8
Motor vehicles 162.6 3.k 35.4 k1.0 270.4 8.5 1.5 0.6 2.5 1.3 28).8 291.3

Intermediate goods 1,253.3 1,285.7 893.9 461.8 3,89,.7 4301 250. 8u.3 45.7 223.9 4,919.0 020.
Textiles k1 706.9 58.5 36.8 946.3 8.2 0.2 21.7 20.0 0.2 - 996.7 1,001.1
Wood and products 24.9 13.7 20.0 Sh.k 113.0 3.2 k.5 0.8 0.9 0.5 122.9 150.3
Paper and products 58.6 48.6 216.6 21.6 375.4 0.2 - 0.1 16.1 - 391.8 392.5
Leather and products L9.7 6h.h 28.6 10.9 153.65 3.9 - 0.l 3.5 0.1 161.5 167.
Chemicals other than

pharmaceuticals N7 109.3 23kL.6 9L.6 155.6 2.2 98.6 6.4 0.9 1.1 86L.8 865.6
Petroleum and coal products 13.6 5.5 - 0.1 19.2 367.8 Wt 2.3 - 29.6 560.0 571.6
Non-metallic minersl

products 365.h 176.6 101.3 106.0 749.3 18.9 k.5 9.8 1.7 214 805.3 8491
Basic metals 35.1 54.8 Lb.4 9.2 143.5 8.1 - 0.5 - 171.0 323.1 323.2
Metal products 2hly. 105.9 159.9 128.2 638.8 17.7 1.k 32.3 2.4 0.3 692.9 699.3

Capital goods 266.1 135.0 129.8 46.3 571.2 18.7 4.9 8.1 2.3 0.5 611.7 621.0
Mochanical machinery 361 88.1 21.2 10.5 155.9 14.9 0.3 2.5 1.1 - 174.7 181.9
Electrical machinery

{except appliances) 171.4 35.6 95.8 21.0 323.8 0.8 Lt 5.l 0.3 - 33k.k 33k.h
Transport equipment

(except motor vehicles) 58.6 1.3 12.8 14.8 97.5 3.0 0.5 0.2 0.9 0.5 102.6 104.7

Other 195.0 2.2 L0.9 19.0 401.1 3.1 2.8 0.9 0.3 0.2 408.6 y12.0

Total L 172.% 3,550.8 3,076.1 1,258.4 12,098.2 839.4 560.7 261.0 310.9 383.3 14,4535 15,406.3

Note: The classification in this Fable differs slightly from the classification shown in the national tables. In regional tables ceramic manufactures are included in non-metallic mineral
manufacturgs and non-electrical appliances in metal products. Estimates of departmental product‘on in the pharmaceutical, electrical appliance and motor vehicle sub-sectors were made
on the basis of the share of the sub-sectors in the national production of chemicals, electrica’ equipment and transport equipment respectively.

Source: Unpublished DANE data.



Nofi-durable consumer goods

Food

Boverageo

Toba¢co products

Textilea

Qothing and footWear

Printing and publishing

Pharmactuticals and
relatod producte

Durablg consumep goods

Furniture and fixtures
Rubber products
Eloctrical appliances
Motor vehicles

nterme o

Textilea

Wood and products

Papor and products

Leather and products

Chemicals other than
pharmaceuticals

Petroleum sad coal producta

Non-metallic mineral
products

Basic notals

Metal products

Capitel goods

Mechanical aschinary

Electrical machinery
{except appliancea)

Transport equipment
(except motor vehiclea}

Other

Total

23:h

17.0
2.2
20.1
Wb
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L6.9
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Note: The classificstion in this table differs slightly from the classification shown in the national tables.
manufactures and non-electrical appliances in metal products.

basis of the share of the sub-sectore in the nationa)l value added of chemicals, electrical equipment and transport equipment respectively.

Source: Appendix Table 15,

In regional tables ceramic manufactures are included in non-metallic minoral
Estimates of value added in the pharmaceutical, elactrical applisnce and motor vehicle sub-sectors were made on the



rable 17:

PERCENT DISTRIBUTION OF VALLE ADDED IN MANUFACTURING IN MAJOR DEPARTMENTS; 1567

Qundinamarca Antioquia Valle Atlantico Subtotal Santander Bolivar Caldas Risaralda Boyaca Total § National
{ Bogota ) [Medel 1in) {Cali) (Barranquilla) {Bucaramanga Cartagena (Manizales) {Pereirs) Depts. Total
Barrancaberme ja)

Non-durable copsumer goods 474 53.9 7.7 53.1 52.5 bl 52.9 66,2 82.2 Li.v 52.7 sh.7
Food 10.0 7.2 29.6 13.2 1.5 8.2 8.4 19.8 37.6 3.5 .2 15.9
Beverages 12.0 10.3 5.9 15.2 10.3 Wh.h 6.7 2h.7 19.0 36.2 11.6 13.5
Tobacco producta 2.9 4.8 2.9 4.1 3.6 15.3 7.6 - - - h.2 4.0
Textiles 3.5 15.7 6.3 2.9 7.8 1.0 0.1 8.4 6.5 0.1 6.9 6.5
Clothing and footwear 3.3 6.1 11 6.3 4-2 k.0 1.4 8.1 17-8 0.5 k.4 k.2
Printing and publishing 5.k 1.7 4.5 1.1 3.6 0.9 2.8 1.9 1.0 0.3 3.3 3.1
Pharmaceuticals and

related products 10.4 L.2 10,1 10.3 8.5 0.3 23.9 3.3 0.5 0.k 8.2 1.1

Durable consumer goods 1.h 2.6 1.8 5.0 1.2 1.8 1. 2.0 2.3 0.4y 6.3 6:0
Furniture and fixtures 1.1 0.3 0.3 0.6 0.6 0.5 0.5 0.5 0.6 0.1 0.6 0.6
Rubber products L.5 0.9 L.8 0.3 3. 0.2 - 0.3 0.8 - 2.6 2.5
Electrical appliances 1.9 0.5 1.5 0.8 1.3 0.1 0.3 1.0 0.1 ~ 1.3 1.0
Motor vehicles 3.8 0.9 1.2 3.3 2.2 1.0 0.3 0.2 0.8 0.3 2.0 1.9

Intermediata goods 30.0 5.8 29.0 36.1 32.2 S1.) b6 28.5 1.6 58.3 W 32.6
Textiles 3.5 15.7 1.9 2.9 7.8 1.0 - 8.3 6.k - 6.9 6.5
Wood and products 0.6 0.4 0.7 k-3 0.9 o.h 0.8 0.3 0.3 0.1 0.9 1.0
Paper and products 1.4 1. 8.0 1.7 3.9 - - - 5.2 - 2.7 2.5
Leathar sod products 1.2 1.8 0.9 0.9 1.3 0.5 - 0.2 19 - 1.1 1.1
Chemicals other than :

pharmaceuticals 7.6 3.0 7.6 7.5 6.2 0.3 17.6 2.% 0.3 0.3 6.0 5.6
Petroleua and coal producta 0.3 0.2 - 0. 0.2 L3.8 25.2 0.9 - 1.1 3.9 3.7
Non-metallic mineral

products 8.8 k.9 3.3 8.4 6.2 2.3 0.8 3.8 0.5 5.5 5.6 5.5
Basic metals 0.8 1.5 1.4 0.7 1.2 1.0 - 0.2 - Lh.6 2.2 2.1
Metal products 5.9 2.9 5.2 10.2 5.3 2.1 0.2 12.4 0.8 0.1 L.8 k.5

Capital goods 6.4 3.8 b2 21 4.8 2:3 0.9 SIS 0.8 o 42 k-0
Mechanical machinery 0.9 2.5 0.7 0.8 1.3 1.8 0.1 1.0 0.k - 1.2 1.2
Electrical machinery

(except appliances) kat 1.0 3. 1.7 2.7 0.1 0.7 2.1 0.1 - 2.3 2.2
Tranaport squipment

(except motor vehicles) 1.k 0.3 0.} 1.2 0.8 0.4 0.1 0.1 0.3 0.1 0.7 0.7

Other 4.8 4.0 13 L5 33 0.4 0.5 0:2 0 (] 2:8 2.7

Tatal 100.0 100.GC 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note: The classification of this table differs slightly from the classification shown in the national tablea. In regional tables ceramic manufactures are included in non-metallic mineral

manufactures and non-electrical appliances in metal products. Estimates of value added 1n the pharmaceutical, electrical appliance and motor vehicle sub-sectors were made am the basis

of the share of the sub-sectors in the national value added of chemicals, electrical equipment and transport equipment respectively.
Source: Appendix Table 15,



Non-durgble copsumer goods

Fuod

Buverages

Tobacco productsa

Textilaa

Clothing and footwear

Printing and publishing

Pharmgoeuticals and
related products

Durgble cimsumer goods

Furniture and [ixtured
Hubber products
Electrical appliances
Motor vehicles

Intermediate goods

Toxtilexs

Wood and products

Puper and products

ieather and products

Cheaicals other than
pbarmaceuticals

fetroleus and coal products

Non-metailic minersl
products

Hasic metals

Metal products

Capital goods

Mechanical machinery

Electrical machinsry
(excopt appliances)

Transport equipment
(excopt motor webicles)

{undinamarcs

i Bogota Tr

10,074
4,879
L,815
7,24y
5,123

5,355

1,118
2,12k
2,0L%

1,795
3,610

X, 816
1,109
1,308
1,126

3!37&
176

9,250
600
1,67

6,837
1,217
3,407

2,213

tioguia
Medellin)

33,261
5,511
2,129

622
13,704

7,611
1,700

2,0h

L

688
1,213
bl

955

30,900
13,70
748
1,020
1,632

1,166
13

?, 145

1,391
3,60

3,870
2,h3kL
851

265

E

-
~
T

Table 18:

Valle

“Tcal3)

25,169

11,613
1,242
45
Ly
3,817
2183’1

3,202

L8

561
2,43

630
1,187

2,80y

1,156
728

TUTAL EMPLOYMENT IN MANUFACTIRING BY MAJOR DEPARTMENTS, 1967

Atlantico
Barranguilla

2,969
1,850
13
1,037
3,726
53y

1,583

2,581

Lé3
213
22
1,690

9,188

th37
1,157
L9
I

1,108
&

1,533
392
2,725

1,832

Subtotal

Santander
Bucarumanga
Barpancabe rae ja)

6,507
2,234
e
1,240
L21
VL
176

116

3]
ny

20
sh2

Libo
L2y
175

197

By
1,199
743
543

Note: The classification in this table differy slightly from the clasgification shown in the national tables.
manufactures and non~electrical appiiances in metal groducts.

Souree:  Unpublisrsd TANE data.
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Caldas
Manirales

2,085

993
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25k
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Bby
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ZPcmira)

4,834

1,285
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128,872
37,013
12,720

3,269
23,145
21,666
11,370

13,689

22,93
L, 639
6,7L8

3,26%
8,260

81,551
23,145
iy, 828
6, 7
k, 025

9,913
1,998

22,513

b, 713
19,791

16,6898
5,625
6,208

S,065

g7

215,657

Nat tonal
Total

)yo,gzi
bk, 057
15, 362

3,L69
23,25
29,037
11,884

13,036

23,89
5,177
6,181

3,283
8,653

107, 949

23,290

366
6,183
h,377

9,996
2,061

24,739

L, 713
20,224

5,931
6,224
g,289

9,591

253,825

In regional tables ceramiuc mspufgetures are included in non-metailic mineral
Estimutes of departmental employment in the pharmaceutical, electrical appliante anc¢ mctar vericle sub-sectors were made
on the basis of the share of the sub-sectors in the pational employment of chemicals, electrical equipment and transport équipment respectively.



Yon-durable congumer goods
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Beverages

Tobacco products
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Clothing and footwear

Printing and publishing

Pharmaceuticals and
related products

Durable consumer goods

Furniture snd fixtures
Rubber products
Electrical applisnces
Motor_ vehiclea

Intermediate goods

Textiles

Wood and products

Paper and products

Leather and producta

Chemdi cals other than
pharmaceuticals

Petroleum and coal products

Non-metallic mineral
products

Basic metals

Metal products

ital goods

Mechanical machinery

Flectrical machipery
{except appliances)

Transport equipment

(except motor vehicles)

Total

Sh.7
k1.8

W2

20:2

Table 19:

CONTRIBUTION OF MAJOR DEPARTMENTS TO EMPLOYMENT IN MANUFACTURING, 1567
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Note: The classification of this table differs slightly from the classification shown in the nationel tables.
manufactures and non-electrical appliances in metal products.

of the share of the sub-sectors in the national employmemt aof chemicals, electrical equips:nt and transport equipment respectively.

Scurce: Appendix Table 18.

In regional tables ceramic manufactures are included in non-metallic aineral
Estimates of employment 1in the pharmaceutical, electrical appliance and motor vehicle sub-sectors were made on the basis



Table 20¢  PERCENTAGE DISTRIBUTION OF TOTAL EMPLOYMENT IN MANUFACTURINI BY MAJOR DEPARTMENTS, 1967

a

ti Valls Atlantico Subtotal Spntander Boliv, d Risarsl Boyacy  Total 9 Nstionsl
%ﬁﬁ) Call (Barranquilla) - (Bucaranangs {Cartagena) liﬁ alea) ereira . Depty. " Iotal

;

Barrancabermeja) .

Non-durgble consimsr goods 2y %] he.1 Ls.8 us1 2.1 55.8 52.8 13.9 0.2 468 L8-0
Food 1.3 7.5 23.0 1. 12.6 18.4 16.8 17.6 19.4 26.2 13.4 15.0
Beverages 5.2 2-3 2.5 7.0 L 6.4 8.2 6.5 7.8 5.1 k.6 5.2
Tobaoco products 0.5 0.8 1.3 0.5 0.8 10.2 2.5 - - - 1.2 1.2
Textilea 5.4 8.5 3.5 S.4 9.0 3.5 0.k 9.8 5.8 0.6 8.4 7.9
Clothing and footwear 8.2 10.2 7.6 13.9 9.3 [T 8.1 1.1 38.5 4.8 10.0 9.9
Printing and publishing 5.8 2.3 5.6 2.0 k.2 3. 6.3 b.S 1.5 1.5 b 4.0
Pharmaceuticals amd

related produats 6.0 2.7 6.3 5.9 5.1 1.0 13.5 3.3 0.9 2.6 4.8 k.7 .

Dursble consuser goods 1.5 kg 23 2:4 8.1 11 5.0 5:0 5:1 12 8.3 83
Puriture end fintures 2.k 0.9 \.L 1.7 1.6 2.6 3.2 1.7 2.3 1.0 1.7 1.8
Bubbar products 3.0 1.7 . 0.8 2.7 0.5 - 0.7 V.8 - 2.k 2.)
Electrical appliances 2.0 0.6 1.2 0.8 1.3 0.2 0.8 1.7 0.2 - 1.2 1.1
Motor vehicles 4. 1.} 2.3 6.3 3N L5 1.0 0.8 0.9 2.2 3.0 2.9

Intemmdiste goods 0.1 b6 22 575 #:0 204 .6 %.1 18:9 Moh A A7
Textiles 5.k 18.5 3.5 z.l. 9.0 3.5 0.k 9.8 5.8 0.7 8.4 1.9
Wood and products 1.2 1.0 2.k .3 1.8 1.k 3.6 1.2 1.3 0.8 1.8 2.2
Pppor and producty 1.8 1.4 6.1 1.8 2.5 0.1 - 0.2 3.8 - 2.2 24
Laather products 1.3 2.2 1.1 1.2 1.5 1.6 0.4 2.7 0.1 1.5 1.5
Chanicels other then

pharmaceuticals L.k 2.0 L.6 k.3 3.7 11.5 261 2.h 0.6 1.9 3.
Patroloum snd coal products 0.2 0.1 - - 0.1 - - 0.2 - - 0.1 0.7
Non~metallic mineral

producta 10.4 9.6 6.0 5.7 8.7 6.1 4.3 5.2 2.6 1.2 8.k 8.4
Basic metals 0.7 1.9 1.2 1.5 1.2 - - 1.9 - 29.1 1.8 1.6
Motal products 8.6 5.0 8.0 10.2 7.5 6.0 1.2 15.4 2.1 0.7 7.2 8.9

Capital goods L1 5.2 55 8.8 6.4 L2 28 k6 13 1b &1 5.9
Mechanical wachinery 1.4 3.3 1.7 1.4 3.0 4.8 0.4 0.8 1.0 - 2.0 2.0
Electrical machinery .

(exocept appliances) 3.8 V. 2.4 1.6 C2.h 0.3 1.5 3.3 0.3 - 2.3 20
Transport equipment

(except motor vehicles) 2.5 0.8 1.4 3.9 1.9 2.7 0.9 0.5 (% 1 1.4 1.8 1.8

Other L8 2.8 2.3 1] 1.8 1.3 0.2 0.8 9.2 - -k A2

Totel 100.0 100.0 100.0 100.0 100,0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Nots: The classification of this table differs slightly from the classification stown in the naticnal tables. In regional tables ceramic manufactures sre included in non-metalilc minersl

" manufacturea and non-electrical applignces in metel products. Estimates of total employment in the pharmaceutical, electrical applisnce md motar vehicle sub-sectors werd mads on the besis
of the share of the sub-sectara in the national employment of chemicals, electrical equipment and transport equipment respectively.

Jource: Appendix Tavie 18.

oAty



Tabls 2t UENCIES FOR MANUFACTURED Q0QDS
As Mgy, 15

Tarif? 2 cent Percent
i5gor under 16 to 3O 31 to LD 11 r.! Total Digtribution
Non-durgble consumer goods 2 9 69 9l i3h 429 16.0
Food S 7 32 34 17 37 132 L.?
Beveragas - 2 1 20 2 33 1.2
Tobacco products - - - - - - - -
Textilas 1 13 1 20 k5 Sk ik 5.k
Tlothing and footwear - - - - 1 38 Ls V.7
Printing and publis hing g 1 - 4 L 3 1?7 2.6
Pharmgceutd cals and
related products 16 16 18 7 1 - s8 2.2
Durgble consumar goodg 2 8 18 pig 8 15 81 2.9
Purniture and fixtures - - 3 - 1 S 13 0.5
Rubber prodicts 1 3 3 2k S - 36 1.3
Ceramic products - - - - 1 3 L Q.1
Non-electrical appliances - - S - - - 3 Q.2
Electrical sppliances - L 7 7 1 - 19 0.7
Motcr vehicles - 1 - - - 3 L 0.1
Intermediate goods 52 s 336 233 183 13 1,29 48.3
Textiles 3 16 a3 29 1L n 156 5.8
Wood and producta 3 N 8 20 7 1 49 1.8
Paper and products - 24 2 20 16 1 73 2.7
Leather and products - 6 S 2 19 3 L1 1.5
Chenicals other than
pharmaceuticals 32 111 56 55 33 ) 29% 11.0
Petroleum and coal products 23 19 L 1 - - L7 1.7
Non-metallic mineral products ! 30 3N 16 3L 19 131 4.9
Basic metals 29 116 82 n - - 238 8.8
Metal products 1 u7 65 79 60 1, 266 9.9
itai goods jrdl w2 197 58 35 @ 845 2.9
Mechanical machinery 125 145 n Jo 23 - 36k 13.5
Electrical machinery
(except appliances) 10 62 Ly 13 12 - 1u6 S.l
Transport equipment
{except motor wehicles) 36 35 17 15 20 12 135 5.0
Sther 2 4 a 42 44 48 ¥ 8.2
Total 296 18 $8 w1 a8y B8 2,69 100,

Source! Legislacion Economica, limitada, Nuevo Arancel de iduanas ds Colombia.



Table 22: levels of Protection of Manufactured Products
by Degree of Fabrication - Durable Consumer Goods

Ad Valorem Prior
Tariff Deposit Type of

(2) (%) License

Electrical Appliances

All electrical appliances

including refrigerators 50 130 Prior license
Parts 50 130 Prior license
Motors 50-60 30 Prior license
Electric wire Lus 30 Prior license
Aluminum sheets 30 130 Prior license
Cold rolled steel sheets 30 30 Prior license

Automotive

Passenger motorcars 230-450 130 Prior license
Chassis for motorcars 180 70 Prior license
Bodies 180 Lo Prior license
Parts 5, L0, 60, 100 30 Prior license
Spring steel Lo 130 Prior license
Cold rolled steel sheets 30 30 Prior license

Non-Electrical Appliances

Sewing machines 100 1 Prior license
Furniture for sewing machines 50 1 Prior license
Needles 100 1 Prohibited
Sewing head 50-100 1 Prior license
Other parts 50 1 Prior license
Rubber Products

Tires (except for tractors) 50 1-30 Prior license
Tire cases, threads, tubes,

tire flaps 50 30 Prior license
Zinc Oxide Lo 30 Free
Plates, sheet, strip, etc, of

unhardened, vulcanized rubber 55 30 Prior license
Carbon black 5 1 Prior license

Natural rubber 10 1l Prior license



Table 22 (Continued )

levels of Protection of Manufactured Products by

Degree of Fabrication - Non-Durable Consumer Goods

Textiles

Cotton textiles, not. bleached
or mercerized

Unbleached cotton yarn, not
for retail trade

Cotton, corded or combed

Raw cotton

Wool textiles

Corded or combed wool yarm,
wholesale

Carded or combed wool

Wool, not corded or combed

Synthetic textiles

Synthetic yarn

Synthetic fibers

Clothing

Clothing

Wool textiles

Cotton textiles
Synthetic textiles
Ornaments for clothing

Footwear, and other Consumer Goods

of Leather

Footwear

Handbags and all other leather
goods of consumer use

Parts for shoes

Tanning materials

Bovine cattle leather

Raw hides

Ad Valorem Prior
Tariff Deposit
(2) (%)
LO - LS 130

30 130
30 130
15 - 25 1
100 130
55 - 65 130
Lo 130
15 - 17 70
50 130
35 130
35 130
200 - 250 130
100 130
kO - L5 130
50 130
230 130
200 130
100 130
100 130
35 130
40 Lo
25 - 30 30

Type of

1icense

Prohibited

Prior license
Prohibited

Prior license
Prohibited

Prior l[icense
Prior License
Prior license
Prohibited

Prior license
Prior Iicense

Prohibited
Prohibited
Prohibited
Prohibited
Prohibited

Prohibited

Prohibited
Prohibited
Prohibited
Prohibited
Prohibited



Table 22 (Continued)

Ievels of Protection of Manufactured Products
by Degree of Fabrication - Capital Goods

Ad Valorem Prior

Tariff Deposit Type of
(%) (%) License
Metal Manufactures
Metal working - machine tools 15 1 Prior Iicense
Hand tools - shovels, picks, etc. 50 30 " gl
Special steels 25 130 " 1
Cast iron 8 130 1 n
Electrical Machinery
Generators, motors, transformers Lo - 60 30 " "
Parts Lo 10 " "
Copper wire 35 130 " "
Copper sheets Lo 130 " "
Cast iron 8 130 " "
Mechanical Machinery
Engines - steam and inmternal
combustion 25 - 30 30 - 70 " "
Engine parts 5 10 " "
Compressars & parts 50 - 60 1 " "
Generatars & parts Lo 1 " "
Special steels 25 130 " "
Cast iron ' 8 130 " 1"
Transport Equipment
Trucks:
w to 5 tons 200 10 " "
S to 10 tons 100 10 " "
over 10 tons 70 10 Tl 1
Buses 60 30 1 1"
Jeeps 20 30 " 0
Chassis: trucks) 20 30 i "
Jeeps ) 20 30 n "
buses) 25 5 " 1"
Bodies: jeeps) Lo 70 " "
buses)
Parts 5,40,60,100 30 " "
Motorcycles, etc. 25 30 " "
Spring steel 40 130 1 n
Cold-rolled steel sheets
(less than 3 mm.) 30 30 " "

Source: legislacion Economica, Limitada, Nuevo Arancel de Aduanas de Colombia.




Table 234 IMPCRTS OF MANUFACTURED PRODUCTS
— { thousard US$ )
1953 1960 1962 1963 1264 1965 1966 1967 1968
Non-durable consuser goods 2,827 2,926  25.233 20,053 2298k 16231 6,653  2wske 36,566
Food 16,672 7,313 4,979 1,524 8,732 1,353 8,135 2,894 1,768
Bevarages 2,868 1,566 1ok13 1,20l 1,253 1,216 3,932 1,108 2,825
Tobncco products 1,254 1,377 +,021 680 188 127 s 126 3,192
Tex:iles 1N L2 551 4,967 Lé7 - 178 1L -
Clohing and footwear 53k 3,291 2,485 3,206 3,262 478 1,32 1,179 576
Printing and publishing 1,835 953 1,2Lh 1,19 1,728 2,059 2,482 4,368 10,581
Pharmaceuticals and
related products 16,255 12,584 13,540 16,238 15,354 10,974 19,457 14,873 17,624
Durable_consumer goods 20,803 16,189 16,496 12,672 14,251 12,3080 31,163 26,313 21,981
Purniture and fixtures 736 33 108 133 Lo9 159 169 138 158
Rubber products 1,922 3,491 3,74k 3,556 4,076 2,L60 L, 169 2,631 L, 108
Ceramic products 4,755 152 1,476 1,062 1,19 378 787 667 728
Non-electrical appliances 1,673 - 237 320 2L 13 - - 129
Electrical appliances 1,868 850 1,062 3,625 1,432 399 626 522 568
Motor vehicles 9,8L7 11,663 9,872 3,976 6,899 8,838 25,412 22,355 16,290
Intermadiate goods 200,464 184,62 189,162 182,734 198,279 1.2, 873 255,181 16,988 198,008
Textiles 26,916 4,170 5,902 5,555 6,251 5,977 8,520 6,217 L, L0O9
Wood and products 1,266 1,459 555 262 132 181 260 228 30L
Papor and products 15,851 25,055 24,982 20,729 20,505 20,215 29,799 22,187 25, 39
Leather and producta 935 164 142 - - 216 275 - N
Chemicals other than
sharmaceutd cals 36,133 64,169 72,890 78,616 79,568 61,155 122,126 71,809 Sk, k29
Petroleum and coal products 31,453 14,133 17,361 13,385 10,833 6,051 7,799 7,070 5,187
Non-metallic mineral
products 4,878 7,429 6,658 L,926 k4,268 3,222 3,L29 3,385 l,071
Bazic metals 50,987 L7,378 45,051 48,413 60,206 39,954 72,651 u3,257 sL,776
Metal products 32,0L5 20,670 15,621 10,848 16,476 5,902 10,282 10,835 9,343
Capital goods 206,002 209,670 220,201 170,556 249,192 196,650 23h,348 205,20 276,721
Mecnanical machinery 113,960 123,066 139,06l 82,297 11,069 115,970 141,753 118,523 152,550
Electrical machinery
(except appliances) 33,097 35,888 Lk, 821 41,982 48,619 35,503 38,325 34,257 39,077
Transport equipment
(except motor vehicles) 58,925 50,716 36,316 46,277 68,504 u5,177 sk, 270 52,451 85,060
Qther 16,450 14,709 16,729 16,289 15,784 9,128 16,351 11,787 15,601
Total manufactured imports . 483,584 121 467,821 11,30 500,490 77,232 512,696 433,281 sh8, 883
Total imports Shb, 548 18,58 Sho,47s 506,022 586,291 453,501 67h, 1146 96,862 643,259
Note: 1453 figures wers convertad to US dollars st the rate of 2.51 pesan per dollar for imports.

Source: 1953 and 1960: DANE, A‘% d
Statistics-geries D3 1

shed United Nations data.

o Camargio Exterior, 1953 and 1960; 1962-19671 United Nations, Statistical Office, Commodity Trade

7001 unpu



M EXIPORTS OF MANUFACTUHED PRQUCTS

thoua
1933 1960 1962 1963 196 1965 1966 1967 1568
Non-durgble consumer goods %2 $60 1,23 Lab? Lok L3 uubs sy 8,01
Food [ 12 - - 128 - - - 550
Beverages t: i - - - e - - -
Tob ducts 22 - - T = = - =
T:x:ici:apm " 76 12 - - - 176 166 m 1y
Clothing and footwsar L31 26 - - 26 L86 Lé 378 1,256
Printing and publishing 19 22 268 335 596 794 662 653 1,741
Pharmaceuticals and
related products 226 Lés 96l 1,012 2,066 1,657 1,80 1,817 2,313
Durable consumer goods 2 123 n 2 Lger 2,185 LD 2721 2,96
Furniture and fixtires [ &y n 3 10 - 13 17
Rubber products - i5 - = - 2;Mo h,Z% 1,915 1,3k
Ceramic products 3 6 - - - 1k 199 L&Y 1,21
Non-electrical appliances - - - - 517 12 177 - 100
Electrical appliances - - - - 806 - - - 107
Motor vehicles - 33 - - - - Tk 194 -
Intermediate goods 3,580 11,288 28,468 18,390 29;7“ 3k, 70 Ll_1_ ,Thh L5,878 51 ,0(5_5__
Textiles 720 29 9,006 L, 629 8,296 10, 383 8,120 7,070 9,185
wWood and products sh Lé 1,514 2,45 3,770 2,682 2,k 3,263 4, 000
Paper and producta 1 10 - - - 940 6,624 8,568 10,046
Leather and products 1,807 &46 1,640 1,820 3,360 3,506 3,322 2,h20 3,510
Chemicals other than
pharmaceuticals 28 256 1,781 1,L25 2,368 4,492 4,785 2,864 6,248
Petroleum and coal prodicts W3 7,755 7,453 k, 600 7,801 7,895 9,690 13,453 1k, 382
Non-metallic mineral products 6lb 2,016 4,031 3,373 3,574 2,961 L, 375 5,72k 7,761
Basic metals 12 10 b3 st 159 573 895 735 392
Metal products 22 218 - - 307 1,308 1,5Q9 1,781 1,503
ital goods A 1,956 1,792 i) 180 1,379 3,490 2373 4,059
Mechanical machinary 133 1,855 1,792 143 678 1,809 2,604 2,821 3,06k
Electrical machinery
(except appliances) L 63 - - - 170 87s 552 116
Transport equipment
(except motor vehicles) - 38 - 206 102 - 11 - 259
Other 22 8 298 489 261 1,161 1,110 637 135
Total manufsctured sxports W3l 14,013 28,81 20,578 35,828 43,778 Sha102 55,568 10,831
Tot. orts 96 132 464,578 héj .gO} L4h6, 657 EQB! 1 & E 39, 14k 59[,591 509,923 558,278
Note: 1953 figures were converted to US dollars at the rate of 2.50 pegsos per dollar.for exports.

Source: 1953 and 1960: DANE, Anuario de Comercioc Exterior, 1953 and 1560; 1962~i967: United Rations, Statistical Office,
Cowmodity Trade Statistics-Series D; 1908: unpublished Unitad Naticna data.




Table 25: COLOMBIAN EYPORTS OF MANUFACTURES 10 THE ANDEAN CHOUP AND IATIN AMERTCAN FREE TRADE AREA

Tin o)
Total Total
Ecuador Peru Chile Bolivia Venezuela Paraguay Mexd co Bragil Argentina Uruguay Andean Group LaFTa
Non-durable Consiser Goods 1,830,455 281,901 18,680 32,338 195,147 36,557 16,246 156,u1) 16,743 815 2,358;521 2,645,232
Food - 1,426 3,640 1,011 - - 6,722 12,651 - - 6,017 25,L450
Beverages - - - - - - - - 1,709 - - 1,709
Tobacco products - 1,525 - - - - - - - - 1,525 1,525
Textiles 32,82 11,79 2,021 - 12,989 - - 23,542 - - 59,613 63,155
Clothing and footwear 3,600 - - 200 S,Thh - 13,660 111,29 - - 9,5Lk 13k,500
Printing and publishing 87,317 259, 0Ll 13,019 12,920 165,262 36,557 52,392 1,029 15,03, 815 537,622 643,19
Pharmactuticals and related
products 1,706,666 8,115 - 18,207 11,152 - 3,L72 1,923 - - 1,7h4,140 1,755,535
Dursble Coasumer Goods 126,870 32,568 1,129 170,336 92,166 9,07 - 17,b23 915,288 - 431,069 1,062,855
Furniture and fixtures 135 5,L37 - - 7,39 - - 17,h23 - - 12,966 30,389
Rubber products 72,598 25, 361 7,129 170, 336 2,918 39,075 - - 575,288 - 278, 32 892,705
Coramic products 36,774 - - - 2,93% - - - - - 38,10 39,710
Non-electrical appliances 2,06} - - - - - - - - - 2,064 2,06l
Electrical sppliances 17,299 1,770 - - 768,918 - - - - - 97,967 91,987
Motor vehicles - - - - - .- - - - - - -
Intermedi ate Goods 631,040 3,127,255 1,198,968 Lh,638  3,619,89% 1,606 989,566 60,616 1,42, 322 6,909 12,021,797 15,028,366
Textiles 1,31k,271 1,020,215 815,612 20,127 1,894,174 1,606 - 350, 3L 79,17 368 5,060, 399 6,136,431,
Wood products 1,976 L70 - - 21,L10 - - - - - 22,956 22,956
Paper and products 558,928 75,578 7,615 m 99,1393 - k3,353 5,368 - ks 41,825 790,891
Lasther and products T22 10 2,13 - ki, 907 - - 6,462 119.197 - 8,392 134,051
Chemical products 380,479 353,507 262,252 2,123 510,498 - 422,013 183, 600 $91,759 4,293 1,509,859 2,112,524
Petroleum and coal products i2h,81L 1,368,427 26,075 - 39,15) - 523,036 - - - 1,578,470 2,101,506
Non-metallic mineral products 9Tk, 70l 53,2 - 8,267 598, 370 - - - - - 1,634,822 1,634,822
Basic metals 115,150 l;, 680 - Koz 5,435 - - 302 - - 125,667 125,969
Metal products 360,856 230,927 83,501 13,608 646,515 - 36k 13,8% 11,6L49 1,903 1,335,407 1,363,213
Capital Goods 420,491 40,960 448,600 24,473 686,865 = 764 69,61 117,52 - 1,621,389 1,743,616
Mechanical machinery 300,575 39,443 270,727 6,822 586,277 - h,764 - 69,020 - 1,203,684, 1,277,628
Electrical machinery (except
appliances) 92,478 600 177,873 17,651 20,308 - - 69,631 48,503 - 308,510 427 ,0Lh
Transport equipsent (except
motar vehicles) 27,438 97 - - 80,280 - - - - - 108,635 108,635
Other 38,680 28,318 62,619 40 167,462 - 48,227 - 15 . 297,133 5,361
Total 6,249,536 11,002 1,736,016 271,825  14;961,536 77,238 1,116,803 803,661 2,151,891 1,72 16,729,915 20,889,232

Source; DANE, Boletin Mensual de Estadistica, Number 220.







Table 26

Average Nominal Tariff for Manufactured Products - 1970

Category
NON-DURABLE CONSUMER GOODS 108.4L
Food 82.2
Beverages 75.2
Tobacco Products 140.0
Articles of Textile other than Clothing 111.6
Clothing & Footwear \ 180.1
Clothing 213.0
Footwenr 15 .4
Other wearing apparel 181.8
Printing 65.9
Pharmaceuticals 33.9
Pharmaceuticals 23.6
Other Lh.3
DURABLE CONSUMER GOODS 107.9
Furniture 119.6
Rubber Products 32.2
Rubber plates, sheets, etc. 5L4.5
Rubber “ires 36.8
Rubber manufactures 65 .4
Ceramic Products 125.0
Glassware 225.0
Non-Electrical Appliances Lo.0o
Electrical Appliances L2.6
Passenger Motor Vehicles 262.5
INTERMEDIATE GOODS 6.4
Textiles
‘Wood and Products 73.8
Wood - L8.2
Veneer, plywood, reconst. wood 60.0
Wood products 140.0
Cork-and products 26.C
Manufactures of straw 95.0



Table 26 (Comtinued)

Category

INTERMEDIATE GOODS (Comtinued )
Paper and Products

Pulp

Paper & paperboard in rolls

Paper & paperboard to size
Paper products

leather and Products

Leather
Leather products

Chemicals

Fertilizers

Tannming materials
Essential oils, glues
Miscellaneous chemicals

Plastics
Fats and oils

Petroleum and Products

Coal

Pstroleum products
Non-Metallic Mineral Products

Articles of stone, plastic, cement
Glass
Basic Metals
Iron and steel
Cooper
Nickel
Aduminum
lead
Zinc
Tin

Metal Manufactures
Tubes, pipes

Tool implements
Other

CAPITAL GOODS

Mechanical Machinrery

Agricultural machinery
Mechanical machinery cther than agricul.
Tractors

Electrical Machinery

62.2

20.8
50.7
80.7
96.5
ol.b
99.5
89.8

39.3

36.6
58.7
33.L
62.6
39.1
21.7
27.7
15.8
72.7
57.3
88.0
25.9
30.8
22,9

28.L



Table 26 (Continued)

Categg_x:z

CAPITAL GOODS (Continued)

Transport Ll.h
Railroad 2L4.0
Buses, trucks, Jjeeps, stc. 63.8
Aireraft 3.5
Ships Th.h

OTHER 2.5
Optical photographic etc. L3.5
Musical instruments reconst. 77.6
Clocks L0.3
QOther 128.8

TOTAL

Note: When more than one rate applies for a given category, an arithmetic
average has been calculated.

Sovrce: legislacion Economica, Limitada, Nuevo Arancel de Aduanes de Colombia.







Value of Global Licenses Approved - 1967-1969

Table 27

(in thousand US$)

Non-Durable Consumer Goods

Food

Beverages

Tobacco Products

Textiles

Clothing and Footwear

Printing and Publishing

Pharmaceuticals, soap and
related products

Durable Consumer Goods
Furniture & Fixtures
Rubber Products
Electrical Appliances
Automotives

Intermediate Goods

Wood Products

Paper & Products

Leather Products

Chemicals

Petroleum & Coal Products
Non~metallic Mineral Products
Basic Metal Products

Metal Products

Capltal Goods

Mechanical Machinery
Electrical Machinery
Transport Equipment

Miscellaneous /_l

Total

1969

1967 1968
18,763.L  12,L29.5 25,836.L
§8,393.§ (7,71u.h 56,353.3

97.7
8,689.7  L,055.2 21,788.2
472.2 28).8 45.2
782.2 267.0 272.8
325.1 108.1 125.0
161.0 55.2

101.0
60.0 55.2
22,775.9 35,702.2 39,981.5
9L40.4L 6,571.0
384.2 709.1  3,252.1
541.0 296.8 LS.7
900.3 15,086.1 12,263.3
13’)43908 19,305-9 7,877 07
1,883.3 64.0  L,737.L
2,219.7 123.9  1,886.L
2,467.2 116.L  3,347.9
1,5L46.3 165.9 326.1
530 S =D
3030 11600
9L.2

5,189.6 2,367.3  LL,165.5
L8,L36.2 50,66L.9 110,36L.7

/_21.. Refers mostly to investments in non-manufacturing activities.

Sourge; Unpublished INCOMEX data.






APPENDIX 2

NOTES ON COLOMBIAN MANUFACTURING STATISTICS

1. The main sources used in the preparation of this report are
statistical series prepared by the National Statistical Office (Departa-
mento Administrativo Nacional de Estadistica-DANE), the Bank of the Repub-
lic (Banco de la Republica), and the Superintendency of Corporations
(Superintendencia de Sociedades Anonimas-SUPERANONIMAS).

Manufacturing Industry Data

2, DANE, the nétional statigtical office, is in charge of collect-
ing manufacturing statistics. Data for the manufacturing sector were first
collected in 1945, when the first economic census of Colombia was taken.
Manufacturing statistics were again collected in 1953, at the time nf the
second census of manufactures. There has not been a complete census of

the manufacturing sector since 1953, although a yearly sample survey of
manufacturing based on the 1953 census has been taken since 1956. DANE
hopes to take a third census of manufacturing industries in 1970; to this
end special efforts are being made to insure the completeness and accuracy
of the 1969 sample survey, which is being called a ''pre-census."

3. 1967 is the last year for which data of the sample survey of
manufactures is available, although the data for the 1968 sample survey
are already being processed (March 1970) and the questionnaires for the
1969 survey are ready. As in the case with most sample surveys of manu-
factures, the accuracy of the data is difficult to determine on a year
to year basis; a portion of the sample is estimated, and it is not clear
just how the estimates have been made. Moreover, keeping the number of
reporting firms updated is difficult on yearly samples. This affects all
types of data such as employment and number of establishments not only
value figures, where the large firms, which always report, weigh heavily
in the total. Hence, although the DANE figures can generally be used
for comparisons over time because there have been no drastic changes in
definitions, year-to-year changes should be viewed with care because of
the unavoidable changes in sampling from year to year.

4, The DANE sample survey covers firms employing more than five
workers or producing more than 24,000 pesos of output. (Herinafter,

when reference is made to five workers it is meant to include firms which
employ more than five workers or produce more than 24,000 pesos of output).

5. In the sample surveys, DANE has taken a census of the larger
establishments and has made estimates for the smaller firms. The census-
type coverage of larger firms has changed over time. From 1956 to 1961,
DANE took a census of all establishments employing more than ten workers
and made an estimate, on the basis of the 1953 census, of firms employing
between five and ten workers. In 1952, a quasi census was taken, in that
all firms employing more than five workers were included in the sample
survey. For 1963, firms employing more than 15 workers were surveyed.



APPENDIX 2
Page 2

Between 1964 and 1967, all firms employing more than 15 workers were
surveyed as well as all the firms in large cities which employ more than
five workers.

6. It is not clear how the estimates for the smaller firmg have
been made over time. Since 1963, DANE has carried over the data for

firms with less than 15 workers from the previous year. Hence, the 1963
figures include the data for the 1962 sample survey for firms with less
than 15 workers. From 1964 to 1968, estimates for the five to 15 category
hased on the sample of large cities of the previous year have been in-
cluded in the data. Table 1 gives an indication of the magnitude of the
estimated values.

7. The sample surveys always include the following information:
number of establishments, total employment, remumerated employment, wages
and salaries earned, social benefits paid, gross value of production, gross
value added, HP installed, and net investment., Data i3 available by size
of establishments and by Departments. 1/

8. There are some difficulties with the DANE statistics. First,

the coverage of smaller enterprises is probably inadequate. Since a census
of manufactures has not been taken for the past 17 years, the Directory of
Manufacturing Enterprises which DANE has is outdated and no systematic or
adequate means of updating this Directory have been found. For 1967 and
1968, no updating whatsoever was done. Consequently, the 1967 survey shows
a decline in the number of reporting establishments in all 20 industrial
categories. At the present time, an attempt is being made to make a sur-~
vey of enterprises. Secondly, the handicraft sector has not been covered
since 1953. Moreover, the data in the sample survey includes a category

of firms employing less than five workers, but which in 1953 had a valuye

of production of more than 24,000 pesos which has not been revised since
that time. Thus, the 3,500 firms which at that time fitted in this category,
are still being included without any major updating (this 1s clearly seen
in Table 1 below). Third, the method used to estimate the smaller firms

is not clear. DANE is planning to include only plants with 14 or wmore
workers in future sample surveys. While this has advantages, it is es~
sential that past data be made comparable to the new survey and that manuy-
facturing censuses be carried out more frequently. Fourth, there are
difficulties with DANE definition of value-added and investment. DANE
value added figures are overvalued. In calculating value-added, DANE de-~
ducts from the value of production figures the cost of raw material imputs

1/ 1In the past, sample survey figures have been published in DANE, Anuario
Estadistico de Colombia, or Boletin Mensual de Estadistica. The more
detailed sample survey data have usually been published in the Boletin.
Recently, there has been a change in the presentation of the Boletin
and it is not clear as to how the sample survey figures will be
published.




Table 1 - Breakdown of DANE Basic Industrial Statistics by Size

Total 15 & more workers
(actuals)
Value of Output 1 2
{Mi1l. current pesos)
1963 19,955.2 18,043.0
196} 2l4,047.0 21,757.3
1965 27,7L6.0 25,113.3
1966 33,8L46.1 30,6L6.7
1967 37,L02.1 34,024.7
Value Added
{(Mi11. current pesos)
1963 8,768.2 8,103.8
196l 10,101.3 9,436.7
1965 11,661.6 10,910.2
1966 13,823.7 12,9617.5
1967 15,406.4 14,515.0
Establishments
1963 11,296 2,786
196l 11,674 2,635
1965 11,959 2,585
1966 11,797 26&
1967 10,873 2,973
Total Employment
1963 280,520 299,143
196l 283,841 226,002
1965 294,221 230,766
1966 299,508 2hly,043
1667 293,825 248,754
Sources: Unpublished DANE data and Appendix Table 10.

-1l workers

estimabes)

5,073
5,402
S,6L7
5,k21
L,354

u1,117
11,181
146,670
LL,605
3k,090

Less than 5 workers
more than 2,000 pesos

(Bstiﬁates)

292.5
39,.3
L61.7
515.7
686.5

199.7
122.5
137.9
154.7
212.1

3,505
3,637
3,727
3,7
3,5L6

10,260
13,658
16,785
10,860
10,981

3/1

percent

€ adsg

7 XTpueddy
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and the cost of electricity consumed, but it does not deduct the cost of
services rendered to the firms (such as freight costs, telephones, etc.).
The net fixed investment figures given by DANE is not net of depreciation.
The investment figure is, in fact, the value of equipment, land and build-
ings bought, less the value of equipment, land and buildings sold. More-
over, it is probable that there have been changes in the definition of net
investment over time.

9. In the report, the Mission has used 1953, 1960 and 1967 as bench-
mark years. Although the 1967 figures are suspect, they are the last year
for which data are available. The Mission felt that any difficulties aris-
ing out of changes in definition or estimating procedures would be largely
cancelled out over the two seven-year spans and that these periods would
better reflect actual growth trends than yearly fluctuatioms. In inter-
industry comparisons for a given year the difficulties associated with the
1967 data - poor coverage of smaller enterprises ~ are of lesser importance.

10. In spite of the difficulties asasociated with the sample surveys,
the Mission feels that, compared to other developing countries, DANE has
made great efforts to present reliable and comparable statistics. The
DANE staff, moreover, is well aware of the difficulties associated with
sample surveys. One of the fundamental difficulties with the data is that
a census of manufacturing has not been carried out for the last 17 years.
Thus, a recent benchmark year from which to base estimates of growth is
not available. The absence of a census for manufacturing, moreover, has
affected the preparation of other economic indicators, such as the price
indices. The Migsion believes that a census of manufacturing and mining
is necessary and would be of great use in better determining the present
gtatug and past growth of the manufacturing and mining sectors.

National Income Data

11. The Economics Department of the Bank of the Republin: is in
charge of preparing the national accounts data which include figures for
value-added in manufacturing. The Bank of the Republic uses DANE data
for the factory sector 1/, and makes estimates for the handicr:ft sector.
The breakdown of the Bamk of the Republic value-added estimates is shown
in Table 2, '

12, The first estimates of the factory sector data are based on a
physical volume of production index, which is developed by the Bank of
the Republic partly on the basis of data supplied by DANE and partly from
the Bank's own survey of manufactures. The growth of the physical index
is then applied to the constant price series of the factory sector and an

1/ Defined by the Bank of the Republic as firms employing more than five
workers or producing more than 24,000 pesos which is the same as the
dane definition.
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egstimate of the DANE current value~added figure made later, on the basgis
of a price index developed by the National Accounts Division of the Bank
of the Republic.

Table 2: BREAKDOWN OF BANK OF THE REPUBLIC VALUE ADDED

Total Factory Handicraft Share of
Manufacturing Sector Sector Handicraft in Total
1950 1,401.5 1,058.5 343.0 24.5
1951 1,485.1 1,113.1 372.0 25.0
1952 1,584.3 1,195.3 389.0 24.6
1953 1,743.0 1,340.0 403.0 23.1
1954 1,980.7 1,538.7 442.0 22.3
1955 2,252.7 1,803.7 449,0 19.9
1956 2,515.6 2,015.6 500.0 20.0
1957 3,092.9 2,470.9 622.0 20.1
1958 3,590.2 2,848.2 742.0 20.7
1959 4,152.1 3,322.1 830.0 20.0
1960 4,939.4 4,029.4 910.0 18.4
1961 5,655.2 4,675.2 980.0 17.3
1962 6,708.0 5,631.6 1,076.4 16.0
1963 9,050.0 7,624.2 1,425.8 15.8
1964 10,320.3 8,736.4 1,583.4 15.3
1965 11,966.4 10,181.5 1,784.9 14.9
1966 14,212.8 11,984.6 2,228.2 15.7
1967 15,661.7 13,182.0 2,479.7 15.8
1968 17,550.0 14,828.1 2,721.9 15.5

Nota: Factory sector: firms employing more than five workers or produc-
ing more than 24,000 pesos.

Sources: Banco de la Republica, Cuentas Nacionales 1950-1967, and un-
published Banco de la Republica data.

13. A major difficulty with this method of arriving at value-added
is rthat the physical volume of production index uses weights of 1957,
when the intermediate goods industries were still in the process of growth.
It is not clear how the National Accountg Division derives the price index
used to convert the congtant series to current prices. In arriving at a
current price figure, the Bank reviges its preliminary estimates when the
DANE figures for the factory sector are published. The Bank deducts from
the DANE figure on value-added their own estimate of non-material inputs.
Table 3 shows the difference between DANE and Bank of the Republic esti-
mates for value-added in the factory sector. Discrepancy between national
accounts and sample survey figures is not unique to Colombia; 1t is quite
common in developed as well as developing countries. The discrepancies

in Colombian figures, moreover, are less marked than in many other coun-
tries.
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14. Value-added in the handicraft sector is estimated on: the basis
of the 1953 census of manufactures. Growth has been projected by sub-
sectors on the basis of such variables as population growth and: the growth
of textile production. On the basis of these estimates, the share of
handicraft in total value-added has declined from about. 25 percent in

the early 1950s to 15 percent in 1967.

Trade Data

15. Colombia publishes its trade data in both dollars and pesos.
The trade statistics have been published until 1965, and are available
through 1968. Part of 1969 1is already processed. The Mission has used
Colombian data as published: im United: Nations, Statistical Office, Com-
modity Trade Statistics (Statistical Papers, Series D) for the years:
1962-1968. Data for 1953 and 1960 were taken from the Trade Statistics
of Colombia. For some years, the Mission has- found: inconsistencies be-
tween: the Colombian data published: in: the: United: Nations: publications: and.
those« published in the Trade: Yearbook:. of Colombia.

Table 3.: VALUE ADDED: IN: FACTORY. SECTOR
(Million: current- peges)

DANE Bank. of Republic. DANE /Bank. of Republic
1953. 1,498.7 1,340.0 111.84
1958 3,233.9 2,848.2 113.54
1960 4,648.6 4:,029.4- 115.317
1961 5,414.8 4,675.2 115.82
1962 6,481.3 5,631.6 115.09
1963 8,768.7 7,624.2 115.01
1964 10,101.4 8,736.9 115.62
1965 11,661.8 10,181.5" 114-.54
1966 13,823.7 11,9846 115.35
1967 15,406.4. 13,182.0 116.87

Sources: Appendix Table: 3. and- Banco de la Republica,
Cuentas Nacionales, 1950-1967.

Corporate Data

16. The Superintendency of Corporations collects financial data from
all corporations in Colombia. These data. are tabulated by sector (agricul-
ture, manufacturing, mining, etc.) and are available yearly with about a
2-year lag. 1In manufacturing, the Superintendency has also prepared a de-
tailed tabulation by individual manufacturing industries for the period
1963-67 for a fixed number of identical corporations. This data on sales,
value added, depreciation, profits, balance sheet. items: and sources and
uses of working capital should be a valuable. tool in amalyzing the trends
ir the affairs of large industries, particularly for the large corporatiomns.



APPENDIX 2

Page 7
Deflators
17. The wholesale price index of the Bank of the Republic has been

used to inflate manufacturing production figures to constant 1968 prices.
IN the report, each industrial branch has been deflated by the appropriate
wholesale price index; the deflator derived from dividing total current
over total constant value of production, as given in Appendix Tables

and , 18 therefore a derived deflator for manufacturing and not the
general wholesale price deflator. Table 4 lists the deflators used.

18. The overall index consists of prices for about 270 items. This
index has serious difficulties insofar as it uses weights of the early
1950s and the sample is probably relatively small. The difficulties as-
sociated with using old weights are of less importance for the component
sub-sector price indices used as deflators in the report.

19. Wages have been deflated by the general cost of living index for
workers published by the Bank of the Republic.

Exchange Rates

20, Whenever trade figures have had to be converted into dollars,
the "principal selling rate'" was used for imports and the '"other export
rate" for exports. To convert manufacturing industry data into dollars,
the ''principal selling rate' was used.

Table 4: WHOLESALE PRICE INDICES USED IN
MANUFACTURING INDUSTRY ANALYSIS

Non-Durable Consumer Goods

Food: general good index
Beverages: beverage index

Tobacco products: index for tobacco and manufactures (this index
. includes raw tobacco as well)

Textiles: index for yarn and textiles used for congumer
and intermediate textiles

Clothing & footwear:the clothing index and the footwear index as
given in the Banco de la Republica statistics
were combined by using the 1966 value added as
weight

Printing &
publishing: for lack of a better index, the paper products

index was used

Pharmaceuticals: pharmaceutical index
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Table 4 (Continued)

Non-Durable Consumer Goods

Soaps & related
products: general chemicals index

Durable Consumer Goods

Furniture &
fixtures: furniture index

Rubber products: index for rubber products

Ceramic manu-
factures: index for non-metallic mineral manufactures -
this index does not include ceramic products,
but it is the only one available

Non-electrical
appliances: "index for metal manufactures
Electrical
appliances: general index for electrical machinery used.
A precise index for electrical appliances cannot
be derived from the indices given by the Banco
de la Republica
Automotive
industry: general index for transport equipment
Miscellaneous
manufactures since many of these products are scientific and

professional equipment the electrical machinery
index was used

Intermediate Goods

Wood products: wood products index
Paper & paper
products: index for paper products was used. This index
excludes prices for pulp.

Leather products: index for leather manufactures

Chemicals other than
pharmaceuticals: general index for chemicals

Petroleum and coal
products: fuel index
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Table 4(Continued)
Intermediate Goods
Non-metallic mineral
manufactures other
than ceramics: general index for non-metallic mineral
manufactures
Basic metals: index for common metals
Metal manufactures: index for manufactured metals
Capital Goods
Mechanical manu-~
factures: general index for non-electrical machinery
Electrical
machinery: general index for electrical machinery
Transport

€,;dipment, other
than automotive: general index for transport equipment

Source: Banco de la Republica XLIV Informe Anual Del Gerente a la Junta

Directiva, Segunda Parte and Revista del Banco de la Republica,
December 1969.
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THE MINING CODE 1/
HISTORICAL BACKGROUND
1. As a consequence of historical development, certain minerals

have pagssed into private ownership in some areas (as unusual situation in
Latin America); others are owned by the Government and administered on
regalian principles.

R During the colonial period and the first 40 years of independence,
the regalian theory of title to the subsoil prevailed in Colombia. All
mines belonged to the national state (Mining Ordinance of New Spain, 1763;
Decree of Simon Bolivar, October 28, 1829). This principle was maintained
until 1858, when the Republic was organized in Federal form. The Consti-
tutions of 1858 and 1863 reserved only the emerald and rock-salt mines as
property of the Nation; the federated states were free to legislate with
respect to all other mineral substances and considerable state legislation
followed. Most of these laws claimed ownership of gold, silver, platinum,
and copper for the local state but left other minerals to be disposed of
by the owner of the soil, Thus, there prevailed in Colombia a mixed
system for minerala. The regalian theory, the theory of private titles,
and one state, Cauca, granted all minerals to the landowner.

3. By Decree of October 28, 1873, the central government reserved
for itself the title to all minerals that existed or that should be
discovered in unappropriated lands.

4, In 1886 the country was reorganized in the form of a single
central Republic, and by the constitution of that year the national
recovered for itself the mineral rights that had belonged to the federated
states, leaving unaffected, however, rights previously acquired by private
owners. The minerals that have belonged to the nation since 1886 are:

1. Emerald and rock salt.

2. Deposits of petroleum, iron, coal, sulphur, asphalt, and,
in general, all non-metallic minerals that exist in
unappropriated lands or in lands wherein the surface
title passed out of the ownership of the state after
October 28, 1873 (Fiscal Code).

3. Gold, silver, platinum, copper, and precious stones.

1/ This summary was prepared by Ely and Duncan, Counsellors-At-Law,
in connection with their contract with the Bureau of Mines, U.S.
Departmant of the Interior, for revision of Mr. Ely's book,
"Summary of the Mining and Petroleum Laws of the World" pamblished
in 1961.
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Mines that may belong to private owners are as- follows:

1. In gold, silver, platinum, and copper when the: owners-
hold adjudicated titles issued by the State;

2, In petroleum, iromn, coal, sulphur, asphalt, and, in
general, all non-metallic mineral. deposits. that exist
in. lands where: the- surface title: passed. out. of owner--
ship of the State before October 28, 1873 (Fiscal
Code) .

MINING LEGISLATION:

5. The. Mining Law of 1967, Law.60. of December 26, 1967, and the:
President's Decree- 1163 of June 19, 1967, as-modified by the recently
passed Law No. 20 of December 11, 1969, arecthe.major laws: governing.
mining in Colombia. 1/ In addition, there.are:numerous. older laws: and-
decrees which remain in effect, subject. to the provisions of the-new.
laws. Mining of veins of precious: metals. and. copper is- governed.by the.
Mining Code; Law 38 of 1887. Development of most other minerals-is-:
governed by Decree 805 of March 5, 1947, as: amended by Decree 2419 of
November 20, 1958. 2/ However, the recently passed Law No. 20 has cast.
doubt on validity of rights granted under. these- laws.

6. The new- Mining Law. of 1967, gives: broad powers. to the Ministry
oft Mines and.Petroleum over concession grants, terms. and production re-
quirements for all State-owned mineral. deposits.except.precious metals,
rock=~salt, and hydrocarbons.

7. Foreign corporations may carry on. business through a-domestic
branch or subsidiary. Mining concerns pay only the basic.tax:.on net.
profits under Law 81 of December 20, 1960 and subsequent. regulations.
Under Decree. 262. of February 23, 1968 mineral exports after January 1,
1969 will be-given a 15%. tax credit.

1/ The President's Decree 1163, which now constitutes the regulations
under the new law, was promulgated prior to the passage of Law 60
of December 26, 1967. It contains the details of the- adjudication
process for mining claims. Decree No. 3161.of December 26, 1968,
reorganized the Ministry of Mines. and Petroleum and.provided for
increased government assisSance- to mining research, exploration,
and exploitation.

2/ Development of uranium is governed by Decree 2638 of 1955. Special
regulations relating to emeralds are coutained in Law 40 of 1905
and Law 185 of 1959 as supplemented by the following: (1) Decree
545 of May 4, 1960; (2) Decree 293 of February 14, 1964; (3) Decree
585 of 1955; and (4) Decree 912 of June 21, 1968.
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Mining Code of 1887 - Gold, silver, and platinum, unless found in the
beds or in the banks of navigable rivers, and copper minerals are adju-
dicable; that is, the central government can grant title and possession
to applicants who comply with the formalities of the Mining Code of 1887.
The discoverer of a mineral deposit notifies the chief administrative
officer of the muncipality where the deposit was found. Within 90 days
he must denounce the property before the Governor of the department, who
orders that it be surveyed and possession delivered to the discoverer, to
whom the Governor then issues a "title of adjudication” in the name of
the State.

8. In each claim or title that covers a vein or lode, the maximum
area that may be included is a rectangle 1,800 meters long by 240 meters
wide; in placer claims, & rectangle of 2 by 5 kilometers, or a square

3 kilometers on each side. Nevertheless, by means of separate notices,
denouncements, and claims, one person can acquire an unlimited number

of claims. To keep title, he must pay a small annual tax and do explora-
tion or exploitation work.

9. The maximum area that can be included in each contract for
mines of precious metals in the beds or in the banks of navigable rivers
is 15 kilometers in length (along the river) by 2 kilometers in width.
One person, using his right to enter into 5 contract, may include a
maximum area of 75 kilometers in length by 2 kilometers in width. The
government requires a royalty varying between 2 and 20 percent of the
crude production from this type of mine according to the richnegs of the
deposit (Law 13 of 1937, Law 85 of 1945, Law 81 of 1946, Decree 805 of
1947). The industry of mining precious metals is exempt from the excess
profits (patrimony) tax.

Decree 805 of 1943. Minerals not subject to the Code of 1887 but which
belong to the State may be exploited by private parties under concession
contracts with the Government. The maximum area for a claim that can be
included in each contract for iron, sulphur, coal, asphalt, and other
non-metallic minerals is 5,000 hectares. One person may enter into 5
contracts. Previously the government collected for the exploitation of
mines of this type a royalty of 5 percent of the crude product, but Decree
2514 of 1952 reduced this royalty in order to encourage exploitation of
this class of minerals.

10. The general features of these contracts can be summarized thus:
The concession allows a period of exploration of 2 years, which can be
extended for 6 months more; a period for installation of machinery of 1
year, which may be extended for 2 additional years; and finally a period
of exploitation of 30 years, which may be extended for 10 years more.
When the contract terminates at the expiration of its term or is voided,
title to all the property that the contractor may have installed passes
to the State, which 18 declared to have a rever-30 years from the date

on which production beging, and be renewable for an additional 10 years
if the lessee increases the royalties to the Government. The lessee is
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under the following obligatioms: (1) to carry out exploration work for
a period not exceeding 12 months; (2) to employ adequate economic and
technical systems for extraction; (3) to carry out the stipulated amount
of domestic processing; and (4) to pay as rovalties at least 2%, but not
more than 20% of the total annual production.

11. The choice of which system is to be adopted is in the discretion
of the Ministry, which must consider which system would produce the most
fiscal income and development. If given deposits are not suitable for ad-
judication by either of these methods, the Govermment at its discretion
may adjudicate them in the regular manner in accordance with the existing
law.

12. Decree 292 of March 1, 1968 gives the Ministry of Mines and
Petroleum authority to set royalties on the mining of base metals. Opera-
tions which must pay royalties are those with an annual production level
of: (1) 30,000 tons of native mercury ore; (2) 150,000 tons of irom ore,
lateritic nickel, titanium or bauxite ore; and (3) 100,000 tona of other
classes of metal ores including sulfurous mercury and nonlateritic nickel.
Royalty rates range from 3 to 8% depending upon rate of production. The
decree also concerns plans of development, amount of processing to be
carried out locally, and preferential treatment to national needs.

13. As an incentive to development, the Colombian Government issued
Decree 262, on February 23, 1968, which states that crude and processed
mineral exports wil! receive a 15 percent tax credit after January 1, 1969,
when prior permission is received from the National Economic Policy Council
in consultation with the Ministry of Mines and Petroleum.

Law No. 20 of December 11, 1969. Law No. 20 establishes as its purpose
the total utilization of all economically exploitable substances in Colom-
bla and declares that all mines shall henceforth belong to the government.
The mining industry is declared to be in the nature of a public utility,
and the government is given broad expropriation authority.

14. Holders of present rights in mines are exempted from operation
of the statute if: (1) within three years after the date of en:s - tment

of the statute they have begun and continue to carry out economic exploit-
ation; or (2) if they.have installed machinery and equipment with the
capacity to exploit all the reserves in the mine within 50 years. To the
extent that a person is deprived of any right under Law No. 20, he has
priority over other persons in obtaining new rights in his previously held
mine. The law does not affect rights granted to mines that are presently
owned by the government and contemplates a continuation of existing licens-
ing and concession provisions.

15. While Law No. 20 carries with it the potential to cause substan-
tial dislocation of rights and changes in ownership patterns within the
Colombian mining industry, it is too soon to judge the actual effect of
the new law. The effect will depend upon interpretation placed upon cer-
tain exceptions in the law and the discretion exercised by the government
in implementing it.
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16. It is understood that a decree giving effect to the provisions
of Law No. 20 will shortly be promulgated.
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POTENTIAL MINING PROJECTS

1. A description of the more important mineral deposits and their
possible method of exploitation, subdivided into projects of medium-term
potential and those still requiring further development effort before
exploitation can be contemplated, i3 given below.

MEDIUM~-TERM POTENTIAL

Mineral Fuels

Cerrejon Coal Deposit, Guajira Department

2. A drilling program of this coal deposit, which is situated some
50 miles from the Caribbean coast, is currently in progress. About 8,000
feet of drilling has been accomplished to date with indicated reserves
estimated at 30 million tons and good evidence that they can be extended
considerably. Probably 1/3 to 1/2 of the present reserves can be extracted
by open pit methods and the balance by underground mining. The coal is
reported to be quite gassy, with a low sulfur content. If blended with a
suitable hard coal, it is expected to be of metallurgical quality.

3. The present proposal is to initiate an export-oriented project
of some 3 million tons per annum at an investment cost of about 40 million
dollars. The drilling and studies, which IFI is undertaking, are expected
to be finished in July, 1970. The implementation of the project is ex-
pected to require parallel investments in road and port facilities.

Non-Metallic Minerals

Phoephate Rock Deposits, Eastern Cordillera

4. As stated in the section entitled Mining Potential, indicated
reserves of about 460 million tons of phosphate rock have been discovered
in various deposits along the Eastern Cordillera. Most of these deposits
have some economic potential, ranging from chemical processing to grinding
for direct application. A tabulation of these reserves and their grade 1s
shown below.



APPENDIX 4

Page 2
Indicated Phosphate Reserves
Reserves Grade
Location (million tons) percent P,0g
Azufrada, Santander 168.3 15-20
San Vicente, Santander 18.75 23
Sardinata, North Santander 62.1 30
Oru, North Santander 140.0 25
Gramalote, North Santander 10.0 15-20
San Andres, Santander 7.0 25
Turmeque, Boyaca 5.8 20
Iza-Tota, Boyaca 43.75 25
Tesalia, Hulia 9.0 14-18
TOTAL 463.7
e
Source: Memorandum from the Ministry of Mines and Petroleum to Congress,
1968.
5. Considerable surface exploration has been carried out on the

Sardinata deposits which are regarded as being the beat from the point of
view of location and quality for future development. Reserves are esti-
mated at 62 million tomns, including nearly 11 million tons of probable
reserves suitable for open-pit mining. The remainder could be extracted
by underground methods. A diamond drilling program is being initiated

to determine the overall chemical characteristics of this deposit. It

is expected that this will take about 2 years to complete.

6. The grade of the surface samples is close to 30 percent P05,
but weathering may have dissolved associated calcite to result in surface
enrichment. the deposit is situated within reasonable distance of the
Maracaibo district of western Venezuela, where desulfurizing plants of
crude oll are projected which could be an economlic source of sulfur for
acidulation.

7. Chevron Petroleum Company, which first discovered phosphate in
this area while drilling for oil, applied for a concession contract for
four blocks under Decree 805 of 1943. At a later stage, when the area

had been declared a national mineral reserve, IFI applied for a concession
contract for two blocks under Law 60 of 1967. Each enterprise appears

to be willing to work with the other and prospects for some kind of joint
venture agreement are therefore considered good. At this time a ruling
from the Ministry of Mines and Petroleum on the legal basis on which the
phosphate deposits may be exploited is awaited.

8. A feasibility study for a phosphoric acid and triple superphos-
phate facility, based on processing Sardinata phosphate, shows that the
production costs of a plant with a capacity of 33,000 tons of P205 per
annum would be fully competitive with those of a plant located on the
Atlantic Coast based on imported phosphate rock.
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9. A diamond drilling program is also being initiated on the Iza-
Tota deposit where, in contrast to the Sardinata ore, weathering has pro-
bably resulted in a lower grade in the outcrop.

Campamento Asbestos Deposit, Antioquia Department

10. This deposit, which has been known for some time, has been
throughly investigated by the Nicolet Asbestos Company. Some 10 million
tons of reserves have been drilled out containing approximately 4 percent
fiber and exploration for additional reserves continues. A project has
been prepared for the extraction of 25,000 tons per annum of short chry-
sotile fiber, about 45 percent of which will be used domestically and the
balance exported.

Limestone Deposit near Durania, Cesar Department

11. The recently published report on 'The Mineral Resources of the
Sierra Nevada de Santa Marta" has pointed out the existence of this large,
good quality limestone deposit. A local group is presently considering
the installation of a sizeable cement plant at this location to supply
the lower Magdalena and Cesar Valley areas, and to export cement into the
Caribbean basin. The site enjoys an excellent location, where railroad,
road and barge transport is available as well as ample water and crude
oll supplies.

Limestone Deposit near Villavicencio, Meta Department

12, .The existence of a large deposit of limestone has been discovered
close to the Llanos, where the soil is generally acidic. Equipment for

the production of 500 tons per day of limestone for agricultural use is
shortly expected to be placed on order.

Gypsum Deposit, Mesa de los Santos, Santander Department

13. The reserves in this gypsum deposit are placed at 10 million
tons and could exceed 50 million tons. Diamond drilling to a depth of
1,000 to 1,500 feet 1s required to develop the reserves. The cost of
opening up the mine, including the provision of the associated infrastruc-
ture, is estimated at about 1 million dollars.

Metallic Minerals

Lateritic Nickel Deposit at Cerro Matosc, Cordoba Department

14, This property was first discovered by the Chevron Petroleum
Company in drilling for oil. Chevron subsequently brought in the Hanna
Mining Company which carried out pilot scale tests on the ore and prepared
a feasibility study for its extraction and smelting to ferro-nickel.
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15. As presently conceived, the project 1is for the extraction of
the lateritic nickel ore and its treatment in an electric smelter to
produce 37.5 million 1lb. per annum of contained nickel in ferro-nickel.

16. The project would be the largest mining operation in Colowbia
and its cost, including the associated infrastructure, is estimated at
around 100 million dollars equivalent. The construction period would be
about 3 years.

17. Negotiations between the Ministry of Mines and Petroleum and
Hanna and Chevron over the councession contract and joint-venture agreement
with the prospective Colombian partners, IFI and ECOMINAS, have been going
on intermittently for some considerable time. Compared with the earlier
proposals, the project has been increased in capacity and now includes

a smelter. Since the prospective concegsion contract would be the first

to be approved under Mining Law 20 of 1969, it has been necessary to
explore in detail the implications of the present mining legislation, which
explains in part the time taken to reach the present position. It should
be apparent to both sides, however, that further delay in getting the proj-
ect under ‘way could lead to its coming on stream shortly .after the -ammounced
nickel projects in Canada, Australia, New Caledonia and elsewhere at a

time when there may well be a temporary softeming in price.

LONG~-TERM POTENTIAL

Mineral Fuels

:Coking Coal Deposit near Cucuta, North Santander Department

18. Carbones del Carare is understood to have the concession to
exploit deposits containing an estimated 500 million toms of coking coal.
Samples have been analyzed in the US and Germany with satisfactory results
.and a trial shipment of 2,000 tons has recently been sent to Japan. The
‘major obstacle standing in the way of the exploitation of this deposit is
its location, which is some 300 km. by road from the Magdalena River port
of Gamarra, from where the coal would be transported by barge to the
company's loading terminal in Cartagena Bay.

Coking Coal Deposit near Zipaquira, Cundinamarca Department

19. Unconfirmed reports indicate the existence of a large coking
coal deposit near Zipaquira which has attracted Japanese and Venezuelan
interests.
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Non-Metallic Minerals
Sulfur
20. The domestic production of superphosphate fertilizer would

sharply increase the demand for sulfur. Sour gas is a source of sulfur
in many parts of the world, but the gas fields of Colombia do not contain
significant amounts of sulfur. The most likely source for increased
reserves and production of sulfur are the volcanic rocks in the southern
part of the country. Although known reserves are small, a prospecting
program in this region might prove valuable.

Metallic Minerals

Iron Sands, Atlantico Department

21. A deposit of titaniferous iron sand has been discovered between
Barranquilla and Cartagena. Insuficient work has been done, however, to
determine either the extent or grade of this deposit or whether it could
be economically exploited.

Bauxite Deposits near Popayan, Valle and Cauca Departments

22, Drilling in this area, in which Kaiser Aluminum Company holds a
number of claims, has been going on for some time. Indications are

that a large deposit has been discovered, but that a number of technical
probalems will have to be resolved before exploitation can be contemplated.

Bauxite Deposit in the Llanos

23. A deposit with indicated reserves of upward of 100 million toms
of 48 percent bauxite has reportedly been discovered in the Llanos. At
first sight the remote location of this deposit makes it doubtful if it

can be exploited economically.
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PHOSPHATE DEPOSITS

OUTLOOK FOR MINING AND FERTILIZER PRODUCTION 1/

1. The soils in the arable areas of Colombia are largely acid
Latosols that have been depleted of much of the nutrient. necessary for
plant growth by natural leaching coupled with many years of intensive
farming. Increased farm production can be accomplished by the addition

of fertilizer to the soil. Except for the basic slag, which is produced

by Paz del Rio as a by-product, all phosphatic fertilizer has been imported.
Consumption of fertilizer 1s extremely small in terms of need.

2. The discovery of the potentially large phosphate deposits
changes the situation considerably. Certain of these deposits may be
sufficiently extensive and high grade to supply the fertilizer demands
of the country at a cost that probably would be much less than the cost
of imported fertilizers.

3. - In addition to the potential high-grade deposits, there are
several deposits spread throughout the Eastern Cordillera that might be
mined for local use in areas close to the mine. Although some of these
deposits are probably too low grade to be economically processed to a
high-analysis chemical fertilizer, they might still be mined and treated
for direct application to the soil.

4, Whether these deposits are mined or not depends largely on the
cost to the farmer of a delivered unit of P205. The local material must
also be competitive in delivered cost, with phosphate rock from foreign
sources or with phosphate rock from the potential high-grade deposits at
Sardinata in North Santander Department.

5. If the deposit at Sardinata is as high-grade as the initial
sampling indicates and if it turns out to be an extensive deposit that

can be mined by open-cut methods, then the mined material would have about
the same P205 content as phosphate rock imported to the Caribbean port of
Barranquilla.

6. In many parts of the country, local low-grade phosphate rock,
even if it is only ground and used for direct application to the soil,
would be cheaper per unit P205 than phospate rock from an import source

or high-grade fertilizer produced at Sardinata. All local sources of
low-grade phosphate rock should therefore be carefully investigated to
determine their value to agriculture as ground rock for direct application
to the soil.

1/ Source: Phosphate Rock in Colombia - A Preliminary Report,
U.S. Geological Survey Bulletin 1272-A, 1969.
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Foam No. 386 INTERNAT [ ONAL DEVELOPMENT INTERNAT IONAL BANK FOR INTERNAT |ONAL  INRITEE
(11.69) ASSOCIATION RECONSTRUCT ION AND DEVELOPMENT CORPORAT 1 ON
PREINVESTMENT PROGRAM - STUDY DATA SHEET No.: _4-1 (1)
| Aren: Country: Sector(s):
South America Colombia Industry
. NAME OF PROPOSED STUDY: Survey of the Iron and Steel Industry in Colombia
2. PURPOSE: 1, evaluate the current status of the irom and steel industry and prepare an

industry-wide development plan designed to increase local manufacturing
capacity of steel products and reduce their prices on the domestic market.

3. SCOPE: The study is to evaluate the present status of the sector, review the available
data on local raw materials, prepare estimates of production costs, prepare
a forecast of the demand for steel in Colombia and an assessment of export
possibilities, review presently prepared expansion plans and recommend the most
economical program of expansion of the sector. The study should highlight any
special transport bottlenecks, whose removal would facilitate the distribution
of steel to the major consumption centers from one or two large plants.
The study should also include a discussion on the merits of Colombia's

(Cont. on page 2, item 3)
4. BACKGROUND: (a) Related 3tudies (b) Other Available Data (c) Expected Data Problems
None (1) Feasibility studies for a cold rolling mill prepared
by H. K. Ferguson and Sofresid,

(11) Market studies for cold mill products prepared by IFIL
and Paz del Rio and for all types of steel products
prepared by IFI,

(111) Feasibility study for Siderurgica de la Sabana.
5. TIMING: (a) Duration and Phasing of Study (b) Desired Starting Date
4 months 1970
6. COMMENT ON POTENTIAL STUOY SPONSORS:
Planeacion (DNP) would appear to be the most suitable sponsor of this
study, as its scope falls within DNP's field of operation.
7. PROJECT(S) EXPECTED TO RESULT FROM STUDY (if known):
(a) Description (b) Estimated fnvestment (US$ equivalent)
(1) New basic iron and steel complex, (1) $40 million
(11) Better transportation facilities {c) Financing Need and Potential Source
(11) IFI, suppliers credits,
IBRD
8. ORDER OF MAGNITUDE OF STUDY COST (US$ equivalent): Sheet Prepared by: john W. P. Jaffe
Dept. or Agency:  IBRD/I.P.D.
250,000, see page (2), item 1.
e page (2) Date: June 22, 1970
9. STAFF'S COMMENT ON PRIORITY RANKING OF STUDY: Sheet Revised by:

High priority, because of number of expansion

t i H
projects currently being planned or in course of ften(s) Revised

implementation. Dept. or Agency:

Date:
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CORPORAT {ON

PREINVESTMENT PROGRAM - STUDY DATA SUPPLEMENT

(to be filled in when possible)

No.: 4-1 (2)

3.

. TENTATIVE STAFFING Type of Speciaiist Number on Team Total Man-Months
(a) Foreign Professional Staff:
Marketing Consultant 1 4
Engineering Consultant 2 7
Industrial Engineering Consultant 2 7
Transportation Consultant 1 2
Financial Consultant 1 4
Total : 7 24
(b} Locai Professional Staff : Marketing Consultant 1 4
(¢} Local Supporting Staff Interpreters, drivers, etc. 3 12
2. TENTATIVE STUDY BUDGET (USS equivalent) Foreign Local Total
Currency Currency
{a) Professional Staff Costs : 150,000 50,000 200,000
{b). Equipment :
(c) Other (Travel, non-prof. staff, etc.): 50,000
(d) Total 250,000
———e—— . —

OTHER COMMENTS (Continued from page (1}, item 3)

(1) entering into a joint venture agreement with another LAFTA
country for the production of semi-finished steel products
in that country, (possibly using Colombian coking coal) and

rolling them in Colombia;

(i1) constructing a single direct reduction plant to produce
metallized pellets for the existing arc furnace plants.

The study should also make recommendations for the establishment of a
reporting system to be employed by the basic steel producers to improve
the quality of the statistical information on the sector which is

presently available.

Date:

Supplement Prepared by:
Dept. or Agency:

John W. P. Jaffe
IBRD/IDP
June 22, 1970

Supplement Revised by:

{tem(s) Revised:

Dept. or Agency:

Date:
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{11-89) ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
4-2 (1)
PREINVESTMENT PROGRAM - STUDY DATA SHEET No.:
[ Area: Country: Sector(s):
South America Colombia Industry
Andean Group

I. NAME OF PROPOSED STUDY: Andean Group Petrochemical Development Survey

2. PURPOSE: (a) to promote cooperative projects in petrochemicals in the Andean Group Countries
(b) to determine the type and optimum size, location, and phasing of petrochemical
production units over the next 10 years.
3. SCOPE:

The study should seek to recommend feasibility studies for gpecific petrochemical
projects and to define their scope. It should be based on:
(a) market projections, including a field survey of potential users in each country,
(b) feed stock sources, particularly noting existing and planned refinery schemes,
(¢) existing production units and plans for their expansion,
(d) freight rates including data from private and public carriers in each country,
(e) financial requirements and sources of finance
(f) present import restrictions and export subsidies derived from interviews with
the relevant Government authorities.

4. BACKGROUND: (a) Related Studies (b) Other Available Data {c) Expected Data Problems
- Actualidad y Perspectivas Bibliography to first Market projections will
de la Industria Petro- study mentioned in (a) be difficult because
quimica en Colombia en el indicates other sources. historical trends are
Grupo Andio - Ecopetrol little indication of whag
Novembre de 1969. demand will be if an
- Similar study recently assured local source of
conducted by ECAFE. product were available.
5. TIMING: (a) Duration and Phasing of Study (b) Desired Starting Date |
Field work - 4 months 1971 !

Analysis and report- 6 months

Total 10 months

6. COMMENT ON POTENTIAL STUDY SPONSORS: The Government of the Andean Group countries, oil companies
owned by them, and ECLA would probably welcome and sponsor such a study. They might also
provide the local currency costs. But the study team should not include personnel
nominated by the sponsors to insure maximum objective. The project should also be discussed

7. PROJECT(S) EXPECTED TO RESULT FROM STUDY (if known): Wit URE.
(a) Cescription (b) Estimated Investment (US$ equivalent)
1. An olefins-based petrochemical complex. $50~$200 m over 10 years
2 Possibly additional aromatics capacity. (c) Financing Need and Potential Source
3. Downstream units based on these. Possibly 50% local, remainder from !
4. Plants not related to 1 and 2, e.g., suppliers' credits, technical part- !
petroleum coke. ners, international sources. l
8. ORDER OF MAGNITUDE OF STUDY COST (US$ equivalent): Sheet Prepared by: pPeter A. Glenshaw
$200,000 ¥ 252 Dept. or Agency:  IBRD/IPD
Date: May 7, 1970
9. STAFF'S COMMENT OM PRIORITY RANKING OF STUDY: Sheet Revised by: P. Engelmann
| To avoid further investment in uneconomically Item(s) Revised: 5(b) and 6
sized units, this study is very important. Dept. or Agency: IBRRD/Q.D.P
Date: October 20, 1970
L —_
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|. TEMTATIVE STAFFiNG Type of Specialist Number on- Team: Total Man-Months
(a) Foreign Professional Staff:
Market Researcher 3 27*
Chemical Engineer 3 27*
Transport Economist 1 9*
Financial Analyst 1 9*
Expert on Trade Regulations 1 9*
Coordinator 1 9*
Total; 10 90%
(b) Local Professional Staff
(included: above)
(c) Local Supporting Staff
2. TENTATIVE STUOY BUDGET (US$ equivalent) Foreign Local Total
Currency Currency
(a) Professional Staff Costs *
(b) Equipment : (say) 100,000
(c) Other (Travel, non-prof. staff, etc.): 100, 000*
(d) Total H
200,000
3. OTHER COMMENTS *accuracy nc better than plus-~minus 25%

3.1 The Andean Group presently has a number of small uneconomically sized petrochemical
production plants. It also has substantial production of crude oil and a growing demand
for the consumer products that are derived from petrochemicals. No one country is expected
to have the market to support economically sized plants, and it would be a pity if the
additional products were supplied from the multiplicity of small plants as is presently
done.

3.2 Preliminary studies have shown that there is sufficient market to support single
economically-sized production units for most of the petrochemical intermediates, if the
plants could supply the whole area.

3.3 Colombia is already taking the initiative and has plans for the production of fiber
intermediates which it will supply to the whole region and to Venezuela. It has also
indicated that other prospects are possible.

3.4 A particularly acute need will be the production of olefins (particularly ethylene)
which are the building blocks for many petrochemical products. Chile and Colombia both
have small ethylene plants which are uneconomical and which should be replaced in the
future with a large full-sized unit. This study should be particularly biased towards
defining the optimum size and location of the olefins plant with its artendant downstream
units.

3.5 In view of the intergovernmental agreement required

for approval of this study, preparations should start

immediately on this agreement so that the study will .
commence no later than early 1971. Suoplement Prepared by: Peter A. Glenshaw

Dept. or Agency: IBRD/IDP
Date: May 7, 1970

Supplement Revised by:

item(s) Revised:

Dept. or Agency:

Date:
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ANNEX T

THE TRON AND STEEL SECTOR

INTRODUCTION

This chapter discusses the present status and known develop-
ment plans of the iron and steel sector, excluding foundries and
forge plants, in Colombia. Existing basic production facilities
consist of one integrated plant, Acerias Paz del Rio at Belencito,
four arc furnace and rolling mill plants, including two capable of
producing specification carbon and low-alloy steels, one reroller
and one electrolytic tinplate line., All the principal producers
are expanding or proposing to expand their facilities at the present
time. The most important expansion project is for the installation
of a cold reduction mill on the part of Paz del Rlo. To guide the
development of the sector along sound lines, an overall study of
the iron and steel industry is recommended.

This annex is based on information obtained in meetings
with the then Minister of Development, Dr. Hernando Gomez Otalora,
the Economic Adviser to the President, Dr. Rodrigo Botero, Dr.
Joaquin Prieto Isaza, Dr. Oliverio Phillips Michelsen, the UNIDO
Adviser to the Ministry of Development, Dr. Peter Feldl, the staff
of the Planning Department (DNP), the Industrial Development
Institute (IFI), the National Association of Industrialists (ANDI),
the Colombian Federation of Metallurgical Industries (FEDEMETAL)
and the management and staff of all the leading steel producers
referred to in paragraph 1 above, as well as on a review of
published data on aspects of the iron and steel sector in Colombia.
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CONTRIBUTION OF THE IHRON AND STEEL SECTOR TC THE ECONMY

The contribution of the iron and steel sector, including steel
mamifacturing enterprises, to gross value added in manufacturing in 1967,
the last year for which census figures are available, was 300.6 million
pesos or almost 2 percent. Acerias Paz del Rio alone accounted for
approximately one half of this total. Gross value of production in the
industry was around 800 million pesos of which Paz del Rio's share was
slightly less than one-half.

The manufacturing sample survey figures show total employment
in the sector as 4,386, but this total, which excludes workers engaged
in Paz del Rio's iron ore and coal mining activities, seems unduly low and
no conclusions will be drawn from it.

The only production figures for the sector published in Colombia
are those relating to the tonnage of ingot steel produced by Paz del Rio.
The best source of information on the sector is the Latin American Iron
and Steel Institute (ILAFA), which publishes statistical yearbooks giving
production apparent consumption figures for its member countries.
Table 1 showing the apparent consumption, domestic production and imports
of finished steel products for the period 1960-1968 is taken from this source.

Apparent consumption of rolled steel products in Colombia in
1967, the last year for which detailed data are available, was 375,000
tons of which about 59% was produced domestically. The apparent per
capita consumption, which averaged 21.0, 24.3 and 27.5 kg in ingot equiva-
lent in the S-year periods 1951-1955, 1956-1960 and 1961-1965 respectively,
rose to 36.7 kg in 1966 but fell back to 25.9 kg in 1967. Both figures
are well below per capita consumption for the ILAFA countries as a whole,
which averaged 53.5 kg in the period 1965-1967. For a comparison of
apparent consumption of rolled steel products in the ILAFA countries in
1967 see Table 2.

STRUCTURE AND CROWTH

The modern iron and steel industry in Colombia i- only about
20 years old as can be seen from Table 3,which shows domestic production
of finished steel products in the period 1951-1966. It is entirely privately-
owned, although Paz del Rio was orginally created in the public sector.
Like the rest of manufacturing industries, the iron and steel sector has
developed along regional lines and its production facilities are fragmented.
The largest producer is the integrated plant at Belencito, same 200 km.
northeast of Bogota, where the majority of its products are consumer, and
close to the mines and quarries from which the iron ore, coal and limestone
required for its operation are derived. The four arc furnace plants
are located near the market in the principal cities--Bogota, Medellin,
Cali and Barranquilla, while the rerolling plant is located between
Belencito, from where it obtains its inputs, and Bogota, the center of
consumption of its products.
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15.5 11.3
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24.7 28.7
129.0  130.5
103.4  103.0
25.6 27.5
233.7 291.7
132.0  145.1
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25.6 27.5
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(in thousand tons)
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APPARBNT CONSUMPTION
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108.3 Uk.5
73.5 95.7
.7 2h2
125.5 169.9
32.2 343
B el
DIMESTIC PROIU CTION
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6.6 6.4
91.0  105.9
© 0.5 72.0
L) b
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1824 1586
5.8 Wa

IMPCRTS

25.2 2.0
5.5 9.7
17.3 38.6
3.0 23.7
Wiz 1898
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32.2 3.3
2.2 2.8
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1965 1966 1967 1968
2131.9 276.8 28L.1
7.2 16.9 12.8
128.9 u3.7 188.5
77.8 7.1 82.8

118.6 224.1 90.9 n.a
$3.1 169.1 69.2
25.5 $5.0 21.7
222‘2 Eco.g HE.O

188.7 1.3 199.8 177.9

h.2 3.2 3.2 1.8

11.7 80.6 121.9 128.1

72.8 128.0 75.1 h8.0

18.1 23.7 21.5 27.5

18.1 23.7 1.5 23.3

- - - L.2

]

206.8 222.& 221.3 2054
62.1 Lé.9 55.0
25.3 65.0 8.3
3.0 12.8 9.6
17.2 331 67.0

5.0 19.1 7.6 n.a.
100.5 200Q.. 49.4
75.0 1454 L7.7
25.5 §5.0 21.7
125.8 2§ .& 1221

Hoteas * Preliminary figarss
f.a. - not avallable

Totals may not add up because of rounding

Sources: ILAFA - Amario Estadistico 1967, 1968 and 1969.



TABLE 2

APPARENT CONSUMPTION OF ROLLED STEEL
PRODUCTS IN THE ILAFA COUNTRIES IN 1967

{in thousands of tons and kg per
capita, ingot equivalents)

Argentina
Bolivia
Brazil
Central America
Chile
Colombia
Ecuador
Mexico
Paraguay
Peru
Uruguay
Venezuela

TOTAL

Total Per Capita
Consumption
1,719 100.3
2,916 45.8
23 21.2
418 61.9
375 25.9
85 20.6
2,L97 73.8
25 15.7
291 3.8
59 28.4
755 108.6
9,419 3

———

Source:

ILAFA -

Anuario Estadistico 1969.



TABLE 3

DOMESTIC PRODUCTION OF FINISHED STEEL PRODUCTS, 1951-1966
{in thousand tons)

1951 1952 1953 195k 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966

Bars, rods and shapes b3 5.3 W1 69 3L  65.2 69.3 5.3 90.6 101.6 103.3 1323 140.5 161.2 161.9 134.6
Pas del Rio - - - - 23.7 skl 56.5 h2.3 7.9 8L4.0 85.0 110.0 105.1 1168.1 114.3 86.4
Empresa Siderurgica 4.3 5.3 L.7 6.9 8.0 10.8 12.8  12.7 13.0 13.4 13.8 169 18.9 18.3 19.0 16.3
Sidelpa - - - - - - - - - - - - 3.8 9.0 12.2 13.8
Sid. Muna - - - - - - - 0.3 2.7 4.2 k.5 5.k 5.5 5.6 5.0 3.7
Sid. Boyaca - - - - - - - - - - - - 7.2 10.2 1.k 1kh.b
Flat rolled products - - - - - - - - - - - - 32 ﬁ 2.3 2.2
Paz del Rio - - - - - - - - - - - - 3.9 5.9 9.3 9.9
Wire products - - - - - - 8.0 8.4 17.2 19, 18.7 26.3 32.0 3.6 36.3 33.8
Paz del Rio - - - - - - 7.8 8.0 16.3 19.3 17.9 22.5 22.6 22.9 23.2  20.3
Others - - - - - - 0.2 0.k 0.9 0.4 0.8 3.8 9. 1.7 13.1  13.5
Total Finished Products L. 5.3 4.7 6.9 31.7 65.2 17.3 63.7 107.8 1la1.3 122.0 158.6 176.4 201.7 207.5 178.3

Source: Estudio sobre Acerias Paz del Rio, 1968.

Eah&
I YENNY
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This is a natural structure in the initial stage of develop-
ment of the iron and steel sector, in which production is confined to
merchant products--light sections, bars and rods--that caan fairly economi-
cally be produced on a small scale. ZEach arc furnace plant obtains its
scrap requirements from the city, in which it is losated, and sells the:
majority of its production there also. As production capacity is expanded,
however, o meet the growing demand, scrap requirements tend to exceed
local scrap generation which then has to be supplemented by the impor-
tation of scrap in order to achieve full utilization of the equipment.

In the case of Colombia, this involves in most cases high inland transport
costs and drastically alters the economics of the operation.

At the same time, the diversification of steel production into
more sophisticated product lines, such as flat rolled products, requires
concentration of facilitlies in order to achieve economlies of scale. This
is especially true of Colombla, where demand is comparatively small and
barely able to sustain a modern flat products facility. In the interest
of efficiency, the sector should initially be served by one flat products
mill and its location, vis«a-vis the source of its inputs and the geo-
graphical distribution of its market, will have an important bearing on
the delivered price of its finished products. When the internal market
for flat-rolled products grows beyond about 500,000 tons per annum, the
question will arise as to whether to expand the capacity of the existing
hot strip mill at Belencitoeér to put down a second strip mill complex in
another location. This is unlikely for at least 12 years.

The iron and steel sector in Colombia has now reached the stage
at which first, the theoretical scrap requirements of the existing electric
arc furnaces of about 150,00C tons per anmum exceed by approximmtely
100,000 tons per anmum domestic scrap generation; and second, the newly
completed Steckel mill at Belencito requires the installation of a
complementary cold reduction mill to process the hot rolled coil into celd
rolled coil and sheets and tinplate stock for sale to domestic flat
steel consuming industries.

Tables 3 and 1 show domestic production of finished steel pro-
ducts in the periods 1951 through 1966and 1960 through 15 3 respectively.
It will be seen that before 1955, when Acerias Paz del Rio was started up,
production was confined to Empresa Siderurgica de Medellin and was quite
small. Subsequently there was a marked increase in domestic production,
expecially of merchant products, which in 1967 amounted to approximately
72% of apparent consumption respectively. This probably approached the
maximum practical extent of import substitution of this product group,
as certain sizes and qualities consumed in Colombia were outside the
product range manufactured by the local steel producers. On the other
hand domestic production of flat rolled products represented only a small
proportion of apparent consumption and points up the need for additional
domestic production capacity in this field.
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Preliminary figures for 1968 indicate that domestic finished
steel. production amounted to 205,400 tons of which Paz del Rio's share
may have been as high as 80%. Because of its dominant position, Paz
del Rio is the price leader for the sector, with the other producers aligning
their prices on Paz del Rio's.

CONSUMPTION AND TRADE

Table 1 shows the apparent consumption of finished steel pro-
ducts in the period 1960-1967. Wnile domestic production increaged at
a fairly steady rate, apparent consumption varied extensively with the
availability of foreign exchange for imports.

As previously stated, the iron and steel industry in Colombia
is entirely privately-owned. This means that there is no industry-wide
planning of the sector, in the sense that there is neither a unified market
forecast nor a master program of expansion aimed at the most economical
production of the country's steel requirements.

Demand projections are therefore the work of the individual
steel producers with Paz del Rio, because of its dominant positien,
generally taking the lead. Paz del Rio's demand forecast for finished
steel products for 1975 is shown in Table L below, where it is compared
with the actual demand in 1967.

TABLE 4
Demand Forecast for 1975

1967 Actual 1975 Projected Growth Rate
tons) ;4
Bars, Rods and Shapes 201, 300 332,900 6.5
Bars and rods 233,L00
Shapes 99,500
Flat Rolled Products 90, 500 286,600 15.4
Hot rolled products 143, 300
Cold rolled products 97,100
T4nplate 146,200
Wwire Products 82!800 70, 310 -
Bright wire 19,540
Special wire 8,930
(Galvanized wire k4,420
Barbed wire 27,420
Total Finished Products 375;000 689;810 7.9

#kxcluding rails and alloy steels
SOURCE: Estudio Sobre Acerias Paz del Rio, S5.4., January 1968.
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In the event, demand in the past two years 1s thought to
have increased more rapldly than expected when this forecast was pre-
pared. According to Paz del Rio's market survey for cold rolled products
dated December 1969, the demand for cold rolled coil and sheets in
1976 is expected to be 215,000 tons and that for tinplate stock L8,000
tons. This suggests that total demand for finished products in 1975
will probably be not less than 800,000 tons or over 1 million tons in
ingot equivalent.

Paz del Rio's forecast appears to be based on more recant in-
formation than that prepared for IFI in October 1969, which uses the pro-
jections made by Paz del Rio in January 1968 shown in Table L. The
large discrepancy between these two forecasts, both prepared in the second
half of last year, points up to the importance of a unified market fore-
cast to permit a rational development of the sector.

As can be seen from Table 1 Colombia is a net importer of
finished steel products. Statistics of the camercial trade balance for
steel products are shown in Table 5. The principal import items are
flat rolled products and tubes in that order, while tubes constitute
practically the entire export of steel products.

TABLE 5

Trade in Semi-finished and Fimished Steel Products

Year Imports Exports Net Imports

c.i.t. f.0.b.

----------- million dollars---====m--u
1960 3,.88 (a) 3L.88
1961 3l.66 0.01 34.65
1962 32.56 0.01 32.55
1963 32.38 (a) 32.38
196l 12.66 0.08 L2.58
1965 29.34 0.39 28.95
1966 51.78 0.L3 51.35
1967 31.42 0.47 30.95
1968 35.6l 0.25 35.39

(a) less than 0.01

Source: External Trade of Minerals and Mineral
Products, 1960-1968. Ministry of Mines
and Petroleum, September 1969.




ANNEX T
Page 9

The data show that there has been no sustained increase in
the value of net imports in the period 1960 to 1968. This is borne out
by Table 1 from which it can be seen that the volume of steel imports in
this period averaged around 180,000 tons per annum.

PRESENT PRODUCTION FACILITILS

Ag stated earlier, the sector consists essentially of one
integrated plant, four arc furnace and rolling mill plants and one re-
roller located in or near the four major centers of consumption. One
of the arc furnace plants also has an electrolytic tinplate line. Details
of thelrcapacities and production facilities are shown in Table 6. These
plants are currently operating at a high level of capacity utilization
and are all in the process of expanding or proposing to expand their
facilities.

It will be noted that the reversing hot strip mill (Steckel
mill)at Paz del Rio is not yet operational. The reason for this is two-
fold. First, there is insufficient power available at the present time
and secondly, in the absence of a cold mill, the demand for hot rolled
coil and sheets as such in Colombia would not justify the operation of this
mill, Paz del Rio proposes to put the Steckel mill on stream when con-
struction of the proposed cold reduction mill is well advanced.

COMPETITIVENESS AND PRICE

In terms of quality domestically produced steel products are
generally comparable with imports. The principal exceptions are the
hot and cald rolled sheets produced by Paz del Rio which, because they are
rolled on a hand mill, are not up to the standard of imported hot and cold
rolled products. This tends to limit the use of Paz del Rio sheets to
applications where finish is not of prime importance.

Imported iron and steel products generally are subject to an
ad valorem tariff ranging from 5 to 65 percent and prior deposits ranging
from 30 to 130 percent. For the products manufactured in Colombia the
specific rates of duty and prior deposit are shown in Table 7.



Name of Camparny Location
Acerias Paz del Rio Belencito
Empresa Siderurgica Medellin
Siderurgica Muna Bogota

(a subsidiary of
Empresa Sid erur-
gica)

Siderurgica del Pacifice Cali
(SIDELPA)

Corparacion de Acarc Barranquilla
(CaRPACERO)
Metalurgica Boyaca Tunja

TOTAL HOT ROLLED PRODUCTS CAPACITY

Hot Rolled
Products Capacit,
{ton s/anmum)

200,000

50,000

20,000
50,000

10,000

TABLE 6

DETAILS OF PROIUCTION FACILITIES OF THE FRINCIPAL PROIUCERS

Iron Making Facilities

Ore bedding system,
One 1200 tons/day sinter plant,
One battery of S1 coke ovens,
One 19'-6" diameter blast fur-
nace with a daily iron make

of 670 tons

Steel Making Facilities

One 800-ton hot metal mixer,

Three 22-ton Thomas converters,

One 20-ton electric arc furnace with
a comldned capacity of 200,000
ingot tons/anmum

Electric arc furnacs with a capa-
dty of 50,000 tons/anmm of
common and specification carbon
steel

Two electric arc furnaces

Two electric arc furnaces with a
capacity of 30,000 ton/anmnum
of common, specification car-
bon and low alloy steel

Two electric arc furnaces with a
capacity of 10,000 tons/anmm

Holling Facilities

One combination slabbing/blooming
wmill,

One 56° wide, Li-high reversing hot
strip mill with a capacity of
450,000 tans/annum (not yet
operaticna]),

One 3-stand billet and section mill,

One merchant mill far light sections,
bars and wire rod,

One hand-shaet mill far hot and cold
rollad shesets

One merchant mill for light sectiocns,
plain and deformed bars and wire
rod

One merchant amill for light sections
ad bars

One new S-stand mill and one older
merchant mill, both for light
sections and plain and deformed
bars

One merchant mill for light sections
and bars

One merchant mill for light sections
and bars

Finishing Facilities

One wire drawing plant
far bright, galvanized
and barbed wire with
a capacity of 37,000
tons/anmua

One electrolytic tin-
plate with a capa-
city on 3-shift
operatian of Si,000
tons/anoum,

One electric resistance
welding machine for
tubes up to L" diam-
eter,

One gaulvanising line

Heat troatment ovens for
for annealing speci-
fication carbon and
low alloy steel

One hot-dip tinplate
line,

Ono electric resis-
tance tube welding
machine

01 ©8w
1 XaNNY



Table 7

Rates of Duty and Prior Deposits on Imports
of Selected Steel Products
(Applicable as of May ik, 1970)

Description _ Rate of Duty Prior Deposit
(percent)
Wire rod 25 70
Bars and rods 25 1
Shapes and sections 2% 70

Wire products

bright 50 70
galvanized 55 70
barbed wire 65 130

Flat rolled products

hot rolled plates and sheets 28 70
cold rolled sheets 30 30
tinplate 25 30

Source: Acerias Paz del Rio

In addition imports of steel products are subject to prior licence,
the issuance of which requires the production of proof on the part of
the progpective importer that the local mills are unable to supply his re-
quirements as to quality and delivery. At the present time domestically
produced steel products are considerably cheaper than equivalent imports
after duty and licence applications are therefore resadily approved.

As stated in paragraph 12, Paz del Rio because of its dominant
position is the price leader for the sector, with the other producers
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aligning their prices on Paz del Rio's. There ia no longer any price
control on steel products, but the producers - essentially Paz del Rio -
are required to furnish one month's advance notice of intended price
increases, so that a judgment may be made whether the increase ia reason-
able and, if not, to provide an opportunity to negotiate a lower increass.
Thus the list prices reprssent a compromise between the desire of Paz

del Rio to maximize its profits and that of the authorities to hold down
the prices of basic inputas.

Table 8 shows the movement of prices of asome typical steel
preducts, £.0.b. Belencito, for theperiod November 1963 - November 1969.

Table 8

Movement of Prices of Representative Steel Products
in the Period November 1963-November 1969

3/8" dia.  3/4" dia.  5/16" dia.  Hot rolled
bars bars wire rod sheets Angles
--------- (Current Pesos per ton,f.0.b. Belencito) -----------

November 1963 1,7L0 1,555 1,930 1,950 2,070
" 1964 1,6L5 1,420 1,995 1,985 1,965
" 1965 1,645 1,420 1,995 1,985 1,965
n 1966 2,040 1,935 2,245 2,190 2,260
" 1967 2,040 1,935 2,245 2,190 3,000
n 1968 2,504 2,405 2,705 2,975 2,805
" 1969 3,240 3,100 3,480 3.760 3,960

Sources: Prices for 1963-1968 - ILAFA, Anuario Estadistico 1967, 1968
and 1969.

Prices for 1969 - Paz del Rio, Price List dated November
15, 1969,
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It will be seen that there was a marked increase in prices
during 1969, in line with the increase in export prices of the major
steel producing countries. In consequence Paz del Rio achieved its best
results in the year ended December 1969, when it made a profit of
approximately 81.1 million pesos, equivalent to a margin of 425 pesos per
ton of finished product. These figures compare with the previous year's
profit of S54.5 million pesos and a margin of 330 pesos per ton and the
profit for 1967 of 21.0 million pesos and a margin of 130 pesos per ton.
In the same period SIDELPA's profit went up from 7.3 million pesos in
1967 to 13.7 million pesos in 1968 and an estimated 20.5 million pesos in
1969. The corresponding margins per ton of finished product were
approximately LLO, 635 and 705 pesos respectively, reflecting to soms
extent the higher profitability associated with the mamufacture of special
as campared with camon steel.

Table 9 shows a comparison between recent Buropean f.o.b. export
prices, c.i.f. prices and delivered prices of imported steel products, be-
fore duty and taxes, in some of the major centres of consumption on the
cne hand and the ex-works prices of Paz del Rio and Bmpresa Siderurgica
and the delivered prices of their products in Medellin and Bogota on the
other. It is apparent from this table that the current delivered prices
of domestically produced bars and rods in Bogota and Medellin are equal
to or less than the prices, before duty, of equivalent imports while those
of bright wire and hot rolled sheet are less than those of equivalent
imports in Bogota, but on account of inland transport slightly higher
(8-10 percent) in Medellin. In Bogota the excess cost of the domestic
product over the equivalent import (protection requirement) for the re-
maining products ranges from 5.5 percent for barbed wire to 7.4 percent
for tinplate, 7.6 percent for chamnels and beams and 10.9 percent for
galvanized wire. In Medellin the protection requirement is somewhat
greater and ranges from 5.7 percent for tinplate to 9.3 percent for barbed
wire, 11.9 percent for galvanized wire and 16.0 percent for channels and
beams. Thus on the basis of the current high price levels, the protection
requirement of domestically produced steel products in Bogota and
Medellin is not unduly high. In Barranquilla, however, the protection
requirement ranges from zero for 3/8" diameter bars to 24.S percent for
channels and beams.

On the other hand steel is a low value product which enjoys
natural nrotection in the interior of the country because of the incidence
of high inland transport costs on the price of imported steel. In fact,
ocean freight and inland transport add approximately 4O percent to the current
f.o0.b. export price of steel products. The leading producer, Paz del
Rio, 1s handicapped by the low quallity of its iron ore and coal which
results in a high pig iron cost. With better inputs and a high standard
of operation and maintenance the direct operating costs of Thomas ingots



TABLE 9

Price Camparison Between Dmmestically
Produced and rted Steel Products

1 = Col$18.30
----------------------- Imported 5teel --=--c oo me e SRS
FOB CIF  cecemecceans Delivered --------c--oe FOB
Antwerp Barranguilla Barranquilla Madellin Bogota Belenclto
US$/tan  eemmeeaeoa- Peson/ton (before daty and tax) =--v---e-e-e  comeeoeaaeo
1/4" dla. wire rod 151.50 3,149 3,648 3,848 3,908 3,h80
3/8" da. vars 153.00 3,176 3,679 3,879 3,939 3,240
3/4% dia. bars 128.00 2,Nn9 3,050 3,250 3,310 3,100
Channals and boams 138.00 2,902 3,310 3,570 3,630 3, %60
9 gauge bright wire 148.00 3,085 3,5 3,711 3,837 3,7h0
B gauge galvanized wire 167.20 3,k36 3,973 4,173 L,233 4,490
Galvanized barbed wire 186.80 3,79 h,521 h,721 L, 781 kL, 980
16 gauge hot rolled sheet 152.00 3,158 3,659 3,859 3,919 3,760
Electrolytic tinplate
(107 1b.) 220.00 L,hoo L, 900 5,100 5,160 -

FOB
Madellin

Pesoa/ton (befors tax)

S, 390

----- Delivered ----
Medellin Bogota
3,660 3,5LS
3, k20 3,308
3,280 3,165
L,1ko k,025
3,920 3,805
k,670 4,555

5. 160 >
3,940 3,825
5,390 5,540

Source: Acerias Pas del Rio,
Current Price List.

Eapresa Siderurgica de Madallin,
Recent (but posaibly not ths latest) Price List.

Countinemtal Irem and Steel Trade Reports, April 21, 1970,
Bxport Frices.

La Superintemdencia de Regulscion Economica,
Reso lution No. 033}, Septemb.r 6, 1963,

June 9, 1970
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could probably be reduced by some 200 pesos per tan (15 percent) with
proportionate reductions for the finished products. An expansion of

Pazn del Rio's iron and steel making capacity to meet the entire demand
for bars, rods and wire products in the interior of Colombla would re-
duce the capital cost per annual ton of installed capacity and thus the
capital charges - amortization and interest - per ton of finished product.

The challenge facing the sector, therefore, is how to develop
and expand its production facilities so that the price of finished steel
products to the consumer will gradually approach the level prevailing in
the industrialized countries. This question will be discussed in the
section dealing with recommendations.

FUTURE DEVELOPMENT PLANS

As stated under Consumption and Trade, total demand for finished
steel products 1s expected to approach 1 million tons by 1975. Consequently,
all the principal producers referred to above are in the caurse of expanding
their production facilities or have reasonably firm expansion plans. In
the absgence of a master development plan for the sector, these expansion
projects have not been coordinated. If implemented, they would accentuate
the present shortfall of domestic scrap generation and result in further
frzgmentation of production facilities.

As already stated, Paz del Rio's next expansion phase consists
of the installation of a cold rolling mill at Belencito to complement the
recently campleted reversing hot strip mill. This mill which would have
a rated capacity of some 250,000 tons of cold rolled coil and sheet and
tinplate stock per annum, is scheduled to be in operation by the begimming
of 1973.

There is no question that a cold mill is needed in Colombia,
as the demand for hot mill products as such is too small to justify the
operation of Paz del Rio's Steckel mill. In fact, the Steckel mill should
not have been installed without a cold mill to process the hot rolled coil
into cold rolled products - coil, sheet and tinplate stock. The cold mill
should therefore be viewed as the second, integral part of the flat rolled
products facllity, of which the Steckel mill forms the first part. However,
Themas steel, which cmstitutes about 85 percent of the ingot steel produced
by Paz del Rio, is unsuitable for cold rolling. The serious choice facing
Paz del Rio is therefore whether in the long term to run its hot and cold
mills on imported strip mill slabs or convert the Thomas plant to a BOF
nlant, capable of producing ingots of the requisite quality. The relative
eccnomics of these alternatives have not been examined.

An associated question is whether; having regard to the low
quality of Paz del Rio's iron ore and coal, basic iron and steel making
capacity in Colombia should be expanded by the installation of a second
blast furnace at Belencito or alternatively by putting down a semi-finished
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products plant at a coastal location based on the use of high grade
imported ore and coal from the Cerrsjon deposit in Guajira. It is
understood that this question will be studied jointly by Paz del Rio
and IFI.

Paz del Rio's decision to install the cold rolling mill at
Belencito 138 based on the belief that any attempt at this stage to
investigate the economics of a coastal location, in conjunction with
the proposed blast furnace study, would result in such delays as to
vitiate any potential savings due to lower inland transporiation costs.

Of the smaller steel producters Empresa Siderurgica, Medellin,
is currently in the process of expanding its steel making capacity to
annroximately 100,000 tons per annum by the installation of a 30-ton arc
furnace and construction a new 5-stand merchant mill for light sections,
bars and rods. SIDELPA, Cali, expects to install a second 12-ton electric
arc furnace during the second half of this year thereby increasing its
steel making capacity, principally for specification carbon and low alloy
steel, to about 50,000 tons per annum. CORPACERO, Barranquilla, is
contemnlating the installation of a third electric arc furnace and addi-
tional rolling equinment to raise its capacity to 20,000 tons per anmum.
Metalurgica Boyaca, Tunja, has ambitious expansion plans, which envision
the installation of an 8 to 10-ton arc furnace in stage I and of a 40,000
tons per annum blast furnace and LD-steel making plant, with a catinuous
casting machine, in state II.

In addition the recently created Siderurgica de la Sabana (SIDESA),
in which IFI has an interest, is believed to be on the point of placing
orders for a 30,000 tons per annum pig iron plant at Tipito, on the alti-
plano some 100 km northwest of Bogota. It proposed to use the locally
occurring iron ore, coking coal and limestone deposits and expects to be
able to sell its pig iron mainly to the foundry industry at the price of
equivalent imports.

COCLUSIONS AND RECOMMENDATTIONS

As stated under Structure and Growth, the sec.or is now at the
point where scrap requirements exceed domestic scrap generation by about
100,000 tons per annum ard the manufacture of flat~rolled and possibly other
sovhisticated steel products requires concentration of production facilities
to achieve minimum economies of scale. It follows that a proliferation of
new arc furnace capacity would merely aggravate the present shortfall of
domestic scrap arisings and result in an increasing proportion of high-cost
imported scrap and at best a maintenance of present selling prices for
finished products.
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Agreement in principle between Paz del Rio and IFI has already
been reached on a joint sectorwide study to select the optimum location
for the next blast furnace to be put down in Colombia. This shows an
awareness of the importance of planning the growth of the iron and steel
sector on a country-wide basis, especially since the high freight costs
in Colombla may invalidate some of the solutions found in other countries.

It would require but one more step to extend the scope of this
study to its logical conclusion and make it an all-embracing survey of the
iron and steel sector in Colombia, coupled with an evaluation of the various
possibilities for expansiomn of capacity and diversification of product
lines. It is therefore recommended that the Government of Colombia commission
a comprehensive study of the iron and steel sector which should broadly cover
the following points:

(1) carry out a technical audit of present production
capsaclty,

(11) review the availability of raw materlals, both domes-
tic and imported, determine realistic freight costs
and estimate the availability and present and probable
future costs of services, particularly power and water,

(11i) oprepare estimates of production costs for the larger
plants,

(iv) review and evaluate the recent estimates of the demand
for steel prepared by IFI and FPaz del Rio, including
a2 long-rangs forecast for the year 1980, having regard
to the likely impact of the Andean Group and LAFTA
integration on the pattern cf demand and the availability
of semi-finished products,

(v) prepare estimates of the differences between projected
demand and capacity for groups of products on a yearly
basis,

(vi) review and evaluate both the existing proposal for installing
a cold rolling mill at Belencito and the study by Sofresid
now in course of preparation for installing a cold mill on
the Atlantic coast,

(vi1)} review and evaluate other defined proposals for expansion
in the industry,

(viii) after making allowance for the continued importation of
items that camnot be economically produced in Colombia,
recommend the most economical program of expansion of
the industry which would produce the remaining range and
tonnage of nroducts, and indicate likely selling prices
in the major consumption centers,
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(ix) 1dentify any special transportation bottlenecks whose
removal would facllitate the importation of raw materials
and/or semi-finished products to and the distribution of
finished products from the plants recommended in (viii)
above.

Since the results of the study will be influenced by the cost of

transport and of forelgn exchange, it i1s suggested that a sensitivity analy-
sis be carried out for the plausible range of values of these two variables.

In view of the number of expansion projects, for which it is
understood equipment orders are shortly to be placed, the proposed study
should be initiated without delay. It should preferably be undertaken
by consultants of worldwide repute, drawing to the fullest possible extent
on the data and skills available in Colombia. Pending completion of this
study no further expansion projects for the sector should be approved or

import licences for squipment issued.

Once the study has been completed it 1s expected to form the
basis of the Planning Department's (DNP) evaluation of expansion and
diversification projects in the sector and of INCOMEX's issuance of import
licences. In this way the growth of the sector would be gulded along lines
aimed at increasing its efficiency and bringing about an all-round reduction
in the selling prices of finished steel products. This, in turn, would
benefit the entire economy, because the steel consuming industries should be
able to pass on a proportion of these price reductions to their customers
and at the same time improve their export potential.
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PULP AND PAPER INDUSTRY

INTRODUCTION

The pulp and paper industry in Colombia has undergone substantial
growth and now supplies virtually all internal demand (except mainly for news~
print). As the industry appears to be competitive on an international basis,
there may be scope for enlarging its exports in the future. Another area of
future interest is the possible development of local raw materials to replace
imports, particularly of long fiber pulp.

Due to pressure of time, the mission was, unfortunately, not able
to study this sector in the depth 1t deserves, particularly regarding interest-
ing developments for the immediate future. However, the following brief review
gives the main charactsristics of the subsector and points to areas which should
be fcllowed up.

This review 1s based primarily on interviews with and plant visits
to the two major producers of paper in Colombia. This information was sup-
nlemented oy desk study of a report published in November 1969 by the Uniwversidad
del Valle on "Production, Apparent Demand, and Projection of Consumption of
Paper and Panerboard in Colombia." This report was prepared for the Instituto
de Fomento Industrial (IFI), the Cali Financiera, and El Ingenioc Riopaila (a susar
~milling concern).

HISTORY AWD DEVELOPMENT

There has been some production of paver products in Colombia since
the beginning of the industrial era there. However, the foundation for modern
paver making was laid in 194, when the Container Corporation of America formed
"Carton de Colomhia." This company initially established a paver converting
unit, to produce boxes from imported kraft board; and them integrated backwards,
as the volume of business warranted. By 1953, it had installed its first kraft
parer machine at Call, based on imported pulp. Subsequently, it installed three
more paper machines, a pulp plant based on local hardwood, and four converting
plants, at Barranqullla, Bogota, Medellin and Turbo.

In 1961, writing and printing papers were produced for the first time,
using bagasse for raw material, by Productora de Papel (Propal). This company
was established by W.R. Grace and the International Parer Corporation, both of
the U.S5.A. The plant was built at Cali, near the Carton de Colombia facility;
and is conveniently located in relation to the sugar-growing area of the Cauca
Valley. Today Colombia is nractically self-sufficient in writing and printing .
papers, with the exception of newsprint, all of which is still impeorted.

There are two other small compamies which may be regarded as integrated
producers but their combined output is about one-~tenth that of the two major com-
nanles.
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PRESENT STRUCTURE OF THE INDUSTRY

The total installed capaclity of paper factories in Colombia is
about 240,000 tons per year. Production in 1969 amounted to 203,000 tons,
indicating a utilization factor of 85%. Installed capacity for pulp mami-~
facture amounts to about 133,000 tons per year; actual production in 1968
amounied to about 87,000 tons, indicating a utilization factor of about &L%.

Carton de Colombia S.A. is owned 60% by Container Corporation of
America and LOY% by ahout 350 Colombian shareholders. The largest local
shareholder (3%) is an insurance company. The management of the company 1is
largely in Colombian hands, the U.S. interest being represented by two members
on a Board of five Directors.

The company does not own any forests; but it has cutting rights in
various forest areas; arnd 1t operates a re-afforsestation program. The prin-
cipal plants of the canpany are located at Yumbo, 15 km from Cali. The loca-
tion was chosen for its proximity to the major forests from which hardwood
is extracted for pulping and to an adequate supply of water. The pulp plant
is actually owned by a separate campany, Celulosa y Papel de Colombia S.A.
(Pulpapel), which was originally a joint enterprise of Carton de Colombia and
IFI. After 1t was working at a profit, IFT sold its shares to Carton de Colombia.
This plant is perhaps ths only one of its kind in the world, producing pulp
for papers from tropnical hardwoods.

The company operates L paper machines and converting and printing
machines for production of cartons and has a capacity of 130,000 tons/yr
of paper products. In 1969 the company produced 115,000 tons of various
paper items, lncluding box boards, container boards, wrapping, and kraft
paners, liners, grocery bags, and clay coated, white natent coated and solid
fiber papers. About SO0% of the output (by weight) consisted of mill products,
i.e. rolls of naner and standard size boards, and the other half consisted of
fabricated products, e.g. nrinted containers, bags, tubes, etc. The comnany
supvlied about LO customers with mill products, and 1,800 customers with
fabricated nroducts.

Total employment in the company amounts to 1,800 persans, of whom
about L0OO are salaried staff, 1,000 are skilled workers and LOO unskilled
workers. The company also employs about 5,000 workers on contract for forestry
operations.

Productora de Papel S.A. (Propal), the second largest paper producer,
is owned entirely by U.S. interests, S0% by Internaticnal Paper Corporation
and 50% by W.R. Grace and Company. Management is largely Colombian; but there
are some Americans in top management positi ms, including the Financial DMrector.

Pronal's nlant is also located at Yumbo. This is an integrated
faciliiy using sugar-cane bagasse for production of rolled and cut writing
and printing naver »nroducts. Bagasse is purchased from 10 sugar mills located
within a 35 km radius. The company's consumption of bagasse in 1969 was about
300,000 tons per year, yielding approximately 57,000 tons of paner.
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This output is achieved from 3 paper-making machines with a capacity
of 70,000 tons/year of paper. A fourth machine is to be added, in order to
raise capacity to 100,000 tons per year. The principal products of the
company are bond, offset, ledger, duplicator, manifold, manila, wrapping,
and bag papers, and napkin, toilet and sulfite tissues.

The company employs about 700 persons, of whom 150 are salaried
employees,

Both companies rely almost entirely on road transport to draw their
raw material supplies to the plants and to deliver their products. The
total incoming load is about 700,000 tons, and the outgoing load about
175,000 tons per year.

7 Both companies depend on Planta de Soda, Bogota, for supplies of
caustic soda and chlorine. Caustic soda is transported in rubver pillows
on ordinary flat-bed trucks; and the vehicles can use 80% of their capacity
for back-hauling paper to Bogota, losing only 20% of their capacity for
the rolled up pillows. Chlorine is transported in special tank trucks
which have to return empty.

Compared with the two main producers with combined production of
172,000 tons per year, eleven other small producers in 1969 had a total
production of about 31,000 tons, with the largest producing about 7,000
tons per year, and the smallest less than 00 tons.

Fabrica Nacional de Carton Ltd., also located in Cali, and using
bagasse as raw material, produces largely chip board, liner board, box
board, hard board, and album paper. Its total capacity is about 7,000
tons.

Papeles Nacionales S.A., located at Pereira, produces about 4,600
tons per year of toilet, napkin and facial tissues.

The other nine companies together produce less than 10,000 tons
of paper and paper products annually. Their operations were not examined
individually.

SUPPLY AND DEMAND

Pulp

Colombian pulp mills have to depend upon hardwood forests and
sugar-cane bagasse for their fiber requirements. No softwood resources
of any economic significance have been located or developed so far. Waste
paper, both domestic and imported, is used to supplement fresh pulp for
paper maldng, on a considerable scale.

In 1968 the total quantity of raw materials, - pulp and waste
paper, - used in Colombia for paper making amounted to about 192,000 tons.
The breakdown of this figure, by varieties and sources, is indicated in
the following table:
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Unit: Metric tons

Type of Raw Material Quantity Percentage

(a) Domestic, total 147,289 76.4
(1) Chemical and semi-chemical pulp

from hardwood 39,792 20.8

(11) Pulp from bagasse L5,140 23.5

(111) Waste paner 62,357 32.1

(b) Imported, total 45,380 23.6
(1) Chemical and semd-chemical long-

fiber pulp 37,610 19.6

(11) Mechanical pulp 1,886 1.0

(1i1) Waste paper 5,88L 3.0

Total a + b 192,669 100.0

It will be noticed that waste paper, domestdc¢ and imported, constituted
over 35% of the total raw material supply.

Turning to the local pulp supply - which is all short fiber
pulp - the Universidad del Valle study projected the following pattern
for the growth of installed capacity and demand:

Supply and Demand for Short Fiber Pulp in Colombia

Year 1970 1971 1972 1973 1974 1975
Installed Capacity 133 185.1  185.1  1%0.0  197.1  197.1
Demand 103.3 116.8  130.3 146.8  160.6  175.L
Surplus 30 68.3 54.8 L3.2 36.5 21.7

Demand as % of
Capacity 79 63 70 77 81 oL

The increase of capaclty between 1970 amd 1971 will be caused by
a number of smaller bagasse mills coming on stream.
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The study concludes that the surplus of local pulp capacity
shown to exist through 1975 precludes any immediate prospect for promoting
a new pulp project based on local pulping species. On the other hand, with
its present surplus Colombia should be in a favorable position to supply
othsr Andean countries, especially if pulp is included in the Andean Group
accords. The prime customers would be the smaller non-integrated paper
mills.

Paper

Local paper supply meets most of the demand but imports are
still required to meet demands for the higher quality vapers. In 1968
imports amounted to some 28,000 tons, but these were more than balanced on
a weight basis by exports of 42,000 tons. The balance of the value of this
trade 1is not knowm.

Newsprint imports are not included in the above figures. Colombia
had a demand of 52,000 tons of newsprint in 1966, and this is expected to
increase to 65,000 tons in 1970 and 87,000 tons in 1975. As all newsprint
13 imported this large potential demand should provide an added incentive
for examining projects to produce long fiber pulp in Colombia, as this is
the necessary raw material for producing newsprint.

The Universidad del Valle study examlned the demand for other
papers for each of the main categories and compared this with expansion
plans of the suppliers for the period 1970-1979. This showed that there
would be a short-fall of printing papers and cardboard and a surplus of
kraft paper. These would about balance one another so that the overall
supply and demand of paper would be in balance. This points to the need
for rationalizing the expansion plans of the industry to try to insure that
all needs are met adequately without unnecessary surpluses developing.

PRICES AND COSTS

The principal manufacturers of pulp, papers and boards in
Colombia claim cost competitiveness within South America, and a reasonably
competitive position vis-a-vis imports from elsewhere. The two largest
manufacturers supplied data regarding average prices of thelr own products
and comparable imports in 1969 as indicated below:

Average SellingﬁPricel/of Papers
(per ton)
Carton de Colombia Propal Comparable Imoortsg/
in Pesos in US$ in Pesos in US$ in US$
4,020 230 5,000 285 250

l/ The average selling price i3 the total sales value divided by the total
tonnage of papers of all types for each company.

For "cultural" papers only; price mentioned is F.0.B. port of origin in
U.S.A.

170
~
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Not too much significance should be attached to these average
figures of prices bescause they combine a multitude of prices, varieties,
and specifications, without appropriate weights. It appsars, however,
that the conmparative status indicated is horne out by some specific prices.
For instance, the Universidad del Valle study indicates that in 1965,
orices of kraft liner, kraft paper for bags, and printing paver were lower
in Colombia than in Chile by 20-90%; and they were lower than in Peru by
40-90%. Subsequently the position changed further in Colombia's favor,
because of the considerable inflation in Chile and Peru.

There is only a very small market for domestic pulp in Colombia
as the bulk of output is used within the integrated manufacturing facilities.
However, Propal indicated sales of about 2,500 tons in 1968 at a price of
Pesos 2,640 per metric ton (= US$150.85). Comparable grades of pulp were
not imported in Colombia, but long fiber pulps were imported at prices indi-
cated below:

Type of Pulp Price: C.I.F. in US$
Bleached kraft 165
Semi-bleached kraft 166
Unbleached kraft 134

These reported prices ars in line with prices for similar varieties quoted
in trade journals.

The two major companies gave the following breakdown of their
production costs in 1969:

Ttem Carton de Colombia Propal
Production cost including) pesos 3,7502/ 3,250
depreciation per metric ) /
tond/ ) US$ 2 21 186
% of cost attributable to
raw materials 50% 309
4 of raw material imported 50% 25-30%

1/ Total cost divided by total tonnage of output.
2/ Conversicn rate 1 US$ = 17.5 pesos.

3/ Includes taxes.

When these costs are compared with the selling prices it can be seen that a
large margin exists in the case of the cultural paper (34% after allowing ,
for taxes at 36% on gross profit) but there is not much profit margin for the
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industrial papers (7%). Carton de Colombia in fact said that 80% of
their corporate profit is generated in the pulp production of the subsi-
diary company Pulpapel. Both companies claim that their production costs
are not out of line with international costs.

It can also be seen from the table that a large percentage of
the production costs is attributable to imported materials, most of which
consist of long fiber pulp.

OUTLOCK FOR THE FUTURE

Lonngibef Production

As has been mentionsd several times in this report, Colombia
is deficient in long fiber pulp for producing quality papers for which
there is a demand, and which can tolerate only minimum amounts of short
fiber content. For instance, newsprint, high-quality cardboard, liner
board and first-class packaging paper camnot have any short fiber compo-
nents. On the other hand, paper for journals and good books can tolerate
up to 60% of short fiber. A table showing the tolerance of short fiber
in various papers is given in Annex 2(a),

Colombia therefore 1mports long fiber pulp, all its newsprint,
and much of its liner board requirements, as well as long fiber waste
paper. These imports are currently costing Colombia $16 million per year,
a figure expected to reach $24 million by 1975.

The lack of long fiber in Colombia has been known for many years
and although many studies have been made to investigate means of supplying
i1t, nothing specific has developed. Half of these studies have concentrated
on producing long fiber pulp from local tropical wood species of which the
go-called cecropia tree appears to offer the most promise. The other half
of the studies have been aimed at developing commercial forests of northern
hemisphere pine species in Colombia. Both types of studies have been mostly
theoretical and lacked follow-through such as pilot plant pulp tests of
local species or attempts to commercialize the existing stands of pine, such
as those in the Antioquia area. These stands are owned by smallholders who
exploit the timber only for its value as bullding material for which it
commands a high price.

Since long fiber pulp is readily available from international
sources, there is no commercial pressure to push forward such gtudies.
However, the broader implications for the economy justify goverrmment initia-
tive. IFI has recognized these problems and has recently signed a contract
with a Canadian and a local engineering company for a practical study of the
feasibility of an integrated pulp and paper plant utilizing the cecropia
timber of Colombia. This will alsoc involve the planting of an experimental
stand of trees and pilot plant tests to determine the suitability of using
this timber in conjunctio with the local pine timber for the production of
paper. It i3 envisaged that it will take one year to set up the study and a
further five years for the planting and experimental work.
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This study merits attention as its signdificance goes well beyond
import substitution in Colombia only. Not only will it investigate the
development of a forest resource presently untapped there and possibly in
other tropical countries, but also the commercialization of imported tree
species which can be grown on land not able to be used at present.

Erpansion Plans of Ixisting Companies

Both of the major compandes have active investment and expansion
programs. The following specific projects were memtioned durdng the mission:

Propal

The most immediate project is one for $2.2 million to produce
coated papers. It will require $1.2 million in foreign currency, and
Propal will be approaching the Financeria de Valle shortly with thds project.
It 1is aimed at producing 8-9,000 metric tomns per year of coated papers for
substituting imports and Propal is also looking to some export possibilities.

Propal expects to start production on a fourth paper machine by
1974. It would have a capacity of 100-200 tons per day and the project would
require at least one year for a feasibility study, which is expected to be
undertaken early next year.

Another medium-term project is for appraximately $8.5 million for
a chemical recovery plant. At present Propal disposes its waste chemicals
into the Cacua River, creating both a pollution hzzard .and increasing the
cost of pulp production. ¥To definitive timing was given for this project
although it is pressing especially because of the pollution problems.

Carton de Colombia

This company has an ambitious set of projects defined through
1972 which will cost some $22 million. In addition the company feels
it would need a general increass in working capital of some $2.2 million.
The projects can be sumarized as follows:

Inrestment in Million $§

Project 1970 1971 1972 . Total
Expand existing mills 2.0 1.2 3.5 6.7
Expand existing

fabricating plants 1.0 1.5 0.2 2.7
Expand pulp mill 0.5 0.9 L1 5.5
New pulp & paper plant

at Barranquilla (100 T/D) 6.1 - - 6.1
Other small items 0.5 0.7 0.2 1.4

Total 10.1 L.3 8.0 22.L

|
|
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The above total includes the working capital needs for each particular
project, but as mentioned above, a general cash increase of some $2.2
million is needed, making total financial needs of $24.6 million. Of the
total, some $13 million is expected to be required in foreign exchange.

Development of Magdalena Valley Forests

IFT and INDERENA (Instituto de Desarrolle de Los Recursos
Naturales Renovables) are making a major effort with the assistance of
FAO to study and to invite foreign interest in the development of the
forest resources of the Magdalena and Sinu Valleys. This effort started
in 1967 when one of the studies of local production of kraft and newsprint
pointed to the advantages of Barranca/Bermeja as a plant location. This
town has a nucleus of skilled labor because of its extensive oil activities.
It is also in the center of the Magdalena forest resources and would seem
to be ideal for locating a timber processing plant.

A study has therefore been in progress under IFI/INDERENA/FAC
auspices by the Finnish fimm, Jaakko Poyry, to investigate these possibili-
ties. Following encouraging results of the first part of the study, the
promoting committee appointed by IFI and INDERENA has now written to some
100 concerns around the world to invite thelr participation in the further
development of this large project. The letters have gone to the major
timber and paper companies in the oountries which are predominant in these
activities and to international organizations (including the World Bank).
The first step would be to develop the necessary infrastructure (roads,
power, water) to support logging operations. This would be followed by
sawn wood and plywood production with pulp production based on the by-
products and unsuitable species.
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Percent Short Fiber Content Tolerable in Various Grades of Paper

irpe

Cultural Pgpers

Newsprint

Paper for Jourmals and first class books
Paper for 2nd class bocks

Fine paper, lst class

Fine paper, 2nd class

Industrial Papers

Packaging paper, lst class
Packaging paper, 2nd class
Packaging paper, 3rd class
Cardboard for food packages
Liner board
Corrugating medium
Ordinary cardboard
Waxed paper
Sanitary paper = bleached
-~ uhbleached and wndyed

Sources: CEPAL/FAO/UN Forestry Study;
data from paper makers
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ANNEX 3

SYNTHETIC FIBER INDUSTRY

INTRODUCTION

The mission visited all the five companies who produce synthetic
fibers in Colombia; in addition it utilized data from reports prepared in
connection with two investments that the International I"inance Corporation
made in Enka de Colcmbia and from the Bank's lending to this sector through
the Colombian Financiareas. The Bank is therefore quite familiar with the
past history, present position and prospects of this branch of Colombian
industry.

HISTCRY AND DEVELOPMENT TRENDS

Synthetic fiber production in Colombia started in 1939, First
came the manufacture of viscose fiber (rayon) from imported dissolving pulp
at a plant in Barranquilla, majority owned by the U.S, Celanese Corporation,
This plant was extensively modernized in 1949 at which time Celanese also
began the production of cellulose acetate at Cali. Manufacture of nylon
yarn started in the early 1960's and polyester followed in 1964, Acrylic
fibers are not yet produced in Colombia.

Historically, the Colombian textile industry had been based on
local cotton and wool fibers, Annex 3 (a) shows the percentage distribution
by weight in the consumption of various textile fibers in Colombia over the
past two decades and indicates the continued predominance of cotton which
has kept its rank as the major fiber at close to 90% of total fiber consump-
tion, The graph also shows the share of both cellulosics and wool that has
been displaced since 1960 by the rapid rise in consumption of non-cellulo-
sic synthetics, i.e. the petrochemical based fibers such as nylon and poly-
ester, It is interesting to compare these data with the trend of world
production of fibers given in Annex 3 (b). World producticn of non-cellu-
losic synthetics has experienced a similar rapid rise starting, however,
in the mid-1950's rather than the mid-1960's as in the case of Colombia,

The graph also shows that, worldwide, synthetics have primarily replaced
cotton fibers rather than cellulosies and wool as in Colombia, This is
probably due to the different relationships between prices of various fibers
in Colombia as compared to many other parts of the world,

At present, synthetic fiber prices in Colombia are considerably
hisghér than internaticnal prices due mostly to duties on imported inputs
and production in a number cf relatively small units with corresponding
loss ol economy of scale., This is discussed in mere detail later, Colom-
tian cotton prices are currently at the international level and hence,
synthetics are at a price disadvantage compared to cotton,

There has been some reduction in synthetic fiber prices since
1968 and it is possible that in future the larger producers will be able
to make additional price reduction by bringing down costs, However, Colon-
bian prices are not expected to match internaticnal levels hefore 1975, at
the earliest., One may assve therefore that the growth of synthetic fibers
in Colombia in the near-term future will be stimulated mostly because of
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the particular physical properties of these fibers rather than because of
any price advantage.

STRUCTURE OF INDUSTRY

The Colombiun synthetic fiber industry came into existence to
fulfill the changing needs of the local textile industry. There are five
synthetic fiher producers; all are privately owned and bhe shares of some
of them are traded .1t the Bogota atock exchange. Production is concentru-
ted elther zt Medellin - the center of the textile industry - or at
Barranquilla where imported raw materials, on which most of the industisr
5till depends, arrive. The exception is Celanese which has established
two of its three units {cellulose acetate and polyester) at Cali with &l
rayon unit at Barrunquilla. Celanese may have been encouraged to locate
at Cali, as were many other foreign companies, because of tax and land
price incentives offered in the early days in the Yumbo area, and its
more equitable climite and receptiveness to foreigners.

Althcugh due to the relatively high value of the final product,
transportation cornsiderations are of secondary consideration, there are

cbvious mutual advantages in locating the fiber industry where the textile
customers have long been established.

Some ownership data are shown in Table 1.

Table 1

Ownership of Synthetic Fiber Producers in Colombia

Local Shareholders Foreign Shareholders
Company % neld o held Name Country
Celanese Colombilana,
S.A. 18 82 Celanese Corporation U.S.A,
Enka de Colombia Lot/ 51  AKZU, Carolina K.7.,
1rC ' Holland
Polimeros Colombia- United Merchants %
nos SOE/ 50 Manufacturers U,3.,4A.

Nylon Colombiana, Y Didier Werke, Deutsche
S.A. L= 34 Entwickl. Ges, Ge rmany

Fabrica de Hilazas
Vanylen, S.A. 0 100 Chemstrand U.S.A.

1/ Held by Financieras and local textile makers
2/ Held by Colteldir

3/ 32% held by Corp. Fin. de Colombia



ANNEX 3
Page 3

Fiber producers usually sell directly to textile mills and thus
have a limited number of customers; in some instances textile companies
have taken an equity position in the fiber producing entity.

The managements interviewed during the mission were mostly young
men, highly trained and well versed in their specialties whether technical,
marketing or financial., There appeared to be excellent rapport between the
Colombian and expatriate employees. All plants are largely run by Colombian
managements with the exception of a few key position. Production facilities
are generally modern and well maintained. Because of the high degree of
skill required to operate the equipment efficiently, labor has been care-
fully selected and trained.

Table 2 gives some data on the range of synthetic fiber produc-
tion in Colombia; the companies that produce them; installed capacity and
its utilization; as well as data on fiber exports and imports.

Table 2

Present Production, Capacity Utilization and
Export/Imports of Synthetlic iipbers in Colombla

Estimated Net Exports
Capacity%/ Production Apparent (Net Imports)
December 1968 in 1969 Capacity in 1968

Product Producers (mill. tons/yr.) (mill. tons) Utilization (mill. tons)
Nylon Vanylon ) 2/ 2/
filament Nylon de ) 3,629 3.439<« LZ. -
Colombia)
Enka )
Nylon 2/ 5
tire yarn Enka 1,800~ 1,586-/ 88% (1,400)
Polyester Enka ) 2/ 2/ 3/
filament Polimeros ) 728~ L73=~ 65%~
Polyester Enka ) 2/
staple Celanese ) h,960§/ by, L5l 90%
Polimeros )
Polyester Celanese )
tow tops Polimeros ) 500 150 308/
Acetate
filament Celanese 3,185 2,666 8L 239
Acetnte
t'iber Celanese 596 281 189 -
Cigarette
filter
tow Celanese 1,609 1,151 724 o1l
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Table 2 (Continuation)
Estimated Net Exports
Capacityl/ Production Apparent (Net Imports)
December 1968 in 1969 Capacity in 1968
Product Producers (mill. tons/yr.) (mill. tons) Utilization (mill, tons)
Viscose
filament Celanese 2,038 2,078 103% 658
Viscose
fibers Celanese 5,736 4,828 85% 2,287
Acrylic
fibers - - - - (1,025)
Cellophane Celanese 3,553 3,134 884 (  35)

1/ . Based on 3 shifts, showing total available capacity
g/ TFigures are for 1969

2/ Under utilization is due to the capacity not being available for the
full year.

It can be seen that with a few exceptions, the industry is operat-
ing at a high degree of capacity utilization and - as will be discussed
later - is now expanding further. The table also indicates that the still
relatively small market for nylon filament (for textile yarn) and polyester
staple and filaments is shared by more than one producer. Tte industry expor-
ted about 15% of its 1968/69 volume of production, somewhat more than was
imported during the same period. Imports consisted primarily of nylon tire
yarn and acrylic fibers; these may be expected to decline, as Enka is expand-
ing its production of tire yarn and an Italian company is exploring the
possibility of starting the manufacture of acrylic fibers in 1972.

The following table shows the 1969 sales and employment figures
of each of the companies and gives an idea about their relative size.

Table 3

Sales and Employment of
Synthetic Fiber Companles in Colombia

1969 Sales No. of
Company (Cold million) Employees
Celanese 358 1,676
Enka 216 656
Vanylon 87 4,56

#1968 sales



Table 3 (Continuation)

1969 Sales Ho. of
Compary (Col$ million) Employees
Polimeros 70 238
Colnylen 62 180
Total 793 3,206

Total sales amounted to Col$793 million (U,.S.$ million). They
are compared in Table l; to some other financial parameters for this branch
of industry.

Table i

Financial Data for A1l Synthetic Fiber Companies
in Colombia [1969)

Cold 1i1llion

Sales 793
Net Profit 79
Equity 199
Assets Employed 1,077
(of which, Fixed Assets) 325
Ratios Ave, ¥ Range 7

Net Profit/Sales 9.9  6,2-1L.3%
Net Profit/Equity 15.8  1L.6-28.6%
Equity/Assets Employed L6 22 =77

Fixed Assets/Total Assets 30 20 ~50

Table L shows that the industry is rather capital intensive; that
it operates with a reasonable - but by no means high - margin of profit-
and that it requires considerable working capital.

The average level of profitability of 15.87 on equity is not out
ol Jine with that of other manmufacturing industries in Colombia. Since
average profits are 10Y of sales, sales prices could, on the whole, not
drop much more than the 107 before profits would disappear. There is
therefore little margin for price reductions at present production costs
and any future price reductions can only come as the plants expand and
thus reduce their overhead and/or some of the principal cost outputs can
be decreused such as cost of raw materials (including import duties) and
power. The competitive position vis, a vis, imports at present and in
the future of one of the producers is discussed later,
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The mission obtained from the five producers their sstimates
of the demand growth in Colombia for nylon and polyester and their ex-
pansion plans. Table 5 reflects these growth expectations up to 197)
and the capacities which the industry has already firmly planned for

completion through 197¢.

Table

Ixpected Demand Growth and Capacity Expansion for

Mylon and Pclyester

Production in 1965

Demand in 1969

Average Growth Rate
between 1955/69

Estimated Demand in
197L

Growth Rate between
1969/7L

Estimated Capacity at
end of 1969

Firm Expansion Projects
due for Completion by

- end of 1972

Total Capacity end
of 1972

Additional Capacity
required to meet
1974 Demand fxpec -
tations from Domes-
tic Production

(metric Lons)

Nylon
Textlle Tire Polyester
Filament Cord Filament  Staple Total
1,269 0 0 720 3,470
3,440 1,590 L70 L,450 11,060
28% - - 58% 347
8,500 3,100 5,000 11,200 27,800
to to to to to
19,600 h,200 4,000 16,500 36,300
Min. Min, Min. Min, Min,
20 1L 61 20 20
Max. Max. Max. Max. Max.
23 21 67 30 27
3,630 1,800 740 4,960 11,130
3,470 2,000 2,380 1,170 9,020
7,100 3,800 3,120 6,130 20,150
Min, Min, Min. Min, Min.
1,h00 (T00) 1,880 5,070 7,650
Max. Max, Max. Max. Max.
2,500 Loo 2,880 10,270 16,150

Table 5 shows that the rapid growth in these two fibers over
the last four years of an average of 3L¥ annually is expected to fall’
off to a more modest growth of between 20% and 22% per year.
the expected rates of increase of =ach of the four main products are
considerably more varied than the average would indicate, ranging [rom
6% per year for polyester filament to a very modest 7% fortire cord.

Howcver,
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The mission generally concurs with the favorable outlook for
growth as seen by the industrialists. However, it alsc recognized from
trends in other countries which hawve started the use of synthetics
earlier than Colombia, that the growth rates of the indiwvidual products
are tending to level off after a number of years of rapid rise follow-
ing their initial introduction; also these demand projections were made
by companies that are involved in that industry to such an extent that
the projections might more reflect their hopes than the market's actual
potential, This is particularly true with polyester, where a high
growth rate from an already high base is predicted.

There might therefore be some advantage in an independent exa-
mination of the market prospects for these two fibers (nylon and poly-
ester) in order to help forestall any overambitious plans for expansion
of capacity. As Table S shows, the demand estimates reflect a wide
range of expectations. In the case of polyester staple, either 5,000
tons or 10,000 tons of new annual capacity appear necessary by 197L.
This i3 toc wide a range upon which to judge the economic merits of
investment decisions. The same is true - though to a lesser extent -
for nylon yarn and polyester filament,

According to the industry's fimrm expansicn plans, each of the
five producers will have the following estimated plant capacities at
the end of 1972, (See Table 6).

Table 6

Estimated Plant Capacities for
Nylon and Polyester at end of 1972
(mi1llion tons/year)

Nylon Polyester Total
Celanesex* - 2,810 2,810
Enka 5,300 3,400 £,700
Mylon de Colombia 2,100 - 2,400
Polimeros Colombianos - 3,170 3,170
Vanylon 3,200 - 3,200

10,900 9,380 20,280

#Celanese also has 106,700 mt/year of other fiber capacity - 5,380
at Cali and 11,200 at Barranquilla.

At present all the producers have wvery small capacitdes by
international standards and only Celanese and Enka are moving towards
a competitive size after completion of the current round of expansion,.
Although the actual nylon or polyester capacity of Celanese and [Enka
is not much more than that of the other three producers, Enka and
Celanese can enjoy economles of scale hecause each of their overall
plant capacities is sappreaching competitive international =zize.
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Another conclusion that can be drawn from Table 6 is that any
further expansion should be executed among the existing plants rather than
encourage still another uneconomically sized producer to enter the field.

2. Acetate and Viscose

No further expansion of capacity appears to be envisaged for
the time being, except for cellophane which is presently being increased
(by 2,212 tons/year) from about 3,553 tons/year to 5,765 tons. The
project is expected to be completed in 1970.

3. Acgzlics

To satisfy increasing demand which is now met by imports, the
establishment of a plant (possibly in Cali) to produce about L,000 tons
annually of acrylic fibers is being considered.

There have been reports that the Italian company, Societa
Italiana de Rsine (SIR) is investigating the possibility of building
this plant in collaboration with IFI in such a way that the majority of
the equity eventually would be Colombian. An agreement would alsc be
reached with another acrylics plant in Peru, whereby the Peruvian plant
would market in the southern part and the Colombian plant in the
northern part of the Andean common market. Nevertheless, it is doubt-
ful, whether, even with such sharing of markets outside of Colombia the
plant capacity initially envisaged would permit production at inter-
nationally competive prices.

RAW MATERIALS

At present all raw materials for the production in Colombia of
synthetic fibers are being imported. The Colombian fiber producers,
therefore, are essentially converting plants using the following bulk
materials: '

Fiber Bulk Imported Materials
Rayon Dissolving Pulp

Acetate Cellulose Acetate

Nylon Caprolactam

Polyester Polyester Chips (from DMT)

Because there is no local woed suitable for making rayon grade pulp, there are
no plans to produce this item in Colombia. However, there are plans to pro-
duce caprolactam and DMT.

A caprolactam plant of 16,500 tons per year capacity is under
construction, and IFI has prepared a feasibility report proposing the con-
struction of a DMT plant with a capacity of 24,000 tons per year. Both of
these plants would have more capacity than is required for Colombia and
initially some 40% of the caprolactam and 60% of the DMT' will have to be
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exported, mostly to the Andean Group countries under the Andean pact. The
feedstocks for the plants - cyclohexane for caprolactam and para-xylene for
DMT - will be derived from the Government's oil company, Ecopetrol.

The feasibility studies for the two projects indicated that prices
for domestically produced caprolactam and DMT would be no greater than those
presently paid for equivalent imported materials plus duty (L4OZ). It is
hoped that the projects could at least meet this goal although there is some
cause to suspect that they will not be able to do so.

As mentioned before, the fesdstocks are expected to be supplied
by Ecopetrol and at international prices. However, the small size of the
DMT and caprolactam plants (24,000 and 16,500 tons per year respectively)
will be their major handicap to low cost production.

In the case of caprolactam an alleviating factor is that fertilizer
is a co-product of its manufacture, and that it might be possible for the
fertilizer production to "subsidize" the caprolactam price. On the other
hand, it is also acknowledged that the caprolactam plant is undersized to
meet the needs of the Andean region. As a matter of fact plans are already
being made to increase the plant's capacity. As matters stand, however,
this can only be done by the addition of another small, uneconomic sized
unit; the plant will, therefore, contain two such units rather than a single
large-sized one which might have had economic proportions.

In the case of IMI', the problem of potentially high cost will be
aggravated if the DMT is converted to chips in separate plants by each of
the three polyester producers -- as is presently planned -- rather than by
the DMT plant in one combined operation. While this might be an unavoidable
situation since the polyester producers insist that they must have chips
formulated to meet their specific requirements of quality and acceptability
in their spinning machinery, it would appear nevertheless worthwile to
investigate the possibility of producing chips in a single plant, thereby
affecting some conomy of scale.

In addition, the export portion of the output will have to be
sold at international prices, i.e. below domestic prices and the domestic
price will have to support the export price. However, it is doubtful that
present import duties on DMI' will be adequate for this purposs.

In establishing the feasibility of the two plants insufficient
attention appears to have been given to producing at competitive prices,
instead current internal selling prices (including duty) seem to have "a
priori" been assumed as the starting base for economic evaluation. Al-
though it is too late to correct the situation with regard to caprolactam
a reassessment should still be possible for DMT. Any such reassessment
would have to focus on production cost, taking into account size of unit,
present and future expectation for feedstock price, as well as the effect
of exporting the major proportion of the product at international prices.
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COMPETITIVE POSITION VIS-A-VIS IMPORTS

As mentioned before, Colombian prices of nylon and polyester are
higher than - but those of cellulosics not much different from - inter-
naticnal prices. This is illustrated in Table 7.

Table 7

Comparison of Synthetic Fiber Prices
Colombia - International

Price in US ¢ Equivalent/Pound~
Price Basis for 2/

Quoted Price in Assessing Internatignul
Colombia Import [uties, Etc. Pricec
Cellulosics
Acetate Filament 80 - 96 77 - 105 74 (150 den)
200 den -~ 75 den
Viscose Filament 71 - 89 90 - 170 89 (150 den)
300 den - 100 den
Acetate Staple 59 Ll -
Viscose Staple 3k 30 28
Non-cellulosics
Polyester Filament 193 - 72
Semi matte 135/48
Plyester staple,l.5 den 108 66.5 61

Nylon yarn, 70 den 149 60

1/ Conversion factors: 18 Peso = §1, 1 Kg = 2.2 1b

2/ CIF price officially recognized in Colombia

z/ A synthesia from a number of sources of an'average international trading
price"

Nylon and Polyester

A closer examination of the competitive price situation of these
two fibers in contained in the following discussion. Annex 3(c) compares
prices of nylon and polyester fibers (as quoted by the Colombian producers
in early 1970), with prices in other countries using information from a
variety of sources. The comparison shows that there are considerble differ-
ences in the prices of synthetic fibers even of equal quality. For example,
the listed wholesale prices for fibers in the U.S.A., Europe and Japan tend
to be nearly twice as high as trading prices obtained in these countries.
This illustrates a common problem in trying to make price comparisons; list
prices bear little relationship to the actual prices at which procducts change
hands. This is particularly well demonstrated with regard to polyester fiber
in the U.S.A., where brand-name polyester stable such as Dacron and Kedel,
was quoted for sale at 61 ¢/1b at a time when the actual trading price was
L6 ¢/1b, and the export price as low as L1 to L2 ¢/1b.
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Although normally the export price (often one which is based on
marginal coeting) of an industrialized country is compared with the quoted
price in the developing country, it is also interesting to compare the
quoted prices in each place. Quoted prices in industrialized countries
represent the price for small trading lots which are probably of the same
size as the lots normally sold in the developing country. On the other
hand, the non-listed trading prices are for special deals involving large
quantities, long term contracts or special producer/consumer relationships.
The data in Annex 3(c) show that Colombian list prices compare well with,
and in some cases are lower than, list prices in the U.S.A. and Europe.

On the other hand, the developing countries can receive export
goods from the industrialized countries at prices considerably lower than
the quoted prices and - it can be argued - the c.i.f. price of these goods
is therefore the only relevant basis for comparison.

An attempt has therefore been made to compare the landed cost
in Medellin of four synthetic fibers with the domestic prices for 1969 and
those anticipated for 1975. This calculation is summarized in Amnex 3(d)
and is taken from the Appraisal Report for the second IFC investment in
Enka de Colombia (Investment 156-CO).

The weighted average of Enka sales prices is compared with that
for similar imports. The import duty of raw materials is deducted from
the Enka sales price and the import duty and interest on "prior deposit"
is deducted from the price of the imported goods. Comparing the adjusted
Enka price with the import price shows that at present Enka requires a
nominal protection of 33% (the current duty rate is 35%), but that by 1975
it should require only 3% nominal protection.

In arriving at the above prices for 1975 it was assumed that
international polyester filament and staple prices will decrease by 22% and
29% respectively below present levels and that nylon prices would remain
constant. All Enka prices for 1975 have been assumed to decrease by 23%
below present levels. These are reasonable predictions and show the extent
to which production costs can be expected to decrease as output increases.

SUMMARY AND CONCLUSION

The first synthetic fiber produced in Colombia was rayon, in 1939.
However, the modern petrochemical based fibers (nylon and polyester) were
introduced in 1960 and have tended to displace the cellulosics - rayon and
acetate - during a rapid rise in their production since the mid-60's. The
synthetic fiber producers are all privately owned with the major shareholdings
in foreign hands. The plants are mostly located in Medellin, the center of
the textile industry, although one is located in Barranquilla and another in
Cali. The production facilities are modern and well maintained and managed
by highly trained and competent personnel.

In 1969 the industry had total sales of nearly Col $800 million
and employed over 3,000 workers. It showed an average profit of 10% on sales
or 16% on invested capital, these levels of profitability comparing favourably
with other manufacturing industries.
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This sector is still experiencing rapid growth, particularly in
nylon and polyester. Based on information provided by the companies, the
production of the two fibers grew at 34% per year since 1965, a growth rate
which is expected to drop off to 22% per year through 1974. Although this
seems reasonable, some inconsistancies are apparent, for instance the pro-
duction forecasts for polyester stabple and filament show a need for con-
siderably more capacity than is presently being planned by the producers.

It would, therefore, appear prudent te have an independent check made of the
market potential for these fibers, to forestall either over or under capacity
arising in the future.

Another conclusion arising from the company's plans for expansion
is that only Celanese and Enka will have production capacities that would be
marginly comparable with large modern plants. It would, therefore, seem
imperative that all further expansion in this field should be executed among
the existing producers rather than encouraging still another producer to
enter that field. In this regard, preliminary investigations are being made
for the establishment for 4,000 tons of acrylic fiber capacity, thus it would
appear advantageous to associate the acrylic production with one of the
exdsting fiber producers. There are no plans to increase the acetate and
rayon capacity.

All raw materials for this sector are presently being imported,
but there are active plans to supply the petrochemical materials completely
from leocal resources. A caprolactam plant is under construction and a
pre-investment report has been prepared for a DMP plant. Both these plants
will export about one-half their production initially, but even so they will
be small compared with plants in industrial countries. The production costs,
therefore, are expected to be high and the domestic selling prices might be
higher than the present cost of imports including duty. It is too late to
correct the situation for the caprolactam plant but the IMT project should
be carefully examined on this peint.

Synthetic fiber prices in Colombia compare well with the listed
prices in industrial countries. However, they are about twice as high as
the current prices for imported non-celiulosic fibers. Imports are allowed
only under prior license and carry a 35% advalorem duty. The delivered cost
of an average mix of imported nylen and polyester fibers, inclt .ing the cosl
for transportation and other handling charges, would be 33% lower than the
current Colombian selling price for such a mix. By 1975 the intermational
prices for polyester are expected to decrease by about 25% but stay about the
same for nylon. If Colombia prices for both fibers could decrease by about
23% the Colombian price for the average mix of fibers would just about equal
the delivered cost of imports. Price reductions will probably only be
achieved through reducing production costs, as it seems unlikely that pro-
ducers could reduce their profits below the present levels.

RECOMMENDATIONS

The following is a summary of the recommendations mentioned above
and in the text:

a. An independent market survey of nylon and polyester fibers
should be made before any new expansion plans are committed for these fibers.
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b, Any further expansion in synthetic fibers should be confined
to the exdisting producers to develop production units of competitive size.

¢. Acrylic fiber production might therefore be associated with
one of the existing manufacturers.

d. The proposed DMT project should be examined carefully with
respect to production costs.
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PYRCENTAGE DISTRIBUTION OF THE CONSUMPTION OF
TEXTLLE FIBER IN COIOMBIA
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ANNEX 3 (b)

PERCENTAGE COMPCSITION OF WORLD-WIDE PRCDUCTION OF FIBERS
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COMPARISON OF NYLON AND POLYESTER PRICES

0 OLOMB
Nylon Textile Fiber
Denier Quality Price Basis Contry Sourcel/  Price $/1b
70 ? ex works Colombia Colnylon 1.23
70/24 ? ex works Colombia Enka 1.45
70 ? CIF Import port Iran IBRD 0.66
70 ? ? UsaA Tex. Col. 0.59
70 ? ? Germany Tex. Col. 0.59
70 ? ? Japan Tex. Col. 0.48
110 ? ex works Colombia Colnylon 1.3
Lo ? exsworks Switzerland SBW 1.98
1,0 ? CIF Import port Iran IBRD 0.81
100 ? ex works Colombia Colnylon 1.29
100/34  %-1 turn per FOB shipping UsA SBW 1.70
inch bright point |
20 ? ex works Colombia Colnylon 2.24
20 ? CIF Import port Iran IERD 1.720
20 ? ? UsA Tex.Col. 1.23
20 ? ? Japan Tex.Col. 0.97
30/10 % turn, semimatte on spools UK SBW 1.16
30/10 %-1 turn/inch, FOB shipping USA SEW 2.36
seni-matte point
Ave,
denier ? ex works Colombia Vanylon 1.45 -
PolYester Fiber
Staple ? ex works Colombia Polimeros 1.05
Staple ? ex works Colombia Enka 1.05
Staple Dacron, bright FOB shipping TSA SEW 0.61
2025"6 den’ 1025 pomt
-4 inch
Staple Kodel, 3-4.5 den n USA SBW 0.68
Staple Terelyene, Viscose
type 3 den ? UK SBW 0.67
Filament Untwisted ex works Colombia Polimeros 1.88-1.
Filament 135/3L, L5 den ex works Colombia Enka 1.92
Filament Dacron yarn, FOB shipping UsA SBW 1.67
semi-matte point
70/3L den
Filament 135 den ? UsaA Tex. Col 0.77
Filament 135 den ? Germany Tex. Col. 0.77
Filament 135 den ? Japan Tex. Col. 0.67
Filament 20 den ? Germany Tex. Col. 1.18
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1/ Source = source of information
~ In Colombia, name indicates name of company which disclosed prices during
interviews.
IERD - Beport No. SA-lh, May 11, 1970 "Industrialization of Iran, the Record,
The Problems and the Prospects" - Ammex IT
SBW - Statistisches Bandesamt Wiesbaden, an official German publication .
whkich gathers up-to-date wholesale prices mostly from other official
publications and trade journals.
Tex Col - Appraisal Report by Financeira de Caldas in support of a
subproject loan application by Texturisadora Colombiana S.A.



ENKA DE COLOMBIA
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ENKA PRICES AND INTERNATIONAL MARKET PRICES IN 1969 AND 1975

ANNEX 3(d)

(in US$/metric ton)

------------- B e £ L
NYLON POLYESTER NYLON POLYESTER
Textile Tire Textile Tire
Yarn Canvas Filament Staple Yarn Canvas Filament Staple
Price; f.o.b. Europe ($/1b) 0.77 0.82 1.4} 0.33  0.77 0.81 1.13 0.38
Price, f.0.b. Burope 1,700 1,806 3,170 1,170 1,700 1,790 2,460 830
Ocean Freigh & Insurance 127 127 120 120 127 127 120 120
C.I.F. Barranquilla 1,827 1,933 3,290 1,290 I,827 1,917 2,580 950
Import Duty 639 387 1,152 452 639 383 903 333
Port & related Expenses 23 23 23 23 23 23 23 23
Consular Fees 18 19 33 13 18 19 26 10
Cost in Barranquilla 2,507 7,367 L8 L7 Z50T 2,32 3,532 1,316
Freigh & Insurance to Medellin 100 11 100 17 100 77 100 77
Interest Cost on "Prior Deposit™ 166 - 300 17 166 - 235 87
Cost of Imported Products in
Medellin Warehouse 2g773 2!)439 hg898 1‘972 2!773 2‘1&19 3!867 1‘1180
Weighted average cost/ton of imported products
based on Enka's 1969 sales:
(a) With import duties and with interest on 1/
"Prior Deposit™ 2,499~ 2,h99Y
(b) Without import duties and without interest
on '"Prior Deposit" 1,869 1,920
Enka's weighted average sales price, ex-plant 2,700 2,070
Import Duty on imported Raw Materials (_207) % 96)
Adjusted Enka Sales Price 21493 »97
Protection (2,493/1,869) 33.3% (1,974/1,920) 2.8%

Note: 1/ Figures are only accidentally identical.
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ANNEX 4

THE CHEMICAL INDUSTRY

INTRODUCTION

This chapter is based on visits to most of the important
chemical plants, and on interviews with the major producers of
chemicals in Colombia including:

Planta Colombiana de Soda

Empresa Colombiana de Petroleos

Concesion de Salinas

Caja de Credito Agrario, Industrial y Minero

(the first three above are government-owned companies
in basic chemicals, petroleum, and petrochemicals; the
Caja, a govermment agricultural bank, is engaged in some
fertilizer processing)

Moncmeros Colombo-Venezolanos

Esso Colombiana

Petroquimica Colombiana

Dow Colombiana

Phillips Petroquimica

Abonos Colombianos

Fertilizantes Colombianos.

In addition, the following recent reports published in
Colombia were consulted:

1. "Informe sobre Estudio de la Planta de Fertilizantes
Colombianos, S.A.", by Oliverio Phillips Michelsen,
Instituto de Fomento Industrial, December 1969.

2. "A Study of the Colombian Fertilizer Industry", by USAID
Resident Mission, Colombia.

3. "Actualidad y Perspactivas de la Industria Petroquimica
en Colombia y en el Grupo Andino", by Gilberto
Salcedo E., Empresa Colombiana de Petroleos,
November 1969.

L. "Antecedentes y Perspectivas de la Industria Quimica en
Colombia", Asociacion Nacional de Industriales,
December 1968.

HISTORY AND DEVELOPMENT

Although there has been some chemical production in Colombia
since the middle of the 19th century, it was not until the Second World
War that a modern chemical industry was established. Early during the War
rayon production started, followed in 1941 by the manufacture of sulfuric
acid, in 1943 by hydrochloric acid, and in 1945 two plants were established
to produce industrial gases such as oxygen, and acetylene. In the mid 50's
an additional boost was given to the industry when the salt deposits at
Zipaquira (famous for its salt cathedral) were exploited for their chemical
value.
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A fertilizer industry started in 1955 consisting of a
small ammonia plant using natursl gas and a government distribution
network based on imported materiml. Also in the mid 50's,
petrochemicals started in a small way with the importation of
intermediate products that required one or two more processing steps
to make them available for producing consumer goods. These converting
plants were of a small size but laid the basis for backward integration
in which the production of intermediates could be contemplated in
Colombia.

The present structure of the industry consists mainly of 3
basic subsectors, viz;

1. A basic chemicals industry, producing mostly the
inorganic materials such as soda ash, caustic soda,
acids.

2. A fertilizer industry based primarily on conversion
of petroleum derivatives but also incorporating con-
version of imported phosphate rock and potash.

3. A petrochemical industry involving the conversion of
petroleum to intermediate and finished products which
are then converted to consumer goods.

This chapter deals with all of these subsectors, except
for a portion of petrochemicals, viz. synthetic fibers, which are
dealt with separately.

PRESENT STRUCTURE OF INDUSTRY

The plants producing chemical products are shown in detail
in Amnexl{@}where they are listed by company, product, ammual capacity,
location, initial year of production, number of employees, value of
production, and local and imported raw materisls. The teble has been
divided te indicate the plants which are producing predominantly basic
chemicals, those producing fertilizers and those in the petrochemical
sector. Annex Lfp)shows the expansion projects which are firmly committed.
As is common in most countries, the chemical producers are very inter-
dependent; their interrelations are shown in the "flow diagram," in
Arnex 4(e).

There is a heavy predominance of foreign and government
ownership in the chemical industry in Colombia. The foreign companies
are involved mostly through their earlier positions in the petroleum
business and through subsequent backward integration steps, but also
because this industry is heavily dependent on foreign know-how. In
many cases the foreign companies have a minor shareholding in exchange
for their know-how and management contribution.
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The Goverrment has become involved in the petrochemical
industry as an outgrowth of its takeover of the oil companies
operations after the lapse of concessions. Also, it initiated the
basic inorganic chemical industry when it decided to exploit its
salt deposits for chemical use. No doubt it was motivated in doing
this not only to keep this industry under its control, but also because
the low profitability and heavy investment required discouraged private
investment.

There is private Colombian ownership in small companies,
none of which has shown a tendency to become a major factor in this
industry.

Basic Chemicals

This sector is dominated by the two large government-owned
enterprises, Planta de Soda and Concesion de Salinas, which are
interdependent in that the Concesion de Salinas supplies the salt and
raw material to the Planta de Soda for production of the basic soda
alkali chemicals.

Concesion de Salinas has production facilities at Zipaquira,
about 35 miles north of Bogota where it extracts salt by underground
mining. The salt is dissolved at the pit head and transported as a
brine to the Planta de Soda facilities 5 km. away. This salt mine has
a production capacity of 250,000 tons per year. It reached this capacity
within the last five years and has been 'in operation since colonial times.
Because of the high cost of extracting salt by mining methods and the
relatively large amount of impurities, it is unlikely that this facility
will be expanded in the future.

Concesion de Salinas also produces salt by solar evaporation
on the dry north coast of Colombia at Manaure, some 300 Km northeast of
Cartagena. Its present production is 350,000 tons per year but it is
just completing an expansion program which will raise the production to
705,000 tons per year. This area of Colombia is remarkable for the hot
dry winds and long hours of sunshine that prevail most of the year. It
is a semi-desert area and because of its low lying coast line, ideally
suited to the production of salt by solar evaporation.

The salt is presently harvested half by mechanical means and
half by some 2,000-3,000 Indian workers. The expanded capacity will be
worked entirely by mechanical harvesting. A 70C meter wharf has been
built at Manaure to load the three 1,600 ton ships owned by Planta de
Soda which carry salt down to the latter's Cartagena plant. The ships
return under ballast and make the round trip in about 10 days. Flanta
de Soda has ordered another three 2,000 ton vessels to handle the expanded
salt supply.

Planta de Soda built its first plant at Betania, about 30 km
north of Bogota, to use the salt from the Zipaquirs “deposit. The plant
has been steadily expanded as ths demands of the country increased.
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In 1964 a new plant was built in Cartagena as it was realized that the
cost of the solar salt would be much lower than that of the mined salt.
The Cartagena plant has also been expanded as demand has increased and
is currently underzoing a major construction program which will be
completed in 1971. '

Both chemical production facilities are charactsrized by a
large number of small capacity production units. This defeats any
possibility of their achieving economies of scale, in spite of the fact
that their total capacity is well in line with the capacities of
plants in industrial countries. It would have been preferavle for the
expansion steps to have been made in bigger, less frequent steps. To
some extent, this policy was deliberately avoided in order to maximize
the number of jobs that could be provided.

The production configuration of the two plants at present
and as the Cartagena plant will be in 1971 is shown in the following
table. _

PRODUCT Daily Production (Metric Tons)
Batania Cartagena

1969 1969 1971
Soda Ash 100 250 750
Caustic Soda 32 70 140
Caustic Soda (Rayon grade) 38 - 120
Chlorine 35 - 108
Sodium Bicarbonate 10 - 80
Hydrochloric Acid 11 - 20
Iodized Salt 500 - 250
Sodium Sulfate 1 - -

The plants provide their own power and water requirements. The
following table indicates the large installed capacity of electric power as
well as the raw material requirements.

Raw Materials and Services Daily requirements (Metric tons)
Betania -Cartagena

1969 1969 1971

Salt 730 500 1,500

Limestone 250 600 1,300

Fresh Water 4,800 10,000 19,000

Steam (installed capacity) 3,000 2,880 5,520
Electric Power (KW of installed

capacity) 10,000 7,000 37,000

Water supply for the Cartagens plant will require a new
facility, which will form the basis for expanding the water supplies
for the Cartagena region in general,
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The management of both of these govermment companies has
been concerned for many years with maximizing employment and not
necessarily profits. Both companies were nominally under the
direction of the Banco de la Republica until recently. They have
now been transferred to IFI, which will be responsible for their
management and operation in the future. IFI will become the major
shareholder in Planta de Soda when it is transformed into a stock
company. It is not certain what corporate form Concesion de Salinas
will assume, as its legal rights and charter date back to colonial
times and are deeply entrenched in the national statutes. It would
probably reguire an act of Govermment to change the company form to a
more modern basis. There are indications that IFI will try to run the
two enterprises on modern business lines and already a modern financial
management system has been introduced in Planta de Soda. It is to be
hoped that the operation of these two companies can be modernized and
streamlined as they both are important factors in the chemical industry
of Colombia.

Fertilizes
Of the three basic materials produced by the fertilizer
industry: nitrogen (N), phosphate (P205 , and Potash (K,0)3 Colembia
has no resources of potash. A phosphate deposit is being investigated
with a view to its economic exploitation. There is a modern ammonia/
urea complex (the Amocar/Abocol facility) supplying a good portion of
the nitrogen requirements and with the completion of the Monomeros plant,
Colombia should be self-sufficient for its nitrogen requirements.

For the immediate future then, phosphates and potash will con-
tinue to be imported. These are presently imported either as raw
materials, such as phosphate rock and straight potash, or as constituents
of ready-mixed - either chemically or physically - fertilizers such as
triple super-phosphate, diammonium phosphate, or even combined NPK
fertilizers.

The raw materials are imported by Abocol at present and will
be imported by Monomeros in the future. The already-mixed materials are
imported by Caja Agraria and other small mixing and distributing companies.
A comparison has been made of the demand for fertilizer in Colombia
with the capacity for production in 1971 when the Monomeros plant will
be complete. Unfortunately, this has been made on the basis of the
number of gross tons of mixed fertilizer rather than the number of
tons of nutrient (it is obvious that if the percentage of nutrient in
a mixed fertilizer is increased, less gross tons are required to supply
the same amount of nutrient). In spite of this shortceming, the
comperison does show the potential for over-capacity in the industry.

On the basis of the 8% growth rate that has prevailed from
1253 to 1968 for mixed fertilizer, it can be predicted that L50,0C0
tons would be demanded in 1971. In thst year the total installed
capacity for producine mixad fertilicer eoither rom (imported phosphate
rock and potash ar” local nitrogen or from finiched imported fertilizers
(zg. DAP, TSP etc.,; will be 950,0CC tons.
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The capacity for producing mixed fertilizer only from local or
imported raw materials would be about 500,000 tons. The over-capacity
of 450,000 tons arises because the Caja Agraris and the other mixing
companies have mixing, bagging and distribution equipment with which
they presently process imported finished fertilizers.

These companies are already showing a tendency to use
locally produced fertilizer for further mixing, bagging, and
distribution, but it is by no means clear whether an extension of
this step or a continuance of importing mixed fertilizer is the most
economic way of metting Colombia's future requirements. This 1s one
of the reasons why 2 preinvestment study has been recommendad for
Colombia's fertilizer industry. More details are given about below.

The Amocar/Abocol facilities located at Cartagena are
an operation of the otandard 0il Company (Esso). The ammonia plant
is located on the site of the Esso refinery and it pipes the ammonia
to the Abocol facilities about 2 lm away. The Abocol plant consists
of a urea, nitric acid, and a mixed fertilizer plant. The phosphate
and potash raw materials are imported. The facilities were built in
1963 and are as modern as were obtainable at that time. They have
been well maintained and modernized where possible and the management
appears extremely efficient and capable.

In addition to its well run production facilities, Abocol also
is developing a modern marketing department. It has relied on the
distribution facilities of the Caja Agraria and the other mixers, but
because of their lack of aggressive marketing, it has decided to develop
its own marketing department. It has therefore hired 18 agronomists to
provide extension services and recommended fertilizer use to the
farmers.

The Monomeros facility is primarily a producer of caprolactam-
a nylon intermediate. Its fertilizer production 18 a result of having
to dispose of the ammonium sulfate by-product from the caprolactam
process. Using the Dutch State Mines process, this can be accomplished
with the production of high analysis complex fertilizers. Imports of
phosphate rock and potash will be necessary for this process.

The Monomeros plant is expected to be in preduction in mi!
1972. The company has all the elements to be a successful and
competitive producer of fartilizer with itls young modern management
staff, its modern production facilities, and technical back-up from
Dutch State Mines which has a 1C% equity in the company.

The Caja Agraria is not a producer of nutrients, but merely
mixes, blends, and distributes imported and domestically produced
fertilizer materials. It has three mixing plants, the largest of which
is near Begota. It distributes the fertilizer through 12 regional
warehouses and approximately LCO retail stores. These stores also
supply other farm inputs such as seed, tools, fuel, clothing, etc, and
are ideally suited to become centers for extension services. The Caja
has not made use of this opportunity and the mission was not glven any
indication that it intends to moderrnize its facilities along these lines.
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Ferticol is the only other producer of any importance in
Colombia. Its situation has been very confused in recent years. Its
production facilities were built in 1954 with an extremely low capacity,
60 tons per day ammonia, and apparently with no regard to the unit
capital investment or production cost. It has therefore been in
financial difficulty virtually since the start and has operated only
sporadically. Ecopetrol and Caja Agraria have recently taken over
the majority of the ownership of the company and the plant was recently
rehabilitated and is now in good operating condition. It is claimed
that it can break even on its production costs, but there is no clarity
as to its financial situation. A study has been done about its future
including the suggestion that its considerable infrastructure be used
as the basis for building a new 600 tons per day ammonis unit. While
this may be a long-term possibility, it would not seem to be presently
appropriate in view of the over-capacity already existing in the Colombia
fertilizer market.

As can be seen from the foregoing discussion of the fertilizer
producers, most of the fertilizer is produced on the north coast. In
fact, about LO% of all mixed fertilizers consumed in Colombia is produced
in this region. From there it i1s shipped to the interior by barge, train,
and truck. Before 1969 rail service was poor due to limited quantities
of rolling stock and several months had to be allowed for delivery. The
situation has improved and delivery is now possible within 3-7 weeks.
Apparently, the transportation costs for fertilizer per ton-kilometer
are much the same as those in the United States.

Petrochemicals

There are two centers of petrochemical production in Colombia
which have developed naturally around the two 0il refineries in Cartagena
and Barranca Bermeja.

Cartagena area, known as Mamonal, is located about 10 km
south of the city along the shore of the Cartagena bay. This is pro-
tected water and relatively deep so that Mamonal is ideally suited to
export-oriented industries.- At present there are 3 petrochemical
plants in this area receiving feed stocks from the Intercol refinery.
There are alsoc 3 plants which at present depend on imported raw
materials and which are really conversion plants, most of them producing
polymers from imported monomer. A list of the plants with the invested
capital and people employed is given below.

MAMONAL AREA
Company Product Tnvestment People
$ million Employed
Planta de Soda Soda Alkali 100 1,450
Intercol Refinery 78 660
Abocol Fertilizer 12.5 350

Petroquimica PVC 8 100
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Company Product Investment People
> million Zmployed
Cabot’ Carbon Black 3 77
Dow- Polystrene 2 40
Cyanamid Formaldehyde Resins 3

207 %,O??'

The Intercol refinery, built in 1958 when Esso had to
give up its Barranca refinery, has a capacity for l8,00C barrels per
day (B/d) crude oil with a catalytic cracking unit of 25,000 barrels
per day. It is currently producing the following products.

LPG” 350 B/d

Jet fuel. 1,00C B/d
Kerosene 1,500 B/d

Diesel oil. ‘ 7,000 B/d
Regular gasoline 12,000 B/d
Premium gasoline 3,000 B/4d

Fuel o0il 13,000-18,000 B/d
Sulfur .S tons per day

In addition to its refining activities, it is also a temminal for crude
0il lines from the oil fields and has extensive bunkering and loading
facilities. (Ecopetrol also has a terminal in this area.)

The facilities of Petroquimica Colombiana were originally
established to receive imported vinyl chloride monomer from which
polyvinyl chloride (PVC) was produced. In a typical backward
integration step this plant will now take naphtha from the Intercol
refinery and chlorine from the Planta de Soda to produce moncmer
from these local materials.. Although its capacity is small - at
present 17 million- pounds per-year PVC - the company will use a new
process which is reputed to-be.adaptable to these small: capacities.
This so-called "Dianor! process- produces small: amounts of: ethlyene
by cracking naphtha and immediately converting it: to ethylene dichloride (DC),
without the need for purifying the ethylene which is normally done in large
capacity processes.. The EDC is then converted to monomer and then.to PVC.

Petroquimica expects to be able- to expand’ to- 35 million pounds
per year PVC and has also been able to conclude a 5-year export contract:
with Japan for 50 million pounds of EDC. This is a remarkable export
breakthrough and speaks well for the entrepreneurship of the principals
of this company. However, in exporting EDC the company will procduce
hydrochloric acid as a by-product. Only beceuse Planta de Coda is able
to accept the hydrochloric: acid has the deal been possible. Petroquimica
is also helping to develop export sales for-both vinyl chloride and polymer.

The Dow plant produces: polystyrene from imported styrene-
monomer.. It has a capacity of 3,700 tons per year and is presently being
expanded to 6,000 tons per year. The imported raw material is from a Dow
plant on the U.S. Culf Coast. Although the original plant took five
years to reach its capacity, Dow has now developed export sales and feels:
justified in making its expansion. However, the future of styrene
production is somewhat uncertain as styrene
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has been allocated to peru under the Andean Pact. This does not seem
realistic as Peru has neither the facilities to produce styrene nor
those to use it. Further discussion of styrene production is given
in the Annex on petrochemicals in the Andean Group. ‘

, The Cabot carbon black plant receives its aromatic tar
feed stock from the refinery and until recently was the only pro-
ducer of carbon black in Colombia. A new plant has been built in
Cali by Phillips and additional details on this industry are covered
below in a discussion of that plant.

The other resin producer in Mamonal - Cyanamid - was not
visited, but from the table in Annexljf)it can be seen that this is
a small plant relying on imported raw materials. It is also apparent
from this table that the three small formaldehyde plants do not have
a combined capacity which is anywhere close to the size of modern
formaldehyde plants which are typically in the 30,000-100,000 tons per
year class.

Barrancabermeja

Although the Mamonal area is now the most developed center
for petrochemicals, it will soon be overtaken by the construction of
plants around the Ecopetrol refinery in Barrancabermeja. These
facilities are all being developed by Ecopetrol either alone or in
association with other companies and are forward integration steps rather
than backward integration. In other words, the plant which has been
predominantly a fuel supplier will be expanded to convert the fuels to
petrochemical intermediates (and in some cases finished products) which
will be shipped to other parts of the country for further processing.

The refinery has a capacity of 85,000 barrels per day of crude
but a current expansion will increase this to 100,000 B/D. It started
operations in 1930 as a plant of Intercol. In 1951 the operating concession
expired, and Intercol continued running the refinery under a management
contract until 1961. At that time Ecopetrol took over the complete
operation. The plant consists of a2 number of production units which
have resulted from the continual expansion of the facilities. The main
units in the plant are crude distillstion, catalytic cracking plants,
an alkylation unit, an aviation gasoline plant. When the current round
of expansion is completed, there will also be a lube oil plant, an
aromatics unit, a paraffin wax plant, and a polyethlyene plent.

Focusing on the petrochemical development, the most significant
items are mentioned below.

The aromatics plant which is currently being completed will
produce the following products.

tons per annum

Benzene 21,000
Cyclohexane 21,C00
Orthoxylene 6,000
Ethlyuenzene 9,500

Meta and paraxylene 29,000
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These products are all destined for conversion in Colombia to
caprolactam, dodecylbenzene (for detergent), phthallic anhyride,
styrene, and DMT. Benzene will also be exported and will find minor
cther applications. The investment cost for tke plant is 315 million.

The polyethylene plant is being built in collaboration with
Dow Chemical and will hsve a capacity of 15,000 tons per yesr of low
density polyethylene. It will be based on ethylene produced from
cracked gas streams in the refinery. This is an extremely small capacity
(modern plants produce as much as 60,000 tons polyethylene and up to
5C0,000 tons ethylene). However, it will convert into a mov- us=iul
product a gas stream which would otherwise be used as a fuel.

The paraffin wax plant is designed to produce 122 million
pounds per year of di.ferent melting point waxes. Of the production,
LS% will be for 125 - 129° Fahrenheit wax and 35% will be 133-135°
Fahrenheit wax., It will also produce lube oil base materials which
will enable Colombia to produce high grade lubricating oils. The
plant cost will be about 315 million and is expected to save 36.8 million
of present imports and generate 3510 million per year of exports. About
65% of paraffin and 50% of the lube basis will be exported.

The caprolactam and DMT projects are described in detail in
the chapter on the synthetic fiber industry.

Other Petrochemical Plants

The other petrochemical plants shown in Annex 4(a) were not
visited with the exception of the Phillips carbon black plant in Cali.
As can be seen from their size, except for the Phillips plant they
are not major factors in the petrochemical industry.

The Phillips plant is owned 10C#% by Phillips Petroleum
Corporation of the U.S. and was completed in 1967. The plant has
built up its production slowly as it has had to have its product
accepted by the tire producers. As is normally the case, tire
producers take about two years to thoroughly test and prove a new
source of supply before they will accept it. The Phillip- plant is
therefore only now beginning to operate at its capacity. It has alsc
started export sales and it expects in 1770 to export as much as 5C%
of its production. This will be mostly fto Peru and Chile, which are
both currently using about 8 million pounds per year. Ecuador, Bolivia,
and Costa Rica together consume 4 million pounds per year and competition
for the market there is between Colombia and Venezuela.

One of the biggest problems of the Phillips plant is the
transportation of its raw material from the Ecopetrol refinery some
4C0 miles to the north. At present the aromatic tar is barged to
Cartagena, then shipped by tanker via the Panama Canal to Buenaventura,
and then delivered by rail tank car to Cali. This results in an
increase in the price of 38.50 pesos per barrel at the refinery to
78.50 pesos per barrel by the time it is delivered. Phillips hopes
that when the new west coast refinery is complsted they will be supplied
from it, thus coing away with transportation problems.




Miscellaneous

The Sucroquimica facilities near Cali were also visited. This
is a plant based on fermentation of sugar with capacity to produce 1,500
tons per year of acetic acid, LOO tons/year of ethyl acetate, and 1,000
tons/year of citric acid. The acetic acid and ethyl acetate production
has proceeded extremely well, but the citric acid plant has never really
been able to operate. It is about to be scrapped and replaced with a
plant based on another technology following the takeover of Sucroquimica
by Miles Laboratories of the U.S. The Miles process has proved itself in
Mexico, Israel, and the U.5, With citric acid prices of 20,000 pesos per
ton at present in Colombia and some 1,500 tons being consumed in the
Andean Group, it would appear possible that this plant can be rehabilitated
and made viable.

COMPARISON OF COLOMBIAN AND INTERNATIONAL CHEMICAL PRICES

A comparison of prices in the chemical industry is quite
difficult. This industry throughout the world has many levels of
prices for the identical product, probably because there has been
less elaboration of the middleman institutions than in other industry
sectors. In chemicals, the production chain from primary raw materials
to consumer goods started with integrated companies which control their
own internal transfer prices to suit their own business. Participation
of other companies at various points in the production chain is a
relatively recent - of the last 10-15 years - phenomenon in this industry
which itself is very new. The merchant prices for intermediate goods
usually result from special deals. Only recently has the point been
reached in a few items where sellers and buyers are numerous . enough to
make competition a major price determining factor.

This pricing problem which is already complicated within any
one country becomes even more complicated when exports are considered.
Traditionally, exports of intermediate chemicals have been unplanned
surplus production which could not be disposed of in the domestic market
and which was sold on a basis of marginal profits. This has resulted in
international trading prices which are virtually dumping prices, so that
exports are at a much lower price level than prevails within the exporting
countries themselves.

These factors should be borne in mind in evaluating the specific
prices below which were obtained during the course of the mission. The
data give a rough indication of price levels in Colombia compared with
other parts of the world, and therefore some idea of the efficiency of
this sector of Colombian industry. (Colombian prices in pesos are
converted to dollars at a rate of 18 to 1. All tons are metric tons).

Qther Basic Chemicals

The following price comparison is based on the Planta de Soda
price list and listed prices taken from chemical trade journals (U.S. cents
per pound).
Colombia Colombia
Product Domestic txport USA Germany UK France

Caustic soda (L5%) 2.4 - - - - -
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Colombia Colombia

Product Domestic Zxport USA Germany UK France
Caustic soda (50%) 2.7 - 3.3 - - -
Caustic soda (73%) L.3 - 3.4 - - -
Caustic soda (98%) 5.7 - - h.6  L.3 3.1
Caustic soda - flakes 9.8 - 5.8 - - -
Soda ash, dense, bulk 2.9 . 1.8 1.7 2.5 1.5 1.7
Soda ash, dense, in bags 3.0 2.2 2.2 - - -
Soda ash, light 3.0 2.6 2.2 - - -
Sodium bicarbonate 3.2 3.1 3.4-4.0 - - -
Chlorine water treatment 2.1 - - - - -
Chlorine, liquid 2.9 - 3.8-7.6 3.5 3.5 3.4
Hydrochloric acid, carboys 2.0 - - - - -
Hydrochloric acid, tanks 1.8 - 1.0-1.8 1.6 1.5 1.
Sodium sulfide (62%) 12.9 7.5 7.0 - - 7.9

Polyethylens

The current selling price for imported polyethylene in Colombia
is 10 pesos/kg, and the polyethylene project of Ecopetrol and Dow will
sell its product at this price. This is equal to 25 US ¢ per 1lb, and
compares with average selling prices in the US and Zurope of 12 to 17¢
per 1lb. depending on the grade. The film grades are the cheaper quality,
and price for any cne grade would vary between 1 and 1s¢ per 1b. between
different manufacturers. Adding 25% to this price for freight and handling
(a figure suggested by Colombians for this type of product) and at LO%
duty one arrives at an average landed price for imports in Colombia of 20
to 28¢ per 1b., on a cif price without duty of 15 to 21¢ per 1lb.

The feed stock of the ethylene plant is essentially fuel gas
from the refinery which Ecopetrol values at 3 pesos per million BTU. This
is equivalent to 16.5 US ¢ per million BTU which is considerably lower
than the price paid by US Gulf Coast ethylene producers for their natural
gas feed stocks of 20-40¢ per million BTUs. It is indicative of the un-
economic size of the polyethylene plant that despite low cost inputs (5C%
of total cost), it has to sell its product at about LOZ over the landed
cost of product from plants which pay probably twice as much for their feed
stock. Ecopetrol stated quite clearly that the biggest factor in the
procduction cost of ethylene is the amortization of the capital cost of the
plant.
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Naphtha

The Ecopetrol sromatics plant has not yet stesrted up and a
price policy for the products has not yet been announced. They expect
to sell at about the cif price of imported equivalents, and as the plent
is of a reasonable size, this should be possible. In addition the feed
stock - virgin naphtha - has a transfer price of I, - ,.5¢ per U.S. gallon.
This would average 315.6 per metric ton which is low in comparison with
the average price of 319-2)) per metric ton paid in the industrialized
countries for naphtha used for petrochemical feed stock.

4l

The selling price for PVC in Colombia is claimed to be the
lowest in Latin America at 20¢ per pound, compared with prices in
Argentina, Peru and Mexico of 40¢ per 1b. The U.S. selling price is
between 13 and 15¢ per 1b. Adding 25% to the U.S. price for freight
and handling would give a cif value without duty of 17.5¢/1b; i.e., the
Colombian selling price is 14% greater than this.

Carbon Black

The following prices for carbon black were given by Phillips
Fetroquimica, in US ¢ per pound on a cif basis.

Colombian customer 14.5
Chile, Peru 10-1L
Ecuador 9-13

Freight costs in US cents for pound were given as:

Cali - Peru 1.25
Cali - Chile 1.75
Cali - Costa Rica , 2.5
Cali - Buenaventura 0.3
Cali - Bogota 1.0

On the basis of the above information, and taking into account trade
discounts, it can be calculated that the average price FOB the Phillips
plant is about 10.2¢ per 1b.
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Carbon black prices in the United Steates are quoted over a
range from 5.75 to 10.75¢ per 1b. depending on grade and whether the
delivery is in bulk or in bags. These prices are on an FOB plant
basis in car lot quantities. (Adding 25% for freight and handling
would make the equivalant c¢cif value of US carbon black in Colombia
7.2 to 13.h¢/1b., compared to the Colombian price of 10.2¢ per pound) .

Caprolactam

Although the plant is not yet in operation the company projects
that the selling price in the domestic market will be 10,2CC pescs per
metric ton, i.e. 25.6 US ¢ per 1b. The price in the axport market would
be 7,200 pesos per metric ton or 18.2¢ per lb, i.e. 0% lower. Prices
quoted in the US are currently 27¢ per lb in flakes or 2L.5¢ per 1lb. for
molten product for car lot loads ex works on a freight equalized basis.
Thus caprolactam will be sold in Colombia at the level quoted for that
product in the USA. It might also be noted that the difference between
the proposed domestic and export selling prices for the Colombian product
is L0%, which is the same as the import duty on the present imported supplies.

Fertilizer

Abocol claimed that they are selling fertilizer at domestic
prices which are equivalent to prices in the USA when using an exchenge
rate of 18 pesos to the 31. On the basis of their annual sales and annual
production in 1968 their average selling price was 1,460 pesos per metric
ton of product. This would be equal to US 381 per ton. Abocol produces high analysis
complex fertilizer grades.

Monomeros are planning to sell their complex fertilizer at
1,150 pesos per ton in the domestic market and 1,0CC pesos per ton in
the export market (initially they expect to export half of their
production). These prices would be equivalent to US 361 and US 555 per
ton respectively. Their grades will vary from 20:20:0 to 1lh:1h:1hL, i.e.
high analysis fertilizers. 1/ (next page)

The Caja Agraria claims that it sells fertilizrr at the import
cost plus duty, transportation and blending costs with a _urcharge of 10%
for administration and overhead costs. According to the AID study of the
fertilizer industry, the principal grade nroduced by the Caja is 5:20:12
which was selling in Bogota in 1969 for 1,48C pesos per ton. This is a
high price for a relatively low grade fertilizer and as it is the price
setter in the Colombian fertilizer industry, it has distorted the selling
prices of the other grades. A U.S. price for this grade of fertilizer
varied from 1,330 in 1958 to 1,280 in 1967 and 1,000 in 1969.

. In terms of current pesos, fertilizer prices have increased
almost 50% since 19éL, the year domestic production of fertilizer first
became important. Using the wholesale price index as a deflator, the
1569 prices would be at about the same level as the 196L prices. The
deflated prices reached a peak in 1965 and have cdecreased since then,
probably as a result of the increasing efficiency of the major Colombinn
producers, and the decrease in price of imports.
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FUTURE PROSPEZCTSE

The chemical industry appears to have run out of obvious
opportunities for import substitution in Colombia. Furthermore, the
growth of the internal market will probably not be sufficient to justify
additional investment in economically-sized plants in the near future.

The one exception to this overall expectation is the fertilizer industry,
where there seems to be a potential for plants to process these raw
materials which are now imported. Future imports of phosphates will
depend on whether phosphate deposits at Sardinata in Northern Colombia can
be exploited economically.

The best economic expectations, therefore, appear to be in
export-oriented industries and indeed the more concrete proposals for
future expansions are in this direction.

Basic Chemicals

When the current construction program of Planta de Soda is
completed, Colombia will be well supplied with basic inorganic chemicsls
and will need to export considerable tonnages of soda ash (25,000 tons),
chlorine (l,OOO tons), sodium bicarbonate %ZS,OOO tons), and sodium
sulfate (800 tons). These exports would be made in the face of stiff
international competition and would probably be profitable only on a
marginal basis.

A most important future development is the large solar salt
project being developed by Concesion de Salinas, for export. This would
be located at Bahia Honda, which is practically the most northern point
of Colombia. It would initially produce 1.l - 1.8 million tons per year
of salt. It could be expanded later to somewhere between 2-l million tons
per year. In the first stage the production cost is expected to be 32.20 -
$2.50 per ton f.o0.b. and after the expansion this could fall to something
below 32.00 per ton.

1/ The Abocol and Monomeros prices compare well with the manufacturing cost
for equivalents based on international prices for N, P and K. Thus urea
is selling FOB Europe and USA for $50 per ton (range 345-360). A 20:20:0
blend would cost 558 per ton to produce and a 1h:1l:1L blend BL6 per ton.
Freight costs to Colombia for these products would be $10-2C per ton. These
prices may be summarized as follows:

Landed Price Colombian
Imports Prices
(5 ton)
Urea 55-80 Abocol Average 81
20:20:C £8-78 Monomeros Average 51 Domestiic

AIERRIED I 56-66 S5 EZxport
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The construction cost for the first stage is expected to
be about 320 million including civil works, storage facilities,
mechanical harvesting equipment, power plant, housing, and a wharf.
The latter would be suitable for ships from L,0-100,000 tons and the
equipment on it and other servics equipment would be sized to cater for
the expansion.

As the project is necessarily export-oriented, Concesion de
Salinas is holding preliminary discussions with potential buyers in an
attempt to work out long-term purchase contracts.

The French firm Saline du Midi is preparing an engineering
pre-investment study of the salt facility and a local engineering
company has preparsd a study on the port. This would be followed by
a one-year field trial to test evaporation and seepage rates for the
proposed evaporation ponds. It would then be possible for a complete
appraisal to be made and if the project is approved, initial construction
could be completed in one more year. Allowing a further year for the
initial evaporation, the first products could be available 3-4 years
from now.

Fertilizer Industry

The level of fertilizer use is low. In 1969 only 27% of the
cultivated area was fertilized. Although this grew from 18% in 19631/,
Colombia has not kept up the rest of South America in the use of
fertilizer. An FAO study shows that between 1964 and 1968, Colombia's
fertilizer use as a percentage for all South America fell from 15% to 73.

From discussions with industry leaders it appears that the main
reason for low fertilizer use is that neither the farmers, the Department
of Agriculture, nor the fertilizer suppliers themselves have a clear
understanding of the quantitative benefits of using fertilizer. The
picture is clouded because there is insufficient reliable data on past
crop response to fertilizer use, the best types of fertilizer to use or
the optimum price levels.

A long-term, pre-investment study has therefore been proposed
to make a country-wide review of the fertilizer industry. ITts initial
focus would be on the existing practice and results of fertilizer use.

It would also examine the current distribution chain and the price/cost
structure of getting fertilizer to the farmer. Then by detemmining cost/
output ratios for farm production it would attempt to develop use
projections for the future. This, together with a look at sources of raw
materials and existing plants, would be a basis for propesing projects to
supply additional fertilizer. These projects would hopefully be integrated
schemes including production, distribution and transportation facilities.
The study would also recommend needed institutional changes.

1/ See Annexk{d) for a detailed breakdown of area cultivated to certain
crops and % of this area being fertilized.
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This is an ambitious program, but it hardly seems possible
For rational decisions to be made for the future of the fertilizer
industry without some study of this type. It will encounter many
practical difficulties. One is that the determination of farm cost/
output levels will necessarily take 2-3 years to complete in order to set
up the study and observe the effect of fertilizer use over 2-3 crop
cycles. During this period it would seem impractical to expect that
the producers would not be exploring expansion plans on their own
initiative. Particularly in the case of Abocol, success in its new
marketing program could induce it to go ahead with expansion plans.

Another complication 1s the fact that a tentative agreement
exists with Venezuela whereby Venezuela would supply ammonia to
Colombia. This arose out of the development of the Monomeros project
in which the Instituto Venezolano de Pstroquimica (IVP) is a L5%
shareholder, IVP was persuaded to invest in Monomeros .on the basis that
Monomeros would supply caprolactam to Venezuela and thst Venszuela
would supply ammonia to Colombia. The IVP ammonia project has not gone
ahead as fast as the Monomeros project, probably because it was over-
ambitious. Two large (1,000 tons per day) ammonia plants were proposed
to be located near the natural gas fields of Lake Maracaibo. These
plants would also produce urea and because of their large size and the
low cost of the raw material, were expected to be able to supply not
only Colombia but even the industrialized countries. With the slump
in the world fertilizer business and because of internal difficulties
in Venezuela, the construction of the plant is proceeding very slowly.
It is not certain how firm the commitment is to Venezuela but if the
price is reasonably low it would appear to be to Colombia's advantage
to make use of this agreement.

In spite of these difficulties, it is urged that the study be
started as soon as possible., As a first step the interested parties in
Colombia could be invited to submit their own suggestions of what should
be included in the study and how they could assist in its execution.

Petrochemical Industry

The future of the petrochemical industry in Colombia beyond
the present expansion plans appears to be intimstely connected with the
development of the industry in the Andean Group. The negotiations for
the establishment of this common market have reechsd the point where the
first tariff reductions have been implemented and there are hopeful
prospects that it will continue. This is particularly true with regard
to petrochemicals in which considerable discussions and agreement in
principle has been reached among the nations and particularly by their
national oil companies. Because of the importsnce of this development,
it is treated fully in Annexlfe)where the background to the arrangements,
a discussion of supply and demsnd in the Andean Group, and a proposal for
a pre-investment study are given.
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This shows that although the general directions are clear
and even some allocations of specific produwts can be made now, there
is no real basis currently available for rationally deciding how much
and where the petrochemical products should be produced. It is for this
reason that the pre-investment study is proposed. It would cover marketing
projections, feed stock sources, existing production units, freight
rates, and financial requirements. Its point of immedlate focus would
be the location of a petrochemical complex to be basad on a large
{100-200,000 tons per year) ethylene plent.
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Talue of Raw Materials
Ammmal Cavacity Initia] Year Smployses Broduction 1969 Imported Local
Company Product 1969 _(m tona Location of Production
1. 3astc Chemicsl 1n militon &
®lanta Colombians Sada Ash 89,6002") Betanta 1953 925 3.2 ( Salt
o o Cauztic Soda b3,500 ) and (Batanis) (Batania) 1.8 ( Limeatone
Chlorine 12,000 ) Cartagena 1964 1,397 0.5 (
Sodtum Bicarbonste 2,700 ) (Cartagena) (Cartagena) 2.2 (
Rafined Sslt 193,000 Betania 61 (Bogota) b.o=" (
Concesion de Yelinas Rack Salt 250,000 Zipaquira Colonial Times 100 na (
Solar Salt 350,000 Manaurs 15k0 400 na (
Rafined Sait 193,000 Betania (260 elsewhere) 7.2 {
2. Fertilizer
Amocar Ammonia 100,000 Cartagena 1963 u0 na Natural Gas
ibonos Colombiaros OUrea 75,000 Cartagena 1963 350 12.5 Phosphate Rocx Ammonia
Mixed Pertilizer 125,000 Potash
Cajs Agraria Mixed Pertilizer 300,000 3 Plants 195 600 3.2 Yarious
Sultactdos Mixed Fortilizer and Pertilizeras
Sulphuric Acid 100,000 ns na na Phosphate Rock Sulphur
Pas del Rio Themas Rock 50,000 Belencito 60 na (By product of blast furnace)
Outn SA Mized Fertilizer 25,000 na na na Sulphur
Yertilizantes Colonblana Urea 16,000 Barranca 1954 300 na Natural Gas
Ammonium Nitrate 42,000
Other Mixers Mixad Fertiliter 60,000 Varicus na na na Various
Portilizers
5. Patrochmicl,l_a
Cia Cuimica Borcen g E Calt é
Cyanamid de Colcmbia ({Pomldnlxydn §15,800 Cartagena na na EHOMUl
Tuinica Proco ( ( Medallin (
F1a Oulnics Barcen ((;z:;l::'ﬁ'mldlm ( h,OOOL‘/ Cant na na EPhannl E?omaldnhyde
Cuinica Proco ( Hedsllin ( (
(Urea and
Cis Quimica Barcen {Urea-Formaldenyde ( Call na na
(Resins ( 5,300% (Formaldehyds
Tuimica Proco ( ( Medellin
Cynnanid Malamin-Formaldehyde Resins 8008  Cartagena Melamine Formaldshyde
Col:arbures 7inyl Chlorids Manomer 8,000 Cajtea 1967 na na Acetylene and
Hydrochloric
Acid
Coliarburos PvC 7,500 Cajica 1967 na na Yinyl Chloride
. Monamer
Petroquinica Co)ombiana PvC 5,500 Cartagena 1965 100 2.6 7inyl Chloride
Dew Chemical Polystyrene 3,700 Cartagena 1965 uo na Styrene
Carboquimica Phthallic Anhydride 2,500 Bogota 1962 na na Naphthalene and
Orthoxylens Naphmalsnoi‘
indercol Phthallic Anhydride 1,300 Medellin 1968 na na Orthoxylene
Phillips Negro -e Hwmo Carbon Black 10,000 Call 1968 6} 1.02/ Aromatic 043
Cabot Colombiana Carbon Black 10,000 Cartagena 1965 77 2.0 Aromatic 0Ll
Several Detergents 55,000 Several - aa na DDB and DB
Sconetrol Sulphar 10,000 Barranca 1967 na na Ruz‘lﬂ:ne.—y
Intercol Sulphur k4,000 Cartagena 1965 na na Ret;;::;
Gases
Note: See Annex L(b} for footnotes.



Company

1. 3Basic Chenicals

Planta Colembiana de Sods

Concesicn de 3alinas

2. Tertilizers

Monomaros Colombo Ven.

3. Petrochemicals
Zeopetrol
Zcopatrol
Zeopetrol
Tcopetrol
Ecopetrol
Tcopetrol
Policolsa

Rot defined
Ecopetrol
Zeopetrol
Ecopstrol
Monomeros Colombo
Venezolanos

Not defined
Carboquimica

Andercol

Product

Soda Ash

Cauatic Sodz
Chlorine

Sodium Bicarbonate
Sodium Sulfate
Refined Salt
Solar 3alt

Solar 3alt

Mixed fertilizer

Etaylene
Propylene
Senzene
Orthoxylene
Paraxylens
Mized Iylenes
Polyethylene
Polypropylene
<yelohexane
Tetramer

Detergent Alkylate
Caprolactanm

DMt
Fhthallic Anhydride

Pnthallic Anhydride

)

CHEMICAL EXPANSION PROJECTS

Annual Capacit
Tin rens)

78,3002

109,000/

19,7208

350,200

1.k-1.8
million

200,200

20,000
10,000
10,000

2,000
17,000
16,000
15,000
10,000
20,000
16,000
15,000

15,500

24,000
4,00¢
2,500

. Conversion rate used, 13 pesos « 31

iocation

fartagena
and

Betania

Manaure

3ahia Honda

3'Quilla

Barranca
Barranca
Barranca
Barranca
Barranca
Barrunca
Barranca
Barranca
Barranca
Barranca

Barranca

B'Quilla

Not defined
8'Quilla
3'Quilla

Tear

Zxpanazion
Complete

1972
1972
1972
1972
97
1975
1971
1976

wn

1969
1969
1970
1970
1972
1970
1969

1970
1970
1972

1970

1972
191
1972

New

100-200

75

145

Q.a.

2. Some 17,200 tona of ascda ash are consumed by Planta de Soda itself to nroduce caustic soda
and sodium bicarbonate.

3. Thds represen:s the "fee” cmarged by Planta de Soda for refining salt to nutritional
sale by Conceaion de Sailnas.

standard for

4. The capacity consists af 2,200 tons liguid and 2,000 tons of molding powders.

. The capacity consiats of 4,300 tons of liquid resin and :,300 tons of powder.

5
5. The capactity consists of D0 toms liquids and LOO tons solids.
3

. Part of the naphthalene is imported.

9. Althouph the same capaclty as the Cabot plant, Phillips producea at only 50% of capacity in 1969,

1C. Iacicates value of production when rew capacity is fully utdilized.

11. Indicates total capac®ty when expansion i3 complete.

12, Figures ar= total for plant inclucding fer<ilizers and caorelactam.

AOTEX (b
Additicnal Raw Materials
value of
Production orted Local
US$ million
6.0 ) Salt
)
6.9 ) Limestone
)
1.2 )
)
2.1 )
)
0.5 )
2.4}
Oede
4.3 (average)
L. L/
7.6~ Ammonia, Cyelohaxane
potaah,
phosphate
rock
n.a Refinery gases
ne.a Refinery gases
Deds Virgin Naptha
.. Virgin Naptha
a.a Tirgin Naptha
n.a Yirgin Naptha
8.3 Ethylens
- Propylens
n.a Bensens
o.a Propylene
n.a Tetramer & Bensene
17.6 Cyclobexane, sulphuric
acid (and {mported Ammonia)
1.0 Paraxylene {and imperted
Mothand)
n.a Orthoxylene
2.4 Orthaxylene
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Polypropylens Polysthylene Carbon Black
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Cycle |
‘_____F Ezopetrol 01l
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LPG
Crude Ecopetrol Refining Gasoline
(Samy Karosene
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Fired Fuel 0il
rgin Asphalt
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Aromatics =T - o T -
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L dd
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Mixed ’
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—_— l, 4
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7\ Exportd | | Sollente  Amhydride  Fiber
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—d Glycol)

3

A
\ Enka
‘3 Nylon Textile

ylon Tire Canvas

Yarn



ANNEX L(c)
age

Crude o -
0il Intercol
e N R‘finery
Natural Cas 4 )
Natural
Gas
Cycle
0il
~~
I Amo Car Credt
Ammonia Co2
Phos.
° ‘ Ferticol
J, Mixed C¥fbon
Urea Fertilizers Black

Fuel
Products
b urs
Gasoline
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Rice

Cotton
Banana
Sugar cane
Barley
Cana P, Pan
Kidney bean
Maize
Potato
Tobacco
Wheat
Coffee
Total

Total use of

fertilizer

Source:

FERTILIZED AREA FOR

THE PRINCIPAL CROPS IN COLOMBIA

Abocol

1963
Area % of
Fertilized Cultivated Ares

82,000 32
L9 ,000 30
19,000 30
52,000 77
16,000 59
7,000 2
5,000 6
12,000 2
104,0C0 70
10,0C0 45
62,000 52
97,000 11
5L5,000 18

216,400 Tons
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350,C00 Tons

1969
Area % of
Fertilized Cultivated Area

111,800 L3
121,50C L5
2l,000 80
36,000 o)
45,000 90
11,000 5

5,000 10
123,000 15
80,00 160
14,80¢ 55
35,000 70
130,000 16
737,00C 27
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PETROCHEMICAL INDUSTRY

o]

THE ANDEAN GROUP

A. The Andean Group Petrochemical Accord

The Petrochemical Accord reached by the Andean Group countries
has established a list of negotiable products, most of which are still
in the process of being studied. Two products, carbon black from
Colombia, and pentaerithrithol from Chile, are presently in commercial-
ization under the terms of the Accord, and two others, caprolactam f{rom
Colombia, and acrylic fibre from Peru, are not yet in commercialization,
but plants to procduce them are presently under construction.

DMT has been defined as being within the terms of the Accord,
and its production has been assigned to Colombia. A dstailed
feasibility study has been completzd, and it is 1ikely that a DMT
project could be put together within the next 6-1? months.

The products so Tar +lefined under the ‘rcord are thus
products for which production plans were already well defined when
the Accord was reached. The Accord, therefore, reems merely to have
recognized these plans rather than determining from first principles
that the amount, location snd timing of this production would be
beneficial to the Andean Group countries. The need for a more rational
epproach to the petrochemical future of the Andean Group is elaborated
in Section D, and as further introduction the following sections examine
briefly the supply/demand situation of petrochemicals in this area.

B. Demand and Supply of Petrochemicals in the Andean Group

Zcopetrol has made a preliminary study of the %total demand for
certain petrochemic~l products in the Andean Group. These products were
selected on the basis that no one country would have sufficient demand
to justify the construction of a plant of minimum economic size. A
further condition was that each product could be made in a single plant
which could supply the whole market in the subregion.

Information to make such a study in Colombia is well developed
but there is a lack of reliable information in thes other countries. In
many cnses, the demand projections in the other countries are based on
the existing demand for consumer products which hrs heen transformed
into an equivalent demand for the corresponding intermediate and basic
petrochemicals. The following table summarizes the Ecopetrol study.

ESTIMATED CONSUMPTICN OF SZLECTZD PETROCHEMICAL PRODUCTS IN

THE ANDIAN GROUP

Matrir Tons

N

1768 1972
Benzene 3¢,CC0 50,000
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Metric Tons

1968 1272
Cyclohexane 18,000 27 ,C00
SBR Rubber 16,000 26,800
Detergent Alkylate 13,000 26,600
Caprolactam 12,C00 25,000%
Styrene 12,0C0 21,200
DMT 8,700 18,1C0%
Methanol 8,600 16,400
Polystyrene 7,600 13,700
Phthallic Anhydride 5,500 12,800
Paraxylene 5,500 12,200%
Orthoxylene h,200 12,200

Naphthalene 1,600 600

(#) Venezuela included

This table suggests that there is scope for the development of petro-
chemical projects in the Andean Group which could be of a2 minimum
economic size. However, one must take into account the existing
production, pending investment plans, &snd the possibilities of
supplying the raw materials for these projects; this is discussed

in the following notes for each product.

Aromatics

The benzene consumption of 50,000 tons in 1972 is based on
the region's demand for cyclohexane, styrene, and detergent alkylate.
If the cyclohexane is increased to provide more caprolactam (see below),
an additional 16,C00 tons of benzene would be needed for a total demand
of 66,000 tons. Colombia could provide 40,00C tons which is the capacity
of the Ecopetrol Aromatics Plant.

Orthoxylene demand in 1972 of 12,000 tons is mostly for
phthallic anhydride and would be met with 8,300 tons from Scopetrol
with a shortfall therefore projected of some 4,000 tons . 1972.

Paraxylene demand would be 16,500 tons for the production
of 24,000 tons of DMT. This would be available from the Zcopetrol
Aromatic Plant which will have a capacity of 17,00C tons.

Caprolactam

A Caprolactam Plant is being constructed at Barranquilla
with a capacity of 16,500 tons per year and should be in operation in
mid 1971. According to the above projections, 25,000 tons per year of
caprolactam will be demanded in the subregion, so that a short fall of
8,50C tons is envisaged. A study is presently under way to examine the
feasibility of expanding the capacity by adding additional equipment to
the plant presently being built.
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This is a clear example of poor planning at the pre-
investment stage. A plant of 16,500 tons capacity is below the
minimum economic size, whereas one of 25,000 tons is just within
the lower limits of the modern plants. Adding additional equipment
to the 16,500 tons plant will clearly not improve its uneconomic
situation, (See also discussion in chapter on Synthetic Fibre Industry)

Cyclohexane

The Ecopetrol Aromatics Plant has a capacity of 20,00C tons
of cyclohexane per year which would be applied solely teo the production
of caprolactam. If the caprolactam plant is expanded as mentioned above,
it would be necessary to increase the cyclohexane capacity to 35,00C tons.
This would probably require duplication of the cyclchexane equipment
&s in the caprolactam case, again resulting in an uneconomic producticn
unit. This shows the "ripple" effect of poor planning in this industry
where one production step is very closely linked to the steps before it,
and to those that sucsed it.

Styrene and Synthetic Rubber

The projected styrene consumption (for polystyrene and SBR
rubber) would indicate the possibility of building a small styrene plant
which would just be of minimum size (25 to 30,000 tons per year).
Styrene has been assigned to Bolivia in the Andean Accord, which is
difficult to understand as neither of the raw materisls - ethylene and
benzene -~ is available there. While it might be marginally economic
to transport benzene to Bolivia, it would not be economic to transport
ethylene. No plans have been set for ethylene production, and when
they are, this might well decide the location of the styrene plant.
Generally it is considered more economic to have the styrene plant built
alongside the ethylene plant, so that ethylene can be supplied by
pipeline. Butadiene, which is the other raw material for producing the
synthetic rubber, would have to be imported from outside the subregion,
as the demand for it is well below the capacity of a minimum economically
sized butadiene plant.

Detergent Alkylate

Ecopetrol is about to award a contract for tha construction of
a plant to produce 6,000 tons per year of dodecylbenzene and 9,000 tons
per year of tridecylbenzene. Colombian consumption is projected for 1972
at 9,000 tons correspending to the production of tridecylbenzene which
is used in the locally produced detergents., The 6,000 tons of
dodecylbenzene are intended for export to Chile and Peru where this
product is used in detergents on account of the grester hardness of the
water there. The demand projected for the Andean Group is 264,000 tons in
1972, indicating a shortfall of 11,00C tons. Tt ir not known what 2xisting
capacity there is that could meet this shortfall, or what additions will he
needed.
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A DMT projsct is planned in Colombia, based on a capacity
of 2L,000 tons per year, which is at the low end of the economic size.
The plant is expected to be in operation at the end of 1972. Although
the capacity will exceed the demand at first, it is expected that the
demand will catch up by the third year of operation.

Methanol

The projected demand of 16,000 tons in 1972 is mostly to
supply the Chilsan requirements for producing pentaerithrol. Even
this demand is very small in comparison with the modern economic
plants which would require a capacity of at least 50,000 tons.

Phthallic Anhydride

Since 1963 Colombia has had phthallic anhydride available
from Carboquimica and in the last year Andercol started production
in Medellin. Both plants have plans for expansion and with the
availability of orthoxylene (the raw materizls) from the Ecopetrol
Aromatic Plant vertical integration will be possible. No other
country in the subregion produces phthallic anhydride and it would
appear logical that the demand of 12,800 tons projected for 1972
could be most easily met by the construction of facilities in Colombia
to make up a deficit of 8,500 tons.

C. Petrochemical Development in Venezuela

Venezuela with its large resources of crude oil, is reported
to be planning a massive petrochemical project to be located at 21 Tablazo
on Lake Maracaibo. It would be based on natural gas and the gas associated
with the crude oil which is presently mostly flared. Although the planning
has run into some internal difficulties, a project of one type or another
seems certain to go ahead in the long run.

It has been said that the fellowing production units are
being considered for this complex:

Sthylene (based on ethane or propaze) - 150,000 to 20C,000
tons per year

Polyethylene - 50,000 tons per year
Viﬁyl Chloride, and PVC - ?

Urea - 2 x 1,000 tons/day

Ammonia - 2 x 1,000 tons/day
Methanol - 120,000 tons per yeer

Isoprene - 60,000 to 90,000 tons per yesr
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Polyisoprene - 1,0,C00 tons per year

The last three projects are all part of a Synthetic Rubber project to
produce Polylsoprene Rubber, and apparently some commitments have been
made to go ahead with this part of the complex. :

The production form such a complex would, of course, be
much larger than is required to meet ths needs of Venezuela alone.
Zxports would be able to be made at competitive world prices, because
of the sufficient size of the units and the fact that the raw material
is available 2t reasonable cost. It is said that exports #re aimed
mostly at the USA and Europe where ready markets exist, but of course
it would also be possible to move these materials to other South
American countries as well.

The Venezuela project is by no means firmly committed, but
future planning of petrochemicals in the Andean Group would have to
take account of its possible implementation.

D. Proposal for Pre-investment Study

It is obvious from the foregoing discussion that the petro-
chemical situation in the Andean Group countries is anything but
clearly defined even at present. The prospects for the future are
even more cloudy, in particular the future market situation.

With the obvious potential for coordinated and rationalized
production in the subregion, it is important that a thorough and
objective study be made of the existing situation and its potential
for expansion. This would be the basis for the promotion of specific
projects.

For this reason a pre-investment study of the Andean Group
petrochemical industry is recommended. The study is urgently needed,
and from discussions with industry leaders in Colombia, there appears
to be a will at least there to sponsor such a study.

In particular, the study would focus on the obvious need
for expanded olefins production in the area. An olefins plant produces
ethylene and its co-products, such as propylene, butadiene, ancd aromatics
which are basic building blocks, not only for many of the products
discussed above, but also for others that have rot been mentioned, such
as polyethylene and PVC.

At present there are two ethylene plants, one of 15,000 tons
per year capacity in Colombia and one of 30,000 tons per year capacity
in Chile, both of which are extremely small by world standards (200,000-
500,000 tons per year). Rather than expand the two existing plants by
further uneconomic increments, it would appear appropriate to plan for
2 single preduction unit for the whole region of minimum economic size,
i.e., 150-200,000 tons. In this regard the unit said to be considered
for Venezuela would be suitable. Illowever, as neither the E1l Tablazo



ANNEX L(e)
Page

project, nor Venezuela's entry into the Andesan Group appears likely
in the near future, the alternative of an olefina complex in one of
the Andean Group countries themselves must be considered.
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ANNEX 5

WOOD_PROCESSING INDUSTRIES

INTRODUCTION

This review of wood processing industries covers principally the
physical transformation of wood into semi-finished products, like sawn wood
or plywood, and finished products like furniture; chemical transformation
into pulp and paper is separately treated.

Official statistics have considerable ‘time gaps, and it has been
necessary to use data going as far back as 1966 or 1967 as the latest avail-
able in some cases.

A 1list of the official and semi-official institutions contacted

by the mission is given in innex 5(a). Annex 5(b) lists the number and
types of wood processing plants visited by the mission.

SHARE IN MANUFACTURING ACTIVITY

Table 1 gives some general data on this subsector, in the context
of total Colombian manufacturing industry.

It will be noticed that wood processing in Colombia is character-
ized by smaller average size of establishments, and lower value added and
income per employee, than in the total manufacturing sector. The average
wood processing enterprise, in 1967, employed 1L persons, when the average
number of employees per enterprise for the manufacturing sector as a whole
was 26. The subsector added only about 1.1% to the gross value of produc-
tion of all manufacturing industry, . although it employed 3.9% of the total
number of persons employed, and 3.2% of the installed horsepower in all
industry. Average income per employee in this subsector was only about
57.5% of the average for all manufacturing industry.

REGIONAL DI STRIBUTION

The Colombian wood processing industry is concentrated mainly in
the five Departments of Cundinamarca, Antioquia, Atlantico, Valle, and
Narino.

These Departments account for about 61% of all wood processing
enterprises in Colombia, and for about 80% of all persons employed in this
industry. (See Table 2. ) . Furthermore, almost 75% of all enterprises and
70% of all employees in wood processing industries in these five Depart-
ments are located within the five cities of Bogota, Medellin, Cali,
Barranquilla, and Tumaco (See Table 3).

The wood processing industries in the first three cities are
oriented mainly towards the domestic market. The wood processing industry



TABLE 1

WOOD PROCESSING INDUSTRY COMPARED TO TOTAL MANUFACTURING IN COLOMBIA, 1967

Salaries,
Number of Persons Wages and Gross Value Gross Value Installed
Establishmentsl/ Employed Social Benefits of Production Added Horsepower
(1988 pesos) (1988 pesos) (1968 pesos)
- Wood processing Millions Millions Millions
except furniture
and fixtures 106 6,366 73 358 163 32,56
Production of
furniture and
fixtures 390 5,177 59 194 98 7,981
Total wood processing
industry 796 11,543 132 552 261 L0,5L5
Total manufacturing
industry of country 10,873 293,825 5,631 40,226 16,572 1,264,305
Shares of wood processing ‘
in total industry (%) 7.3 3.9 2.3 1.L 1.6 3.2
Source: Unpublished DANE data.
Notes: }/ Employing 5 or more persons, or having annual production valued at more than Pesos 2L,000 (U.S.$1.300

approx. )
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DISTRIBUTICN BY DEPARTMENTS OF THE WOOD PROCESSING INDUSTRY IN COLOMBIA, 1967

Departments

Cundinamarca
Antioquia
Atlantico
Valle

Narino

Total of 5 Departments
Others
Total Colombia

Share of the above 5
Departments in total
Colombia (%)

Wood Processing
except Furniture

Furniture and Fixtures

Total Wood Processing

Number of Number of Number of
Number of Persons Number of Persons Number of Persons
Enterprises Employed Enterprises Employed Enterprises Employed
81 1,109 87 2,12l 168 3,233
it 748 65 688 106 1,436
35 1,157 25 L63 60 1,620
60 1,235 51 561 111 1,796
3L 1,0LYL 10 95 Ly 1,139
251 5,293 238 3,931 L89 9,22k
155 1,037 162 1,246 307 2,283
1,06 6,330 390 5,177 796 11,507
61.8 83.1 61.0 75.9 61.4 19.9

Source: Unpublished DANE data.
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DI STRIBUTION

TABLE 3

BY CITIES OF THE WOOD PROCESSING INDUSTRY IN COLOMBIA, 1967

Bogota
Medellin
Barranquilla
Cali

Tumaco

Total of § cities

Total 5 Departments

Share of the 5 cities

in the 5 Departments (%)

Wood Processing
except Furniture

Farniture and Fixtures

Total Wocd Processing

pNumber 6f

7 Number of Number of
Number of Persons Number of Persons Number of Persons
Enterprises Employed Enterprises BEmployed Enterprises Employed
78 798 76 2,096 15k 2,8%L
) T
33 507 LS 589 78 1,096
29 8Ly 25 L63 5L 1,312
27 L9 33 3L5 60 7L
15 350 5 50 20 LOO
182 2,953 184 3,543 366 6,L96
251 5,293 238 3,931 489 9,224
72.5 55.8 17.3 90.1 7h.9 7C.L

Sources

Unpublished DANE data.
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in Barranquilla is supplying both domestic and foreign markets; and the
principal sawmills at Tumaco are exporting almost their entire production.

RAW MATERTIALS

About 60% of Colombia's land is covered with forests, an area of
nearly 50 million hectares (ha.), of which between 20 and 30 million ha.
are estimated to be acceasible for economic exploitation. At present, the
area of man-made forests is very small, and virtually all the exploitable
area consists of natural forest. There are about 150 different species of
trees in these forests, of which about 30 species are counted as commercial.

The volume of timber extracted for domestic processing and export
has been estimated from official data regarding values that is available
for 1966. This excludes the substantial, but uncontrolled and unrecorded,
felling of trees in rural areas for miscellaneous uses. It appears that the
volume of timber extracted in 1966 amounted to 700,000 m3 of which 600,000
m3 were used for domestic processing and 100,000 m3 were exported. It has
not been possible to compile a historical series of figures, as comparable
data are not consistently available.

As the volume and extent by varieties of the growing stock and
patterns of growth for different varieties are not accurately known, it has
not been possible to determine the potential of Colombian forests for eco-
nomic use. It appears, however, that in 1969, 70 concessions were granted
to timber extracting companies, for a total area of about 750,000 ha. only;
and if these figures are viewed in the context of the area classified as
commercial forests, - which is over 20 million ha., - it is obvious that
very substantial increase in the volume of timber extraction can be achieved

Although the quantities of logs exported represent only a small
part of the total volume of extraction, more reliable data are available for
them. The following figures indicate the trend of exports of tropical wood
logs during the past 10 years:

Unit: m3, 000's

1961 1962 1963 196L 1965 1966 1967 1968

Quantity of
Timber exported 60 97 106 69 91 93 hh 27

With effect from April 1970, export of unprocessed logs of the
principal exportable varieties has been prohibited. However, some varieties
have been exempted from the ban, and new investors in wood processing
industries will be exempted from the restriction for some years, if they
accept specific conditions regarding progressive manufacture within Colombia
In this context, it is estimated that export of timber could rise again, to
about 50,000 m3 by 1975. This figure does not take into account the capa-
bility for export of sawn or processed timber, and wood products such as
plywoocd, veneers, doors, frames, etc.



The main forest areas which are being exploited at present are
located in:

- the Pacific coastal region (Choco valley and Narino district)
- the Magdalena valley (mainly thelower and upper parts)

- the eastern mountain chain of the Andes (southeastern slope )
- the northern plains near Monteria

- the northern plains near Valledupar.

For domestic marketing, several smaller forest areas are also
exploited:

- near Bogota: the districts ("municipios") of Garna, Medina, and
3an Bermardo;

- near Medellin: the districts of Caceres, Ranedios, Amalfi, San
Carlos, San Luls, Urraco and Huango;

X - near Cali: the districts of Guapi, Tulua, Buenaventura, and
Neiva.

Comparison of the principal locations of uolombla s wood processing
1ndustry with the locations of forests under exploitation shows that, in
some cases, logs have to be transported over distances of up to LS50 km. For
example, logs are transported, not only from Tumaco to Buenaventura and from
Turbo to Barranquilla by coastal shipping, but also from Monteria to
Barranquilla, from Florencia to (Cali, and from Neiva to Bogota, by truck.

As particular properties of each wood species render it suitable
only for a limited number of uses, the wood processing industry at a given
location cannot be supplied with all the varieties of timber needed from
the forest areas nearest to it. Hence transport costs form a substantial
proportion of the total value of timber.

Another problem is the lack of continuity of log supply for
procesging industries. Both water and road transport are frequently inter-
rupted by unfavorable weather conditions. During the rainy seasons, unpaved
roads become impassable for trucks. In the dry seasons, low-water level in
channels and rivers hampers the floating of logs. Hence high levels of
stocks are necesgsary wherever continuty of supply is essential; or higher
cost has to be incurred on transport of logs from more distant locations.

The felling of trees and cutting them into logs is generally ac-
complished by men wielding hatchets. The transport of logs from felling
sites to the collecting centers for further transport is frequently done
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manually. This labor-intensive system of extraction is attributable only
in part to the shortage of investment capital; in many areas, flood condi-
tions or mountainous terrain make the use of heavy mechanical equipment
difficult if not impossible. Often, the local population cut and transport
the logs to collecting centers, where representatives of wood processing
enterprises buy them. In such cases, further transport is the responsi-
bility of the buyers.

Different means of tranportation, appropriate for the geographic
conditions of each area, are used. In the Pacific coastal regions, logs
are first transported manually, or with very limited equipment to collec-
tion centers. From these, rivers and channels permit floating and rafting
of logs; and finally if necessary, they are transported by coastal shipping.
In the interior areas, logs cr roughly trimmed planks are first transported
by burros or horses to collecting centers. Trucks are then used for further
transport. '

These primitive methods of extractiion are responsible for the
considerable variations in quality, size and cost of logs. In addition,
the gquality of logs is affected by the conditions and time involved in
felling and transport.

MAJOR PRODUCTS AND GROWTH

Table L shows the major products of Colombia's wood processing
industry, based on the most recent available data on production value which
relate to 1964,

Furniture and Fixtures

The value of output of furniture and fixtures increased through
the years 1953-66 at an average rate of L.9% per year; and value added
increased by about 5.4% annually. Data for 1967 have not been included
because they show a sharp decline, which distorts the long-term trend.

Employment increased by about L.3% annually in 1953-1960, while
there have been only insignificant variations in 1961-1967. The average
number of employees per establishment, which was 8 in 1953, had risen to
12 by 1967.

Installed horsepower in the industry increased by about 10% per
year during the years 1953-60; and by about ;.7% per year from 1961-67.

Se2mi -Find shed Products

These consist principally of sawn wood, mouldings, including
laths (tongued and grooved), panels, veneers, plywood, chipboard, block-
board, battenbhoard, fiberboard, etc.
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MAJOR PRODUCLS OF WOOD PROCESSING INDUSTRIES IN COLCMBIA, 1566

tem Produced

3emifinished Products

Sawn wood
Planed wood
Mouldings
latns (tongued and grooved) L/
Wood-based panels
{a) decorative face veneer
(b) plywood incl. rotary veneer
(¢) battenboard

Finished Products

Furniture

Doors

Window frames

Packing cases and crates

Textile bobbins and shuttles

Others (including chipboard and fiberboard)
Total
Source: -Industria Manufacturera Nacional 1966,

34 and 3S5.
-Unpublished DANE data.

Value

Percentage

{000 Pesos)

Ti,529)
16,6?&3
6,91k

11,491

3,880
71,639
38,931

176,515
19,336)
1,996)
6,791
2,358
76,425

507,079

}f This product i3 used for covering walls and ceilings.

Share in Total Value

17.9

2.3

c.8
1h.1
7.7

3&-8

h.2

1.3
0.5
15.0

100.0

DANE, Bogota, Colombia, Pages 1lli,
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The annual rate of growth of gross value of ocutput in this sector
was about 6% during the period 1953-67. During the same period, employment
increased by about 3.7% annually, and installed horsepower increased by
about 7.3% annually.

Sawn timber and mouldings, including laths (tongued and grooved),
are important export items. In 1968 about 93,000 m3 of sawn timber were
exported; and a similar quantity was consumed domestically. Mouldings are

produced almost entirely for export. The remaining items are produced
principally for domestic markets.

A more detailed description and analysis of wood processing in-
dustries are contained in Annex 5(c).

FOREIGN TRADE

The value of exports of wood and wood products, including furniture,
during the past several years is indicated below:

Unit: U.S.$ 000's

1960 1963 1965 1967 1968

In 1967 and 1968, about 68% of the total value of exports was ac-
counted for by sawn timber; a further 1L% was contributed by export of logs,
and about 8% by mouldings; furniture and fixtures, and doors and frames
earned about 3% and 2.5% respectively.

The principal markets for Colombian wood and wood products are in
the U.S8.A., where quality plays an important part in price determination.
Recent efforts by the Fondo de Promocion de Exportacion should help producers
to maintain standards and obtain suitable prices. There is need for better
organization and standardization at the producer's end.

PROSPECTS FOR GROWTH

Farniture and Fixtures

This sector of the wood processing industry caters principally to
the domestic market. It is organized mainly in the form of small workshops,
privately owned, operating for one shift per day or less, wiith a tradition
of workmanship and close liaison between production and marketing at the unit
level. While this structure has some advantages in flexibility, it also has
disadvantages in export markets, which require highly skilled marketing,
large volume, standardization of quality, and rigid performance standards.

Domestic markets are reasonably well served, and the industry has
considerable underutilized capacity. For export markets, there would be need
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for larger manufacturing units, which can take advantage of modern technology,
use more efficient methods of production, utlilize by-products, adhere to
international standards of quality and performance. However, any move in this
direction should be preceded by careful investigation of economic implications,
in close liaison with marketing agencies.

Cther Wood Processing Industries

The recent ban on export of logs has been mentioned earlier. The
principal object of this ban is to encourage domestic processing of logs.
The country already has wood sawing and plywood industries, catering to the
domestic and export markets; but considered in the context of Colombia's
timber resources, and the volume of world trade, it has very considerable
scope for further development.

The recently organized govermment authority for administration of
natural renewable resources, "INDERENA", is currently revising the conces-
sions for exploitation of forests granted in the past. Existing conces-
sionaires are, therefore, uncertain about the future, and would hesitate in
taldng any new decisions until the position is clarified. For more rapid
growth, the industry would require more capital investment than it has
attracted in recenl years, as well as larger and more efficient operating
units for timber extraction, transport, and processing.

SIMMARY AND CONCLUSIONS

Colombia's wood processing industry is characterized by numerous
small scale enterprises. The regional distribution of the industry is
mainly geared to the sales markets: export-oriented enterprises in the
Pacific and Atlantic coastal regions (Tumaco, Buenaventura, Turbo,
Barranquilla l/), and producers selling to the domestic markets near the
big cities (Bogota, Medellin, Cali, etc.).

Although Colombia's natural forests cover an area of about 50 mil-
lion ha., the great variety of growing species, and seasonally interrupted
transport connections, are reasons for temporary shortage of logs of required
species. The three main items produced in Colombian wood processing are sawn
wood, plywood, and furniture, representing together about two-thirds of the
total value of output.

Past growth of Colombia's wood processing industry during the years
1953-67 was about 5.3% per year, lower than for total manufacturing activity
(6.1i%. ) The probably substantial, but unrecorded, output of small scale
enterprises in wood processing, including furniture production, is likely to
be reduced to some extent by substitution of higher quality products from
larger enterprises. :

1/ The Barranquilla region also supplies the domestic market with plywood,
fiberboard and chipboard.
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Imports of wood products are very small, consisting mainly of cork
and some cedar wood for pencil production. During recent years, until 1968,
they varied between 10 and 20% of the value of exports of wood products.

The increasing value of exports, about US$3 to L million annually
during 196L-1968, includes mainly sawn wood, logs and mouldings; but since
April 1970, the export of most logs from Colombia has been prohibited. This
may lead to increased export of sawn and processed timber and wood products
in due course.

In the field of wood processing - excluding furniture and fixtures -
the formation of larger production units should be promoted. Conditions of
financing of new projects and replacement of obsolescent machinery, and
policy for new concessions, should be aimed at achieving amalgamation, cor at
least cooperation, among existing small enterprises, in order to avail of
economies of scale.

Production of furniture requires considerable hand labor which
cannot be mechanized. This is especially true for the high-quality furniture
of different antique styles, with carving or inlays, produced in Colombia.

To facilitate export of such furniture the better workshops could, with
advantage, move from artisan type operations to more efficient factory type
production methods, to reduce unit costs and improve volume and uniformity
of output.

As the size of individual furniture firms is small, they would
need a joint or cooperative organization for export promotion. A start in
this direction has already been made by one private organization of a few
manufacturers, and the official '"Fondo de Promocion de las Exportaciones".
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The mission contacted the following official or semi-official institutions:

- INDFERENA (Instituto de Desarrollo de los Recursos Naturales
Renovables)

ACOPI (Asociacion Colombiana Popular de Industriales)

- ANDI (Asociacion Nacional de Industriales)

Fondo de Promocion de las Exportacioness/Banco de la Republica

IFI (Instituto de Fomento Industrial)

Planeacion (Governmental planning office)

DANE (Departamento Administrativo Nacional de Estadistica)

CFC (Corporacion Financiera Colombiana)
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The mission visited vlants/offices of wood processing enterprises as indicated
below:

Sawn.wood (3 enterprises of different sizes)

Furniture (5 enterprises of different sizes)

- Plywood:and bIockboard (1 enterprise)

Decorative  face veneer (1 enterprise)

- Wooden doors,. textile bobbins and shuttles (1. enterprise)

-Wooden toys (2 enterprises)

Tmpregnated wood poles (1 enterprise)
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SELECTED DETAILS ON WOOD PRODUCTS

Sawn Wood

Considerable waste occurs during the processing of logs into
sawn wood. In the region of Narino, for example, the utilization factor
for conversion of logs into sawn lumber is only about .32. The main reason
for the relatively high percentage of waste is that logs are improperly
sawn; circular saws with larger cuts are used instead of band saws with
smaller cuts; and the quality of the cut is low in many sawmills; dimen-
sional accuracy should be improved. Kiln drying of sawn wood is extremely
rare; with very few exceptions, sawn lumber for export and local consumption
is seasoned in the air to about 25% of humidity. As air drying takes more
time and is less reliable than kiln drying, stocks in process are high, and
the end product is less uniform. Working capital involved in the process
is also somewhat excessive. :

It has not been possible to obtain direct data regarding the
volume of production of sawn wood in Colombia. Official statistics relate
to current value of sales. Export figures indicate that the cawmtry has
exported between 50,000 and 90,000 m3 per year during the past decade,
without a clearly established trend. The mission estimates, on the basis
of all available data, that_annual production of sawn timber in Colombia
amounted to about 185,000 m3 annually during the past several years, and
was shared more or less equally between export and domestic markets.

Considering the estimated growth rates for both the construction
and furniture industries, the average annual growth of local consumption
may be projected to be about 7% per year from 1968 on. This would lead to
domestic consumption of sawn wood in Colombia of about 145,000 m3 in 1975,

INDERENA has received several applications for new concessions
from export-oriented firms. If sanctioned, these would be capable of pro-
ducing about 200,000 m3 of sawn timber by 197S.

The total capacity for output of sawn timber in Colombia would
then be about 385,000 m3. Tt has been mentioned that the domestic market
would probably absorb about 145,000 m3; and about 245,000 m3 would be avail-
able for export. This appears to b? a reasonable target for 1975, in the
context of export of about 93,000 m° in 1968.

Mouldings

Three larger enterprises are supplying mouldings for export
mainly to the United States. In the past, local consumption of mouldings
was negligible. In 1966, for example, about 96% of the mouldings produced
in Colombia Wwereexported. It may be assumed that future development in
this field will depend on export prospects.



The larger producers offer about 10 or 12 types of mouldings
for export. Detween 1960 and 1966, production increased by 1i00% to 5.5
million meters.

One larger producer, who was interviewed, expects a further
rapid increase of exports of mouldings. It appears that by 1975 the total
annual output may increase to about 8 million m. per years.

Tongued and Grooved Laths

Almost the entire production is exported. Production decreased
between 1960 and 1966 by about 25%, to 627,000 m2.

Wood-Based Panels and Vensers

Table 5 gives some idea of the output of wood-based panels and
veneers in recent years. These quantities may be regarded as domestic
demand; there was only a negligible foreign trade in these items.

TABLE

LOCAL PRODUCTICN OF WOOD-BASED PANELS (INCLUDING VENEER) IN COLOMBIA

Decorative Chipboard & Blockboard & Fiberboard

Year Face Veneer Plywood Particle Board Battenboard (Hard & Soft)
1,000 m2 1,000 m° 1,000 m2 1,000 m2 1,000 m3

1960 3,336 15h 7
1561 pal 3,560 106 7
1962 26 3,319 L8 6
1963 12 L,775 L2s 6
196L L77 7
1965 16 2,700 2/ 530 8
1966 82 3,507 638 9
1967
1968
1969 2,000 Y 4,000 & 650 175 10

Notes: 1/ Estimate by mamfacturers.

2/ Estimate.
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Decorative face veneer (sliced) is produced by only two firms
in Colombia; the domestic market for face veneer is not yet developed.
The quality produced is good, considering the age and condition of machin-
ery and the quality of material used. There have been no possibilities
for export until now, because there is not a sufficient supply of veneer
logs of uniform color and texture for bulk productian. Only about six
species of wood in Colombia are considered suitable for production of
sliced face veneer. The most famous and valuable are caoba (Colombian
mahogany) and palo rosa (palisander).

Official statistics for the 8utput of decorative face venger
indicate a production of abait 20,000 m“ in 1961, and about 82,000 m
in 1966; but these figures do not appear to be correct. There are three
slicers ia the country, and their 1969 output is estimated at about 2
million m~.

The demand for high quality face veneer may not increase sub-
stantially in the near future. The three largest enterprises producing
wooden furniture amd radioc and television cases already use face veneer.
The processing of veneer requires, apart from knowhow, additional invest-
ment in new machinery. Therefore, the smaller furniture producers prefer
to produce furniture out of solid wood and plywoed.

An annual increase of 7% would result in a total consumptim
of face veneer by Colombian processors of about 3 million m¢ in 1975.
Improvement of the present log extraction system would be required for a
sufficient raw material supply for this volume of production.

Plywood and rotary-cut veneer for inner and outer layers are
increasing in production. According to the informati on of INDERENA, ply-
woed 1s produced by four large enterprises. Between 1960 and 1966, the 1/
recorded volume did not increase substantially from 3,500,000 m“ annually.=
Plywood of waterproof quality is used in Colombia mainly in shipbuilding
and in the cmstruction industry as concrete boarding. Non-waterproof
varieties are supplied %o the furniture industry. During the mission
investigations, no complaints were heard about the quality of Colombian
plywood.

Based on the trade estimate of a total production of L million m2
of plywood in 1969, and assuming an annual average increase of demand by 7%
it would appear that total production in 1979 should be about 6 million m<.

Chipboard and particle board are produced at present by only one
factory on the Atlantic Coast. From 1968 to 1966 the production rose four
times from 151,000 m¢ to about 600,000 m“ in 1966. This quantity was sold
mainly in the Colombian market. Production for 1969 is estimated at about
650,000 m2. Processors of this type of panel who were interviewed, appeared
to be satisfied with the quality of production.

1/ Ref: Table 5
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The majority of the small-scale artisam type enterprises, which
are mainly experienced in the processing of solid wood, cannot presently
use. chipboard. This raw material has been introduced to: the larger firms
in the furniture industry during the past few years; the rate.of increase:
in sales by about 10% per year during the years 1963-66 is not likely to
be maintained for the future. A 5% average annual increase in domestic

Colombian demand for the period 1967-75 would imply a demand for about
900,000 m? in 1975.

Blockboard and battenboard are wood-based: panels of higher
quality than chipboard; and they have processing properties that are simi-
lar to those of solid wood. There are no- reliable data in official statis-
tics to show the pvast production of these panels in Colombia. Considering
existing productionm capacity for battenboard in Cali and small-scale produc-
tion of blockboard in Medellin, the total volume of production in 1969 is
estimated at about 175,000 m@. If a 7% average annual increase of the
future domestic demand for this panel is assumed, production may rise to
about 260,000 m2 in 1975.

Fiherboard production in Colombia reached an annual output of
about 9,000 m> in 1966, compared to 7,000 m3 in 1960. Since 1963 the
anmual increase of sales in the local market has been about 1,000 m3. The
share of softboard in the total production in 1966 was about 10%

A 1967 investigation by the FAO into the wood-based panel industry
in Latin Amerisa projects a production volume of fiberboard in Colombia of
about 11,000 m°> in 1970 and about 16,000 m3 in 1975. The 1969 output was
about 10,000 m3, which shows a slower increase during the last 3 years than
during the 1963-66 period; but an annual demand of 16,000 m3 in 1975 seems to
be reasonable in view of further diversification of the Colombianr marmufacturing
indusgtry in the future.

Finished Products

The most important item in this group is furniture. Products of
less importance produced in Colombia are doors, window-frames, boxes and
crates for packing, and textile bobbins and shuttles. In addition, there
is a very small production of wooden toys. Also, the production of pre-
fabricated wooden houses was started some time ago. After some experience
in adequate treatment of the wood to keep it resistant against climatic and
vermin damage, this develpment could become important for low-cost. housing

programs.

Table 6 gives data on the trend of production of finished wood
products, as far as these data are available from officlal statistics.

The major part of furniture production in Colombia comes from
artisan type operations. Data available for 1967 show that 5 establishments
(out of the total mumber of 38lL) with more than 100 employees sach were
producing about 34# of the total recorded gross value of output of furniture.



Year

1960
1961
1962
1963
196L
1965
1966

TABLE 6

LOCAL PRODUCTION OF FURNITURE, DOORS, WINDOW FRAMES

Furniture ‘Doors Window frames
Index of Value of

Production Units Units
100 95,616 11,259

104 173,319 15,771

131 112,331 15,918

11k 128,005 9,603

96 175,8LL 12,616

111 1L3,411 1L,212
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Establishments with fewer than 20 persmms employed: (including
the owners) account for more than L4O% & the total employment. in: recorded
furmiture- production. Organization and production methods were- found inade-~
quate for-series production or-introduction of a second shift, even: im: enter-
orises with 50-70 employees. Even these larger enterprises are.more like
artisan: workshops: than modern industrial enterprises.

Colombian furniture producers offer a great.varitety of products; .
for example, antique furniture in various styles, with and without carving
and inlay, as well as. modern furniture of different designs. The majority:
of furniture inspected in workshops and exhibitions for sale was of a good
or very good quality and finish, except that:the hardware used, which is
locally produced, adversely affects: the appearance. of the. product, a. matter
which all the- furniture. preducers: interviewed complained.



