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FISCAL REFORM, STABILIZATION
AND STRUCTURAL ADJUSTMENT IN COLOMBIA

The role of conventional and unconventional tax reform

Guillermo Perry
Ana Maria Herrera
FEDESARROLLO
July 1983

l. SUMMARY

This paper examines three related issues: (1) the dynamics of
fiscal and external current account disequilibrium and ajustment in
Colombia during the eighties; (2) the strong dependence of colombian
public finances on commodity exports cycles and volume changes; and
(3) the role of conventional and unconventional tax reform in the
stabilization and structural adjustment process in the eighties and
early nineties.

As most latinamerican countries, Colombia suffered a strong
deterioration of the fiscal and external current account balances in the
early eighties. However, in contrast with most latinamerican
experiencies, neither these macroeconomic disequilibriums, nor the
ensuing stabilization process, were accompanied by strong variations
in inflation, growth or investment rates. Colombia grew faster than any
other latinamerican country during the decade -3.5% anually-,
investment rates increased continously -from 16% to 19% GDP-and
inflation was moderate and stable -around 20%-25%-. Section |
analyzes the reasons behind this apparently costiess adjustment
process. |

We argue that main causes were the following: (1) both the
initial disequilibrium and the ensuing macroeconomic adjustment were
due, to a large extent, to an underlying process of structural change:
high public investments in energy projects in the first half of the
decade, which produced high foreign exchange and fiscal revenues
during the second half; (2) as a result, the public sector turned into a
net exporter of goods and services, so real devaluation in the mid-
eighties contributed strongly not only to external but also to fiscal
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Conventional tax reform (immplying higher revenues from taxes
on non-commodity domestic activity) was a crucial element of
stabilization policies in 1974. However, as mentioned, it played a
minor roie during the stabilization process in the eigthies. Tax Reforms
after 1980 were determined by efficiency objectives, and not by
revenue goals. They were more related to structural reforms than to
stabilization efforts. Stabilization did not require a huge non-
commodity tax effort, and, in so far as new tax revenues were needed,
it was easier -politically and administratively speaking- to obtain
them rapidly from taxes on trade.

Afterwards, with the trade liberalization reforms of the early
nineties, such taxes were substituted by higher taxation on domestic
activity. As a result, in the long run (1) there has been a shift away
from trade to domestic taxes (mainly VAT); (2) income tax rates and
capital income taxation have been reduced, though direct taxes
revenues have increased; (3) provincial and municipal finances have
been strengthened; and (4) more important and better designed
intergovernmental transfer systems have been designed. . These issues
are examined in Section IV.

Il.  PAINLESS FISCAL AND EXTERNAL ADJUSTMENT.
A. The Facts

As most latinamerican economies, Colombia underwent a period
of growing macroeconomic disequilibriums during the first years of the
decade of the eighties, to some extent as a consequence of external
shocks (deterioration of terms of trade and rises in interest rates), and
was forced to adjust after the suspension of voluntary finantial flows
caused by the Mexican crisis of October 1982. However, neither the
initial macro disequilibriums, nor the ensuing adjustment process, led
to significantly higher inflation or lower growth, savings and
investment rates, in contrast with what happened to most other
countries in the region.
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Magnitudes involved in the fiscal disequilibriums and adjustment
processes were substantial (Tablesi and 3). Consolidated finances of
the Non-Finantial Public Sector (NFPS) went from a surplus in 1978/79
(0.8%/ 0.3% of GDP) to a deficit of 7.4% of GDP in 1983 (8.5% including
the quasifiscal deficit). By 1986, however, public finances were back
to equilibrium. In the following years, consolidated deficits oscilated
between 2.5% GDP (1988) to 0.6% GDP (1991) and a small surplus in
1992. The primary deficit was as high as 5.2% of GDP in 1983 and there
have been primary surpluses since 1986, higher than 3% GDP in the last
three years. The adjustment of national public finances was even more
significant, as. the deficit of regional and local public finances grew
from 1.1% GDP in 1980 to 4.4% GDP in 1991 (excluding transfers from
the national Government 1). See Section {V.C..

External accounts underwent a similar process of significant
initial disequilibrium . and posterior adjustment. The balance of
payments in current account went from a surplus in 1978/79 (1.1%
/1.6% of GDP) to a deficit of 7.8% of GDP in 1983. By 1986 equilibrium
was restored and there were surpluses higher than 3% GDP in 1991 and
1992. The currency was deppreciated by more than 50% in real terms
from 1984 to 1990.

Such apparently large macroeconomic disequilibriums and ensuing
adjustments had surprisingly little effect on overall macroeconomic
performance. Infiation rates were kept arcund 25% to 30% annually,
with the exception of 1983 to 1984, when they were reduced below
20%, in spite of rapidly growing fiscal deficits. The sharp real
devaluation of 1985 and 1986 was not accompanied by a significant
increase in inflation rates, as was the case in many other Latin
American countries attempts to deppreciate the currency.

Domestic savings fell from 19.6% of GDP in 1979/80 to 14.8% in
1983 (most of the reduction took place in public savings). However, the
reduction in domestic savings was matched by increased external
savings (from -1.6% of GDP in 1979 to 5.3% in 1982/1983 2), so fixed

1 These transters grew from 1.6% GODP in 1980 1o 3% GDP in 1991.

2 This was partially the result of declining international reserves.
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gross investment increased from 15.5% of GDP in 1979 to 17.2% of GDP
in 1983 3. External savings were reduced sharply from 1985 onwards,
but domestic savings rates increased again to more than 20% of GDP
since 1986, so fixed gross investment rates continued to increase up
to 19% GDP from 1988 onwards.

As a consequence, GDP growth in the eighties was not reduced as
much as in other Latin American countries where savings and
investment rates collapsed. Average growth was 3.5% annually, the
highest in the whole region during the decade and Colombia was the
only Latin American country where poverty levels decreased during the
eighties 4. Even more, growth slowed down during the disequilibrium
period (to an average of 2.2% during 1980 to 1983, with a low 0.9% in
1982) but recovered promptly in the adjustment period (to an average
of 4.5% during 1984-90). Still, such rates were lower than the average
of the seventies (5.5% per year).

The rest of this section is devoted to examine why such
seemingly large fiscal and external disequilibriums and ensuing
adjustments did have such a light influence on other macroeconomic
variables. To do so, we examine first to what extent the behaviour of
public finances was determined by autonomous fiscal policy changes or
by the effects of exogenous and endogenous macroeconomic changes.

B. Determinants of public finances behaviour.

The close relation between external and internal cycles s
apparent from Table 1 and graphs 1 and 2. Both growth and inflation
rates increased during export booms (1976/1979; 1985/1986) and
were reduced in the downturn of commodity prices (1979/1983).
Variations in the fiscal deficit or surplus followed closely those on the
Balance of Payments current account.

This behaviour of public finances was due largely to their
dependence on revenues derived from commodity exports (coffee and
oil) and to the development of large oil and coal export projects during

3 Inventory accumulation remained at about 2.7% of GDP in 1979 and 1983.
4 See ECLA studies.



11/8/93 6

the first half of the eighties. Measures taken to restore current account
equilibrium contributed also to fiscal improvement; and viceversa. Such
traits help to explain the efficiency of the adjustment process in the
second half of the eighties, as discussed below.

Tables 4 and 5 show the results of two slightly different
decomposition excercises of the determinants of public finances during
the disequilibrium phase of 1979 to 1983, the adjustment period from
1983 to 1986, and the years after 1986. In Table 4, we separate
changes in revenues derived from coffee and oil, as well as interest
payments, from other more autonomous revenues and expenditures.
Table 5 5 decomposes the fiscal effects of variations in external
variables (commodity export prices, coffee export volumes,
international interest rates) and of changes in the real exchange rate,
the internal interest rate and other internal macroeconomic variables
(including changes in oil import or export volumes 8) from those due to
"purely” autonomous policy changes.

From these tables it is apparent that the main factors explaining
observed variations in public finances were:

(1) TIhe cycles of coffee prices.

The downturn in coffee prices at the beginning of the eighties
reduced fiscal revenues by 1.3% of GDP. The boom in 1986 increased
them, transitorily, by 3.5% of GDP, contributing in a significant way to
the restoration of fiscal equilibrium in that year. See table 4.

It must also be noted that.the accumulation of international
reserves during the the cofee boom of 1977/1979 permitted to
postpone balance of payments adjustment up to 1985, when large
energy export projects were completed.

(2) The oil (and coal) export investments.

5 Table 5 rearranges results obtained in Cepal (1990).

6 Qil export volumes and cofiee export volumes are treated in a different way,
as the first are the result of defiberate invesiment and production decisions, while
the second were, at least until 1988, the result of market behaviour and quota
allocations of the International Coffee Agreement.
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The growth of oil (and coal) exports from 1986 onwards
contributed significantly to fiscal and external adjustment. Fiscal
revenues frem oil increased by 3.3% of GDP from 1983 to 1989 (3.7% of
GDP from 1980 to 1989 -see table 6-), so they contribute today near to
28% of consolidated public sector revenues 7. Oil and coal exports
represent now (1991) near 27% of total export revenues.

The development of such oil and coal export projects, during the
first half of the decade, explains partially the large increase in public
investment 8 that was the main cause of the growing fiscal deficit up
to 1983 (tables 4 and 5). Public investment in the energy-mining sector
increased from 2.3% to 4.6% of GDP between 1980 and 1985. It fell
abruptly in 1986 (to 1.9% of GDP by 1991), when those projects were
completed, thus facilitating the reduction of the fiscal deficit. The
evolution of such investments also had significant effects on the
Balance of Payments current account, due to their high import
intensity. ' '

Thus, the observed cycle during the eighties reflect, to a
non negligible extent, the development and proceeds of high yield
investments in foreign-exchange and fiscal -revenues producing
projects. To this extent, this was more a process of structural change,
than a typical cycle of macroeconomic disequilibrium and adjustment.

(3) The fiscal effects of real currency devaluation.

The development of these exports had another important -
immplication for the adjustment processs. Due to them, the public
sector became a net exporter of goods and services since 1985 (Table 7
and graph 3). Thus, the drastic real devaluations that took place during

7 Estimates of Table 6 include all royalty payments (including those paid to
regional and municipal governments), income taxes paid by Ecopelrol and its private
associates, Ecopetrol's after taxes operating surplus and gasoline taxes. Due to price
controls, overall revenues from internal sales are divided between gasoline taxes and
gross income 1o Ecopetrol in a rather arbitrary way.

8 It was also due to a deliberately countercyclical fiscal policy, facing the
depressive external cycle. The reduction of coffee growers incomes, due to falling
coffee prices and export volumes, had an important depressive effect on aggregate
demand.
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1985 and 1986 to help restore external equilibrium, had as well a
significant positive effect on the fiscal balance. This was the more S0,
given the high yield of tax revenues based on imports (both tariffs,
special taxes and VAT) by 1986.

(4) The increase in import taxes

As a matter of fact, increases in import taxes was the most
important "autonomous" fiscal policy measure of the initial adjustment
period (1983/1986). See tables 4 and 5. Such increases also helped the
restoration of Balance of Payments current account equilibrium and
increased, in the short run, effective demand on domestic production.

(5) Non-energy expenditures were not reduced. and taxes on
domestic activity were not _increased initially.

As a consequence of these facts, fiscal adjustment in Colombia,
in sharp contrast to other Latinamerican experiences in the eighties,
did not have to rely on drastic cuts in infraestructure investment or
social current expenditures. Non-energy public investment increased
from 3.7% to 5.4% of GDP from 1984 to 1989, and Central
Administration current expenditures from 6.9% to 7.3% of GDP. Neither
was it based, initially, on drastic increases in taxes on domestic
activity. Evenmore, income tax rates and, specially, taxation of capital
incomes were significantly reduced in 1988. After 1990, due to tariff
reductions associated with a processs of trade liberalization, VAT and
income taxes rates were increased. In other words, conventional tax
reform had little to do with the stabilization process and was more
related to efficiency objectives and structural reforms (Section 1V).

C. Synthesis. Reasons behind the painless adjustment.

Fiscal adjustment in the second half of the eighties was
basically due to revenues derived from increasing oil exports, the
natural reduction of energy investments after the large oil and coal
export projects were completed, the positive fiscal effects of real
devaluation, increases in import taxes and tariffs and, intially, to the



11/8/93 9

coffee boom of 1986. The disequilibriums at the beginning of the
eighties were, in turn, largely the result of the coffee cycle and
increased investments, both to develop oil and coal exports as well as
part of a deliberate countercyclical policy. Thus infraestructure non-
energy public investments and social current expenditures increased
during the decade and taxes on domestic activity were not increased, at
least during the first phases of the adjustment process. These facts
help to explain why neither savings, nor investment or growth rates
were significantly reduced in the eighties and why poverty did not
increase during that decade 9.

Efficiency of adjustment was also due to the fact that exogenous
variables contributed simultaneously to fiscal and current account
adjustment (the coffee boom of 1986 and the development of oil and
coal exports) and measures taken to restore current account
equilibrium contributed also to fiscal improvement (real exchange
devaluation) and viceversa (increases in import taxes).

A final reason lies in the very efficient adjustment of the real
exchange rate. A substantial real devaluation took place in 1985 and
1986. Neither did it have important inflationary effects, nor did it
reduce real wages significantly. The latter had increased in the
previous years due to the reduction in inflation rates. Thus, initial
recessive effects were largely avoided and the rapid response of
nontraditional exports contributed to the acceleration of growth, which
was caused, in the first place, by the coffee boom of 1986,

The efficiency of real exchange rate adjustment shows a sharp
contrast with other Latinamerican experiences. In countries such as
Argentina and Mexico real devaluations were accompanied by sharp
surges in the inflation rate, drastic reductions in real wages and strong
initial recessive effects. Several factors explain such differential
behaviour: in Colombia indexation was less generalized, wage and price
contracts had longer durations, non tradeables were a higher proportion
of wage goods and real devaluation had positive net effects on public

9 This was also due to the very unusual behaviour of real wages. Real wages
increased significantly from 1980 to 1983, due to the reduction of infiation rates ,
and they suffered afterwards just a slight reduction (from 1985 onwards}, in spite
of the strong currency deppreciation. See Cepal (1990).
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finances 10. Also, real devaluation was the result of an unexpected
acceleration in the crawling peg instituted since 1967, and not of a
massive nominal devaluation, and it was accompanied by fiscal and
monetary restraint.

1l. EXTERNAL CYCLES AND PUBLIC FINANCE STABILIZATION.
THE ROLE OF UNCONVENTIONAL TAX REFORM.

A. Commodity export prices and public finances instability.

As aiready mentioned, globa! fiscal revenues have been highly
dependent on commodity exports: initially from coffee and, since 1986,
increasingly from oil. Qil related revenues account today for nearly 28%
of consolidated public revenues. This is by no means an exclusive trait
of Colombian public finances: just in Latinamerica, Venezuela, Ecuador
and Bolivia's fiscal revenues are much more dependent on oil revenues:
Chilean public finances are similarly dependent on fiscal revenues from
copper exports and oil related revenues are also a high proportion of
Mexican and Peruvian tax revenues. :

: In such circumstances, conventional measures of fiscal
equilibrium, with no relation to the evolution of commodity price
cycles, are misguiding and conventional deficit "goails" are clearly
inappropriate. Foilowing them blindly may just exacerbate internal
instability generated by external cycles.

Theoretical considerations.

To clarify this point, let's suppose such an economy in an initial
macroeconomic equilibrium in the presence of expected average
commodity prices and superimpose a temporary commodity price boom.
Initial equilibrium values of non-commodity national income (Y),
commodity prices (P), real exchange rate (E), imports (M), non-

10 See Perry, G. and A.M. Herrera, iDB, 1993. Chile also achieved an efficient
adjustment of the real exchange rate (from 1983 to 1988) and shares some of this
characteristics with Colombia.
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commodity (X) and commodity (Xc) exports, government expenditures
(G), taxes (T), private investment (Ip) and private savings {Sp), are
denoted by * and related by the national income identity equation:

(1) M(Y*, E*) - X(E) - Xe (P*) = (G* - T*(Y") - (Ip* - Sp(Y"))

Let us further assume that the increase in export revenues due to
the temporary price boom (X') translates into an equivalent increase on
government revenues (oil is only produced by a state agency) and that it
is wholly saved in such a way that G does not increase and E does not
change (we assume, for the moment, that the Central Bank is able to
control the real exchange rate). We also assume away wealth effects
affecting either private investment or consumption. In such a situation
neither Y, nor M or X change. The only effect of the price boom would be
to reduce the initial current account and fiscal deficits (or increase -
the respective surpluses) by X"

(1) M(Y", E*) - X( E") - Xc (P*) - X' = (G* - T*(Y") - X) - (Ip* - Sp(Y"))

In other words, there would be an improvement in the external
and fiscal accounts, but the underlying macroeconomic equilibrium
would remain untouched. A symmetrical situation would be obtained if
we assume a fall of X' in the value of commodity exports and G and E
remain at the same level. The economy remains in the initial
equilibrium, notwithstanding the fact that external and fiscal accounts
improve, in the first case, or deteriorate in the second case.

Policy responses may, however, be different. Government
expenditures may increase (decrease) in response to such temporay
increases (decreases) in fiscal revenues. The real exchange rate may be
allowed to appreciate (depreciate) in response to such temporay
increases (decreases) in foreign exchange earnings.

| Thus, through inappropriate policy responses, the cycle in
international commodity prices would translate into:
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(1) A cyclical pattern of public expenditures and, consequently,
of the level of economic activity and inflation. This, in turn, would
induce private investment cycles, reduce the efficiency of investment
decisions and their profitability and, thus, ultimately decrease
investment and growth rates.

Such cycles would have additional net costs, as costs associated
with drastic reductions of public expenditures when commodity prices
feli (cost overruns in delayed or suspended investment p'rojects and
social programs, firings of public employees, reductions in public real
wages, etc) will probably exceed the benefits associated with
additional expenditures in boom periods (marginal or ill-studied
projects, excessive increases of public employment and remunerations,
etc.).

(2) A cyclical pattern of the real exchange rate, which would
introduce considerable uncertainty for private investment in tradable
goods, reduce its efficiency and profitabilty and, ultimately, reduce
investment rates . Further, this pattern may induce effects of the
"Dutch Desease” type during booms: overinvestment in the commodity
and a deterioration of manufacturing industry and other activities that
produce tradable goods and services, caused by increases in the
relative prices of non tradable goods and appreciation of the local
currency. To the extent that there are positive externalities
associated with exports, and with. tradable goods and services in
‘general, this effect will further reduce long term grdwth. The
weakening of the tradable goods sector during booms may also lead to
severe exchange crisis when commodity prices fell.

Thus, higher instability and uncertainty caused by these
variations would have effects on long run growth rates due to their
effect on investment rates and efficiency, as well as to "Dutch disease"
effects. As a consequence, they may affect citizens welfare both by
reducing long-run average consumption and by inducing variations in
consumption over time.

Things "are, naturally, less simple than assumed. Normally not all
the commodity net revenues will be appropriated by Government and
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there are wealth effects: thus, private investment and consumption
will increase during booms even if government expenditures and the
real exchange rate remain unchanged. In some cases, as in coffee in
Colombia, the problem is to moderate fluctuations in producer incomes,
to avoid -or moderate- their investment and consumption cycles.

Evenmore, the pattern of variations in commodity prices is highly
uncertain (if it were not, one could venture that private agents would
take appropriate stabilizing actions, no matter what government's
would do). Thus, the appropriate policy response would not be "perfect”
stabilization. Not all the extra "boom" revenues should be saved, neither
should the exchange rate remain unchanged. Besides, Central Bank
interventions may affect, but not determine, the real exchange rate.

However, the above stylized discussion show that Governments
shouid attempt to moderate the internal effects of cycles in commodity
prices, both through saving at least part of excess fiscal revenues {or
excess producer incomes) and foreign exchange earnings during booms,
in order to avoid large swings in public expenditure and the real
exchange rate.

Stabitization in practice: the need for 'Stabi!izarion_
Funds.

Pressures to overspend and to over-appreciate during booms may
be effectively resisted only if appropriate institutional mechanisms,
such as Stabilization Funds, are created and compulsory saving rules
are established. The Colombian experience with the management of
coffee booms is worth reviewing.

Government and the Coffee Growers Federation (Fedecafe) set the
intervention price paid by the National Coffee Fund to buy part of the
crop (private exporters would have to pay at least this price). The Fund
receives income from the so called coffee retention (a variable
percentage of coffee exports, that is paid in cash or in kind) and the ad-
valorem tax on exports. Additionally, it may generate profits or losses
in its direct coffee exports.
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Government agrees with Fedecafe on uses of Fund surpluses:
sterilization, financing of public investment, expeditures of Coffee
Commitees -in physical or social infrastructure in coffee zones -or
other real or financial investments.

The handling of these instruments varied significantly in
different booms.

During the boom of 1976/79 a sizeable part of the increase in
international prices was transfered to producers. Even though the rest
of economic policy was handled in ‘a countercyclical fashion, Dutch
Disease effects could not be avoided. There was excessive investment
in coffee (which made very difficuit macroeconomic management when
prices fell afterwards), crowding out of public and private investment
in other sectors (especially in manufacturing), an exchange rate
appreciation and reductions of taxes on domestic activity. All this
resulted in greater vulnerability of the external sector and of public
finances during the phase of lower coffee prices ",

The "mini-boom" of 1986 was handled in a different way.
Increased revenues were transfered to a minimun extent to producers
and the surplus of the National Coffee Fund was used to increase its
liguidity (so it could finance without difficulties the purchasing of
crops during the years of falling prices after 1987, until the colapse of
the International Coffee Agreement reduced prices bellow the
historical minimum). The surplus was partly sterilized in the Central
Bank and used for external public debt reduction, without creating
pressures on internal interest rates. Investment in coffee increased
“moderately and the real devaluation and fisca! adjustment processes
initiated in 1985 were not interrupted. There was no crowding out of
other investment, public or private. Weakening of tradable sectors and
of public finances was avoided, in contrast with what happenned during
the previous boom.

L For a detailed discussion of this experience, see, among others Perry, G., R.
Junguito and Nohora de Junguito(1981); Ocampo, J.A. and E. Reveiz (1979).
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In recent years Colombian public finances have become more
dependent on oil incomes (nearly 4% of GDP in 1989) than on coffee.
This tendency will continue due to additional recent oil findings. In
1991 a decree was issued to force income received by Ecopetrol in
excess of a specific price to be used only for investment and debt
service of state owned energy enterprises. Such an arrengement,
though, is far from a proper Stabilizing Fund. Public expenditures may
be increased during the booms by releasing funds previously used to
finance such energy expenditures, through Fund financing. Also, there
are no rules for the amounts that may be drawn from the Fund to
finance public expenditure during phases of low oil prices.

The experience of other oil-exporting countries during the oii
boom of the seventies show that, when there are no pre-established
mechanisms to force savings of temporary surpluses, Governments
would hardly succeed in avoiding pressures, or temptations, of using
part or all of the temporary surplus and even more, given their greater
access to foreign credit. Even when these mechanisms are available,
but rules have a discretionary character, it is difficult to save all or
most of the temporary surplus, as happened in Colombia during the
coffee boom of 1976/80.

Similarly, during periods of price reductions, if there are no
savings from previous booms or wide access to external borrowings
(which is generally reduced in such periods), it is not possible to
maintain public expenditure.

Things become worse if rigid rules are followed regarding
quantitative targets of fiscal deficits, without considering these short
run or cyclical components derived from cycles of commodity prices.
In such a case, the evolution of public finances amplifies the
consequences of external shocks on aggegate demand and, thus, on
inflation, real exchange and growth rates.

B. Managing quantity export booms.
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Colombia has recently found substantial oil reserves, which will
double current reserve levels and triple current oil exports during the
years of maximum production of the new fields. The present value of
net additional funds provided by these discoveries amount to near 29%
of current GDP. Even the additional investment needed for developping
the new fields and their transport system will have a non-negligible
effect on growth rates and inflationary pressures (Scenario A in Table
8).

A recent study by Fedesarrollo 12 gshowed that short run
macroeconomic performance will depend critically on exchange rate
and fiscal policy responses to the boom. In particular, a strong
appreciation of the currency would depress short run growth rates
below those that would have prevailed without the discoveries. If, on
the other hand, the real exchange rate does not change, and public
expenditures increase substantially, inflation rates will be above
current decreasing trends.

A proper coordination of exchange rate and fiscal policy faces an
institutional problem, which renders itself to be analyzed within the
framework of game theory. The Central Bank, since 1991, is
autonomously in charge of both monetary and exchange rate policies and
its constitutional goal is price stability. Thus, it will be tempted to fix
- the nominal exchange rate in order to achieve a rapid reduction in
inflation rates, while asking the Government to compensate for the
negative effects of real appreciation on public finances, through a
severe restriction in public expenditures. In such an scenario, inflation
rates would be indeed reduced rapidly, but short run growth rates
would be lower than without the oil discveries (Scenario B). Thus, both
because the poor growth performance and the strong restriction in
public investment, this option would not be acceptable for the
Government.

The Government, on the other hand, would prefer to use part of
the additional revenues to increase badly needed public investment and
current social expenditures, while asking the Central Bank to avoid
currency appreciation in order to maintain reasonable growth and

12 Lora, E., Perry, G. and Barrera, F., (1993).
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employment levels. This Scenario results in high growth rates, but
inflation rates would also be higher that without the development of
the oil discoveries (Scenario C). Thus, this option would not be
acceptable for the Central Bank.

If there is no coordination, the Central Bank will fix the nominal
exchange rate as in Scenario B and the Government will increase public
expenditures as in Scenario C. The results of these non-cooperative
Scenario (D) would be worrisome indeed: growth rates below historical
trends and rapidly growing fiscal and Balance of Payments deficits,
which will not be sustainable unless new major oil findings come to
the rescue (at best, a highly uncertain event).

A Cooperative Scenaric (E), in contrast, would achieve higher
growth rates, lower inflation rates and lower (and very moderate)
fiscal and current account deficits, in comparison with the base case
(trends without the recent oil discoveries). It could be, then, a
compromise solution in which both authorities would "win" , as
compared to a case in which the oil discoveries would remain
undevelopped.

Three difficulties stand in the way of such a cooperative solution.
First, it is not a stable solution. In particular, at least one of the
authorities (the Central Bank) may win, with respect to its anti-
inflationary objectives, if it opts out, even if by doing so the
Government may also opt out. Second, the Government may not be able
to resist the political pressures for higher spending levels. Third, the
cooperative scenario may not be credible -specially, given the previous
considerations-, so private _economic agents may entail higher
appreciation and inflationary expectations, destabilizing speculative
private capital flows may develop and higher exchange rate
appreciation may become unavoidable.

Thus, an external rule has to be imposed on both authorities in
order to reduce the possibilities of default and give credibility to the
Cooperative Scenario. Such an external rule may take the form of a
Stabilization Fund, created by Law. The Fund would receive a
predetermined percentage of additional revenues and would have to
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invest its resources abroad, until oil production from recent
discoveries begin to decline. The Fund could not be used as colateral for
borrowing abroad and it would not be part of international reserves
administered by the Central Bank. Thus, it could not be used for
excessive increases of public expenditure, nor to finance a drastic
currency appreciation.

IV. THE ROLE OF CONVENTIONAL TAX REFORM IN
STABILIZATION AND STRUCTURAL ADJUSTMENT

PROCESSES
A. Tax Reform Episodes.
1974: stabilization and structural considerations.

For the last two decades the tax structure has undergone an
almost continous process of reforms, starting in 1974, when all
national taxes were restructured. This reform was introduced as part
of a Stabilization Plan: the annual inflation rate had increased from
less than 10% in 1970 to near 30%, partly as a .consequence of an
increasing fiscal deficit. It was also intended to simplify the tax
structure, and make it more neutral and progressive. It reduced or
eliminated a great number of minor taxes and concentrated revenues in
the income tax and the VAT.

Main changes in the income tax were the following:

(1) Simplification and reduction of the rate structure of the
business tax. From 4 different taxes, 4 different regimes and
progressive rates (that could amount, together, up to 72%) to single a
tax, two regimes and fixed rates: 40% for corporation and 20% for
limited liability companies (partners of limited liability companies
paid tax on total profits and stock owners only on distributed
dividends);

(2) Increased progressivity on rate structure (till 56%) and tax
exemptions in the income and wealth tax for individuals.
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(3) Supression of most capital income exemptions, including
those on capital gains. These were taxed with the general rate for
business and with a reduced rate, but progressive with total income,
for individuals.

(4) Establishment of a general regime of minimal pressumed
income, based on net wealth (8% of net wealith).

(5) Introduction of inflation adjustments in the rate structure
and on assets costs to determine capital gains.

The sales tax on manufactured goods allowed for the deduction of
taxes on some imputs, since its creation (1965). It was turned into a
VAT at the manufacturing and import level in 1974: primary sectors
and domestic trade were still excluded. The VAT is of the credit-type,
with rebates for exports. It was an income type VAT, as it did not
allow deduction of taxes paid on capital goods. Average rate was raised
to 15% (from 6%) and rate dispersion was increased: 0% for food, drugs,
etc.; 6% for other wage-goods and 35% for luxury goods (cars, jewelry,
etc,). A wide list of taxed services was also included.

In 1977 and 1979 exemption regimes were extended and the
minimun pressumed income regime was weakened, in the face of a rise
in revenues due to the coffee boom.

1983: efficiency and descentralization considerations.

The next episod of tax reform took place in 1983, under
conditions of increasing fiscal desequilibrium. Exemptions were again
reduced, the minimun pressumed income regime was strenghtened,
partial adjustments due to inflation were applied on interest proceeds
received by individuals, withholding and advanced payments were
extended and rate structures were simplified. VAT was extended to
retail trade, its rate was unified in 10% (a few goods remained in 35%)
and the list of taxed services was extended.
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Departments and Municipalities gained autonomy in the setting of
rates and exemptions on the taxes they were in charge of. The bases of
these taxes were modernized and inflation adjustments were
introduced for the base of the property tax. These measures were part
of a package of reforms which pointed towards fiscal
descentralization.

The reform did not succeed in increasing national revenues, but
the secular declining trend of Departamental and Municipal revenues
came to a hait, and even gained participation in overall fiscal revenues
thereafter.

1986: adequating the tax structure to international
capital mobility.

The third important episod of tax reform took place in 1886. The
main objective of this reform was to adequate the income tax structure
to the U. S. tax reform of the same year, reducing rates and,
'specifically taxation of capital income. The business tax regime was
unified into a rate of 30% and dividends and profits of limited liability
companies were taxed no more under the individual income tax; the
Government was authorized to reduce the rate of the remittance tax (it
was graduaily reduced from 30% to 12%) and capital gains on stock
sales were exempted. The maximum marginal rate for individuals was
also reduced from 49% to 30%. |

As a compensation for lost revenues the growing surplus of the
QOil State firm (derived from new exports, as a consequence of
discoveries made in 1983), were transferred to the budget as income
tax and non-tax revenues. Aditionally, some exemptions were
eliminated, the withholding system was extended to almost all
transactions, and a generous amnesty was granted to induce capital
declaration of hidden assetts and capital repatriation. |

Finally, Congress authorized the Government to introduce full
inflation adjustments in the balance sheets of businesses, with the aim
of eliminating previous tax incentives in favor of indebtness and
against equity, and to reduce the tax on personal net wealth. A system
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of inflation adjustments similar to the Chilean was adopted in 1988, to
be applied from 1992 onward, and the tax on personal net wealth was
eliminated since that year, with the aim of further stimulating capital
repatriation.

1990/1992: substituting trade taxes for domestic laxes.

In 1990 an agressive process of import liberalization was
initiated. All non-tariff restrictions were inmediatelly eliminated
and, the sum of the general surtax on imports and the average nominal
tariff was reduced from 44% to 11.4% in two years time. In addition,
trade with Venezuela and Ecuador was totally untaxed. The VAT rate
was raised from 10% to 12% in 1991, and to 14% from 1993 onwards,
and its base was extended by the inclusion of new services, in order to
compensate for loss collections on trade taxes and to obtain additional
resources needed for internal security and to - finance additional
expenses due to the Constitutional reform of 1991.

With the same purpose a temporary surtax on income was
established (and raised to 25% from 1992 onwards) and specific taxes
were established on coal and oil production. These were called "war
taxes". The 1992 reform also introduced investment and research and
- development incentives. In the same vein, it ‘allowed deduction (from
the income tax) of VAT paid in the purchase of capital goods. |

B. Evolution of the tax structure

Colombia has been characterized by a relatively low and stable
tax burden, between 13% and 14% of GDP, with a slight tendency to
increase in recent years. (Table 9)

Approximately two thirds of tax revenues belong to the Central
Administration (between 8% and 10% of GDP) and 16% additionally to
national descentralized agencies. Departaments gather about 11% of
total tax revenues and Municipalities around 7%.

The share of direct taxes has been variable and high, as compared
to latinamerican standards. From a peak of 5% of GDP by the end of the
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fitties, it went to a low 3.5% of GDP in 1974 (Table 10 A). The 1975
tax reform raised it to 4.5% of GDP, it declined once more to 2.6% in
1981 and 1982, to rise again to 5% in 1991 (a higher figure is expected
in 1992 and 1993, due to the 1992 tax reform). Direct taxes
represented 48.4% of total national tax revenues in 1991 (Table 10 B)

The sales tax, established in 1965, turned into VAT at a
manufacturer's level in 1974 and extended to retail trade in 1983, has
been continously growing in importance: from 0.8% of GDP in 1970 to
3.1% in 1991 (and from 9% to 30% of total national tax revenues).

The tax on gasoline has been low as compared to international
standards. It declined from 0.6% to 0.4% of GDP from the early 70's to
the middle of that decade, it then increased to 0.9% of GDP in 1981 and
has remained around 0.7% of GDP since - 1986. These variations have
followed the changes on real domestic prices, which fell at the
beginning of the 1970's, with the speeding up of the inflationary
process, and since then have followed the changes of international
prices, though remaining at inferior levels.

Other internal taxes (stamp duties, official stamped paper, etc)
have declined continously (from 0.6% to 0.15% of GDP in 1971 to 0.15%
in 1990) o
Import tariffs, were reduced from 1.9% of GDP (in 1970) to 1.1% in
1984. They were then raised up to 2.3% of GDP in 1987 (representing
around 23% of National tax revenues in that year}, as part of the fiscal
adjustment effort of the mid eighties. From then on import tariffs
have been lowered as a consequence of the process of trade
liberalization. In 1991 they ammounted 1.4% of GDP (13.3% of national
tax revenues) and it is expected that this figure will be reduced to
about 1% of GDP in 1993.

Finally, taxes on coffee exports declined from a top level of 0.9%
of GDP in 1977 (years of cofee boom) to 0.04% of GDP in 1991, as a
consequence both of declining international prices and rate reductions.
This tax was eliminated in 1992,
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As in other countries that have liberalized their economies, there
has been a recent tendency to substitute taxes on foreign trade for
taxes on domestic activity. The share of the former has declined from
30-35% of national tax revenues, at the beginning of the 70's, to 16% in
1991. This trend appears less striking when VAT on imports is
registered as a tax on trade (from 30-37%, at the beginning of the 70's,
and between 1985 and 1988, to 23% in 1991).

C. The drive towards descentralization.

Fiscal adjustment in the second half of the past decade took place
in the public sector at the national level, whereas the deficit
originated at the Department and Municipal levels (excluding transfers)
grew continually during the decade (by 3.2% of GDP), as a consequence
of a deliberate poiicy of descentralizing public expenditure. Indeed,
total expenditure was reduced at the national level during the decade,
while there was an increase in Departmental expenses (from 3.7% to
4.5% of GDP) and, particularly, in the Municipalities (from 2.5% to 5.4%
of GDP). Specially dramatic was the change in composition of public
investment: while capital expenditures of Municipalities increased
from 1.2% to 3.1% of GDP and those of Departments from 0.7% to 1.1%
of GDP, capital 'expenditu'res at the national level were reduced from
4.6% to 3% of GDP. (Table 11).

Fiscal adjustment at the national level came basically from
public enterprises (whose accounts went from a deficit of 1.8% in 1980
and 3.1% in 1983 to a surplus of to 2% GDP at the end of the decade -
excluding transfers-), rather than from the Central Administration
(whose accounts registered a similar surplus at the end and beginning
of the decade -excluding transfers-, even though it suffered a
deterioration until 1984) .

The reduction of investment at the national level took place mainly in
public enterprises (from 3.8% to 1.4% of GDP between 1985 and 1990)
and, secondly, in descentralized agencies.  Similarly, during the period
of expediture increase (in the first half of the decade), the large
increase in investments took place in public enterprises (from 2.1% to
3.8% of GDP). These drastic changés in public enterprises accounts
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were due, largely, to the development and maturing of the export energy
projects, mentioned above. There was also a significant increase in
tariffs of public services during the decade.

The continuous deficit increase in Departments and Municipalities
was covered with growing transfers from the national budget.
“Automatic” transfers to territorial entities increased from 14.4% of
current revenues of the National Central Administration in 1980 to
20.9% in 1986 and to 23.4% in 1990. Those of a discretionary character
came to represent 7.5% of current revenues in 1991 13. Nevertheless,
this increase was compensated to a large extent by the reduction of
transfers to descentralized entities and public enterprises at the
national level. Thus, net transfers of the national central
administration to the rest of the public sector increased slightly from
71% of GDP in 1980 to 8% in 1982 and were reduced then to 6.4% in
1990.

The task of national fiscal authorities was thus limited, to a
great extent, to establish appropiate mechanisms for the transfer of
resources from public enterprises to the national government (by
means of legal changes that allowed for royalty, income tax and
commercial profits transfers) and to reduced transfers to
descentralized agencies, in order to finance the increasing transfers to
Departments and Municipalities as well as the deficit originating in the
Central Administration. Thus, new oil revenues helped both financing
the descentralization effort and the fiscal adjustment.

The constitutional reform of 1991 ordered a further
descentraliation of expenditure and, consequently, a further increase of
transfers of national resources, specially in favor of Municipalities.
As a consequence, total transfers to territorial entities will increase
from 32.7% of current revenues of the Central Government in 1992
(including 7.5% of the discretional transfers to education and health
services), to about 36.6% in 1993 and 47% in the year 2002 14,

Several questions remain open:

13 See Perry, G. and J. A. Rodriguez (1991).
4 Op. cit.
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(1) Will it be possible, as ordered by the new Constitution, to
make even transfers of expenditure responsabilities and resources to
territorial entities?. Past experience, in particular with transfers of
resources and responsabilities ordered by Law 12 of 1986 shows the
huge difficulty entailed in achieving this goal.

(2) If the continuation of the descentralizion process requires
additional revenues, to what extent will they come from increasing
fiscal revenues derived from the new oil findings, as occurred in the
past, or from a greater fiscal effort of the Central Administration or of
Departments and Municipalities?.

The new Constitution gives greater tax autonomy to territorial
entities and contemplates that transfer distribution should be based on
criteria that inciude their fiscal effort and their administrative
efficiency (apart from the target population of the services rendered
‘and unsatisfied basic needs). Previous experience suggest that some
additional tax effort may be expected from municipalities, but not from
Departments.

Municipal tax revenues increased rapidly since the tax reform of
1983 gave greater tax autonomy to these entities (with respect to
rates, within bounds, and exemptions), while they had declined before
for decades (Table 12A). However most of the increase took place in the
so called "Industry and Commerce" tax (Table 12B), which has evolved
towards an inefficient cascade sales tax. Departmental revenues did
not increase with respect to GDP after the 1983 tax reform, though
their secular decline came to a halt. The inelasticity of most
Departmental taxes (tobacco, liquor, beer) makes a future rising
trendvery improbable.

The precise effect of these Constitutional norms will depend on
their legal and administrative development. This will be an outstanding
area of fiscal reform and debate during the next years.

V. A FEW CONCLUSIONS.
TAX REFORM AND STRUCTURAL REFORM.
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Two main conclusions are derived from this study.

First, from the analysis in Sections Il and IV, it is clear that
conventional tax reforms (reform of permanent and structural features
of the tax system), in the eighties and early nineties, had little to do
with stabilization programs and were more related to the overall
structural reform process.

As a general trend, something similar happened in other
latinamerican countries 15, The initial fiscal policy reaction to the
fiscal crisis of the first half of the eighties was based in most
countries in sharp cuts of public expenditure and temporal increases in
trade taxes and minor taxes (on fuels, on financial transactions, etc.).
The most basic domestic taxes (income taxes and VAT) played a small
role in early stabilization efforts.

Colombia was an exception with regard to drastic expenditure
cuts: it did not have to reduce non-energy investments or social
expenditures, which help to explain the exceptionally mild effects of
macroeconomic adjustment on investment and growth rates. As far as
it needed an autonomous fiscal adjustment, it relied initially on sharp
increases in import taxes. Short run adjustment was largely facilitated
Dy the peculiar characteristics of the fiscal disequilibrium/adjustment
process of the eighties in Colombia: a process more related to the
fiscal effects of external cycles and public investment in energy export
projects, than to structural defficiencies and corrections in the
conventional tax system.

However, most latinamerican countries undertook substantial
structural reform efforts on the basic domestic taxes from the mid
eighties onwards and such efforts were related to the general
structural reform process: trade and financial liberalization, internal
market deregulations and fiscal descentralization '6. This was
certainly the case in Colombia.

15 See Perry, G. and AM. Herrera, (1993).
16 Ibld
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Structural reform in the broad domestic taxes was a consequence
of the overall structural reform process due to several reasons:

(1) There has been a growing consensus in the fact that
permanent and credible fiscal equilibrium is absolutely crucial in the
more open economies of the early nineties. A significant fiscal
disequilibrium in an open economy has immediate consequences on both
the current account (a rapid increase in imports}) and the capital
account of the balance of payments (an increase in external
indebtedness even if the fiscal deficit is financed domestically, as in
this case there will be an increase in private capital inflows as a
response to growing internal interest rates). In a closed economy the
consequences on the current account could be moderated by
strengthening of import controls and those on the capital account by
restrictions on capital flows, at least in the short run.

(2) Drastic expenditure cuts or increases in trade and minor
taxes can not be permanent, neither credible. Trade competitiveness
require increased infraestructure and human capital expenditures.
Taxes on trade or financial transactions run against trade and finantial
liberalization. Excessive energy taxes put a burden on international
competitiveness. Minor inefficient taxes have the same effect. Thus,
permanent and credible fiscal equilibrium need to be based on a
strengthening of broad-based domestic taxes (income taxes and VAT).

(3) There is a further need to substitute taxes on trade by taxes
on domestic activity, as a result of trade reform. Taxes on imports
increased with import liberalization in the short run in some
latinamerican countries where protection was based more on
quantitave restrictions than on tariffs and where elimination of
exemptions and the way in which nominal tariffs were reduced
permitted an initial increase in the average effective tariff 17. This
was not the case in Colombia. In Colombia, as in some other
latinamerican countries, the reduction of tariffs has gone pari-passu

17 Ibid. Even in these cases import laxes reduced their importance in the long
run.



11/8/93 28

with increases in VAT rates, as some recent analytical developments
have recomended 18,

(4) Given the limited bases of most regional and local taxes,
and the inelasticities of some of them, fiscal decentralization has
required increased transfers from national revenues and, thus, has put
more pressure on increasing revenues from VAT and income taxes. This
pressure has been somewhat moderated in Colombia by the availability
of growing fiscal revenues from oil exports. The whole area of regional
and municipal taxation and a proper design of revenue transfers remain
high on the fiscal reform agenda for the nineties.

(5) At the same time, the greater capital mobility related to
finantial liberalization, has put pressure on reduction of corporate and
income tax rates and, more generally, on reducing nominal taxation of
capital income. The reduction of rates, exemption of dividends and
capital gains on stocks (1986), the introduction of full inflation
adjustments in the balance sheet of enterprises, the reduction of
remittance taxes and the repeal of the personal net wealth tax (from
1992 onwards), have all been justified on such grounds. Similar
developments have taken place in most major latinamerican countries.
The US tax reform of 1986 had a large influence on these developments.

(6) The observed need to increase revenues on a permanent
basis, however, required to broaden bases (eliminating or reducing
exemptions and special deductions), both in income taxes and the VAT,
widening the scope of withho!ding'and current payment systems and
strengthening tax administration. In the case of Colombia (and in some
other latinamerican countries) it has required some reversal of the
previous reduction in corporation and personal income tax marginal
rates.

The second major conclusion of this paper (Section Ili) is that
some of the most outstanding fiscal reform issues relate more to what
we have called "unconventional" tax reform, than to conventional topics
of tax reform. In the case of Colombia, besides the fiscal federalism
iIssues, they refer particularly to the need to establish institutions for

18 See Mitra, P. (1990).
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estabiiishing the "expendable" fiscal revenues derived from primary
exports (first coffee, now oil). Institutions, such as Stabilization Funds
created by law, are needed to obtain:

(1) Stabitization of "expendable" fiscal revenues vis-a-vis
commodity export prices cycles (a problem common to many other
latinamerican countries for which such revenues represent a high
fraction of consclidated public sector revenues), in order to moderate
inefticient cycles in public expenditure, real exchange rates and
economic activity, that would reduce investment levels and yields and,
thus, long term growth rates.

(2) "Stretching” in time of additional expenditures permitted by
large revenue increases derived from sudden increases in export
quantities, to avoid poor expenditure selection and moderate adverse
"dutch-disease" effects.
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Table 1
MACROECONOMIC INDICATORS

1980

1971 1972 1973 1874 1975 1976 1977 1978 1979 1981
Fiscal Surplus (% of GDP) 2.7 2.7 -3.4 -0.1 0.1 1.3 -1.2 o8 0.3 -2.3 -5.5
Current Account Surplus (% of GDP} -5.8 -2.2 -0.5 2.8 -1.3 1.1 1.9 1.1 1.8 -0.8 5.4
Gross Domestic Product (% change) 8.0 7.7 6.7 5.7 2.3 47 4.2 8.5 5.4 4.1 23
Consumer Price index (% change) 8.1 13.4 20.8 24.3 22.9 20.2 331 17.8 24.7 28.5 27.5
Real Exchange Rate Index 1/ n.a. n.a. n.a. n.a. n.a. 104.5 23.8 93.8 89.5 91.4 89.3
Real Exchange Rate index 2/ £8.0 102.5 101.5 89.1 107.4 104.3 20.4 89.0 87.9 88.9 85.0
1982 1983 1984 1985 1986 1887 1988 1889 1680 1961
Fiscal Surplus (% of GDP) -6.0 -7.4 -5.9 -4.4 -0.3 -1.9 -25 2.4 -0.7 -0.6
Current Account Surpius (% of GDP) -7.8 -7.8 -3.7 -5.2 1.1 0.9 -0.6 -0.5 1.0 3.6
Gross Domestic Product (% change) 0.8 1.6 3.4 3.1 5.8 5.4 3.7 3.8 4,2 2.3
Consumer Price Index (% change) 245 19.8 16.1 24.0 18.9 233 28.1 258 29.1 26.8
Real Exchange Rate index 1/ 82.8 80.8 87.4 100.0 118.8 121.7 121.9 124.3 139.5 135.5
Real Exchange Rate index 2f 80.2 776 753 100.0 128.5 132.4 132.4 136.1 146.5 165.9

1/ Calculated by the Central Bank, taking into account the producers price index.
2/ Calculated by Fedesarrollo, takin into account the consumers price index,

Source: International Monetary Found, Banco de la Republica and Fedesarrollo,



Graphic 1. MACROECONOMIC INDICATORS
A. Fiscal and External Surplus
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Table 2

BALANCES BY SECTOR
(As Percent of GPD)

1870 1971 1972 1973 1974 1975 19'}'6 1877 18978 1979 1980
Savings 18.3 13.3 16.1 18.2 18.8 17.1 19.0 21.6 20.4 18.7 i8.6
Private 1.9 10.0 13.1 15.14 14.8 i2.2 12.3 14.2 13.6 15.1 15.0
Public 4.4 3.3 3.0 3.1 4.0 4.9 6.7 7.4 6.8 4.6 4.5
investment 18.0 17.6 16.1 15.8 16.4 15.3 15.9 14.5 15.4 15.5 16.8
Private 12.4 11.6 9.8 10.1 11.5 9.9 10.3 7.9 9.9 2] 9.4
Public 56 6.0 6.3 57 4.9 5.4 5.6 6.6 5.5 5.6 7.4
Inventories accumulation 2.2 1.9 2.0 2.5 51 1.7 1.7 4.2 2.9 2.7 2.3
Private 2.1 1.5 2.5 1.4 5.3 1.8 1.6 1.7 1.6 2.5 2.1
Public 0.1 0.4 -0.5 1.1 0.2 -0.1 0.1 2.5 1.3 0.2 0.2
External Sector 39 61 1.9 0.0 2.6 00 -5 28 22 18 05
1981 1982 1883 1984 1985 1986 1987 1888 1989 1590
Savings 1868 150 147 155 170 220 21.t 227 219 208
Private 1414 13.2 13.4 12.4 12.8 143 141 15.2 155 15.1
Public 2.8 1.8 1.3 3.1 4.1 7.7 7.0 7.5 6.4 57
Investment 176 17.4 17.2 17.0 17.5 17.8 17.6 18.6 192 18.2
Private 9.8 8.9 8.1 8.3 83 8.3 8.5 10.0 10.2 10.0
Public 7.8 85 g1 8.7 92 85 9.1 9.6 9.0 8.2
Inventories accumulation 3.0 3.0 2.7 2.0 1.5 0.3 2.5 2.5 1.2 1.3
Frivate 23 2.1 1.9 1.7 1.0 0.6 2.0 1.8 0.6 0.7
Public 0.7 0.9 0.8 0.3 0.5 -0.3 0.5 0.6 0.6 06
External Sector a7 5.4 5.2 1.8 0.4 -2.0 -1.5 0.3 0.9 0.8

Source: National Accounts, DANE.



Table 3
CONSOLIDATED PUBLIC SECTOR BALANCE
(As percent of GDP)

70 ral 72 73 74 75 76 77 78 79 80 81 52 83 B4 85 86 87 B8 [2h:] 90 9N

I Current Revenus 188 181 174 181 18.3 185 196 197 208 154 183 176 181 18.0 196 21,7 250 229 230 231 232 236

A Tax Revenue 133 1338 126 130 130 138 149 146 174 142 128 125 124 126 128 136 139 144 142 142 142 142

B. Non-tax Revenue 52 54 4.8 51 52 4.7 4.7 5.1 as 6.2 54 51 57 54 69 a1 111 8.4 a8 8.9 8.0 9.4

1, Current Expenditure 14 168 144 149 142 138 129 123 1358 148 138 148 154 162 169 170 164 174 170 175 166 163

A. Operational Expenditures 93 1.0 2.6 8.6 B.7 89 8.2 7.7 8.8 53 a2 8.1 83 9.4 898 9.0 84 84 8.5 88 B2 BO

B. interest Paymaents 14 1.0 1.1 1:3 1.6 1.4 1.6 1.4 1.6 1.7 1.5 1.6 1.9 22 26 3.2 33 40 a8 39 37 a7

External Debt n.a n.a, n.a n.a, na n.a, n.a, na na na 1.0 1.0 1.2 1.5 1.8 22 24 28 26 27 27 25

Domestlo Debt n.a n.a. na, n.a na n.a na na n.a na 05 06 0.7 0.7 0.8 1.0 0.8 1.2 1.1 1.2 1.1 1.2

C. Other Current Expenditures a8 38 a7 4.1 39 34 31 a2 az a7 42 41 4.1 45 4.5 48 48 5.0 48 4.8 47 4.6

lti. Savings 4.4 33 30 3.1 4.0 4.9 a7 7.4 &8 4.6 45 28 27 1.9 28 4.7 - X+ 5.4 8.0 57 &8 7.3

IV. Capltal Expenditure 5.6 8o 57 6.5 42 4.8 5.4 8.6 8.0 4.3 €8 8.3 8.7 93 8.6 9.0 88 7.4 84 8.1 7.4 7.8
Gross Fixed Capital Formation 6.2 5é 589 5.4 4.7 52 5.4 63 52 5.3 59 71 74 . 83 7.4 8.0 6.7 62 6.9 7.3 68 7.3
Other Capital Expenditurs 0.4 0.4 D2 14 05 . 04 0.0 23 08 1.0 oe 1.2 1.3 1.0 11 1.0 21 1.2 1.5 o8 0.8 0.6

V. Deficit or Surplus

Primary 01 -1.6 -1.6 -21 1.5, 18 28 0.3 24 21 0.8 -39 4.1 5.2 -3.4 1.2 30 21 1.3 1.5 29 a
Nenfinancial Public Sector -1.2 27 27 -3.4 0.1 o1 1.3 -1.2 0B 03 23 55 6.0 -7.4 -5.9 -4.4 -03 1.9 25 -2.4 -0.8 0.6
Finanotal Pubiic Sector n.a na, na n.a. na na n.a. na n.a 0.2 0.0 0.8 -0.5 -1.0 48 1.0 a9 1.1 0.8 na na, na
Consolidated na na n.a. na nea n.a n.a na na o1 -23 4.7 6.6 85 88 .54 1.4 30 33 na na na

n.a: not available,

Source: 1970-1979: DANE: 1980-1990: Banco ds la Republica
Nonfinancial Deficit: Seris Politioa Fiscal No. 1 6, CEPAL(1990),



Table 4
DYNMICS OF THE FISCAL CONSOLIDATED SURPLUS/ {CEFICIT)
(Variations in GDP Percentage)

Disadjustment Adjustment
Period 83/79 86/83 89/83 81/89
SURPLUS/(DEFICIT) -7.8 8.2 5.1 1.7
EXPENDITURE INCREASE 6.4 -1.2 0.1 -1.3
Interest Payments 0.5 1.1 1.7 -0.2
Transfers to the Private Sector 0.0 0.0 0.0 0.0
Operation 09 -1.8 -0.4 -1.0
investment 5.0 0.5 -1.2 0.1
REVENUE INCREASE . -1.4 _ 7.0 5.1 0.5
Primary products a/ -1.0 5.1 3.4 -1.5
Hydrocarbons 0.3 1.7 3.3 -0.9 b/
Coffee -1.3 35 0.1 0.8
Cther Current Revenue -0.4 1.9 1.7 20
NATION AL TAXES _
(WITHOUT PRIM ARY PRODUCTS) -1.3 : 1.3 1.2 Lo
Income Tax 0.7 -0.2 0.0 1.0 ef
V.AT. 0.1 0.6 0.8 0.3
Excises ' ol ' ' 0.1 -0.1 0.0
International rade ' -0.0 0.8 0.7 -0.5
Other -08 0.2 -0.2 0.2

a/ Current Revenue.
b/ it does not include income tax of the private oil companies,
¢/ It includes income tax of the private oil companies.

Source: Perry, G. (1992).



Table 5
CONTRIBUTION TO VARIATION IN THE FISCAL SURPLUS/(DEFICIT)
(Variation in GDP percentage)

Disadjusment Adjustment
83/79 86/83 88/83

1. External Variables -3.0 1.8 -1.9
2. Real Exchange Rate 0.3 1.2 0.8
3. Domestic Interest Rate 0.6 0.1 0.2
4. Other Domestic Variables 2.7 14 2.4
5. Fiscal Policy Variables 9.2 1.0 -0.1
Larger Revenue 1.5 1.7 2.7
Larger Expenditure 10.7 : 0.7 2.8
Explained Variation - -10.3 5.5 1.4
Observed Variation -7.8 7.2 5.0

Sourcee: Serie Politica Fiscal, Cepal.
Author’s calculations.



Table 6
FISCAL REVENUE FROM OQIL ACTIVITY

(As Percent of GDP)
Income Royalties Tax on Ecopetrol Total
Tax fuels  QOperational
Surplus
1970 0.05 0.23 0.28
1971 0.05 0.58 0.27 0.90
1972 0.05 0.63 0.28 0.96
1973 - 0.06 0.58 0.25 0.89
1974 0.37 0.47 0.82 1.66
1975 0.02 0.54 0.44 1.00
1976 0.06 0.70 0.2 0.95
1977 0.00 0.74 0.01 0.72
1978 0.01 0.73 -0.33 0.40
1979 0.01 003 072 -0.40 0.35
1980 0.00 0.03 072 042 0.33
1981 0.00 0.04 0.91 -0.44 0.51
1982 6.00 0.11 0.85 -0.09 0.86
1983 . 0.15 0.13 0.81 -0.48 0.62
1984 : 0.14 0.14 0.79 0.98 2.05
1985 0.21 0.16 0.76 0.91 2.04
1986 0.17 0.26 0.69 1.17 228
1987 . 063 0.47 0.68 1.70 3.49
1988 0.29 0.47 0.67 1.16 259
1989 0.75 0.81 0.69 1.70 3.95
1980 0.39 a/ 0.97 0.83 1.85 404 af
1991 037 af 0.68 0.90 1.11 306 g/

a/ it does not include income tax from the private companies.

Source: Perry, G. (1992).
Departamento Nacional de Planeacion.



Table 7
IMPACT OF THE EXCHANGE RATE ON THE FISCAL SURPLUS
' (As percent of GOP)

1880

1981

1682

1983 1984 1985 1586 1987 1288 1989 1990 195t
NET EFFECT OF A 100% DEVALUATION 4.0 -0.2 2.5 -0.5 -0.2 1.8 4.8 4.7 2.9 3.8 3.3 n.d.
Public Sector External Surplus/(Deficit) 1.5 -2.6 0.0 2.4 -1.9 -0.4 2.0 1.5 -0.3 0.9 0.8 n.d.
VAT on imports 0.9 0.8 0.8 0.7 0.6 0.7 0.9 1.0 1.1 1.0 0.9 1.0
Tarlffs 1.6 1.5 1.7 1.3 1.1 1.6 1.8 2.1 2.1 1.9 1.6 1.4

Source: Departamento Nacional de Planeacion and Lora, E. and F. Sanchez (1992).



MACROECONOMIC EFFECT OF CUSIANA
(Average 1993-2000)

Table 8

GDP Growth inflation Pubiic Current
Rate Deficit* Ac_:count*
Without Cusiana
Scenario A 2.88 23.21 1.97 -2.04
Cusiana 600
Scenario A 4.02 24.26 0.02 -0.31
Scenario B 1.28 13.43 0.50 -1.20
Scenario C 4 .31 24.30 1.38 -1.57
Scenario D 1.99 13.21 3.31 -3.73
Scenario E 3.33 20.80 0.95 -1.31
* % of GDP

A = Neutral Scenario

B = Central Bank Scenario

C = Government Scenario

D = Non-Cooperative Scenario
E = Cooperative Scenario

Source: Perry, G., E. Lora and F. Barrera {1393).



Table 9
COMPOSITION OF TAX REVENUE
{As percent of GDP)

70 71 72 73 74 75 76 77 78 79 BO

Tax Revenue 13.3 138 125 130 130 138 149 1486 171 142 129
1. Nation 10.2 108 9.7 104 107 116 129 128 151 122 108
Central Sector 92 a3 8.9 B.5 a1 9.7 9.3 8¢ a8 85 7.8
Descentralized Agencies 1.0 1.5 0.8 i.8 2.8 1.9 3.8 3.7 6.3 3.7 2.8

2. Departments 2.0 1.9 1.7 1.6 1.5 1.5 1.4 1.4 1.4 1.4 1.6
3. Municipalities 1.1 1.1 1.0 1.0 0.8 07 0.7 0.6 0.6 0.6 0.7
81 82 83 84 85 88 87 88 8s 90 91

Tax Revenue 125 124 126 126 136 139 144 142 142 142 142
1. Nation 0.t 101 101 100 110 114 119 117 116 118 11.6
Central Sector 7.5 7.5 7.5 7.4 85 88 8.5 9.3 a2 83 103
Descentralized Agencies 26 2.6 2.8 26 25 26 2.4 2.3 2.3 23 1.2

2. Departments 1.6 1.5 1.7 1.7 1.7 1.6 1.6 1.8 1.6 1.6 1.6
3. Municipalities 0.8 0.8 0.8 0.8 0.9 0.9 0.8 1.0 1.0 10 1.0

Source: 1970-1979: DANE; 1980-1990: Banco de !a Repubilica.
Non-financial Deficit: Serie Politica Fiscal No. 18, CEPAL(1990).



Table 10-A
NATIONAL GOVERNMENT TAX REVENUE

(As perasnt of th GDP)

1970 1971 1972 1573 1974 1976 1978 1977 1978 1979 1980
TAX REVENUE 912 8.29 8.65 8.39 8.07 9.5¢ 8.84 8.70 B.50 8.38 810
1. Direct taxes 4.49 445 423 . a7e 248 450 3.84 334 338 324 293
InsomeTax 4.49 4.45 . 423 376 348 4.50 3.84 amd 338 324 a9a

Temporary contributions - - - - Co- - . . - - -
2 Indirsct taxes 4,84 4.83 482 462 4.59 5.06 5.01 6.35 513 514 518
Total VAT 0.8 1.08 1.05 1.01 12 1.9 1.89 1.88 208 209 206
Domestic 0.75 0.86 0.76 0.69 0.79 1.28 1.22 117 1.23 1.3 1185
Internat' 0.08 0.22 0.29 032 0.43 0.64 0.67 o7 0.83 079 0.9
Tax on fusls 0.5 0.60 0.65 0.54 0.44 0.29 0.54 0.55 0.59 0.62 072
International trade 280 289 © 237 250 237 235 226 262 217 218 208
Importa 1.92 1.93 1.7 1.7 1.75 1,73 1.74 1.72 1.49 1.92 1.60
Ad-valorem on coffes 0.88 0.66 0.66 079 0.61 0.62 0.51 .90 0.68 0.74 0.48
Other (Stamp taxes) 0.45 0,56 0.55 0.57 056 0.41 0.33 0.30 0.32 0.27 o.m
1981 18982 1983 1984 1985 1966 1987 1888 1989 1990  1991p
TAX REVENUE 7.77 7.61 7.69 7.35 8.48 8,76 9.48 9.29 9.22 9.27 10.27
1. Direot taxes 263 256 <N I 304 317 299 3.53 342 3.58 4.02 4,98
IncomeTax 283 258 17 304 317 299 3.53 342 3.58 402 473
Temporary contributions - . - - - - - - - - 0.25
2 Indirect taxes 515 5.06 4.41 4.3 5.3 5786 583 5.87 563 5.24 6.30
Total VAT 211 21 1.99 204 248 261 282 285 281 272 3.06
Domestic 1.27 1.30 1.35 .44 1.75 1.73 1.80 1.74 1.78 1.82 208
Internat'i 0.84 0.81 0.66 0.60 0.73 089 1.02 1.11 1.03 0.9 0.97
Tax on fusis o 0.81 0.81 0.79 0.76 0.88 0.68 0.67 0.69 070 0.69
intemational trade 1.88 1.88 1.37 119 1.68 210 2.25 218 1.9¢ 1.66 1.40
Imports 1.52 1.66 1.25 113 1.58 1,93 2.14 210 188 1.58 1.36
Ad-valorem on coffes 0.36 022 0.11 007 009 017 0.10 0.09 0.08 0.08 0.04
Other (Stamp taxes) 0.25 028 024 0.29 0.39 0.37 019 016 017 0.16 015
Domestic activity .05 493 556 558 6.07 577 6.20 599 6.23 6.69 7.85
Internat'l Activity 272 2.69 203 1.79 241 288 326 330 209 257 238

Source: Operaciones Efectivas del Gablema Naglonal, Unidad de Inversiones Publicas, D.N.P. (1991).



Table 10-B
NATIONAL QOVERNMENT TAX REVENUE

(Aa percent of tax revenue)

1970

1871

1972 1973 1874 1975 1978 1977 1978 1979 18680
TAX REVENUE 100.00 160.00 100.00 100,00 100.00 100.00 100.00 100,00 100.00 100.00 100.00
IncomeTax 4918 47.94 47.81 44 88 4315 47.07 43.38 38.45 3960 38.67 3522
Temporary qontributions
Total VAT [-%:¥4 11.62 11.88 12.08 1517 20.03 21.37 21.60 2414 25.00 25,39
Domeastic 8.26 9.24 8.82 8.27 983 13.36 13.80 13.40 14,43 16.62 14,20
Internat'i Q.61 237 3.27 380 535 6.67 7.57 8.20 :iral 838 1118
Tax on fuela 6.34 6,48 7.29 6.48 5.48 4,04 6.07 6.38 6.95 7.38 8.86
International trade 30.66 27.93 26.81 29.83 29,34 24.57 2545 30.07 25,59 25,76 25.65
Imports 21.00 20.80 19.36 20.41 21.74 18.09 19.65 19.76 17.55 16.92 1976
Ad-valorem on coffea 5.686 714 7.45 842 7.60 5.49 5.81 1032 8.04 8,85 589
Other (Stamp taxes) 4,95 6.05 620 674 689 4.28 an 349 arze 318 388
Dormestic activity 68.73 69.69 6992 66,38 €5.32 68,75 66,97 81.72 64.70 64 66 6318
Internat’l Activity a2y 30,3t 30.08 362 34.68 31.28 3303 38.28 35.30 3514 3684
1581 1982 1983 1984 1985 15886 1987 1988 1989 1990 1991p
TAX REVENUE 100.00 100.06 100.00 100.00 100.00 100.00 100.00 100.00 100,00 100.00 100.00
IncomeTax 377 3358 41.85 41.30 37.35 34.20 37.29 36.85 38.87 43.41 46.05
Temporary contributions 240
Total VAT 2710 2772 26.27 27.80 2928 2984 29.80 30.69 3047 29.4t 29.76
Domestic 16.29 17.06 17.57 19.60 20.64 191 19.04 1871 19.30 19.60 20.31
Internat’| 108 10.67 8.70 819 8.64 1013 10.76 11.87 1117 .81 9.48
Tax on fuels 11.74 10.59 10.67 10.80 8.96 7.82 714 7.20 7.50 7.53 8.67
International trade 2419 24.64 18.00 162 19.78 23.95 23.74 23,52 21.28 17.96 13.67
imports 19.69 .77 16.684 153 18.69 2203 22.66 22.56 20,36 17.04 13.27
Ad-valorem on coffee 4.60 287 1.46 0.90 110 1.62 1.08 0.56 0.92 0.91 0.40
Other {Stamp taxes) a2 3.48 K ¥4] 389 4.63 419 203 1.75 1.88 1.69 1.43
Domestic activity §5.00 64,70 7330 75,69 71.58 65.92 65.50 64.51 67,55 7224 74.48
Internatl Activity 35.00 35.30 28.70 24 .41 28.42 34.08 34.50 3549 3245 27.76 2314

Source: Operaciones Efectivas del Goblerno Nacional. Unidad de Inversiones Publicas, D.N.P. (1891).



Table 11
NONFINANCIAL PUBLIC SECTOR OPERATIONS BY LEVEL OFf GOVERNMENT
{As percant of GDP)

1. Nation
A. Savings 56 49 47 45 3.6 5.2 59 62 8.1 57 58
1. Currerd Revenue 85 8.1 8.0 7.9 7.8 .0 97 102 102 100 99
2 Cunent Expenditure 2.9 31 3.3 34 4.1 38 37 4.0 4.1 4.3 41
B. Capital Revenue Q.0 0.0 0.0 00 6.0 0.0 0.0 0.0 Q.0 0.0 0.0
C. Capital Expandittrs 0.3 0.3 X3 0.3 02 0.3 a.2 0.2 03 02 oz
D. Surplus/{Daficity
Primary 5.8 %4 50 4.8 4.3 59 6.7 7.3 7.2 6.8 7.0
Originated in the sacior a3 4.6 4.3 4.2 34 49 57 6.0 58 55 56
Neot Transfers FA 74 8.0 75 7.2 7.4 6.6 6.5 6.9 6.8 6.4
Alter Transfors 1.8 28 37 33 a8 25 09 05 41 1.3 08

N. National Descentralized Agencies

A Savings 1.2 0.5 1.0 1.3 1.8 1.8 37 06 0.3 03 04
1. Cument Revenue 7 28 3.3 33 37 3.7 54 11 t.9 1.7 08
2. Current Expendiure 25 23 23 20 1.9 1.9 1.7 1.7 1.6 i 1.3

B. Capital Revenue a1 at 11 0.1 0.0 0.0 0.0 Q.0 0.0 a0 .0

C. Capital Expenditure 22 2.4 21 2.2 1.8 1.4 1.3 1.5 1.6 1.6 1.4

D. Surphus/Daficit)

Primary 09 18 20 04 0.5 a7 25 18 10 -1 -7
Originated in the sector 49 18 22 49 0.0 0.4 23 21 43 143 19

Net Transfers 1.1 1.1 1.0 1.0 1.0 1.0 1.1 11 11 1.0 1.3
After Transfers 20 490 342 18 1.0 06 12 32 24 23 432

1. National Pubfic Enterprises

- A Savings 02 08 09 05 15 10 17 22 20 23 54
1. Cument Revenue 11 18 18 13 24 24 31 41 35 38 52
2 Current Expenditure 09 08 07 08 09 t4 14 19 15 18 18
8. Capital Revenue 01 00 01 00 00 01 00 00 00 Q0 00
C. Capital Expanditurs 2y 23 29 345 31 38 27 15 20 1.9 14

D. Surplus/(Defici
Primary A1 41 15 24 08 16 02 21 12 17 A3
Originated in the sector 18 46 20 81 4B 28 40 07 00 04 1.0
Net Transfers 419 45 05 03 04 05 05 06 1.0 08 1.4
Aher Translers 07 41 485 27 42 81 45 01 10 04 05

IV, Departments

A Savings €2 407 08 11 09 08 08 07 L7 08 08
1. Current Revenuo 28 30 30 29 30 28 26 27 28 26 28
2 Current Expenditure 30 36 38 40 39 36 34 34 33 35 34
8. Capital Revenus 02 02 002 02 02 01 ©1 ©1 02 01 01
€. Capital Expenditure 07 07 O7 07 10 08 11 1 11 i1 14

D. Surphus/(Deficit)
Primary Q7 1.1 1.2 -1.5 1.6 -t.4 -1.6 -1.5 1.4 1.7 1.7
Origmated in the sector 07 12 43 486 4?7 45 AT A7 18 148 1B
Net Transfers 13 15 a8 189 20 19 19 .8 1.7 28 21
ARter Transfers 06 @3 05 03 03 03 0! 02 01 02 Q2

V. Municipatities

A. Savings 06 05 04 04 05 06 06 06 O8 04 03
1. Current Revenue 20 21 21 23 24 26 26 28 28 28 27
2 Cumrent Expenditure 1.3 1% 17 18 198 20 21 22 22 24 23
B. Capital Revenue 61 01 01v 0t 01 01 01 Q1 62 03 02
€. Capital Expenditure L2 19 we 22 19 20 24 25 28 5t 31

D. Surphus/{Deficit)
Primary 4z 10 10 13 08 07 08 10 13 48 7
Criginated in the sactor Q4 43 A3 17 a4 A3 A7 AT 21 24 28
Net Transfers 03 05 05 466 06 05 05 07 07 08 0
After Transfers 0t 08 0B 41 08 09 12 A5 A4 A5 a6

Source: "Colombia: Descentralizacion ¥ Federalismo Fiscal", Presidencia de la Republica, D.N.P. (1992,



Table 12.A

AEGIONAL TAX INCOME

{As percent of GDP)
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
REGIONAL TAX INCOME 312 239 273 254 228 225 208 200 200 203 2,31
|. CEPARTMENTAL TAXES 204 1.93 -1.78 1.69 1.47 1.50 1.39 1.38 1.38 1.40 1.89
Liqueure 0.82 0.78 0.75 0.69 0.83 0.64 080 Q.60 0.65 0.65 0.59
Tobasco 0.48 0.44 0.39 038 0.35 0.38 0.34 0.33 0.30 0.29 0.32
Beor 0.55 0.61 0.48 0.41 0.39 0.42 038 0.38 0.37 Q.39 0.47
Other 0.2 019 015 013 0.09 0.07 0.07 0.07 0.07 0.07 o021
{l. MUNICIPAL TAXES 1.08 1.06 0.99 0.95 0.80 075 0.67 0.6t 0.62 0.83 072
Tax on property 0.40 0.37 0.35 0.35 0.3 0.30 Q.26 0.22 0.22 o 023
Industry and commerce 0.20 022 - 0.20 0.20 018 0.20 0.20 019 019 0.2 023
Contributions and appraisal o1 g.22 o 0.22 016 012 610 Q.09 0.1 010 o1
Other 0.27 025 0.22 019 015 013 [¢R R o1 010 010 015
1981 1982 1983 1584 1985 1986 1987 1968 1989 1830 1991p
REGIONAL TAX INCOME 236 229 249 261 2.57 250 251 252 262 264 264
. DEPARTMENTAL TAXES 1.60 1.53 1.67 1.7 1.68 1.62 1.61 1.56 1.61 1.61 1.61
Liqueurs [o}.3 0.5 (eX:} 06 0.5 05 0.5 0.5 .5 0.5 0.5
Tobacoo .3 0.3 0.3 0.4 0.4 0.3 0.3 03 Q.3 0.3 03
Beer [+1.) 0.5 [+X.] 0.6 0.5 G5 05 08 [+1] 0.5 s
Other 02 0.2 Q.2 0.3 03 0.3 03 0.3 0.3 03 0.3
il. MUNICIPAL TAXES 0.76 0.76 0.83 0.90 0.80 0.8s 0.90 0.96 1.01 1.03 1.03
Tax on property 02 02 0.2 03 0.3 0.3 0.3 0.3 03 0.3 0.3
Industry and commerce 03 0.3 0.3 04 0.3 0.3 0.4 04 0.4 0.4 0.4
Contributions and eppralsal o1 Q1 01 o1 0.1 01 01 01 0.1 0.1 0.1
Other 02 01 01 0.2 02 02 0.2 02 (v}-4 02 0.2
p: preliminary.

Soures: 1970-1979. Finanzas Imergubsmamentales sn Colombia, DNP.
1980-1587, Finanzas Publicas Reglonales de Colombia. Banco de la Republica
1888-1 890, Descentralizacion y Federalismo Fiscal. Presidencia de la Republica,



Table 128

REGIONAL TAX INCOME

(As percent of regional tax income)

1970

191

1872 1973 1974 1975 1976 1977 1978 1979 1980
REGIONAL TAX INCOME 100.00 10000 10000 100,00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
I DEPARTMENTAL TAXES 65.40 64.58 63.89 62.44 8479 66.86 67.64 69.24 69.14 €9.11 68.89
Liqueurs 26.24 26.41 27.43 2710 27.83 28.33 29.18 29.95 3232 3206 25.57
Tobasco 14.67 14.83 14.33 1417 15,680 16.86 18.70 18.76 14.82 1412 13.82
Beer 17.73 17.10 1871 16.07 1717 18.45 18.37 19.19 18.37 1932 20.36
Cther 676 6.24 5.42 510 418 azz 339 3.34 .62 382 214
I, MUNICIPAL TAXES 34,60 36.42 3811 a7.56 B 3314 3235 30.76 30.88 30.89 Inn
Tax on property 12,68 1283 1298 1370 1352 1316 1278 10.98 11.05 1053 9.86
Industry and eommerce 645 7.2 7.41 773 X0y 894 8.6 963 9.39 10.32 1017
Contributions and appralsal 688 7.27 7.60 8.67 7.08 8.42 4,68 4.59 547 512 472
Other 8.60 8.4 812 7.47 €.61 563 632 5.56 4.94 4.93 6.35
1981 1982 16883 1584 1985 1986 1887 1888 1889 1890 195ip
REGIONAL TAX INCOME 100.00 100,00 100,00 100.00 100.00 100.00 100.00 100.00 100.00 1060.00 100.00
| DEPARTMENTAL TAXES 67.82 66.72 66,81 €5.47 65.15 64.60 64.02 61.93 61.54 81.07 61.07
Liqueurs 22.99 24 2268 21.23 2114 3.79 2096 19.82 20.29 20.51 20.51
Tobacco 14.11 1212 1363 1354 1386 13.70 11.84 11.86 11.35 10.78 10.78
Beer 21.54 21.85 1.4 18.08 18.83 18.71 19.84 1811 17.60 17.28 17.28
Other 818 10.33 8.20 11.62 11.32 10.40 11.28 1214 1230 12.5% 125
Il MUNICIPAL TAXES 3218 33.28 3119 3453 34,85 35.40 35.98 38.07 38.4¢6 38.93 38.93
Tax on property 9.88 10.25 10.00 9.92 1012 10.868 10.26 10.85 11.52 11,94 11.94
Industry and commerce 1083 1218 11.78 1361 1351 13.30 1412 1593 18.30 16.85 1665
Contributions and appraisal 4,88 4.50 5.69 4.22 aBo 4.00 a6s 202 2o 202 202
Other 6.659 8.28 674 8.78 7.42 7.52 8.08 9.27 8.63 8.32 8.32

p: preliminary.

Source: 1970-1879. Finanzas intergubermnamentates an Colombia, DNP.

1980-1 967, Finanzas Publicas Regionales de Colombia, Banco de la Republica.

1988-1990. Descentralizacion y Federallamo Fiacal. Presidencia de la Republica.



