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Overview

Doing Business in Colombia 2017 presents for the

first time a comparative analysis of the regulatory
environment for doing business across the country in
four areas of business regulation: starting a business,
dealing with construction permits, registering property
and paying taxes.

® Based on the overall ranking of the four areas measured,
it is easiest to do business in Manizales, Pereira and
Bogotad. Manizales and Pereira continue to hold the top
spots; Bogotd has been improving gradually since 2010
and holds the third position.

® There is a sizeable gap between the best- and worst-
performing cities. Generally, the smaller the city, the
more procedures are required; this is partly because
some regulatory improvements have yet to reach all
cities.

®m Between 2013 and 2016, all the cities except for Ibagué
and Santa Marta moved closer toward the frontier of
best global practices. The cities that improved the most
were Valledupar, Clcuta, Leticia and Pereira. Of these,
Valledupar made the most progress, by introducing
reforms in three of the four areas.

® There is still room to improve business regulation
and simplify procedures for entrepreneurs. Promoting
comparable performance between cities, improving
coordination between agencies and moving forward on
the initiatives that are under implementation are some
of the ways to do that.
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etween 2010 and 2013, income from

oil production in Colombia fueled

economic growth, increased rev-
enues for the country's territorial entities
and brought about social improvements.
In fact, from 2010 to 2016, more than 5
million people emerged from poverty.!
With the fall in oil prices since mid-2014,
the fiscal and monetary measures adopted
by the national government contained the
negative effect on its terms of trade? and
economic growth remained above the
regional average.® Nevertheless, the small
effect of the Colombian peso devaluation
on the country's exports showed that
it still has a long way to go to diversify
the economy and increase productivity.
According to government figures, for 12
years during the 1991-2015 period there
was either no growth or negative growth
in productivity.* In terms of labor pro-
ductivity, the last report on national
competitiveness notes that for every
worker in the United States, 4.3 workers
are needed in Colombia to produce the
same value added.”> The government'’s
10-year policy for productive development
(2016-25) includes among its objectives
identifying the sectors and products with
growth potential to diversify the economy.
The policy also incorporates a territorial
perspective, as it takes into account the
economic differences between regions
and establishes mechanisms—such as the
strengthening of regional competitiveness
commissions—to implement local com-
petitiveness agendas and capitalize on the
comparative advantages of each area.®

Improving the country’s competitiveness
and promoting the development of the
regions are also strategies of the National
Development Plan for the last four-year
term (2014-18) of this administration, to
maintain peace and reduce inequality. A
new tax reform’ took effect in January
2017; it seeks to strengthen public
finances through a more equitable fis-
cal policy that incentivizes paying taxes
and stimulates job creation. Proposed
improvements to the land administration
system include reforming property reg-
istration, updating cadastral information

National entrepreneurs face different realities
depending on where they are located.

and modernizing the cadastre, under a
multipurpose model to be implemented
over the long term.® This initiative stands
to produce several benefits: It will enable
local revenues to increase due to higher
property tax collections; give legal cer-
tainty regarding land rights and tenure;
and provide tools for planning urban and
rural land use.

This fourth edition of Doing Business in
Colombia—the first that covers the ease of
doing business throughout the country—
comes in the context of a national policy
to “close the gap” between regions, and
at a time of expectations regarding the
social and economic benefits'® to be
derived from the implementation of the
peace agreement signed in 2016 with the
Revolutionary Armed Forces of Colombia
(FARC-EP)."
climate that encourages entrepreneur-

Promoting a business
ship, business growth and job creation
in Colombian cities will also be critical to
achieve regional convergence and reduce
the high levels of inequality that persist in
the country.””

WHAT DOES DOING
BUSINESS IN COLOMBIA
2017 MEASURE?

Doing Business in Colombia 2017 analyzes
commercial regulations from the per-
spective of small and medium-size local
businesses. Bogota represents Colombia
in the annual report that compares 190
economies around the world. National
codes, and decrees regulate
institutions, set fees and establish time
frames and requirements for completing
transactions. However, govern-
ments have jurisdiction to set payments

laws

local

and rates for certain taxes; they also
influence the efficiency and degree of
collaboration between their agencies.
That is why national entrepreneurs face
different realities depending on where

they are located. Doing Business in
Colombia 201/—the fourth in the series of
subnational Doing Business studies in the
country—is presenting for the first time
a comparative assessment of the regula-
tory environment for business in the 32
departmental capitals in four areas: start-
ing a business, dealing with construction
permits, registering property and paying
taxes.

This edition reflects the changes made to
the methodology for three of the four indi-
cators analyzed since the last study was
done (2012). In the areas of dealing with
construction permits, registering property
and paying taxes, new qualitative aspects
have now been added to complement
those related to efficiency. The reasoning
is that it is not enough to improve the
efficiency of procedures if the institutions
function poorly and provide a low quality
of service. In terms of dealing with con-
struction permits, this study now consid-
ers, among other things, the professional
qualifications of those in charge of exam-
ining projects and approving construction
licenses, inspections of projects, and the
liability and insurance regimes that apply
to construction activity. The registering
property indicator evaluates access to
registry information, the operation and
coverage of the registries and mapping
system (cadastre), and dispute resolution
mechanisms related to property rights.
Finally, the paying taxes indicator reflects
procedures subsequent to the filing and
payment of taxes, such as tax refunds and
audits.

The method used to calculate the overall
ranking and the ranking by indicator has
also changed. Rankings by indicator are
calculated based on the “distance to
frontier" measure. This measure uses a
0 to 100 scale—where 100 represents
the best practice identified globally and
O the worst—to show how far a given
economy is from “the frontier,” which is



the best performance observed for each
of the indicators at an international level.
The overall ranking is based on the aver-
age distance to frontier for each of the
four areas measured. Each city's ranking
enables it to be compared with the other
cities in the country and with 189 other
economies around the world.”?

The data in the report are based on laws,
decrees, regulations, administrative pro-
cedures and official fees, as well as on
correspondence and interactions with
more than 300 professionals, including
lawyers, architects, engineers, construc-
tion companies, accountants and profes-
sional associations with knowledge and
experience about the procedures analyzed
in the study. More than 400 government
officials participated in the process by
providing information. The results are up
to date as of December 31, 2016."

WHAT DO THE RESULTS
SHOW?

According to the aggregate ranking of
the four areas studied, it is easiest to
do business in Manizales, Pereira and
Bogotéa (figure 1.1). These three cities are
closest to the frontier of best regulatory
practices. Manizales and Pereira have
continued to hold the top positions since
the first edition in 2008 of Doing Business
in Colombia and they have consistently
implemented reforms.

In this edition, Manizales and Pereira have
high rankings in three of the four areas
analyzed (table 1.1). Pereira was also one
of the cities that has shortened the most
its distance toward best global practices.
Bogotd began advancing gradually in
2010 and is now in third place.

If the results are analyzed by indicator,
what stands out first is the major differ-
ences in performance between cities in
distance to frontier. Examining this in an
international context allows for a better
appreciation of the magnitude of the gap
between the best and worst performances
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in Colombia (figure 1.2). For starting a
business, one third of the cities had similar
rankings to those of Germany, Austria and
Poland—high-income economies in the

Organisation for Economic Co-operation
and Development (OECD). But Infrida,
in last place on the national scale for this
indicator, ranks far lower; the number of

Manizales and Pereira have continued to hold
the top positions since the first edition in 2008
of Doing Business in Colombia and they have
consistently implemented reforms.



DOING BUSINESS IN COLOMBIA 2017

6

3y "(ysiueds ui) , /1 0z eIquojo) uj ssauisng bujog pue ssauisng buiog inoqy, 1a1deyd ay 335 ‘s|1elap 210w 104 “JULIUOIIAUS A103e|nB3I 3Y} JUBPDIYS dlow ay} *

‘syuad uoidNASUod yum Buijeap ‘ssauisng e builiels) paulwexs seale Inoj sy} Jo ydea 1o} Ajeqo|b pansasqo , 1anuoly, 1o adueuliopad 1sag sy} pue adueuliopad s

'£107 10} (INVQ)

SIIS1181S J0 Juawiledaq aAllels|uILpY [euolieN 3y} woly suoidafoid uoieindod pue aseqeiep ssaujsng bujog :a3nos

“uay} aduls pajuawa|dwi sabueyd [ed16ojopoylaW pue SUOILI0D elep |je Sapnjpul Lodal €107 Y} WOlf 13U 0} 3dUEISIP
21005 3y} Jaybiy ay] , uanuoly, 1o dipeid [eqolb 158q ay1 00| pue sl 1samo)
ay} bupuasaidal ¢ Yyum ‘0oL 03 0 WO} 3[EIS B UO Palda|yal S| ALD YIea 10} J313UOL4 03 3DUBISIP BYJ "PaINSEaW Seale INoj 3y} JO YIea 1o} Ja1uoly 0} 3duelsIp abesane ay) uo paseq si buiyues |[eJano ay] “(saxel bulked pue Auadoid bulislsibal

11> yoead uaamiaq aduaIaYyIp 3y} sainided Jaluol) 03 dUBLSIP 3y ‘9JoN

[ &% €179 7979 88'Ty (ofewning) eod0l
6508 S0'h9 vrv9 518'05h (ouvien) o3sed
€558 6179 6579 €10'020' (edne) [3p 3lep) 11ed
N7 879 L6'79 6v7'8L1 (e1enbe)) epuaiol4
750, 79 81'59 00091 (epeUpIA) OYaLIe) OLBNg
87°0L SL'v9 87'59 198'L€ (sadnep) pui
£€8'e8 5159 6559 LL0'795 (ewioL) gnbeq
94'89 [IR%: L1159 €86'61 (e1ufeno) epru]
S0'SL 9579 81'59 6€9'LY (seuozewry) eppat
LSt [1°99 67°99 €16'LLT (eafens 1) eydeyory
ST 0L'19 95°99 144 961561 (edefog) efuny
9L'18 8579 €199 1z v26'06 (ednely) ednexy
8Ll 81's9 1099 0z 195787 (ened) uefedod
8L'z8 08'59 £8'99 6l 615875 (1apueyues) efueweledng
L 81'89 1699 8l 1ST'66Y (euaepbelN) BLIBIN BIUES
] £1'99 67°L9 Ll 980'520'L (1enjoq) euabepie)
90'65 v6'TL 74 1oL 7099 129 9l 6£9'99 (21e10eND) BJRINND [3P JSOF UES
€985 859 |9 | €558 01'99 LLL9 Gl 129'87¢'1 (0dnueny) ejjinbueLieg
€85 7099 8 05'89 0z £9'8/ 899 0'89 vl 707’91 (s1eueseD) edop
V9L 24 919 6L°LS 44 65°LL 07’19 E'89 £l 58571 (e1PU3PIAOI A SRIpUY UBS) S3IpUY UES
90'85 4 g | L | 9889 ol 6.8 7€'99 L€'89 4! ££8'78¢ (20ns) ofapouls
6679 8 6'L9 6209 vl sl'eg 26'99 v'89 I 966505 (BIBIN) OPUBDIAEYIIA
00°€9 6 719 sres NG €658 1659 0489 oL TLL66T (0jpund) epuauuty
1779 9l 67'59 24 0r'z9 6 TS 67'89 06'89 6 80911 (9204>) opgmnd
8l 8109 Sl 9'59 4! 9L'L9 €l €9'€8 2019 L€'69 8 LL6'SPE (BlinH) eAIBN
24 69'85 1008 8559 17'69 L 434347 (tesaD) sednpajjen
s wo 68’68 01'99 16'69 59/'799 (1puelues 3p oN) eyndN)
Gl 8609 87°08 8l'L9 veoL 7£0'vS (eQOPI0D) BLBIUOY
vl 50’19 19'S8 1189 550/ 75'805' (embonuy) ullapain
74 80'65 lE's8 £9°0/ W0'1L v£2'080'8 (ed1eweupun?) eyobog
6l 8565 90'98 8/'89 L6'1L 95E'v LY (ep|eiesty) ea121ad
L 9¢°79 08'S8 vLEL ev'eL 7/8'86€ (sep[ed) ssjeziue|y
Bunjuey 11a Bupjuey Bupjuey Bupjuey 41a (s101@21pUI 17) (s101@21pUI 17) (s101@d1pul ) | (S1ueNqRyUI (wuswyredaq) A
9103s £1,0z9d 91035 /10z9d Bupjues  jo spuesnoyy)
saxe} buihed fyiadoad Buuaysibay | spuuad uondNisuod ssauisnq e buipels - (41@) 4onuoly | —(41@) Jonuosy | 9lehaibby | uonejndogd
yum buijeag 0} aduessiq 0} 3duessiq

¢saipeud fiorenBal 1sag ayp yum asedwod A3y) op Moy pue ‘saiid UeIquiojo) Ul Ssauisng op 03 i SI Asea moH

L'l 318VL



OVERVIEW

FIGURE 1.2  On a global scale, the gap separating the best and worst performances in dealing with construction permits places

Colombian cities in two different worlds
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procedures required there (16) is exceeded
by only two of the ten worst-ranked coun-
tries (Venezuela and Equatorial Guinea,
with 17 and 20 procedures, respectively).
Manizales, which has the highest ranking
for registering property, is close to the first
quartile of best-performing economies
worldwide; Florencia, in last place, falls in
the third quartile. In terms of dealing with
construction permits, since virtually the
entire process depends on the municipali-
ties, the differences are even greater. The
distance between Manizales (74.04) and
Ibagué (47.71) is equivalent to 122 posi-
tions on the global scale—the same as
dropping from position 55 to position 177.

For the paying taxes indicator, the largest
percentage of taxes and contributions that
affect companies—income tax, fairness
income tax (CREE),” sales tax (IVA) and
social security contributions—is national
in nature. Variations between cities pri-
marily involve the rates of property taxes
and industry and commerce taxes (ICA)
and the greater frequency and adminis-
trative burden of filing and paying them.
Except for the island of San Andrés,'®
there is no variation between cities in the

new post-tax index because the criteria
governing the VA reimbursement process
and income tax audits apply across the
country. IVA refunds apply only to export-
ers, and in terms of income tax audits, an
involuntary error by the taxpayer does not
in itself trigger an audit.

Second, for starting a business and
registering property, there seems to be
a connection between the city’s ranking
and its size” The smaller the city, the
more procedures are required (figure 1.3).
In Inirida, Leticia, Mitd, Mocoa, Puerto
Carrefio and San José del Guaviare, where

FIGURE 1.3  Smaller cities are further behind in terms of procedures
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the Chambers of Commerce do not have
one-stop shops for business registra-
tion (Centros de Atencion Empresarial, or
CAE), starting a business involves twice
the number of procedures and triple the
time it takes in larger cities.® Something
similar is seen with registering property. In
small cities, all transactions must be done
in person at separate agencies, adding
time to the process—as opposed to what
happens in most cities’” where a single
window (Ventanilla Unica de Registro, or
VUR) centralizes through notary offices the
procedures to consult certificates, estimate
the amounts owed in taxes and transfer
fees, and make payments, saving between
two and five steps in the process.

In construction permits, on average, 7 of
the 16 required procedures correspond to
the pre-construction phase. Because of
a lack of zoning requierements, unavail-
ability of connections to public services
and lack of defined land uses available for
consultation, small cities require an aver-
age of four more procedures than other
cities so that their Municipal Planning
Offices (Secretarias de Planeacién)?° can
study the viability of construction projects
and issue licenses. In Arauca, Mitd and
San Andrés, this pre-construction phase
requires 11 procedures and in Mocoa, up
to 16. Meanwhile, Inirida and San José del
Guaviare are among the three top-ranked
cities for this indicator. This is because the
construction sector there is smaller, with
less activity, which means response times
are faster. The cost is also lower because
builders do not pay the expenses for issu-
ance of construction licenses that apply in
cities with offices that review and approve
construction permits (Curadurias urbanas).

WHAT HAS CHANGED?

The introduction of new quality compo-
nents and new methods for calculating
the ranking by indicator and the aggre-
gate ranking, along with the addition
of 11 new cities, can make it difficult to
compare data over time.? To enable
comparison between this study and the

previous one, the data through December
2012 were recalculated for the 32 cities.

At the national level, in terms of starting
a business, in 2016 the national tax and
customs authority (Direccion de Impuestos
y Aduanas Nacionales, or DIAN) eliminated
a bank certification as a prerequisite for
enrolling new companies in the Unified
Tax Registration (Registro Unico Tributario,
or RUT).? This made it possible to com-
bine business registration procedures
and tax procedures in the Chambers of
Commerce. For paying taxes, the 2012

fiscal reform reduced companies’ tax bur-
den by an average of 6%, through lower
income tax rates and payroll taxes (aportes
parafiscales). However, the same reform—
and a later one, in 2014—created two new
national taxes (the fairness income tax, or
CREE, and a wealth tax), which increased
the time and number of tax payments in
all cities.

From January 2013 through December
2016, a total of 53 reforms were imple-
mented, which helped to improve the
business climate (table 1.2). Of these

TABLE 1.2 What cities made doing business easier, and in what areas did they

introduce reforms?

Starting a
City business

Dealing with
construction permits

Registering

property Paying taxes

Arauca v
Armenia
Barranquilla v
Bogotd

v

v

Bucaramanga
Cali
Cartagena
Clcuta v

Florencia
Inirida
Leticia
Manizales

ASANEN

Medellin
Mitl
Mocoa
Monteria v

Neiva
Pasto
Pereira
Popayan

Puerto Carrefio
Quibdd
Riohacha

San Andrés v

San José del Guaviare
Santa Marta
Sincelejo

Tunja

Valledupar v
Villavicencio
Yopal v

ANENEN
AN N N N N N N N N N N N N N N N R N N NN

Note: If a city implemented reforms that made doing business easier as well as changes that made it more difficult,
only the reforms with a net positive impact are considered. In the chapters on each indicator, disaggregated tables
show all the changes, positive and negative, that were implemented in the cities.

Source: Doing Business database.



For starting a business and registering property,
there seems to be a connection between the city's

ranking and its size.

reforms, 31 were identified in registering
property, 9 in paying taxes, 7 in starting a
business and 6 in dealing with construc-
tion permits. All the cities measured
except for Ibagué introduced reforms
in at least one area, and 16 cities did so
in two. Valledupar had reforms in three
areas, and Clcuta was the only city that
improved in all the areas.

The indicator with the most reforms was
registering property. On average, the
number of procedures and the amount
of time went down by 20%—two pro-
cedures and five days—due to improve-
ments in several aspects. Certificates
of free transferability (certificados de
tradicion y libertad) and other certificates
issued by the Chambers of Commerce,
which businesses had to apply for at
various agencies, can now be obtained
online in most cities. The services pro-
vided by notaries improved. It is no longer
customary in any city to go to a lawyer
to draft sale and purchase agreements,
which saves entrepreneurs attorney
fees. The implementation of a biometric
authentication system,” also in notary
offices,” along with the possibility of
verifying powers of attorney, made the
transactions more secure. Finally, the
centralization of procedures in notary
offices through VURs moved forward in
17 cities, saving two procedures and two
days on average. Monteria, the city which
showed the most progress on this indica-
tor, eliminated five procedures—three of
them thanks to the VUR.

Nine cities® reformed the process for
paying taxes. In 2015, Armenia, Clcuta
and Florencia implemented online ICA
payments. Cali, Pereira and Puerto
Carrefio changed the filing frequency
for this tax, reducing the number of
payments. Bogota, Florencia, Inirida
and Quibdd reduced the overall tax rate
through changes in fees.

Starting a business improved in seven
cities.?® In Arauca, Monterfa, San Andrés,
Valledupar and Yopal, the establishment
of new CAEs improved coordination
between the Chambers of Commerce
and municipal authorities. Monteria and
Arauca eliminated certificates related to
land use, safety and health. Arauca also
adopted the “inspection, vigilance and
control” model (Inspeccion, Vigilancia
y Control, or IVC)?” to notify municipal
officials about business start-ups and
oversight.  The
registration process was expedited in
Valledupar and Barranquilla; Barranquilla
also shortened the time it takes to regis-
ter with the family compensation funds
(cajas de compensacién familiar). As to
cost, the departmental governments
(Gobernaciones) of Norte de Santander
(Clcuta), Cérdoba (Monteria) and Cesar
(Valledupar) cut in half the departmental
tax rates for registering new businesses.

coordinate business

The six cities?® that implemented reforms
for dealing with construction permits
improved several steps of the process.
The municipal governments (Alcaldias)
of Tunja, Neiva and Valledupar facilitated
the pre-construction phase. In Tunja, a

OVERVIEW

geographic information system was
implemented that allows the construction
permit offices, or Curadurias, to check the
allowed land use, dispensing with three
procedures that were needed before to
obtain certification. In 2016, Neiva took
up an earlier initiative and established a
committee to simplify procedures. This
led to agreements with the Curadurias to
eliminate the certificate of property tax
payments (certificado de paz y salvo de
pago de impuestos), which improved the
city's issuance of certificates. Valledupar
updated its  Territorial  Organization
Plan (POT) and made the process more
efficient. In Sincelejo, better coordination
between the municipal government and
the Curadurias eliminated four procedures
related to obtaining certificates of property
tax payments. Cucuta, Leticia and Tunja
made the process of connecting to water
and sewerage services more efficient.

Along with positive changes, there were
others that made it harder to do business.
The most significant change was the
increase in costs in all areas except regis-
tering property. With the December 2014
expiration of the benefits provided under
the Law for Formalization and Generation
of Employment (Law 1429 of 2010),% the
average cost of starting a business went
from 8.8% to 13.4% of income per capita
(figure 1.4). For dealing with construction

permits, Barranquilla, Cali, Monteria,

FIGURE 1.4 The cost of starting a business increased overall, but it increased even

more in Tunja and Barranquilla
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Pasto and Quibdd increased the rate of
the urban delineation tax that applies to
new construction. Builders now pay two
to three times what they paid in 2012
for this tax. Although Pereira and Neiva
stopped collecting stamp duties,*® these
still apply in more than one third of the
cities, adding to the cost of transactions.
In Barranquilla, for example, four new
stamp duties were created. In terms of the
paying taxes indicator, Pereira and Puerto
Carrefio increased property tax rates,
Armenia increased the ICA rate and Yopal
increased the rates of all local taxes.

Some cities that had simplified procedures
in 2012 lost ground. The CAE in Tunja,
which opened in 2012, is no longer operat-
ing. In Bucaramanga and Neiva it is no lon-
ger possible to pay the business registration
tax in their Chambers of Commerce; the
same is true in Santa Marta, where there

Today, thirty cities are closer to best global
practices. Valledupar made the most progress,
enacting reforms in three of the four areas that

were analyzed.

is no longer an agreement between the
Chamber of Commerce and the depart-
mental government of Magdalena, or
communication with the Fire Department
and Health Department. In Barranquilla,
Manizales and Pereira, the Curadurias
require physical certificates to be presented
even though the databases of the offices
that issue them can be consulted online.

Today, thirty cities are closer to best global
practices. On a scale of 0 to 100, where
100 represents the best practice identified
by Doing Business, the distance to frontier
shows the progress each place has made
toward the best global practice. The cities

that moved furthest toward the regulatory
frontier were Valledupar, Clcuta, Leticia
and Pereira (figure 1.5). Valledupar made
the most progress, enacting reforms in
three of the four areas. It opened a new
CAE, with joint efforts from the depart-
mental and municipal authorities and the
Chamber of Commerce; with the CAE,
it cut four procedures and more than
one fourth of the time needed to start a
business. Thanks to an updated Territorial
Organization Plan, the city's Curadurias
stopped requiring boundary certificates
(certificados de demarcacion), which in
the past took a month to obtain; these
offices also shortened by two weeks

FIGURE 1.5 Valledupar, Clicuta, Leticia and Pereira made the most progress, but a large gap still separates them from best global practices

Furthest
from frontier

Mocoa |+
Pasto |-
cali |-
Florencia f———
Puerto Carrefio f————>
Miti |—>
lbagué <
Inirida |f———>

Riohacha |»>
Tunja
Arauca f————
Popayén |——
Bucaramanga |—
Santa Marta «——]
Cartagena |——>
San José del Guaviare |—»
Barranquilla f——
Yopal |——>

Leticia

San Andrés |—>
Sincelejo f————
Villavicencio f——

Armenia

Distance

Distance

Closest to
frontier

to frontier |—— to frontier

DB2013

DB2017

Most progress

Setback

«—

Quibds |—»
Neiva f———

Valledupar
Clcuta

Monteria
Average

Latin America
four indicators
(64.49)

60 65

| ——
Medellin f———

Bogota |

Pereira

Manizales |

70 75

Average OECD
high income
four indicators
(81.69)

80 85

Note: The progress toward best global practices is equivalent to the difference between distance to frontier scores for this report and the previous one in 2013, across the four
indicators measured. The distance to frontier for 2013 has been recalculated to factor in all the methodological changes implemented in this report.

Source: Doing Business database.



the time it takes to issue licenses. The
notaries centralized in their offices the
filing and payment of the registration tax,
eliminating two procedures. Cilcuta had
the second highest level of progress, with
improvements in all areas. Beyond the
fact that local entrepreneurs benefited
from the economic emergency decrees’
that eliminated business registration fees,
today they pay half of what they paid in
2012 for the registration tax. In terms of
dealing with construction permits, the
company that provides water and sewer-
age improved its services to users, hiring
more staff and introducing mobile service
crews. Three procedures were eliminated
for registering property, and payment of
the municipal industry and commerce
tax was simplified. In Pereira, the process
of complying with the obligations stem-
ming from this tax was also simplified,
procedures were consolidated in the VUR
and regulations were put in place so that
certificates of property tax payments could
be issued online. Finally, Leticia's owed its
progress due to the fact that, in dealing
with construction permits, it reduced
the time needed to connect to water and
sewerage services by three months, due to
a change in service provider.

OVERVIEW

Smaller cities, for the most part, have lower
rankings in terms of simplification of procedures
and in several aspects of quality. A major
challenge for the future is to achieve comparable
performance between cities so that all of them can
assimilate the good practices seen in the country.

same national legal and regulatory
framework facilitates the adoption of
good local practices. Small administra-
tive improvements that do not require
major regulatory changes can make
a big difference in the life of a small
or medium-size business. This report
identifies opportunities for improve-
ment in each area (table 1.3), as well as
local and international good practices.

One of the findings of this study is that
smaller cities, for the most part, have
lower rankings in terms of simplification
of procedures and in several aspects of
quality, such as the coverage and updat-
ing of the cadastre® and the digitization
of property titles and maps. The use of the
CAE modelinthe Chambers of Commerce
for starting a business and the VUR model
for registering property are two examples

of regulatory improvements that have
yet to reach all cities. A major challenge
for the future is to achieve comparable
performance between cities so that all of
them can assimilate the good practices
seen in the rest of the country.

Promoting the exchange of information
and experience is a useful tool that allows
underperforming cities to learn from those
with higher rankings. The evidence in other
countries shows that this type of exchange
is beneficial to reform. In Poland, for exam-
ple, the government designed an action
plan—based on the results of the first Doing
Business subnational assessment—to help
the country’s two worst-performing regions
adopt practices from the best-ranked
regions to make the business registra-
tion process more efficient (figure 1.6). In
Colombia, departmental and municipal

WHAT'S NEXT? A LOOK
AHEAD

Comparing economies to determine how
much they facilitate doing business moti-
vates governments to reform. It helps iden-
tify obstacles governments can remove and
opportunities to replicate good practices.
For almost a decade, Colombia has been on
a path of reform that incorporates different
international rankings—among them Doing
Business—with the aim of improving the
business environment in the country.

At the subnational level, the compari-
son can be an even more useful tool to
promote reform, since it is difficult for
local governments to justify why it is
harder to do business in their city or
department than in neighboring areas.
On the positive side, comparing the

FIGURE 1.6  What did the lowest-performing regions in Poland (Kielce and Rzeszéw)

learn from their peers with better practices?

Result: More online registrations
in Kielce and Rzeszow than

in the rest of the country

| What are they learning? |

Registering electronically is four times
faster and 50% less expensive
than registering on paper

Inspired by Poznan (best practice),
they promoted electronic registration
and trained their staff

Inspired by Gdansk
(paper registration, but more efficient),
they improved document handling

They consulted the registry authority
in Bialystok on how to handle large
volumes and improve efficiency

Source: Doing Business database.
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TABLE 1.3  Summary of reforms to make doing business easier in Colombia*

Suggestions for improvement

Agencies involved

Starting a business

Continue the implementation of the CAE and IVC models in medium-size
and small cities

Unify social security-related procedures

Finish connecting the Chambers of Commerce with the DIAN in the
departmental capitals

Extend the duration of agreements between Chambers of Commerce and
departmental governments to collect registration taxes

Evaluate the costs and benefits of the incentives introduced by the Law for
Formalization and Generation of Employment for registering new companies,
to consider similar initiatives in the future

National level:

e National Taxes and Customs Office (DIAN)
e Ministry of Commerce, Industry and Tourism
e Ministry of Labor

e Confecamaras

Local level:

e Departmental governments (Gobernaciones); Secretariats of Finance

e Municipal governments (Alcaldias); Secretariats of Planning, Finance and Health
o Chambers of Commerce

e Fire Department

e Family compensation funds

e Health promotion agencies

e Pension funds

o Severance funds

e |abor risk administrators

Dealing with construction permits

Promote single-window systems and improve information exchange between
offices

Make inspections less random and establish criteria based on complexity and
risk, or establish phase-based inspections for construction

Integrate zoning guidelines and facilitate online access to them by the public
Reinforce final oversight over construction projects and evaluate the
effectiveness of the occupancy permit certificate

Evaluate the impact of taxation costs on construction activity, including the
urban delineation tax and the registration of new construction

National level:

e Superintendence of Notaries and Registry (SNR)
e Ministry of Housing, City and Territory
e Agustin Codazzi Geographic Institute (IGAC)

Local level:

e Departmental governments; Secretariats of Finance

¢ Municipal governments; Secretariats of Planning, Urban Affairs and Finance;
cadastral offices

o Public sector utilities companies
e Chambers of Commerce

Other:

e Building permit offices (Curadurias urbanas)
e Private companies that provide utilities

Registering property

Strengthen the connection between registration and cadastral offices
Expand registration and cadastral coverage
Streamline real estate registration procedures for entrepreneurs

Assess procedures to identify good practices in the most efficient registry
offices

Introduce fixed fees and reduce stamp duties
Strengthen legal mechanisms for conflict resolution

National level:

e Superintendence of Notaries and Registry (SNR)
e Agustin Codazzi Geographic Institute (IGAC)
e Judiciary

Local level:

e Departmental governments; Secretariats of Finance

e Municipal governments; Secretariats of Finance; cadastral offices
e Chambers of Commerce

e Decentralized cadastres

Paying taxes

Continue the implementation of systems to file and pay taxes online

Facilitate compliance with the industry and commerce tax by streamlining
the tax structure and establishing simplified ICA schemes for businesses

Complement the ability to pay property taxes online with an updated
cadastral database to improve tax collection

Move toward the streamlining and compilation of tax rules and regulations

National level:

e National Taxes and Customs Office (DIAN)
e Agustin Codazzi Geographic Institute (IGAC)

Local level:

e Departmental governments; Secretariats of Finance
e Municipal governments; Secretariats of Finance
e Decentralized cadastres

* The reforms that appear in this table are detailed at the end of the chapters on each indicator.



administrations—with the leadership and
support of the national government—could
adopt similar initiatives to ensure that regu-
latory improvements are not exclusive to a
group of cities.

Cooperation between entities also facili-
tates reform. Examples of this collaboration
are the agreements between departmental
governments, municipal governments and

Chambers of Commerce to facilitate pay-
ment of registration taxes and oversight
of new business establishments, and
between municipal governments and
Curadurias to speed up the approval of
construction licenses. The creation of
local committees to simplify procedures is
another alternative. The city of Neiva has
established these types of committees
with positive results, previously reforming

OVERVIEW

the process for starting a business and
now improving the process for dealing
with construction permits.

National government leadership is also
needed to set an example and implement
bolder reforms. Compared with other econ-
omies in the world, Colombia still requires
many procedures to start a business or
transfer property, for example (figure 1.7).

FIGURE 1.7 Compared with other economies in the world, Colombia still requires many procedures to do business

Starting a business

(distance to frontier score in number of procedures)

Peru
53

Global .

2 L
average 65.25 Chile .

06 Mexico

5.4

Peru
16.6

Global .

average 58.43

Costa Rica
-12.3
Average
Colombia
-204

Deviation from global average for

distance to frontier in procedures (percentage points)

Registering property

(distance to frontier score in number of procedures)

Costa Rica
8.2
Chile .
01 Mexico
139 Average
Colombia
-23.8

Deviation from global average for

distance to frontier in procedures (percentage points)

Note: The figure presents the distance to frontier for the subindicator on number of procedures. Scores are normalized to range from 0 to 100, with O representing the lowest

result and 100 the best global practice or “frontier.” The higher the score, the more efficient the regulatory environment. For more details, see the chapter “About Doing Business
and Doing Business in Colombia 2017" (in Spanish). The comparisons with other economies are based on the results of the cities that represent each country in the global Doing
Business report. For Mexico, Mexico City and Monterrey are measured.

Source: Doing Business database.

BOX 1.1 Recent initiatives to improve the regulatory environment for business in Colombia

In 2016, the national government set out to significantly reform its tax system and land administration system. By legal mandate,
experts® were commissioned to evaluate the current tax system and present recommendations for structural, long-term reform.
Among other things, the tax reform that took effect on January 1, 2017, changes the income tax for businesses and for individuals,
as well as the IVA regime, and broadens the tax base by increasing participation. It also includes some measures to simplify the
tax system, strengthen the DIAN's ability to control tax evasion, and includes environmental conservation taxes.

In terms of land, a process is underway to design a multipurpose cadastral operation in Colombia, in the context of the National
Development Plan and the Havana peace agreement. The aim is to move toward a single land information system that links registra-
tion and cadastral information, strengthens the security of land tenure and provides access to the information at the municipal level.”

Another initiative seeks to streamline the process of starting a business, with a pilot project to integrate into the Chambers of
Commerce the procedures for registering with social security agencies, since these now account for half of the procedures and
one third of the time involved. Finally, a law for the construction sector (Law 1796 of 2016),¢ for which implementing regulations
have yet to be issued, introduces changes to construction standards; among other things, it establishes measures to increase
oversight of building safety and quality.

a. "Commission of Experts for Tax Fairness and Competitiveness,” established based on Law 1739 of 2014 and Decree 0327 of 2015.

b. The project will be carried out with funding from the World Bank and the Inter-American Development Bank. Municipalities will be selected during
the 2018-23 period.

c. Law 1769, dated July 13, 2016, and known as the “Safe Housing Law,” went into effect as soon as it was promulgated, but implementing regulations
are not yet in place for its provisions.
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There are flaws in quality-related aspects,
both in construction oversight and in the
operation and coverage of the registry and
cadastre, and there are limited resources to
fully implement legal mandates.*

It will take ambitious action to modern-
ize the regulatory structure—not just
incrementally, but exploring bold, com-
prehensive measures. The good news is
that there are initiatives underway with
which the national government hopes to
stimulate regulatory reform in the coun-
try (box 1.1). These measures, along with
programs to take regulatory reform to all
regions, will jump-start improvement of
the business environment and promote
higher productivity and competitiveness,
which in turn will help attain the hoped-
for social and economic benefits of secur-
ing peace in all the regions of the country.

NOTES

1. The percentage of people living in
poverty went from 30.4% in 2010 to
17.8% in 2016. This statistic refers to the
Multidimensional Poverty Index (Indice de
Pobreza Multidimensional, or IPM) published
by the National Administrative Department
of Statistics (Departamento Administrativo
Nacional de Estadistica, or DANE) in its 2016
report on monetary and multidimensional
poverty. The IPM considers five dimensions:
household education; conditions of children
and youth; health; labor; and access to public
services and housing conditions. Available at:
http://dane.gov.co/index.php/estadisticas
-portema/pobreza-y-condiciones-de-vida
/pobreza-y-desigualdad/pobreza-monetaria
-y-multidimensional-en-colombia-2016.

2. Terms of trade are defined as the ratio
between the price of a country’s exports and
the price of its imports. At: http:/
www.banrep.gov.co/es/indice-terminos
-intercambio.

3. OECD. 2017. OECD Economic Surveys:
Colombia 2017, OECD Publishing, Paris.
Available at: http://dx.doi.org/10.1787/eco
_surveys-col-2017-en.

4.

National Planning Department. August 2076.
"Politica Nacional de Desarrollo Productivo.”
CONPES Document 3866, Bogotd, D.C.
Private Council on Competitiveness. August
2016. “Informe Nacional de Competitividad
2016-2017" Bogota, DC.

National Planning Department. 2016. See
Note 4, above.

Colombia. Congress of the Republic. Law 1819
of 2076.

The multipurpose cadastre aims to modernize
the management of the current cadastre
administered by the Agustin Codazzi
Geographic Institute. The cadastral policy

is defined in CONPES Document 3859,

dated August 13, 2016, and the World Bank
and other cooperation entities will provide
technical support for its implementation.
Article 200 of Law 1753 of 2015, National
Development Plan 2014-2018 “Everyone for a
New Country.”

According to the 2015 study “Dividendo
Econdmico de la Paz," prepared by the National
Planning Department, the economic dividends
of peace amount to between 1.1and 1.9
additional percentage points of GDP growth.
Final Agreement for the Termination of the
Conflict and the Construction of a Stable and
Lasting Peace, signed on November 24, 2016,
between the government of the Republic

of Colombia and the Revolutionary Armed
Forces-People's Army.

The 2016 report “Taking on Inequality” on
poverty and shared prosperity, published by
the World Bank, places Colombia among the
10 most unequal countries in the world.

For more information on the distance to
frontier, see the section "About Doing Business
and Doing Business in Colombia 2017."

The paying taxes indicator reflects the taxes
and contributions that national businesses
such as those in the case study must pay in
calendar year 2015, so that the results can be
compared with the Doing Business 2017 data
published for this indicator.

The CREE tax was eliminated by the latest tax
reform (Law 1819 of 2016), which entered into
force in 2017.

Law 47 of 1993 established a special statute
for the department of the Archipelago of

San Andrés, Providencia and Santa Catalina
that, among other things, exempts sales and
services on the island from VAT. That is why
the number of payments and the time shown
for the paying taxes indicator are lower than
for the other cities. For more details, see the
Paying Taxes chapter.

The reference to city size is based on the
following population ranges: small, less than
100,000 inhabitants; medium-size, between
100,000 and 1 million; and large, more than

1 million. The population data correspond to
the 2005-20 municipal population projections
published by DANE.

In Arauca, the CAE was implemented in
November 2013 and improved the connection
between the Chamber of Commerce and the
departmental and municipal governments.
All large cities and all medium-size cities
except for Florencia, Pasto, Quibdd, Riohacha,
Sincelejo and Tunja.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31

32.

33.

In cities with a population of less than
100,000, construction licenses are approved
by the municipality because there are no
building permit offices, or Curadurias.

For more details on changes in methodology
and aggregate rankings, see the section “"Data
Notes".

Ministry of Finance and Public Credit. Decree
589 of 2016

The biometric authentication system allows
notaries, who use the VUR system, to
electronically verify users' identity in national
databases.

The system is not yet operating in Mitd and
Florencia.

Armenia, Bogotd, Cali, Cicuta, Florencia,
Infrida, Pereira, Puerto Carrefio and Quibdé.
Arauca, Barranquilla, Clcuta, Monteria, San
Andrés, Valledupar and Yopal.

The IVC model allows municipal authorities to
manage inspections and oversight procedures
in a single database, based on the risk level of
the activity of the business.

Clcuta, Neiva, Sincelejo, Tunja, Valledupar
and Leticia.

Among other benefits, the law exempted
small businesses from paying the business
registration fee for the first year of operation.
Stamp duties are taxes collected by territorial
entities. They are temporary and earmarked
for a specific purpose, generally to address
social costs or to fund departmental and
municipal activities or institutions.

Decrees 1770 and 1820 of 2015.

According to CONPES Document 3859 on
the cadastral improvement policy, all the
medium-size cities except for San Andrés and
Arauca are in regions of the country where
either there is no cadastral coverage or the
cadastre is more outdated. This refers to the
cadastre administered by the Agustin Codazzi
Geographic Institute (IGAC), which covers
most of the country's territory. Bogotd, Cali,
Medellin and the department of Antioquia
have decentralized cadastres.

By legal mandate, the national cadastre run by
the IGAC must be updated every five years.
However, there are not enough technical
resources and staff to meet that requirement.
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