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The BiD Network Country Guide Series 

 

Investing in Small and Medium Sized Enterprises in Colombia 
2009 is the second in a series of country-specific investor guides 
focusing on small and medium sized enterprise (SME) finance in 
new emerging markets. Investments in new emerging market 
SMEs are limited by a lack of information and a high perception 
of risk. This series aims to provide investors with practical 
information to make informed decisions, thereby stimulating 
investments in the best SMEs in these markets.  
 

Countries to be covered in this series: 

 

Argentina 

 

Bolivia 

 

Colombia 

 

Ecuador 

 

Ghana 

 

India 

 

Kenya 

 

Peru 

 

Philippines 

 

South Africa 

 

Tanzania 

 

Uganda (available) 

If you want more information on this series, please contact 
Susan Randall at: susan.randall@bidnetwork.org 
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Forward 

 

For whom is this guide? 

This guide is written for foreign and local investors who are 

interested in investing anywhere from US$50,000-US$2 million 

in a small or medium sized enterprise (SME) in Colombia, either 

directly, or via a fund or other organizations. The guide aims to 

provide all the necessary information to facilitate investments in 

this range. It contains specific information on the operating 

environment relevant for SMEs and for investors in these types 

of companies. The content has been developed with foreign and 

local public and private sector players operating in the 

Colombian market.  

The information in this guide is relevant for a broad range of 

investors including but not limited to informal investors, private 

equity funds, institutional investors and development 

organizations.  

Note for microfinance investors: While the aim of this guide is to 

assist investors in investing in SMEs in Colombia, many of the 

issues discussed as well as the services detailed in this guide are 

also relevant for micro-enterprises in Colombia. It is important 

to note however, that there are some fundamental differences in 

the market for microfinance, which are well beyond the scope of 

this guide.  
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How to use this guide 

Chapters 1-7 are designed to help you through the planning 

stages, by giving you an overview of the SME market in 

Colombia, the challenges faced by SMEs, and recent initiatives 

to support this sector. This section will give you a good view of 

the trends in foreign investments in Colombia, the development 

of capital markets, and how SMEs access these markets. 

Chapters 8-12 are aimed at helping you implement and manage 

your investment. In this section, you will find regulations 

pertaining to foreign investors and information on implementing, 

managing and exiting from an investment in a Colombian SME. 

 

 Important Tip for reader 

Before you start reading this guide, we suggest you take a 

look at Chapter 13 (List of frequently asked questions by 

topic). This will give you an overview of the main issues you 

can expect to find answers to within this guide. 

 

We also suggest that you take a look at the various in-depth 

interviews contained in this guide with US, European and 

Colombian-based funds, angel investors, and SMEs 

themselves. These interviews are located in Chapter 12. If 

you skim through these interviews early on, it will give you a 

good feeling of the operational environment for SMEs in 

Colombia, and help you to put the information in the rest of 

the guide into context.  
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Definitions 

The legal definition of SMEs in Colombia is based on a firm’s 

number of assets and number of employees. However, it is 

important to take into account that banking market practice 

definition of SME does not correspond to the legal one, which 

has various implications in terms of SME access to credit.  

Legal Definition of SME 

According to the Ley Mipyme (Law 590/2000): 

Small Enterprises are those with assets of between 501 and 

5,000 legal minimum monthly salaries (around US$1 – 1.1 

million) and 11 to 50 employees. 

Medium-Sized Enterprises are those with assets between 

5,001 and 30,000 legal minimum monthly salaries (around 

US$1.1 – 6.7 million) and 51 to 200 employees.  

The SME definition used by credit institutions is generally based 

on annual sales. This indicator often represents a better proxy of 

an SME's level of business activity and prospects than its assets 

or employees. Domestic Colombian banks define SMEs within an 

annual sales range of around US$0.1-5 m, with differences 

largely determined by their corresponding target market1. 

The exchange rate used in this guide is US$ 1: COP 2,387. 

                                                 
 
1 Stephanou C. and C. Rodriguez, ‘Bank Financing to Small and Medium Sized Enterprises in 
Colombia’ 
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Chapter 1. Why invest in SMEs in Colombia? 

 

SMEs are fundamental for Colombia's economic growth, 

diversification of products and for ensuring the country’s 

competitive advantage. They contribute to poverty reduction by 

generating alternative employment and income in rural or 

economically depressed areas, thereby helping to remove 

regional and sectoral imbalances in the economy. The SME 

sector offers a wide range of investment possibilities, covering 

all sectors from resource-based industries to manufacturing and 

services. The Colombian government and private sector actively 

promote SMEs and entrepreneurial development, via a number 

of initiatives which are detailed in this guide. Bank financing to 

SMEs is now a strategic segment for Colombian credit 

institutions, which should improve SMEs overall growth 

prospects.  

In addition to serving as a seedbed of entrepreneurship, small 

enterprises occupy a highly useful niche in Colombia's industrial 

structure, subcontracting with large firms and engaging in small 

batch production, made–to-order work, or finishing operations 

complimentary to large scale industry. Easy entry and exit of 

SMEs can make the Colombian economy more flexible and 

competitive, leading to higher growth rates in the long term. 
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At a human level, Colombia has a strong entrepreneurial 

tradition, and SMEs there are highly flexible and adaptable to 

changing circumstances. Global business environment surveys 

rankings suggest that Colombia entrepreneurs have been 

relatively good at moving toward more sophisticated production 

and (export) baskets. In regards to business sophistication, 

Colombia was ranked 48 among 125 countries in the Global 

competitiveness Report of 2006-7. As for innovation, it was 

ranked 57. According to the World Competitiveness Yearbook 

2008, Colombia occupies the first place in all of Latin America in 

terms of qualified labor. One European-based Venture 

Philanthropy fund interviewed for this guide said that the skills 

level of entrepreneurs in Colombia is among the highest they 

have found, and that Colombian entrepreneurs’ exposure to 

internationally based organizations facilitates negotiations and 

deal structuring.  

 

 

 

 

Colombia offers strong incentives to foreigners who are 

interested in investing in this particular segment of the 

economy. The climate for foreign direct and portfolio investment 

Colombia has a strong entrepreneurial tradition and SMEs 
there are highly adaptable to changing circumstances.  

Bank financing to SMEs is now a strategic segment for 
Colombian credit institutions, which should improve SMEs 
overall growth prospects.  
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is very open. Some 45 duty free zones, where many SMEs are 

active, have been set up throughout the country, which offer 

many tax incentives to foreigners. The country also has three 

important clusters developed around software products, an 

industry which includes many SMEs (ParqueSoft, SinerTic and 

InterSoft). Total assets of the productive sector exceed US$185 

billion and total sales reached US$143 billion in the 2007 

(excluding financial and utilities sectors).  The Colombian 

government has implemented new legislation which benefits the 

business environment and SMEs in particular. Examples of this 

are a reduction in the time and cost to start a business by 

simplifying registration formalities, the introduction of 

correspondent banking arrangements, and strengthening of 

creditor’s rights via a new bankruptcy law.   
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Chapter 2. Risks to investing in SMEs in 
Colombia 

 

2.1 Challenging operating environment 

As will be detailed in this guide, the operating environment for 

SMEs in Colombia remains challenging.  Many SMEs are located 

in rural areas which are still impacted by violence. While many 

persons interviewed for this guide noted a marked improvement 

in the overall security situation, they said that it does have an 

impact on their investment activities in SMEs either via the 

necessity for stricter risk assessment of firms located in conflict 

areas, lost opportunities due to inability of investors to travel to 

certain areas to monitor investments, as well as higher 

operating costs for rurally based SMEs impacted by power 

outages as a result of the sabotaging of electricity towers. 

Colombia fares poorly in guaranteeing property rights, with the 

government unable to fully protect investors from the lack of 

security due to the armed conflict.  

 

 

 

 

While SMEs overall access to finance is increasing, the banking 

and non-banking financial sectors are relatively small and 

shallow, and banking credit to the private sector is still largely 

The armed conflict has an impact on investment activities 
via the necessity for stricter risk assessment of borrowers 
in rural areas, lost opportunities due to inability to travel 
to some regions, and higher production costs for some 
SMEs located in contested areas.  
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restricted to larger firms. This, combined with the only nascent 

state of private capital markets, means that many SMEs can still 

have difficulty finding follow-up (or even start-up) financing, 

which can compromise their operations and profitability. The 

taxation framework is also a hurdle for engaging this sector. The 

tax system has distortions that prevent competition on a level 

playing field, and has historically been highly volatile. This 

increases the risk that some SMEs will not grow to their full 

potential, because by remaining smaller, they are able to benefit 

from some degree of informality without being noticed by the 

tax authorities.  

Despite having wide coasts both on the Atlantic and the Pacific 

Oceans, Colombia’s geography can provide challenges for the 

business environment. There are bottlenecks in the transport 

infrastructure connecting the main production and consumption 

centers between each other and to the ports. As a consequence, 

transport costs are a key issue affecting the competitiveness of 

Colombian products in foreign markets. Transport costs are also 

one of the reasons why expansion across both the local markets 

and abroad is very difficult for SMEs. 

 

2.2 Risks to investing in emerging markets SMEs 

Besides the specific risks attached to investing in a Colombian 

SME, there are some generic risks for investing in new emerging 

markets which you as an investor should be aware of: 
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• Most SMEs in new emerging markets are unlisted. 

Investment in unlisted businesses is considered as a 

high risk investment. 

• Investing in new emerging markets and/or new and 

fast-growing companies add to that risk. 

• The exit routes for investment in unlisted companies are 

limited. Marketplaces for trading of unlisted shares are 

scarce. Consequently it is difficult to determine the 

market price of shares upon exit or to find interested 

buyers for those shares. 

• There are great risks of non-repayment of interest, 

principal, dividends or guarantees on loans, not only due 

to failing entrepreneurs but also due to failing 

economies, political turmoil, catastrophes, etc.  

• In this light, you as an investor should carefully consider 

whether such investments suit you and whether you can 

spare the financial resource. 
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Chapter 3. Planning your investment in 
Colombia 

 

There are several ways for you to invest in an SME in Colombia. 

You can do this yourself, or via a fund.  

If you want to do it yourself, your investment can take two 

forms: 1) you can invest directly into the company through 

direct investment, or 2) set up a Colombian company, such as a 

partnership or a sole proprietorship, and through such a vehicle 

either invest into equity or provide debt or quasi debt 

convertible instruments to the SME.  More information on this is 

available on page 102. 

Another option is to invest via one of the growing number of 

Private Equity, Venture Philanthropy and Seed Capital Funds 

targeting the Colombian SME sector, a list of which can be found 

in this guide on page 85.  

In the next section, we outline the main steps to take when 

planning your investment. First, however, it is important to 

point out some of the pros and cons of either investing in a fund 

or on your own. These points apply both for foreign and local 

investors: 

 

Investing as (or via) a fund 

Investing in an SME via a fund can have several advantages 

over trying to do it yourself. A major advantage of investing via 
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a fund is that since they are professional organizations they will 

be well-informed as to the specific regulatory, cultural and 

operational environment in which the investee enterprise 

operates. A private equity fund will establish a long-term 

partnership with you and take care of the day to day 

management of your investment. As you will read in the 

interviews throughout this guide, SMEs have major non-

financing needs which are necessary to address along with their 

financial ones, without which many investments will fail. A fund 

usually has a team in place which can address some of these 

non-financial business needs and help ensure the success of 

your investment. Finally, an important advantage of funds is 

that since they are close to the market they can have better 

insights into appropriate exiting opportunities, including helping 

SMEs to get follow-up financing via other (larger) funds in their 

networks.  

 

Investing directly in an SME as an individual (informal 

investor) or organization 

Investing directly in an SME is probably more difficult than doing 

this via a 3rd party; however it can also offer some advantages. 

Some informal investors and organizations want a high degree 

of involvement with the SME, which can be facilitated by doing 

the investment in direct fashion (however, it is important to 

point out that many funds investing in SMEs currently offer 

individual investors opportunities to have hands on contact with 

their portfolio companies).  If you are a foreign (or local) 

investor with expertise or a good international network in the 
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SME’s sector, you can provide them with one-on-one coaching 

and important business contacts which can be very beneficial for 

the company’s performance.  

 

 

 

 

Also, investing directly will give you a high degree of leeway in 

the type of SME you want to invest in, the type of financing you 

want to provide, and the overall type of engagement you are 

looking for. Funds, e.g., often have a lot of rules for how they 

can engage with clients, and often these do not reflect the 

situation on-the-ground.  Besides, funds need to remain in line 

with their shareholders/stakeholders preferences, which can 

limit certain types of financing, investment in certain companies, 

etc. If you do the investment yourself, you may have more 

freedom to decide on all these issues. 

Some disadvantages to investing directly in an SME could 

include less depth in terms of knowledge over local investing 

conditions and regulations, smaller (local) networking capability 

(in the case of a foreign investor), and higher relative 

transaction costs, if you are only engaging in one or two 

investments. Also, it is important to consider if you can add 

value (other than financial) to the SME. Many SMEs need a 

substantial amount of non-financial business assistance in order 

to make their companies succeed, such as help with marketing, 

An advantage of funds is that since they are close to the 
market they can have better insights into appropriate 
exiting opportunities, and can help SMEs to get follow-up 
financing via other (larger) funds in their networks  
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and overall management. If you can only offer financial 

resources, this may not be enough to make an SME succeed in 

the Colombian context.  

 

 

 

 

The following are suggestions for planning your investment in 

Colombia. These suggestions are relevant, in varying degrees to 

all types of investors. Since the SME sector and investors in this 

sector are so varied, these steps should be seen as suggestions 

and not as a prescription.   

 

 

 

 

 

 

1. Familiarize yourself with the operating environment 

for SMEs in Colombia. This is very different than that of 

large corporations. By skimming the interviews with Fund 

managers and SMEs in this guide, as well as the sections on 

access to finance, you will start to form a view of this 

specific opportunities and challenges in this sector.  

Investing directly will give you a high degree of leeway in 
the type of SME you want to invest in, the type of 
financing you want to provide, and the overall type of 
engagement you are looking for 

Important tip for reader: in chapter 13, you will find a list of 

frequently asked questions, which is structured around this 

planning section. In this frequently asked questions section, 

you will be directed to the page in this guide which will 

answer your question. 

 



 
Investing in SMEs in Colombia 

 

22 
www.bidnetwork.org 

2. Inform yourself about the sector you want to invest 

in. Suggestions for suitable sectors to invest in and diverse 

(equity) players’ profiles are available on pages 78 and 85. 

It is important to note here that total assets of the 

productive sector exceed US$185 billion and total sales 

reached more than US$143 billion in the 2007 (excluding 

financial and utilities sectors).  When looking into different 

sectors, it is also important to know the worldwide industry 

leaders and market developments in order to find out about 

the best practices and innovations in said area. The Ministry 

of Commerce, Industry and Tourism, their financial 

organization Bancóldex, and the foreign trade and 

investment promotion agency Proexport,  have information 

about productive sectors. For an overview of information on 

specific sectors in Colombia see (www.proexport.com.co).  

 

3. Consider starting commercial relationships with a 

Colombian enterprise. Many foreign investments in 

Colombia start as trading relationships. The Ministry of 

Commerce, Industry and Tourism Commerce, Bancóldex and 

Proexport have information on trading opportunities with 

firms in different sectors. Also, contact associations related 

to the sector, chambers of commerce and financial advisors 

to complete the information you have on the entrepreneurial 

environment and estimate the true potential of the sector.  

Contact details are located in Annexes 7 and 8. 
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4. Review the regulations for foreign investors, including 

tax treatment and other incentives you will receive in 

Colombia. This guide will give you information on all 

relevant regulations, including information about investment 

incentives, taxation, duty-free information and restricted 

sectors.  See Chapter 8. 

 

5. Perform a background check on the SME´s 

management. Generally, SMEs are owned by families. For 

this reason, it is important to be critical with regard to 

openness on financial statements, corporate governance and 

the ability of the SME to make decisions with you as a team.  

In addition, it is important to know the entrepreneurial 

network of the SME, for example its suppliers, clients, 

employees and competitors.     

 
6. Inform yourself of risk mitigation products relevant to 

your investment. It is important to review economic 

perspectives to manage foreign exchange risk. Note that it 

is important to review risk mitigation opportunities before 

you invest. This is because the additional costs associated 

with risk mitigation products makes them less attractive for 

existing investments where the cost structures are already 

set. See page 112 for an overview of risk management 

options. 



 
Investing in SMEs in Colombia 

 

24 
www.bidnetwork.org 

7. Inform if your investment qualifies for any guarantee 

programs. Bancóldex, and FNG have extensive guarantee 

programs for investing in SMEs, see Chapter 7 for a 

description of Colombian based programs. Many countries 

have programs giving guarantees and other financial 

incentives for their foreign nationals investing in Colombian 

enterprises. See Annex  5  for a listing of some international 

guarantee programs.  

 
8. Inform yourself as to whether the SME already has 

ties to other investors. Having trusted (local or foreign) 

investors involved in your investment in an SME is one 

important way to mitigate risks. During the planning stages, 

you can get information regarding whether the SME you are 

interested in has already received any commitments from 

other investors (including: banks, microfinance players, 

equity funds).  

 

9. Inform yourself of existing business linkages of your 

SME with Multinational Corporations (MNCs). This is 

especially important for investors in export oriented sectors. 

Examples of opportunities for SME/MNC partnerships in 

Colombia are contained in this guide on page 55. 

 
10. Make sure the company you want to invest is 

registered with the relevant authorities. The procedure 

for establishing and registering a company in Colombia is 

detailed in this guide (see page 102). At this time, you can 
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also inquire if your SME qualifies for business development 

services available in Colombia, or whether financial 

statements are available at the Superintendencia de 

Sociedades or Chambers of Commerce.  

 

11. If you are starting a new company in Colombia, decide 

on the form of incorporation. Information on types of 

legal corporate entities is located in Annex 1.  

 
12. Decide on type of financing you want to provide to the 

SME. Financing can take many forms such as a loan, an 

equity stake, a subordinated loan or a shareholder loan, or 

any combination of the above. You can get an idea of typical 

instruments for investing in SMEs in Colombia by reading 

the interviews with various fund managers in this guide. 

These interviews will also give you an idea as to the latest 

developments in the markets for credit and equity in 

Colombia, to give you diverse perspectives about the 

instruments you may want to use to invest in an SME. Be 

sure to read the interview with Tom Gibson on 

shareholder loans on page 168.  

 

13. Perform a due diligence on the SME you want to 

invest in. For advice on which checks to perform in a due 

diligence of an SME, please contact 

matchmaking@bidnetwork.org. BiD Network can also put 

you in contact with local agents able and willing to perform 

this service in Colombia. In Colombia, Proexport, Chambers 
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of Commerces and Bancóldex are good initial contact points 

for advice on where to find providers to do a due diligence 

for you. Price WaterHouse Coppers, Ernst & Young and 

Deloitte are top-end accountancy firms; top end investment 

advisors also include Inverlink, Corficolombiana and Brigard 

& Urrutia.  Please see Annex 8 for a list of providers of 

business development services for SMEs and investors in 

these companies. 

 

 

 

*Does your company have an investment project? 
Are you looking for a reliable financial partner to carry out your project? BIO, the 
Belgium Investment Company for Developing Countries, works within the 
framework of the Belgian Ministry for Development Cooperation to invest in SMEs 
and Microfinance Institutions through direct equity stakes and medium and long-
term loans.  
Web: www.bio-invest.be – Email: info@bio-invest.be 
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Chapter 4. Snapshot of Colombia 

 

Colombia is a middle-income country with a population of 

approximately 45 million and a GDP per capita which has 

increased significantly in the last few years to around US$3,260. 

It is bordered on the northwest by Panama, on the east by 

Venezuela and Brazil, and on the southwest by Peru and 

Ecuador. Colombia has had a healthy economic growth over the 

last decades and is now the fifth largest economy of Latin 

America with abundant natural resources (such as agricultural, 

mining, energy) and a diversified export industry.  

Over the last quarter of a century Colombia's average economic 

growth rate of 4.5% has outperformed all of Latin America's 

main economies, while growth over the last 15 years (4.15%) 

has been second only to Chile (with 5.0%). More importantly, 

Colombia's GDP growth volatility (at 1.9%) is one of the most 

stable in the world (compared with 2.2% for industrialized 

countries, 3.4% for South East Asia and 4.7% for the rest of 

Latin America). Furthermore, Colombia was the only Latin 

American country not to default or restructure its foreign debt 

during the 1980s2. 

During the last two years, the economy grew at rates over 5%, 

reaching 8.2% in 2007, however it is expected to grow by less 

than 4% percent during the next two years, as external 
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conditions deteriorate. While economic growth in Colombia has 

been quite steady on a historical basis, it is, as any emerging 

market, vulnerable to periods of economic decline. For example, 

the economic recession at the end of the century was strong 

enough to erode the gains of the previous years , with the 

period between 1994 and 2004 "lost" in terms of economic 

growth.3 

 

 

 

 

 

 

The fiscal balance will likely deteriorate in 2009-10 because of 

the cyclical impact on revenue and spending pressures, but 

should improve slightly in 2011-13 assuming that growth 

returns. Policymaking will become more challenging in 2009-10, 

as fiscal and current-account deficits leave Colombia, like all 

emerging markets, exposed to the global credit crisis.  

                                                                                                    
 
2Globalsecurity.org, ‘Colombia’ 
3 Melendez, M. and A. Harker, ''Revisiting Economic Growth in Colombia - A Microeconomic 
Perspective" 

Colombia's GDP growth volatility (at 1.9%) is one of the 
most stable in the world (compared with 2.2% for 
industrialized countries, 3.4% for South East Asia and 
4.7% for the rest of Latin America).  
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Map of Colombia 

 

 

4.1 Political Environment 

Political risk in Colombia has decreased significantly along with 

an overall improvement in the security situation in the country. 

Since 2002, President Alvaro Uribe’s coalition has enjoyed 

congressional majorities in both legislative chambers and a 

steady stream of US financial and logistical assistance; two 

factors which have helped to galvanise government policy4. 

Public order has been restored in many areas of the country, 

and all persons consulted for this guide have noted a marked 

improvement in the security situation. Economic recovery in 
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recent years has been associated with a decrease in kidnappings 

and massacres that chronologically coincides with the enactment 

of the Law of Security and Order under Mr. Uribe’s presidency. 

Nonetheless, there are many challenges to the political climate. 

 

Background 

For more than 40 years, Colombia has been mired in a violent 

civil conflict which has taken dire consequences for the civilian 

population and all aspects of society in general. The conflict has 

affected several generations, with perpetual cycles of violence, 

especially in rural areas. While the drivers of the conflict are 

very complex they are rooted, at least in part, in the division of 

political power between two main political parties, lack of 

agrarian reform, and a large industry in illicit drugs, which 

provides financial backing to the various actors in the conflict. 

While Colombia has a long tradition of formal democracy, it is 

important to note that third parties were excluded from 

elections from the late 1950s until the mid-70s, and were 

subjected to violent persecution thereafter. Thousands of people 

have disappeared, and Colombia now has one of the world’s 

largest internally displaced populations. According to the 

International Red Cross, between 2 and 3 million people have 

been forced out of their hometowns since 1985. 5As for the 

obligations of the Colombian State to assist those persons 

affected by the armed conflict, substantial improvements have 

                                                                                                    
 
4 Business Monitor International, ‘Colombia: Political Risk Under the Microscope’ 
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been made in public policy to assist the displaced population. 

Particularly noteworthy is the fact that displacement has been 

formally recognized by enactment of Law 387/97 while its 

regulatory decrees acknowledges the rights of the displaced. 

This has translated into sizeable increases in the budgetary 

allocation for humanitarian assistance6. 

 

Impact on investments at firm level 

The armed conflict's impact on firms investment decisions, 

especially those located in rural areas, can be seen in several 

ways. First, it deters investments that would otherwise have 

taken place, and secondly, it diverts investment toward 

activities that would not have been the first choice of investors 

during peace times but are for safety reasons more convenient 

due to lower potential losses. It also raises production costs for 

companies that have to incur non-productive expenses (either 

legal, such as guards and alarm systems) or illegal (side-

payments to paramilitary or guerrilla groups.  7 It also raises 

production costs for SMEs who are affected by attacks by armed 

groups, e.g., electricity blackouts as a result of sabotage. SMEs 

involved in agriculture may be impacted by forced displacement, 

and SMEs involved in basic service industries like public 

transportation are also caught in the cross-fire, as they may be 

                                                                                                    
 
5 Red Cross, ‘Flight of the Colombians’ 
6 ICRC, ‘Colombia: the ICRC assistance programme for the displaced’ 
7 Melendez, M. and A. Harker, ''Revisiting Economic Growth in Colombia - A Microeconomic 
Perspective" 
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accused by one or other groups of "transporting" the other 

group. Many small enterprises are also very vulnerable to 

extortion in Colombia, which can also affect investment 

decisions. 

 

Recent improvements 

Successive governments have not been able to restore public 

order and stem violence. The current government under 

president Uribe has been successful in restoring public order in 

many areas of the country, which is reflected in his high level of 

popularity and declining levels of crime, especially regarding 

kidnapping rates.  The data shows economic reactivation in 

areas with declining levels of violence, especially in departments 

like Antioquia, Santander and Cesar. There has been a major 

improvement in the ability to move freely throughout the 

country via the road system, which is very important as road 

transportation is the main form of mobility in the country.  

 

 

 

 

All persons contributing to this guide have confirmed a marked 

improvement in the country's security situation, and in many 

                                                                                                    
 
 

The current government under President Uribe has been 
successful in restoring public order in many areas of the 
country, which is reflected in his high level of popularity 
and declining levels of crime, especially kidnapping rates.  
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cases it does not affect their operations, especially for those 

investors focused on urban based SMEs. However, some 

investors interviewed for this guide noted that the conflict had 

some impact on their activities, either via lost opportunities 

(especially in the important agro-industrial sector), higher risk 

assessment of borrowers (implying higher costs), or, as in the 

case of one SME featured in this guide, in significantly higher 

production costs due to power outages. One fund interviewed 

for this guide,  Capitalia Colombia, has various programs in 

place to assist internally displaced people, see page 196, and 

there are also many government-backed initiatives which try to 

support displaced and marginalized groups.  

 

 

 

 

Uncertain longer-term outlook 

Although levels of violence associated with the internal conflict 

and drug-trafficking have fallen, they remain high by 

international standards. In addition, there has been an increase 

in the recorded armed contact events since 2002, which reflects 

the ongoing war. There is controversy over the current 

government’s emphasis on military means to solve the civil 

conflict as well as over the fact that the demobilization of 

All persons contributing to this guide have confirmed a 
marked improvement in the security situation in the 
country, and most said that it does not affect their 
operations significantly.  



 
Investing in SMEs in Colombia 

 

34 
www.bidnetwork.org 

paramilitary groups has not been accompanied by legal 

processes against some of their members. 8Finally, it is 

important to note that declining levels of violence do not 

necessarily imply a consolidation of public order, as in some 

cases there is simply a new order imposed either by paramilitary 

or guerilla. In some regions of the country, these groups 

continue to provide state functions,  which obviously has some 

implications for the continued challenges in protecting investors' 

(both local and foreign) property rights.  While it is still too early 

to tell what the longer term impact of the current policies will 

be, there has been an undoubtedly sharp overall improvement 

in the security situation in Colombia, which if consolidated would 

make the country even more attractive for investment. 

 

4.2 Business Environment   

The current administration’s goal has been to consolidate a 

sound macroeconomic and pro-investment climate.  

Colombia has made a big improvement in order to provide a 

better environment for business development; this resulted in a 

much better ranking in the Colombian Doing Business Survey 

from The World Bank. Indeed, Colombia is one exception in the 

Latin-American region with a meaningful advance. 

                                                 
 
8 Melendez, M. and A. Harker, ''Revisiting Economic Growth in Colombia - A Microeconomic 
Perspective" 
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Ease of Doing Business +/- 2009 2008 2007 

Argentina -4 113 109 101 

Bolivia -10 150 140 136 

Brazil +1 125 122 113 

Chile -7 40 33 28 

Colombia +13 53 66 83 

Ecuador -3 136 133 124 

México -14 56 42 41 

Peru -9 62 53 56 

Venezuela +1 174 175 163 

The improvement in the business environment is probably one 

of the main factors as to why foreign direct investment (FDI), 

over the past 4 years,  has increased from ~US$1.5bn in 2003 

to US$7.02 bn in 2007 (figure includes oil sector related 

investments).  

The table below shows FDI growth over the past 5 years and the 

figures up to July 2008. 

FDI flows to Colombia, 2002-2008 (US$ bn) 

 
Source: Ministerio de Comercio, Industria y Turismo July 2008. 

Note: In 2005 Grupo Bavaria, leading beer company, was sold to Sab Miller. 
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According to the Latin American Venture Capital Association 

(LAVCA) 2008 Scorecard, Colombia has improved its overall 

score and ranking. According to LAVCA, the country’s main 

strengths are its laws on fund formation and operations, and its 

liberal policies toward foreign portfolio investment. Moreover, an 

austerity plan has been introduced, reducing public expenditure 

and reforming tax, pension and labor laws, with consequent 

improvements in government finances. This administration has 

also promoted the country’s participation in regional trade 

agreements. 

 

 

 

 

However, there are several challenges which can hinder doing 

business in Colombia. The government still faces rising 

inflationary pressures and high levels of public debt; the size 

and liquidity of its capital markets are restricted, and there is a 

high level of perceived corruption as well as a weak judicial 

system. Infrastructure deficiencies, including transport, energy 

and telecommunications, have also been cited as problematic 

factors for doing business in Colombia. On the Global 

Competitiveness Report 2008-9, the most problematic factors 

for doing business were cited as tax rates, corruption, inefficient 

government bureaucracy, tax regulations, and restrictive labor 

regulations. 

According to LAVCA, the country’s main strengths are its 
laws on fund formation and operations, and its liberal 
policies toward foreign portfolio investment. 
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4.3 Trade and Investment Trends     

Colombia is a resource-based economy and its main exports are 

based on capital-intensive natural resources sectors such as 

agriculture, mining and oil. However, Colombia has succeeded in 

diversifying from its traditional commodities to other products 

such as flowers, chemicals, food, clothing and tobacco. Its 

imports are dominated by consumption goods and equipment. 

The main trade partner of Colombia is the United States but the 

Andean Region and Europe have been increasingly playing a 

more significant role in Colombian trade and foreign investment. 

In 2006, official data indicated that 48% of FDI came from the 

US, 23% from Europe, 8% from Central America and 3% from 

South America9. 

The government has attempted to attract export-oriented FDI 

by providing a mixture of incentives, which included the creation 

of free trade zones as well as tax breaks against exports. 

Traditionally, FDI has been directed mainly to three sectors: 

manufacturing, natural resources and public utilities. In the 

second half of the 1990s the latter was especially encouraged by 

privatization and concessions in electricity distribution, gas, coal 

and telecoms. In 2003, the government announced once more a 

program to divest State assets and is promoting public-private 

partnerships especially in what concerns infrastructure 

development.  
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Source: Central Bank 

 

Duty Free Zones 

These areas are designed to promote foreign trade, create jobs 

and act as poles of industrial development in the regions where 

they are located. However, they also encourage foreign 

investment in SMEs, as with the new legislation foreign 

investors can also benefit from these tax incentives. This new 

free trade zones framework, ruled by the laws 1004/05, 

383/2007 and 4051/2007, has created new conditions allowing 

SMEs to establish there as long as they comply with certain 

basic requirements.  

In what concerns SMEs with low levels of assets, between 0 and 

US$128,000, there are no requirements for acquiring or buying 

warehouses inside the zone. There is only one rate for the 

                                                                                                    
 
9 Economist Intelligence Unit, ‘World Investment Prospects to 2011’ 
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taxation over the interest fixed at 15%, in contrast with 38.15% 

in the rest of the country. Entrepreneurs can also import 

machines and raw materials without paying VAT.   

If the SME has assets between US$128,000 and US$1,3 m, they 

can also enter the FTZ without any investment commitment. 

However, they do have to create at least 20 jobs. 

For more information about Free Trade Zones see Annex 4. 
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Chapter 5. The SME market in Colombia 

 

5.1 Size of the market 

According to DANE’s 2005 census, SMEs represented around 3.5 

percent of all Colombian firms, employed around 30 percent of 

the labor force, and were divided between the industry (19%), 

commerce (22%) and service (59%) sectors, respectively. 

However, despite the importance of SMEs for the Colombian 

economy, the Ley Mipyme and the existence of government 

programs to support them, they are still not well documented in 

official statistics and there is not sufficient data on SME 

characteristics, evolution or overall contribution to the economy.  

Moreover, the true size of the SME market is understated due to 

informality. Existing studies have estimated the size of the 

informal economy in Colombia between 35 and 40% of GDP, 

which implies that a large proportion of firms are not captured in 

the official statistics. While informality offers firms some 

advantages such as the ability to avoid paying taxes and social 

security contributions, at the same time it limits their possibility 

of receiving credit or accessing government support programs10.  

As per the information provided by Colombia’s Superintendence 

of Companies, out of the approximately 21,000 registered 

companies operating in the country, approximately 18,000 had 

                                                 
 
10 Stephanou C. and C. Rodriguez, ‘Bank Financing to Small and Medium Sized Enterprises in 
Colombia’ 
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operating revenues, in 2007, above US$50,000 and below 

US$25 m, which would classified them as SMEs.  

 

 

 

 

 

 

5.2 Main Sectors where SMEs operate 

This section provides you with an overview of the main sectors 

where SMEs are operating. 

 

SME Distribution per Sector 

 

 

 

 

 

 

 

 

 
Source: Supersociedades (2002). Cálculos Fedesarrollo 

 

The agriculture sector is mainly dominated by coffee growing, 

providing 7% of Colombia's GDP and employing 600,000 people. 

While informality offers firms some advantages such as 
the ability to avoid paying taxes and social security 
contributions, at the same time it limits their possibility of 
receiving credit or accessing government support 
programmes. 
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Colombia is also the world's second largest exporter of cut 

flowers. Despite many actions carried out by the government, 

coca and poppy growing remains important. Colombia mainly 

exports coffee and petroleum, which makes the country very 

dependent on developments in international oil prices.  

The manufacturing sector is mainly focused on food-processing.  

Manufacturing is located mostly in the provinces of Antioquia, 

Cauca, in the capital district, and to a lesser extent in 

Barranquilla, on the Atlantic coast. The number of people 

employed by this sector is 588,681—approximately 20 percent 

of the economically active population. 

The lowering of many trade barriers in the 1990s served to 

streamline Colombian industry, and most sectors have managed 

to remain competitive with other Latin American competitors, 

leading to an increase in exports to those countries. 

The construction industry, one of the largest employment 

sectors in Colombia, has been very dynamic over the last 2 

decades, totalling close to 7,000 companies. In the years from 

1998 to 2001, however, it was hit hard by the recession and 

tight credit conditions.  

Since 1977 the average participation of the building activity is 

4.5% of GDP (57.6% for public works and 42.4% for housing, 

offices, commerce and stowing spaces). Expanding credit has 

been one of the drivers for this growth.  
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GDP and building activity in billions of US$ 

 
Source: DANE 2007. 

 

Equipment goods and food processing can offer important 

business opportunities. 

The commercial sector is very important in most urban areas, 

and it has modernized substantially over the years. Main lines of 

sales are food, clothing, and pharmaceuticals, though 

automobiles are also significant. Although most retail is 

regionally based, there are 3 main chain stores—Almacenes 

Exito, Vivero, and Carulla—which have remained strong. See 

page 204  for an interview with Samuel Azout, former president 

and partner of Grupo Vivero where he discusses opportunities 

for SMEs in the supermarket retail branch. 
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5.3 Challenges in operating environment 

SMEs in Colombia present several characteristics that limit their 

development, such as family structures, low level of ICT use, 

limited access to adequate financing, problems in 

commercializing their products as well as in acquiring supplies 

and limited participation in the market for government 

contracts.   

Deficiencies in Colombia’s business environment can have a 

greater impact on SMEs than on larger businesses because 

SMEs tend to have less political influence, and have fewer 

resources for compliance with regulations or complicated tax 

systems. Although SMEs are very important in Colombia’s 

economy, they face many constraints and challenges in their 

day to day operations. 

Below we mention a few of the external challenges for SMEs in 

Colombia, followed by some more internal challenges: 

5.3.1 Access to credit/financial services 

Access to credit has been cited as one of the most important 

constraints for SMEs. For a detailed discussion of the challenges 

to accessing financial services, see chapter 7.   

 

5.3.2 Infrastructure Support 

Adequate infrastructural facilities are necessary for the 

promotion of SMEs, however, services including energy, 

transportation and telecommunications are referred to as a 
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burden in the production costs for SMEs. Moreover, the 

improvement in the security situation has eased the movement 

of goods and people around the country, but insurance costs 

remain high. The power supply has increased in reliability owing 

to greater investment in this sector from the public and private 

sectors, but it remains below the regional average, as does the 

quality of telecommunications11. One SME interviewed for this 

guide cited power outages due to guerrilla attacks to electricity 

power plants as being a major recurring business cost as it 

forced her to seek alternative sources of (more expensive 

energy). See page 175. 

 

5.3.3 Intellectual Property Rights  

As SMEs are often at the center of innovative activities, 

owners/managers and investors in these SMEs should be aware 

of the basic principles of the patent system. However, most 

recent studies on the use of the intellectual property system by 

SMEs as part of their business strategy show that most SMEs in 

most countries worldwide do not use the IP system effectively, if 

at all. Even in countries where the overall IP legal regime and IP 

institutions are considered to be well established, SMEs do not 

effectively use the intellectual property system, due in part to 

perceived lack of relevance of the IP system, or perceived high 

cost and complexity of the system. 

                                                 
 
11 UNCTAD, ‘Investment Policy Review: Colombia’ 



 
Investing in SMEs in Colombia 

 

46 
www.bidnetwork.org 

In Colombia, while protection of intellectual property rights is 

enshrined in the legal code (see page 95) enforcement is 

reportedly patchy and infringements are common. This is 

particularly the case with unauthorized use of trademarks, but 

all forms of infringement of intellectual property rights are 

widespread. Several persons interviewed for this guide cited 

gaps in the IP system, and the high costs for SMEs in obtaining 

patents. See pages 141, 143 and 187 for more on this subject. 

 

5.4 Practical initiatives in the SME sector 

The government has been actively promoting the SME sector, 

which is coordinated by the National System to Support and 

Promote MiPyme12.  In addition to the general policies oriented 

to improve the Colombian business environment, the 

government has also implemented certain measures particularly 

for SMEs and micro enterprises. These include financial support 

such as long-term development funds and partial credit 

guarantees by state-owned, second tier credit institutions, 

especially Bancóldex and FNG (Fondo Nacional de Garantías), as 

well as other non-financial instruments which promote 

enterprise creation, innovation and technological development, 

access to markets, capacity-building processes and human 

resources qualification13.    

                                                 
 
12 www.mipymes.gov.co 
13 Conpes 3484 
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SMEs are supported by the national government via the financial 

products of Bancóldex, the guarantees offered by FNG and the 

policy of Banca de las Oportunidades. Moreover, SENA has 

established support tools such as the Fondo Emprender, which 

financed the creation of 837 new enterprises in 2004, and the 

Enterprises Incubator program, which created 1143 enterprises 

and 8772 new jobs in the period 1999-2006.  

The Colombian government also has an Enterprise Culture 

program, Youth Colombia, and a great variety of programs 

especially oriented to support the most vulnerable in the 

creation of enterprises as an alternative strategy for income 

generation.  

For the promotion of innovation and technological development, 

the government has created the tools operated by Colciencias, 

the SENA (National Learning Service) and Fomipyme14 (See 

pages 49 and 53).   

Proexport is the government agency that promotes and 

facilitates access to the international markets. They have a 

program especially oriented to support SME's 

internationalization, Expopyme. (see page 52).  

Additionally, the Colombian government has changed current 

legislation as well as implemented new legislation, which benefit 

the business environment and SMEs in particular. In fact, the 

World Bank 2009 Doing Business in Colombia states that the 

                                                 
 
14 www.mincomercio.gov.co 
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country improved in 10 indicators. Examples of these are the 

reduction in the time and costs to start a business by simplifying 

registration formalities, including speeding up processes at the 

registry and eliminating the need to obtain a certificate of 

compliance with zoning regulations. Other policy measures have 

included changes in the definition of the interest rate ceiling, 

passage of legislation on credit reporting (“Ley de habeas 

data”), and strengthening of creditor rights via a new 

bankruptcy law.  

In the following section, you can find overviews of some  

government and private sector initiatives to promote SMEs in 

Colombia: 

 

 

 

 

 

 

 

 

 

 

 

ANALDEX 
Since 1971, Analdex, the National Association of Foreign 
Trade has been promoting and improving exporting 
activities to increase the competitiveness of Colombian 
products.  
www.analdex.org 
 

Avina 
Avina was founded in 1994 by the Swiss entrepreneur 
Stephan Schmidheiny, who inspired the vision and values 
that guide the organization. Avina is maintained by VIVA, a 
trust created by Mr. Schmidheiny to further sustainable 
development through alliances between successful and 
responsible business and philanthropic organizations that 
promote leadership and innovation. Avina focuses on four 
areas: Equity of Opportunities, Democratic Governance and 
the Rule of Law, Sustainable Economic Development, and 
Conservation and Management of Natural Resources. 
For information about Avina’s operations in Colombia, 
please contact: wendy.arenas@avina.net 
www.avina.net 
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Banca Capital 
The Secretariat for Economic Development at 
Bogota's city hall has created Banca Capital, a bankers´ 
bank which provides financial solutions for SMEs in Bogota 
and surrounding areas.  100% of the money is obtained 
from the city hall budget (approximately USD117 million 
over the next 4 years). The Bank opens in January of 2009, 
however, USD2,5 million are already in place and the goal 
is to achieve USD15 million at the end of 2009. 
 
According to the Director of Financial Secretariat Humerto 
Pinilla, Banca Capital will operate the credit line of 
Bancóldex for Bogota and focuses on micro-financial 
institutions (not-regulated by Superintendencia Financiera). 
Other target markets are: microinsurance, foreign 
exchange, leasing, and factoring (in alliance with 
Bancóldex). 
 

Bogota Emprende 
Bogota Emprende is a joint-venture between Bogota's City 
Hall and Chamber of Commerce which promotes 
entrepreneurial culture and support entrepreneurs and 
businesspeople. It offers the following services:  

� Offers deep and detailed information for enterprise 
creation, growth and expansion; 

� Schedule workshops and provide advice concerning 
the  entrepreneurial environment; 

www.bogotaemprende.com/ 
 

Colciencias 
Colciencias finances and promotes entrepreneurial research 
and development for innovative products and services. 
Colciencias covers diverse economic sectors like energy, 
software development and export goods. 
www.colciencias.gov.co/ 
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CREAME 
CREAME is an Integrated Center for Entrepreneurial 
Services in operation since 1996. CREAME was established 
by 29 institutions (private, academic and public 
organizations) with an objective to create a new 
entrepreneurial culture.  They use managerial tools to 
empower enterprises.  
Some results of CREAME are: 

� Creation and empowerment of 950 enterprises 
based on technology, agro industry and added 
value; 

� Development of  426 business plans; 
� Mobilization of USD17 million in capital;  
� Generation of more than USD21 million in 

revenues; 
� Promoted and advised incubators set-up in 

Ecuador, Panama, Peru, Guatemala, Bolivia and 
Venezuela;  

� Creation of 4,166 highly qualified employment 
positions. 

For an interview with Jorge Montoya Sanchez, Subdirector 

of CREAME, see page 190. 

www.creame.com.co/ 

Compartamos con Colombia  
The non-profit organization Compartamos con Colombia is 
an alliance between recognized companies with high quality 
professional services aimed at supporting, and 
implementing initiatives with a high social impact. Among 
their activities they focus on promoting social 
entrepreneurship, family philanthropy, and financially 
viable social investments.  
 
Compartamos con Colombia is leading the development of 
a venture capital fund to invest in financially viable projects 
in Colombia with a social focus.  
www.compartamos.org.co 
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Colombia Capital 
The purpose of COLOMBIA CAPITAL is to inform entrepreneurs about 
the advantages of securities markets and the development of long 
term financing and alternative investment mechanisms both for 
companies and investors.  In addition, the mission of COLOMBIA 
CAPITAL encompasses coordinating other actors such as regulators, 
in order to modernize regulations and thereby promote the 
development and dynamics of capital markets in Colombia. 
COLOMBIA CAPITAL also aims to foster the development of private 
equity funds, by encouraging the creation of new funds, as well as 
by accompanying companies that are not prepared to enter the 
securities market in their search for alternative financing 
mechanisms through private equity funds. It also works to develop 
the regulations for the private equity industry.  
Considering these two aims, PLATAFORMA COLOMBIA has been 
designed as an activity aimed at promoting a closer inter-connection 
of middle and large size industrial companies having capital needs, 
and Private Equity funds. It contemplates implementing a virtual 
portal to link companies in search of growth capital with Private 
Equity funds and risk funds aimed at investing. Likewise, a business 
round has been planned to promote a closer association between 
different companies and Private Equity funds.  
Companies interested in being part of this program must meet the 
following criteria: 

• Companies with a membership of at least one year; 
• Companies belonging to the industrial sector with great 

potential for expansion; 
• Companies with a minimum sales volume of $3 thousand 

million pesos (around USD1.5 million); 
• Duly presented and filled out business plan; 
• Interest in receiving private equity funds investment and 

risk funds as shareholder. 
Benefits for companies participate in the program may include: 

• Publication of the business plan of the company in Colombia 
Capital’s virtual web site port in order to achieve exposure 
to  Private Equity funds and other investors authorized by 
the agreement; 

• Participation in a business round with private equity funds 
(PLATAFORMA COLOMBIA); 

• Access to documents, presentations, market information 
bulletins and specialized topics on corporate governance, 
management and private equity funds; 

• Access to updated information with respect to market 
Private Equity funds profiles; 

• Direct contact with private equity funds. 
www.colombiacapital.com.co 
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Expopyme 
Expopyme is a program set up by Proexport, the Colombian 
export and investment promotion agency, which aims at 
preparing Colombian SMEs to export their products via 
providing consulting and capacity-building. It works with 
Colombian SMEs whose products respond, in a sustainable 
and long-term manner, to international markets’ demand 
by producing and implementing an Export Plan for the 
internationalization of their products and services. 
Objectives: 

• Train and educate entrepreneurs 
• Identify demand in international markets 
• Prepare an analysis of the enterprise’s exporting 

potential 
• Define a plan to improve the enterprise’s exporting 

offer 
• Strengthen the enterprise in all internal aspects, 

such as Production, Finance and International 
Marketing 

• Prepare the enterprise for international events 
• Strengthen the enterprise’s strategy towards 

greater competitive advantages  
Benefits: 

• Identification of the countries to which the 
enterprise may export 

• Internal evaluation and improvement of the 
enterprise 

• Design of the Export Plan and recommendations for 
the internationalization of the enterprise 

• Planning of commercial agendas with Proexport 
• Participation in international events 
• Benefits from Proexport's Department of 

International Agreements and Cooperation 
Through this program, 2,561 SMEs have been served since 
1999. 
Fees: Expopyme currently costs USD6,460 per participating 
SME. Proexport contributes approximately USD4,700 of the 
total and the enterprise approximately USD1,700.  
www.proexport.com.co 
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Finbatec 
Finbatec is a program created by Colciencias and supported 
by the Inter-American Development Bank and FOMIN 
(Multilateral Investment Fund). The objectives are to 
increase finance for and improve the management of 
enterprises focused on innovation and technology. The 
program seeks to increase entrepreneurial capital by means 
of technical assistance and specialized advisory services, 
creating an investment network and road shows for 
entrepreneurial projects.  
www.finbatec.org 
 

Fomipyme 
Fomipyme is a government fund for micro, small and 
medium-sized enterprises, supported by the Ministry of 
Industry, Commerce and Tourism. 
The fund focuses on the strengthening of enterprises by 
means of:  

� Technology development; 
� Information systems; 
� Information technology. 

Fomipyme also created the fund for displaced people along 
with USAID and the International Organization for Migration 
which seeks to promote the entrepreneurial spirit with 
funds of US$2.5 millions. They also offer special incentives 
for women entrepreneurs, and Colombian ethnic minorities.    
   
Economic incentives are non-refundable whenever a strict 
compliance of the contract and a continuous oversight are 
adopted.  
For 2007 and 2008 Fomipyme had a budget of 
USD10million and USD13 million respectively.  
www.mipymes.gov.co 
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Fondo Emprender 
Fondo Emprender is a fund created by the government and 
supported by SENA (National Learning Service). It finances 
up-to 100% of seed capital for entrepreneurial projects 
submitted by young professionals and final year students.  
The objective is to promote productive projects by means 
of knowledge acquired in developing enterprises. The 
maximum established for each investment is USD45.000.   
Between 2005 and 2006 USD23 million were invested, for 
2007 and 2008 the budget was USD7 million and USD5 
million, respectively.  
For more information please contact: 
acorrea@fonade.gov.co 

Icontec 
ICONTEC is a private-sector organization created in 1963. 
Their 1,400 members include government officials and 
private firms from different industry sectors.  ICONTEC is 
accredited to do product certification, quality assurance, 
and environmental systems certification. 
The institute’s main focus is to promote the development of 
technical standards, quality assurance, and product 
certification. 
Icontec has many programs focused particularly on SMEs, 
such as those via Norexport.  
 www.icontec.org or www.norexport.org 
 

Parquesoft 
It was funded in 1999 with propose of create and promote 
IT enterprises. It covers approximately 200 enterprises and 
employs more than 800 software developers and 200 
administrative supporters. 
www.parquesoft.com/ 
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5.5 Linkage opportunities with Multinationals 

Many emerging market countries have been successful in 

strengthening their economies by attracting FDI. In Colombia, 

FDI has helped boost export earnings, particularly in the 

hydrocarbons and mining industries. Manufacturing has 

benefited from technology transfer. Telecom services have also 

acquired improved technologies and higher levels of 

competition. The retail sector has increased competition, forcing 

incumbents to modernise and expand15.  

To strengthen SMEs and enable them to benefit from FDI flows, 

many countries are actively promoting links between SMEs and 

                                                 
 
15 Economis Intelligence Unit, ‘World Investment Prospects to 2011’ 

Parque E 

Parque E is an initiative of the Medellin City Hall and the 
University of Antioquia, which seeks to promote the 
entrepreneurial spirit and aids in the creation of high value-
added companies based on business opportunities, and the 
results of academic research. Parque E strengthens 
entrepreneurial culture via a center for entrepreneurs and 
technology business incubators with support of Actuar 
Famiempresas. 

 
There are two main objectives: to generate an 
entrepreneur culture and to give support to enterprise 
creation and enforcement.    
www.emprendimiento.udea.edu.co/ 
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larger companies/multinational corporations. Most programs 

oriented to enable business linkages between SMEs and 

multinational companies intend to contribute to local economic 

growth and, at the same time, improve SMEs management, 

production, quality and efficiency. IFC (World Bank Group) has a 

Technical Assistance Facility for Latin America and the 

Caribbean, within which it built a map of best practices in supply 

chain development in Colombia.  

Within its program, it carried out in association with Bavaria, the 

largest beverage company in Colombia, an initiative to provide 

Bavaria’s distributors with basic tools to improve their ability to 

develop and grow, thereby making Bavaria’s distribution chain 

more efficient and competitive. The program included 

“management dialogues,” training modules, advisory services, 

and targeted loans. 

This facility provides information about private sector 

foundations that offer support services to small and medium 

enterprises (SME). For more information see:  

http://www.ifc.org/ifcext/lacsmefacility.nsf/Content/ELB 

The main sectors where linkage opportunities have been 

identified are the agribusiness and the retail sector.  
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Bavaria’s Supply – Chain Management Programme 
The Supply-chain Management Programme implemented by Fundes 
Colombia and Bavaria and coordinated by Corporación Ecoeficiente just 
finished successfully its first phase in 2008. It involved 10 suppliers of 
the metal mechanic sector, and aimed at improving several aspects of 
these enterprises, such as quality management systems, costs, 
production, logistics and commercial strategies.  
This programme is useful both to Bavaria and its suppliers, who 
identified the following benefits: 

• Organisation and control of processes 
• Improvement of internal communication 
• Tools to measure the efficiency of processes 
• System and detection of opportunities to improve 
• Implementation of cost models adapted to each enterprise 
• Development of market pricing models adjusted to the 

enterprises 
For Bavaria, the main goals of this programme are the reduction of 
costs in the supply-chain and the guarantee of compliance to quality, 
productivity, opportunity and service requirements.  
Source: Fundes Colombia, News 2008 
 

 

Empresas Nariño Supply Chain Development 
Empresas de Nariño, which is part of Carcafe Group, grows coffee in 
the south-west of Colombia. To ensure it meets the volume demands of 
its customers – which include Starbucks – Empresas de Nariño 
incorporates technical and social investment in the small-scale farmers 
from whom it buys coffee. Coffee-growing families – there are more 
than 30,000 in the state of Nariño – have access from Empresas to 
know-how in milling and drying, in financial management and in the 
responsible use of chemicals and fertilisers.  
  
To help fund this programme of supply chain development, Empresas 
forged a partnership with the Dutch Ministry of Agriculture. And as the 
region suffered displacement of coffee growing workers to Colombia’s 
urban areas as a result of armed conflict, it also linked up with experts 
from the International Organisation of Migration.  
  
This collaboration has enabled Empresas to improve the growers’ 
productivity, increase income and enhance product quality, which in 
turn opened up possibilities to market the resulting harvest to 
Starbucks, which, as part of its own fair trade commitment, has paid a 
premium on market rates for the coffee. 
Source: Ethical Corporation, January 2007 
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Chapter 6. Financial Markets in Colombia 

 

Structure and depth of market 

The Colombian financial sector has experienced significant 

growth over the last 15 years, but it is still relatively small and 

shallow, with only around  40% of the population having access 

to at least one financial service.  With regards to the corporate 

debt market, on the other hand, Colombia appears as a 

medium-sized player; however this market is still concentrated 

in a small number of issuers and issues and is relatively 

illiquid16. 

Capital markets in Colombia are very young, and for the 

moment only a few entities are the main players in it. Private 

debt, private bond markets and the securities offers are 

constrained. There is still an absence of angel investment and 

venture capital institutions. The most common types of credit to 

enterprises are commercial and microcredit.  

The capital funds need to fight against cultural problems, close 

familiar structures inside the enterprises and low quality 

management practices. The corporate governance in Colombia is 

weak and the accounting practices are far below international 

standards. The government, along with private companies is 

making an effort to promote the use of equity, and other capital 

                                                 
 
16 Melendez, M. and A. Harker, Revisiting Economic Growth in Colombia - a Microeconomic 
perspective. 
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tools as well as the growth of the stock exchange and 

derivatives market. 

The most important agents of the financial sector in Colombia 

are the banks, especially as sources of finance for enterprises. 

The investment banking institutions are still developing and the 

commercial banks are focused on financial services such as 

leasing and factoring. The pension funds are still under strict 

regulations. 

The main financial source is internal credit (i.e.; companies own 

funds), which is followed by short term suppliers credit and 

reinvested earnings. In the last few years, external credit has 

grown significantly due to a favourable political, economic and 

international financial situation. 

There are 28 banks, 4 financial institutions, and 25 commercial 

financing companies operating in Colombia. The main global 

financial entities are also present in the country – 

Cundinamarca: 9 banks (ABN Amro Bank (Colombia) S.A., 

Banco Santander Colombia S.A., Banco Standard Chartered, 

Banco Sudameris, Banco Tequendama S.A., BankBoston S.A., 

BBVA Banco Ganadero S.A., Citibank Colombia, and Lloyds TSB 

Bank S.A.), 4 commercial financing companies (Financiera 

Internacional S.A., Gmac Financiera de Colombia S.A., Inversora 

Pichincha S.A., and Giros y Finanzas), and 1 financial institution 

(ING Barings S.A).  
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Performance 

The financial services sector has recovered from the 1998-99 

crisis, and legislation has since been changed to improve both 

prudential norms and loan portfolio quality. According to the 

International Monetary Fund, financial sector indicators are 

sound and point to relatively small chances of adverse 

macroeconomic spillovers in the near term. While credit growth 

has been rapid, credit-to-GDP ratios are below their peak of the 

late 1990s and close to the emerging market average. The 

share of nonperforming loans has remained low, both on 

average and for the weakest performing banks. Also, in light of 

the high levels of provisioning, credit risk for the banking sector 

as a whole remains low. 

Foreign banks account for about 20 percent of banking sector 

assets, compared with an average of over 30 percent in other 

large Latin American countries.17 This may help shield the 

Colombian banking system somewhat from the current global 

financial crisis, compared with some other countries in Latin 

America which are more exposed. 

                                                 
 
17 IMF, ‘Colombia: 2007 Article IV Consultation-IMF Staff Report’ 
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Financial Sector: Overdue loans as a share of total 

 
Source: Finance Superintendence 
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Chapter 7. SMEs access to Financial Markets 

 

Access to financial services is generally cited as the main 

constraint for SMEs in Colombia. Partly as a result, many SMEs 

resort to the use of informal lending sources – either the 

owner’s family or the so-called “mercado extrabancario” – to 

finance their activities.  

 

7.1 Challenges to accessing financial markets 

The challenges SMEs face in accessing financial markets can be 

broadly grouped into two categories: external challenges, and 

challenges inherent to SMEs. In this section, we give an 

overview of the most commonly cited external and internal 

challenges for accessing credit.  

 

7.1.1. External challenges  

The nature of lending technology to SMEs (e.g. cost of applying 

traditional credit assessment techniques) and bank-specific 

factors (e.g. limited geographic coverage, inflexibility in lending 

procedures) have been cited in a few cases by banks as pressing 

obstacles in mobilizing SME finance. 

 

Branches continue to dominate as distribution channels, 

and very few banks have moved to a business center concept. 

Another indicator of the relative immaturity of this market is the 
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fact that the large majority of credit institutions is not yet able 

to quantify the contribution of the SME segment in terms of 

income (from loans, deposits and fee-based services), costs and 

risks to overall financial performance18. 

 

The business and risk management models for SME 

lending are still relatively underdeveloped, but greater 

sophistication is expected as the market matures. Loan 

products remain quite standardized and mostly short-term in 

nature. Leasing is a particularly popular financing product, while 

the use of factoring is still incipient. Credit institutions have not 

yet began to use automated credit scoring models in this market 

segment. Banks typically collect collateral (mostly real estate) in 

order to lend to SMEs and guarantees from firm owners and 

government programs play a significant role. Only a few banks 

have begun to collect default information that would allow them 

to measure loss-given-default parameters for SME loans – less 

sophisticated than Argentina and Chile.    

 

The loan product variety offered by banks to SMEs is 

quite narrow and fairly standardized across banks. 

Working capital loans have an average maturity of 6-24 months 

and floating rates of DTF44 + 8-12 percent. Investment loans 

are mostly granted at slightly higher interest rates and with an 

average term of 3-5 years; some of these represent special 

                                                 
 
18 Stephanou C. and Camila Rodriguez, ‘Bank Financing to Small and Medium Sized Enterprises 
in Colombia’ 
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Bancóldex-funded credit lines (crédito de fomento). Most banks 

also have some sort of short-term overdraft accounts as well as 

foreign currency-denominated credit lines for trade finance 

purposes that are indexed to LIBOR. SME lending rates (or rate 

ranges) and terms are generally determined centrally by 

Headquarters, and sales personnel have very limited pricing 

flexibility. Current product features such as short maturities, 

floating rates, standardized pricing, and the widespread use of 

real estate collateral and of personal guarantees, are partly a 

‘coping mechanism’ for credit institutions given historical 

volatility and their insufficient involvement in, or knowledge of, 

this segment19. 

The formal market for risk capital is fairly new in 

Colombia. The establishment of private equity funds which 

invest in unlisted companies or in mixed portfolios was allowed 

only in 2006.  

Several persons interviewed for this guide stated that the 

private sector can be difficult to reach in Colombia for 

individuals starting up new businesses. There are few formal 

opportunities for private investors with funds and SMEs seeking 

capital to meet each other. Capitalia Colombia is one fund trying 

to bridge this gap by organizing events where investors and 

entrepreneurs can meet each other, see page 190. 

                                                                                                    
 
 
19 Stephanou C. and Camila Rodriguez, ‘Bank Financing to Small and Medium Sized Enterprises 
in Colombia’ 
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Finally, the legal and contractual environment has also 

been cited as an important obstacle for SMEs to access credit 

and other financial services. According to the World Bank's 

Doing Business 2008 report, Colombia is ranked relatively low 

(147th globally, out of 181 countries) in terms of the efficiency 

of its judicial system in enforcing a commercial dispute. 

 

7.1.2 Internal challenges  

Many of the challenges SMEs face in accessing financial services 

have to do with their internal structures and characteristics. 

Banks and risk capital funds have stated the following as being 

hurdles for engaging SMEs in Colombia: 

• Informality 

• Availability/reliability of financial statements 

• Family-owned structures 

• Too much of a product focus instead of a market (demand) 

focus 

• Lack of strategic and financial planning 

• Deficiencies in management, including difficulties in 

managing their working capital 

• Lack of clarity regarding the desired amount of financing, of 

the investments SMEs want to make and how they will repay 

(debts) 

• Flaws in SMEs projects’ structures and credit applications 
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7.2 SMEs and the market for credit 

While SMEs undoubtedly face many challenges in accessing the 

credit market in Colombia, there have been many positive 

developments on this front in recent years. It is important for 

you to note that SMEs are currently a strategic segment for 

Colombian credit institutions.  

Credit institutions’ exposure to SMEs has grown significantly in 

recent years and currently comprises an important part of their 

loan portfolio. Asobancaria estimates that SME exposure had 

reached almost COP 17 trillion (around US$8.5 billion, or 5 

percent of GDP) as of March 2007, which is equivalent to more 

than one-fourth of the total commercial loan and lease portfolio 

of credit institutions. As much as one-fourth of all SME credits 

are supported by government programs, particularly FNG 

guarantees and Bancóldex rediscounting. 

Important drivers for getting more involved in lending to SMEs 

include growth potential, diversification and market saturation. 

All credit institutions interviewed for a recent World Bank 

publication on bank financing to SMEs in Colombia believe that 

the market's prospects are good and they expect it to continue 

its growth.20 

                                                 
 
20 Stephanou C. and Camila Rodriguez, “Bank Financing for Small and Medium Sized Enterprises 
in Colombia” 
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Existing surveys by Fundes, Fedesarrollo and ANIF indicate that 

supplier credit and bank borrowing (including leasing) are the 

main sources of external SME financing. Around 90% of financial 

institutions have created special units for SMEs and in 2006, 

according to Fedesarrollo, bank credit represented 33% of the 

financial structure of SMEs in Colombia. Long term credit is still 

very restricted though, and the short term debt represented 

73% of the total debt taken by SMEs in 2006. This limits their 

investment in modernization and productivity21.   

 

Credit market size 

Financial sector 

Total credit outstanding 63,80 

Total current credit 61,31 

Non-performing loans 2,49 

Mortgage sector 

Total mortgage outstanding 5,07 

Total current mortgage 4,88 

Non-performing mortgage loans 0,20 

In billions of US$, source: Finance Superintendence and Titularizadora Colombiana July 2008 

 

The currently available providers of credit for SMEs include: 

• Banco Agrario S.A. 

• Banco de Crédito 

• Banco de Occidente 

• Bancafé 

                                                 
 
21 Conpe 3484 
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• Av Villas 

• Banco Caja Social 

• Banco Davivienda 

• Banco de Bogotá 

• Banco GNB Sudameris 

• Banco Popular 

• Banco Santander 

• Bancolombia 

• BBVA 

• Colpatria 

• Megabanco 

 

Leasing and Factor is available via 

• Leasing Citibank 

• Leasing Bancóldex 

• Factor Group 

• Factoring de Occidente 

 

Financial support programs are available via 

• Bancóldex  

• Findeter 

• Finagro 

• FNG 

 

A full list of all the types of credit lines, terms of loans, interest 

rates, and basic requirements is available on the website of 

ACOPI, the Colombian Association of Micro, Small and Medium 

Sized Enterprises.  
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To access this list, go to the main website of ACOPI and click on: 

“Lineas de Financimiento” www.acopi.org.co. 

In the last years, through Bancóldex and FNG, there has been a 

significant increase in resources channelled to micro enterprises 

and SMEs. Between 2002 and 2006, these increased 570% for 

Bancóldex and for FNG, credit with guarantee, grew 196% while 

the number of benefited enterprises rose from 50 thousand in 

2002 to 173 thousand in 2006. In the following sections, we 

provide you with an overview of FNG and Bancoldex’ products 

and services.  

 

Fondo Nacional de Garantías S.A. (FNG) is a government 

private company which supplies guarantees concerning micro, 

small and medium sized enterprises, taking on the risk intrinsic 

to such credit operations. 

In order to obtain guarantees for its loans, the financial 

institution must have entered into an agreement with FNG, 

following a credit review by FNG which leads to the assignment 

of a guarantee facility for the institution. 

 

Products: 

 

1. Enterprise guarantee 

The enterprise guarantee is available for enterprises with assets 

over 6 million American dollars, in any industry (exceptions 

apply for agriculture). 
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a. Automatic:  by means of a financial institution and a 

previous agreement about risk exposure. The entire 

credit-approval process is left to the financial institution. 

These guarantees make up more than 99% of all 

guarantees issued by FNG. 

 

LIMIT TYPES of  

GUARANTEE CREDIT GUARANTEE 
Hedging 

FEE over 

credit 

Working capital 
240,000 

USD 

120,000 

USD 

Up to 

50% 

Up-to 

1.90% 

advanced 

payment 

Investment and 

capitalization of 

reserves  

260,000 

USD 

130,000 

USD 

Up to 

50% 

Up-to 

1.90% 

A.P. 

A
U

T
O

M
A
T
IC

 

Micro-credit 

Up-to 

5,500 

USD 

Up-to 2,500 

USD 

Up to 

50% 

2.25% 

A.P. 

B
A
N

C
Ó

LD
E
X
 

Special lines 

70% 

300 m 

USD 

210,000 

USD 
70% 

2.25% 

A.P. 

 

b. Individual: the debtor could request a guarantee from 

FNG or a financial institution. The credit application is 

reviewed by FNG when the requested amount exceeds a 

certain threshold (approximately US$ 400,000). 
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Approval is required and covers up-to 60% of the credit 

with a limit of US$ 425,000. 

 

LIMIT TYPES OF 

GUARANTEE CREDIT GUARANTEE 
HEDGING FEE 

Working capital 

> 

225,000 

USD 

<= 

450,000 

USD 

225,000 

USD 

Up-to 

50% 

Up-to  

2.00% 

Advanc

ed.Pay

ment. 

Investment 

and 

capitalization of 

reserves 

> 

260,000 

USD 

<= 

450,000 

USD 

225,000 

USD 

Up-to 

50% 

Up-to 

2.47% 

A. P. 

Colciencias  

(R&D center) 

530,000 

USD 

425,000 

USD 

Up-to 

80% 

2.65% 

A. P. 

Private 

payment 

agreement 

260,000 

USD 

156,000 

USD 

Up-to 

60% 

Up-to  

2.47% 

A. P. 

In
d
iv

id
u
al

 

Seed capital 
120,000 

USD 

88,000  

USD 

Up-to 

80% 

Up-to 

3.85% 

A. P. 

 

a. Institutional: Cooperatives, non-governmental 

organizations and social institutions who lend money to 

micro-enterprises or finance low-income housing. 
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Type of 

guarantee 

Hedging Fee 

Institution Up-to  50% 1.50% A. 

P. 

Low-income 

housing 

Up-to  50% 1.00% A. 

P. 

 

Note: all low-income housing credits are guaranteed up-to 70%, 

the maximum value for this type of houses is approximately US$ 

22,000.     

 

Bancóldex is a bank for entrepreneurial development and 

foreign trade. It is a financial enterprise owned by government 

with assets in the amount of US$2.4 billions. The shareholders 

are Ministerio de Comercio, Industria y Turismo (91.9%) and 

Ministerio de Hacienda y Crédito Público (7.9%).  

Main objectives: 

• Focus on micro, small and medium enterprises; 

• Support  for the updating of production equipment by 
tailored terms; 

• Support for the export sector; 

• Making  agreements  for regional development; 

• Extending operations cover in foreign countries; 

• Developing programs for entrepreneurship. 
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Bancóldex is a bankers’ bank whose network of financial 

institutions channels credits to the entrepreneurial sector. This 

network includes: commercial banks, financial companies, 

savings and credit cooperatives, financial NGOs and employees 

unions with Bancóldex quote. 

 

 
Source: Bancóldex, June 2008. 

 

Products and services: 

Banker´s bank credit 

Available for all enterprises for up-to 10 years including (up-to 3 

years in extension payment over capital) and a special discount 

rate according  to the size and term of the enterprise.  

Types of credit 

� Investment in fixed capital; 

� Leasing; 

� Seed capital, acquisition and capitalized enterprises; 

� Debt consolidation; 

� Working capital. 
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Special credit quotes 

Agreements with allies (e.g. regional governments or 

development institutions for tailored conditions and special 

cases): 

� Credit for productivity and competitiveness; 

� Production change; 

� Credit for micro-enterprises in agreement with the 

AECID (Spanish Agency for Development 

Cooperation); 

ACCOUNTS RECEIVABLE FINANCING 

Liquidex COP-USD 

A financial transaction whereby a business sells its accounts 

receivable derived from foreign and local trade at a discount. 

Trade credit insurance is required. 

Liquidex Cadenas Productivas: a financial transaction 

whereby a micro, small or medium supplier sells its accounts 

receivable from trade with a large enterprise at a discount. 

Trade credit insurance is required. 

 

FOREIGN TRADE OPERATIONS  

Credit line for pre-shipment supplier 

A financial transaction whereby an exporting enterprise sells its 

securities derived from a hire purchase. A guarantee from a 

financial institution is required.  

Buyer´s credit line  

Leverage deals from foreign customers in Colombian products or 

services, by means of a financial institution. 



 
Investing in SMEs in Colombia 

 

75 
www.bidnetwork.org 

International bank operations 

Confirm letter of credit for exports, administration and 

negotiation of documentary collection. 

 

BUSINESS DEVELOMENT WITH ACCADEMIC ALLIES 

Training and updating entrepreneurial development seek 

management, performance and competitiveness improvement 

by means of knowledge management. The program provides 

training for micro finance institutions and microcredit providers. 

Courses    

Training seminars in management; 

Conferences and courses; 

Practical workshops; 

Virtual courses  

Management issues on credit access (textbook available) 

Foreign exchange derivatives (textbook) 

Courses for microfinance institutions 

Microfinance management with Universidad Sergio Arboleda 

Microenterprise market risk 

Risk Management 

“Washing of assets derived from crimes” workshop 

 

For more information contact Bancoldex at: 

www.bancoldex.com.co, bancoldex@bancoldex.com 
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7.3 SMEs and the market for risk capital 

 

7.3.1. Entrepreneurs Perception toward Equity 
Investment 

In Colombia, there are generally speaking two perceptions with 

regards to equity:  

• Entrepreneurs who are expanding rapidly and are 

looking for capital and seek new partners to bring into 

the business. 

• Entrepreneurs who own well-positioned enterprises and 

are skeptical about the benefits of adding on a new 

partner. 

Considering that equity investments in general are new in 

Colombia, especially by institutional investors such as PE firms, 

education on this type of mechanisms and the rules that firms 

impose need to be laid out clearly, even at the initial meeting. 

This could help establish common ground between the parties 

and avoid confusing misinterpretations in future conversations. 

 

7.3.2. Private Equity Market in Colombia 

Opportunity 

As per the information provided by Colombia’s Superintendence 

of Companies, out of the ~21,000 registered companies 

operating in the country, approximately 18,000 had operating 
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revenues, in 2007, between US$ 50,000 and US$ 25 million, 

which would classified them as SMEs.  

Out of these SMEs, 14% had long-term debt which exceeded 

their short-term debt and 55% had all of their liabilities as 

short-term debt. Such figures could show a need for further long 

term credit lines or equity investments. 

Regarding the attractiveness of individual sectors, the following 

table shows you 30 out of 96 sectors with the highest returns on 

equity and elevated debt to equity ratio. This could potentially 

indicate opportunities for equity investments in specific sectors. 

Economic Sector 

Debt to 

Equity 

Number 

of 

Players 

Return 

on 

Equity 

Sum of 

Total 

Assets 

TOURISM                      233% 142 12,8% $ 145 

CONCERNING CIVIL 

ENGINEERING AND 

CONSTRUCTION 216% 380 11,5% $ 1.739 

COMMERCE AND 

OVERHAULING OF 

MOTORCYCLES  214% 30 11,1% $ 62 

LUBRICATORS AND 

FUEL COMMERCE  193% 299 12,4% $ 784 

BULK COMMERCE OF 

MACHINERY AND 

EQUIPMENT  179% 224 11,1% $ 1.023 

MOTOR VEHICLE  

COMMERCE 171% 237 20,3% $ 2.590 
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Economic Sector 

Debt to 

Equity 

Number 

of 

Players 

Return 

on 

Equity 

Sum of 

Total 

Assets 

RETAIL COMMERCE 

OF BEVERAGES, 

FOOD AND  

TABACCO   163% 108 24,5% $ 221 

PRODUCTION OF 

METALIC 

ESTRUCTURES 163% 94 13,3% $ 497 

HARDWARE AND 

IRONMONGER´S 161% 290 15,0% $ 804 

COACHBUILDERS 154% 21 18,2% $ 135 

COURIER                       141% 26 48,9% $ 56 

BUILDING 

MATERIALS (BULK 

COMMERCE) 135% 446 14,4% $ 1.415 

HOUSEHOLD 

PRODUCTS (BULK 

COMMERCE) 110% 933 11,8% $ 4.963 

MACHINERY AND 

EQUIPMENTS  

MANUFACTURERS 109% 242 11,4% $ 1.860 

SOFTWARE 

DEVELOPMENT 105% 266 14,9% $ 533 

DETERGENT AND 

SOAP 

MANUFACTURERS 93% 76 17,4% $ 1.383 

POULTRY INDUSTRY 85% 100 11,5% $ 939 
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Economic Sector 

Debt to 

Equity 

Number 

of 

Players 

Return 

on 

Equity 

Sum of 

Total 

Assets 

MEAT AND MEAT 

DERIVATIVES 

PRODUCTION 76% 66 13,9% $ 747 

SPARE PARTS 

MANUFACTURERS 75% 122 17,3% $ 1.236 

VEHICLE 

MAINTAINANCE 75% 78 11,7% $ 56 

BEVERAGE 

PRODUCTION          72% 69 13,0% $ 7.045 

PETROLEUM AND 

GAS DERIVATIVES 69% 107 17,5% $ 1.338 

COMPOST AND 

MANURE  

PRODUCERS 65% 21 14,0% $ 534 

PHARMACEUTICAL 

MANUFACTURERS 63% 136 11,6% $ 1.711 

PAINT AND VANISH 

MANUFACTURERS 56% 40 14,9% $ 381 

PERIODICAL 

PUBLICATIONS 54% 45 14,1% $ 240 

COAL AND 

DERIVATIVES                           50% 57 14,0% $ 3.810 

Source: Superintendencia de Sociedades 2007. SEAF Colombia estimates.  
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The private equity industry is evolving quickly in Colombia. One 

of the reasons is the constant growth of private savings in 

Colombia (i.e.; pension funds and insurance companies), which 

look for diverse local investment options.  

The following graph shows the pension fund portfolio over the 

gross domestic product: 

 

 
Sources: Superintendencia Financiera and IMF (July 2008) 

 

For June of 2008, the total amount of mandatory savings 

deposited in pension funds was US$26.7 billion22.  A total of 5% 

could be invested by the pension funds in private equity funds 

as per local regulation.  
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According to a 2008 Annual Latin American Private Equity 

Survey by KPMG, Colombia ranks third among Latin American 

countries where investors are willing to focus their investments 

in the next two years.  

 

Environment 

The financial system in general offers either debt or public 

offerings (shares or bonds) to businesses. As you can imagine, 

issuance of shares or bonds by SMEs is practically impossible in 

the Colombian market, given that such offerings are mainly for 

triple AAA rated offers from local blue chip companies. As a 

result, the nascent private equity industry is recognized as 

having the potential to fill a part of the gap between short term 

debt and long term and public offerings, one of the main 

obstacles for entrepreneurial growth in emerging markets.  

The estimated size of the private equity industry, including large 

infrastructure and real estate funds, is US$ 750 million or 

0,04% of GDP,23 with approximately 25% of such amount going 

to large companies and 3% to SMEs.    

 

7.3.3. Legal framework 
Private equity funds are ruled by Decree 2175, which provides 

flexibility as well as respect for investors’ rights, as it aims for 

the improvement of the entrepreneurship culture. Fund 

                                                                                                    
 
22 $2000 COP=$1USD. 
23 LAVCA, ‘Scorecard 2008’ 
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managers may reach the best investment allocation under the 

principles of corporate governance, risk management and 

transparence. Furthermore, Private Equity funds in Colombia are 

monitored by the Financial Superintendence within international 

industry standards, recognizing: 

� Illiquidity; 

� Investment to maturity; 

� Specific business valuation; 

� Flexibility in investing sectors. 

 

Likewise, the Latin American Venture Capital Association 

(www.lavca.org) notices the positive development of the legal 

framework and the corporate governance standards, as well as 

the fact that institutional investors are allowed to invest in 

private equity funds (their current portfolio is approximately 

US$ 32 billion). LAVCA sites Colombia’s main strengths as being 

its laws on fund formation and operations, and its liberal policies 

toward foreign portfolio investment.  

As for protection of minority shareholders, Colombia receives an 

average score (2 out of a scale of 0-4, with 4 being the best) on 

the LAVCA 2008 scorecard.  No single shareholder may vote 

more than 25% of the total shares represented at a meeting, 

except as otherwise provided in corporate bylaws. For most 

decisions, a 50% plus  one majority suffices as long as a 70% 

quorum exists. Bylaw changes require a 75% majority. Law 964 

of 2006 expressly permits shareholder agreements, which may 

be used to establish such provisions as special minority rights. 
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The voluntary national corporate governance standards 

established in 2007 would strengthen minority rights (among 

other areas of governance) if implemented in practice, though 

their impact remains to be seen (see Corporate Governance). 

While director liability is weak in the estimation of World Bank 

Doing Business 2008, disclosure requirements and the ability of 

minority shareholders to bring suits are above the regional 

average. 

 

Scorecard on the regional private equity and venture 

capital environment 

Source: Latin American Venture Capital Association (LAVCA) 2008. 

 

7.3.4. Equity Investors in Colombia 

There are diverse types of funds in Colombia since each can 

follow its own investment strategy and target market.  

The table below lists the private funds active in Colombia 

alongside a short description of the investments made in the 

country24: 

 

                                                 
 
24 According to business magazines, newspapers and websites 

U.K. 90 Taiwan  63 

Mexico 58 Ecuador 51 

Uruguay 56 Argentina 50 

Colombia 53 Peru    49 
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 PRIVATE EQUITY 

FUNDS 

INVESTMENTS IN COLOMBIA 

Altra Investments  

With more than three 

years of operations, Altra 

has participated in five 

transactions in Spain, 

Colombia and Perú with 

capital commitments in 

excess of US$ 100 m.  

www.altrainvestments.com  

Colfrigos 

Refrigerated, warehousing and 

Logistics  

A Colombian company that 

provides integral solutions for the 

refrigerated logistics chain with a 

national scope. Formed by the 

merger of the following 

companies: Colfrigos, Provyser 

and TRC.  

www.colfrigos.com   

Fundación Coomeva 

Risk capital fund up-to 

US$50,000 for each 

entrepreneur member. 

Since 1989, it supports 

social and entrepreneurial 

development.    

http://fundacion.coomeva.

com.co/publicaciones.php?

id=21142   

Alliances with Incubar Futuro and 

Parquesoft supporters of IT 

development in Colombia.   

Correval  

Raises funds for private 

and public clients. 

Currently Correval 

Termotasajero 

 Coal energy 171 million dollars 

invested in energy plant based on 

coal.  
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develops investment funds 

for the following areas. 

Infrastructure: energy, 

telecommunications, 

transport and public 

services.  

Capital markets: securities 

placement in local market. 

Corporate finance: 

valuation, optimization and 

M&A.  

http://www.correval.com/ 

http://www.termotasajero.com.co 

 

Latin America  

Enterprise Fund 

LAEF 

A Delaware Company 

based in Miami. Started 

operations in 1995 

investing in Mexico, Brazil, 

Colombia, Chile, Peru, 

Venezuela and Argentina. 

Cine Colombia 

 US$20.8 m invested in 1997 and 

a successful exit in 2005, movie 

theaters.  

www.cinecolombia.com.co/   

 

Sideboyacá, Sidemuña, 

Heliacero, Diaco and Sidelpa 

Steel industry. Merged and 

invested in 1997, a successful exit 

in 2005 to Grupo Gerdau (Brazil)   

 

Hydrocarbons fund  

Started in 2005 with US$62.3 m 

committed for Oil and gas 
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exploration. 

 

Fondo Forestal 

Forestry fund US$26.3 m. 

Palm Fund  

Dominican Republic  

private equity fund 

investing in Colombia, 

Mexico and Central 

America., Focused on 

larger companies with 

investment range between 

US$20 and  US$50 m 

www.palmfund.com 

Refinancia 

Collection of nonperforming loans.  

See bellow SEAF. 

Progresa Capital  

A Venture Capital fund 

originated from large 

companies like 

Suramericana, 

Bancolombia, Argos, 

Colinversiones, Grupo 

Nacional de Chocolates 

and Comfama. Expects to 

invest between US$12 and 

US$18 m.  

www.promotora.com.co 

 

 

Focused on start-up companies 

from the following sectors: 

biotechnology, health, 

environment, new materials and 

IT.  

Alliance with Uninvest S.G.E.C.R., 

a Spanish fund manager. 
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Escala Capital  

 A Private Equity fund 

searching for investing 

opportunities for 

leveraging growing 

companies with large 

expansion potential.   

Expects to invest US$50 

m. 

 www.promotora.com.co 

 

 

Focused on SME’s from the 

following sectors:  Health, 

Specialized Engineering, Agro-

industry, Security and Defense, 

Waste Treatment and Utilization 

and Logistics.   Alliance with 

Valores Bancolombia. 

 

SEAF Colombia  

SEAF Colombia S.A. is a 

subsidiary company of 

SEAF International, a 

premier fund management 

company for SMEs 

operating in emerging 

markets. SEAF Colombia 

specializes in investing in 

SME in Colombia  

SEAF Colombia’s first 

Colombian fund was 

established in December 

2005 with a capital of 

US$17 m from local and 

foreign institutional 

Refinancia 

Company which specializes in the 

collection of nonperforming loans, 

managing a portfolio of 

 ~US$800 m with over 105,000 

clients in Colombia. It offers 

tailored refinancing solutions for 

each client.  

www.refinancia.com.co 

 

Bodytech 

Manager of health and fitness 

centers in Colombia. It has more 

than 57,000 clients and more than 

1,000 employees. 

 www.bodytech.com.co 
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investors.  

www.seafcolombia.com 

 

Tourism and hospitality sector 

Leading theme restaurant operator 

in the country with about 900 

employees. 

 

Tribeca Partners  

 “Tribeca Fund I FCP” 

reached the amount of 

US$115.5 m, after 

finalizing the initial round 

of investments. 

www.tribeca.com.co 

  

 

Petrolatina 

Oil, gas exploration and production 

company. 

http://www.petrolatinaenergy.com 

 

 

OndadeMar 

High-end swimwear for the 

international market. 

http://www.ondademar.com 

 

EMI 

Health service and home 

healthcare provider in Colombia, 

Panama, Ecuador, Venezuela, and 

Uruguay. 

http://www.grupoemi.com 

  

Axede 

40 years of experience in 

integrated telecommunications and 
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14 years in software development 

with 350 employees. 

http://www.axede.com.co 

 

Capitalia Colombia 

It is an investment and 

financial firm, which 

belongs to CREAME – 

Enterprises Incubator. Its 

services aim at developing 

networks of financial 

connections between 

entrepreneurs’ services 

and recently created 

enterprises. The offices are 

located in Medellín and 

Bogotá. Capitalia Colombia 

has a network of business 

angels and administers the 

Seed Capital Fund, Capital 

Medellín. This Fund allows 

investments from 

US$40,000 until 

US$200,000.  

www.capitaliacolombia.com 

 

Agatex:  

Enterprise which produces 

technical fibers. 

S-square:  

Software for decision-making 

processes. 

Progal BT:  

Development of food 

biotechnological products. 

Base Cook:  

Food enterprise. 

Sources: Dinero (business newspaper), websites, private equity fund presentations and 

interviews 
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Chapter 8. Regulatory Framework for Foreign 
Investors 

 

In this Section, you will find the main regulatory issues relevant 

for an investor in a Colombian SME. 

 

8.1 Legal entities recognized in Colombia 

There are different types of companies recognized in Colombia: 

general partnerships, limited partnerships, limited liability 

partnerships, stock corporations and sole proprietor companies. 

A full description of business entities recognized in Colombia and 

their regulations and applicable laws are detailed in Annex 1. 

 

The procedures for establishing companies in Colombia are 

usually simple, but the services of a lawyer may be needed to 

prepare the required documentation to form a company, since 

the founding members or promoters must prepare and sign a 

private document that states the features of the economic 

activity to be performed. In order to register the partnership the 

above-mentioned document needs to be submitted to the 

Chamber of Commerce along with the unique tax form provided, 

at their web page, by the Customs and Tax Authority 

(www.dian.gov.co). Once these steps are completed, the 

company is certified. See page 102 for a list of steps to establish 

a company in Colombia. 
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Detailed information on how to establish a company in Colombia 

is available at the Bogotá Chamber of Commerce web site 

(http://camara.ccb.org.co/ccbingles/portal/default.aspx.).  

 

8.2 Land 

Land tenure systems are stipulated in the Colombian Civil Code, 

Art. 669 as per Decree 241 of 1999. Such Decree stipulates that 

foreign investors can invest in real estate or in mortgage backed 

securities such as options. 

However, some precautions are advised to be taken when 

acquiring land or investing in a company with such assets: 

 

• Verification of land titles, at the Public Instruments 

Office, namely Tradition and Freedom Certificate, 

according with the license number of the lot. 

• Check at the anti-narcotics office about property origins 

and ownership (http://www.dne.gov.co/) 

• Check the reputation of the seller obtaining a 

delinquency record, provided by the Colombian 

Administrative Department of Security.   

(http://www.das.gov.co/). 

• The use of a competent and licensed surveyor to inspect 

the land and confirm survey coordinates and other 

boundary markings is recommended. 

(http://www.lonjadebogota.org.co/). 
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Another instrument allowed by Colombian law is foreign 

investment in real estate portfolios. The real estate portfolio 

must invest at least 60 percent of its assets in: 

 

a. Real estate located in Colombia or a foreign country; 

b. Mortgage backed securities or trust rights over real 

estate. 

 

8.3 Foreign exchange and remitting funds 

The government liberalized capital account transactions and the 

exchange market is fully liberated. There are no restrictions on 

capital transfers, with the exception of simple forms which need 

to be filed with the Banco de la República (Central Bank of 

Colombia) informing of the transaction.  

The Colombian peso is fully convertible and has an important 

foreign exchange market, with about US$6.9 bn traded monthly 

(16,000 trades) in the Colombian Exchange (likewise, there 

exists a well-established over the counter currencies market). 
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Exchange rate performance of the last eighteen years is 

represented below. 

 

 

Source: Superintendencia Financiera. 

 

Chapter II of Decree 2080 allows free remittance of funds 

convertible in Colombian pesos and Chapter IV of the same 

Decree authorizes dividend transfer to foreign investors.  

More information on remitting funds is available in Annexes 2 

and 3.  

 

 

 

 

 

 

 

There are no restrictions on capital transfers, with the 
exception of simple forms which need to be filed with the 
Banco de la República (Central Bank of Colombia) 
informing of the transaction.  
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8.4 Paying taxes 

Foreign investors are required to pay taxes on their investment 

in Colombia. Dividend and capital payments are allowed but are 

subjected to Colombian tax laws. The Central Bank of Colombia 

allows, with a previous notice, dividends to be remitted to non-

resident shareholders. Capital gains on business assets, 

including shares, are subject to a tax rate of 33% (an overview 

of tax policy is available in Annex 3) 

 

8.5 Ownership in companies 

There are no restrictions on ownership of equity by foreign 

investors.  Similarly, there is no rule or regulation restricting 

joint ventures between Colombian and foreign investors. These 

issues are subject to mutual agreement between the partners 

(see 8.7 performance requirements). 

 

8.6 Intellectual property 

Colombia is a member of the World Trade Organization (WTO) 

and the World intellectual Property Organization (WIPO) and is 

bound by the Andean Community to respect the rights of 

individuals and firms with regard to intellectual property. 

Established by the Andean Community, Decision 486 of year 

2000, is the governing law for trademarks.  As per such law, 

within six months of being registered, any brand registration 

could be challenged by a third party. If after such period no 

challenge is presented, the company is awarded a 10 year 
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protection period. The Superintendence of Industry and 

Commerce is in charge of ensuring it (www.sic.gov.co).  

Literary, musical or artistic works, cinematic films, gramophone 

records, photos, architecture works, maps, software (source 

code and object file), databases (originate from intellectual 

creation) and broadcasts are governed by Decision 351 from the 

Andean Community of 1993. The Decision provides the 

protection for a period of fifty years after the death of its author, 

with an exception for the literary, artistic and software works, 

for which, the fifty years begins at the register in compliance of 

the Berne Convention.  

In Colombia, while protection of intellectual property rights is 

enshrined in the legal code,  enforcement is reportedly erratic 

and infringements are common. This is particularly the case with 

unauthorized use of trademarks; however, all forms of 

infringement of intellectual property rights are widespread. 

Colombia has been on the Special 301 "Watch List" every year 

since 1991, reflecting ongoing challenges to the enforcement of 

intellectual property rights. The Uribe government is tightening 

enforcement, but you should be alert to infringements.  
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8.7 Performance requirements 

Foreign investors are subject to the same performance 

obligations imposed on national investors with the exception of 

the financial, insurance, hydrocarbon, mining and television 

sectors. 

 

Financial sector: equity acquisitions exceeding the ten per cent 

of the total shares outstanding must have the approval of the 

Financial Superintendence (Art 88 Decree 663, 1993). 

 

Insurance business: Foreigners cannot be insurance brokers 

(Art. 41 Decree 663, 1993). 

 

Hydrocarbons and mining sectors: Foreign companies cannot 

purchase foreign currency with Colombian currency earned from 

such sectors in order to pay expenses generated in a foreign 

country. Moreover, imported capital goods are non-refundable 

(Art 23 Decree 2080, 2000). 

 

TV and Broadcasting Stations: Foreign investors can invest up to 

forty per cent of the total paid capital in such companies 

conditioned on having a technology transfer contract which must 

be approved by the Telecommunications Committee.  

 

8.8 Investment protection 

The Colombian Constitution of 1991 (Art 58 and 59) established 

the legal protection of private property.  



 
Investing in SMEs in Colombia 

 

98 
www.bidnetwork.org 

 

Expropriation processes can be carryied out only if there is the 

public interest at hand, after a fair and adequate compensation. 

Additional agreements to protect Private Property rights have 

been subscribed by Colombia with institutions such as the 

Overseas Private Investment Corporation (1985), Multilateral 

Investment Guarantee Agency (1994) and International Center 

for the Settlement of Investment Disputes. 

It is important for you to note that some rural areas of Colombia 

are still under control of either guerrilla or paramilitary forces, 

which may have  implications for the enforcement of property 

rights in practice.  

 

8.9  Fiscal incentives for investment: Duty Free 
Zones 

One of the main incentives for foreign investment into 

Colombian Companies is to establish the operations in duty free 

zones. Colombia established duty free zones under Decree 4051 

of 2007. There are 45 duty free zones throughout Colombia; 

Bogota’s being the largest, trading over US$10 bn per year.  

 

More information of existing duty free zones is available at: 

Bogota http://www.zonafrancabogota.com/ 

Barranquilla www.zonafrancabarranquilla.com 

Candelaria www.colombiaexport.com/zfcgena.htm 

Cartagena http://www.colombiaexport.com/zofrance.htm  

Palmaseca http://www.zonafrancacolombia.com  
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Del Pacifico www.zonafrancadelpacifico.com   

Rionegrowww.zonafrancarionegro.com 

Santa Martha www.colombiaexport.com/zfstamte.htm 

 

For a description of the tax incentives to establish operations in 

duty free zones please refer to annex 4. For an overview of the 

benefits for SMEs, see page 38. 

 

8.10 Investment restrictions   

The foreign investment Decree 2080, which is the law governing 

investments by foreigners in Colombia, allows foreigners to 

invest in all activities with the exception of:  

1. Defence and national security activities; 

2. Processing, selling and disposal of toxic, hazardous or 

radioactive waste not produced in the country; 

3. Network television concessions, which cannot have foreign 

investment exceeding 40 per cent of the total of the 

concessionaire’s equity. 
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Chapter 9. Managing your investment 

 

This chapter provides an overview of the main issues you will 

encounter when managing your SME investment. 

 

9.1 Basics of entry and exit 

Entry and establishment regulations are reasonably 

straightforward compared to other countries in Latin America. 

Where foreign investment is allowed, there is no prior screening 

and you only need to register the capital inflow required for the 

investment with the central bank within three months in order 

to maintain your foreign exchange rights.  All foreign investors 

as well as domestic investors must obtain a license from the 

Commission of Companies and register with the local Chamber 

of Commerce25. Note that entry into the regulated sectors such 

as financial services, hydrocarbons and mining is subject to 

approval but this applies to all investors, irrespective of your 

nationality. 

You are free to exit from a venture in accordance with the 

company law of Colombia. There are no legal obstacles to 

divesting, however you are advised to establish a “put option” 

as an important part of the pre-investment stage.    
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9.2 Procedures to register an SME 

If you are investing in a Colombian SME, it is important to take 

into account the high level of informality that exists in the 

country especially in the micro and SME sector, which can be a 

limiting factor if the company is growing and needs to have 

increased access to financing from official financial 

intermediaries. In order to obtain external support services like 

finance, operating licenses, operating business bank accounts, 

the enterprise needs to be properly registered.  

The steps to formalize a business in Colombia have been greatly 

simplified. You can find very useful information on this in the 

website http://Colombia.investway.info. 

 

 

 

 

 

 

 

 

 

                                                                                                    
 
25 See http://Colombia.investway.info 
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Steps to establish a company in Colombia 
1. Verify commercial name, brand name and economic activity 
at the Chamber of Commerce, 2 hours, no cost if done online. 
$1 if done at the Chamber of Commerce 
2. Register the company statutes and obtain notarized copies. 
5 days Based on capital 
3. Register the company at the Fiscal Registry and get the 
fiscal identification number – NIT, 7 hours No cost 
4. Register the company - commercial registration - at the 
Chamber of Commerce 3 days Based on capital 
5. Open a bank account and deposit the capital 2 hours No cost 
6. Register official books at the Chamber of Commerce. 8 days 
$40 ($10 for each book)  
7. Get permission for intended land use from either the district 
planning authorities (Planeación Distrital) or city authorities 
(Curaduría Urbana), depending on location. 5 days No cost with 
district authorities. $75 with city authorities. 
8. Register the company with social security (Administradora 
de Riesgos Profesionales). 2 days No cost 
9. Register employees with social security (Administradora de 
Riesgos Profesionales). 2 days No cost 
10. Register employees with the national health insurance 
scheme (Empresa promotora de Salud) 15 days No cost 
11. Register employees with a pension scheme 30 days Based 
on employees’ expected income 
12. Register the company with the family benefits fund (Caja 
de Compensación Familiar) 3 days No cost 
13. Register employees with the family benefits fund 2 days No 
cost 
14. Get fire safety certificate 18 days $11 
Source: UNCTAD doc, 2005 
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9.3 Money matters 

 

9.3.1 Foreign investors’ access to local capital markets 

Colombia offers a number of financial support initiatives in given 

sectors. Bancóldex, Proexport and Colombia Capital can advise 

you on how and where to find financing options for your planned 

investments. 

See contact details of these institutions in Annex 8 and 9.  

 

9.3.2 Transferring money in and out of Colombia 

There are no main restrictive policies on capital transfers to and 

from Colombia.  However, all transactions must be reported to 

the central bank through the standardized foreign exchange 

forms, classified by: 

� Imported goods; 

� Exported goods; 

� Foreign debt; 

� International investment; 

� Services, transferences and others; 

� Relative to compensation account. 

 

9.3.3 Paying taxes 

Capital gains on business assets are subject to a tax rate of 

33%. Dividend and capital payments are subject to the tax laws 

of Colombia. Dividends are subject to withholding (rate for non-

residents is 7%). With the registration at the Central Bank of 



 
Investing in SMEs in Colombia 

 

104 
www.bidnetwork.org 

Colombia, dividends can be remitted to non-resident 

shareholders.  

The value added tax (VAT) is charged on services and products 

sold and imported goods. The principal related rates are below: 

Rate Description 

2% Living animals: pig, sheep, cattle (except animals for 

bullfight), bird, fish and the rest.      

5% Game of chance. 

10% Immovable property rent (except for residence) and spaces 

for handicraft exhibitions. 

Worker´s co-operatives; cleaning services; security services 

or  temporary jobs that are established by the Social Security 

Ministry; primary health services; health insurance; social 

clubs; agricultural storage; commissions on farming trades; 

health insurance and stock exchange placements; 

accommodation; cereals; seed sugar; packed tuna; glucose 

and fructose syrup; cocoa; chocolate; bakery products; 

cooking fats; tobacco without process; cotton fibers; compress 

equipment; pasteurize equipment; screws; machinery for 

agriculture sector.            

11%  Beer. 

16% General. 

20% Mobile phone services, motorbikes, automobiles, ethylic 

alcohol production and trading; imported premium whiskies; 

and pleasure and sports boat produced in Colombia.       

25% Imported automobiles. 

45% Imported automobiles with FOB value above US$40.000. 

Source: Public income mission, Departamento de Planeación Nacional and tributary 

statute. 
   

An overview of tax policy is available in Annex 3. 
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9.4 Labor issues 

 

Hiring Workers  

Colombia has a large quantity of trained and educated, workers. 

However, English speaking workers at semi-qualified or non 

qualified positions might be difficult to find.  

 

 

 

 

According to the World Bank’s Doing Business survey 2008, 

Colombia ranks first among all Andean-countries in terms of 

easiness of employing workers, measured by: difficulty of hiring, 

rigidity of hours, difficulty of firing, rigidity of employment, non-

wage labor costs and firing costs.   

The Colombian Statistical Department (DANE) reports 17.4 

million people as employed (77.5% urban, 22.5% rural). The 

unemployment rate is approximately 11.2%, as per July 2008 

figures. 

 

Colombia has a large quantify of trained and educated 
workers.  
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Employment by sectors 

The table below details employment by economic sector. 

 

Hotels and restaurants 25,5% 

Community, social and personal services 20,5% 

Agriculture, cattle farm, hunt, forestry and fish 17,9% 

Manufacture 13,3% 

Transport, storage and communications 8,3% 

Real estate 6,4% 

Building industry 5,0% 

Other 3,0% 

Source: DANE April-June 2008 

 

Employment by type 

The minimum wage in Colombia is about US$ 270 per month, 

which includes transport subsidy, as required by law. In case of 

unskilled labor, the employer must pay for medical services, 

daily transport and lunch. 

Working hours are limited to 48 hours per week, distributed in a 

maximum of six days per week.  With the proper authorization, 

granted by the Ministry of Social Protection, an employee may 

work up to 12 hours of overtime per week.  Employees in 

management positions are not subject to such restriction26. 

 

                                                 
 
26 US Department of Commerce, ‘Doing Business in Colombia 2008’ 
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There are different types of working contracts. The most used 

are indefinite and definite term contracts. In addition to the 

wages paid, Corporations should also make health, social 

security, professional risks and other contributions as part of 

payroll expenses. 

A list of the required contributions, paid by the employer is 

shown below. 

 . 

Health Employer contributes 8% for each 

salary. 

Employee contributes 4% 

Pension system Employer contributes 10.125% 

Employee contributes 3.375% +1% 

Professional risks Employer pay 0,348% to 8,7%, 

according to the risk activity. 

Legal bonus 15 days of salary is paid each 

semester as a premium. 

Severance payment Equals to one month of salary per 

each year worked.  

Special contributions: for 

employers with more than 

one employee. Over the 

monthly payroll. 

ICBF: children´s protection 3%. 

SENA: Apprenticeship services 2%.  

Family compensation funds: 4% 

services for employees. 

Source: PriceWaterHouseCoopers 2007 

 

If you are a foreign investor and you are looking to hire 

employees you can advertise in national newspapers such as “El 
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Tiempo” and “El Espectador“. The National Service for Learning 

(SENA), which provides technical courses to more than 7000 

students, provides a free employment web site for potential 

employers.  

In addition, several employment agencies and consultancy/audit 

firms operate in Bogota, Medellin, Cali, Barranquilla and major 

cities and can be contacted to expedite and advise on 

recruitment matters.  

The table below provides details of employment by type.  

 

Freelance workers 42,9% 

Skilled workers 35,2% 

Civil servants 5,2% 

Day laborers 4,6% 

Bosses and directors 4,4% 

No formal workers 4,1% 

Attendants 3,7% 

Source: DANE April-June 2008. 

 

9.5 Business support 

Business Development services for Colombia are mainly 

promoted by chambers of commerce, productivity centers, guild 

associations, business associations, universities and other 

specialized entities such as small boutique investment banking 

firms. For a detailed list please refer to annex 9. 
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9.6 Getting goods in and out 

 

9.6.1 Importing goods 

Most of Colombia’s imports and exports are channelled through 

the main sea ports located in Buenaventura for the Pacific 

Ocean, and Barranquilla, Cartagena and Santa Marta for the 

Atlantic Ocean.  

The Colombian customs law is regulated by the Decree 2685 of 

1999 and resolution 4240. Additionally, INCOTERMS are widely 

accepted for international commercial trade.  

The applicable taxes for imports are: customs tax (ranging from 

0 to 20% of FOB value) and value added tax (refer Annex 3).  

 

For special foreign trades like temporary imports or special 

import and export systems, consult the following port 

authorities: 

Sociedad portuaria regional de Buenaventura 

http://www.sprbun.com/  

Sociedad portuaria regional de Barranquilla 

http://www.sprb.com.co/ 

Sociedad portuaria regional de Cartagena 

http://www.puertocartagena.com/ 

Sociedad portuaria regional de Santa Marta  

http://www.spsm.com.co/ 
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9.6.2 Exporting goods 

Colombia enjoys a geographical location at the upper east of 

South America. It is a member (along with Bolivia, Ecuador and 

Peru) of the Andean Community, which has a population of 

100.73 million within a free trade zone (restrictions may apply 

for some products).     

 

Commerce agreements 

a) Andean community: Peru, Bolivia and Ecuador. 

b)  Group of Three G3:  Mexico and Venezuela (but 

withdraw in 2006).  

c) CAN-Mercosur: Bolivia, Ecuador, Perú, Brasil, Paraguay, 

Uruguay and Argentina.  

d) Chile. 

e) CARICOM: Trinidad y Tobago, Jamaica, Barbados, 

Guyana, Antigua and Barbuda, Belize, Granada, 

Montserrat, St. Kitts and Nevis, St. Lucia, St. Vincent 

and The Grenadines. 

f) Cuba. 

g) Northern Central American Triangle: Guatemala, El 

Salvador and Honduras. 

h) United States: Free Trade Agreement, pending Congress 

approval. 
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Customs preferences 

a) United States: The Andean Trade Promotion and Drug 

Eradication Act (ATPDEA). 

b) Generalized Systems of Preferences: The United States, 

Europe, Australia, Canada, Japan, Switzerland, 

Luxembourg, the Russian Federation and New Zealand. 

c) EFTA: Switzerland, Norway, Iceland and Liechtenstein. 

d) Association Agreement between the EU and the Andean 

Community (CAN) in negotiation. 

 

For details on all of Colombia's commerce and customs 

agreements with foreign countries, see Annex 6. 

 

How to locate exporting companies 

 

Proexport 

Proexport is the governmental institution in charge of promoting 

Colombian non-traditional exports, international tourism and 

foreign investment to Colombia.  

 

It offers several services in order to meet exporters’ needs: 

 

• Information Center Zeiky 

• Proexport Online 

• Market Intelligence 

• Transport Logistic Information 

• Expopyme Program 

• Quality Guarantee Program 
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• Exporting Plan 

• Exporting Special Projects 

• Commercial Missions 

• Buyers Missions 

• Sales Missions 

• Commercial Agendas 

• Office Support 

 

Proexport has exporters directories, as well as a special program 

aimed at helping SMEs to export, the Expopyme Program. For 

more information, see: http://www.proexport.com.co 

The Center for the Promotion of Imports from Developing 

Countries, located in the Netherlands, has a list of Colombian 

companies they have coached to become competent exporters 

to the EU. This list is available via the CBI website: 

http://www.cbi.eu/?pag=70&land=42#CD 

 

9.7  Managing risks of your investment 

 

9.7.1 Demand for risk mitigation 

Research has shown that there is a demand for risk mitigation 

products aimed at SMEs.27 The strongest demand for risk 

mitigation products comes from investors setting up new 

                                                 
 
27  (SIRIF - A Study of Risk Mitigation of Development Investments) Global Exchange for Social 
Investment (GEXSI) and VantagePoint Global. See also http://www.deriskas.com 
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investments and from those seeking co-investment in new or 

existing products (the additional costs associated with risk 

mitigation products makes them less attractive for existing 

investments where the cost structures are already set). The 

demand is highest for products characterised by minimal 

coverage cost (costing less than 2% of the underlying 

investment), broad but disaggregated coverage and with few 

restrictions as to type of investment or type of investor 

 

9.7.2 Main risks for SME owners 

The main manageable risks relevant to SME owners are those 

related to their business operations. These include: standard 

property and casualty (fire, flooding, theft, etc.), employee 

accident and health, key man dependency, product liability, 

trade credit and commercial breach of contract. When investing 

in an SME, the investor should inform if the SME owner is 

insured against these risks – where available. In Colombia, 

there is a diverse offer of insurance services.  

    

9.7.3 Main risks for SME investors 

What types of risks are most relevant for you as an investor in 

an SME? Many of the risks faced by foreign investors in large-

scale infrastructure or listed companies are often less material 

for SME investors in developing countries. Some of the more 

material risks for SME investors are: 

� Political; 

� Policy changes; 
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� Currency; 

� Business strategy and marketing; 

� Infrastructure service failure; 

� Management systems and operations; 

� Fraud and corruption.  

� War and conflict 

 

9.7.4  Availability and applicability of risk management 
tools for SMEs in Colombia 

There are several risk mitigation tools available for foreign 

investors targeting Colombia, such as those given by the 

Multilateral Investment Guarantee Agency (MIGA)  and the UK’s 

Overseas Investment Insurance Scheme. MIGA also has a 

specific program for smaller investors. More information about 

these programs is located in Annex 5.  

 

MIGA guarantees in service of SMEs 

A US$100 million MIGA guarantee was issued to Banco 
Santander Central Hispano S.A. for its shareholder loan to Banco 
Santander Colombia S.A. The guarantee will protect the loan 
against transfer restrictions and expropriation of funds. One 
quarter of the guarantee is being covered through facultative 
reinsurance. Banco Santander Colombia, a key provider of 
financial services in the country, offers a plethora of financial 
products and services at more than a hundred branches and 
customer service locations throughout the country. The 
financing will help the bank expand its loan service program to 
offer low-cost, medium-term financing to SMEs. 

Thanks to this project, Colombian SMEs, especially in the 
manufacturing sector, where they are most active, will be able 
to acquire new machinery and equipment. The project will thus 
help increase output. Simultaneously, the improved availability 
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of sources of financing will increase competition and ameliorate 
the quality of the financial sector. This project supports the 
consolidation and restructuring of the banking sector and plays 
an important role in diversifying MIGA's Colombian portfolio, 
which currently consists of two active projects, both in the 
infrastructure sector. Source: www.miga.org 

 

Within Colombia, some institutions, such as Fondo Nacional de 

Garantías, provide loan guarantees to SMEs. The loans and 

guarantees can be obtained directly through the local financial 

institutions which study the petition and approve or disapprove 

the transaction. For a detailed list please refer to 

http://www.fng.gov.co/fng/portal/apps/php/index.kwe.  

Other agencies which provide guarantees to SME loans in 

particular regions are: 

 

• Fondo Nacional de Garantías de Antioquia 

(http://www.fga.com.co) 

• Fondo Nacional de Garantías del Café 

http://www.garantiasdelcafe.com/ 

 

The local financial institutions at the particular regions are in 

charge of evaluating and approving the loans and guarantees. 

Note that the Risk Credit Management System (SARC) has 

improved the stability and efficiency to the financial system.  
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9.7.3.1 Political risk insurance 

Political risk insurance (PRI) - especially that made available by 

commercial insurers, fulfils the main criteria of SME investors.  

Investments with the greatest potential for PRI coverage are 

characterised by the following: 

 

� Location in high risk countries 

� Portfolio size between US$1m and US$10m 

� Portfolio requires new capital (vs. existing investment) 

� Substantial return on investment (>10% annually) 

 

Generally speaking, there is a minimum premium for PRI 

insurance, which means that the minimum total investment size 

(i.e. either a single SME investment or a portfolio of 

investments) must be at least   US$500,000 - US$1m for this to 

be a viable option for the investor.  

The Corporación Andina de Fomento (CAF) and AIG Global Trade 

& Political Risk Insurance Company have created a Latin 

American Investment Guarantee Company with the purpose to 

sell policies that covers political risk and foreign credit 

transactions. Colombia has a moderate level of the political risk 

according with the Finance and Insurance Corporation. 

 

9.7.3.2 Currency hedging 

In addition to PRI, there is a demand among SME investors for 

the mitigation of currency risk.  
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Currency futures 

Colombia has a standardized derivatives market for dollar 

futures, about US$1,2 billion dollars  are traded monthly (2008).   

 

Other derivatives are being made available starting September , 

2008 such as: 

� Stock futures; 

� Index futures; 

� Fixed income futures (government); 

� Rates futures. 

 

Currency Exchange Fund 

The Currency Exchange Fund N.V. or TCX is a special purpose 

fund providing currency and exchange rate risk management 

products and services to investors active in emerging markets, 

in order to catalyse the development of long-term financing in 

local currency in developing countries. TCX is a Netherlands 

public limited liability company managed by a special purpose 

management company, established in the Netherlands. The fund 

was  initiated in September 2007. As per January 2008, TCX’s 

total committed capital amounts to US$ 467 million. 

Products: TCX provides the following hedging products: 

� FX swaps and forwards (deliverable and non-deliverable)  

� Cross currency and interest rate swaps (deliverable and 

non-deliverable)  

� Forward Rate Agreements (FRAs) 
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During the first three years of its existence, TCX is limited to 

transacting its products solely with its investors. For a list of 

these, please see:  

http://www.tcxfund.com/smartsite.dws?ch=TCX&id=294 

Third parties seeking to raise long-term local currency 

funding can approach any of these institutions directly. For more 

information see: http://www.tcxfund.com 

9.8 Resolving disputes 

9.8.1 Arbitration outside of court 

Colombian law and practice recognizes arbitration. A center for 

arbitration and conciliation at Bogota Chamber of Commerce 

(CAC) was established in 1983. The CAC promotes the conflict 

solutions and educates about conflict management in three main 

areas: entrepreneurial, municipal and school. 

Law 315 of 1996 authorizes the inclusion of an international 

binding arbitration clause in contracts between foreign investors 

and the GOC and Decree 1818 of 1998 allows for alternative 

dispute resolution.  The law allows contracting parties to agree 

to submit disputes to international arbitration, provided that the 

parties are domiciled in different countries, the place of 

arbitration agreed by the parties is a country other than the one 

where they are domiciled, the subject matter of the arbitration 

involves the interests of more than one country, and the dispute 

has a direct impact on international trade.  The law allows the 

parties to set their own arbitration terms including location, 

procedures, and the nationality of rules and arbiters.  
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International arbitration is not allowed for the settlement of 

investor-state disputes arising from the Legal Stability Contracts 

(Law 963/05), even for foreign investors. 

Foreign investors have found the arbitration process in Colombia 

complex and dilatory, especially in regards to enforcement of 

awards.  Despite Colombia’s commitment to international 

arbitral conventions and its domestic legal framework for 

arbitration and resolution of disputes, foreign companies 

continue to endure lengthy dispute settlement processes.  

Colombia is a member of the New York Convention on 

Investment Disputes, the International Center for the 

Settlement of Investment Disputes (ICSID), and the Multilateral 

Investment Guarantee Agency (MIGA)28. 

 

9.8.2 Service providers 

Colombia has specialized legal service providers specifically set 

up to handle business and commercial related disputes. The 

following two service providers have the capacity to handle and 

facilitate the resolution of disputes or provide advice: 

a. Bogotá Chamber of Commerce Center for Arbitration 

and Dispute Resolution (CAC)  

b. Ordinary Civil Jurisdiction. 

 

Please see annex 9 for a listing of legal service providers. 

                                                 
 
28 US Department of Commerce, ‘Doing Business in Colombia 2008’ 
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Chapter 10. Exiting from your investment 

 

As a foreign investor you are free to exit from a venture in 

accordance with the company law of Colombia. In Colombia, 

there are several strategies for exiting from an investment in an 

SME. Options for exiting your investment could take the form of 

a trade sale (sale of the company to another company in the 

same industry), sale of your stake in the company to another 

investor, a fund, a supplier or a key client.  Other forms of exit 

are to sell shares to the principal shareholders or wealthy 

families. Sometimes an exit is possible via an alliance or 

mergers (for example “Alianza Team” and “Bavaria”).  

 

 

The possibility of exit via the stock market in Colombia is still 

difficult. As mentioned earlier in this guide, Colombia Capital, a 

program, run by the Bogotá Stock Exchange is helping several 

small companies to gear up to listing on the stock market for 

the first time. The Inter-American Development Bank is 

subsidizing the investment banking fees for these companies 

wishing to list. In an interview with Euromoney, Elizabeth Praga, 

manager of Colombia Capital, expounded on the programs 

                                                                                                    
 
 

Options for exiting your investment could take the form 
of a trade sale (sale of the company to another company 
in the same industry), sale of your stake in the company 
to another investor, a fund, a supplier or a key client.  
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progress with SMEs: “Our organization is helping 47 Colombian 

small and medium-sized companies to move towards a stock 

market listing. It is also assisting some 250 companies that 

want to issue bonds and commercial paper. We are training 

company executives on the functioning of the stock market and 

guiding them through the whole process of doing an IPO.”29 

Note that if you structure your investment as, e.g., a 

shareholder loan, this can facilitate your exit from an 

SME. Please see the interview with Tom Gibson about 

Shareholder Loan Funds for SMEs in Developing Markets 

on page 168. 

 

                                                 
 
29 Source: EuroMoney, by Jason Mitchell 01.01.2007 
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Chapter 11. Measuring the Impact of your 
Investment 

 

Investors increasingly recognize the value of sustainability 

reporting, i.e.; reporting that takes into account the financial,  

social and environmental impacts of a particular investment. The 

Global Reporting Inititative (GRI) has pioneered the 

development of the world’s most widely used sustainability 

reporting framework and is committed to its 

continuous improvement and application worldwide. This 

framework sets out the principles and indicators that 

organizations can use to measure and report their economic, 

environmental, and social performance. For more information, 

please see: www.globalreporting.org 

 

Expectations for reporting on these issues for investments in 

emerging markets is growing. A number of companies have 

been at the forefront of developing methodologies for measuring 

the financial, social and environmental impact of investments in 

emerging market SMEs. In this chapter, we provide some 

insight on some of these methodologies for impact assessment. 

 

11.1 E&CO’s Triple bottom line 

E&CO, Energy through Enterprise, offers a methodology to 

measure the profitability of your business in terms of its social 
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and environmental returns30. E&Co is a financial services 

company, which provides enterprise development services and 

invests in clean energy enterprises in developing countries.  

 

An overview of the methodology is available below: 

 

Social Impact 

Social impact focuses on households, clients, employees and the 

surrounding communities. 

• Access to modern energy services expands social and 

economic opportunities. 

• Local economic development opportunities lead to jobs, small 

local enterprise opportunities for all family members and a 

reduction in difficult daily chores such as water and fuel 

collection. 

• Quality of life improvements are made possible through 

improved lighting, cooking, and improved indoor air quality as 

well as access to water, civil social interaction, recreation and 

education opportunities. 

 

Environmental Impact 

Environmental information focuses on carbon offsets, trees, 

water and the displacement of oil and fuel wood. Whenever 

possible, try to assign a value (monetize) these benefits by 

calculating offsets and the amount displaced. 

                                                 
 
30 E+Co, ‘Measuring your Company’s Success’ 
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• Generation of clean energy displaces kerosene, diesel, candles 

and bunker fuel. Indoor air pollution is decreased or eliminated. 

• Carbon credits, while improving global environmental 

conditions, potentially improve the affordability of modern 

energy. 

• Forestry management prevents deforestation and often results 

in reforesting degraded areas. 

• Eliminating sawdust/biomass waste and operational efficiency 

improvements eliminate waste dumping and localized ground 

and water pollution. 

 

Financial Performance 

Financial returns focus on the profitability and sustainability of a 

company. 

• Financial and operating data (revenues, sales, profitability and 

number of employees) leads to expanding market opportunities, 

growth and replication. 

• Timely loan repayments, collection efficiency and record-

keeping increases credit worthiness. 

• Operating savings from energy generation and efficiency 

improvements. 
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Its model is as follows: 

  

 

Source: E+CO, Measuring your Company’s Success 

 

For more information, visit the website www.EandCo.net. 

 

11.2 SEAF’s methodology 

As an SME investor in challenging and emerging markets, SEAF 

has also developed a methodology to investigate its investment 

impact based on “on-the-ground data”. In 2004, SEAF produced 

a report that looked beyond the traditional financial returns to 

assess the impacts of growing SMEs on the lives of employees 

and other stakeholders in the local economy. Based on that 

report, it created monitoring criteria, which allows a better 

understanding of SMEs investment impact on poverty reduction 

– the multiplier effect. 

 

This methodology is based on an IFC model devised by Fran 

Lysy. The model uses a stakeholder framework to analyze the 

socioeconomic externalities of each investment. 
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Stakeholder Framework: 

 

Source: From Poverty to Prosperity, SEAF, October 2007 

 

The model is based on the fact that not all of the impact or 

value of a market transaction is reflected in price paid. Such 

effects beyond the price paid are variously referred to as 

externalities, public goods, or consumer surplus. In the case of 

the impact of or value derived from investing in SMEs, there are 

impacts, whether positive or negative, which are not captured in 

the returns to financiers. These excess values, that is, the 

aggregated value to all members of the economy, must be 

added to the net profits of the SME’s financiers themselves to 

assess the value of the investments to the economy as a whole. 
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It is the overall value that represents the total development 

impact resulting from the investments31. 

 

For more information, visit the website www.seaf.com. 

 

11.3 Acumen Fund’s methodology 

 

This following information was contributed by Acumen 

Fund 

 

Rather than seek an absolute standard for social returns across 

an extremely diverse portfolio, Acumen Fund looks to quantify 

an investment’s social impact and compare it to the universe of 

existing charitable options for that explicit social issue. 

Specifically, this tool helps inform investors where their 

philanthropic capital will be most effective—answering the 

question “For each dollar invested, how much social output will 

this generate over the life of the investment relative to the best 

available charitable option?” This methodology, which is called  

the BACO ratio (for "best available charitable option"), is a 

useful starting point for assessing the social impact and cost-

effectiveness of each of their investments. The point of the 

analysis is to inform Acumen’s portfolio decision-making with a 

quantifiable indication of whether their social investment will 

“outperform” a plausible alternative. 

                                                 
 
31 SEAF, ‘From Poverty to Prosperity’ 
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Whenever possible, the BACO is based on existing charities 

providing similar goods and services to those of Acumen Fund’s 

investment. For example, consider Acumen’s US$325,000 loan 

to A to Z Textile Mills in Tanzania. With the loan, Acumen sought 

to transfer an innovative technology from Sumitomo Chemical 

for long-lasting insecticide-treated bednets (LLITNs)32  to a local 

manufacturer and to expand their capacity to produce these 

nets. It is plausible that instead of making a relatively risky loan 

to A to Z, Acumen Fund could have made a zero-risk grant of 

US$325,000 to UNICEF or an international NGO to distribute 

traditional insecticide-treated bednets. In cases where a viable 

local comparison does not exist, Acumen tries to develop 

realistic hypothetical options based on other geographies or 

from plausible “what if” scenarios. In general, Acumen’s BACO 

analysis typically aims for a narrow and least common 

denominator of output provided—individuals with improved 

housing, people years of clean water, or patients on ARV 

treatment. 

In Acumen’s experience, the BACO calculation is essentially 

driven by: 

• Financial leverage: since Acumen Fund seeks a return 

of capital through loans and equity, their investments’ 

net costs are typically lower relative to grants. If 

Acumen makes a loan of US$325,000 at a 6 percent 

                                                 
 
32 The Olyset LLITN has unique properties with time-release pesticides that have been proven to 
be effective at killing malaria-bearing mosquitoes fur up to five years.  
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annual interest rate, repaid over five years, they expect 

a return of US$422,500, while grants are a sunk cost.  

• Enterprise efficiencies: because many of the BACOs 

are public sector or non-profit delivery models, it is 

Acumen’s belief that private sector cost structures and 

incentives will enable Acumen’s investees to show 50 to 

100 percent cost recovery in the implementation of a 

social project. For instance, a number of Acumen’s 

investees use a business-minded franchising strategy to 

impact low-income populations on a greater scale. In 

the example below, the bednet factory  was able to 

reach economies of scale and keep costs low for higher 

outputs. (See Table 2 below.) 

• Technology leverage: in many cases the invention of a 

new product or business system can fundamentally 

transform the output per unit. For example, the anti-

malarial LLITNs in this investment are proven to last five 

times longer than regular insecticide-treated nets (ITNs) 

that dominate the charitable marketplace in Sub-

Saharan Africa. New product innovation can typically 

show higher social output for each dollar invested and, 

therefore, a higher BACO ratio, even assuming the same 

cost structure. 
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Table 1: Cost Analysis BACO 
Acumen Fund 
investment 

Committed funds $325,000 $325,000 

Cost of disbursement & 
management $65,000 $130,000 

Expected return $0 
6% annually for 5 
years 

Return [principal + interest 
earned=] (financial leverage) $0 $422,500 

Net revenue (Cost) [return – 
disbursement – costs =] ($390,000) ($32,500) 

 

BACO ratio 

The BACO calculation ultimately conveys the net cost per unit 

of social impact. The figures in Table 3 below are taken from 

Tables 1 and 2. Upon making the investment in A to Z, we could 

estimate that it would cost Acumen Fund less than US$0.02 to 

protect one individual from malaria for one year, compared to 

US$0.84 through the BACO. In other words, Acumen Fund’s 

investment in this scenario is 52 times more cost-effective than 

the best available charitable option.33 

                                                 
 
33 Acumen Funds Concept Paper: The Best Available Charitable Option, Acumen Funds Metrics 
Team, January 2007.  The full paper is available at:  
http://www.acumenfund.org/uploads/assets/documents/BACO%20Concept%20Paper%20final_B
1cNOVEM.pdf 
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Table 2: Social 
Impact Projections 

 BACO 
Acumen Fund 
investment 

Comparable product 
cost  $3.50 - 

Total output Bed nets 92,857 2,000,000 

Investor share of output  100% 20% 

Investor output 
(enterprise efficiency) Bed nets 92,857 400,000 

Impact factor 
Persons 
protected/bed 
nets 

2 2 

Social impact [total 
output*impact factor =]  185,714 800,000 

Bottom of Pyramid 
(BOP) Penetration 

%customers 
in BOP 100% 50% 

BOP impact [social 
impact*BOP Penetration 
=] 

 185,714 400,000 

Product efficacy 
(technology leverage) 

# of effective 
years of 
malaria 
protection 

2.5 5 

Total social impact [BOP 
impact*product efficacy 
=] 

Person years 
of malaria 
protection 

464,286 2,000,000 

 

Table 3: BACO ratio  BACO 
Acumen Fund 
investment 

Net cost [cost-return] $390,000 $32,500 

Total social impact 
Person years 
malaria 
protection 

464,286 2,000,000 

Net cost/Unit of social 
impact 

$/person 
year $0.839 $0.016 

BACO Ratio 
Cost-
effectiveness 
multiple 

 52 
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Recent developments in Acumen’s methodology 

A group led by Acumen Fund, Salesforce.com Foundation, Skoll 

Foundation Google and Lodestar Foundation has formed to 

create an online database for use by hundreds of donors, 

investors, and social enterprises, which focuses in social 

entrepreneurs and businesses that aim at bringing about social 

change. They created a metrics system which helps to measure 

the impact of these businesses as well as of venture 

philanthropists’ investments.  

This software program, which is called “Pulse” sets benchmarks 

for measuring social impact, tracks investees’ performance and 

compares their performance to other enterprises or non-profits 

doing similar work. The system will provide a deep reservoir of 

vital statistics. All listed companies will track companies via a 

mix of social, financial, operational and environmental metrics. 

They will all report at least a baseline of seven metrics, including 

revenue growth, net income, the number of customers served, 

jobs created, wage growth, local suppliers supported, and 

additional money raised. Additionally, investors and social 

enterprises can customize the system to include their own goals 

and accomplishments34. 

 

                                                 
 
34 Business Week, September 25th, 2008, and talks with Marc Manara from Acumen 
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For more information, visit the website www.acumenfund.org or 

contact Marc Manara at Acumen Fund: 

mmanara@acumenfund.org 

 

Other recent developments 

Also of interest is the Emerging Markets Disclosure (EMD) 

Initiative, an international initiative to improve sustainability 

disclosure in emerging markets. The EMD conducted a survey on 

the current state of sustainability reporting in several emerging 

markets, including China, India, South Africa, Brazil, Korea and 

Russia. The study assessed 75 companies across three sectors: 

Energy (Oil and Natural Gas), Material (Metals and Mining), and 

Telecommunications. Conclusions can be found here: 

www.siran.org/pdfs/SIRAN-

KLD_Report_for_EM_Transparency_2007.pdf 
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Chapter 12. Interviews 

 

12.1 Focus on Funds 

Focus on Seed Capital Funds:  Actuar Famiempresas   

Actuar Famiempresas is an Antioquia-based, non-profit 

organization with more than 25 years of experience in 

supporting entrepreneurship in the region. They have an 

integrated service comprising microfinance credit, seed capital 

for SMEs and business development services. Since its 

foundation in 1983, it has supported more than 100,000 

microenterprises and SMEs in Colombia. Alejandro Marin, 

Head of Actuar’s Seed Capital Fund provided the following 

interview. 

 

Q: What financial structures do you use to invest in Micro 

and SMEs? 

A: Actuar has two divisions, a microcredit division which gives 

loans ranging from US$150 to US$15,000, and a Seed Capital 

Fund, which finances investments between US$15,000 and 

US$75,000.  In the Seed Capital Fund, we mostly use a form of 

quasi equity called subordinated loans. This is because in 

Colombia it is still very difficult in Colombia to sell your stake in 

a small company, given the very limited number of listed 

companies on the stock exchange.    
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Q: What was one of your most successful investments? 

A: One of our most successful investments was an initial 

investment of US$17,000, in the form of a subordinated loan, to 

a small clothing manufacturing facility. At the time, the 

company was a microenterprise supplying children’s pajamas to 

a single client. The project involved helping them commercialize 

their business to create their own brand.  As a simple supplier, 

the company received credit and supplies from its main client. 

However, in order to develop its own brand, the company 

needed working capital to finance a) inputs, such as cloth and 

thread 2) accounts receivable, since they now were taking 

orders from several clients and 3) commercial activities, such as 

business trips, visits to trade shows, since with their own brand 

they would need go out and search for new clients. As a result 

of the investment, the company is now a successful medium 

sized business with its own brand of children’s pajamas (for an 

interview with this SMEs Manager, see page 179). 

 

Q: Why couldn’t they just go to a bank to get credit? 

A: With a simple bank credit, they would have never been able 

to make the transition from small manufacturing facility to 

developing their own brand, since this process can take up to 

two years. With a bank credit they would have needed to start 

making payments after only one month, whereas Actuar’s Seed 

Capital Fund was able to give them more flexible payment 

terms, based on their sales and profits.   
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Q: What were some of the factors which ensured 

success? 

A: The key factor for success was the very entrepreneurial 

mentality of the entrepreneur, in this case a woman. Another 

key factor for success were the business consulting services we 

provided for the company, this helped them utilize the 

investment in the most efficient way, as well as helped them to 

open new markets.  

 

Q: What was the financial outcome for Actuar’s Seed 

Capital Fund and for the microenterprise? 

A: As a small clothing manufacturing facility, this company owed 

US$100,000 per year. Three years later, they sold US$500,000 

worth of pajamas, and their net profit margin went from 7% to 

16%. For Actuar, the investment had an IRR of 45% (effective 

annual return), and the company was able to graduate from our 

seed capital fund to a commercial bank.  

 

Q: Have any of your investments gone wrong, and what 

was your recourse? 

A: One investment we have had to write off was in a promising 

company producing cereal products. While this company had 

very high growth potential, due to the product formula, the 

entrepreneur had a producers’ mentality, and not a commercial 

one. He dominated the production process, but didn’t think in a 

commercial way, which resulted in declining product sales.   
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We are trying to recuperate part of this investment by obtaining 

the specific formula for the cereal products, i.e. the intellectual 

property of the company, so that we can further develop the 

product. Colombian laws permit seed capital funds to receive the 

IP as compensation if the investment is not paid back.  

 

Q: What advice would you give to a foreign investor 

interested in an SME in Colombia? 

A: The most important thing is to look at the entrepreneur’s 

profile, to ensure that this is a commercially oriented person. It 

should also be clear to the investor that they need to invest not 

only in the company, but also in opening the market for that 

particular company’s products or services. Finally, it is vitally 

important to find a channel, i.e. a locally based organization, 

which can monitor the entrepreneur and keep them focused on 

their core business. For example, we once invested in a small 

paint supply company. When they started to commercialize their 

product, this company received increased requests for painting 

services. Instead of collaborating with a painting services 

company, they started moving internal resources toward 

providing painting services along with painting products, and 

losing efficiency in the process.  We were able to advise the 

owner to not move away from their core business, which was 

producing paint, advice which the owner accepted.  
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Q: How does what you do differ from a commercial bank 

focused on SMEs? 

A: We see a lot of banks moving into the micro and SME 

market; however, in many cases they only provide products 

which are geared toward increasing consumption, but not aimed 

at increasing the productive capacity of the company. In the 

case of many microenterprises and SMEs, this just leads to  

build-up the consumer debts of these enterprises, e.g. when 

they receive a credit card.  At Actuar, we try to aim all our 

investment and business consulting services toward increasing 

the productive capacity of the companies we serve.  

 

For more information about Actuar Famiempresas seed capital 

fund for SMEs please contact: Alejandro Enrique Marin Toro, 

Coordinador Capital Semilla, email: alejandromt@actuar.org.co, 

www.actuar.org.co 
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Focus on Private Equity Funds: Promotora de Proyectos 

Promotora de Proyectos was founded in 1987. During the last 

few years, Promotora de Proyectos’ business model has evolved, 

complementing its analytical and structured financial  services 

with the design and management of Venture and Private Equity 

funds that promote the creation, promotion and expansion of 

Colombian enterprises in many sectors of the economy. 

Promotora de Proyectos manages two funds: Progresa Capital, a 

Venture Capital fund which works with start ups in 

biotechnology, health, environment, new materials and IT with 

investment needs between US$500,000 and US$2m; and Escala 

Capital, a Private Equity fund which invests US$5-10m in 

established companies and focuses on the following sectors: 

Health, Specialized Engineering, Agro-industry, Security and 

Defense, Waste Treatment and Utilization and Logistics.  

Fernando Cárdenas Echeverri, Director of Escala Capital, and 

Esteban Velasco Barrera, Director of Progresa Capital, 

provided the following interview. 

 

Q: Can you tell us something about the biotechnology 

sector in Colombia? What do you consider to be the level 

of biosciences knowledge in Colombia? 

A: There is a very high level of biodiversity in Colombia, which 

has many applications in different sectors, such as the food 

sector, pharmaceuticals and industry. Many research initiatives 

have sprung up around the country to take advantage of this 

biodiversity. These can take various forms: either they are 
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private initiatives by companies, or come from Universities, or 

increasingly, a combination of private industry and centers of 

higher education. One company we have worked with in the ice-

cream branch has a parallel process: they have their own 

internal research facilities to develop, e.g., new flavours, and 

they also outsource some research on other processes to 

universities.   

One important difference with the US is that the links between 

Universities and private companies are not as developed in 

Colombia, it is only recently that these two important generators 

of research on biotechnology are working together to develop 

projects. We still see in some cases that research centers are 

developing biotechnology on a scale that is not responding to 

market demand. We see this as an opportunity to help research 

centers channel R&D into commercial purposes. Tecnova is 

helping promote this process and spread it from Antioquia to the 

rest of the country.  

If compared with the rest of the region, Colombia has a higher 

level of biosciences knowledge, given the large amount of 

scientific talent in this country.  We are also helped by the fact 

that the high level of biodiversity in Colombia gives impulse to 

research initiatives. However, there is a major difference with, 

e.g., the US, where there is a generally high level of knowledge 

across many universities. In Colombia, biosciences expertise is 

somewhat more concentrated in a few research centers, such as 

the University of Antioquia. 
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Q: How can a Colombian enterprise improve its 

knowledge about biological sciences? What advice would 

you give to companies considering the purchase of 

Intellectual Property rights? 

A: We would advise any entrepreneur in this field to take the 

market for their product or service as their starting point, and 

look at all the applications for their product through this lens. If 

they are working on a process which involves new technology, 

they should consider carefully if their own company has the 

means to generate the knowledge themselves or if they should 

buy it via purchasing the intellectual property. If the company 

decides to buy the technology, it’s very important to get a 

guarantee from the selling company that you will have exclusive 

rights to e.g., a patent. Also, when purchasing bio-technology, 

it’s important to make sure that contracts specify that you are 

buying technology and knowledge transfer (i.e.; not just 

licenses) so that you don’t have to depend on experts to apply 

the technology in your company.  

 

Q: Are you planning to invite international experts on 

biotechnology for joint-ventures? 

A: As a fund, we are often involved in technological validation of 

biotech applications. Sometimes we work with Colombian 

experts, and other times with international experts. We have 

worked with a Spanish Private Equity fund on a particular 

project in the ICT sector.  
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Generally speaking, both our Venture Capital and Private Equity 

funds are very keen on having strategic alliances with 

international players. For example, if we invest in a 

pharmaceutical company specialized in developing cancer drugs, 

we try to involve a local company with a good market 

positioning, an international strategic investor, and our own 

fund. We have found that this gives the best results.  

 

Q: Colombia has a very high biodiversity, how can it be 

protected?  

A: All the companies in our pipeline should have protections for 

the environment already worked into their business structures. 

For example, every company we finance has to have an 

environmental plan, which includes issues such as how residues 

from production will be disposed of.  

 

Q: Do the financial and non-financial needs of SMEs in 

your Private Capital fund differ significantly from those in 

your Venture Capital fund?  

A: Most of the companies we work with via Escala Capital are 

family owned businesses with informal structures. The 

entrepreneurs are extremely knowledgeable about their own 

industry, go to all the trade fairs, and are up-to-date on all the 

latest technology. The main difficulty they have is access to 

finance. We see a lot of companies which have their balance 

sheets either totally weighted to debt, or totally weighted to 

equity; we try to help them achieve some balance in this. In 
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terms of non-financial needs, these companies often need a lot 

of assistance in management, including personnel (and talent) 

management, as well as business administration.    

With regard to the companies in Progresa Capital, the needs are 

more or less the same as with the companies in Escala Capital, 

but on a greater scale. They also have more of a need for 

assistance in building up their network, although this is also true 

for the companies we work with in Escala Capital.  

 

Q: How do you get entrepreneurs to commit? 

A: At Promotora de Proyectos we generally follow a top-down 

approach: we focus on particular industries and we try to be 

pro-active and locate the best firms in these industries. When 

we evaluate opportunities to invest in a particular company, we 

try to determine if the company’s interests are in line with our 

fund. We have an initial filter which includes questions about the 

company’s attitude toward delegating administrative duties, 

allowing new members on their board of directors, and adopting 

corporate governance standards/procedures. Especially this 

latter issue is of great importance to us: if the company does 

not want to establish corporate governance procedures, this 

would be a reason for us not to work with the company.  

 

Q: What is your experience with Intellectual Property 

(IP) protection in Colombia? 

A: We would agree with the general view that there are some 

deficiencies in the IP system in Colombia. In our experience, 
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some entrepreneurs do not see the value of going through the 

process to get their ideas/products patented: they just go ahead 

with their businesses and run the risk that someone will copy 

them. In other cases, companies go through the process of 

registering, either here in Colombia or in the US. It is quite 

possible to register a brand in Colombia, however, if you are 

working on more advanced processes many people prefer to 

register the patent in the US.    

 

Q: Can you describe one of Progresa Capital's more 

successful investments? 

A: Both Progresa Capital and Escala Capital are still in the first 

stage, we are still attracting finance and are building up a 

pipeline of potential deals. One of our best investments with 

Integra (the project which initiated Promotora de Proyectos), 

was with Corbic, a Colombian institution specialized in cardio-

neurovascular medicine. This specialized health-care provider 

has three business units: health care services, 

commercialization of heart devices, such as heart valves and 

pace makers and cardio-neurovascular research.   Corbic has a 

strong team of recognized Colombian medical professionals. We 

were able to assist them in reaching strategic alliances with 

some US based firms, which resulted in a sharper learning curve 

than if they had continued without these outside alliances.  
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Q: In your experience, what are the main difficulties 

SMEs run into? 

A: SMEs often run into difficulties not because of problems in 

their industry or in their target markets, but because they lack 

strategic and financial planning, and have deficiencies in 

management capabilities. A typical problem is that many SMEs 

don’t know how to manage their working capital. In addition, 

even though there is a lot of technical knowledge in Colombia, 

business skills are still sometimes absent.  

 

Q: What changes are necessary to support the 

development of private equity in Colombia? 

A: There have already been some very positive developments in 

private equity in Colombia, such as Resolution 470 of June 

2005, which allowed for the establishment of closed funds 

(fondos de capital privado) that invest in unlisted companies or 

in mixed portfolios. Decree 2175 of June 2007 further improved 

the framework for the establishment and operation of private 

equity funds. Several new funds have been formed as a result of 

this legislation. There have also been positive developments in 

corporate governance standards. 

We see the development of private equity in Colombia as an 

ongoing process. It takes some time for fund managers to grow 

into a professional class, as well as for entrepreneurs to learn 

that there are new sources of capital, and how to work with 

funds. In this initial stage of developing the private equity 

industry in Colombia, it’s important to involve external players, 
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such as multilaterals, in order for  participating agents to learn 

and to persuade Colombians to participate in these markets, 

since people are always afraid to participate in something new. 

 

Q: What is your main message to foreigners considering 

to invest in Colombian SMEs? 

A: We would advise them to make investments via funds which 

are already active in Colombia, in order to benefit from these 

funds’ expertise and their knowledge of local business 

conditions. We believe that once this industry gets going, 

participation will increase rapidly. Colombia has all the 

ingredients for a strong private equity industry: a stable, 

growing economy, strong businesses with good fundamentals, 

and a new generation of young, promising entrepreneurs.  For 

more information see: www.promotora.com.co 
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Focus on Social Investment Funds:  Root Capital  

Root Capital, formerly EcoLogic Finance, is a non-profit social 

investment fund that provides affordable credit and financial 

education to environmentally sustainable, grassroots businesses 

in the developing world. Their vision is to create vibrant rural 

economies where smallholder producers with access to markets 

and financial services lift themselves out of poverty while 

improving the health of our planet. Root Capital began in 2000, 

providing loans to coffee cooperatives in Latin America, as well 

as in sectors such as ecotourism and fisheries. Since then, Root 

Capital has expanded rapidly, now working in 32 countries 

across four continents. While still heavily weighted in 

sustainable coffee and, increasingly, cocoa, their loan portfolio 

now includes handcrafts, ecotourism, fisheries, non-timber 

forest products and a wide variety of other sustainable 

agriculture products. Brian Milder, Director of Strategy & 

Innovation, provided the following interview. 

 

Q: Can you tell us something about your operations in 

Colombia?  

A: The focus of Root Capital’s operations in Colombia is the 

coffee sector, however we have also provided loans to a chili 

pepper producer for input for a tabasco sauce manufacturer. We 

are currently looking  to expand into handcrafts and small-scale 

artisan production for high end textiles.  
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We locate companies primarily through partnerships and 

industry presence. Our typical borrower is an association of 

anywhere from 500-2000 farmers. Most of our borrowers are 

cooperatives or associations, although we also lend to private 

companies with a strong commitment to social and 

environmental responsibility and often with certifications such as 

Fair Trade, Rainforest Alliance, and/or organic. Our loans range 

in size from US$25,000 to US$1,000,000.  

 

Q: How do you deal with the distance issue, since your 

fund is based in the US and you invest in rurally-based 

enterprises in Colombia. How do you monitor your 

investments?   

A: Investment officers based in Peru and Guatemala visit our 

borrowers on a yearly basis, at a minimum. Monitoring is 

managed by our team in Nicaragua, and takes place via monthly 

or, in some cases biweekly, reports by phone and email, with 

the managers of the cooperatives. Typical issues which come up 

in a monitoring session have to do with volume and timing of 

harvest, finding out if businesses can process the coffee they 

need, and if they are able to ship on time. 

 

Q: What is your experience with the legal, governmental 

and financial structures in Colombia? Do these structures 

put any limitations on your activities in Colombia?  

A: Two factors have limited our activities in Colombia, namely 

the prominent role of the national Federation of Coffee Growers 
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of Colombia (Federación Nacional de Cafeteros de Colombia) 

and capital restrictions. Most coffee exporting in Colombia takes 

place within the structure of this federation, which provides pre-

export finance to member cooperatives. Since many of the small 

scale coffee cooperatives in Colombia are already working with 

the federation, they do not need to turn to us. We have worked 

with a few groups that do not participate in the federation, 

including recently with an association of smallholder farmers 

that is the first group of indigenous farmers to export directly; 

we have also financed a European-based buyer to support its 

purchases from associations of smallholder farmers.  

With regard to financial structures, the main restriction affecting 

our business in Colombia are capital restrictions. In June 2006 

the requirement for foreign investors to keep funds in the 

country for at least a year was dropped, but now companies 

taking on foreign loans longer than 6 months have to deposit 

40% of the total with the central bank for six months. If Root 

Capital loans, e.g., US$100,000 to a coffee cooperative for more 

than 6 months, 40% is held by the central bank, however we 

still need to charge interest on the full US$100,000 for this to be 

a viable transaction for us. This has led us to mostly structure 

only short term loans (under 6 months). If it weren’t for this 

limitation, it would be easier for us to grow our business in 

Colombia. (see note at end of this interview about recent 

lifting of this restriction) 
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Q: How does the armed conflict impact your operations?  

A: The conflict affects us in a number of ways. We need to visit 

all borrowers before a transaction is approved, and as this is not 

possible if a borrower is located in a conflict zone, some 

otherwise well-run businesses may not be served. We do not 

operate in the most dangerous areas, although we still do some 

investments in areas affected by the conflict. Mainly, the conflict 

still (negatively) affects the assessment of the borrowers. When 

we assess a deal, we have to consider factors such as, e.g., 

could persons in the cooperative be run off the land, which 

would jeopardize their production and the borrower’s ability to 

repay the loan; would we feel safe sending our staff member to 

do due diligence; will the conflict affect producers ability to 

harvest and export; is there enough transparency so we don't 

feel our money could be siphoned off for illegal uses. However, 

we have never had a problem with a loan due to these factors. 

All loans in Colombia have been re-paid.  

 

Q: Have you seen any shifts in the size of the loans in 

your portfolio as you move from microfinance to SME 

sector? 

A: There has been a gradual shift in the maximum loan size, 

from US$500,000 to US$750,000 to current maximum of US$1 

million. Nonetheless, the average loan size has only increased 

slightly, from approximately US$180,000 to US$200,000.   
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Q: Can you please tell us about your lending model? How 

do you deal with the risk of investing in SMEs in 

Colombia? 

A: Our lending model provides access to both the finance and 

supply chains that allow people in rural areas to build 

sustainable livelihoods and lift themselves out of poverty. We 

have developed relationships throughout the sustainable 

products supply chain, and we use future sales contracts from 

companies like Green Mountain Coffee Roasters, Marks & 

Spencer, Starbucks, and Whole Foods, as the main security for 

our loans. When natural products are shipped, the buyer pays 

Root Capital directly for interest and principal payments. Short 

of weather issues or other unforeseen circumstances, we can be 

highly confident that our loan will be repaid. By moving beyond 

traditional approaches to collateral, we are proving the business 

case for lending to the rural ‘unbankable’ through intelligent use 

of supply chains that redefines risk across rural finance in 

developing countries.  

 

As mentioned, we only issue short-term working capital loans in 

Colombia due to the current banking restrictions. However, in 

other countries where the regulations are more favorable, Root 

Capital also provides longer-term credit for capital investments, 

such as processing equipment, drip irrigation, agricultural 

applications of renewable energy technologies, and farm 

refurbishments to increase organic production yields.  
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Q: Do you also provide SMEs with equity finance?  

A: Root Capital started out doing debt financing, and that is the 

mandate from our Board of Directors. We think that our model 

is working, and we want to continue innovating within the debt 

model, though we have considered offering quasi equity and 

equity investments and may offer these services in the future. 

Another reason for debt is that our primary focus is on 

associations and cooperatives the status of which is not 

conducive to equity investment. Our partners are involved in 

providing many educational and other services for their 

members, and are as a result not necessarily profit maximizing.  

 

For more information about Root Capital, please consult: 

www.rootcapital.org  

 

Important note: two weeks after this interview was conducted, 

the Colombian Central Bank on October 9th, 2008 eliminated the 

foreign debt deposit requirement. All future foreign credits, 

including pre-export finance and import finance will not have to 

place a deposit in the Central Bank. Anyone with funds 

deposited in the Colombian Central Bank under the earlier ruling 

can apply for a restitution of funds.  
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Focus on Fund of Funds:  SIFEM 

The Swiss Investment Fund for Emerging Markets (SIFEM) is a 

specialised investment advisor providing long-term finance to 

private equity funds that invest in SMEs in developing and 

transition economies. On a selective basis SIFEM also acts as 

co-investor in the underlying portfolio companies of its private 

equity funds, and makes direct investments in financial 

institutions with an SME or microfinance lending focus.  SIFEM’s 

investment philosophy is guided by the belief that investing in 

commercially viable emerging market SMEs can provide 

investors risk adjusted returns, as well as generate sustainable, 

long-term development effects in local communities.   As of 

December 2007, SIFEM has over US$300 m in assets committed 

to 40+ private equity funds located in 30 countries, and 

amounting to over 150 indirectly held SME portfolio companies, 

as well as over a dozen direct investments. Friederike 

Hofmann, Investment Manager, Latin America and Global Debt 

Finance, provided the following interview. 

 

Q: The legislation pertaining to private equity funds in 

Colombia is relatively new. The establishment of private 

equity funds which invest in unlisted companies or in 

mixed portfolios was allowed only in 2006. Have you seen 

a lot of new funds arising in the country as a result of this 

legislation?  

A: The first investment fund that was able to accept investment 

from pension funds was the Transandean Fund which closed in 
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2004. There were a couple of other funds but only two or three, 

it was very limited until recently, with the new legislation there 

were a lot of new initiatives. Colombia Capital is a very good 

example, they organised two events for fund managers in which 

they had to present proposals to a committee which evaluates 

their market ability of the funds. The first call was in late 2006. 

There are currently 10 funds in fundraising mode, 6 pension 

funds that have an interest in investing. Especially in Colombia, 

the change in legislation contributed positively, because there 

were a lot of people who had in mind creating a private equity 

fund but were waiting for institutional funds. 

 

Q: How does SIFEM choose funds to invest in? Do you 

only invest in Colombian-based private equity funds, or 

also in other funds based outside of Colombia which 

invest in Colombian SMEs? 

A: The approach of SIFEM is to invest in funds that have local 

teams. The funds do not have to be necessarily from Colombia 

but they have to have people in the ground. This is because 

relations are crucial in Colombia, and in Latin America in 

general. For SIFEM it is very important to work with funds with 

teams that have Colombian people. In Colombia there is a trend 

of educated people (especially those who have finished their 

education programs in the U.S.) who choose to go back home 

and work, this is very positive because there is currently a lack 

of qualified labor in Colombia which leads to a lot of competition 

for highly skilled human resources. The most important thing is 

the team’s experience, industry experience, experience in 



 
Investing in SMEs in Colombia 

 

155 
www.bidnetwork.org 

working together with SIFEM, and experience in managing 

previous funds; on the other hand,  this is very difficult to find. 

It is also important that the team at least have experience in 

investing, some do have in opportunistic private equity. SIFEM 

only invests in funds which finance SMEs, however, this is 

relatively flexible. SIFEM does not have an official definition of 

SME and does not have an asset limit but a rather mixed 

criterion. We decide  to invest based on our own feelings of how 

the SMEs market is developing in a certain country. SIFEM does 

not invest in large corporations though, mainly because they 

have other financing opportunities. What SIFEM wants to 

address is the SMEs’ limited access to financing. 

 

Q: How do you mitigate the risks of investing in private 

equity funds in Colombia, also given the relative newness 

of the industry there? 

A: First of all the due diligence process is carried out prior to 

investing. Furthermore, we have an active management 

representation on the board of the fund, we follow really closely 

what is going on locally, we travel regularly to look at the fund’s 

regarding new investments, and we are very rigorous about the 

documentation stating the kind of reporting SIFEM needs from 

the fund. Besides, SIFEM always invests in a couple of funds to 

get a diversified portfolio. 
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Q: How do you monitor the corporate governance of the 

Funds and SMEs you invest in? How often do you meet 

with the fund managers? 

A: I see every fund manager at least once a year formally as we 

meet for the board advisory committee. Additionally there are 

quarterly meetings, three of them by telephone conference, 

unless there is something important to decide, in which case an 

additional meeting is scheduled. Every quarter we receive 

information from the fund manager relating to financing, 

environmental and social reporting. Sometimes they ask us to 

have a seat in the investment´s advisory board, this is the case 

when they feel we can offer particular knowledge to the board. 

But usually an independent expert and local people are hired. 

 

Q: In what kinds of SMEs does SIFEM invest directly? 

Which sectors?  

A: SIFEM only invests directly in SMEs in the financial sector, 

such as banks, microfinance institutions, factoring companies 

and so forth. All types of financing are used. SIFEM only invests 

in other sectors along with other funds as a co-investment. 

SIFEM has not invested directly in Colombia. 

 

Q: When you invest directly in an SME, what are the main 

financial instruments you use? What is your exit 

strategy? 

A: SIFEM is a long term investor, usually 5 to 7 years. We like to 

have  an advanced exit option but there can be various forms of 

exiting. We try to negotiate the exit strategy beforehand but it 
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can be through existing shareholders, we can have trade sale in 

mind, IPOs and so forth. 

 

Q: SIFEM invests in financial institutions with an SME or 

microfinance lending focus. Have you seen any trend 

towards Microfinance Institutions moving upmarket to 

service SMEs? 

A: It is a small part of our portfolio, around 80% is SMEs related 

through the private equity funds, and 15% microfinance. I 

cannot speak for Colombia but in the region I have witnessed 

the trend to be going in the opposite direction, banks scale 

down offering their services to microfinance instead of SMEs. 

 

Q: In your view, what regulatory changes are necessary 

to further support the development of private equity in 

Colombia?  

A: It would be more appropriate to talk with local pension funds 

investors, but in my opinion the distinction between 

international private equity and local private equity fund is a bit 

limiting and the application confusing. 

 

Q: Will SIFEM be changing its investment strategies at all 

as a result of the current global financial crisis? How will 

the current crisis affect your activities in Colombia? 

A: You can already see some effects in Latin America. To date I 

find it has two sides. On the one hand, it is difficult for the funds 

in fundraising mode to find additional investors especially 

institutional ones, since it is only a small percentage of their 
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portfolio and evaluations go down. On the other hand, the 

Andean Region valuation over the past two years has gone up 

relatively dramatically, so there are interesting opportunities for 

funds in 2009. In what concerns SIFEM, it is not going to change 

its strategy. 

 

12.2 Focus on Credit 

Focus on Credit: Bancóldex 

The Banco de Comercio Exterior de Colombia S.A. (Bancóldex) is 

Colombia’s state-owned development bank for entrepreneurial 

development and foreign trade. Bancóldex plays a central 

economic policy role in promoting and supporting the activities 

of Colombia’s SMEs. It is a financial enterprise owned by 

government with assets amounting to US$2.4 billions. The 

shareholders are Ministerio de Comercio, Industria y Turismo 

(91.9%) and Ministerio de Hacienda y Crédito Público (7.9%). It 

is a bankers’ bank whose network of financial institutions 

channels credits to the entrepreneurial sector. This network 

includes: commercial banks, financial companies, savings and 

credit cooperatives, financial NGOs and employees unions with 

Bancóldex. Doris Arévalo Ordoñez, Bancóldex’s Director of 

Product Development and Marketing, provided the following 

interview. 

 

Q: Some banks have reported that the interest rate 

ceiling charged to SMEs may be an obstacle to providing 
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credit to these enterprises. In your opinion, is this a 

problem? 

 

A: The interest rate ceiling may be an obstacle to provide credit 

to some market segments. If the maximum permissible interest 

rate does not cover the risk and administrative costs of those 

credits for the financial intermediaries, then some companies 

will not have access to these financial resources.  

In Colombia, this is especially an issue for a specific segment of 

microenterprises, which are characterized by their informality, 

lack of medium and long-term planning and weak management. 

The large majority of microenterprises in Colombia are aimed at 

sustaining a family and they do not evolve into well-structured 

and sustainable companies. 

In the SME segment, in my opinion, the interest rate ceiling is 

not the main restriction to access credit, and other factors need 

to be taken into account. These are:  

 

• flaws in their projects’ structures and credit applications; 

• lack of financial, auditing and commercial information 

that is complete and trustworthy;  

• lack of clarity regarding the desired amount of financing, 

of the investments they want to make and how they will 

repay the debt; 

• insufficient information about the returns of the 

investments made by the enterprise, amongst others.  
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Moreover, it is also worth mentioning that some financial 

intermediaries still focus on supply rather than demand 

regarding the products and services they offer to this segment. 

Many banks assume that all SMEs have the same standard 

needs, which is hardly the reality.  

 

Q: There are some reports that Bancóldex is exploring 

setting up a "fund of funds", which would provide capital 

to Colombia's Private Capital Funds so that they could 

have more certainties when investing in an SME. Has 

Bancóldex started something along these lines?  

A: The FUND OF FUNDS PROJECT will start as an investment 

program where Bancóldex will be a limited partner in Private 

Equity Funds which are created and legally constituted in 

Colombia. 

 

Q: What kind of trends have you seen in bank lending to 

SMEs? Are Microfinance Institutions moving up-market 

and trying to lend more to SMEs? Or are you seeing the 

opposite, e.g., commercial banks moving away from SMEs 

to microenterprises? 

A: The SME segment is definitely part of the target market of 

most financial intermediaries and other non-financial actors that 

concede resources to SMEs, such as factoring commercial 

enterprises (which do not fall under the supervision of the 

Colombian Superintendencia Financiera). It is clear that the 

Colombian financial system is paying attention to SMEs. 
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As far as the trend you mention goes, in Colombia, there are 

financial intermediaries that have traditionally worked with the 

corporate and SME segments, and that have entered 

successfully in the last years in the microenterprise segment. At 

the same time, there are also institutions specialized in 

microenterprises that have started to expand their client base to 

include small companies. However, the main trend I see is 

banks that work with SMEs, without leaving this sector, are 

starting to enter the microenterprise sector (the more formal 

part of this sector), rather than micro finance institutions 

expanding to the SME segment.  

  

Q: Many SMEs say that bank lending is not an option for 

them, since interest rates are too high.  Have there been 

improvements in SMEs access to credit since Bancóldex 

started focusing more on this market in 2003? 

A: In my view, the interest rate charged by financial 

intermediaries to SMEs is not a restriction for them to access 

credit. It is not rigorous to state that the interest rate is or is not 

high for such a varied segment, which includes enterprises with 

various business models, management models, economic 

activities and peculiarities in productive chains. The large range 

of interest rates charged to SMEs by different financial 

institutions is basically a reflection of the great diversity and 

peculiarities of the companies in this segment.  

I would interpret the comment made by SMEs in another way: 

although they have access to credit, the cost of credit and its 
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term structure is not adequate for their needs nor for their 

projects, therefore, they run into liquidity problems when they 

obtain credits with term structures that do not correspond to 

those of their projects. This can even lead to their business' 

failure in some cases. This interpretation is also shared by many 

companies in the SME segment. 

In what concerns the second part of the question, Bancóldex has 

been prioritizing micro, small and medium-sized enterprises 

since 2003, and has developed several products and services to 

meet their needs. These products are offered through the 

financial intermediaries, in which case Bancóldex acts as second 

tier bank, while in others cases Bancóldex offers the product 

directly, such as when Bancóldex pays the SME in advance for 

invoices which are to be received at a future date. This provides 

SMEs with the necessary capital to operate their business, pay 

suppliers and grow. 

Among Bancóldex' products, I want to mention a very important 

one, the credit line “aProgresar”, which is oriented to the SME 

segment and offered via first tier banks.  This line addresses 

enterprises’ need for resources to modernize and increase their 

productive capacity. It has terms which are adapted to the 

projects to be implemented, and include incentives both to 

entrepreneurs (such as a decrease of the final interest rate, if 

they improved their productivity and competitive indicators), 

and to financial intermediaries (for whom the rediscount interest 

rate is less while the loan term is longer). 
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Another product of great importance for this segment is Liquidex 

Cadenas Productivas whereby a micro, small or medium sized 

supplier can sell its accounts receivable from trade with a large 

enterprise at a discount. These accounts are ensured by a credit 

insurance policy.   

In addition, since 2006, Bancóldex has developed training and 

enterprise updating programs at the national level for micro and 

small companies, in order to contribute to the improvement of 

their commercial, auditing, financial and administrative 

management. The objective of these programs is to strengthen 

enterprises in this segment and achieve their sustainability.  

All the above show that micro sized companies and SMEs are a 

segment where Bancóldex is concentrating a lot of effort and 

resources. In September 2008, 15% of the bank’s total 

disbursements were to the micro segment and 49% to SMEs. 

From the total disbursed to SMEs, 77% were for projects of 

modernization and 86%  were conceded in medium and long 

terms. This means that SMEs now have more longer term 

financing available for working capital and to modernize their 

operations.  

 

Q: What in your view are the most important products 

developed by Bancóldex to stimulate lending to SMEs? 

A: Liquidex Cadenas Productivas is a product with great impact 

in the micro and SME companies segment, since, as I mentioned 

earlier, it allows Bancóldex to discount directly to these 

companies their commercial receivable accounts with large 
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enterprise in a non-exclusive way, i.e., without carrying out a 

credit analysis of the micro and SME’s applying for the discount, 

since the product is based on the payment capacity of the buyer 

rather than of the seller. This allows any micro, small and 

medium enterprise in Colombia, which may or may not have 

access to credit through the financial system, to apply directly to 

Bancóldex for a long term portfolio discount without being liable 

for it and with a low financial cost. This is basically because the 

cost is also calculated based on the credit risk of the buyer 

company and not on the (micro or SME’s) seller.  

On the other hand, the main product of Bancóldex for micro and 

SME’s companies, which allows medium and long term credit for 

improvement and modernization projects or programs – 

“aProgresar” -  provides an incentive via the final rate of its 

credit after one year of disbursement, under the condition that 

the SME’s productivity and competitive position have improved. 

This credit line has an inverted rediscount interest rate (the 

rediscount rate is the one Bancóldex charges to the first tier 

bank), i.e. the longer the term is for the SME, the lower the 

interest rate charged by Bancóldex to the first tier bank. 

Therefore, although the intermediation margin charged by the 

first tier bank is still directly related to the operation’s term, the 

result of adding the inverted rediscount rate to the 

intermediation margin is that the final rate charged to the micro 

and SME’s companies is lower than in normal conditions. 

 



 
Investing in SMEs in Colombia 

 

165 
www.bidnetwork.org 

Q: The Central Bank  recently (on Oct 10, 2008) 

eliminated the foreign debt deposit requirement, which 

had required companies acquiring foreign loans longer 

than 6 months to deposit 40% of the total with the 

central bank for six months. Can you tell us something 

about that decision?   

A: The high revaluation of the Colombian peso relative to the 

US$ and the increase in inflation, lead the government to 

impose a deposit requirement (not compensated) for all 

Colombian residents’ foreign debt operations  as well as some 

restrictions on foreign portfolio investments, among others.  

The worldwide financial crisis has led investors to take refuge in 

the US$, which has recently led to a  generalized devaluation in 

all Latin American countries currencies. For this reason, 

amongst others, the Central Bank in Colombia has eliminated 

the deposit both to external debt and to restrictions on foreign 

portfolio investments in Colombia. This was done to stop the 

devaluation of the Colombian peso, to improve access of 

residents of Colombia to sources of external debt financing and 

to promote foreign investment in the country.   

 

Q: Banks report that a major reason they cannot lend to 

SMEs is due to opaqueness in accounting standards and 

other deficiencies in information. What can SMEs do to 

make them more transparent for banks?  

A: I mentioned before some of the mistakes commonly made by 

micro and SME’s companies which have restricted their access 
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to credit. In fact, the main obstacle for this is the lack of 

information which is adequate and trustworthy for the banks to 

be able to make credit decisions on a particular enterprise in the  

micro and small sector. However this situation does not apply to 

medium sized companies.  

Another important aspect, which is not so common for medium 

enterprises, is tax evasion. This means that some enterprises in 

the country have double accounting (the real one and the fiscal 

one), which makes it impossible for banks to have access to real 

information. In Colombia, banks must report to tax 

administration, and there are substantial differences between 

their clients commercial balances and tax declarations. Due to 

this situation, many companies do not provide banks with their 

“real” information. 

On the other hand, 95% of the enterprises in Colombia, 

independently of their size, are family enterprises, which means 

that some of them are reticent about giving real information to 

banks. 

Efficient mechanisms of fiscal control in Colombia, have 

increasingly helped SME’s companies become aware of the 

importance of having accurate, trustworthy and adequate 

information to avoid heavy economic sanctions. At the same 

time, the professionalization and gradual development of SME’s 

enterprises makes them more prepared to get credit from 

banks, and even to be considered for equity investment by 

players on the local or international capital markets.  
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Q: What is the most important message you have for 

foreign investors?   

A: Colombia has a corporate sector mainly made up of micro, 

small and medium enterprises, most of them with family 

structures, which can be characterized as being highly 

innovative, resourceful, entrepreneurial and easily adaptable to 

the changing environment. The country offers guarantees to 

foreign investors. Colombian legislation includes measures that 

contribute to stability, such as judicial stability contracts and an 

environment favourable to foreign investment, which includes 

special tax incentives, among other aspects. Colombia is a 

country of opportunities and with great potential in terms of its 

enterprises and entrepreneurs that allows foreign investors to 

make safe investments contributing to the development of 

capital markets in the country.  
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12.3 Focus on Financial Structures 

Focus on Financial structures: Shareholder Loan Funds 

Tom Gibson has spent the past 18 years promoting risk capital 

investment for SMEs in developing and transition economies. He 

is one of the founders of SEAF.  After more than a decade spent 

in the creation and management of SME risk capital funds, Mr. 

Gibson now provides professional advisory services and training 

related to the capitalization, establishment, and investment 

operations of such funds. Through the newly established 

SMEthink he also devotes substantial time to pro bono activities 

related to the gathering and dissemination of new thinking in 

SME development and finance. Tom Gibson contributed the 

following piece on Shareholder Loan Funds for SMEs in 

Developing Markets. 

 

In recent years my colleagues and I have spent time in dozens 

of developing, emerging market, and transition countries doing 

feasibility studies and fundraising documents for SME risk capital 

funds.  Our clients are primarily such institutions as the IFC, 

AsDB, and USAID as well as various developing market 

governments.  In doing these projects, we’ve spoken with tens 

of fund managers, scores of bankers, and hundreds of SMEs.   

The Strategy described below grew out of that experience and 

my own experience of 20 years in SME risk capital. 
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The strategy for what we are calling the “Shareholder Loan 

Strategy” is, in essence, a hybrid of cash-flow based lending and 

private equity. Cashflow lending is rare for SMEs in developing 

market countries.  Conventional venture capital is not well-

suited for these environments, at least not for SMEs.  The 

Shareholder Loan Strategy is designed specifically for risk 

capital investments in the US$100,000 to US$1,000,000 range 

in growth-oriented SMEs in markets where merger, acquisitions, 

and public offerings of SMEs are extremely rare and rarely 

successful when they occur. 

“Risk capital” and “venture capital” are commonly associated 

closely with equity investment.  Equity investment on the part of 

professional investors is almost always linked to the realization 

of capital gains through the sale of the investors shares. In the 

U.S there are somewhere between 700 and 800 venture capital 

and private equity funds.  In the U.S. in 2007  there were 

around 350 VC/PE-backed exits through mergers and 

acquisitions, and average of fewer than one per fund. In the 

same year, there were only 90 VC/PE-backed IPOs n the U.S., 

an average of about one per 8 funds.  

And yet, we have seen many SME funds in developing markets 

predicting that out of 5 investments made in a particular year, 3 

of them are projected to be sold to third parties in a single year, 

5 or 6 years down the road.  One wonders what strategy they 

have devised to outdo by 6 to 1 the exit pace of funds in the  

world’s largest and most active capital market .  
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The Shareholder Loan Strategy targets existing SMEs which 

have opportunities for significant expansion but insufficient 

collateral to obtain commercial bank loans.  These expansion-

stage companies produce the fastest generation of employment 

and local economic growth.  The Strategy we recommend for 

financing them is highly replicable, relatively simple, and can be 

managed by local professionals without any prior experience in 

venture capital, private equity, or investment banking. 

  

 

 

Above all, the Strategy assumes that exits of equity holdings in 

SMEs through acquisitions or IPOs cannot rationally be counted 

on.  The Strategy further assumes (1) that the most common 

situation in which the amount needed for the target SME’s 

expansion significantly exceeds the business’s existing net 

worth, or pre-investment equity value.  Typical of such 

circumstances is an SME with a net worth of US$100,00 for 

which no amount less than US$500,000 is need to launch an 

expansion.  Based on experience, the Strategy also assumes (2) 

that arguments over dividends and exit valuations hurt all 

parties to an SME financing.  When it falls to the SME’s owners 

themselves to repurchase the investor’s shares, the investor’s 

and investee’s interests are 180° misaligned.  In most 

developing markets, such conflicts almost invariably cannot be 

The Shareholder Loan Strategy targets existing SMEs 
which have opportunities for significant expansion but 
insufficient collateral to obtain commercial bank loans.  
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settled effectively by local courts  and therefore must be 

somehow precluded in the structure of the SME financing.  

To summarize the Shareholder Loan Strategy: it calls for a small 

investment in minority shares of the SME, accompanied by a 

much larger shareholder loan from the investor, typically with a 

ratio of 10% to 20% equity to 80% - 90% shareholder loan.  

Take, for example, a US$500,000 investment in a business with 

US$100,000 in pre-investment equity. The financing might be 

composed of an equity investment of US$50,000 for 33% of the 

investee’s shares (the total post-investment equity of the 

business now being US$150,000). The balance of required 

investment is then be made through a shareholder loan of 

US$450,000.  

The cost of the US$450,000 loan to the SME is a combination of 

a very low interest rate, plus a small percentage of gross sales ─ 

in essence, a royalty.  In this arrangement, the risk of the 

investment shifts from the exit risk (of not being able to sell the 

company’s shares) to the risk of low sales growth.  That is to 

say, that the upside to the investor shifts from realizing capital 

gains to sharing in revenue growth, a far more predictable 

figure.  

In the Shareholder Loan Strategy, contrary to venture capital 

conventions, the exit price of the equity is agreed upon, before 

the investment is made.  It may be a simple multiple of the 

initial purchase price of the shares or an amount equal to a 

portion of gross sales in the exit year. For example, the parties 

may agree that the SME or its management will repurchase, in 
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the above example, the investor’s 33% stake at 3 times the 

purchase price after five years, or US$300,000.  This amount is 

very likely to be available at the point of exit, typically in the 

fifth or sixth year of the investment.   

This capping of capital gains at either a low multiple of purchase 

price or a pre-determined valuation at less than 1 times sales 

would be anathema to most venture capitalists.  Conventionally, 

if the SME were to grow to a total share value of, say, US$5 

million, then the investor would have the right to sell its 33% of 

shares back to the entrepreneur(s) at US$1.67 million.  

However, it is unlikely that the SME investee would have access 

to such a large sum to repurchase the investor’s shares. The 

amount is too great to pull out of cashflows; it would be fantasy 

to think that the principal(s) have this amount in savings; and 

financing a buy-back through a commercial bank would be a 

rare occurrence, indeed, in a developing market.  As 

entrepreneurs begin to see this coming, they are motivated, 

generally through survival instinct, to manage the investee’s 

accounts toward a lower share value (often referred to as having 

“two sets of books”).   

SME risk capital in developing countries is littered with cases in 

which investors, having no third-party buyers for their shares, 

are forced to “put” their shares back to the SME’s management 

in order realize a viable return.  In most cases, they have been 

unable to realize an amount even close to full value.  Shifting 

the upside from capital gains to royalties on sales while capping 

the return on small equity participation is proving to be a far 
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more realistic way to structure a risk-sharing investment in an 

SME.  And one which promotes transparency and good faith 

behavior.     

 

 

Again, the principal virtue of the Strategy for the investor is that 

it eliminates arguments over earnings and share value, given 

the absence of dividend distributions and complex valuations. It 

eliminates the need for investment banking experience on the 

part of fund staff, since success does not depend on complicated 

valuations and the need to sell or list the investee company’s 

shares.  Furthermore, these investments can be tracked far 

earlier and more accurately by investors. Tracking the gross 

sales of the investee SME and its payment of a small portion of 

those sales to the investor is a much more exact science than 

predicting the sale value of shares to be sold years later. 

 

 

 

 

The principal virtue of the Strategy for the SME is that the cost 

of the shareholder loan essentially floats with its performance, 

as opposed to being pegged to external factors such inter-bank 

and market lending rates.  In this Strategy, debt payments only 

reach or exceed the level of market lending rates when, and if, 

In this arrangement, the risk of the investment shifts 
from the exit risk (of not being able to sell the company’s 
shares) to the risk of low sales growth. 

Shifting the upside from capital gains to royalties on sales 
while capping the return on small equity participation is 
proving to be a far more realistic way to structure a risk-
sharing investment in an SME.  And one which promotes 
transparency and good faith behaviour.  
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the business can afford to pay them. The payments are taken 

from gross sales rather than paid as a dividend, more subject to 

dispute.  Both the investor’s and the investee’s interests are 

aligned – all parties are focused on sales.  And sales are far 

easier to track and agree upon than earnings, to be sure.     

Having been in the SME risk capital business for nearly 20 

years, I say with some confidence that reducing the natural 

mistrust between the financier and the investee SME and 

reducing the cost of financing in the early years of an SME’s 

expansion are key to successful risk capital investment in SMEs.  

The Shareholder Loan Strategy accomplishes both.  It does not 

fit all SMEs and is not the answer to many of the obstacles to 

SME development.  It is, however, a more sensible approach to 

non-bank, cashflow-based financing than the Silicon Valley 

venture capital conventions which have been imported to 

developing countries with so little success.  

In recent years, much of my time has been spent in explaining, 

refining, and assisting various institutions, intermediaries and 

governments to establish SME risk capital funds based on this 

investment strategy.  It is now being practiced by a number of 

relatively young funds and beginning to show verifiable signs of 

success.  Given the collateral and high interest required of SMEs 

by banks, the limitations of leasing, and the natural movement 

of venture capital in the direction of large investments, the 

Shareholder Loan Strategy offers an alternative to the current 

near standstill in financing growth-oriented SMEs developing 

countries.  There is nothing proprietary about the Strategy and 
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 many of the documents it requires for implementation are 

available for the asking.  Tom Gibson, October 2008 

For more information, contact Tom Gibson at: 

tgibson@smethink.com 

 

12.4 Focus on SMEs 

Focus on SMEs: Frutipac 

Frutas Industriales del Pacifico, or Frutipac is a company 

dedicated to processing and marketing of tropical fruit. The 

company aims to take advantage of the regional fruit supply, 

especially exotic varieties such as guanábana, araza, avocado, 

coconut and borojó. They aim to process and market their fruit 

as a natural, hygienic, competitively priced product accessible to 

all income levels. The company aims to expand into new 

production lines such as jams made of exotic fruits, as well as 

natural fruit juices. The company is one of the semi-finalists in 

the BiD Network business plan competition in Colombia, run by 

the University de los Andes. Sally Anabel Castillo Tenorio, 

Director and Founder of Frutipac provided the following 

interview. 

 

Q: Can you tell us something about yourself? What 

prompted you to start your own company in this sector? 

A: I am from the south west of Colombia, along the Pacific coast 

close to the border with Ecuador. I am an agro-industrial 
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engineer and have worked in the private sector in technical and 

research capacities as well as in formulating and evaluating 

projects. Since I am from this region, I see many opportunities 

for developing its agricultural potential. There is a very high 

percentage of illicit drugs in this area (coca leaf plantations), 

and I am trying to convince farmers in the area to switch to 

tropical fruit production instead. Government policies aimed at 

fumigation are felt heavily here, so this is an incentive for 

farmers to switch to other crops. In addition, African Palm 

production, which is a typical crop in this area, is also in crisis 

due to a disease affecting 70% of this crop, so this is another 

reason to switch to tropical fruit production.  

I am a very entrepreneurial person, I’m perseverant and feel I 

have leadership qualities. Managing a company like this is part 

of my life plan, and gives me the opportunity to contribute to 

the development of my region. It is important for me to develop 

this region’s potential and improve the level of welfare of the 

persons working for my company.  

 

Q: What are some of the challenges you have met in the 

course of starting your own Enterprise?  

A: Colombia has been really affected by problems brought on by 

armed groups. In the region where I have my business, the 

guerrilla is very active, and they regularly blow up electric power 

plants. When this happens, I have to hire other sources of 

energy that run on gasoline, since I work with products that 

need to be refrigerated and I can’t close my plant. These 
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electricity stoppages can last up to 15 days. This increases my 

production costs substantially since I have to pay extra for more 

expensive sources of energy. This is the main problem I have 

encountered in terms of the armed conflict affecting my 

business.  

 

Compared to 6 years ago, the overall security situation has 

improved a lot. It used to be very difficult to transport products 

to the main cities in these areas via the road system, but this 

has improved dramatically. However there are still a lot of 

displaced people in this area, and people from the countryside 

continue to come to the cities. Also, there are some new armed 

groups which have arisen recently.  The infrastructure for basic 

services in this region, such as clean drinking water, is very 

inadequate and of low quality generally speaking. I have also 

been affected by the falling level of the US dollar.  

 

Q: Where did you first look for financing for your 

company?  

A: When I finished University, I enrolled in a business plan 

competition for start ups, backed by Fondo Emprender. My 

company was selected for financing, after which I received seed 

capital amounting to 58,000,000 pesos (at current rates 

US$25,120).  

I also have some bank loans for working capital, I pay around 

27% (annual rate). A new government strategy called “banco de 

oportunidades” has been beneficial in increasing my access to 
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credit.  While it is pretty easy to get a microcredit for anywhere 

from 1 to 6 million pesos (approximately US$430-2,600), I must 

say that above these amounts it gets a lot more difficult since 

banks start to ask for a lot of guarantees. For a new company, it 

is hard to be able to provide these.  

 

Q: Are you looking for investment for your company?  

A: Yes, I would welcome the opportunity to work with someone 

who would like to help me develop the company, who would 

help us branch out into new markets and products, and 

generally speaking help me develop the company.  

 

Q: What are your main financial and non-financial needs 

at the moment?  

A: I need working capital, I also need to invest in machinery so 

that I can develop other products lines such as tropical fruit 

jams and tropical fruit juices from borojó  and coconut. In terms 

of non-financial needs, I would need to form strategic alliances 

for marketing my products, improving my marketing strategy, 

as well as helping with human resource development.  

 

Q: Who are your main competitors, and how do you 

compete with them?  

A: We are actually the only fruit processor in this region, there 

are no large multinationals active in the fruit industry in this 

region. The main economic activity here is in aquaculture and 

palm production. For this region, it is an advantage to be the 

only fruit producer, since we have no direct competition. There  
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are some companies at a national level who sell their products 

here, however they do not sell natural products (without 

additives) as we do. Also, we do all our distribution directly, 

whereas our competitors do it through intermediaries. Since we 

distribute directly we have good contact with our client base. 

 

Focus on SMEs: Creaciones Mazzeos 

Creaciones Mazzeos was founded in 1991, managing assembly 

processes for recognized companies in the garment industry 

which market their products in and outside of Colombia. In 2003 

Creaciones Mazzeos launched their own brand, “Dulces Sueños” 

which designs, produces and markets children’s clothing, 

fulfilling the highest international standards of quality. Marleny 

Giraldo, founder and CEO of Creaciones Mazzeos provided the 

following interview.  

 

Q: Why did you decide to take the step from an assembly 

facility to a company with your own brand? 

A: The revenues generated by assembly activities are not 

significant. Since we had to produce a variety of designs (t-

shirts, sweatshirts), our production was inefficient. In addition, 

the volume of production was very variable, and in some 

months we had very low production, with all this implies for our 

employees.   

 

By having our own brand we have been able to generate much 

more revenue. In my particular company we decided to 
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concentrate on pajamas. With the changeover our production 

became more evenly spread out through the year, since 

pajamas are in demand year round. We have been able to 

position our brand, “Dulces Sueños” in the national Colombian 

market.  

 

Q: Where did you first look for financing when you 

decided to launch your brand? 

A: We looked for bank credit, however our experience was that 

Colombian Banks ask for high guarantees from small 

enterprises, and only offer short term loans at high interest. 

Actuar Famiempresas’ Seed Capital fund helped me grow my 

company when we were a small assembly facility. They helped 

me with the modular production system, with developing my 

own brand, and also with marketing, distribution and finance.  

 

Q: What were some of the challenges you met up with? 

How did you overcome them? 

A: A major challenge was that we had to compete with larger 

companies who were already well positioned in the market. 

Since they were larger than we were, they were able to get 

inputs from suppliers at better rates than we could, making it 

very difficult to compete on price. In Colombia, suppliers 

generally ask for orders which are larger than many small 

enterprises can place. Another challenge was that the costs of 

hiring a designer were very high. Finally, there is always the 

issue of international competition, as there are many lower 

priced products from China in the Colombian market.   
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One way we dealt with the size issue was to ask “friendly” 

companies in the same business to vouch for us, so that we 

could negotiate better prices from our suppliers. Regarding 

design costs, as we progressed, I realized that pajamas were 

not that difficult to design, compared to, e.g., blue jeans, which 

change a lot every season. With pajamas, the key is in the 

appliqué. I started to learn more about graphic design, and we 

were able to bring the costs way down.  

My business has not been greatly affected by Chinese imports 

for two reasons. A big value added of our pajamas is that they 

have glow-in-the-dark features, and we also have specialized 

machines which can put a nice fringe on the collar. Children 

really love these features, which are missing on the cheap 

imports from China.    

 

Q: What are the prerequisites to create and 

commercialize a brand in Colombia? 

A: First you need to register your brand at the Superintendencia 

de Industria y Comercio. Then I think it's important to receive 

training in pricing and marketing your product. It is also 

important to have excellent designs.  

 

Q: Can you tell us about some of the changes in your 

company’s profile as a result of the support from Actuar’s  
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Seed Capital Fund? How have your financial needs 

changed? 

A: We have moved from being a micro-enterprise with 3 

employees to a medium-sized enterprise with 21 employees. 

With the support of Actuar we were able to get loans from 

commercial banks, before this we were only eligible for micro-

credits. Our net profit margin increased from 5 to 10% at 

present. We have the same employee base, however now we 

send our own products to be assembled.  I am also able to get 

better terms on credit than before. 

 

Finally, when we were a simple production facility, we only 

needed financing for payroll purposes. At this moment, we need 

working capital to buy supplies, fabric, cover accounts 

receivable and technological investments.  

 

Q: Have you ever considered trying to get an equity 

investment in your company? Would you prefer a foreign 

or Colombian investor?  

A: I would actually prefer equity over credit. I am indifferent to 

the investor's nationality. The most important thing is that the 

investor can support us to open new markets.  

 

Q: How has your relationship with other companies in the 

garment industry changed since you have your own 

brand? 

A: Since our company started growing, our suppliers have given 

me credits and discounts when buying inputs. Also, we have 
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banded together with some other entrepreneurs in the same 

industry to participate in international fairs, such as Colombia 

Moda, which allowed us to gain access to new markets. At first 

Actuar paid for all the costs for us to be able to participate in 

this important trade fair. Since then, our group of textile 

entrepreneurs pays for most of the costs of participating. In 

spite of this, Actuar still helps us with some of the costs.   

 

Q: What advice can you give to other assembly operations 

in Colombia? 

A: Making the switch from production unit to your own brand is 

an excellent idea if you have some support in finances, 

management and marketing. It is wonderful to be able to 

generate value with your own brand and not to have to work for 

third parties. With your own brand the growth opportunities are 

much higher and it becomes necessary to have a strategic 

investor.  
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Focus on SMEs: DUTO  

DUTO is a company which creates technology to solve social 

problems. It is a financially feasible social entrepreneurship that 

has received local, national and international awards for its work 

on creating technology to assist the blind. Its main product, 

IRIS, is a revolutionary system that allows a visually impaired 

child to see colors and shapes with his/her hands, so he/she can 

access the regular educational images given in a regular class 

room. It is an educational tool that tries to bring more equality  

into the educational process for visually impaired children. At 

present, the main application of the system is to enable a 

visually impaired child to attend a traditional class room in 

conditions of equality with their classmates. John Alexis 

Guerra Gomez, founder and partner of DUTO provided the 

following interview. 

 

Q: Please describe yourself. Do you consider yourself a 

social entrepreneur?  

A: I like to do things which appear difficult, but which have the 

potential to change society. I see it as a challenge when people 

tell me that what I am doing is not possible. With Duto, I feel 

that I am part of a team which is trying to change things and do 

something different. My dream is to create products which go to 

people who really need them. My goal is to become a social 

entrepreneur, however I don’t consider myself to be there yet. 



 
Investing in SMEs in Colombia 

 

185 
www.bidnetwork.org 

It is a big achievement when you’ve really changed society, but 

it’s a difficult path to follow.  

 

Q: How would you describe the success of your company 

in Colombia?  

A: It is hard to get a new product accepted in Colombia. 

Winning the Ventures and BiD Challenge competitions gave us a 

lot of publicity in Colombia, and everyone looks at us as an 

example of successful entrepreneurship. However, when you try 

to get people to buy your product and implement your ideas, it 

is still very difficult. In the case of Duto, our main focus is on 

obtaining government support for our work, since the clients for 

our products, educational facilities, generally do not have the 

funds to pay for our technology. However, we have come across 

a lot of government bureaucracy, which is hindering us from 

fully implementing our ideas; furthermore, the product 

development process is long and expensive.  

 

Q: What is your experience with obtaining finance and 

support for your enterprise in Colombia? Where did you 

first look for financing for Duto? 

A: Our first financing source was own funds, including our own 

time, and our families funds. Our first external source of 

financing came from the government. We have several 

programs in Colombia which will give financing up to US$50,000 

for new companies. If you achieve the goals you put in your 

business plan, you can often keep the money (i.e.; it is a kind of 

grant), however if not you have to pay it back. SENA at this 
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moment is the largest supporter of new businesses. Also, I’ve 

seen that universities are tying to increase the number of 

entrepreneurs in the country and they are offering increasing 

amounts of classes and seminars on entrepreneurship. 

 

In Colombia, as in all of Latin America, it is very difficult to get 

venture capital for our kind of business. In comparison with the 

US and Europe, where there is more private capital available to 

support businesses like ours, in Colombia the private sector is 

difficult to reach, and when businesses or private individuals do 

invest they generally don’t invest in projects meeting a social 

need. Our experience is that the private sector only starts to 

materialize when you already have the money and don’t need 

them anymore.  Our biggest support until now has been 

Ventures, which also gave us the largest amount of funds of any 

of the competitions we have won over the past few years. This 

has enabled us to continue but it is almost finished, so we are 

looking for new sources of capital. 

 

There are various government-sponsored programs for 

promoting entrepreneurship in Colombia, such as those run by 

SENA (the National Training Service). The problem is that often 

times these projects are expected to show fast results. For 

example, we often find ourselves competing for government 

funds with start-ups in the bakery or furniture business, 

enterprises which can show results in a relatively short time 

period. Duto on the other hand is a company with a long 

research and development process.  
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Q: From your point of view, what kind of 

limitations/difficulties are there in Colombia for someone 

starting a new company?  

A: We’ve found it to be difficult to start a technology-based 

enterprise. We have this mentality in Colombia that everything 

produced outside of the country must be better. I have met 

many people who are skeptical that a Colombian person can 

develop something in a better way than a foreigner can. But it is 

really worth it. Another problem is that there are a lot of taxes 

and paperwork to get through to create a company, you need to 

go to many different agencies. This process takes about a 

month, and you also need to get an accountant. However, I 

think that the biggest problem is the fund raising. Competitions 

and the government (via open calls for plans) are often the only 

options. It is highly unusual in Colombia to have access to 

private funds to start your company.  

 

Q: Can you tell us something about the process of getting 

a product patented in Colombia?  

A: As a small company it's not easy to get something patented, 

the system is created for large companies.  We have two 

patents pending in Colombia, and one process pending in the 

US, the whole process takes about 10 years. Also, patents are 

not as appreciated in Colombia as they are in some other 

countries, it can be a bitter-sweet process. Having patented 

products has given us some international recognition, but it 

costs around US$10,000, and you don’t always see the benefits. 
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The legal system in Colombia offers less protection than in the 

US, where the patent system is more authoritative. In our view, 

the decision of whether a patent has been broken is more 

arbitrary in Colombia, and the person who makes this decision 

does not necessarily have a technical background to make this 

decision.  

 

Q: What are the risks of investing in a technologically-

based SME like Duto? 

A: The main risk is that it’s a new product, however this is also 

an advantage. Our target market (the blind population) is not 

that large, so that is also a risk, as compared with other 

investments, e.g., a new type of cell phone. But since we are 

aware of this we are very focused on minimizing this risk. 

 

Q: What kind of incentives are there in Colombia for 

technology innovation? 

A: Fondo Emprender has some programs supporting 

technological innovation. And there are some tax exemptions 

available from the government. The thing is that when you try 

to use these incentives, there is a lot of bureaucracy involved.  

  

Q: What is your view on accepting equity investment in 

your company? What are some ways people can invest in 

Duto? 

A: In the beginning we were trying to do as much as possible 

without (external) investors. While we don’t have any direct 

experience with this, we witnessed that investors interested in 
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other small companies we were close to wanted to acquire a 

large share of these companies. However, we are now more 

open to investors in Duto. We currently need funds to do the 

pilot tests, to buy lap tops, pay the educators who work with the 

children using IRIS. More generally speaking, we need funds to 

create the production company. We would prefer to work with 

Colombian investors; however we are also open to working with 

foreign investors. Since 90% of the support we have received so 

far has come from within the country, we also feel that we want 

to give something back to Colombia.  

 

Besides direct equity participation, there are a number of 

options for people interested in investing in Duto. One way is by 

acquiring IRIS as an educational tool for children with a visual 

disability. Another way is by buying the license to commercialise 

IRIS in one or more of the 137 countries covered by the 

international patent PCT. Another way is to make a donation.  

 

Q: In hindsight, is there something you would have done 

differently to smooth the success of your business? 

A: I don’t think I would change anything. We have really 

matured a lot with this business, it's a process, and not 

something that you can do in less time. We made decisions in 

the past based on the knowledge we had at the time; this will 

continue to be the case. The important thing is to spend time 

and take risks.  
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Q: What would you like to tell other entrepreneurs in 

Colombia? 

A: After winning the Ventures competition, I took a tour with 

some other entrepreneurs to get people engaged in this process, 

it was a great experience. We need to create more companies in 

Colombia which are environmentally and socially friendly, it is 

up to us to change our business culture. Colombians are very 

creative and put a lot of effort into what they do. If we can focus 

that energy on the companies we are building up we can have 

beautiful results.  

 

12.5 Focus on Business Angels 

Focus on Business Angel Networks: Capitalia Colombia  

Capitalia Colombia is an investment and financial firm associated 

with CREAME Business Incubator. Their services are directed 

toward developing networks of financial connections to assist 

entrepreneurs and start ups. They have offices in Medellin and 

Bogota. Capitalia Colombia manages a network of angel 

investors and a seed capital fund, Capital Medellin. This fund 

makes investments ranging from US$40,000 to US$200,000. 

For an overview of the results of CREAME, see page 50.  

Dr. Jorge Montoya Sánchez, Manager of  Capital Medellin, Director of 

Capitalia Colombia and Executive Subdirector of CREAME 

provided the following interview.  
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Q: Can you please tell us something about your CREAME 

business incubator?  

A: CREAME is a centrally integrated network of business 

incubators which was founded in 2006. CREAME was established 

by 29 institutions (private, academic and public organizations) 

with the objective of creating a new entrepreneurial culture.  We 

administer 12 business incubators located throughout the 

country, with physical presence in Bogota, Pereira, Cali, and 

next year in Baranquilla and the Department of Cesar. Each 

incubator is specialized in a different area, and each is allied 

with either a university or private enterprise(s) in the region. 

Next year we will be adding 6 more business incubators, 

bringing the total to 18. CREAME takes care of administering the 

network of business incubators and directs the overall strategy. 

We also have a network of 9 consultancy firms which assist the 

enterprises in our incubators. If the enterprise has a need for 

specialized information, we put them in touch with CREAME. 

CREAME can help them with various services, such as 

commercial validation, temporary outsourcing and marketing. 

We also have an educational center, both with a physical and 

virtual outreach. Via our virtual (on-line) classes on enterprise 

formation, CREAME has reached more than 20,000 persons at 

more than 79 universities located throughout Colombia. 
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Q: Capitalia Colombia manages a network of angel 

investors and a seed capital fund, Capital Medellin. Can 

you tell us something about your operations? 

A: Capitalia Colombia is an investment and financial firm 

established three years ago and specialized in supporting start 

ups. We focus on companies which have been established for 

less than 5 years. We have two lines of services. The first is 

Corporate Financial services, which focuses on company 

valuation, financial assessment and business plan development. 

The second line is dedicated to supporting companies until they 

get the financing they need.  

 

Capital Medellin, our seed capital fund started in January of 

2008, and so far has received around 90 applications. We have 

financed four companies so far, all of which are up and running: 

Agatex, an enterprise which produces technical fibers, S-square, 

a company developing software for decision-making processes, 

Progal BT, which focuses on the development of food 

biotechnological products and Base Cook, a food sector 

enterprise.  

 

Proantioquia, a foundation made up of prominent entrepreneurs 

from the department of Antioquia was the main promoter behind 

CREAME and the angel investor network. Our network of angel 

investors is quite informal, with some 100 individuals registered 

in the network. How we work is, we review projects, and then 

send summaries to the angel investors, who may be CEOs of 

larger companies. Last summer we organized a few investment 
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rounds in Bogota, Cali, Baranquilla and Medellin. We identified 

80 promising companies, and then invited around 200 angel 

investors to visit the companies. The average investment size of 

the angels in our network is around US$150,000. 

 

We have been working with the Interamerican Development 

Bank to formalize our network and create a co-investment fund. 

This fund is going to make around US$2 m in investment 

available for angel investing.  

 

Q: When its time to close a deal, do the angel investors in 

your network do this themselves? 

A: Part of the work of Capitalia is to do due diligence and 

company valuation. The angel investor can also contract a third 

party to do a valuation. Most of the time, our angel investors 

have their own lawyers; however,  Capitalia can accompany 

them through this whole process with our own internal lawyer.   

 

Q: What are the sectors receiving the most investments 

from Angel investors in Colombia? E.g., biotechnology, 

food processing, information technology?  

A: Engineering, applied engineering (electronics, mechatronics), 

Information and Communications Technologies and 

Telecommunications.  Biotechnology is also a nascent sector; 

however there are not too many projects, since this sector 

needs high levels of investment. However, we are starting to 

see some interesting projects in this sector.  
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Q: Do you work with other funds? 

A: Yes we operate within a network. For example, if a company 

comes to us seeking capital and they fall out of our investment 

range, we refer them to other funds, such as Progreso Capital 

(see page 139).  

 

Q: Are there any foreigners in your angel network? 

A: All of our members are Colombian, but some of them live 

outside of the country.  

 

Q: What are the main non-financial needs of the SMEs you 

serve via your Seed Capital Fund, Capital Medellin?  

A: Strategic direction and market access. These are major non-

financial challenges for most SMEs.  

 

Q: What kind of financial products do you use to invest in 

SMEs via Capital Medellin?  

A: We use royalty financing and straight equity. We have tried 

to promote mezzanine finance, such as subordinated loans, 

however this is not a very common structure here. In general, 

these types of investments and financial products are new here, 

people are more familiar with royalty financing.  
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Q: Do you have any experience with exits in your portfolio 

of companies? Generally speaking, what kind of exits are 

the most common for SMEs? Are initiatives like Colombia 

Capital a way to promote exits for SMEs, by helping them 

list on  stock market?  

A: Our fund just got started this year, so we have not had any 

exits yet. A common way to exit in Colombia is to sell your 

share to another fund or another investor. Colombia Capital has 

two main missions: to promote private equity funds, and to help 

companies list. Colombia Capital has been successful in 

promoting some 12 private equity funds. The other goal of 

helping companies to list is a more long term one, this will take 

a while.  

 

Q: Does the armed conflict in Colombia have any bearing 

on your activities or on the Angel investors or SMEs in 

your network? Do you have any activities in rural areas?  

A: The panorama has improved in Colombia, in urban as well as 

in rural areas, however it still presents a problem. For example, 

the armed conflict makes it more difficult to get an investor to 

invest in a rural area, since they may have to compromise their 

personal safety to visit the company. The investors in our 

network are real business angels and not venture capitalists, 

they really want to get involved in the companies and impart 

their know-how and experience, so it's important that they can 

visit the companies they invest in. There is a lot of potential in 

the agro-industrial sector in Colombia, but the biggest problem 

is still security.  
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We have various programs specialized in helping entrepreneurs 

in rural areas. We have nine "Productive Alliances" which work 

with companies involved in various crops, such as strawberry, 

mango, trout and apiculture (beekeeping). How we work is that 

one of our personnel goes to a community and makes an 

alliance with small producers to form an association. For 

example, we have a project with 60 small producers of honey, 

we help them to get organized, form a marketing team which 

sells the products, and helps them to develop new projects. 

Farmers can make use of a revolving fund to get credits to buy 

supplies. We also have programs which work specifically with 

single mothers and displaced persons who have relocated to 

cities. “Nuestra tienda” (our store) is one of our programs which 

tries to create new productive units with these groups. 

 

Q:What are the key barriers to angel investing in 

Colombia?  

A: I would say that there are two main barriers to increasing the 

amount of Angel investing in Colombia. One has to do with the 

lack of spaces for investors and entrepreneurs to meet with 

each other. Investors are always asking where the good 

businesses are, and entrepreneurs do not know how to locate 

investors. For this reason, we at Capitalia are spending a lot of 

time trying to get these two groups together, by generating 

spaces so that they can meet. We are right now planning the 

latest investment round at the end of November 2008 so that 
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investors and entrepreneurs in our network can meet each 

other.  

 

The other main barrier as I see it is difficulty in communication 

between investors and entrepreneurs. These two groups speak 

different “languages”. We are trying at Capitalia to help them 

communicate better with each other. 

 

Q: What can SMEs do to make themselves more attractive 

to angel investors? 

A: In general, I can tell you that investors generally look for four 

things, so it would be good for SMEs to keep these in mind. First 

of all, investors are looking for a strong management team, 

more than good ideas. They are looking for a competent team 

which has a shared and very clear vision of where they want the 

company to go. For example, do they want to grow really big, 

do they want to focus on the internal market, do they want to 

export, etc. Having a clear idea of what you want with your 

company and being able to communicate this with an investor is 

the most important thing. Secondly, investors look more at the 

market demand for a product than at the product itself. 

Entrepreneurs are sometimes blinded by the beauty of their 

product, but they don’t spend enough time thinking about its 

market potential. So if they want to engage investors they must 

think about the market for their products. Thirdly, for foreign 

investors, it is very important to know the context of where they 

are going to invest, the political, economic, market 

circumstances, the SME needs to make this clear. Finally, it is  
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important for investors to have clarity about the risks they will 

run and the expected gain. SMEs need to be able to talk about 

the abovementioned issues with investors.   

For more information, see  www.capitaliacolombia.com 

 

12.6 Focus on Philantrophy 

Focus on Philanthropy :  LGT Venture Philanthropy 

The LGT Venture Philanthropy Foundation was founded in 2007 

by initiative and funds of the Princely Family of Liechtenstein. Its 

mission is to raise the sustainable quality of life for less 

advantaged people especially in the developing world. Applying 

a venture philanthropy approach, they seek to support both 

non-profit and for-profit organizations active in the areas of 

alleviating human suffering, education, and sustainable 

livelihoods by providing capital, as well as knowledge, strategic 

support and access to relevant contacts and networks. LGT 

Venture Philanthropy makes use of grants, loans and equity 

investments. Any generated profit is channelled back into the 

fund and will be used for additional investments. Fabio Segura, 

Associate Latin America, provided the following interview. 

 

Q: Why did LGT Venture Philanthropy decide to invest in 

Colombia? 

A: LGT Venture Philanthropy pursues investment opportunities 

equally throughout the developing world (Latin America, Africa, 

India, China, and South East Asia). Colombia in particular offers 



 
Investing in SMEs in Colombia 

 

199 
www.bidnetwork.org 

an attractive investment landscape for venture philanthropy, 

given the maturity of its social entrepreneurs (the skills level of 

social entrepreneurs in Colombia is among the highest we have 

found) and the supporting legal and financial infrastructures in 

place, both of which are necessary conditions to create a high 

positive impact. In addition, we have found that Colombian 

social entrepreneurs’ exposure to internationally based 

organizations facilitates negotiations and deal structuring.  

 

Q: How do you deal with the distance issue, since you are 

located in Europe, and you invest in Colombia? How do 

you monitor your investments? 

A: LGT Venture Philanthropy is in the process of establishing 

local teams in Latin America, Africa, India, and China, while 

keeping a small office in Zurich, Switzerland. This will enable to 

monitor our investments locally, while retaining strong links with 

our investors, once LGT Bank’s clients join in. The aim is to 

structure an international team with the ability to exchange 

knowledge at a global scale, while being highly engaged with 

local people. For example, I am in charge of our operations in 

Latin America, and I am also from Colombia; this brings both 

cultural and contextual understanding of the country to our 

team and local contact networks. 

In addition to this, besides financial capital, LGT Venture 

Philanthropy invests in intellectual and social capital. In 

Colombia, for example, we have provided organizations with 

highly qualified and experienced professionals through our 
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Fellowship Program. Fellows can come from any country in the 

world, including Colombia: we allow ourselves to be guided by 

the needs and preferences of the target organization. These 

professionals not only add specific skills and knowledge needed 

in the local teams to guarantee the success of the investments 

made; they also help us as investors to facilitate monitoring and 

reporting of each deal.    

The venture philanthropy approach requires a high level of 

engagement with all organizations in our portfolio to ensure a 

transfer of intellectual and social capital, as well as to monitor 

progress. A constant flow of information is necessary for us to 

support and add value to the enterprises we engage with.  

 

Q: How do you approach setting up operations in 

Colombia, how do you find companies and partners? 

A: Primarily, LGTVP receives recommendations from a large 

network of cooperation partners. We work with close 

international allies present in Colombia to exchange knowledge, 

source deals and, in some cases, share due diligence 

information and pursue co-investment opportunities. Some of 

these allies include organizations such as AVINA, the Schwab 

Foundation, Skoll, and Ashoka to mention a few. Additionally, 

our pipeline of potential investments is enriched through 

recommendations from local Colombian organizations and 

foundations, as well as through direct on-site screening. 

Following this screening phase, an intensive investigation is 

carried out to assess the potential of the social enterprise to 
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create positive impact and alignment with our values. If 

successful, the next step consists of a site visit where we try to 

assess the current situation of the organization and structure 

the way in which we can work together to develop its full 

potential positive impact.  

Once an investment is made, our team members travel 

extensively to meet personally with the staff and board 

members of each of the organizations we engage with.  

 

Q: Have you already done any investments in Colombia?  

A: Given that we are still in a set-up phase, its first investments 

are only starting to materialize. However, out of our investment 

processes in Latin America and the Caribbean, it is in Colombia 

where we have been able to advance the most so far.  

 

Q: What is your experience with the legal, governmental 

and financial structures in Colombia? 

A: We have found that the legal and financial structures in 

Colombia is quite conducive to all types of investments, 

including grant giving, loans and equity investments. Given tax 

implications, it is advisable for philanthropic organizations to 

register as such with the Ministry of Commerce, Industry and 

Tourism (Ministerio de Comercio, Industria y Turismo: 

www.mincomercio.gov.co).  
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Q: What kind of investment opportunities do you seek in 

Colombia? Do you make use of guarantees in your 

investments? 

A: LGTVP seeks investment opportunities in SMEs whose core 

businesses bring about social or environmental benefits in the 

areas of education, alleviation of human suffering, and creation 

of sustainable livelihoods. What differentiates us from other 

investors in this field is our flexibility to make use of grants, 

loans, or equity investments, which is decided on a case-by-

case basis. During our due diligence process we seek for and 

engage only with professionally managed enterprises with a 

proven track record and who align with our mission and values. 

This reduces our need for guarantees and allows us to focus on 

the positive use of the capital.  

 

Q: Do you expect a financial and social return on your 

investments? How do you quantify this? 

A: LGTVP is pursuing a wide scope of investments that range 

from negative financial return (grants) to provision of loans and 

equity investment with positive financial returns. Our criteria for 

success is that each investment results in a sustainable positive 

social impact. For us, the division between non-for profits and 

for-profit enterprises is not relevant in terms of impact. We use 

loans and equity investment whenever the enterprise we 

support is able to generate income. The aim is to protect the 

local market conditions in which these enterprises operate, as 

well as to keep an emphasis on their responsibility to invest 
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strategically. However, all profits and dividends generated go 

back to our fund and are not distributed among our investors.  

We measure social returns through a sophisticated index called 

“impacto-metre” which considers the level of the positive impact 

achieved through our engagement in four fields: quality of 

management of the enterprise, replicability of its model, 

effectiveness of the solution, and efficiency of implementation. 

In addition, we develop and implement strict key performance 

indicators for each individual deal we pursue. 

 

Q: What would you recommend to other Venture 

Philanthropy funds who want to target Colombia? 

A: Colombia is privileged to have mature and highly competent 

social entrepreneurs whose preparation and exposure to 

international organizations facilitates negotiations and deal 

structuring. Additionally, there is a great need for venture 

philanthropy investments and a great range of opportunities to 

create positive impacts in the country. However, the country 

risk and unpredictability of conditions in which these deals are to 

be implemented should not be overseen or taken lightly. 

Thorough due diligence and risk assessment are key 

determinants to prepare for unforeseen situations, which will 

inevitably arise, and ultimately for the success of the 

investments, especially when the expected return is a positive 

social impact. This is due to the wider range of independent 

variables which can influence the social impact of an 

investment, as opposed to investments which are strictly driven 
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 by a for-profit motive. Therefore, we would advise any venture 

philanthropy oriented fund to be especially meticulous with deal 

preparation and to focus on understanding thoroughly the 

context and local dynamics in which deals are to take place. 

 

Focus on Philanthropy: the experience of Samuel Azout 

In 1997 the Grupo Vivero found itself in the difficult position of 

needing to obtain fresh resources to finance their expansion 

process based on category retail management. After a few 

efforts they managed to attract the attention of some foreign 

banks which wanted to put equity in the company, enabling it to 

grow further.  This was one of the most successful capital 

injections in a Colombian firm, as it enabled the consolidation of 

supermarkets in Colombia.  

Currently, Samuel Azout, former president and partner of Grupo 

Vivero, has been implementing the social enterprise aeioTU, 

which focuses on education and development of children aged 0-

6, fostering children’s cognitive development. Additionally, Mr. 

Azout  maintains the program Football for Peace, which seeks 

to prevent  children from falling into circles of violence, drugs 

and alcohol (common amongst disadvantaged communities) by 

integrating them in sports programs. 

Samuel Azout, founder and CEO of aeioTU, contributed this 

interview. 
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Q: Please tell us about your social enterprise aeioTU. 

What makes this enterprise special? 

A: The distinctive characteristic of this social enterprise is its 

capacity to address a historic gap between the public and 

private sector by aiming to decrease the socio-economic breach 

in Colombia. The program’s sustainability is based on 

encouraging the participation of children from wealthier families 

in order to subsidize children from underprivileged families, as a 

way to promote inclusion and social balance. The goal of the 

program is to build 120 schools which would each serve 180 

children. aeioTU is based on three pillars: sustainability, scalable 

model, and high impact.  

 

Q: How can SME development be fostered in Colombia?  

A: In Colombia, SMEs need to develop their management 

capabilities (e.g. technical capacity building in quality 

processes). They also need to have more access to and diversity 

of financial sources (long-term financing mechanisms). Finally, 

SME development should be complemented by a more opened-

minded attitude in our society toward enterprise growth and 

development (e.g., improved corporative governance and 

involvement of strategic partners). 

 

Q: How do you see SMEs as contributing to the retail 

sector in Colombia? 

A: SMEs have the advantage of being highly adaptive and 

flexible which helps them to adjust to their surroundings. For 
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example, local shops (the so-called Mom n’ Pop stories) have 

the following strengths: 

 

• Personal attention; 

• Regional knowledge “Know here”; 

• Authenticity in design; 

• High rotation of inventories; 

• Decrease of displacement costs to superstores for clients; 

• Informal management that maintains identity and format. 

 

SMEs also have the possibility of becoming suppliers for big 

supermarkets complementing the portfolio of superstores. 

Moreover, they can become specialized suppliers to satisfy 

regional preferences by complementing the big supermarkets’ 

portfolio of products. This strengthens the connection with 

consumers.   

 

Q: What are your recommendations for foreign investors 

targeting SMEs in Colombia?  

A: The most important things are to look for a good 

management team, products and services with growth potential, 

and to have an exit strategy.    

 

For more information on Fundación Carulla and aeioTU, please 

go to : www.aeiotu.com 
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Chapter 13. Frequently Asked Questions 

 

These questions are grouped according to the planning section 

(see Chapter 3 “Planning your Investment in Colombia”) 

 

1. Familiarize yourself with the operating environment 

for SMEs in Colombia 

 

□ What kind of constraints do SMEs face in Colombia? [see 

p.15, 44-46, 62-65] 

□ How does the challenging political situation affect SMEs? 

[see p. 15, 175-179] 

□ How does the armed conflict affect investment 

decisions? [see p. 15, 31,150,195] 

□ What is Colombia’s government policy towards FDI? [see 

p. 37] 

□ Why do SMEs in Colombia face difficulties in accessing 

finance? [see p. 62,158] 

□ What kind of initiatives are there in place to support 

SMEs? [see p. 46] 

□ How do SMEs access financial markets in Colombia? [see 

p. 62] 

□ What are main guarantees available for lending to 

SMEs? [see p.69-75, 158] 

□ What are the main non-financial needs of Colombian 

SMEs? [see p. 142,178,194] 

□ What are my main exit options? [see p. 51,120,121] 
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□ Is it possible to exit via the stock market? [see 

p.17,82,120,156,169,195] 

 

2. Inform yourself about the sector you want to invest in 

 

□ What sector receives the largest share of foreign 

investment in Colombia? [see p.37-38] 

□ How large is the SME sector in Colombia? [see p.40] 

□ What are the main sectors where SMEs operate in 

Colombia? [see p. 41] 

□ What are the sectors with the highest returns on equity? 

[see p. 77-80] 

□ What are the sectors with the highest debt/equity 

ratios? [see p. 77-80] 

□ What are the main non-financial needs of Colombian 

SMEs? [see p. 194,145,142,178] 

 

3. Consider starting commercial relationships with a 

Colombian enterprise. 

 

□ Where can I find information on productive sectors and 

trading opportunities? [see p.112]  

□ Where can I contact details of the different chambers of 

commerce? [see p. Annex 8] 

 

4. Review the regulation for foreign investors, tax 

treatment and other incentives in Colombia 
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a) Labor Issues 

□ Are there any hiring issues I should be aware of? [see 

p.105] 

□ Is there a minimum wage in Colombia? [see p. 106] 

□ How do I recruit staff for an SME? [see p. 108] 

□ Is there a limit in the number of hours you can work in 

Colombia? [see p. 106] 

□ What are the main types of working contracts? [see 

p.107] 

  

b) Ownership and property rights 

□ Are there any restrictions on 100% ownership of 

companies? [see p. 95] 

□ Are there any restrictions on joint ventures? [see p.95] 

□ Can I own land as a foreign investor? [see p.92] 

□ What should I look out for when acquiring land? [see 

p.92-93] 

□ Can I invest in real estate portfolios? [see p.93] 

□ How well enforced are intellectual property rights in 

Colombia? [see p.45,95,141] 

□ How is the process of getting a product patented in 

Colombia? [see p.187-188] 

□ Does the investment code adequately protect my 

investment? [see p. 97-98] 

□ Are there any special performance requirements for me 

as a foreign investor? [see p.97] 

□ Are there any restricted areas where I am not allowed to 

invest? [see p.99] 
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□ Are my property rights impacted by presence of armed 

groups in certain areas? [see p. 15,34]  

 

c) Tax rates and incentive programs 

□ What tax incentives do I receive as a foreign investor in 

Colombia? [see p. 13,38,98-99, Annex 4] 

□ What are capital recovery terms for foreign investors in 

Colombia? [see p. 95] 

□ What are income deductible expenses for investors? 

[see p. 228] 

□ What is the corporate tax rate in Colombia? [see 

p.103,228] 

□ What is resident and non-resident rate of withholding 

tax? [see p.103-104, 228] 

□ What are main benefits of free trade zones for SMEs? 

[see p.  38-39] 

□ What are advantages of free trade zones for my 

investment? [see Annex 4] 

 

d) Dispute Resolution 

□ Where can I get help if I have a dispute with an SME? 

[see p. 119] 

□ Is arbitration recognized in Colombia? [see p. 118] 

□ Who can assist me with arbitration and conciliation in a 

dispute case? [see p. 118-119] 

□ Who are the main providers of legal services for dispute 

resolution cases? [see p. 119, 251-257] 
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e) Import and Export 

□ Where can I find export documentation requirements? 

[see p. 239] 

□ Where can I find information about export financing 

schemes in Colombia? [see p. 111] 

□ Who offers export support services in Colombia? [see p. 

111,224] 

□ Do I need prior approval to make import and service 

related charges? [see p. 109, 238-239] 

□ Do I have to contract a customs agent for international 

import and exports? [see p. 238] 

□ What countries does Colombia have customs 

preferences with? [see p.110 and Annex 6] 

□ What are the main trade communities which Colombia is 

part of? [see p. 110, 240-244] 

 

f) Regulations for foreign investment 

□ Do I need a license to invest? [see p.100] 

□ Do I need to register my investment? [see p.100, 222-

223] 

□ How do I register my investment? [see p.101,223] 

□ What are the principles governing the FDI regime? [see 

p. 221-224] 

□ What is the legal framework for private equity? [see 

p.82-84] 

□ What are the entry and establishment regulations in 

Colombia? [see p. 100] 
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□ What legal entities are recognized in Colombia [see p. 

216-220]  

□ What is the state of shareholders rights? [see p.83] 

□ Are there any obstacles to divesting? [see p.120-121, 

156,168-175] 

 

g) Transferring funds 

□ Are there restrictions on capital transfer to and from 

Colombia? [see p. 93,223] 

□ Is the Colombian peso fully convertible? [see p. 93] 

□ How has the exchange rate performance been in the last 

years? [see p. 94] 

 

5. Perform a background check on the SMEs 

management 

 

□ What are the main characteristics of management in the 

SME sector in Colombia? [see p. 65] 

□ How does informality impact on the growth and 

investment in SMEs? [see p.16, 101,40] 

□ Where do I find help in conducting due diligence? [see p.     

25-26] 

□ How open are Colombian entrepreneurs to foreign 

investment? [see p.77 and interviews with SMEs in 

Chapter 12] 

□ How easy is it to negotiate with Colombian 

entrepreneurs? [see p.199] 
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6. Inform yourself of risk mitigation products relevant to 

your investment 

 

□ What are the main risks for SME owners? [see p.113] 

□ What are some of the more material risks for investors 

in SMEs? [see p.113-114] 

□ What are the main risk products available for investors 

in SMEs? [see p. 114-115] 

□ Is it possible to get political risk insurance if you are 

investing in an SME? [see p.116] 

□ Are there any currency hedging products for Colombia? 

[see p. 116-117] 

 

7. Inform if your investment qualifies for any guarantee 

programs 

 

□ Who offers guarantees for investments in SMEs in 

Colombia? [see p.46-47, 69-74, 114-115, 158-163] 

□ Does my investment qualify for any guarantees in my 

country of residence? [see Annex 5] 

 

8. Inform if SME already has ties to other investors 

 

□ Where can I find information about companies and 

partners? [see p. 200-201, 224] 

 

9. Inform yourself of existing business linkages of your 

SME with Multinational Corporations  
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□ Are there any linkage possibilities for SMEs with MNCs in 

Colombia? [see p.55] 

□ Which are main sectors with linkage opportunities in 

Colombia? [see p. 56] 

 

10. Make sure the company you want to invest is 

registered with the relevant authorities 

 

□ How can an SME become a registered business in 

Colombia? [see p.101] 

□ Do I need a lawyer to establish a company in Colombia? 

[see p. 91] 

 

11. If you are starting a new company in Colombia, decide 

on the form of incorporation 

 

□ What forms of business organization are recognized 

under Colombian law? [see p.216] 

 

12. Decide on the type of financing you want to provide to 

the SME 

 

□ What are advantages of investing directly in SMEs? [see 

p.     20] 

□ What are advantages of investing via a Fund? [see p.18] 

□ What kind of instruments do Funds use to invest in 

SMEs? [see p. 134,151,153,168,194] 
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□ Who are the main providers of credit to SMEs? [see p. 

67-68] 

□ Who provides leasing  and factoring services to SMEs? 

[see p. 68] 

□ What are the products on offer for SMEs? [see p.68-75] 

□ Which institutions offer guarantees for credit operations? 

[see p.68-75] 

□ Which parties provide SMEs with equity finance? [see 

p.85-90] 

□ What are some possibly interesting sectors for equity 

investment? [see p. 78] 

□ Who monitors private equity in Colombia? [see p.83] 

□ How do foreign based funds monitor their investments in 

Colombia? [see p. 147, 153, 198] 

 

13. Perform a due diligence on the SME you want to 

invest in 

 

□ Who can help me provide a due diligence on an 

investment prospect? [see p.25-26] 

□ How can I measure the social and environmental impact 

of my investment? [see p. 122 ] 
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Annex 1. Business entities and legal implications 

 
This information was obtained at the Swiss Colombian Chamber of 
Commerce and Bogotá Chamber of Commerce. 
 
Setting up companies  

The following are the steps required to establish a company or a branch:  

1. Decide whether to establish a company or branch office. If 
starting a company, determine what type of corporate structure 
the company will have.  

2. Prepare the documents needed to establish the company or 
branch.  

3. Obtain Tax Identification Number (NIT) for the foreign partners 
or shareholders.  

4. Legalize by public deed the documents needed to establish the 
company or branch.  

5. Obtain letters of acceptance from those appointed to positions 
in the company or branch.  

6. Register the company or branch and obtain a Tax Identification 
Number (NIT) for the company or branch.  

7. Register the books and ledgers at the Chamber of Commerce.  
8. Open a bank account.  
9. Register the foreign investment with the Central Bank.  

 
According to Colombian law, there are five types of business companies, 
which are in turn subdivided into three groups, as follows:  

a) Interest-based companies, which include general partnerships.  
b) Quota-based companies which include limited partnerships, 

joint-stock companies and limited liability companies.  
c) Share-based companies, which include stock corporations.  

General and limited partnerships are normally used by family or small 
enterprises. The limited liability company is frequently adopted by small 
and medium enterprises, while the stock corporation is normally a large 
company.  
 
General Partnerships  
They must have at least two partners and there is no limit as to the 
maximum number of partners.  

� The partners are jointly and severally liable for any company 
obligations that the company does not respond for.  

� The partners are jointly and severally liable for the company's 
taxes and their up-date and corresponding interests on a pro-
rata basis regarding their interest share.  
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� The management of the company is the responsibility of all the 
partners, who can delegate it upon other partners or upon third 
parties.  

� The legal representative of the company is elected by the 
partners and is responsible for all activities to be carried out 
during the normal course of business.  

� Because this is an individuals' company, the capital contribution 
at the time of incorporating the company is not of major 
importance.  

� The partners have the right to inspect the company's books and 
other documents at any time. 

  
Partnerships  
There are two types of partnerships: limited partnerships and joint-stock 
companies.  
Partnerships have two types of partners: silent partners, whose liability 
is only proportional to their contributions, and managing partners, 
whose liability is several and unlimited, depending on the company's 
operations. In a co-partnership, contrary to what happens in limited 
partnerships, limited partners are not jointly and severally liable for the 
company's taxes.  

� The capital of limited partnerships can be formed with the 
contributions of the silent partners only, or together with those 
of the managing partners.  

� A limited partnership must have at least one managing partner 
and one limited partner, but no more than 25.  

� The company's administration is the managing partners' 
responsibility and they can exercise it directly or delegate it 
upon third parties.  

� In the case of limited partnerships, the corporate capital must 
be subscribed in full at the time of incorporation. In the case of 
copartnerships, the partners must sub-scribe at least 50% of 
the authorized capital and pay at least 33% of the sub-scribed 
capital. The remaining capital must be paid within one year 
following the date of incorporation.  

� In a joint-stock company, the capital is represented by equal 
value titles, whose issuance, placement and negotiation is 
subject to the rules applicable to stock corporations.  

� Aspects not regulated specifically for silent and managing 
partners are subject to the rules applicable to limited liability 
companies and general partnership companies, respectively.  

 
Limited liability companies  

� Limited liability companies must be incorporated with at least 
two and no more than 25 partners.  

� The partners are liable for the company's obligations up to the 
amount of their contributions.  
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� Regarding pending taxes, updates, interests and labor 
obligations, the partners are liable proportionally to their 
contributions and proportionally to the time elapsed since they 
made their contribution for each specific tax year.  

� The company's direction and administration is in the hands of 
the partners' board, where each partner's votes are 
proportional to the amount of shares they own in the company. 
The partners' board may delegate the administration of the 
company upon a third-party manager.  

� The corporate capital must be paid in full at the time of 
incorporating the company and it must be divided into equal 
price shares.  

� A limited liability company must have an External Auditor, if so 
approved by any number of partners not participating in the 
company's management and representing at least 20% of the 
corporate capital.  

� The External Auditor requirement is also applicable to any 
business company, regardless of its type, whose gross assets at 
December 31 of the immediately previous year were equal to, 
or greater than 5,000 minimum legal monthly 
salaries(equivalent to approximately US$ 1,254,076 based on a 
US$1,840 reference rate) and/or whose gross revenues during 
the immediately preceding year amounted to or exceeded 
3,000 minimum legal monthly salaries, (equivalent to 
approximately US$ 752,445 based on a US$ 1,840 reference 
rate) and/or whose gross income during the immediately 
preceding year amounted to or exceeded 3,000 minimum legal 
monthly salaries.  

� Any issues not regulated by the law or the by laws regarding 
limited liability companies shall be subject to the rules 
applicable to stock corporations.  
 

Stock corporations  
� Stock corporations can be incorporated through the ordinary 

procedure set forth in the Code of Commerce for other 
commercial companies, or through a successive subscription of 
shares1.  

� Stock corporations must have at least five shareholders.  
� Shareholders are liable for the company's obligations up to the 

amount of their contributions.  
� At the time of incorporating the company, the shareholders 

must subscribe at least 50% of the authorized capital and pay 
at least 33% of the subscribed capital. The remaining 
subscribed capital must be paid within a year following the date 
of incorporation.  

� The capital of a stock corporation is divided into equal price 
shares represented by negotiable share titles. Such shares may 



 
Investing in SMEs in Colombia 

 

219 
www.bidnetwork.org 

be ordinary or privileged, depending on the rights they grant to 
the shareholders.  

� The direction and administration of the company is in the hands 
of the legal representative, the Board of Directors and the 
General Shareholders' Meeting.  

� The legal representative and his deputies are elected and 
removed by the Board of Directors, unless the by-laws vest this 
power upon the General Shareholders' Meeting.  

� No shareholder may own 95% or more of the total shares into 
which the corporate capital is divided.  

� The Board of Directors is composed of at least three members 
and their corresponding deputies, and their powers are set 
forth in the corporate by-laws.  

� The General Shareholders' Meeting is composed of the 
shareholders gathered with the quorum set forth in the 
corporate by-laws, and it must meet at least once a year, on 
the date designated by the by-laws or within the first three 
months following the end of each fiscal year.  

� Stock corporations may raise resources by issuing and placing 
ordinary shares, preferred dividend stocks and stocks without 
voting rights, ordinary bonds, or optionally convertible into 
shares.  

� Limited liability companies, co-partnerships and stock 
corporations must create a legal reserve amounting to at least 
50% of the subscribed capital, with funds from 10% of the net 
profit realized during each fiscal year. Furthermore, they may 
set up statutory and occasional reserves, as resolved by the 
shareholders' meeting.  

 
Sole proprietorship  

� This is an arrangement where part of the assets of an individual 
or company is set aside and devoted to the performance of one 
or more business activities.  

� A sole proprietor company has its own legal status, regardless 
of the legal status of the person creating it.  

 
 The capital of this kind of company is divided into equally priced 

shares called "quotas" and the capital contribution must be done at 
the time of creating the company.  
� The founder of a sole proprietor company is liable for up to the 

amount of its contribution, except in the case of tax liabilities.  
� The management of a sole proprietor company is the 

responsibility of the founder, who can in turn delegate it upon a 
third party.  

� The capital must be contributed at the time of incorporating the 
company.  
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� The owner of a sole proprietor company may not enter into 
contracts with such company or with other similar companies 
owned by thereby.  

� If the company is ever owned by two or more persons, it must 
adopt any of the above described forms of business companies. 
Conversely, business companies left with only one partner may 
become a sole proprietor company.  

� All aspects not specifically regulated for sole proprietor 
companies are subject to the general rules governing business 
companies and especially to those applicable to limited liability 
companies.  

 
Overseas branch offices  

� Every overseas company wishing to do permanent business in 
Colombia must set up a branch in Colombia. Likewise, any 
foreign company may establish a branch in Colombia, even if 
its business is not considered permanent under Colombian 
commercial legislation. The commercial legislation lists the 
cases in which a foreign company is understood to be 
developing permanent business in Colombia.  

� For the incorporation of an overseas branch in Colombia, it is 
necessary to register the documents evidencing its existence 
and legal representation, and the resolution or other act 
showing the foreign company's decision to set up a branch in 
Colombia. The incorporation of the branch must be formalized 
in an incorporation public deed to be registered with the 
chamber of commerce of the domicile chosen.  

� Overseas branch offices are subject to Government supervision 
through the Superintendence of Corporations, except if such 
supervision falls under other Superintendence, given the nature 
of the branch's business.  

 
Joint venture opportunities  
Colombia legislation allows the establishment of temporary unions, 
consortiums and joint ventures. Its purposes must be to perform work 
or render services within or outside the country. As there are no special 
private law rules regulating for this type of agreements (except in 
exceptional cases), they are subject to the general rules applicable to 
business contracts.  
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Annex 2. Rules for Foreign Investment in Colombia 

 
This information was obtained via Proexport (www.proexport.com.co) 
and via the Swiss Colombian Chamber of Commerce website 
www.osec.ch: Business Network Switzerland  
 
Promotion of investment  
The controls on foreign investment in Colombia and Colombian foreign 
investment abroad are outlined in the Rules on Foreign Capital 
Investment in Colombia and Colombian Capital Investment Abroad 
(Decree 2080 of 2000), a portion of which was modified by National 
Decree 1844 of 2003.  
Colombian legislation on foreign investment is based on four principles.  

� Equal Treatment: Foreign investments are subject to the same 
treatment as in-vestments by Colombian nationals. There is no 
discriminatory treatment based on origin of the investment.  

� Universality: Foreign investment is permitted in every sector of 
the economy, with the following exceptions: activities involving 
national defense or security and the processing, dumping and 
disposal of toxic, hazardous and radioactive waste not produced 
in Colombia.  

� Automatic Authorization: Foreign investment is allowed in every 
sector of the economy, without prior approval or authorization. 
However, the National Economic and Social Policy Council 
(CONPES) are authorized to identify sectors of the economy 
where the government is at liberty to decide whether to allow 
investment of this type.  

� Stability: The conditions for repayment of the investment and 
remittance of profits that are effective when the investment is 
registered may not be changed in a way that is unfavorable for 
the investor, unless if international reserves fall below a level 
equivalent to three months of merchandise imports.  

 
Types of Foreign Investment  

Colombian legislation recognizes two types of foreign investment: direct 
foreign investment and portfolio investment. 

 

Direct foreign investment includes:  

• All forms of contributions to, and participation in, a company’s 
capital.  



 
Investing in SMEs in Colombia 

 

222 
www.bidnetwork.org 

• Direct investment in autonomous patrimony managed by a 
trust to create or develop a company or to purchase, sell or 
manage holdings in companies not registered with the National 
Registry of Securities and Brokers.  

• The acquisition of real estate, investment in real estate 
securitizations or investment in real estate funds.  

• Contributions in kind to company’s capital, consisting of 
intangible assets such as technology transfer, collaboration, 
concessions, management and licensed services contracts, 
provided there is no participation in the capital stock of the 
enterprise and the revenues of the investment depend on the 
profits of the enterprise.  

• Initial or additional investment in the assigned capital of a 
branch of a foreign company.  

• The acquisition of shares in private equity funds 

 
 

Foreign portfolio investment is the foreign capital investment that a 
foreign fund makes in shares, mandatory convertible bonds and other 
securities negotiable on the capital market (i.e; on the stock exchange).  
Generally, funds may acquire shares in public offerings under the same 
rules as local investors. 

 
Modes of Foreign Investment  
Foreign investment in Colombia may be made in cash, through the 
import of foreign exchange converted into domestic currency, or kind, 
which may include tangibles and intangibles. In the case of the latter, 
company capital may consist of contributions in the form of technology, 
brands and patents, among others.  
Foreign investment in Colombia also may include capitalization of 
resources in domestic currency entitled to remittance abroad as foreign 
credit, reimbursable imports, profits entitled to remittance, royalties on 
licensing agreements for brands and patents, and, in general, contracts 
for technology transfer.  
 
Registration  

All investment from abroad, regardless it´s  type or form, must be 
registered with the Central Bank before the foreign investor can exercise 
foreign exchange rights. 
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Once investment is registered, the registration holder is entitled to: 

• Remit abroad proven net profits that an investment periodically 
generates.    

• Reinvest profits or retain them as surplus undistributed profits.  

• Capitalize amounts with remittance rights.  

• Remit abroad income received from the selling of an 
investment in the country, from liquidating the company or 
portfolio, or from reducing capital. 

Important note: capital registered with the central bank as foreign 
direct investment must remain for a minimum of two years in Colombia; 
this measure does not apply to the remittance of profits generated by 
virtue of the investment 

 
Registration is done in accordance with the procedure established by the 
Central Bank (Banco de la República). However, the terms and 
conditions for direct investments are different from those for portfolio 
investments. As a general rule, a foreign investment is registered 
automatically when the international investor files the ex-change 
declaration with an exchange market intermediary or the respective 
foreign exchange declaration is presented. In other cases, registration 
requires a request to this effect submitted to the Central Bank (Banco de 
la República), with the supporting documents, or the presentation of a 
registration request and proof that the requirements for the investment 
have been met.  
  
Foreign Exchange Entitlements and Other Guarantees  
Foreign capital investments are entitled to:  

� Reinvestment of profits or retention as surplus undistributed 
profits, with remittance rights.  

� Capitalization of amounts entitled to remittance and originating 
with obligations derived from the investment.  

� Foreign remittance, in freely convertible currency, of proven 
net profits generated regularly by the investment, pursuant to 
the financial statements presented at the end of each 
accounting period, or on the basis of these and the record or 
contract governing the investment, in the case of resources 
invested directly, or the man-ager’s closing accounts, in the 
case of portfolio investments.  

� Foreign remittance, in freely convertible currency, of sums 
received from sale of the investment within the country, or 
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from liquidation of the company or the portfolio, or from a 
reduction in its capital.  

� With respect to refund or repayment of the investment and 
remittance of profits, the conditions in force when the foreign 
investment is registered may not be altered in a way that is 
unfavorable to the investor, unless international reserves fall 
below a level equivalent three (3) months of imports.  

 
Sectors subject to special rules  
Foreign capital investments in the financial and insurance sectors, 
hydrocarbons, mining and television are subject to special rules. For 
more information, contact the Ministry of Commerce, Industry and 
Tourism at (www.mincomercio.gov.co).  
 
Information for Investors  
Proexport is the Government’s foreign investment and export 
promotion agency. It provides information on market access and 
business opportunities and organizes international trade shows and 
missions. During the last few years, Proexport has been making efforts 
to diversify Colombian exports, which have been traditionally 
concentrated in coffee, petroleum, coal, and flowers. Among other 
services, Proexport provides planning and training strategies for medium 
and small companies to overcome obstacles of exporting goods and 
services. For more information on this service, called “Expopyme” , see 
page 52.  
 
 
Proexport provides services for investments that generate value for 
Colombia. In order to receive services via Proexport, an investment 
should comply with one or more of the following characteristics: 
 

- Investment should be at least US US$500,000  
- Investment should generate a significant amount of new jobs 

(>30 new employment positions, or, in the case of high tech 
sectors, at least 10 employment positions)  

- Investment should generate export revenues 
- Well-reputed companies (e.g., Fortune 500) 
- High amount of technology transfer or value added to 

Colombian economy 
 

And additionally:  
- Should be structured as a business 
- Should be a company or consultant employed by a company 

(not an individual investor) 
- Should (ideally) be focused on one of the priority sectors for 

the country (see below) 
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Priority sectors for Proexport 

• BPO 
• Contact Centers 
• Hotels and tourism industry 
• Second homes 
• Petrochemical, Chemicals, Agro-Chemical  
• Steel and Metal Mechanics 
• Pharmaceutical and “personal care” 
• Automotive and autoparts 
• Textiles 
• Equipment manufacturing 
• Medical supplies 
• Agroindustry 
• Private investment funds 
• Software development 
• Establishment of regional hubs 
• Financial services 

 
 
 For more information, please see: www.proexport.com.co 
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Annex 3. Taxation in Colombia 

This information was obtained at the Swiss Colombian Chamber of 
Commerce site. 
www.osec.ch: Business Network Switzerland 
 
Customs  
Since January 1, 2002, Colombia has incorporated to the NANDINA 
standards, based on the WCO harmonized system for labeling and 
coding goods (HS) for classifying products and assigning tariffs. Its 
numerical code is composed of 8 figures, but in Colombia as well as the 
others Andean countries it is added two other figures in order to classify 
the goods on a more specific level.  
The current custom duties were established since January 1, 2002, on 
the “Arancel de Aduanas de Colombia“, under the Law Nº 2800 of 
20/12/01. Basic rates are calculated on the CIF (Cost, insurance and 
freight) value of import, in American Dollars, which are changed into 
Colombian Pesos according to the TRM. 

Under the Colombian tax code some taxes are national and others are 
local. The main national taxes include income and income-related taxes, 
the net worth tax (temporary), the value-added tax, the tax on financial 
transactions, the stamp tax and registration fees. The main regional or 
local taxes include an industry and commerce tax and property taxes.  

VAT (IVA = Impuesto al Valor Agregado = Value Added Tax)  

The value-added tax (VAT) is charged on services and the sale and 
import of goods. General rate of 16%, with other rates varying 
according to the types of goods or ser-vices.  

VAT Exclusions: Certain activities, goods and services are expressly 
excluded from the VAT, that is, they are not subject to this tax. The 
following are the most relevant:  
The following are some of the VAT-excluded goods and operations:  

� National or imported equipment and elements used for the 
construction, installation, assembly and operation of 
environmental monitoring and control systems. 

� Imports made under special import/export programs, such as 
the Vallejo Plan.  

� Machinery or equipment for waste or garbage processing and 
recycling, if such type of machinery or equipment is not 
manufactured in the country.  

� Ordinary imports of industrial machinery not produced in the 
country and destined to the transformation of raw materials by 
highly exporting users – ALTEX.  

� The sale of fixed assets.  
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The following are some of the services excluded from VAT tax:  
� National or international, public or private cargo transportation 

services.  
� Land, ocean or river public transportation of passengers 

throughout the national territory.  
� National air transportation of passengers to national 

destinations where there is no organized land transportation.  
� Transportation of gas and hydrocarbons.  
� Interests and financial returns from credit and leasing 

operations.  
� Public utilities such as electricity, aqueduct and sewer, public 

cleaning, garbage collection and residential gas.  
 
VAT discounts: The VAT paid on imports may be discounted in the 
following cases:  

� In the case of heavy machinery imported for basic industries, 
the VAT paid by the importer may be discounted from the 
importer’s income tax. Basic industries are understood to be 
mining, hydrocarbons, heavy chemistry, the iron and steel 
industry, extraction metallurgy, electric power generation and 
transmission, and obtaining, purifying and conducting hydrogen 
oxide.  

� Furthermore, up to 2005, the VAT paid to import industrial 
machinery may be discounted from the general VAT payable by 
the company.  

 
Exempt goods and services: Some goods and services are not only 
VAT-exempt, but the producer or exporter is entitled to reimbursement 
or offsetting of the VAT paid to produce the good or render the service, 
mainly:  

� Chattel goods that are either exported or sold in the country to 
international marketing companies provided such goods are, in 
fact, exported.  

� Services rendered in Colombia by foreign persons not domiciled 
in the country.  
 

TAX on Financial Transactions: The rate is four per thousand on the 
amount of each transaction, from 2004 through 2007. From 2008 on, it 
will drop to three per thousand. The tax is accrued on every transaction 
aimed at withdrawing resources from checking, deposit or savings 
accounts, and on cashier’s checks.  
There is an exemption for transfers between checking or savings 
accounts within the same institution, when the affected accounts belong 
to the same account holder. 
Stamp TAX: This is a documentary tax accruing on documents 
formalized or meant to be enforced in Colombia, when made for an 
amount exceeding a certain amount established for each year by the 
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Colombian Government. For 2005, such amount is COP$ 50,944,947, 
equivalent to US$ 25,059 based on a COP$ 2.033 rate of ex-change. 
The rate is 1.5% of the total contract price, rates and exemptions for 
certain cases.  
 
TAX REGIME FOR FOREIGN INVESTORS  
COLOMBIAN COMPANIES WITH FOREIGN INVESTORS AND 
BRANCHES OF FOREIGN COMPANIES  
INCOME TAX: Colombian companies holding foreign investment are 
subject to the same income tax as fully Colombian companies, 
regardless of their foreign interest share.  

� Colombian companies, with or without foreign investment, are 
subject to an income tax on income obtained from national and 
foreign sources, at a rate of 35% and a 10% surcharge for tax 
years 2004, 2005 y 2006.  

� Branches of foreign companies are subject to the income tax 
only on income obtained from Colombian sources, at the same 
rates applicable to Colombian companies.  

� For foreign companies with no domicile in Colombia and foreign 
individuals not resident in Colombia, dividends or interest share 
earnings are subject to a 7% in-come tax. Such tax is withheld 
at the source, at the time of payment or deposit to an account. 
If the tax corresponding to the dividends or interest share 
earnings to be distributed is not paid by the company 
distributing them, then the applicable rate is 35%. The 
additional 7% to which foreigners are subject is calculated after 
applying the 35%, so that the net withholding is 39.55%. 
Nevertheless, if such dividends or interest share earnings are 
reinvested in the country, the tax payment is deferred as long 
as the investment remains in the country. Furthermore, if the 
investment remains in the country for at least five years, such 
dividends or interest share earnings become exempt of the 7% 
income tax.  

For this purpose, reinvestment is deemed to remain in the country by 
the mere fact that the profits continue to be a part of the company’s net 
worth.  
 
INCOME-DEDUCTIBLE EXPENSES:  
Foreign-owned affiliates, branches, subsidiaries or agencies established 
in Colombia are entitled to deduct from their income any amounts paid 
for administration or management expenses, and for royalties and 
exploitation or acquisition of intangibles, provided they perform the 
corresponding tax withholdings when paying such expenses. Likewise, 
they are entitled to deduct expenses incurred abroad if directly in 
connection with the activities that generate income in Colombia, 
provided they perform the corresponding tax withholdings when paying 
such expenses, if such payments are taxable in Colombia for their 
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beneficiaries. If no tax withholding has been made on such expenses, 
this deduction is limited to 15% of the tax-payer’s net income, except in 
some specific cases, which are not subject to this limitation, regardless 
of whether the tax withholding has been made (i.e., purchase of 
productive real fixed assets, payments to brokers abroad, payments of 
foreign credit interests and income from international leasing contracts). 
 
REMITTANCE TAX: For foreign company branches, the remittance tax 
is accrued on the mere realization of profits, which are presumed to be 
transferred abroad. If the profits are reinvested in the country, payment 
of the tax is deferred as long as the reinvestment remains in the 
country. Furthermore, if the reinvestment remains in the country for 
over five years, the profits become exempt of this tax. For this purpose, 
reinvestment is deemed to remain in the country by the mere fact that 
the profits continue to be a part of the company’s net worth. 
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Annex 4 Duty free and tax incentives 

Also see annex 6 
This information was obtained at the Swiss Colombian Chamber of 
Commerce. 
 
Duty-free zones are designed to promote foreign trade, to create jobs 
and to act as poles of industrial development in the regions where they 
are located.  
 
These geographical areas operate according to special conditions 
established by law.  
 
The new duty free zones law approved by the national government 
through the decree 4051 of 2007 makes Colombia the most attractive 
destination in Latin America in tax terms. Through the general duty free 
zones in which companies could be placed inside duty free parks or for 
big projects in duty free zones uni-entrepreneurial, the companies 
located in Colombia for manufacturing or logistic and services operations 
will have a unique rent fare of 15% and total exemption for the partner 
when profit is allocated; Moreover, through a juridical stability contract, 
the security of this fare could be for 15 or more years by contract with 
the government if the investment amount is up of 12 million dollars.  
Additionally, it has logistic facilities as no procedures and this, due to 
the strategic location of Colombia and the current agreements and 
negotiations about free trade of the country, makes that a company 
located in a duty free zone, gains competitiveness.  
 
1. Duty-free Zones for the Tourist Industry  
These are geographical areas established within the country to promote 
tourist services, specifically as destinations for foreign tourists and, 
secondly, for domestic tourism. These services include lodging, travel 
agencies, restaurants, organization of large meetings and conferences, 
transportation facilities, and athletic, cultural and recreational activities, 
among others.  
 
2. Industrial Duty-free Zones for Goods and Services  
These are geographical areas established within Colombia to promote 
and develop the industrial processing of goods and services, primarily 
for export.  
Foreign exchange, tax, customs and foreign trade incentives are 
available in these areas.  
 
3. Temporary Commercial Duty-free Zones  
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These are commerce and service zones established in Colombia for 
international trade fairs, expositions, conferences and seminars that are 
important to the national economy and international trade.  
Users  
Domestic or foreign companies that are legally established may use 
duty-free zones. There are four types of users of industrial duty-free 
zones producing goods and services.  

� Operators. Companies that promote and manage the zone. 
They operate exclusively within the area, under authorization 
from the Ministry of Commerce, Industry and Tourism.  

� Industrial Manufacturing Users. Companies that manufacture, 
produce, transform or assemble goods for export. They are 
obliged to sign a contract with the operator, specifying the 
terms and conditions of their involvement in the zone.  

� Industrial Service Users. Companies that supply services to 
firms inside a duty-free zone or to foreign markets, including 
scientific and technological services. They are obliged to a 
contract with the operator, outlining the terms and conditions 
of their involvement in the zone. 

� Commercial Users. Companies that store, preserve, handle, 
distribute, pack, repack, sort or clean goods, which may be 
destined for foreign markets.  

 
Foreign Capital Investments  
The following are authorized investments in duty-free zones.  

� Investments in the form of machinery and equipment, raw 
materials and intermediate goods, foreign exchange, 
technological services and intangible assets, reinvestment of 
profits and interest, amortization of loans and capital, and 
capitalization in the zone of profits generated and distributed by 
companies with foreign interest that are established in other 
parts of the country.  

 
Incentives    
The following incentives are now in effect.  
Tax Incentives  

� Exemption from income and related tax on proceeds from 
annual sales to foreign markets.  

� With respect to industrial users of tourist services, annual sales 
to foreign markets shall be tantamount to the sale value of 
services rendered to foreign tourism.  

� Exemption from withholding and remittance tax on technical 
services and interest paid in conjunction with the production 
process.  

Foreign Exchange Incentives  
� Foreign goods brought into a duty-free industrial zone 

specializing in goods and services are exempt of import duties.  
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� Domestic goods brought into duty-free industrial zones are 
considered exports. Therefore, they enjoy the incentives 
afforded to Colombian exports.  

� The foreign components of goods produced in a duty-free zone 
and imported into Colombia are not subject to import duties.  

Loan Benefits  
� Users established in duty-free industrial zones may access 

ordinary credit from financial institutions established in 
Colombia, under the same conditions that apply to companies 
located in other parts of the country. They also have access to 
the special borrowing facilities provided by Bancóldex.  

Exchange Benefits for Industrial Users  
� Industrial users may negotiate all types of foreign currency 

inside the zone and may deposit it in savings or checking 
accounts with banks in Colombia or abroad. Industrial users 
established in a duty-free zone are under no obligation to 
surrender foreign proceeds from exports or other exchange 
operations on the exchange market. However, the currency 
these companies may require to cover their expenses in 
domestic or foreign currency may be channeled through the 
exchange market.  

� Industrial users may finance the purchase of merchandise with 
foreign suppliers, exchange brokers and financial institutions, 
without registration and with no deposit.  

� In the case of duty-free zones for tourism, tourists may possess 
or negotiate all types of foreign currency as payment for tourist 
services.  

 
Other Benefits  

� A strategic geographic location near ports, airports or roads.  
� Use of existing facilities (warehouses, yards, roadways and 

green areas).  
� Combined promotion of the companies operating inside the 

duty-free zone.  
� Prior deposit of merchandise.  
� Partial inward customs clearance.  
� Customs offices to guarantee operation round the clock.  
� Import and export customs procedures performed on-site.  

 
Duty-free Zones Authorized by the Ministry of Commerce, 
Industry and Tourism  

� Industrial Goods and Services: Arauca, Barranquilla, 
Bogotá, Candelaria (in Cartagena), Cúcuta, Malambo (in 
Barranquilla), Pacífico (in Cali), Palmaseca (in Cali), Quindío (in 
Armenia), Rionegro (in Antioquia) and Santa Marta.  

� Tourism: Barú Beach & Marine Resort (Bogotá), Eurocaribe de 
Indias (Medellín) and Pozos Colorados (Santa Marta). 
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Annex 5. Investment Guarantee Programs 

 
Multilateral Investment Guarantee Agency (MIGA) 
Colombia became a member of the Multilateral Investment Guarantee 
Agency (MIGA) in 1995.  
 

The  Multilateral Investment Guarantee Agency (MIGA), has been 
working to promote both Colombian investments in neighboring 
countries and foreign investments in Colombia. The availability of MIGA 
guarantees is being marketed as a risk mitigation tool for investments in 
Colombia. MIGA also disseminates information on investment 
opportunities in Colombia. 

 
Under this agency, foreign investors can insure their investment in 
Colombia against a wide range of non-commercial risks including 
expropriation, transfer restrictions, war and civil disturbance. 
 
Small Investment Program 
MIGA’s Small Investment Program (SIP) is designed to grow the 
agency’s support for small and medium-size investors by offering: 
• a standardized package of risk coverage that includes currency 
transfer restriction, expropriation, and war and civil disturbance 
• a quick and efficient underwriting process 
• a single application form that can be completed online 
• no application fee for eligible small and medium-size investors 
MIGA insures new investments associated with the expansion, 
modernization, or financial restructuring of existing projects in its 
developing member countries. New investments are those that have 
neither been made nor irrevocably committed on the date of submission 
to MIGA of a SIP Definitive Application for Guarantee signed by the 
investor. 
 
Eligible Investors 
• Nationals of MIGA member countries. 
• Corporations if they are incorporated and have a principal place of 
business in a member country, or if they are majority-owned by 
nationals of member countries. 
The SIP has no restrictions with respect to the size of the investor. 
However, the program is specifically designed to assist small and 
medium-size investors with their foreign direct investment activities. 
MIGA’s US$5,000 application fee is waived for SMIs. In order to qualify 
as an SMI, an investor must have no more than 375 employees and fulfil 
one of the following criteria: have no more than US$50m in assets or 
US$100m in annual sales. 
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Breach of contract is not offered under SIP, but investors requiring 
breach of contract cover may apply through MIGA’s regular guarantee 
program. Although the total size of the investment may be larger than 
US$10m, the application for investment guarantee must be less than 
US$10m. 
MIGA has a dedicated SIP team that guides investors through the 
application and underwriting process. 
 
SIP Team Contact: 
Hal Bosher 
Investment Officer 
migasip@worldbank.org 
T:202 473 0993 
F:202 614 1579 
 
More information on MIGA’s Small Investor Program can be found at: 
http://www.miga.org/guarantees/index_sv.cfm?stid=1554 
 
Overseas Investment Insurance Scheme (OII) 
The scheme, run by the Export Credit Guarantee Department (ECGD) of 
the UK provides insurance for UK investors against the main political 
risks of expropriation, war, restrictions on remittances and breach of 
government undertakings. 
 
Types of investment that can be covered 
• Equity 
Contributions either in cash or in kind (for example plant, machinery, 
know-how, services), made to the overseas enterprise in return for 
shares, can be covered. In the case of a branch or a stand-alone 
project, cover can be given in respect of assets (other than stocks of 
consumables) that are owned by the investor, located in the host 
country and employed for the purposes of the relevant project. Sales of 
goods or services – including patents, royalties, know-how and 
management services – under contracts in return for payment, as 
distinct from shares, are outside the scope of the OII scheme, but may 
be eligible for cover under ECGD export credit facilities. 
• Loans and loan guarantees 
Loans advanced to any overseas enterprise under a formal agreement 
can be covered. 
There is no requirement for a UK shareholding in the overseas 
enterprise or a related UK export. Both untied loans and loans tied to 
the export of goods or services from the UK or a third country may be 
covered. Where a loan is tied to UK exports, the terms of the OECD’s 
Arrangement on Officially Supported Export Credits must be observed. 
Cover for loan guarantees is particular helpful for project sponsors. 
Cover may also be given against a call made on a guarantee given by a 
person carrying on business in the United Kingdom in respect of a loan 



 
Investing in SMEs in Colombia 

 

235 
www.bidnetwork.org 

made to an overseas enterprise in which the guarantor has an interest. 
However, that call must arise as a result of a non-payment under the 
relevant loan agreement that has been caused by one of the political 
risks covered by the OII scheme. This type of cover can be particularly 
helpful for project sponsors. 
Risks insured 
• Expropriation 
• War 
• Restrictions on remittances 
• Breach of government undertakings 
 
Eligible Investors 
• UK companies and their subsidiaries 
All companies and persons carrying on business in the UK are in 
principle eligible for insurance, provided that the investment is 
identifiable as of UK origin in the host country. This also applies where 
the investment is made via an overseas subsidiary. 
• Use of intermediaries 
Cover can be considered where an eligible UK investor channels an 
investment through a non-UK intermediary provided that the investor 
has a sufficient degree of control over that intermediary. In dealing with 
this method of making an investment, ECGD takes into consideration 
several factors, which include: 
- whether the intermediary is located in the host, or a third, country; 
- whether it is operational or otherwise; and 
- whether the investment is regarded as a UK investment by the host 
government. 
Eligible enterprises 
• Direct investment 
Cover is in principle available for eligible investments in any overseas 
enterprise (including a company, an unincorporated body, a partnership 
or a project) carrying on business in any country outside the UK, the 
Channel Islands and the Isle of Man, in which the investor has a direct 
interest (that is the investor controls it, or has a management or trading 
interest in it). For some investors, particularly those in the oil and gas 
sector, no company is established abroad. In such cases cover is given 
for the UK company’s direct investment) in the form of cash equipment) 
into the project – thus, the project itself becomes the “enterprise”. 
Cover is not available for stock-market type investments. 
• Portfolio investment 
Cover is also available where the investor does not have a proprietary 
interest in the company (such as a UK bank making a loan to the 
enterprise as part of the bank’s portfolio of investments) in order to 
enable the enterprise to develop. The investment offered for insurance 
should be equal to at least 10 percent of the total equity in the project, 
and be it least £50,000 in amount. 
Eligible investments 
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• New investment 
Cover can be considered in respect of any new investment that is 
investment that finances a new enterprise or is an injection of genuinely 
new capital into an existing overseas enterprise. 
• Purchase of existing shares 
OII cover may be available for the purchase of existing shares in an 
overseas enterprise if the surrounding circumstances are such that it can 
be said that the UK investor purchasing those shares is making an 
investment of resources in an enterprise carried on outside the UK. 
• Existing investment 
In general, insurance is not normally available for an investor’s existing 
investment in an enterprise, but it can be considered where a direct 
investor is simultaneously putting new resources (not retained earnings) 
into the enterprise in the form of equity. Cover for the existing 
investment will be given only if the value of the new resources invested 
is at least equal to the value of the existing investment. 
 
Duration of the investment 
Since the object of the scheme is to encourage lasting investment, the 
investor must intend to keep the capital in the overseas enterprise for at 
least three years. In the case of loans a repayment period of not less 
than three years must be provided for in the loan agreement. An 
investor is, of course, free to dispose of the investment within three 
years, but if this is done voluntarily ECGD can accept no liability for loss 
due to inability to repatriate the proceeds. 
 
For further information or application forms, please telephone Overseas 
Investment Insurance Branch on: (+44) (0) 207512 7767; fax: (+44) 
(0) 20512 7264; or email: oii@ecgd.gsi.gov.uk. Also, for an up-to-date 
list on the availability of OII country cover contact OII Branch or see 
ECGD’s website: www.ecgd.gov.uk. 
 
Overseas Private Investment Corporation (OPIC) 
An agreement signed in 1985 with the above US agency seeks to 
guarantee American investment in Colombia. OPIC is an independent 
U.S. government agency whose mission is to mobilize and facilitate the 
participation of U. S. private capital and skills in the economic and social 
development of less developed countries and areas, and countries in 
transition from nonmarket to market economies. 
OPIC assists U.S. companies by providing financing (from large 
structured finance to small business loans), political risk insurance, and 
investment funds. OPIC complements the private sector in managing 
risks associated with foreign direct investment and supports U.S. foreign 
policy. 
 
Business Categories 
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OPIC’s Small and Medium-Enterprise Financing is available for 
businesses with annual revenues under US$250 million. 
OPIC’s Structured Financing focuses on U.S. businesses with annual 
revenues over US$250 million and supports large-scale projects that 
require large amounts of capital, such as infrastructure, 
telecommunications, power, water, housing, airports, hotels, high-tech, 
financial services, and natural resource extraction industries. OPIC can 
also provide longterm working capital and multiple-year capital 
expenditure programs. The amount of capital needed for any project can 
be greater than one financial institution can provide on its own due to 
per-project limits or diversifications guidelines. As a result, OPIC works 
with other co-lenders, if necessary, to bring sufficient resources to a 
given project. 
 
Eligibility: Information on eligibility for the program can be obtained 
via the following link: 
http://67.59.159.141/financing/finance_eligibility.asp 
Application forms can be downloaded via: 
http://www.opic.gov/financing/apply/forms/index.asp 
 
OTHER PROGRAMS WORLDWIDE 
This following site provides links to many public and private political 
insurance providers and re-insurers worldwide: 
http://www.pri-center.com/directories/subindex.cfm?typenum=661,681 
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Annex 6 International commerce and trade 
agreements    

 
For international trade consult agencias aduaneras there are more than 
200 customs agents, the law requires their services for any international 
import above US$1,000 and exports over US$10,000, the cost estimate 
is about 0,2% and 0,5% of the value traded (there is a minimum value 
for service). 
There are four levels for customs agencies according with Decree 2883 
of 2008: 
LEVEL 1: Could perform all the international commerce operations over 
all the country. 
LEVEL 2: Ask for operations restricted. 
LEVEL 3: could perform operations exclusively in (no more than one): 
Bucaramanga, Cartago, Cúcuta, Ipiales, Maicao, Manizales, Pereira, 
Riohacha, Santa Marta, Urabá o Valledupar. 
LEVEL 4: could perform operations exclusively in (no more than one): 
Inírida, Leticia, Puerto Asís, Puerto Carreño, San Andrés, Tumaco o 
Yopal.        
 
Other customs declarants 
Permanent user: accredited by Taxes and Customs Authority 
(www.dian.gov.co). 
High-volume exporters: requires exports over 2 million dollars (a 30% 
of total sales volume must be exported) or 21 million American dollars in 
FOB value exported in the last twelve months. 
 

Import tax for selected products TAX VA
T 

Sports equipment 10% 
Ball sports, golf equipment and racquets 15% 
Athletic shoes 20% 
Consumer house ware products 20% 
Cameras (video & photo), computer hardware and PDAs   5% 
Cosmetic products 20% 
Digital discs (CD’s, DVD, etc.) 20% 
Electric office warehouse and electronic products 20% 
Musical instruments 10% 
Toys and games 20% 

16
% 

 
Import documents: Commercial bill; import report (standardized); 
Andean value document; origin certificate; classification of goods 
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(clasificación arancelaria); packing list (except for commodities); 
insurance certificate (for CIF35 purchases). 
 
Products with a previous approval: For the following products ask for 
approval: Poultry, rice, corn, vegetables, milk products, soybean oil, 
tallow, vegetable oil, animal meat, chemicals, organic waste, rubbish, 
inorganic and chemical waste, fishing machinery, tires, excluding 
products from Andean Community countries and Chile.  
 
Restricted products: only government authorities could import drugs, 
weapons and any kind of explosives. 
  
Prohibitive products: war toys, used tractors and automobiles. 
 
Colombian authorities fix prices for: shoes, electronics, cotton clothing, 
tires, matches and lighter (non reusable).    
 
Import step by step 

a) Market research; 
b) Report (approval just in case) to Tax and Customs Authority 

DIAN (www.dian.gov.co) and Commerce Department 
(www.mincomercio.gov.co) 

c) Register foreign exchange operation and letter of credit 
(commercial banks or central banks). 

d) Shipping, transport and delivery to customs deposit. 
e) Naturalization and inspection of merchandise, pay taxes and 

report documents to deposit. 
f) Pick-up. 

 
Export step by step 

a) Market research; 
b) Register at national exporters list; 
c) Send commercial bill and confirm the letter of credit opened by 

the importer; 
d) Transport, obtain a certificate of origin and authorization (just 

in case). 
e) Register the standardized document for exports (DEX) to 

customs and taxes authority DIAN (www.dian.gov.co). 
f) Examine and authorization by DIAN ; 
g) Money transfer by commercial banks; 

 
 

                                                 
 
35 Cost, insurance and freight. 
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This information was obtained at the Swiss Colombian Chamber of 
Commerce. 
 

 
1. Andean Community - CAN  

The Andean Community is a sub-regional organization established by 
Bolivia, Colombia, Ecuador and Peru. It is comprised of the bodies and 
institutions that make up the Andean Integration System. CAN 
registered US$ 49,244 million in total imports during 2005, or 34.4% 
more than the year before (US$ 36,645 million).   
Merchandise trade between Bolivia, Colombia, Ecuador and Peru is 
virtually duty free.  
 

2.  Group of Three – G3  
The G-3 Treaty creates a free-trade zone between Mexico and Colombia 
(Venezuela announced its withdrawal from the G3 in May of 2006). The 
G-3 is intended to ensure broad and secure access to these markets by 
gradually eliminating tariffs.  
 

3.  CAN - Mercosur  
In October 2004, MERCOSUR, Colombia, Ecuador and Venezuela signed 
Economic Complementation Agreement Nº 59. For Colombia, it took 
effect on February 1, 2005, thereby establishing a free-trade area 
between the two blocs.  
 
Economic Complementation Agreement No. 59 calls for tariffs on 
industrial exports to be lifted gradually within a period of no more than 
12 years. In certain cases, longer deadlines were established for the 
agricultural sector. Colombia obtained accelerated preferential access for 
several of its major agricultural and industrial products.  
 

4.  Colombia – Chile  
Economic Complementation Agreement No. 24 was signed by Colombia 
and Chile in December 1993 to create an expanded market.  
The bid to relax tariffs covers nearly 100% of the tariff schedule and 
represents free trade for more than 95% of all commerce between the 
two countries. A few sensitive products will not be duty-free until 2011. 
The agreement also includes commitments and regulations on issues 
such as rules of origin, safeguards, business practices, government 
purchases and conflict management.  
 
The Colombian government recently initiated negotiations with Chile for 
a broader free trade agreement between the two countries, specifically 
one that contemplates disciplines such as services and investments, and 
improves preferential treatment for goods that are still not duty free.  
 

5. Colombia – Caribbean Community  
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Colombia has preferential access to the CARICOM market under the 
conditions out-lined in Partial Scope Agreement Nº 31, which was signed 
within the framework of ALADI.  
 
The CARICOM member countries that are party to this agreement 
include Trinidad and Tobago, Jamaica, Barbados, Guyana, Antigua and 
Barbuda, Belize, Granada, Montserrat, St. Kitts and Nevis, St. Lucia, St. 
Vincent and the Grenadines.  
 
Colombia offers Caricom countries preferential tariffs on 1,128 sub-
items and receives preferential treatment on 1,074 from Trinidad and 
Tobago, Jamaica, Barbados and Guyana. The tariff preferences on 
negotiated items are now 100%. In other words, either party charges no 
duties.  
 

6. Colombia – Cuba  
Partial Scope Economic Complementation Agreement No. 49 was signed 
by Colombia and Cuba on September 15, 2000 to replace Partial Scope 
Agreement No. 33 signed on July 8, 1994 and its three additional 
protocols and attachments. As a result, the tariff preferences granted by 
both countries now average 50%. Colombia has ex-tended tariff 
preferences on 625 sub-items and Cuba, on 966.  
 

7. Free Trade Agreement between Colombia and the 
Northern Central American Triangle (Guatemala, El 
Salvador and Honduras)  

Colombia and the Northern Triangle countries -- El Salvador, Guatemala 
and Honduras -- initiated negotiations towards a free trade agreement in 
June 2006. The negotiations were concluded on 16 March 2007. On 9 
August 2007 Colombia and El Salvador, Guatemala and Honduras signed 
the agreement, which is aimed at improving conditions for access to 
their markets and taking advantage of the complementary aspects of 
their economies. 

 
8. Free Trade Agreement between Colombia and the United 

States  
A free trade agreement (FTA) with the United States would give 
Colombian exports permanent tariff benefits for access to the world’s 
largest market. The United States imported US$ 1,732,706 million in 
goods and services during 2005 and US$1,525,516 million in 2004. This 
is an increase of 13.5% between the two years. The United States has 
become Colombia’s major trading partner and accounts for 40% of its 
exports and 39% of its imports.  
FTA negotiations were initiated in May 2004 and completed in April 
2006. As a result of this process, 99.7% of Colombia’s industrial exports 
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and most of its agricultural exports will be duty-free as soon as the 
treaty takes effect.  
Now that negotiations are over, the notification stage has begun and the 
FTA will have to be approved by congress in both countries. This treaty 
is consistent with a new generation agreement that goes beyond trade 
liberalization to include items such as telecommunication services, 
investments and intellectual property, among others.  

� Unilateral Preference Schemes; 
� The Andean Trade Promotion and Drug Eradication Act 

(ATPDEA).  
The Andean Trade Promotion and Drug Eradication Act (ATPDEA) renews 
and broadens the preferences outlined in the Andean Trade Preferences 
Act (ATPA). Created initially by U.S. President George Bush as part of 
the “War on Drugs”, ATPA was adopted on December 4, 1991 and 
effective until December 4, 2001.  
ATPDEA extends those benefits until February (December) 2008, not 
only for the items already covered by ATPA (5,600 products) but for 
others as well, such as wearing apparel, petroleum and petroleum by-
products, tuna fish, footwear and leather goods. The preferential tariffs 
on the new items are effective from October 31, 2002 to February, 
2008. However, it is hoped they will be extended until the Free-trade 
Agreement with the United States is approved.  
 
Generalized System of Preferences– GSP  
The Generalized System of Preferences is a program that calls for 
developed countries to grant preferential tariffs on certain imports from 
developing countries, including Colombia.  
  
The United States, the member countries of the European  Union, 
Australia, Canada, Japan, Switzerland, Luxembourg, the Russian 
Federation and New Zealand are among the countries that participate in 
this system.  
 
European Union– Generalized System of Preferences – GSP Plus  
In addition to the GSP established by the European Union for developing 
countries, the EU affords special preferences to countries that are forced 
to deal with illicit crops. Known as GSP-Drugs, this program has been in 
effect since 1990 to support the war on drugs, based on the principle of 
shared responsibility.  
Recently, in June 2005, the European Union approved the regulations for 
GSP Plus, which replaces GSP–Drugs and affords duty-free access to 
agricultural and industrial goods from several developing countries, such 
as those in Central America and the Andean Community of Nations. This 
scheme represents a new incentive to sustainable development, 
governance, the war on drugs, and observance of labor and 
environmental obligations.  



 
Investing in SMEs in Colombia 

 

243 
www.bidnetwork.org 

Products that are important for Colombia, such as shrimp, tuna, palm 
oil, freeze-dried coffee, flowers, fruits, textiles, wearing apparel, leather, 
footwear, plastic items and others, benefit initially as of July 1, 2005 and 
until 2008.  
Colombia and the other member countries of the Andean Community 
have initiated steps to negotiate a free-trade agreement with the 
European Union to expand trade between both regions on a permanent 
basis.  
 
EFTA – Colombia Agreement  
Part of the Commercial agenda defined by the colombian government is 
the negociation with the EFTA countries Switzerland, Norway, Iceland 
and Liechtenstein, which have a GDP near to 622 billion dollars and 
represent almost 2% of the goods world trade, which places them in the 
ninth position around the world in this subject. In the topic related to 
services, they have a participation of almost 3% and occupy the fourth 
place, after United States, China and Japan.  
The Treaty with EFTA is not only about taking the tariffs off, or to 
warrant the preferential access, but it also contains intellectual property, 
investments, standardization and different areas that will create the 
frame for regulating the trade.  
The EFTA market would be an important possibility for products such as 
plastics, derivatives of polypropylene and their manufactures, jewelry 
and precious stones, flowers, exotic fruits different from the banana 
tree; coffee and derivatives of the coffee, among others. About 
investments, the country is interested in expansion and diversification of 
that sector, as the relocation of the International Airport El Dorado, a 
project that has been of the EFTA interest.  
 
Association Agreement between the EU and the Andean 
Community (CAN)  
The negotiators for the EU and the CAN met in Bogota (Colombia) from 
17 to 21 September 2007 for the first round of negotiations on an 
Association Agreement comprising three pillars on political dialogue, 
cooperation and trade.  
 
The benefits for Colombia will be huge; due to the agreement would 
make easier the foreign trade interchange, would increase the European 
investments in key sectors of the economy with international forecasts 
and would achieve a better articulation of postures in the international 
agenda topics.  
 
Bilateral Investment Treaty (BIT)  
On May 2006, Colombia and Switzerland signed a Bilateral Investment 
Treaty (BIT) which looks for warranting treatment and protection of 
international standards for investors from any of the two countries.  
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The BIT has a big interest for both countries. In the case of Colombia, 
Switzerland has become one of the main investment sources of the 
country. In 2005, had an investment stock of near US$ 409 m, placing 
the sixth position among the European countries investing in Colombia.  
The investment coming from Switzerland has been of great importance 
for the Colombian industry, due to it, has concentrated near 40.72% of 
its capitals.  
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 Annex 7. Providers of financial services to SMEs 

 
International dial code (country)+(city) 
Colombia (57) 
Cities: Bogotá (principal city) (1) Medellín (4) Cali (2) Barranquilla (5) 
 
 
Bancoldex  
MEDELLIN 
Calle 7 Sur No. 42-70 Of 613 
Tel: (57-4)313 7648 / (57-4)313 
4626 
(57-4)313 4527 
Contact: Diana Beatríz Santa 
Zapata 
BOGOTA 
Calle 28 No 13A-15 Pisos 38 al 42 
Tel (57-1) 382 1515 
BARRANQUILLA 
Carrera 52 No.76-167 local 101, 
Tel: (57-5)369 1459 / (57-5)369 
1460 
CALI 
Ave 2 Norte N° 3 N – 78 
Tel (57-2)653 6372 / (57-2)682 4524 
http://www.bancoldex.com/ 
 
Bancolombia 
New York Stock Exchange (listed): 
CIB 
Contact: Alejandro Bueno Arana, 
Felipe Montalvo and Roberto 
Vergara.  
Tel: 3535137, 353 66 90. 
http://www.grupobancolombia.com/ 
 
Banco Caja Social 
Tel: (571) 3077060, 3138000 
http://www.bancocajasocial.com.co/ 
 
Banco de Crédito 
https://www.bancodecredito.com.co/ 
 
Banco de Occidente 
Tel: 2972000 Ext.6505 
Contact: Ignacio Zuloaga 

http://www.bancodeoccidente.com.c
o/ 
 
Banco GNB Sudameris 
Tel: 2779765 
Contact: Oscar Velosa 
http://www.sudameris.com.co/ 
 
Banco Unión Colombiano 
http://www.bancodeoccidente.com.c
o/ 
 
BBVA 
Tel: 347 1600 Ext. 2683 
Contact: Fernando Rey 
http://www.bbva.com.co/ 
 
Colpatria 
Tel: 3386300 ext. 3813 
Contact: Viviana Mejía 
http://www.colpatria.com.co/ 
 
Davivienda 
Tel: 3300000 ext. 6320 
Contact: Sonia Rojas 
www.davivienda.com/  
 
Expocredit 
MIAMI, United states 
Tel: (1+305) 347 92 22 
Contact: Ricardo Dorado 
http://www.expocredit.com 
 
Fiduagraria 
Tel: 5606100 Ext. 415 
Contact: Camilo Vargas 
http://www.fiduagraria.gov.co/ 
 
Fondo Biocomercio Colombia 
BOGOTA 
Carrera 13 No. 26 - 45. Of 1312,  
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Tel (57+1) 2839931 
http://www.fondobiocomercio.com/ 
 
Fondo de Garantías de Antioquia 
http://www.fga.com.co/ 
Interamerican Investment 
Corporation  
BOGOTA 
Carrera 7° No. 71-21, Torre B, Piso 
19, Bogotá, Colombia 
Tel: 571-325-7058/59 
Contact: Ricardo Rico 
http://www.iic.int 
 
Fondo de Garantías del Café 
PEREIRA 
Tel: (6) 324 1260 

Contact: Patricia Bernal 
http://www.garantiasdelcafe.com/ 
 
Fondo Nacional de Garantías 
http://www.fng.gov.co/fng/portal/app
s/php/index.kwe 
 
Grupo AVAL 
Tel: 2415179 
Contact: Lena Aaron 
http://www.grupoaval.com 
 
Tribeca Partners  
Tel: 490 00 40 
Contact: Gerardo León 
www.tribeca.com.co 
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Annex 8. Providers of business services to SMEs 

 
International dial code (country)+(city) 
Colombia (57) 
Cities: Bogotá (principal city) (1) Medellín (4) Cali (2) Barranquilla (5) 
 
 
BUSINESS ASSOCIATIONS 
 
 
Artesanías de Colombia 
BOGOTÁ 
Carrera 2 # 18ª-58 
Tel: (57+1) 286 1766 
http://www.artesaniasdecolom
bia.com.co 
 
Asociación Bancaria y de 
Entidades Financieras de 
Colombia - ASOBANCARIA 
BOGOTÁ 
Carrera 9 # 74-08  
Tel: 326 6600 
www.asobancaria.com/ 
 
Asociación Colombiana de 
Industriales del Calzado, el 
Cuero y sus Manufacturas - 
ACICAM 
BOGOTÁ 
Carrera 4A #25C-71 
acicam@acicam.org 
Tel: 326 6600 
http://www.acicam.org/ 
 
Asociación Colombiana de 
las Micro, Pequeñas y 
Medianas Empresas - ACOPI 
BOGOTÁ 
Carrera 15 #36-70 
Tel 3204783/84/85 
comunicaciones@acopi.org.co 
http://www.acopi.org.co/ 
 

Asociación Nacional de 
Empresarios de Colombia – 
ANDI 
http://www.andi.com.co/ 
Calle73 # 8-13 p. 8 
Tels. (571)  3268500 
Comercial@andi.com.co 
 
Asociación Nacional de 
Instituciones Financieras - 
ANIF 
Calle 70 A # 7-86 
Tel:(57+1)3101500 
(5+71)3102041 
http://www.anif.org/ 
 
Asociación Nacional de 
Comercio Exterior - 
ANALDEX 
Calle 40 no. 13 - 09  
Tel:(+571)5700600          
analdex@analdex.org 
http://www.analdex.org 
 
Federación Nacional de 
Comerciantes – FENALCO 
Carrera 4 #19-85 
Tel: (57+1) 3500600 
fenalco@fenalco.com.co 
http://www.fenalco.com.co/ 
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CHAMBERS OF COMMERCE 
 
 
Cámara de Comercio de 
Armenia 
ARMENIA 
Carrera 14 #23-15  
Tel:(57+6) 67412300 
http://www.camaraarmenia.org
.co/ 
ong@camaraarmenia.org.co 
 
Cámara de Comercio de 
Barranquilla 
BARRANQUILLA 
Vía 40 #30-135 
Tel:(57+5) 3303701  
http://www.camarabaq.org.co/ 
Cámara de Comercio de 
Bogotá 
Carrera 40 #22C-67 
Tel:3445499 
ccbferias@ccb.org.co 
http://camara.ccb.org.co/ 
 
Cámara de Comercio de 
Bucaramanga 
BUCARAMANGA 
Tel (57) 6527000 
Carrera 19# 36-20 
 
Cámara de Comercio de Cali 
CALI 
Calle 8 # 3-14 
Tel(57+2) 8861300 
http://www.ccc.org.co/ 
 
Cámara de Comercio de 
Cartagena 
CARTAGENA 
Calle Santa Teresa No. 32-41  
Tel: (57+5) 650 1110  
(57+5) 650 1111  
camaradecomercio@cccartagen
a.org.co 
 

Cámara de Comercio de 
Cúcuta 
CUCUTA 
Calle 10 # 4-38 
(57+7) 582 5088 
cindoccc@cccucuta.org.co 
http://www.cccucuta.org.co 
 
Cámara de Comercio de 
Ibagué 
IBAGUE 
Calle 10 #3-76 
Tel: (57+1) 2610944 
ccibague@ccibague.org 
http://www.ccibague.org/ 
 
Cámara de Comercio de 
Manizales 
MANIZALES 
infoccm@ccm.org.co 
Tel (57+6) 8841840 Ext. 410 
http://www.ccm.org.co/ 
 
Cámara de Comercio de 
Medellín 
MEDELLIN 
Avenida Oriental #52-82 
Tel: (57+4) 444 8822 
servicioalcliente@camaramedell
in.com.co 
http://www.camaramed.org.co/ 
 
Cámara de Comercio de 
Montería 
Calle 28#4-61 
Tel (57+4) 7824214 
http://www.ccmonteria.org.co 
 
Cámara de Comercio de 
Neiva 
NEIVA 
Carrera 5 #10-38 
Tel: (57+8) 7113666 
http://www.ccneiva.org/ 
 
Cámara de Comercio de 
Pasto 
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Calle 18 # 28-84 
Tel:(57+2) 7311445 
correo@ccpasto.org.co 
http://www.ccpasto.org.co/ 
 
Cámara de Comercio de 
Pereira 
Contact:linaalvarez@camaraper
eira.org.co 
http://www.camarapereira.org.
co/ 
 
Cámara de Comercio de 
Santa Marta 
SANTA MARTA 
Avenida Libertador #13-94 
Tel: (57+5) 423 0828 
http://www.ccsm.org.co 
 
Cámara de Comercio de 
Villavicencio 
VILLAVICENCIO 
Calle 39 # 31-47 
Tel: (57+8) 671 3737 
http://www.ccv.org.co/ 
 
 
GOVERNMENT  
 
 
Banco de la República 
(Central bank) 
http://www.banrep.gov.co 
Carrera 6 # 14-85 
Tel:(+571) 343111 
 
Bancóldex 
MEDELLIN 
Calle 7 Sur No. 42-70 Of 613 
Tel: (57-4)313 7648 / (57-
4)313 4626 
(57-4)313 4527 
Contact: Diana Beatríz Santa 
Zapata 
BOGOTA 
Calle 28 No 13A-15 Pisos 38 al 
42 

Tel (57-1) 382 1515 
BARRANQUILLA 
Carrera 52 No.76-167 local 
101, 
Tel: (57-5)369 1459 / (57-
5)369 1460 
CALI 
Ave 2 Norte N° 3 N – 78 
Tel (57-2)653 6372 / (57-
2)682 4524 
http://www.Bancóldex.com/ 
 
 
Fondo de Modernización y 
Desarrollo Tecnológico de 
las. Micros, Pequeñas y 
Medianas Empresas – 
FOMIPYME 
http://www.mincomercio.gov.c
o/eContent/newsdetail.asp?id=
413 
 
Fondo nacional de garantías 
F.N.G. 
BOGOTA 
Carrera 13 # 32-51 
Tel: (57+1) 3239000 
http://www.fng.gov.co 
 
Ministerio de comercio, 
industria y turismo 
BOGOTA 
Calle 28 # 13 A-15 
Tel: (57+1) 4199450 
info@mincomercio.gov.co 
http://www.mincomercio.gov.c
o/ 
 
Servicio Nacional de 
Aprendizaje - SENA 
BOGOTA 
Tel: (57+1) 5942060 
rcguerrero@sena.edu.co 
http://www.sena.edu.co 
 
Superintendencia de 
Sociedades 
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BOGOTA 
Avenida Dorado #51-80 
Tel: (57+1) 2201 000; 
3245777. 
http://www.supersociedades.go
v.co/ 
 
Superintendencia Financiera 
de Colombia 
BOGOTA 
Calle 7 # 4-49 
Tel: 594 0200 
super@superfinanciera.gov.co 
www.superfinanciera.gov.co/ 
 
 
ENTERPRISE PROMOTION 
 
 
Centro de Ciencia y 
Tecnología de Antioquia 
MEDELLÍN 
Tel: (57+4) 512 2020 
Carrera 46#56-11 
info@cta.org.co 
http://www.cta.org.co/ 
 
Centro Nacional de 
Productividad 
CALI 
Calle 67 Norte #7N 59 
(57+2) 655 0905 
cnp@cnp.org.co 
http://www.cnp.org.co/ 
 
Colombia es pasión 
BOGOTA 
(57+1) 2410544 
http://www.colombiaespasion.c
om 
informacion@colombiaespasion.
com 
 
Corporación Calidad 
BOGOTA 
Carrera 7 #26-20 
(57+1) 286 1444 

MEDELLIN 
Carrera 46 # 56-11 
(57+4) 293 1835 
http://www.ccalidad.org/ 
 
Entrepreneurs Colombia 
Ltda.  
BOGOTÁ 
Carrera 18 #78-40 Of. 704 
Tel: 257 7227 
Contact: Claudia Marcela 
Rodriguez 
http://www.entrepreneurs-
co.com/history_esp.html 
 
FUNDES 
BOGOTÁ 
Carrera 7 N° 26-20 PISO 8  
Tel: 6069250 
Contact: Rubén Salazar 
http://www.fundes.org/ 
 
 
Incubadora de empresas 
BOGOTÁ 
Carrera 7a # 48-27 
Tel: 5740404 
Contact: 
info@incubarcolombia.org.co 
http://www.incubarcolombia.or
g.co/ 
 
Instituto para el desarrollo 
de Antioquia 
MEDELLÍN 
Calle 42 N 52-25 9 
Tel: (57-4) 354-77 00          
Contact: Álvaro Vásquez Osorio 
http://www.idea.gov.co/ 
 
Promotora de proyectos 
MEDELLÍN 
Carrera 42A # 1Sur - 16 
Contact: Francisco Mira Aguilar 
Tel: (574) 268 4511 
http://www.promotora.com.co/ 
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INVESTMENT AND LEGAL 
ADVISORS  
 
 
Alianza valores 
BOGOTÁ  
Carrera 15 No. 100-43 Piso 6  
Tel: 6447730   
Contact: Laura Concha 
http://www.alianzavalores.com.
co/ 
 
Akiris de Colombia 
BOGOTÁ 
Carrera 11 No. 86-53 P 14 
Tel: (571) 6913323 
Contact: Ignacio de Guzmán 
http://akiris.net/ 
 
AIG  Colombia 
BOGOTÄ 
Carrera 7 #99-53 
Tel: 6388240 
Servicio.Cliente@aig.com.co 
 
Altra investments 
BOGOTÄ 
Carrera 7 # 71- 52 Of 901 
Contact: Mauricio C amargo 
info@altrainvestments.com 
http://www.altrainvestments.co
m/ 
 
Addvalue Business 
Consulting 
BOGOTÄ 
Tel: 210 0553 
Contact: Joaquin Reyes 
info@abcplus.com.co 
http://www.abcplus.com.co/ind
ex.php 
 
Acciones y valores 
BOGOTÁ 
Calle 72 # 7- 46 
Tel: 3257800 
Contact: Alexander Tarquino 

www.accivalores.com/ 
 
Bonus banca de inversión 
BOGOTÄ 
Calle 98 # 9-03 Of 704 
Tel: 218 27 18 
Contact: Emanuel Cáceres 
info@bonus.com.co 
http://www.bonus.com.co/BON
US/BONUS.html 
 
Brigard & Urrutia 
BOGOTÁ 
Carrera 7 # 71 – 21 Piso 4 
 Tel:5405433 
http://www.bu.com.co/ 
 
Corficolombiana 
BOGOTÁ 
Carrera. 13 No. 26 - 35  
Tel: 2863300  
Fax: 3538834   
http://www.corficolombiana.co
m/ 
 
Corredores Asociados 
BOGOTÄ 
Carrera 7# 71-52 P 16 
Tel: 531 1577 
Contact: Carlos Alberto 
Londoño 
clondon@corredores.com 
http://www.corredores.com/ 
 
Consultorías Inversiones y 
Proyectos 
BOGOTÁ 
Avenida 19 No 114 - 65 Oficina 
315 - Bogota, Colombia 
Tel:   +57 (1) 6400375   -  
6400376   
Fax: +57 (1)  6400377  
info@cipfirm.com 
Contact: Germán Castro 
http://www.cipfirm.com/ 
 
Cardenas y Cardenas 
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BOGOTÁ 
Carrera 7 # 71-52 Tower B Piso 
9 
Tel: 3137800 
Contact: Eduardo Cárdenas  
http://www.cardenasycardenas
.com/ 
 
Criteria S.A. 
CALI 
Av. 6Bis # 35N-16 Of 101 
Tel. 684 9780 
info@criteria-sa.com    
iocampo@criteria-sa.com 
http://www.criteria-sa.com/ 
 
Confinanciera 
BOGOTÁ 
Avenue 19 # 100-12 P7  
Tel:2187200 
Contact: 
sericiocliente@confinanciera.co
m 
http://www.confinanciera.com/ 
 
Colfinanzas 
BOGOTÄ 
Tel 2664747 
Contact:Eugenio Rivas  
colfinanzas@colfinanzas.com 
http://www.colfinanzas.com/sit
e/ 
 
Corporación Colombia 
internacional 
BOGOTÁ 
Tel: 4539370 
Contact: Nicolás Letts 
http://www.cci.org.co/cci/cci_x
/scripts/index.php 
 
Centro Nacional de 
Productividad 
CALI 
Calle 67 Norte #7N 59 
Tel: (57)(2) 655 0905 
Contact: Felipe Millan  

http://www.cnp.org.co/ 
 
Centro de Arbitraje y 
Conciliación de la Cánara de 
Comercio de Bogotá – CAC 
Avenida Eldorado No. 35 
Bogotá, Colombia 
Tel: (57 1) 594 10000 – 
3830300 
http://camara.ccb.org.co 
 
Deloitte 
BOGOTÁ 
Carrera 7 # 74-09 
Tel:5461810 
Contact: Rodrigo Arboleda 
http://www.deloitte.com/dtt/ho
me/0,1044,stc%253DHOME%2
526lid%253D121,00.html 
 
Ernst & Young 
BOGOTÄ 
Calle 93B # 16-47  
Tel:484 7000  
Contact: Luz Marina Sotelo 
http://www.ey.com/global/cont
ent.nsf/South_America_S/Amer
ica_del_Sur_Home 
 
Eficorp S.A. 
BOGOTÄ 
Carrera 7 #99-53 
Tel: 6388240 
Contact: Marcela Ibarra 
http://www.eficorp.com.ec/serv
icios.php 
 
Equity investment S.A. 
Banca de inversión 
BOGOTÄ 
Carrera 17# 93-82 Of. 501 
Tel: 635 7753 
Contact: Angela Carvajal 
acarvajal@equity.com.co 
http://www.equity.com.co/prin
cipal.html 
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Econometria 
BOGOTÁ 
Calle 94 A 13-59  P5 
Tel:623 7717 
Contact: Diego Sandoval 
http://www.econometriaconsult
ores.com/ 
 
Fiduciaria Sudameris 
BOGOTÁ 
Carrera 7 N° 26-20 PISO 3 
Tel:  3810090          
Contact: Hernando Rivas 
http://www.fiduciaria.gnbsuda
meris.com.co/ 
 
Ficitec Consulting  
BOGOTÁ 
Katherine Frost 
Tel: 3482011 
Contact: ficiteck@yahoo.com 
 
Finvesto 
BOGOTÁ 
Carrera 13A # 89-38 
Tel:6182793 
Contact: Sergio Becerra 
 
Fiducomercio 
BOGOTÁ 
Calle 67 # 7 -37  
Contact: Victor Javier Herra 
Garzon 
Tel:  (57-1) 348 54 00   
http://www.fiducomercio.com 
 
Gesvalores 
BOGOTÁ 
Carrera 12 # 84-12 P3 
Tel:6224474 
Contact: Juan Pablo Ramirez 
 
Global Finance 
BOGOTÁ 
Carrera 13A # 89-53 Of 501 
Tel:6105625 

Contact: 
info@globalfinance.com.co 
http://www.globalfinance.com.
co/en/default.asp 
 
Global securities S.A. 
BOGOTÄ 
Carrera 7 # 71-21 P 6 
Tel: 313 8200 
Contact: Mauricio Gómez 
mgomez@globalcdb.com 
https://www.globalcdb.com/tgs
g2/index.jsp 
 
Gestión Patrimonial Ltda.  
BOGOTÄ 
Calle 95 # 47A – 28 Int. 7 
Tel: 2561596 
Contact: Juan Pablo Londoño 
http://www.gpatrimonial.com/ 
 
GM consultores 
CALI  
Calle 6N # 2N-36 Of: 336 
Tel. (2)  885 2580 
Contact: Gustavo Moreno 
gmconsultores@gmconsultoress
a.com 
 
Helm Investment Advisors 
BOGOTÁ 
Carrera 7 N° 27 - 18 P 21 
Teléfono: 339 4540 
http://www.bancodecredito.co
m.co/publico/segmentos/filiales
/helm_securities.jsp 
 
Human Capital  
BOGOTÁ 
Calle 70 # 7-40  
Tel: 3126512 
Info@humancapital.com.co 
http://co.humancapital-
hc.com/ 
 
International knowledge 
center 
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BOGOTÁ 
Cra. 103 # 47-85 Oficina 311 
Tel: 4148718 
Contact: Adriana Arcila 
http://www.ikc.com.co/sitio/ind
ex.php?tipoDoc=1&idCategoria
=53 
 
Invercor 
BOGOTÁ  
Carrera 9 No. 74 – 08 Oficina: 
502 
Tel: 3761300  
Contact: Eduardo Soto  
http://www.invercor.com/ 
 
Incorbank 
BOGOTÁ 
Calle 94 A #13-08 Of. 304 
Tel:6166340 
 
Inverlink 
BOGOTÁ 
Carrera 7 # 71-52 P15 
Tel:312 2726 
Contact:inverlink@inverlink.co
m.co 
http://www.inverlink.com.co/in
dex.htm 
 
Investerr 
BOGOTÁ 
Calle 105 A # 14 – 92 Of.501 
Tel: 752 1708 
Contact: Esteban Rincón 
Restrepo 
estebanrr@investerr.com 
 
Invervalue 
BOGOTÁ 
Calle 90 # 13ª – 31 Of. 201. 
Tel 6185030 
Contact: Fernando de Gamboa  
http://www.invervalue.com 
 
INSAN 
BOGOTÁ 

Contact: 
juancardenas@insan.com.co 
http://www.insan.com.co/area.
htm 
 
Invest in Bogotá 
BOGOTÄ 
Carrera 7 # 71-21 Of:901 
Tel: 7423030 
Contact: Julio Puentes 
http://www.investinbogota.com 
 
International Strategies 
Group 
BOGOTÄ 
Carrera 7# 79B-15 Of. 304 
Tel: 531 1577 
Contact: Patricia Puentes 
jpuentes@isg-ltda.com 
http://isg-ltda.com/ 
 
KPMG 
BOGOTÄ 
Calle 90 # 19C -74 
Tel 6188000 
Contact: Angelica Escobar 
colombia@kpmg.com.co 
http://www.kpmg.com.co/  
 
Latinamerican Consulting 
Group 
Washington, DC 20037 
2120 L Street NW, Suite 400 
Tel: 1 (202) 828 2614 
Contact: Katja S. Newman 
http://www.itta.com/latin/index
.htm 
 
Metrix Finanzas 
BOGOTÄ 
Calle 72 # 6-30 P 2 
Tel. 212 0735 
jhmelguizo@metrixfinanzas.co
m 
http://www.metrixfinanzas.com
/inicio/index.htm 
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MP Estudios e Inversiones 
LTDA  
BOGOTÁ 
Calle 70ª # 13-64 Of301 
Tel:3452138  
Contact: Carlos Alberto Pérez 
 
Mulltidynamics 
BOGOTÁ 
Carrera 6 #115-65 Of 306F 
Tel:2150329 
Contact: 
multidynamics@empresario.co
m.co 
 
Nogal 
BOGOTÁ 
Avenida 82 N°10-62 P7 
Tel:6449400 
Contact: Bernardo Vargas 
http://www.nogalaf.com/ 
 
Programa de las Naciones 
Unidas  
BOGOTÁ 
Tel 2352223 
Contact: Adriana de los Ríos 
www.pnud.org.co 
 
Parra Duque y Asociados 
BOGOTÄ 
Av Suba # 122 -20 Of.214 
Contact: Ana María Parra 
pda@pdacol.com 
http://www.pdacol.com/ 
  
Price Water House Coopers 
BOGOTÁ 
Calle 100N° 11A-35 P5 
Tel:6340555 
Contact: Andres Ribon 
http://www.pwc.com/extweb/h
ome.nsf/docid/cfe6680f679a58
da852571070042d538 
Contact:Jaime Ricaurte 
http://www.incorbank.com/Zop
e/ 

 
Pipeline banca de inversion 
BOGOTÄ 
Calle 70 #9-91 
Tel: 3214083 
http://www.pipeline.com.co/cm
s/ 
 
Profitline 
BOGOTÄ 
Carrera 12 # 90-20 Of 508 
Tel. 636 5898 
ganagarita@profitline.com.co 
http://www.profitline.com.co/ 
 
Profesionales de bolsa 
BOGOTÁ 
Calle 93B # 12 – 18 P 4 
 Tel:6463330 
Contact: Jorge Andrés Gómez 
http://www.profesionalesdebols
a.com/ 
 
Prieto y Carrizosa 
BOGOTÁ 
Carrera 9 # 74 – 08 Of 305 
 Tel 3268600 
Contact: 
cdevivo@prietocarrizosa.com 
http://www.prietocarrizosa.com
/HOME_ENGLISH/ 
 
Q&A 
BOGOTÄ 
Calle 67# 7-35 Of 1103 
Tel: 742 4460 
Contact: Philip Letts 
clondon@corredores.com 
 
S&S Consultores asociados 
BOGOTÁ 
Calle 80 # 9 – 92 Of.401 
Tel:6359584 
Contact: Luis Salazar 
lsalazar@consulss.com 
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Santander Investment 
Valores 
BOGOTÄ 
Carrera 7 # 99-53 P 18 
Tel. 6448006  
http://www.bancosantander.co
m.co/ 
 
SBI Investment bank 
MEDELLÍN 
Tel 3136085 
Contact: Jorge Villegas 
http://www.sbi.com.co/ 
 
Serfinco 
MEDELLÍN 
Carrera 43 A #1-50 Of: 1152 
Tel: 444 3522 
Contact: 
cliestes@serfinco.com.co 
http://www.serfinco.com/ 
 
Suarez y asociados 
BOGOTÁ 
Carrera 11D # 118A-44 
Tel: 637 3447 
Contact:informacion@suarezco
nsultoria 
http://www.suarezconsultoria.c
om/ 
    
The Andean Center for 
economics in the 
environment 
BOGOTÁ 
Tel: 3413477 
Contact: Juan Carlos Caicedo 
http://www.andeancenter.com/ 
 
Triana, Uribe y Michelsen 
BOGOTÁ 
Calle 93B # 12 – 48 Of 204 
 Tel 6019660 
Contact: Álvaro Triana 
 tum@tumnet.com 
http://www.tumnet.com/ 
 

Trigono 
BOGOTÄ 
Calle 79 b #5-81 P2 
Tel: 248 2600 
Contact: Iván Montoya 
http://www.trigono.com.co/ 
 
Valfinanzas 
BOGOTÁ 
Calle 100 N° 18-36 Of: 702  
Tel: 6218884 
Contact: 
valfinanzas@valfinanzas.com 
Monica Ospina 
http://www.valfinanzas.com/ 
 
Válorem 
BOGOTÁ 
Calle 67 No. 7-35 Torre B Piso 
5 
Líneas telefónicas: 
Tel: 3766930 (línea gratuita 
nacional) 
Contact: Juan Antonio 
Pungiluppi 
http://www.valorem.com.co 
 
Valor y estrategia 
BOGOTÁ 
Contact: Juan Fernando Múnera 
Carrera 14 n° 93 b 32 of 301 
 
Valora Consultoría 
Empresarial 
BOGOTÄ 
Carrera 13 # 92 – 57 P 402 
Tel: 616 1648 
Contact: info@valora-ce.co 
http://www.valora-ce.com/ 
 
Violy and company 
NEW YORK 
10 East 53rd Street 
34th Floor 
Tel: (1) (212) 486 4900 
BOGOTA 
Carrera 11A #93A-46 Of 201 
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Tel: 617 1282 
Contact: Juan Osorio 
http://www.violyco.com/index.
php 
 
Vertex resources 
BOGOTA 
Calle 100 No. 8ª -49 Of.616 
Tel: 611 3628 

Contact: Rafael Torres 
http://www.vertexresources.co
m/index.htm 
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