LEADING SECTORS FOR U.S. EXPORTS AND INVESTMENTS

A. Best Prospects for Non-Agricultural Goods and Services 

	1.
	TELECOMMUNICATIONS SERVICES (TES)

	2.
	 INDUSTRIAL CHEMICALS (ICH)

	3.
	TRAVEL AND TOURISM (TRA)

	4.
	AIR CARGO SERVICES (AVS)

	5.
	FINANCIAL SERVICES (FNS)

	6.
	AUTOMOTIVE PARTS AND ACCESSORIES (APS)

	7.
	COMPUTER HARDWARE AND SOFTWARE SERVICES (CSV/CSF)

	8.
	OIL AND GAS MACHINERY AND SERVICES (OGM/OGS) AND PETROCHEMICALS

	9.
	PLASTICS MATERIALS AND RESINS (PMR)

	10.
	TELECOMMUNICATIONS EQUIPMENT (TEL)

	11.
	ELECTRICAL POWER SYSTEMS (ELP)

	12.
	SAFETY & SECURITY TECHNOLOGIES AND EQUIPMENT (SEC)

	13.
	FOOD & BEVERAGE PROCESSING & PACKAGING EQUIPMENT (FPP)

	14.
	MEDICAL EQUIPMENT (MED)

	15.
	APPAREL (APP)

	16
	CONSTRUCTION AND MINING EQUIPMENT (CON/MIN)

	17.
	POLLUTION CONTROL EQUIPMENT (POL)


1. 
TELECOMMUNICATIONS SERVICES (TES)

In Colombia the telecommunications sector has grown at a higher rate than the overall economy. Still this sector needs to develop more to compete globally. Greater broadband access must be the major focus to drive technological development in communications and connectivity. This  telecommunications area provides attractive opportunities for U.S. telecommunications companies.

The telecommunications industries that will benefit most from expansion of broadband access in Colombia will be: cable operators, long distance companies, local exchange carriers, TV broadcasters, satellite companies, software developers, and Internet service providers.  Broadband deployment is a top priority because it will increase revenues for telecom carriers, as well as other industries, which should translate in significant investment in and growth of the Colombian economy. 

In Colombia, 70 percent of the population lives around a few big cities, mainly Bogota, Medellin, Cali and Barranquilla, and most of Internet users in the country access the web through telephone lines. Only 2.7 percent of Colombians have access to broadband. Cable and xDSL technologies have been adopted mostly by corporate clients and are available only in Bogota, Bucaramanga and Popayan.

Statistics up to the second quarter of 2003 show that the number of Internet users has increased 25 percent over the same period last year; up to the second quarter last year the number of users was 1,596,552 and this year it is 2,000,213.  This growth is expected to continue during the rest of the year, but broadband expansion could accelerate it.

In mobile telephony the preferred technology has migrated to GSM and CDMA, and there will be only three cellular telephone companies and one trunking by the end of this year. To generate new sources of revenue, these carriers must introduce enhanced services to compete for attractive business and consumer customers. The companies must offer differential, value added services such as text messages and access to the Internet to compete for the largest portion of the market. The number of mobile phone subscribers has increased 38 percent with respect to 2002, reaching 4.88 million subscribers, a penetration of 12 percent. Comcel still has the most subscribers at 3,3 million and a 67 percent share of the market, and Bellsouth only accounts for 1,6 million of users. By the end of the year market share will shift when a third player, Colombia Móvil, enters the market; however an increase in total subscribers is expected as well.

EPM Bogota will issue bonds worth  $15.9 million dollars during the first quarter of 2004. The purpose of this transaction is to support investments in the telecommunications sector. The company is looking for joint ventures to install telephone lines in Bogota, so as to be more competitive with ETB, which has a monopoly in the capital.

In Colombia, a debate is being held on a new series of regulations that will affect the future of the television industry. Depending on the decisions the government makes, this sector will be either a favorable or unfavorable area for future investments. Although digital TV has been debated by the telecommunications authorities, it is still a very undeveloped area in Colombia. U.S. investors should be aware of whether the technology to be adopted in Colombia will be that used in the U.S. (ATSC) or that used in Europe (DVB).

Data Table (in millions of U.S. dollars)

	
	2001
	2002
	2003*

	Total Market Size
	5,750.00
	6,009.00
	6,339.50

	Locally Owned Establishments
	4,180.00
	4,389.00
	4,630.40

	Cross Border Exports
	1,149.50
	1,207.00
	1,146.65

	Cross Border Imports
	3,135.00
	3,292.00
	3,473.06

	Imports from the U.S.
	2,090.00
	2,195.00
	2,431.14

	Exchange Rate (year end)
	2,291.20
	2,689.79
	3,100.00


*These statistics are based on unofficial estimates.

2.  INDUSTRIAL CHEMICALS (ICH)
The overall chemical products market in Colombia has been estimated at $6.2 billion. This sector is one of the largest and most complex in Colombia. The chemical sector accounts for approximately 10.14 percent of industrial employment. It also represents 3.5 percent of all establishments and 15.12 percent of gross manufacturing production.

Demand for basic chemicals for all industries; and especially active ingredients for the pharmaceutical, cosmetics, and food and beverage processing industries; is expected to maintain steady growth of about 2 percent yearly. The chemical sector grew an average of 3.0 percent annually between 1995 - 2003.

The entire chemical sector was particularly favored by the open economy measures of 1991 with free licensing and minimum import requirements for about 85 percent of chemical product tariff classifications. Furthermore, Andean Community provisions provide patent protection for basic chemicals, active ingredients and several substances ordinarily imported by the majority of industry sectors. Industries most favored by these measures are those in the agricultural chemical, pharmaceutical, veterinarian, cosmetics and food processing sectors, which could then lead to new product development and investments in sectors with high consumption of industrial chemicals. Industrial investment and research and development will enhance future prospects in this sector despite current low economic, financial and trade indicators. The Colombian market may reach $6.2 billion if market conditions improve in the short run, i.e. in 2004. Colombia’s ability to compete in a global economy will depend on its ability to modernize and automate its industrial infrastructure. To increase sales of industrial chemicals, industrial investment is required in the food and beverage industry, the pulp and paper industry, the chemical industry and the majority of processing industries. Investment is also required in the areas of energy, oil & gas, coal, water supply, water and wastewater treatment, and the application of environmental technologies.

U.S. suppliers have good opportunities to maintain their average share of the market for industrial chemicals if moderate expansion levels by some private firms in the petrochemical and chemical sectors are maintained. The two major refineries in Barrancabermeja and Cartagena will continue to be modernized, and there are firm plans for constructing at least one new refinery on Colombia's Caribbean coast.

Also contributing to opportunities for market growth in this sector are projects in the areas of water and wastewater treatment, pulp and paper, electric and gas utilities, petroleum refining, plastics production, metalworking, automotive assembly, food and beverage processing, water supply, and environmental technologies.

Industrial chemicals are used in a range of industries such as chemical processing, pulp and paper products, water treatment, oil drilling, textiles, synthetic fibers, soaps and detergents, primary metallurgy, electronics, plastics, pharmaceuticals, cosmetics, fertilizers, explosives, paints and coatings, and food and beverage production. A growing demand for industrial chemicals should result from more serious implementation of the environmental legislation on water treatment. Other positive signs for increased demand in the short term are steady growth rates in the soap, detergent, edible oil and margarine industries; intensive oil and gas exploration and exploitation; and the expansion and modernization of refineries and other petrochemical facilities.

The agricultural sector has maintained healthy growth due to greater efficiency in cattle and poultry raising, as well as in the production of oil palm, sugar, rice, corn, flowers and fish/seafood products. Agricultural chemical consumption has declined recently, however, due to heavy rains that have destroyed several crops and due to an international coffee price collapse (with lower production and exports). 

Data Table (in millions of U.S. dollars)

	
	2001
	2002
	2003*

	Total Market Size
	5,780.78
	6,000.28
	6,180.29

	Total Local Production
	4,448.05
	4,581.49
	4,718.94

	Total Exports
	1,037.93
	934.97
	963.02

	Total Imports
	2,370.66
	2,353.76
	2,424.37

	Imports from the U.S.
	802.90
	780.31
	803.72

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.00


*These statistics are based on unofficial estimates.

3.
TRAVEL AND TOURISM (TRA)

In 2002, approximately 561,000 passengers traveled from Colombia to the United States, of which an estimated 20 percent were non-Colombians.   These 467,000 Colombian visitors spent an estimated $654 million in the U.S., excluding airfares.  Colombia ranks 17th in the world on the list of top arrival-generating countries for the United States, and third among Latin American countries after Brazil and Venezuela.  Industry sources estimate that the flow of Colombian business travelers to the United States will increase by 3 percent annually over the next two years.  One key reason is the recently approved Andean Trade Preference-Drug Enforcement Agreement – ATPDEA, which grants additional tariff benefits to Colombia.   However, Colombian travelers face two significant barriers:  (1) exchange rate fluctuations (market exchange rate as of June 16, 2003 was Colombian Pesos 2,824 to US $1); and (2) the requirements and time needed to obtain a tourist visa (currently an eleven-month wait for an interview at the U.S. Embassy).

Colombians have 15 working days of statutory paid vacation per year.  Leisure travel usually takes place during school vacations from November to early February, during the week before Easter, and from June to early September.  Traveling purposes can be categorized as follows: business (including conventions/trade shows) (50 percent); sightseeing/amusement and theme parks/shopping (35 percent); and visiting relatives/friends (15 percent).  Currently, 80 percent of Colombians travel on a repeat basis.  The average expenditure of a Colombian traveler is $200 per person/day (excluding airfare), and the traveler spends an average of seven nights in the U.S.

In 2002, the United States received a 40 percent share of the outbound travelers from Colombia, followed by South America with 25 percent, Central America (including Mexico and the Caribbean) with 22 percent, and Europe receiving 11 percent.  The main U.S. gateway for Colombians is Miami, with approximately 369,568 arrivals (63 percent); followed by New York City with approximately 63,779 (11 percent); then Houston with approximately 34,665 arrivals (6 percent); Atlanta with approximately 37,765 arrivals (6 percent); and others, including Los Angeles and Newark, with approximately 73,357 (14 percent).
Data Table (in millions of U.S. dollars)

	
	2001
	2002
	2003*

	Total Market Size
	1,466.0
	1,535.0
	1,581.0

	Expenditures of Colombian travelers in the USA
	610.0
	654.0
	674.0

	Expenditures of Colombian travelers in the rest of the world
	856.0
	881.0
	907.0

	Exchange Rate (year end)
	2,291.18
	2,864.79
	3,100.0


* The above statistics are unofficial estimates.

4.
AIR CARGO SERVICES (AVS)

Growth prospects for air cargo services in Colombia are expected to remain favorable in the foreseeable future.  The total annual air cargo market is expected to increase by 12 percent over the next two years.  The government and private sectors have optimistic forecasts based on expectations of recovery of the economy and mainly to the new ATPDEA, which now includes products that were not previously exempted from U.S. import duties. In fact, Colombian total exports grew by 6.5 percent during the first quarter of 2003 over the same period in 2002, impelled by an increase of 16 percent of Colombian exports to the United States.  Some of the product categories traditionally transported by air, which led the recovery of Colombian exports during the first quarter of 2003, were flowers, textiles, apparel, and footwear. 

The United States is Colombia’s main foreign trade partner.  During 2002, an estimated 40 percent of total Colombian imports came from the United States.  During this same period, the United States was the market for an average of 43 percent of total Colombian exports.

Total air cargo transported during 2002 was 523,000 tons  (including domestic services).  Total outbound air cargo during the same year amounted to 260,000 tons.  The U.S. was the destination for nearly 72 percent  (186,000 tons) of this total.  Flowers accounted for approximately 155,000 tons (80 percent) of total outgoing air cargo to the United States.  Total inbound air cargo in 2002 was 141,000 tons, of which nearly 57 percent  (80,000 tons) came from the U.S.

There will be other opportunities available for services and products of U.S. companies in the air cargo sector over the next few years.  U.S. service firms can offer strategic planning and consulting, such as services: technical support and technology-transfer services, and solutions and hardware for merging and consolidating airfreight operations.

Ninety-nine percent of international air cargo transported in 2002 was handled through the  country’s four main airports as follows: Bogota, 79.4%; Medellin (Rionegro), 11.1%; Cali, 5.9% and Barranquilla, 1.8%.

Data Table (in thousand of tons)
	
	2001
	2002
	2003*

	Total Market Size
	476.0
	523.0
	588.0

	Total Local Cargo
	104.0
	122.0
	140.0

	Total Outgoing Intl. Cargo
	245.0
	260.0
	286.0

	Total Incoming Intl. Cargo
	127.0
	141.0
	162.0

	Incoming Cargo from the U.S.
	87.0
	80.0
	88.0

	Outgoing Cargo to the U.S.
	185.0
	186.0
	214.0


* The above statistics are unofficial estimates.

5.
FINANCIAL SERVICES  (FSN)

The conditions and prospects for financial services in Colombia creates a strong market for U.S. service providers and investors. The Colombian financial system is relatively large in comparison to the nation’s gross domestic product. It is highly sophisticated and has many institutions with state-of-the-art technology. However, financial services are still very costly and intermediation remains, by far, the most important financial activity. 

The financial sector in Colombia has been evolving from specialisation to a scheme of subsidiaries, in the process toward a multi-banking system. From 1993-1997, the system registered a credit boom but a deviant speculative bubble was in evolution.  This resulted in the financial crisis of 1998-2000. New reforms have been implemented to cope with this crisis.  They have fostered the conversion of mortgage banks into commercial banks. About one-third of total banking and non-banking institutions have been forced to merge, close or have been taken over. Many of the weaker financial institutions are now affiliated with more experienced and financially sound owners.
Still, experts consider that the Colombian financial system has neither reached its ideal size, nor attained the multi-banking scheme. Further downsizing and operational cost reductions in the coming years are needed. Recent capitalisation returned stability to the sector.

In the last two years, the Colombian financial system has shown positive signs of recovery. After recording losses in 2000, and a modest recovery in 2001, financial sector profits totalled $379 million in 2002. The medium-term outlook for the financial sector is bright.

Privatization of public-owned financial institutions is almost complete. Three government-owned banks (Bancafe, Banco Granahorrar and Banco del Estado) are still in the process of privatization.  In line with the modernization of the financial sector, in July 2001 the three stock exchanges of the country merged, creating The Bolsa de Valores de Colombia (the Colombian Stock Exchange).  Increased levels in stock trade are in part due to the consolidation obtained through this merger.

Since the early 1990s, Colombian authorities have encouraged foreign participation in the sector as the best way to increase competition and reduce spreads between borrowing and lending rates. The Foreign Investment Code generally permits free foreign investment in all sectors of the economy. Foreign direct investment in Colombia’s financial system for the period 1999-2000 totaled $676 million. This sum represents 30 percent of total capital inflow.

The financial industry is benefiting from technology transfers and increased efficiency brought by foreign investors. Although access to financial services has improved, in particular Internet transactions, Colombia is far from reaching the standards of more developed countries. The outlook for sophisticated financial services is very positive. The sector's goal is to expand its financial services in order to turn the market into a more efficient and competitive industry.
Internet banking is booming; transactions have increased 1,652 percent in the last four years. Banks offering this service expect significant growth, particularly so when only seven percent of utility bills, taxes and other payments are made electronically. Despite the fact that access to financial services has improved, in particular Internet transactions, Colombia is far from reaching the standards of more developed countries. The outlook for financial services beyond traditional operations is very positive. 

According to the Banking Superintendent, the Colombian financial system is composed of 28 commercial/mortgage banks, of which 23 are privately-owned and five state-owned, five financial corporations, 25 commercial finance companies including leasing companies and six pensions and severance fund managers. Financial institutions with foreign ownership include six mix banks (with Colombian and foreign capital), and three foreign banks (Citibank, Bank of Boston, and ABN-Amro Bank).

The Banking Superintendent also supervises 103 representation offices of foreign banks, 30 trust companies, six financial warehouses, nine foreign exchange dealers, 41 insurance companies, and five capitalization companies. Other entities under the control of the Banking Superintendent include insurance brokers, representation offices of foreign reinsurance companies, savings & credit cooperatives and several other state-related quasi-financial institutions.

The Colombian Financial System-2002

	Balance


	Total System *


	Private Sector

 
	Private Domestic Sector
	Private Foreign Sector
	Public Sector


	Cooperatives


	Special 

Govern-ment

Entities

	
	US Millions
	US Millions
	US Millions
	US Millions
	US Millions
	US Millions
	US Millions

	Assets
	31,495
	25,593
	20,348
	5,244
	5,758
	124
	6,770

	Liabilities &

Net Worth 
	31,495
	25,593
	20,348
	5,244
	5,758
	124
	6,770

	Liabilities
	27,984
	22,563
	17,903
	4,660
	4,940
	91
	4,567

	Net Worth
	3,533
	3,029
	2,445
	584
	719
	33
	2,202

	Gains/Losses
	379
	297
	303
	-6
	76
	7
	216


*Excluding Special Government (Mezzanine) Institutions. Source: Colombia’s Banking Superintendent
6.
AUTOMOTIVE PARTS AND ACCESSORIES (APS)

The Colombian automotive sector experienced a significant recovery during the 2001-2002 period.  The local automotive trade sources estimated total worldwide imports of automotive parts and accessories in 2002 at approximately $763.1 million.  The United States continues to be Colombia’s major supplier of automotive parts and accessories, with 30 percent of the total market.  In 2002, imports of automotive parts and accessories from the U.S. were approximately  $228.9 million.

The Colombian market for auto parts is expected to expand in the mid to long-term as the economy regains growth in 2003 by the reinforced automotive Andean Common Market, which is estimated at 300,000 units.  In 2002, motor vehicles annual sales increased by 13 percent from 100,947 in 2001 to 115,431.  Local trade sources estimate that in 2003 annual sales of motor vehicles will be around 120,000 units.

Demand for imported automotive parts and accessories will continue to grow, and the growth created by international trade agreements (such as the Andean Common Market, Mercosur, G-3, and other bilateral agreements) could mean more opportunities for U.S. imports of automotive parts and accessories.  Another project that may increase imports of automotive parts is “Transmilenio”, a metro bus transportation system for the city of Bogota.  Launched in December of 2000, the system will require ongoing maintenance and repair of approximately 5,000 vehicles.  New "Transmilenios" are being planned for other major Colombian cities such as Cali, Barranquilla, Pereira and Cartagena.

Data Table (in millions of US dollars)

	
	2001


	2002


	  2003



	Total Market Size               
	1,045.1
	1,053.7
	1,126.6

	Total Local  Production
	525.9
	499.6
	529.5

	Total Exports
	209.7
	209.0
	219.4

	Total Imports
	728.9
	763.1
	816.5

	Imports from the U.S.
	218.6
	228.9
	244.9

	Exchange Rate (year end)
	  2,291.18
	     2,689.79
	      3,100.0


These statistics are based on unofficial estimates.

7. 
COMPUTER HARDWARE AND SOFTWARE SERVICES (CSV/CSF)
Colombia’s computer hardware/software market amounted to $752 million in 2001, 807 million in 2002, and it is estimated to reach approximately $859.5 million in 2003.  Real growth of 6.5 percent is predicted from 2003 through 2005, with services growing about 11 percent.

The Colombian imported software market is estimated to have an annual value of $250 million.  The growth of PC software has been boosted by the constant growth of microcomputer sales, which can be used as an indicator to project the market for PC software applications.  The price of software for medium and large machines also includes high service costs.  As a result, it is difficult to separate services from software, since the same software publishers sell the software, the installation, set up and equipment integration, and the customizing of the product.

The applications that will see growth this year are related to CRM (Customer Relationship Management), e-business and ERP, among others.  This tendency exists because these technologies assist in the performance of essential tasks for organizations such as observing fulfillment in different areas, and thereby allows them to make wiser business decisions.

An important characteristic of the computer sector in Colombia is the continuous change in market share (in units and dollars) within the computer, peripherals, and software categories.  The Colombian market is composed mainly of PCs, networks, laptops and handheld computers.  Although microcomputer sales represented only 10 percent of the market a few years ago, they now represent more than 32 percent, followed by peripherals at 25 percent and software at 20 percent.  Related hardware (including servers) represented 10 percent; networking products, 8 percent; and maintenance services, 5 percent.

By the end of 2003, it is estimated that the number of computers in use in Colombia will exceed 3.5 million units. By 2005, the information technology sector will represent over 5 percent of GDP, with related services predicted to be at 40 percent of this total market.

Data Table (in millions of US dollars)

	
	2001


	2002


	  2003*



	Total Market Size
	752.0
	807.8
	859.5

	Total Local Production
	4.8
	8.0
	9.0

	Total Exports
	2.8
	3.2
	4.7

	Total Imports
	750.0
	803.0
	855.2

	Imports from the U.S.
	453.0
	481.0
	510.0

	Service
	226.0
	246.0
	260.0

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.0


*These statistics are based on unofficial estimates.

8.
OIL AND GAS MACHINERY AND SERVICES (OGM/OGS)

Colombia has potential reserves of up to 47 billion barrels of crude and natural gas distributed in eighteen sedimentary basins covering over 1,036,400 square kilometers. Seven of these basins have ongoing commercial production activity. The total area under exploration and production is estimated at 30 percent of the territory, leaving most of the country available for exploration activities. The prospectivity index in Colombia is approximately two wells per 1,000 square kilometers, one of the lowest in the world. Two- and three-dimensional seismic prospecting activities are still low (1,150 kilometers and 540 square kilometers, respectively in 2002).
As of the end of 2002, Colombia had some 1.6 billion barrels in oil reserves (down from 3.4 billion in 1992), and with an annual oil production rate of about 400 million barrels per year, reserves would last for four years, at which time Colombia would be a net importer of crude.  As a result, the Colombian government has made oil exploration a top priority, and one of the main challenges of the country is to achieve an average production level of around 900,000 barrels per day by the end of the decade. To reach this target, upstream investment levels should reach $2 to 4 billion, which should translate into the drilling of approximately 190 exploratory wells (most of them between 5,000 to 10,000 feet deep), in order to discover net reserves of approximately 2,400 million barrels of oil by 2010. 

There are several projects such as the Cusiana-Cupiagua gas treatment plant that will provide 180 million cubic feet per day (MCFD) from the Cusiana-Cupiagua fields to the inner Colombia markets by the end of 2006.  The plant will help reach the government’s objective to expand the estimated gas demand of 1,000 MCFD by 2013. Another project aims to increase production and could help satisfy Venezuela’s demand for natural gas via a new gas pipeline, as well as a potential project to export Colombian gas to Panama to provide fuel to the country’s electric power plants.

To attract needed investment, the Colombian government created new incentives, and is developing a comprehensive data bank that interested firms can consult to determine the areas for conducting exploration activities. Regulatory modifications introduced include reduction of royalty payments from a flat 20 percent of total production to a percentage that varies according to the volume of production and current international oil/gas prices. Other changes aim to reduce the government’s current 50 percent participation in profits after deducting royalties and costs.  This participation now fluctuates according to the size of the reserves discovered. 
The oil, gas and petrochemical sectors have several upcoming projects estimated at $2,000 million that could be very attractive to U.S. firms. These projects include a $628 million expansion of the Cartagena Refinery to increase daily capacity to 140,000 barrels, a  $730 to $1,260 million Olefins Cracking Plant, the $130 million Cusiana/Cupiagua Gas Treatment Plant,  $215 million for Barrancabermeja refinery products hydrotreatment plant, among other investments.

Best prospect equipment for the sector includes chemical additives for the drilling process; rotary rock drill bits; drill pipe for oil and gas; casing and tubing pipe; drilling rigs and collars; and other parts and components for oil and gas field equipment.

Data Table (in millions of U.S. dollars)

	
	2001


	2002 *


	2003*



	Total Market Size
	674.2
	693.2
	722.0

	Total Local  Production
	50.1
	52.2
	54.0

	Total Exports
	91.1
	91.0
	100.0

	Total Imports
	715.2
	732.0
	768.0

	Imports from the U.S.
	244.8
	385.8
	460.0

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.0


*These statistics are based on unofficial estimates.

9.
PLASTICS MATERIALS AND RESINS (PMR)

The Colombian plastics processing industry registered another positive year in 2002, despite the negative impact of Venezuela and Argentina’s economic and political crisis that resulted in significant reduction of exports to those countries.  According to the Industrial National Association, plastics products production grew by 9 percent in 2002 and total sales by 5 percent.   Real growth in the plastics sector should average four to five percent annually during the 2003-2004 period in real terms as the Colombian economy and local demand for plastic products grow and the export programs are accomplished.

The local demand of plastic materials and resins is estimated at 550,000 tons per year, assuming an apparent consumption of fourteen kilos of plastic products per capita. The bottling and packaging industries serving the food processing, health, cosmetics, industrial products, and lubricating products markets are the major clients for plastics materials and resins.  Additionally, the construction sector, another important plastic products’ end-user, grew by 5.8 percent. The above industries use approximately sixty percent of the total imported and locally manufactured plastics materials and resins.  Extrusion has the largest demand accounting for 64 percent of the market. Injection accounts for 16.5 percent; blowing 9.5 percent, with calendaring, thermoforming, and molding accounting for ten percent.

Despite production estimated of  $665.9 million in 2001 and  $699.2 in 2002, plastic materials and resins imports account for approximately 55 percent of the total market, with the U.S. market share averaging 38 percent for the 2001-2002 period.  There is a small amount of competition from Germany, Korean Republic and Mexico.  Propylene, styrene, polyethylene of 0.94 gravity or more, polyethylene of less than 0.94, linear low-density, polypropylene, polyvinyl chloride, and polyesters are the best prospects for imports into Colombia.  In 2002, U.S. plastic materials and resins imports to Colombia grew by five percent from $213.6 million in 2001 to $224.3 million in 2002.  For 2003, industry sources forecast that U.S. imports may grow by four percent as a result of the aggressive exports program carried by the local plastics association and the Colombian Ministry of Foreign Trade to open more markets to plastic products.  Colombia is still a large export market for U.S. plastic materials and resins.

Data Table (in millions of U.S. dollars)

	
	2001


	2002


	2003



	Total Market Size
	1,039.1
	1,093.9
	1,146.5

	Total Local  Production
	665.9
	   699.2
	   734.1

	Total Exports
	189.0
	    195.6
	   201.4

	Total Imports
	562.2
	   590.3
	   613.9

	Imports from the U.S.
	213.6
	   224.3
	   233.2

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.0


The above statistics are unofficial estimates.

10.
TELECOMMUNICATIONS EQUIPMENT (TEL)

Despite the recent contraction in the global telecommunications market, Colombia’s telecommunications sector has actually seen significant growth. Also, the major infrastructure investments necessary for cellular telephone systems and for penetration of the Internet have been made. 

The newest mobile telephony operator, PCS, Colombia Móvil, is getting ready to acquire the transmission equipment, telephone terminals, SMS, and voice mail platforms needed to build their new networks. The service is scheduled to start at the end of 2003. The budget for the first three years of installations is $550 million. So far only two contracts have been assigned to Siemens and Hewlett-Packard. Because Colombia Móvil has adopted GSM technology, there is great demand for GSM handsets. 

Bellsouth has launched the new CDMA technology, and Comcel is planning to launch its GSM technology during the third quarter of this year. Therefore there will be significant demand for handset replacements, as well as large numbers of new subscribers. U.S. providers should be aware that the major distributor of cellular phones in Colombia is Nokia, followed by Motorola.

Once broadband is widely deployed, U.S. equipment manufacturers must take advantage of this great market because carriers will need more switches, routers, fiber and other related equipment. 

The most promising sectors in the telecommunications market are digital, cellular and wireless telephone systems, data transmission equipment and fiber optic networks.

Data Table (in millions of U.S. dollars)

	
	2001
	2002
	2003*

	Total Market Size
	933.96
	927.71
	1,001.92

	Total Local  Production
	61.34
	66.24
	71.54

	Total Exports
	116.20
	113.26
	122.33

	Total Imports
	988.82
	974.73
	1,052.70

	Imports from the U.S.
	375.30
	226.14
	244.23

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.00


* These statistics are based on unofficial estimates.

11.
 ELECTRICAL POWER SYSTEMS (ELP)

The outlook for the Colombian electrical power sector is positive. Since 1993, the privatization and deregulation of the Colombian electric power sector has created opportunities for U.S. companies engaged in electricity generation, transformation, transmission, and equipment supply. 

However, future development perspectives on the electric power sector rely on government regulatory decisions on tariffs. It is necessary to introduce a more coherent policy between tariffs and the cost structure of firms. Efficiency of entrepreneurship, and market integration with the countries belonging to the Andean Community (Venezuela, Ecuador, Peru and Bolivia) in the short term, and with Central America countries are important in the mid to long term.

Good business prospects exist in generation due to a trend in the market to replace hydroelectric stations with gas-fueled thermal energy generators. This trend exists mainly because of the lower initial investment involved with the gas option. Transmission companies are looking to optimize their existing networks. Trade and distribution companies are focusing on loss reduction by acquiring and implementing leading-edge management and control systems technologies.  Cogeneration, the simultaneous production of heat and power, provides significant opportunities in Colombia, as many manufacturing industries in a variety of economic sectors have introduced cogeneration in recent years. 

On December 31, 2002, Colombia’s net electric power installation capacity was 13,470 MW – 301 MW over the previous year. Current installed capacity should cover electricity demand in the short term. However, a climatic phenomenon such as “El Niño” could cause an energy crisis in the short-term (2004-2005). New grid connections are urgently required, and investment opportunities are bright as new generation-installed capacity is also required.  Colombia’s electric power installed capacity through year 2010 would have to expand, as an optimistic increased demand target of nearly four percent yearly has been set based on a steady demand detected since 2000.  At close of 2002 power demand reached 44,811 GWh, which reflects a 3.3 percent increase compared to 2001, with an average daily demand of 126.05 GWh.

At close of 2002, Colombia’s power transmission system (STN) was comprised of 10,784.92 kilometers of 220-230 Kv transmission lines and 1,449.36 kilometers of 500 Kv transmission lines, plus two 75-Km 230 Kv interconnection lines under construction to link two bordering cities in Colombia and Ecuador.  There are also four 500 Kv substations and 66 substations of 500 Kv.  The national power transmission system is also connected with Venezuela through two 230 Kv lines. These two lines provide about 180 Kv aggregate transmission capacity during electricity shortage periods.

Expansion plans include the interconnection at 34.5 Kv between substations on the Colombian and Venezuelan borders planned to enter into operation in October 2003, and future interconnections with Peru and Panama as a result of country agreements for regional power interconnections, thus completing a 230 Kv electric power transmission corridor between Peru, Ecuador, Colombia and Venezuela.

The Colombian Ministry of Mines and Energy expects to open public tenders by mid-year for the construction of the first phase of a major electricity transmission project between the north Caribbean coast and central Colombia.  The entire project is estimated at $450 million U.S. dollars.  The project includes the construction of approximately 380 kilometers of transmission lines at 550 Kv and 230 Kv. The second phase includes the construction of nearly 770 kilometers of transmission lines at 550 Kv and 220 Kv, the construction of one substation and the expansion of three others.  Prospective contractors are expected to operate and maintain the infrastructure. Draft specifications are available for comments from the contracting agency – the Unidad de Planeacion Minero-Energetica/UPME  (Planning Unit for Mining and Energy) by accessing its website: www.upme.gov.co
Colombia’s Power Transformation:  Colombia’s power transformation capacity under the National Interconnection or Grid System known as SIN (Sistema Interconectado Nacional) reached 27,703.01 MVA at close of 2002 with the following capacities:  10,574.81 MVA at 110-115 Kv; 53.20 MVA at 138 Kv; 12,290 MVA at 220-230 Kv; and 4,785 MVA at 500 Kv.

Consideration for Colombian market opportunities for electrical equipment in general including turbines, transformers, motors and generators, industrial controls and switchgears relies on solid industrial investments, an increase in domestic demand and confidence, and performance of growth rates forecasted for 2003 and 2004.

Data Table (in millions of US dollars)

	
	2001


	2002


	2003*



	Total Market Size
	1,777.6
	1,754.8
	1,800.6

	Total Local Production
	662.8
	629.7
	642.5

	Total Exports
	189.2
	182.0
	175.1

	Total Imports
	1,304.0
	1,307.1
	1,333.2

	Imports from the U.S.
	391.2
	392.1
	400.0

	Exchange Rate (year end)
	2,291.18
	2,864.79
	3,100.00


* The above statistics are unofficial estimates.

12.
SAFETY & SECURITY TECHNOLOGIES AND EQUIPMENT (SEC)

The security business in Colombia attracts many multinational companies that see Colombia as a promising and highly profitable market.  End-users in Colombia have begun to understand the benefits involved in purchasing protection technologies both at a personal and corporate level.  Companies have also recognized that administering a business implies conducting surveillance and keeping control of people, information, and property.  Managers are also seeing the benefits of implementing security systems in the sense that they can reduce costs for the company while helping to generate a sense of discipline and to increase the security awareness level among employees.

Specifically, the demand for perimeter protection, intrusion detection, and panic button systems has grown to the point of becoming a priority for middle to upper class families, and also for a wide range of businesses.  The security industry that has emerged in Colombia in recent years has been experiencing steady growth. Top executives from both multinational and local firms have come to rely more heavily on different types of security equipment in order to protect their lives and property.

The Colombian market encompasses a wide range of technologies used to provide physical protection to facilities and residences.  Beginning with the outermost protection ring that most facilities should have, there are several options for perimeter security.  Some of the more popular ones are laser beams and pressure sensors that can detect when an intruder breaks a pre-determined invisible barrier.  Closing in on the facility itself, a wide range of vibration, aperture, and motion sensors are available in order to signal an intrusion.  Intrusion detection devices are usually linked to audible signaling systems in order to deter burglars.  Alarm systems work together with access control systems, in which both magnetic and proximity cards offer some of the more popular techniques employed in this area.

Biometrics is being used more each day as they allow for more reliable user authentication than just passwords and/or access cards.  Silent panic-button systems in residences and offices have become more and more common as they provide the option of discretely connecting to an emergency response service that will deploy a trained reaction team to the victim's location in coordination with the local police force.

Thefts at banks and commercial institutions remain a threat.  This situation accounts for the fact that electronic surveillance systems such as Closed Circuit Television (CCTV) is one of the most sought-after solutions for preventing and recording criminal actions against personnel and property.  Guard tour administration systems are also common in Colombia, especially if they offer the option of activating an alarm signal if a security officer does not show up on time at the next inspection post. 

The other major threat faced by companies in Colombia besides insecurity is the possibility of a fire starting at or taking place near a facility or installation, especially if they are located in a highly concentrated industrial area.  Consequently, fire alarm/protection systems appear as the logical complement to a perimeter-protection and intrusion-detection system.  The ongoing trend aims at the integration of all of the above-mentioned systems under common platforms provided by PCs and associated operating systems that allow for the centralization and optimization of security administration.

With the Internet reaching a larger segment of the population on a daily basis, companies and individuals have also become focused on protecting their information.  This sub-sector is promising, as there exist a continual increasing demand for information security.  Companies dedicated to this special niche of the security industry offer solutions that range from software programs (firewalls and anti-virus) to intelligent cards and devices that offer physical and logic protection for laptops and PCs, which preclude their unauthorized removal from company installations. 

Also in the mid-1990s, satellite location technology (GPS - Global Positioning System) emerged as the principal tool for managing and securing vehicle fleets.  Several companies began to develop different types of solutions with the same purpose--providing automatic vehicle location (AVL).  Transportation companies gradually became more and more interested, particularly as highway piracy became a serious threat.  Independent users have also become interested in this technology since some insurance companies offer discounts if vehicles are equipped with some type of vehicle location system.

Another sub-sector that has been traditionally productive and prosperous is that of vehicle and architectural armoring. Vehicle armoring ranges from light armoring for protection against light firearms and explosive devices, while architectural armoring secures doors, walls, and windows with high quality materials to prevent any type of hostile penetration.  Personal protection items such as armored vests also have a high demand in the local market.  This sub-sector relies extensively on the importation of materials such as “Kevlar,” but once the materials arrive in country, the production process is handled almost entirely by Colombian personnel. There are also good business opportunities for law enforcement equipment and accessories as indicated by recent visits from U.S. company representatives. 

Data Table (in millions of U.S. dollars)

	
	2001


	2002


	2003*



	Total Market Size
	184.1
	189.2
	192.8

	Total Local Production
	25.6
	26.3
	26.6

	Total Exports
	7.1
	7.2
	7.3

	Total Imports
	165.6
	170.1
	173.5

	Imports from the U.S.
	56.7
	58.1
	59.3

	Exchange Rate (year end)
	2,291.18
	2,864.79
	3,100.00


* The above statistics are unofficial estimates.

13. 
FOOD AND BEVERAGE PROCESSING AND PACKAGING EQUIPMENT (FPP)

In Colombia, the food and beverage processing and packaging equipment industry is privately owned, except for a few government distilleries.  Sector companies range from small family-owned enterprises to large Colombian, U.S. and third country multinationals such as Kellogs, Quaker, Nestle, Compania Nacional de Chocolates, Noel, etc.  The sector is an important component of the national economy that contributes approximately 12 percent to the GDP, and generates about 29 percent of the national industrial employment (155,000 direct jobs).  The sector is ranked as one of Colombia’s lowest risk sectors.

The Colombian total market for food and beverage processing and packaging equipment decreased by 14.6 percent from $125.9 million in 2001 to $ 107.5 in 2002.  The import market also decreased by 18.4 percent from $108.2 million in 2001 to $88.3 in 2002.  This decrease resulted from the country’s fluctuating economic situation in recent years; the slow down of investment projects caused by the significant reduction in the processed food products exports to Venezuela, which had been a major consumer of these products; and the sector’s characteristic cyclical equipment replacement.  Additionally, company mergers to improve the efficient use of installed capacity were higher than the implementation of investment in expansion plans.

However, it is estimated that the total market will recuperate during 2003 and will continue to steadily grow in subsequent years (2004-2006).  Growth rates estimates are based on several factors influencing the sector, such as the possible approval of the Free Trade Area of the Americas, which may be implemented in 2006.  If signed, this trade agreement would require investment in state-of-the-art technology and increased production capacity to face stronger competition in local and overseas markets. The sector’s large and medium sized companies are conscious of the measures necessary and have the financial capacity to start the process.  Additionally, there is a renewed climate to work for the country’s economic recuperation as shown in the statistics published by the ANDI, the largest industrial association, which indicate that during the first quarter of CY 2003 industrial production grew 5.6 percent more than during the same period of the previous year. Finally, exporters are actively and successfully working to open new markets for Colombian processed food products.

Despite the reduction in 2002 of the total market and import market for food and beverage processing and packaging equipment, Colombian imports from the United States decreased only by 1.5 percent (compared to the 18.4 percent reduction of the overall import market) and its market share grew from 26 percent to 31.5 percent during the same year.   Nevertheless, U.S. suppliers must closely monitor this market’s developments, enhance their presence in the local market by participating in trade events such as Agroexpo’s food processing exhibition, by contacting the increasing number of local entrepreneurs attending major international trade fairs in the United States, and by supporting their local representatives to maintain and increase their leading market share.

Data Table (in millions of U.S. dollars)

	
	 2001


	2002


	   2003



	Total Market Size
	125.9
	107.5
	127.0

	Total Local  Production
	32.2
	31.4
	39.0

	Total Exports
	14.5 
	12.2
	14.0

	Total Imports
	108.2
	88.3
	102.0

	Imports from the U.S.
	28.1
	27.8
	31.0

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.0


The above statistics are unofficial estimates.

14. 
MEDICAL EQUIPMENT AND SUPPLIES (MED)

The total Colombian market for medical equipment, devices, and supplies decreased by 1.2 percent from $207.3 million in 2001 to $204.8 million in 2002. This decrease is irrelevant considering the severe conflicts the country is undergoing and the pressure exercised on health institutions by a system emerging from deep reform and several economic recessions. This minimal change shows the stability of the health care sector’s demand for medical equipment, devices, and supplies. The confidence in the actions taken by the current administration of President Uribe-Velez is encouraging renewed economic enthusiasm in all aspects of the Colombian economy, including most of the major players in the health care system. The market is expected to grow between 4.5 to 5 percent per year from 2003 to 2006. 

The Colombian import market for medical equipment, devices, and supplies decreased 1.5 percent, from $182 million in 2001 to $179.2 in 2002.  For 2003, it is estimated at $188.1 million, and it is expected to grow at an average rate of five percent per year between 2004 and 2006. Although the United States’ participation decreased from 49 percent in 2000 to 44 percent in 2001, and declined again to 42.6 percent during 2002, it has continued to be, by far, the leading supplier of the sector. The United States is followed by Germany with 10.4, 12.6, and 11.4 percent respectively during the same three-year-period, and by Brazil with 7.7, 9.1, and 10.7 percent share during this same period. Prospects for U.S. manufacturers of medical equipment, devices, and supplies will continue to be strong with an expected average annual growth rate of 5.5 percent for the period 2004 to 2006, if the market experiences renewed energies and strategies. 

The sector maintains its traditionally high scientific level of diagnosis and treatment. Numerous types of transplants are routinely and performed mainly, in Bogota, Cali, and Medellin. A significant number of private and some public health care providers operate with state-of-the-art technology and continue to demand the most advanced medical equipment, devices, and materials.  Prospective U.S. exporters have the advantage of brand name recognition and traditional end-users’ acceptance; however, they must consider the many changes resulting from the reforms and the sector’s restricted economic resources in developing marketing strategies and finding attractive financing terms and conditions.  Demand is also encouraged by a nascent, but growing trend to export health care services to surrounding countries and to the growing Hispanic population of the United States.  Patients are attracted by lower costs and good services.  The medical specialty most favored by this trend is planned surgery with its complete spectrum of transplants, eye, reconstructive, and cosmetic surgery, etc.

Several private EPSs (Colombian equivalent of U.S. HMOs) have surpassed the economic equilibrium point and have started to be profitable. Those that have not been able to reach the equilibrium point have closed, merged, or are in the process of closing. The economic advance of the EPSs is slowly improving the speed of payments to service providers (Instituciones Prestadoras de Servicios – IPSs – institutions such as hospitals, clinics, laboratories, etc.). A better cash flow will permit these health care institutions (IPSs) to implement technology upgrades and expansion programs.

The trend by EPSs to reduce costs by directly providing services continues to grow.  There is a steady effort to establish their own hospitals, clinics and laboratories; or to expand the capacity of their currently operating institutions. 

From 2004 through 2006, the major market demand will be for high-tech equipment related to preventive health care, such as laboratory equipment, early diagnostic equipment and other such devices. This demand will be followed by the demand for treatment equipment and instrumentation, such as that used in radiotherapy and surgery. 

The health care import market also offers opportunities for information technology products that meet the requirements for health care system management, individual and global information, at both the national and institutional level.

Data Table (in millions of U.S. dollars)

	
	2001


	2002


	2003



	Total Market Size
	207.3
	204.8
	215.7

	Total Local  Production
	54.0
	56.5
	60.0

	Total Exports
	 28.7
	30.9
	32.4

	Total Imports
	182.0
	179.2
	188.1

	Imports from the U.S.
	80.1
	76.3
	80.5

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.0


The above statistics are unofficial estimates.

15.
 APPAREL (APP)

Colombia's textile and apparel industries operate with some degree of self-sufficiency.  However, they also rely on imports of technology, machinery, non-cotton fibers and fabrics, raw materials for synthetic fibers and fabrics, and a few sundry items (buttons, hardware, accessories).  Colombian factories are changing their working operations to offer full package instead of 807 (ensemble), depending on specific orders from foreign contracting firms. However, Colombian companies can offer both deals. Manufacturers continue to develop technology and redesign production to raise their levels of productivity and competitiveness in markets abroad.

In the first three months of 2003, Colombian exports under U.S. ATPDEA  - especially apparel - grew by 39 percent.  ATPDEA exports through 2006 are estimated at $2.5 billion by the 62 percent of Colombian manufacturers currently exporting to the United States. U.S. exports to Colombia grew by 25 percent to support this sector, primarily U.S. textiles, fittings, etc., plus logistics. Small and medium size companies with little experience in foreign markets are receiving help to improve their performance and explore their export potential to benefit from the U.S. ATPDEA agreement. However, in order for Colombia to take advantage of this agreement, companies must upgrade their technology and new equipment purchases from the U.S. are expected.

Accounting for about 2.0 percent of Colombia's GDP, the textile and apparel industries are an important component of the domestic economy. With the internationalization of the economy, productivity and specialization are familiar concepts in the garment industry, as are re-engineering and downsizing; approximately $500 million has been invested in equipment and modernization processes in the last five years. 

Colombian import and customs controls on foreign textiles and apparel from Asia and Panama have improved greatly.  Invoicing, dumping, and contraband have negatively impacted the textile and apparel industries for years.  However, increased export promotion, opening of new markets and governmental protective measures against foreign unfair competition are diminishing further damages to these industries.

Colombians are familiar with U.S. shopping malls, retail stores, and outlets.  While visiting the U.S., many select and order merchandise for their stores and boutiques in Colombia.  Purchasing agents and employees from department stores and hypermarkets frequently travel to the U.S. and Europe in search of new products.  Colombians are also familiar with U.S. trade and fashion shows, and knows the wholesalers.  Colombian consumers have shown a preference for good quality foreign styles, designs, prints, and prices.

Consumer spending on apparel varies according to income.  Middle and high-income families tend to buy good quality products from Colombia, the United States, and Europe.  Lower income families tend to buy low-priced Colombian apparel and inexpensive Asian and other third-country products.  Many consumers still buy contraband fabrics and apparel; middle-income families buy both Colombian and foreign irregular, off-season, and used clothing (to a lesser degree now since used-clothing imports are restricted).  The counterfeiting of apparel and brand name labels in Colombia has been a major problem for years, especially for Levi's jeans, which are produced in Colombia under a licensing agreement, both for export and for the domestic markets.  

Best prospects include mostly man-made fibers, men’s, boys’, women’s and girls' clothing, including sweaters and pullovers, swimwear, dresses, suits, ensembles, overcoats, anoraks, silk ties, shirts and blouses, t-shirts, tank tops, trousers, and shorts; and also women’s and girls' lingerie including pantyhose, tights, stockings, hosiery, brassieres and panties.

Data Table (in millions of US dollars)

	
	2001


	2002


	  2003*



	Total Market Size
	828.10
	895.4
	1,126.5

	Total Local Production
	1,325.4
	1,338.7
	1,673.4

	Total Exports
	559.4
	504.2
	605.4

	Total Imports
	62.1
	60.9
	58.5

	Imports from the U.S.
	21.2
	15.4
	13.5

	Exchange Rate (year end)
	2,291.18
	2,864.79
	3,100.00


* The above statistics are unofficial estimates.

16.
CONSTRUCTION AND MINING EQUIPMENT (CON/MIN)

The Colombian economy has been recovering slowly from the recession experienced between 1998 and 1999 when gross domestic product (GDP) growth rates dropped by 4.3 percent and the economy actually showed negative growth rates for the first time since 1931. The country’s economic recovery now looks solid, with a GDP growth rate of 3.8 percent in the first half of 2003, and prospects are growth will continue at those levels during the second quarter.  Government and industry sources are optimistic about the overall outlook for the country. President Alvaro Uribe assumed power in August 2002 and has undertaken a series of economic and political reforms aimed at reducing government size and spending, strengthening social programs, and resolving chronic terrorist and drug-related violence that has affected Colombia for decades.

The country’s recession affected investment in key economic sectors including the construction and mining industries, as revealed by large reductions in machinery imports during 2002. The Colombian government is continuing its efforts to improve the condition of its road network, facing challenges such as a high degree of deterioration, a lack of maintenance, and insufficient geographic coverage. Major investments in this area are needed to reduce the current excess costs in transportation expenses, since roads are used to transport the vast majority of the country’s cargo. At the same time, the government intends to develop an important program to promote navigation on the 1,600-kilometer Magdalena River running through the heart of the country.

President Uribe intends to reduce the critical highway system’s deterioration by bringing in new private sector investment and by allocating collected tolls to highway maintenance and rehabilitation efforts.  The National Highway Institute expects to accelerate the development of several concession projects (affected by corruption problems, lack of adequate funding, and lower-than-expected toll collections) to maintain its 16,500-kilometer road network. The Ministry of Transportation estimates that Colombia has more than 70,400 kilometer of roads that fall under the jurisdiction of state and municipal entities, many of which have not met their required maintenance and rehabilitation investment levels.

Additional construction investments involve state and city road networks, especially for mass-transportation networks with the use of articulated-buses such as the internationally-acclaimed Bogota Transmilenio system. This innovative bus system will soon reach the industrial area of Soacha and additional new routes within the city. Other Colombian cities that may implement the Transmilenio system include Cali, Barranquilla, Pereira-Dos Quebradas, and Cartagena. 

The government also is developing measures to reactivate the housing sector (aiming to build 400,000 new housing units by 2006) and to enhance buyer credibility in the financial system, thus attracting new investment in this key industry sector, and helping to reduce current levels of unemployment. Announcement of these government measures has resulted in improved market conditions, such as the revaluation of existing housing units; an increase in construction activity (especially new units) in large urban areas; and the introduction of low interest rates and favorable conditions to acquire new or used housing, among others.

Coal reserves in Colombia are estimated at 6.6 billion metric tons (about 40 percent of Latin American coal reserves) making the country the fourth largest coal exporter in the world with more than 43.9 million tons in 2001. Coal increased its share of total Colombian exports and became the second most exported product after oil. Colombia also produces large amounts of gold, emeralds, nickel and other mining products.

The Colombian mining sector suffers from security problems, but continues to be an attractive investment market, especially after a large coal company announced that it had discovered more than 900 million tons of coal, doubling the company’s reserves. Industry sources expect the company to announce additional discoveries by mid-2003. The company expects to increase exports to more than 20 million tons per year by 2007 (up to 30 million tons by 2011) with an additional investment of US $1,000 million. Another large coal company expects to increase its production to 28 million tons by 2007 and is working on plans to expand its production to 41 million tons per year after that. 

The new national mining code, Law 685 of 2001, and the revision of the national mining development plan (PNDM) are leading to faster development of new mining projects and helping the government achieve its goal to increase Colombian exports. Several mining products, especially coal, are best positioned to reach this objective. The government is developing an exploration plan to cover more than 120,000 square kilometers of promising areas, including geophysical and geo-chemical prospecting that could allow a better understanding of mineral potential and attract private partners.

Most Colombian mines are open-pit mines, although there are some minor underground mining operations. Best prospects for mining equipment include shovels, excavators, front loaders, tracked tractors, and related equipment and parts. 

Data Table (in millions of U.S. dollars)

	
	2001


	2002


	2003*



	Total Market Size
	129.4
	78.0
	85.0

	Total Local  Production
	8.0
	8.0
	8.0

	Total Exports
	28.2
	9.9
	11.0

	Total Imports
	149.6
	79.9
	88.0

	Imports from the U.S.
	105.9
	46.1
	48.0

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.0


*These statistics are based on unofficial estimates.

17.
POLLUTION CONTROL EQUIPMENT (POL)

Environmental investments in both the public and private sectors continue at a standstill due to the country’s economic crisis (the Colombian economy only grew 1.6 percent during 2002), but government and industry sources are optimistic about the overall outlook for the country, especially since President Uribe assumed power in August 2002. He has undertaken a series of economic and political reforms aimed at reducing government size and spending, strengthening social programs, and resolving chronic political and drug-related violence that has affected Colombia for decades.

Nearly 25 percent of Colombia’s population (10.1 million) lacks aqueduct services, and 40 percent lack sewerage (16 million), especially in the rural areas. The country’s coverage of potable water reach 95.4 percent of the total urban population, sewerage coverage reach 83.5 percent of the population. For the country’s rural areas the situation is different: aqueduct service coverage reaches 44.2 percent and sewerage coverage only reaches 21.1 percent of the total rural population. The regulatory agency CRA estimates that nearly 45 percent of the treated water (by the country’s 1,800 water utilities) is not accounted for; it is produced but not paid for by the users, therefore creating a large problem for utilities and users, since it hurts future investments. 

Government sources estimate that the country needs to make environmental investments in the range of  $3.3 to  $3.4 billion per year to maintain an adequate level. The World Bank estimate annual investment needs in aqueduct and sewerage systems to be $700 million, or about $1,000 million per year if wastewater treatment plant needs are included.

The Ministry of the Environment considers that close to eighty percent of Colombian municipalities dispose untreated wastewater into rivers or lakes. Colombia is a regional leader in the development and implementation of a wastewater pollution charge or fee (tasas retributivas) but only a few environmental agencies have established regional funds to finance wastewater treatment facilities. Cities such as Bogota and Medellin, are building wastewater treatment plants or other disposal systems. Cartagena is developing plans for a submerged outfall system with World Bank funding. Other cities are developing plans for such treatment systems.

Colombia is undergoing serious market initiatives aimed at promoting the use of renewable energy sources, especially for non-grid, isolated areas. Efforts are underway to promote private ventures in the areas of solar, wind, and small-hydro systems (including run-of-the-river projects). If successful, the effort would allow the use of energy in sustainable community projects. Empresas Publicas de Medellin has awarded Germany’s Nordex Energy GmbH a 17-million-Euro contract to supply 15 wind turbines ($27.8 million) for the 19.5 MW Jepírachi wind power project, the first of its kind in Colombia.

Regulations regarding air pollution and solid and hazardous wastes are being developed at a time when public financing is almost non-existent, and enforcement has traditionally been lacking. A major obstacle to the sector’s growth is the current fiscal deficit that affects the availability of resources from the government budget and smaller investments from private entities. Most public sector funds are expected to come from transfers from the electric power sector, and the collection of royalties, taxes, and other contributions from the so-called “green markets”. New financing arrangements for the private sector include new credit and tax incentives like sales and income tax exemptions for environmentally sound technologies, new economic instruments and pollution charges, carbon dioxide sequestration options, and other stock market alternatives. 

Best prospects include water and wastewater treatment plants, water pollution monitoring and control equipment, solid waste hauling and disposal equipment, air pollution monitoring and control equipment, and environmental services (consulting). The operation and management of municipal services such as providing potable water and collecting, hauling and disposing of solid waste offer good market opportunities for U.S firms.

Data Table (in millions of U.S. dollars)

	
	2001


	2002


	2003*



	Total Market Size
	105.7
	116.0
	90.0

	Total Local  Production
	3.5
	4.0
	4.0

	Total Exports
	8.4
	5.0
	5.0

	Total Imports
	106.9
	88.6
	91.0

	Imports from the U.S.
	67.9
	55.3
	56.0

	Exchange Rate (year end)
	2,291.18
	2,689.79
	3,100.0


*These statistics are based on unofficial estimates.

