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Regional economic disparities in Colombia

Jaime Bonet and Adolfo Meisel*

ABSTRACT: This paper advances the analysis of regional income convergence in
Colombia, through the use of the income data recently estimated for the departments,
the main subnational political units. The results show a polarization process between
Bogotá and the rest of the departments. The preponderance of Bogotá during the pe-
riod analyzed is also discussed: its per capita income is more than double that of the
national average, and more than eight times the per capita income of the poorest de-
partment, Chocó. Persistence in the departmental per capita income ranking is obser-
ved: Bogotá is always ahead, while the departments in the periphery are in the last pla-
ces. The findings lead to the conclusion that it is necessary to design policies to correct
the significant disparities in per capita income between Colombian regions.

JEL classification: O18, O47, O54, R11, R12.
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Disparidades económicas regionales en Colombia

RESUMEN: Este trabajo avanza en el estudio de la convergencia en el ingreso regio-
nal en Colombia a través del análisis de las cifras de ingreso calculadas reciente-
mente para los departamentos, la principal unidad política subnacional. Los resulta-
dos muestran un proceso de polarización entre Bogotá y el resto de departamentos.
La supremacía de Bogotá durante los años de estudio también es discutida: su ingreso
per cápita es más del doble de la media nacional y más de ocho veces el observado
para el Chocó, el departamento con menor ingreso. Esta situación persistió a lo largo
de todo el período: Bogotá se consolidó a la cabeza de los ingresos regionales per cá-
pita, mientras que los departamentos de la periferia se mantuvieron en los últimos lu-
gares. Estos hallazgos obligan a pensar en la necesidad de establecer una política de
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Estado orientada a corregir las enormes disparidades observadas en el ingreso per cá-
pita entre las regiones colombianas. 

Clasificación JEL: O18, O47, O54, R11, R12.

Palabras clave: Convergencia, polarización, disparidades, ingreso, región, Colombia.

1. Introduction

Colombia has been seen as a country composed of relatively distinct regions. The ge-
ographical and topographical conditions have been mentioned as the main cause for
the low integration. As a result, transportation costs are high and accessibility is low,
compared to European or North American standards.

The evolution of the disparities in regional per capita income in Colombia has
been a subject of analysis since the 1990’s. Basing themselves on the neo-classical
methodology for examining the convergence of incomes1 (Barro and Sala-i-Martin,
1992), a great number of studies in this field have been carried out in the country in
recent years2. In general, the findings of most of these studies indicate that Colombia
has gone through a process of polarization of regional incomes. 

In contrast, Mauricio Cárdenas has insisted on the existence of a process of con-
vergence in departmental per capita income, even though his results have some con-
tradictions3. For example, in a recent publication, Cárdenas (2005) argues that the
disparities in income levels of the departments have fallen since 1970, since the ratio
between per inhabitant gross domestic product of Bogotá (the richest territorial en-
tity) and that of Chocó (with the lowest income), fell from 6.7 in 1970 to 3.6 in 2000.
However, he also shows that the coefficient of variation in per capita GDP increased
between 1970 and 2002. 

One of the limitations of this debate is that there did not exist, until recently, a di-
rect measurement of departmental per capita income. As a result, previous analyses
used the departmental gross domestic product estimated by the DANE (National Ad-
ministrative Statistical Department) as a proxy for income. Thus, previous discus-
sions about the process of convergence in departmental per capita income had se-
rious limitations, especially because the data on GDP do not reflect well the level of
prosperity of the regions. For example, the coefficient of the correlation between the
index of the quality of life –IQL– for 1993 and the per capita GDP for 2002 is barely
0.184.

This situation changed in 2006, when the Center for Livestock and Agricultural
Studies, CEGA from its Spanish initials, presented a new study in which it constructs,

62 Alegre, A. y Garau, J.

1 A pioneer work using this approach is Barro and Sala-i-Martin (1992).
2 Some of these studies are Meisel (1993), Mora and Salazar (1994), Birchenall and Murcia (1996), Ro-
cha and Vivas (1998), Bonet and Meisel (1999), Acevedo (2003), Ardila (2004), and Aguirre (2005).
3 See Cárdenas (1993), Cárdenas and Pontón (1993) and Cárdenas, Pontón and Trujillo (1993).
4 This correlation coefficient is statistically equal to zero.
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for the first time in Colombia, series of income, consumption and savings for what
are known as the old departments and Bogotá5. The estimates of CEGA represent an
important advance in the studies of regional growth in Colombia, because they allow
the researcher to directly analyze the income variable6. The measurement of gross de-
partmental income has a high association with the indicators for the quality of life. In
fact, the coefficient of correlation between real gross per capita departmental income
in 2000 and the IQL for 1993 is 0.7, which is significantly higher than what was ob-
served between the IQL and the departmental GDP7. 

Two main theoretical approaches can be identified to explain regional income dis-
parities. The neoclassical theory considers that the disparities in the per capita in-
come tend to fall in the long run. Since this model assumes perfect factors mobility
and decreasing marginal returns, capital and labor move to where there are higher re-
turns and, as a result of this process, convergence in regional incomes takes place. On
the other hand, the new economic geography states that there is a process of cumula-
tive causation in regional growth, which results in agglomeration economies in some
locations. Since growth is accumulative, prosperous regions will grow faster than
lagging regions, and disparities in regional incomes would be perpetuated.  

What has been argued about economies of agglomeration is that technological
and pecuniary externalities, often working together, create economic agglomerations.
Fujita and Hu (2001) argue that the major roles in the agglomeration forces are pla-
yed by transportation, face-to-face communications, and differentiation of products
and inputs.  Locations with geographical and historical advantages become the initial
places of agglomerations. Later on, the self-agglomeration, caused by increasing re-
turns to scale and positive feedback mechanisms, helps those locations to maintain
their leadership. The agglomeration of production can directly cause income dispari-
ties when there are barriers to the inter-regional labor migration or when, as is obser-
ved in developing countries, there exists a labor surplus in the economy. 

The aim of this article is to present new evidence for the debate about the conver-
gence of departmental incomes in Colombia. Our approach is more descriptive than
analytical. We introduce the new data on departmental income in Colombia to test the
convergence hypothesis. The document is made up of five sections. After analyzing
the spatial distribution of gross departmental income in the first section, the follo-
wing one focuses on the study of the disparities in gross per capita income. The
fourth one examines convergence on the basis of the use of some traditional measu-
res, as well as a number of techniques proposed by Quah (1996). Finally, the last sec-
tion presents our conclusions.

The analysis of the evolution of gross incomes per department enables us to esta-
blish several characteristics of the spatial distribution of the country’s development.
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5 Colombia is politically divided into departments, districts and municipalities.Before the Constitution of
1991, there were also intendencias and comisarias. The intendencias and comisarias are the new depart-
ments, and the departments that existed before 1991 are known as the old departments.    
6 CEGA (2006), Ingreso, consumo y ahorro en los departamentos de Colombia, 1975-2000, vol. 2, Sis-
tema Simplificado de Cuentas Departamentales, Bogotá.
7 This correlation coefficient is statistically different from zero.
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In the first place, we find a clear hegemony of Bogotá, with an increasing share of
gross national income, which rose from 30% in 1975 to 36% in the year 2000. Se-
cond, the importance of Bogotá becomes much clearer in the 1990’s, when one can
see a bimodal distribution in which Bogotá is found very far up one end of the scale
and the rest of the country is on the other end, with a process of downward conver-
gence. In fact, departments which formerly had per capita incomes above the natio-
nal average, like Antioquia, Atlántico, and Valle, now approach it, while the other
group of departments stays below it, with a tendency towards convergence. What is
more, the per capita gross income of the capital was, on average, more than double
the national mean. A third factor which is worth singling out is the persistence of
these disparities throughout the 25 years covered by the study: Bogotá stays at the top
of per capita incomes, while the departments on the periphery remain in the last pla-
ces: Caquetá, Cauca, Cesar, Córdoba, Chocó, Nariño, Norte de Santander, Magda-
lena, and Sucre. 

2. Spatial distribution of departamental gross income

Gross National Income (GNI) shows a high spatial concentration during the period
covered by the study (1975-2000). Three territorial entities —Bogotá, Antioquia, and
Valle— accounted for approximately two thirds of the total income of the country.
These territories began with 56% of total income in 1975 and finished with 60% in
2000. However, the supremacy of Bogotá over Antioquia and Valle should be pointed
out, because it increased in the course of the years under study. In 1975, the national
capital’s share of GNI was twice that of Antioquia, and three times that of Valle. By
2000, these differences widened to three times with respect to Antioquia and four ti-
mes with respect to Valle. 

A review of the distribution of the increase in gross national income (GNI) by de-
partment shows that Bogotá is the big winner. As may be seen in Graph 1, 40% of the
increase in the GNI during the period 1975-2000 was concentrated in the capital of
the country; it was followed by Antioquia (12.9%), Valle (8.6%), Cundinamarca
(4.3%), Atlántico (3.9%), Santander (3.5%), Bolívar (3.2%), and the New Departa-
ments (3.2%). Each of the remaining 17 departments had less than 2% share of the
total increase in GNI8. 

In accordance with their share in gross national income, the departments may be
grouped into four categories. In the first one stands Bogotá, which generated more
than a third of the total gross income. The second group is made up of Antioquia and
Valle, which registered shares that oscillate between 10 and 15%, but had a descen-
ding tendency during the period. The third group is composed of departments which
maintained their shares at a level close to 5%: Atlántico, Cundinamarca and Santan-
der. Finally, the rest of the departments registered shares of less than 3%, with a num-

64 Bonet, J. and Meisel, A.

8 The seven departments of the continental Caribbean region, which have 21% of the population, were
only responsible for 12.3% of the increase in gross income during the period 1975-2000.
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ber of extreme cases like Caquetá, Chocó, La Guajira, and Sucre, which registered
shares of less than 1%. With the exception of Bogotá and the New Departments, the
territorial entities showed decreasing or relatively stable trends. The entity which
wound up with the biggest slice of the cake of national income was Bogotá (see
Map 1).

3. Differences in departamental gross per capita income

The classification of departmental gross per capita income (GDIpc) is included in Ta-
ble 1. It shows the relative position of each department in 1975 and 2000, as well as the
rankings in that period. It also includes the absolute change in the GDIpc of each de-
partment, and the change in relation to the average variation in the per capita GNI.  

In absolute terms, Bogotá stayed at the top, with the highest GDIpc and the big-
gest increase. The nation’s capital was the only territory which showed an absolute
increase higher than the national average. At the same time, Chocó remained the de-
partment with the lowest per capita income. Whereas the absolute change in the
GDIpc of Bogotá corresponded to 243% of the change in the gross national per ca-
pita income (GNIpc), the change for Chocó was only 32% of the national average.
The two biggest winners in GDIpc were Caldas and La Guajira, which rose seven
places in the classification. However, the relative changes of those departments were
less than that registered in the GNIpc: the growth of Caldas was 86% and that of La
Guajira 94% of the average national increase. Other departments which improved
their rankings were Antioquia, Santander, Cundinamarca, Risaralda, Cauca, and
Magdalena.  

Regional economic disparities in Colombia 65

Graph 1. Percentage share of the absolute increase in gross national income 
by departaments, 1975-2000

Note: The sum of the increases equeals 100% and corresponds to the total increase of the GNI in the pe-
riod from 1975-2000.
Source: Estimates of the authors based on CEGA (2006).
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Map 1. Departmental share of GNI, 2000

Source: Authors’ estimations based on CEGA (2006).
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The biggest losers in the GDIpc were Bolívar and Meta, which fell four places in
the rankings. They were followed by Boyacá, Córdoba, and Caquetá, which cut down
three places, while Atlántico, Norte, and Sucre, fell by two. Within this group, the
smallest relative changes were in Córdoba, Caquetá, and Sucre, whose increases re-
presented, respectively, 32, 26 and 15%, of the total increase shown in the GNIpc. 

Finally, we use the Spearman rank correlation coefficient to test the correlation
between the ranks9. The null hypothesis in this test considers no association between
the rank pairs. Using the Colombian GDIpc rank in 1975 and 2000, the Spearman co-
rrelation was 0.91. Comparing to the critical values of this test, this correlation coef-
fienct allows us to reject the null hypothesis and, therefore, it can be stated that there
is an association between the rank pairs. In other word, we can argue that there is sta-
bility in the rank position of each territorial entity during the period.  

An additional indicator which helps us to study the relative evolution of depart-
mental incomes is the GDIpc as a percentage of the GNIpc. Several aspects of the
performance of this indicator during the period 1975-2000 should be emphasized. In

Regional economic disparities in Colombia 67

9 For more information in the Spearman ran correlation coefficient see Wackerly, Mendenhall and 
Scheaffer (1996), Mathematical Statistics with Applications, Fifth Edition, Duxbury Press. 

Tabla 1. Classification of the departments according to their departamental 
per capita gross income, 1975 and 2000

Source: Estimates of the authors based on CEGA (2006).
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Graph 2. Average annual growth rates of real departmental gross
per capita income , 1975-2000

Source: Estimates of the authors based on CEGA (2006).

the first place, Bogotá strengthens its hegemony, maintaining a GDIpc that is more
than twice the average income of the country (see Map 2). 

Second, two departments which began with incomes above the national mean in
1975 fell down in 2000 a position well below the initial one. Such is the case of
Atlántico, which fell from an income equivalent to 116% of the national mean in
1975, to 87% in 2000, thus becoming the department which suffered the largest re-
duction in the period. Another department with a poor performance is Valle. Its
GDIpc fell from the equivalent of 113% of the national average in 1975 to 98% in
2000. Other departments which suffered important losses were Caquetá, Meta, and
Sucre. Santander, the new Departaments, Risaralda, Boyacá, Huila, Bolívar, Cesar,
Norte, Magdalena, and Córdoba showed smaller declines.

A third element in the analysis of relative incomes is the important increase obser-
ved in La Guajira. In fact, the GDIpc of La Guajira rose from 32% of the GNIpc in
1975 to 56% in 2000. Other territories which strengthened themselves were Cundina-
marca and Caldas, which increased their income from 76 to 83% of the GNIpc, in the
case of the first, and from 65 to 73%, in that of the second. A third group of benefi-
ciaries is made up of Bogotá, Cauca, and Chocó, which registered relatively modest
increases.

The growth rates of the GDIpc included in Graph 2 indicate that La Guajira,
Chocó, Cundinamarca, the New Departments, and Bogotá, in that order, registered
the best performance. The most outstanding performance was that of La Guajira, with
a growth rate that was double the national average, which enabled it, as mentioned
above, to improve its relative position. The same did not occur with Chocó, which
despite having a growth rate that was 1.4 times the national average and improving
its relative income, stayed in last place among all the departments.
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4. Analysis of convergence

An initial approach to regional convergence is obtained from the indicators included
in Table 2. As is observed, the relation between the department with the highest
GDIpc —Bogotá— and the lowest —Chocó— was maintained over time. The same
occurred with the relation between Bogotá and the departments in the next four posi-
tions. In addition, the relation between both the maximum and minimum —Bogotá
and Chocó— and the national mean also remained the same throughout the period;
thus consolidating, in that way, a persistence of the regional disparities.

70 Bonet, J. and Meisel, A.

Table 2. Some relationships between the GCIpc

Graph 3. Sigma Convergence of departamental gross 
per capita income , 1975-2000

Source: Estimates of the authors based on CEGA (2006).

Source: Estimates of the authors based on CEGA (2006).
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10 The sigma convergence was estimated as the standard deviation of the logarithms of the gross depart-

mental per capita income and the Theil index as , where n is the number of territorial

entities and , where fi is the level of gross departmental per capita income in the territory i.si = f i / f i
i =1

n

∑

T = si log nsi( )
i =1
∑

To analyze the evolution of the convergence, we estimate two indicators traditio-
nally used in the literature on disparities in income: the sigma convergence and the
Theil index10. The results included in Graphs 3 and 4 indicate that it is not possible to
speak of a clear trend in convergence. While sigma convergence shows a small re-
duction falling from 0.44 in 1975 to 0.42 in 2000, the Theil index remained relatively
stable over the whole period, although it showed a minimum of 0.09 in 1979 and a
maximum of 0.12 in 1997. These contradictory results may be the result of the
weighting which is given to the different territorial entities in the estimate of the
Theil index, which is absent from the sigma convergence, where each territory is gi-
ven an equal weighting. The above evidence thus allows us to conclude that the result
of convergence is not robust for the type of measurement adopted.

Graph 4. Theil index of departmental gross 
per capita income, 1975-2000

Source: Estimates of the authors based on CEGA (2006).

With the aim of incorporating an estimate of the sigma convergence which re-
flects the demographic weight of the territorial entities, we have made a new calcula-
tion for this indicator, weighting it according to the share which each territorial entity
has in the total national population. The results included in Graph 5 show how the
analysis of the sigma convergence changes as soon as the weighting is incorporated.
It is worth mentioning two important aspects: in the first place, the absolute value of
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the disparity increases in every year that is studied, and, in second place, the conver-
gent trend noted in the non-weighted sigma indicator is not seen in the weighted indi-
cator. On the contrary, it shows a clear divergent trend throughout the period.

In addition, we have excluded Bogotá from the estimate of the value of the weigh-
ted and non-weighted sigma convergence to evaluate the impact of the capital district
on the value of this indicator. As can be seen in Graph 6, the conclusions are comple-
tely different when we exclude the capital. From the end of the 1980’s onwards, a
strong convergent trend is observed in the per capita incomes of the rest of the de-
partments. In a similar way, the polarizing role played by Bogotá in regional income
in Colombia is evident. Its performance, especially during the 1990’s, is the main
cause of the polarizing phenomenon registered in regional income.

To make a wider analysis of convergence, following Quah’s proposals (1996), we
have included other indicators. Quah believes that the traditional analysis of conver-
gence may not reflect the inner dynamics of the sampling, which is an important fac-
tor when it comes to define the kind of process it produces. It may happen that the
backward regions are, in fact, growing more than the prosperous ones, but this does
not necessarily guarantee a process of convergence in which the former catch up with
the latter. According to Quah, what is really important for convergence is how a re-
gional economy grows in relation to each of the others and not its growth in terms of
its own history. In this sense, the crucial factor in determining whether the backward
economies are really catching up with the most advanced ones is to understand the
nature of the interactions between the different regions.

To examine the dynamic of the distribution of the GDIpc among the different te-
rritories of Colombia, we have estimated the Kernel density function for the years

72 Bonet, J. and Meisel, A.

Graph 5. Sigma convergence of departmental gross per capita income, 
weighted and non-weighted, 1975-2000

Source: Estimates of the authors based on CEGA (2006).
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1975, 1980, 1990, and 200011. According to Rey (2004), the morphology of the distri-
bution helps one to understand the evolution of the disparities in regional income. In-
sofar as they can be seen in a dynamic context, changes in the form of these distribu-
tions may illustrate aspects of the process of regional growth.

Regional economic disparities in Colombia 73

11 For the estimate of this indicator, each density was rounded out with a Gaussian kernel and the width
of the band was chosen according to Silverman’s criterion. The calculations were made in Stata and the
departmental average of the GDIpc was standardized to the unit.

Graph 6. Sigma convergence of departmental gross per capita income, 
weighted and non-weighted, 1975-2000

Source: Estimates of the authors based on CEGA (2006).

Graph 7. Kernel of departmental gross per capita income in Colombia, 1975 -2000

Source: Estimates of the authors based on CEGA (2006).
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The density functions included in Graph 7 reveal three important aspects. In the
first place, one can see a polarization of the GDIpc with two groups whose differen-
ces widen over time. At one end, and high above the rest, we find Bogotá, which,
with the passage of time, stands farther away from the national mean. At the other
end are the rest of the departments, with some degree of convergence to the national
mean. In second place, the group of entities apart from Bogotá initially showed two
modes in their distribution. This is clearest in 1990. This reflected the fact that the de-
partments of Antioquia, Atlántico, and Valle, registered a GDIpc above the mean. By
2000, the distribution within this group becomes unimodal, indicating a process of
downward convergence for this group. The evidence supports the hypothesis of the
hegemony of Bogotá in Colombian regional income, with two clear peaks in the dis-
tribution: Bogotá and the rest of the country. Finally, the persistence of this distribu-
tion throughout the whole period should be emphasized. 

In addition, a Markov transition probabilities matrix was estimated to comple-
ment the analysis of the dynamic of the GDIpc. The elements of this matrix indicate
the probability of a department’s going through the transition from one level of in-
come from one moment t to another t + s12. The classes serve to discriminate the va-
lues of income by rendering them into fixed classes that stay constant through the pe-
riod under analysis. 

The results of Table 3 show that there is a high probability that a department
would remain in the same income class where it was at the beginning of the period. In
fact, the highest probabilities lie along the main diagonal of the matrix. In particular,
the values of the classes at either end are higher: there is a strong probability that the
richest and the poorest ones continue to be the same. In the case of the hegemony of
Bogotá, there is a 93% probability that the capital remains at this high level of in-

74 Bonet, J. and Meisel, A.

12 The estimates of the transition probabilities matrix for the interval s were obtained by accumulating
the empirical transitions over each interval s within the total period of the study and standardizing by the
number of regions that exist at the beggining of the period within each kind of income (Rey, 2004).

Table 3. Markov transition probabilities matrix, 1975-2000

Source: Estimates of the authors based on CEGA (2006).
Note: To define the income bands, the national average income was normalized to one. Tbe values above
one imply that departments included in that band have a per capita income above the national mean.
Those values below one have the opposite meaning. Each element in the matrix in the probability that one
deparment has of moving from its band in period t to the other bands in period t + s.
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come. Once again, the evidence supports the idea of a polarization, with the supre-
macy of Bogotá over the rest of the country. 

The Markov transition probabilities matrix has been subject to a number of criti-
cisms, because its results are sensitive to the definition of the income groups. The so-
lution which has been proposed for that limitation is the construction of stochastic
kernels, where the groups are allowed to tend to infinity. According to Quah (1997),
the stochastic kernel is a probability density function which describes the transitions
of a given value of income during the period under analysis. If the graph is concen-
trated along the 45 degree line, it is said that the elements in the distribution remain
where they began. If, on the contrary, the elements turn 90 degrees from the 45 de-
gree line and in a counter-clockwise direction, it is argued that substantial changes
have occurred in the sampling: the rich become the poor or vice versa. 

The stochastic kernel included in Graph 8 enables us to confirm a high persistence
in Colombian departmental gross per capita income, since most of the observations
are concentrated along the 45 degree line. That is, departmental incomes stay where
they began. Once again, the hegemonic pattern of Bogotá is repeated, with a much
higher income, and the rest of the country tends to converge towards a much lower
level of income. 

Regional economic disparities in Colombia 75

Graph 8. Stochastic kernel of departmental gross per capita income in Colombia,
1975-2000

Source: Estimates of the authors based on CEGA (2006).

Finally, we think it is important to single out the differences in the convergence
process between departmental gross per capita income (GDIpc) and departmental
per capita household income (GDHIpc). As can be seen in Graph 9, one may speak
of a process of convergence in the GDHIpc, but not in the GDIpc. Even though their
share has fallen during the period, households continue to be the main departmental
income-generating sector. However, the convergent trend in this segment is not re-
flected in departmental gross income. The above is evidence of a high polarization
among the other three components: government, non-financial corporations (NFC),
and financial corporations (FC).
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With regard to the role played by the decentralization process of the 1990’s in the
convergence seen in the GDHIpc, Graph 9 shows how that trend is registered since
the beginning of the 1980’s. That is, the convergence in the GDHIpc is a long-term
phenomenon and no break in this situation is shown during the 1990’s. There is no
evidence to support the argument that the decentralization process which took place
has accentuated the convergent process. 

We believe that the change in the trend of the convergence of home incomes and
gross incomes is related to the greater concentration of income of the other sectors in
Bogotá. This city concentrates 26% of home income, 49% of government income,
68% of the income of the NFC sector, and 80% of the income of the FC sector. As a
result, while the per capita income of Bogotá’s households is 171% of the mean of
that sector, its per capita incomes for government, non-financial companies, and fi-
nancial companies were 319%, 446%, and 527% of the national mean for each sector,
respectively (see Graph 10).

A possible explanation of the regional income polarization in Colombia is the in-
creasing concentration of economic activity in Bogotá. One of the salient features of
regional economic development in Colombia in the last four decades has been the in-
creasing importance of Bogotá in the urban network of the country. What had been
singular in Colombia up to the 1960’s was that urban growth was more or less equili-
brated among the four main cities (Gouëset, 1998). Beginning in the 1960’s urban
growth in Colombia has become more like the typical Latin American pattern of one
dominant city. While in 1960 Bogotá contributed with 14% of national GNP per-ca-
pita, by 2006 it had increased to 25%. If we include the neighbor department of Cun-
dinamarca, this share increases to 30%. 
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Graph 9. Sigma convergence in departmental gross per capita income and 
departmental per capita home income, 1975-2000

Source: Estimates of the authors based on CEGA (2006).
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The process which dominates the changes in Colombian income is the agglomera-
tion economies which have consolidated themselves around Bogotá. The economic
structure of the national capital has important forward and backward linkages, which
allow it to exploit significant economies of scale. The regions near the capital enjoy
the benefits of their proximity to the main national market. 

This phenomenon is not exclusive to Colombia. Krugman and Livas (1996) point
out that the main reason for the concentration of industry in the metropolitan areas of
Latin America is the forward and backward linkages which those places offer. The
advantages deriving from those linkages outweigh the disadvantages of such agglo-
merations, such as high salaries and rents, congestion, and pollution. In an applica-
tion of the model of Krugman and Livas to Colombia, Fernández (1998) found that
the linkages between sectors did, in fact, lead to an agglomeration around Bogotá,
which also had a big influence on internal transport costs. 

Another element which has contributed to the rapid growth of Bogotá in recent
decades has been the enormous growth of the Colombian state. While total govern-
ment expenditures as a percent of GNP were 8.8% in 1950, by 1997 they had increa-
sed to 37.2% (García and Jayasurita, 1997). Since Bogotá is the capital of the
country, it received a large share of the increase in burocracy and public investment. 

Although there was a decentralization of public spending during the nineties,
which increased the transfers from the central government to the local ones, Bogotá
continues being the main economic center in the country. In fact, some studies have
shown that transferences perpetuate the inequalities in the spatial distribution of re-
sources. Bonet (2006) considers that this behavior seems to be explained by a set of
factors: the allocation of a major portion of the new local resources to current spen-
ding (e.g. wages and salaries) instead of capital or infrastructure investments, the lack
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Graph 10. Per capita income of Bogotá as a percentage of the national mean 
according to institutional sectors and total, 2000

Source: Estimates of the authors based on CEGA (2006).
Note: FC = Financial corporations and NFC = Non-financial corporations.
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of a redistributive component in the national transfers, the absence of adequate incen-
tives from the national to the subnational levels in order to promote an efficient use of
them, and the lack of institutional capacity of the subnational governments. 

Wiesner (2003) argues that the critical policy link to enhance fiscal decentraliza-
tion gains can be identified in the fiscal and institutional governance structures con-
necting decentralized tax revenues and decentralized public expenditures. However,
this author recognizes that self-financing for local governments in Colombia would
be difficult to achieve under the actual tax legislation and the economic conditions in
some localities, particularly in the poor ones.

Wiesner (2003) points out that education and health, the key sectors in the Colom-
bian decentralization process, continue to be highly centralized either because natio-
nal funds are the main source of financing or because national labor unions actually
determine resource uses and policy priority. Although there have been some improve-
ments in the municipalities’ tax collection, transfers are still the main source of reve-
nue.  The ratio between revenue to expenditure at the local level indicates that depart-
ments and municipalities are strongly dependent on national transfers.  This relation
decreased, between 1984 and 2000, from 0.97 to 0.45 for departments, and from 0.76
to 0.44 for municipalities. 

5. Conclusions

This article advances the study of convergence in regional income in Colombia,
through the analysis of new data for departmental incomes calculated by the CEGA.
It contributes in several aspects of the debate on the convergence in the departmental
per capita incomes in this country. In the first place, it is evident that there is an eco-
nomic polarization between Bogotá and the rest of the nation. The above is particu-
larly strong in the case of the income generated by the government, non-financial
corporations, and financial corporations, where Bogotá concentrates, respectively,
49, 68 and 80 percent of national income. The supremacy of the capital district beco-
mes evident throughout the period under analysis, and particulary during the 1990’s. 

Second, no clear trend in the convergence of departmental gross income is detec-
ted. Once the indicator of the sigma convergence is weighted for population, the con-
vergent pattern observed in this indicator dissapears. While a process of convergence
in the income available to household is observed, it is not longer observable when the
incomes of the other components (governments, financial corporations, and non-fi-
nancial corporations) are added. The above indicates that the level of polarization in
those three components is large enough to change the trend observed with house-
holds. We believe that Bogotá plays a fundamental role, given the way in which the
income of these three components is concentrated in the capital of the country.

Finally, another characteristic that becomes clear from an examination of the evo-
lution of departmental income is the persistence of the disparities throughout the 25
years covered by the study. Bogotá stays at the head of the list of per capita incomes,
while the departments on the periphery remain in the last places: Caquetá, Cauca, Ce-
sar, Córdoba, Chocó, Nariño, Norte de Santander, Magdalena, and Sucre. In addition,
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Bogotá maintained a per capita income which was, on average, more than twice that
of the average income of the country and up to eight times that of the poorest depart-
ment, Chocó. 

From the point of view of economic policy, it might be argued that the latest re-
forms adopted in Colombia have tended to strengthen the agglomerative pull of Bo-
gotá. On the other hand, the policies which were expected to have an impact on re-
gional development, like decentralization, do not seem to have had a positive impact
on the long-term trends in regional inequalities. Contrarily, during the period in
which decentralization has been strenghthed, the concentration of the income of the
government, non-financial corporations, and financial corporations in Bogotá has in-
creased. These findings support the need to establish a State policy aimed at reducing
the enormous regional differences in per capita incomes prevailing in Colombia.
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