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How good are the employment data? 
 
 The unemployment rate in October hits historically low levels  

Unemployment levels were low in October, at 7.8% nationally and 8.7% in the 13 major cities, 
due to job creation outpacing the growth in the labor force, although it was not as strong as 
in other periods. In addition to the falling trend in unemployment since March 2012, the low 
rates of recent months have been boosted by more jobs in the social, community and 
personal services sector, most of which is public-sector employment. 

 Employment data show falling unemployment and slowing growth of the 
labor force and employment  
The trend in unemployment is down, which can be explained by the employment rate 
growing faster than the labor force. The labor market is showing a slowdown of the growth in 
the economically active population (EAP) and in employment compared to previous years. 
The slower pace of growth in the EAP as a whole has been marked by a slowdown in its 
component consisting of people who are not heads of households. This has been combined 
with a fall in unemployment of the heads of households and an increase in the quality of 
employment in terms of greater formality and thus higher income.  

 The composition of the economically inactive population (EIP) is 
providing a boost to the generation of human capital 
The slower growth of the labor force of the second household members was reflected in 
the inactive population consisting increasingly of people dedicated to domestic work and 
study and not to tasks included in the category of "other inactive people" that generates less 
value. In this respect, the composition of the economically inactive population (EIP) tends 
toward the generation of more human capital.  
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The unemployment rate has fallen to historically low 
levels 
 

The trend in urban and national unemployment since March 2012 has been for a fall to historically 
low levels in October 2013 (Charts 1 and 2). In seasonally adjusted terms, the national 
unemployment rate fell by 1 pp between March 2012 and October 2013, while urban 
unemployment fell by 0.8 pp.  Even more, the unemployment rate among heads of households 
hit the lowest level since the end of 2007 (5.3% in 2013 compared with 4.9% in 2007). 

According to Arango et al. (2011), the urban NAIRU estimated for Colombia is 10.8%, and this is also 
the average unemployment rate for 2013. Thus there does not appear to be room for major 
reductions in the unemployment rate. It is worth mentioning that despite the reduction in the rate 
over recent months (seasonally adjusted they are below 10.8%) there do not appear to have been 
any inflationary pressures so far, perhaps due to supply shocks. However, even inflation excluding 
food and administered prices does not appear to suffer from inflationary pressures. The NAIRU 
could therefore probably be a little lower. 

 

Employment grows faster than the labor force, 
although at a slower pace than in previous years 
 

At the national level, an annual average of around 260,000 jobs were created in the last year. 
The percentage increase in the number of employed from one year to another was an average of 
1.2% in the same period. The economically active population (EAP) increased by an average of 
0.6% per year. The growth rates for both employment and the EAP are well below those in 
previous years (4.9% y/y between April 2009 and August 2012 for employment and 4.6% y/y for 
the EAP). 

Between July and October this year there has been an upturn in job creation, with an annual 
average of 560,000 jobs created. This upturn is mainly due to the boost from the community, 
social and personal services branch, which contributed an average of around 300,000 jobs to 
total employment. We should keep watch in the coming months to see if these new jobs are 
permanent or temporary.  

Chart 1 
Observed and seasonally adjusted 
unemployment rate (2001-2013) 
National (% of EAP)  

Chart 2 
Observed and seasonally adjusted 
unemployment rate (2001-2013) 
Thirteen cities (% of EAP) 
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At the level of the 13 major cities since September 2012 growth has also slowed in both the EAP 
and employment. The average annual growth in the EAP declined from 4% between February 
2009 and August 2012 to 1.3% over the last year. In the case of employment the rate fell from 4.2% 
y/y to 1.8% y/y. A total of 169,000 jobs were created in October 2013 compared to a year ago, an 
annual rate of growth of 1.6%, while the EAP remained at the same level as a year ago. The 
unemployment rate in October 2013 was 1.5 pp down on the figure 12 months earlier.  

The quality of employment has improved 
 

The quality of employment has improved in the last two years. As can be seen in Chart 5, growth 
in the number of non-salaried employees has declined steadily since February 2012, and been in 
negative territory since October 2012. Thus the balance between salaried and non-salaried 
employees has favored salaried employees, with the ratio of salaried employees to the total being 
close to 52% in October 2013 (compared with 49.1% in 2011) (Chart 5). In the case of young people 
between the ages of 14-28, the ratio increased even more (4 pp), from 63% to 67% between 
December 2011 and August 2013 (Chart 6). This could be due to the policies implemented by this 
government, which have been focused on providing young people with their first jobs. However, 
it is too early to come to any conclusions in this respect. 

In terms of quality of employment this change in balance is positive, given that the income of 
salaried employees is higher than that of non-salaried employees. In fact, while 60% of non-
salaried employees received an income from work that was lower than the minimum wage in 
2012, this percentage is just over 20% in the case of salaried employees.  

 

 

 

 

 

 

 

 

 

Chart 3 
Growth in the EAP and employment 
National (y/y %)  

Chart 4 
Growth in the EAP and employment  
Thirteen cities (y/y %) 
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The activity rate of people who are not heads of 
households is falling and the inactive population is 
moving toward a structure that boosts the formation 
of human capital  
 

It is the "non-heads of household" who have marked the slowdown in the rate of growth of the 
EAP. Since September 2012 growth in the economically active population of household members 
who are not heads of household has declined from an annual average of 4.5% between February 
2009 and August 2012 to 0.61% between September 2012 and October 2013 (Chart 5). 

Chart 7 
Growth in the EAP and employment among household members other than heads 
of household 
Thirteen cities (y/y %) 
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Chart 5 
Growth of total, salaried and non-salaried 
employment. Thirteen cities (y/y %)  

Chart 6 
Total salaried and young employees  
Thirteen cities (% of employed) 
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In October 2013 the EAP of non-heads of household actually fell, posting a negative growth of 1% 
y/y. This reflects historically low unemployment rates for heads of household and an improved 
quality of employment, as a result of which people who before had to work to help sustain a 
household have been able to study or do domestic work. Although since the quarter September-
November 2012 the economically inactive population (EIP) has been growing at higher rates than 
in previous years (in line with the lower rate of growth in the EAP), these increases can initially be 
explained by increases in the "other" inactive workers. Starting in February-April 2013, however, 
this has changed, with the categories of "students" and "domestic worker" having a bigger weight 
in the increase of the EIP. It is worth pointing out that the classification of "others" includes 
economically non-productive and non-educational activities, as well as pensioners, people with 
permanent disabilities and the sick. It could be said that a structure of the inactive population 
geared more to domestic work and study may tend to generate human capital rather more than 
structures with greater components of the "other" categories.  

 
Toward the future  
 

As mentioned earlier, the reduction in the rate of growth of the EAP appears to be due to the fact 
that people who previously had to be in the labor force can now decide not to work due to the 
greater quality of employment of heads of household. This change in composition of the EAP has 
been accompanied by a fall in the labor force as a percentage of the population of an age to work 
and by falls in the rate of unemployment. As a result, the rate of job creation has continued to be 
positive, though low. However, having reached levels of unemployment similar to the NAIRU, the 
unemployment rate cannot be expected to fall much further, and thus the reductions in the 
overall labor force participation rate will result directly in lower rates of job creation.  

The challenge for the economy is therefore to continue to create good quality jobs and maintain 
the labor force participation rate at current levels. If the rate is maintained at 2013 levels, given that 
the population of an age to work in Colombia has been growing at annual rates of 1.6%, and with 
an unemployment rate at around the NAIRU, job creation will be around an annual 1.5%.  

 

Conclusion 
The employment figures are good, given that although employment is growing at reduced rates 
its composition is improving, in the sense that more salaried - i.e. better quality - jobs are being 
created. Growth in the EAP is slowing, due to lower rates of growth of the economically active 
population who are not heads of household. The reduction of the EAP of people who are not 
heads of household appears to be due to the reduction in unemployment rates for the heads of 
household and the improved quality of jobs. These two factors have enabled the non-heads of 
household to take the decision to remain inactive, rather than entering the labor force to generate 
income and sustain the household. In addition, the composition of the inactive population is 
boosting the formation of human capital, in asmuch as its increase is made up of people who do 
domestic work or study.  

However, given that the rate is approaching the long-term unemployment rate, adjustments to 
the labor force participation rate are leading to adjustments to job creation. The challenge is 
therefore for the economy to continue to create good quality jobs, while maintaining the 
participation rate at current levels.
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