COLOMBIE

Green jobs, pension system and

inequality after retirement in
Colombia

How can green transition policies impact labour market segmentation between formal and informal sectors in
Colombia? What consequences on income inequality after retirement? The Extension of the EU-AFD Research
Facility on Inequalities program seeks to explore these questions in collaboration with Universidad de los Andes.
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The design of the Colombian pension system
exacerbates income inequality and poverty after
retirement age. High informality rates (over 60% of
total employment, according to OECD) imply that many
workers in Colombia have a low probability of

qualifying to get a contributory pension. Despite the 01/11/2023 28/02/2025
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The relationship between informality and inequality
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Universidad de los Andes

This project is part of theExtension of the EU-AFD )
Partenaires

Research Facility on Inequalities. Coordinated by AFD
and financed by the European Commission, the
Extension of the Facility will contribute to the
development of public policies aimed at reducing
inequalities in four countries: South Africa, Mexico,
Colombia and Indonesia over the period 2021-2025.

Le contenu de cette fiche projet
reléve de la seule
responsabilité de I’AFD et ne
reflete pas nécessairement les
opinions de I'Union européenne.

OBJECTIFS

This project seeks to contribute to the public policy
debate by analysing the effects that scenarios of a
green economic transformation may have on income
inequality after retirement, via the reallocation of
workers between the formal and informal labour
markets.

The project will aim to answer following questions, in
the Colombian context:

e What are the environmental properties of jobs? AFD
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e How can economic transformation towards a more
sustainable economy change the composition and
transitions between the formal and informal sector?

e What is the impact on inequality and fiscal viability
of implementing those policy scenarios?

In addition, the project will evaluate prospective
scenarios during the discussion of the pension reform
in the Colombian Congress and will develop a
simulation model for the use of the Ministry of Finance
and Public Credit.

METHODE
The project will be implemented in three stages:

e The research team will first characterize the
environmental properties of jobs in Colombia.

e In the second stage, the team will calibrate the
transition matrices between employment states and
wages to introduce to the microsimulation model. In
this stage, the team will propose the economic
transition scenarios to simulate.

e In the final stage of the project, the team will prepare
a final report with the simulation results and policy
discussion.

RESULTATS

You will find below the different research papers
related to this project:

e Quantifying Green Job Potential in Colombia: A Task-
Based Approach (November 2024)

Find out more aboutthe work of the Extension of the
Research Facility on Inequalities in Colombia

Contact:

e Anda David, AFD Research Officer
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