COLOMBIA

e-commerce payments overview

Colombia recently enjoyed a period of robust
economic growth thanks to an open economy that
embraces foreign direct investment and free trade
agreements with much of the world.
In 2014 Colombia became the third-largest
economy in Latin America, surpassing Argentina
rebel group the FARC celebrated in 2016 has
dependent on commodities—making its currency
more susceptible to volatility—Colombia is one of
the most open and friendly places to do business
in Latin America.
One of the highest smartphone adoption rates in
Latin America and high educational attainment
make Colombia’s economy predisposed to
digitization.

KEY STATS
E-commerce market size

$7B
20%

in total e-commerce
spend in 2017
projected 2019-2021
CAGR

Desktop vs. mobile purchasing

74%
26%

of online sales
took place on a computer
of online sales
took place on a mobile device

Domestic vs. cross-border shopping

66%
34%

of online sales were to local,
Colombian merchants
of online sales were cross-border
—made on an international website

Sources: CCCE, interviews, AMI analysis
* 2017 data.
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FIGURE 10. HISTORIC AND PROJECTED E-COMMERCE VOLUME, COLOMBIA, 2014-2021,
USD BILLIONS

Sources: CCCE, market interviews, AMI analysis

Cross-border e-commerce is healthy in Colombia,
representing 34% of total sales. Proximity to
Miami makes it easy and affordable for shoppers
to send goods to a Miami address then organize
shipment to Colombia, especially with the help
of specialized logistics companies offering this
service. Colombia’s open trade regime also makes
cross-border e-commerce more affordable than in
many other regional markets. Both Amazon and
AliExpress are among the most popular e-commerce
merchants in Colombia.

WHAT IS DRIVING GROWTH?
 E-commerce events and international
summits. There are several E-commerce and
Hotsale days throughout the year, in which
merchants provide special discounts for online
purchases. These provide powerful incentives for
consumers to buy online. In May 2017, Colombia
with international participants to promote the
development of the industry in Colombia.
 High smartphone penetration.
Colombia punches above its weight in
smartphone penetration, with one of the
highest rates in the region at 58%.An estimated
86% of Internet users primarily use their
mobile device to get online, which helps raise
Colombia’s relatively low Internet penetration.
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Limited access to the Internet is one of Colombia’s
main e-commerce challenges: its mountainous
geography severely limits Internet delivery outside
of major cities. Colombia trails Mexico, Brazil,
Chile, and Argentina in Internet penetration at
56% of the population. Its topography also limits
logistics standpoint. Finally, the strength of the
informal economy and the low prices available to
Colombians in the gray and black markets act as
a strong disincentive to buy online. As a result,
e-commerce penetration is currently an estimated
25% of Internet users.

FIGURE 11. E-COMMERCE SPEND
BY VERTICAL, COLOMBIA, 2017, USD
BILLIONS

Condesa, but their role in e-commerce is small.
Even so, only 26% of Colombians own a credit
card, making it difficult for most Internet users to
transact online. About 42% of total e-commerce
spend is made using an international credit card,
while more than half of volume is spent using
alternative payment methods.
Banks in Colombia are among the most innovative
in the region and have collaborated extensively to
enable bank account payments for e-commerce—a
particularly welcome innovation as 63% of
Colombians have a bank account. A national bank
consortium created Pagos Seguros Online (PSE),
a platform enabling customers to make a direct
ACH payment when buying online. Merchants

FIGURE 12.
E-COMMERCE VOLUME BY PAYMENT
METHOD, COLOMBIA, 2017, USD
BILLIONS

Sources:
CCCE, market interviews, AMI analysis

HOW COLOMBIANS PAY
Similar to Mexico and Peru, most credit cards
in Colombia are cross-border ready; banks do
not automatically restrict Visa and Mastercard
cards from international use. Local-only credit
card networks do exist, including Crédito Fácil

Sources:
CCCE, market interviews, AMI analysis
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using this platform display the PSE button on their
checkout screen as a payment method. This option
is particularly popular among merchants who serve
middle-class consumers, enabling payments for
government services and taxes, bus tickets, and
local airlines. In Colombia, bank transfers (via PSE)
represent 24% of all e-commerce spend—much
higher than in any other market in LatAm.
Despite tremendous efforts from the banks to
increase traction for digital payment methods,
Colombia is considered one of Latin America’s most
cash-dependent economies. Cash payments are
still very relevant here, with networks Via Baloto and
Efecty the most popular providers. Cash claims 15%
of all sales in Colombian e-commerce.
Finally, installments are a critical component of the
consumer experience in Colombia. It is common
for Colombians to pay for mundane items such as
groceries or restaurant meals in three installments,
interest-free. Airline tickets and electronics are
typically paid for in at least 12 installments, and in
special cases up to 24. Merchants who are unable
payments offshore run a serious risk of being priced
out of the market.

In Colombia, online payments with international
credit cards are responsible for $3 billion in
e-commerce spend, just under half of the total pie.
But 58% of spend is made using local bank
transfers, debit cards, cash payments,
and other locally-relevant methods.
This 58%, or $4.1 billion, is only accessible to
merchants processing payments locally.

ESSENTIAL COLOMBIA TAKEAWAYS
Colombia’s e-commerce market of $7 billion
is the fourth-largest in the region, trailing
just behind Argentina. Supported by an open
economy, a stable political environment and a
burgeoning tech industry, its e-commerce market
is growing at a rate of 20% annually.
However, Colombia is still largely a cash
limited banking penetration limits the ability
of merchants to collect credit card payments
online.
To truly penetrate Colombian e-commerce
shoppers, merchants should consider enabling
PSE bank transfer as well as cash payments, in
addition to credit and debit cards.

RELEVANT REGULATORY
DEVELOPMENTS
In late 2016, the Colombian government
passed a comprehensive tax reform aimed at
simplifying and strengthening tax collection.
Part of this reform included a hike on valueadded tax, up to 19% from 16%. While some
products are excluded, this tax is applied to
nearly every product purchased online. This
has caused e-commerce growth to be slower
than expected.
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