
Macroeconomic Effects of Structural Fiscal Policy
Changes in Colombia
Working Paper No. 691 Keep in mind
The series Working Papers on Economics is published by the Office for Economic Studies at the Banco de la
República (Central Bank of Colombia). It contributes to the dissemination and promotion of the work by
researchers from the institution. This series is indexed at Research Papers in Economics (RePEc).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully responsible
for the opinions expressed in them, as well as for possible mistakes. The opinions expressed herein are those of
the authors and do not necessarily reflect the views of Banco de la República or its Board of Directors.

AUTHOR OR EDITOR Vargas-Herrera, Hernando Andrés González Ignacio Lozano
In the past decade the Colombian Economic Authorities undertook a series of measures that reduced the
structural fiscal deficit, decreased the Government currency mismatch and deepened the local fixed-rate public
bond market. This paper presents some evidence suggesting that these improvements had important effects on
the behavior of the macroeconomy. They seem to have permanently reduced the sovereign risk premium,
increased the reaction of output to Government expenditure shocks and strengthened the response of market
interest rates to monetary policy shocks.


