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NATIONAL DEVELOPMENT PLAN 2010-2014

“Prosperity for all”

-Executive Summary-

1. Introduction: Toward democratic prosperity, vision for
2010-2014

The historical context within which the present National Development Plan is framed is
different to all of those for other administrations. There is genuine optimism in our future; one
of incomparable confidence in the country’s potential along with an image abroad that is
clearly positive. From being looked upon as a failed state* Colombia has become an emerging
economy, one that is attractive for investment and tourism. The country has also become
part, since a short while back, of a select group of nations, the CIVETS - Colombia, Indonesia,
Vietnam, Egypt, Turkey and South Africa, looked upon in the world as economies with great
growth expectations over the next few decades. Colombia has also initiated the process to
become member of the Organization for Economic Cooperation and Development (OECD),
which had also been an unattainable dream a few years ago.

Although Colombia still faces big challenges such as consolidating its security, lowering the
unemployment rate, eliminating poverty, and confronting the challenges of climatic change, it
is indubitable that the country has overcome the barriers that seemed to be unbeatable a few
years ago and although the path to prosperity is not an easy road, it is much clearer now
within the country’s historical framework.

As other barriers are overcome, other obstacles will appear on this path to prosperity. One of
the barriers placed before the country in this sense, and which made the Government modify
its vision as well as to adapt, reformulate, and reinforce essential components of the National

' The Fund For Peace. The Failed States Index.
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Development Plan was the heavy flooding caused by the monsoon season which has lashed
out against a major part of the territory since the second half of 2010 and which has left
devastating consequences upon the population and economic activities.

More than just being an emergency, the rainy season emergency represents an opportunity;
the opportunity to improve the standard of living of the families affected by the flooding, of
generating employment, investment, and growth through rehabilitation and reconstruction
projects as well as for pushing forward on investment and projects and institutional and
legislative adjustments required so the consequences of climate change, along with the risk of
disasters over the next few years as well as for the next generations, may be prevented,
mitigated or at least lowered.

Given this juncture in which the country finds itself, it is evident that Colombia is at a special
moment in its history that cannot but be taken advantage of. Colombia faces the opportunity
to overcome common and recent adversities, go over the top of the inertia, and propose and
place the country on the road toward democratic prosperity. This is a circumstance which will
allow the country to dream of taking this leap forward, within the not-too-distant future, into
the group of developed nations: the dream of having a country that is secure and at peace
with low poverty levels and an educated and employed population.

The dream of a country with pulsating industries that are socially and environmentally
responsible that wins over international markets with high-added value and innovative
products and services. A country integrated into the world economy with the infrastructure
and within a competitive environment that transforms ideas into businesses, the businesses
into jobs, jobs into higher income, and, thus, less poverty and greater wellness and social
progress.

A country that trusts and feels proud of its State institutions; institutions guided under the
postulates of Good Government that thoroughly meet commitments that cannot be eluded
related to public performance such as transparency, equity, pluralism, efficiency, efficacy,
austerity, and absolute intolerance to corruption; a state that attempts converging the
capabilities of regional development and opens and consolidates spaces within which citizens
can participate in the building the wellness of the entire population.

In synthesis, the dream of becoming a country that has prosperity for all: with more jobs, less
poverty, and more security.
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Inevitably linked to this great opportunity of leading Colombia into fulfilling its dream of being
a more prosperous country is great responsibility. The responsibility for designing and
following a map that leads to fulfilling this dream. This map is the National Development Plan.

The National Development Plan 2010-2014, submitted to consideration of the entire
Colombian population and its different social strata, is the map and compass for taking up and
resolving the pressing needs of the country as well as taking advantage of its potential but,
above all, to place the foundation that will allow Colombia reach its goals and guarantee
fulfilling the country’s vision and the commitments of the government program, which
government was elected by the people of Colombia, under a historic voting percentage,
electing Juan Manuel Santos as their president.

In order to design and follow this map, eight major pillars have been identified which are
summarized in figure 1, which are: convergence and regional development, growth and
competitiveness, equal opportunities, innovation, environmental sustainability, good
government, and international relevance.

The success of each one of these strategies, under each one of the pillars for the National
Development Plan 2010-2014 will depend on the effectiveness of execution by State entities
as well as the critical role played by the private sector and the civilian population. The State is
the entity that clears the path, lays down the rules, and resolves the conflicts but it is the
private sector and society in general that builds the road and traverses it.

As President Santos has stated, the objective is to establish a Third-Road government which is
resumed in one fundamental principle: the market up to the point that is possible and the
State up to the point that is necessary. a government that prioritizes the policies that
maximizes social impact regardless of the government’s ideological origin. Policies that lead to
greater social cohesion through the generation of jobs, education, equal opportunities, and
that also promotes citizen participation and social responsibility.
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Figure 1: Pillars for the National Development Plan 2010-2014
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2. Convergence and regional development -

Characterization, dynamics and regional challenges-

Colombia is a country comprised of regional contrasts. As President Santos outlined in his
inauguration speech, Colombia is a marvelous combination of cultures, races, talents, and
natural wealth which make the country unique on this planet. Nonetheless, the country is also
a country bearing large regional differences that divide its territory into zones with very
different social and economic conditions. The large social disparity existing within the center
of the country and the municipalities and departments [sic] [States] located within the Pacific,
Amazon or Caribbean regions of the country are highlighted as an example of this disparity in
figure 2.

A National Development Plan cannot ignore these regional and social differences but, to the
contrary, has to comprehend the transcendence of characterizing local needs and vocations as
an essential tool for economic and social development. The major objectives of consolidating
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security, reducing poverty, and generating quality jobs are condensed in search of greater
convergence and regional development across the country.

That is the reason why the National Development Plan 2010-2014 contains a regional focus
that is based on recognition of local differences within a frame of reference to formulate
public policies and programs in accord with the economic, social and cultural characteristics
and capabilities of the territorial entities.

These differences are evidenced within the departments of the country as well as at their
interior. It is worrisome in this sense, for instance, that per capita income in Bogota is 5 to 6
times greater than those of residents of the departments of Choco and Vaupes; or that the
percentage of the population with unsatisfied basic needs (NBI) [sic] is less than 20%% in
Bogota, the Department of Valle or the departments within the coffee region and within the
Departments of La Guajira, Vichada, and Choco this percentage exceeds 65%. Likewise, and
consequential to the above, there is great heterogeneity in terms of education and
development of competences. The rate of illiteracy is over 20% in the Departments of La
Guajira, Choco, Guaviare, Vaupes, and Vichada, while in the city of Bogota, the Departments
of Atlantico, Quindio, Risaralda, San Andres or Valle del Cauca the rate of illiteracy is close to
or less than 6%.

Although notorious differences exist between departments, the inequalities within these are
even more evident. For instance, within the Department of Bolivar the finding is that while the
percentage of the NBI population in Cartagena is close to 25%, within twelve municipalities of
the same department such as San Jacinto, El Carmen de Bolivar or Santa Rosa, this percentage
exceeds 76% (for a better illustration see figure 2). Something similar occurs when comparing
the metropolitan area of Valle de Aburra, located within the central zone of the Department
of Antioquia, with municipalities of the same department located within the coastal areas
such as Necocli or San Juan de Uraba. For example, within the Department of Meta, the eight
municipalities with better developmental conditions average an illiteracy rate of 6.6%, and the
five municipalities with worse conditions average a rate of 24.4%. Similarly, in the Department
of Boyaca there are 16 municipalities with an average illiteracy rate of 6.5%, and 4
municipalities have a rate of 24.7%.
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Figure 2: Population percentage with NBI per municipality, 2005
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Therefore, the need to implement national policies that acknowledge the different capabilities
and levels of regional development are required to be implemented between departments as
well as at their interior. The objective of the above is to direct the design of subregional and
regional development strategies as well as promoting the structuring and consolidation of
cores and areas of local development that mobilize the territorial and endogenous capacities
of the municipalities within the realm of nearby areas of influence whether these are
municipalities with high institutional capabilities, main infrastructure corridors or zones of
greater productive development.

(o3}
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Some of the general and specific strategies designed to attain the goals on convergence and
regional development are submitted below:

e Design and implementation of a national program for the creation and strengthening
the capabilities of territorial institutions.

e Promote processes for the formulation of long-term visions on development for
departments and regions.

e Structure a system of indicators that will facilitate the analysis, planning, follow up, and
assessment of differentiated policies on regional development.

e Creation of a national program for educating, articulating, and consolidation of
territorial cores and areas for development: components, phases, resources, and
instruments.

e ldentify, classify, and replicate regional initiatives of an economic, environmental,
cultural, and ethnic nature. Among these activities are included: the Region of La
Mojana (Departments of Sucre, Cordoba, Bolivar, and Antioquia); the Caribbean Region
(Departments of San Andres, La Guajira, Magdalena, Atlantico, Bolivar, Cesar, Sucre,
and Cordoba); the Pacific Region (Departments of Cauca, Choco, Narifio, and Valle del
Cauca); Peace Laboratories I, I, and llI; the Capital Region (Bogota and Cundinamarca);
the Eco-region of the Coffee Region (Departments of Risaralda, Quindio, and Caldas);
the Tripartite Commission for Antioquia, Medellin, and the Metropolitan Area of Valle
de Aburra; the Association of Municipalities of the Colombian Macizo [sic] [Massif] (35
municipalities in the Department of Cauca, Huila, and Narifio); the Southern Colombian
Region (Departments of Cauca, Caqueta, Huila, Narifio, Putumayo, and Tolima); and the
Regional Commissions for Competitiveness of the 32 Departments of the country.

e The execution of projects with large regional impact. The following are given as
examples:

o Environmental organization and territorial development of La Mojana

o Productive benefit, integration, and development of the Altillanura [sic] [High
Plains]

o Farming Phase Il District

o Articulated environmental execution of the Colombian Massif ecosystem

o Environmental execution of marine and insular ecosystems



NATIONAL DEVELOPMENT PLAN 2010-2014
“Prosperity for all”
-Executive Summary-

o Second tunnel for la Linea [sic] (Second Centennial Tunnel)

o Navigability of the Magdalena, Putumayo, Meta, and Caqueta Rivers

o Port-access canals

o New Agua Dulce Port

o Consolidation of the Pacific Railway System

o Train for Carare

o Consolidation of the roadway corridors: Bogota-Buenaventura, Bogota-Cucuta,
Bogota-Villavicencio, Plains Arteries, the Southern Colombia-Ecuador Connection,
La Montafia Highways, the Americas Transversal Route, the Ruta del Sol [sic]

o New Housing Macro-projects
o Fiber optic coverage
o National Earth Observation Program

e Differentiated Strategies:

o Adopt measures for planning, organizing, and reconverting the productive use of
soils (Departments of Bolivar, Sucre, Cordoba, Antioquia, Magdalena, and Cesar)

o Drafting of three pilot programs for structuring areas under development in La
Mojana, La Altillanura, and the Pacific region (Departments of Sucre, Cordoba,
Bolivar, Antioquia, Meta, Vichada, Cauca, Choco, Narifio, and Valle del Cauca)

o Adoption of measures to mitigate or reduce the risks from the effects of climate
change due to the increase in sea levels and coastline erosion. (Departments of
Atlantico, La Guajira, Magdalena, Bolivar, Cordoba, Sucre, San Andres and
Providencia, Choco, Valle del Cauca, Narifio, Cauca)

o Consolidate relations with Venezuela through the implementation of bi-national
centers for border affairs as well as strengthening of foreign trade corridors within
the framework of the Initiative for South American Regional Integration -IIRSA
[sic] -. (Departments of La Guajira, Norte de Santander, Arauca, and Vichada)

o Modernization of the mining-energy transportation infrastructure, diversification
of the economic structure, and provide support for developing links within the
mining-energy activity. (Departments of La Guajira, Norte de Santander, Arauca,
Cesar, Casanare, Meta, and Boyaca)

o Development of strategies for the preservation and sustainable benefit of the
Amazon ecosystem: regulation and control over the expansion of border
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agriculture as well as a push toward research and innovation in biodiversity.
(Departments of Amazonas, Putumayo, and Caqueta)

o Strengthening of border integration and development with Brazil and Peru thus
improving river way connections. (Departments of Amazonas and Putumayo)

o Implementation of strategies for the consolidation of the Catatumbo zone,
increasing military presence within the military bases in charge of border control
and strengthening of intelligence and interdiction operations on illegal entryways
(Departments of Norte de Santander, Vichada, and Arauca)

o Development of a territorial border, maritime, coastal, and insular execution
program (Departments of La Guajira, Cesar, Norte de Santander, Arauca, Boyaca,
Vichada, Guainia, Vaupes, Amazonas, Putumayo, Narifio, Cauca, Valle del Cauca,
Choco, Antioquia, Cordoba, Sucre, Bolivar, Atlantico, Magdalena, and San Andres)

3. Sustainable growth and competitiveness

Although economic growth is not a guarantee for attaining social progress goals or for
reducing poverty or inequality, economic growth is a fundamental prerequisite for the same.
The Colombian economy grew at the highest rates attained over the previous three decades
between 2004 and 2007. This period of growth, specially propelled by local and foreign
investment along with the dynamism in exports, was suddenly interrupted by a deep
international crisis that began as maladjustments in the financial systems of the industrialized
nations but which quickly permeated the housing sector and then spread to the rest of the
world. In spite of Colombia being one of the better-equipped economies within the region for
confronting the crisis, the country did not come out unscathed by the consequences and its
rapid economic growth went from figures close to or over 7% in annual growth, to hovering
over negative figures at the end of 2008 and beginning of 2009.

The Colombian economy has initiated a recovery phase since 2009 with a strong upward spike
in local and foreign investments as well as in the flow of foreign trade with positive economic
growth that is expected to reach and go above an annual rate of 5%. The goal is now to define
the guidelines required so the economic growth will continue scaling upwards, be sustainable
over time, and likewise be socially and environmentally sustainable.
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In order to reach these sustainable economic growth objectives, the National Development
Plan 2010-2014 has defined three large pillars: 1) innovation; 2) policies on competitiveness
and productivity; and 3) stimulation of the growth and job-generation engines.

3.1 Innovation for prosperity

Beyond just developing strategies for generating innovation within the production apparatus,
a culture of innovation and entrepreneurship needs to be impregnated into all phases of the
State including, for sure, the business sector, universities, and the civilian society.

Innovation becomes the optimum mechanism to guarantee long-term sustainability of growth
and competitiveness of the country. Innovation does not only mean development of new
products and transformation of existing products. Innovation consists in creating new ways of
organizing, executing, producing, delivering, merchandising, selling, and relating clients and
suppliers, while achieving the generation of added value throughout the production chain.
This is the reason why innovation and investment in research and development are not
exclusive to all high-tech sectors. To the contrary, innovation should be part of all of the
economic sectors and extend to all of the links within the chain.

Innovation is not just a central piece in development of productive activities; to the contrary, it
is a fundamental piece of all of the development phases including social progress, Good
Government, peace consolidation, environmental sustainability, and adaptation to climate
changes. Thus, the first step in truly generating long-term economic and social impact is
consolidation of a culture of innovation in social organizations, at public and territorial
institutions, within the armed forces, in children and youth, in rural areas, and, in general,
within all social spheres.

Colombia currently evidences considerable lagging compared to countries with similar
characteristics in the development of science, technology, and innovation. To illustrate, total
investment in research and development in Colombia is 0.2% of GDP which is a very low level
compared to countries such as Argentina which invests 0.5%; Chile 0.7%; Brazil 0.8%; or South
Korea 3.2%.

An explanation of this and other gaps evidenced in the country, related to innovation are,
among others: (i) institutional weakness, (ii) insufficient use of the mechanism for the
protection of intellectual property rights, (iii) limited access to financial instruments for
innovative enterprises, specially access to sources of seed money, (iv) low use of the TIC [sic],

10
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(v) insufficient human resources qualified in pertinent areas and with an emphasis on
innovation, (vi) small number of mechanisms to attract Colombian residents from abroad that
have the potential to contribute to development in science, technology, and innovation,
(vii) technical limitations and multiplicity of functions by the authority of competence.

The following are some of the strategic guidelines for promoting innovation as a vehicle for
reaching prosperity:

e Knowledge and innovation:

o Financing activities related to innovation using resources from the National System
for Science, Technology, and Innovation and from the Royalties System.

o Granting tax benefits for activities in science, technology, and innovation: facilitate
and broaden coverage over deductions in the taxable base for income tax
stemming from investments or donations in projects of a scientific, technological
or innovative nature, and declaring projects exempt from income tax or occasional
gains tax which are qualified as being of a scientific, technological or innovative
nature.

o Promote a deepening of the capital seed funding industry through the Bancoldex
Development Unit.

o Promote the industry of “angel investors”™ through tax incentives and the
formation of investor networks.

o Push initiatives for innovation through transitory tax incentives and public-private
models such as the one used by Corfo in Chile.

o Assign Bancoldex functions as a development agency to provide integral support
to regional projects for productive development.

e Business entrepreneurship:

o Improve pertinence and quality of education for entrepreneurship and innovation
and implementation of programs and scholarships in techniques, technology,
university level, Masters Degrees, and Doctorate Degrees through the Programa
de Generacion Bicentenario [sic] [Program for Bicentennial Generation], the
ICETEX, SENA, the Programa Jovenes Investigadores e Innovadores [sic] [Young
Researchers and Innovators Program], educational contracts, among others.

11
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o Integration of regional needs related to business entrepreneurship into the
Regional Committees on Competitiveness through the Regional Entrepreneurship
Networks.

o Reform of the Fondo Emprender [sic] broadening the population target base as
well as the maximum amounts for co-financing of projects in order to finance
opportunity-based enterprises.

e Intellectual property: instrument for innovation:

o Facilitate and promote the use of intellectual property instruments: (i) educate the
population on their uses and benefits, (ii) develop incentives for academia to
actively participate in obtaining new creations that are protected under
intellectual property, and (iii) consolidate institutional articulation, facilitate
processes, and strengthen technical and financial capabilities of entities by
providing them with infrastructure, human capital, and resources, among others.

o Promoting the creation of offices for the transfer of technology for the process and
development afterwards of patents and workable models.

e Promotion of competition in the marketplace:

o Implementation of an institutional structure that centralizes the functions of
protecting competition and granting greater independence to the authorities of
competence through, among others, a system within which such functions fall
upon a collegiate body comprised of experts.

o Creation of a technical area for economic studies within the authority of
competence in order to strengthen its technical nature and market
comprehension.

o Redesigning the scope of the regimen of competence to make the repression of
prohibited competitive practices more comprehensive and efficient: assessment of
the impact of the exceptions to the regimen, modify regulations in order to not
make explicit exceptions, and compile these regulations into a code of competition
(trade).

12
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3.2 Competitiveness and growth of productivity

A competitive country is a country with productive and vigorous companies that generate
wealth and quality jobs. Such is a country with institutional, economic, and social conditions
that favor systematic and sustained growth in production within all of its economic sectors.
Compared to the United States, relative average labor productivity of Colombia is close to 24%
(the United States = 100%) and is inferior by 20% within sectors that are large generators of
jobs such as commerce, industry, and the agricultural sector.

A phenomenon that has the greatest impact upon productivity, and which explains a
significant percentage of this gap, is the elevated degree of informal employment and
entrepreneurship in the Colombian economy. Informal workers in Colombia represent more
than 60% of the total number of employed, figure that has been slightly reduced over the last
few years even during periods of greater economic growth.

The path toward formalization requires, as a first step, development of labor competence for
workers. The country is found, related to this front, to have low coverage at the higher
education level which is currently close to 35%, low participation of the population in technical
and technological education, and low pertinence of education in aspects such as knowledge
on the use of information technologies and communications, or bilingual capabilities.

In addition to the formalization and education of human capital, there are other bottlenecks
that halt growth in productivity and which affect the competitiveness of companies. One of
these bottlenecks is the transportation and logistics infrastructure. In spite of multiple
institutional reforms and the growth of resources earmarked for the sector over the last few
years, the country still evidences a lagging of decades not only in terms of offer but also in
quality. As an example, the indicators on the perception of quality of the infrastructure,
calculated by the World Economic Forum for 133 countries, positions Colombia in 78" place
with a lesser rating for countries within the region such as Chile, Uruguay, and Brazil. The
country likewise faces challenges in deepening logistics articulation and intermodal
development.

The mobilization of goods is not the only point of importance within the world of today: the
transportation of services and ideas is becoming more important. Knowledge, use, and
diffusion of information technologies and communications (TIC) are essential prerequisites for
sustainable growth. These also form a fundamental part of the pillars for development such as
justice, innovation, environmental execution, and risk or Good Government. TIC development

13
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within the country over the last few years has been formidable specially related to the growth
evidenced in mobile telephone and wide-band Internet coverage. Nonetheless, the country
still evidences lagging in telecommunications network infrastructure particularly in high-
velocity networks as well as an absence of a convergent and integral regulatory framework
that promotes competition and sector development.

Likewise, for a country to be competitive it should have a set of transversal supports for
competition such as: (i) an uncomplicated and predictable business environment with game
rules that are clear and which stimulate the generation and development of businesses,
(if) easy access to a competitive and profound financial system, and (iii) solid public-private
alliances.

Regarding the first point, it is found that the business environment within the country has
substantially improved over the last few years which has been reflected in the spiked climb
upwards of the country within the "Doing Business™ indicator of the World Bank, in which
Colombia went from being 83 to 37" among 182 countries in the last five years.
Notwithstanding these improvements, there are still bottlenecks in the regulation of some
economic activities and which as a result among others is the duplication of functions, lack of
institutional coordination, a legislative framework that is obsolete for consumer protection,
and a disarticulated metrological infrastructure.

Meanwhile, the Colombian financial system has considerably developed over the last few
years which development is reflected in greater access by the population and financial
services companies. Nonetheless, financial coverage is still low within the international
context, financial and economic education of the country is limited along with the use,
knowledge, liquidity, and degree of development of the capitals market which are still
insufficient.

Finally, participation of the private sector in financing and development of public, economic
and social infrastructure is still scarce as evidenced within Colombia. This is due to: (i) the
deficient structuring of projects, (ii) weakness in the legislative framework regulating projects,
(iii) institutional weakness within different sectors, and (iv) the lack of adequate incentives
that allow linking long-term investors offering quality services.

The following are some of the strategic guidelines for promoting competitiveness and growth
of productivity within the country:

14
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e Development of competence

o Consolidation of the development of competence within basic and medium-range
education: strengthening the grading system for students and teachers, deepening
the development of basic and citizen competence in children, youth, and teachers,
and strengthening the use and appropriation of the TIC along with bilingualism.

o Implementation of a shock plan for forming competence directed at the engines
and sectors of the Programa de Transformacion Productiva [sic] [Program for
Productive Transformation].

o Consolidation of the human resources execution strategy: (i) creation of the
National System for the Certification of Competences, (ii) design and
implementation of a National Grading Framework, (iii) establishment of
mechanisms for dialogue between the production sector and the education sector,
and (iv) deepening of the demand for information and job offerings.

e Labor and entrepreneurial formalization:

o Design and implement mechanisms and stimuli for labor formalization:
(i) strengthening of labor and market institutions along with social protection
services, (ii) make the pay scale policy adequate along with hiring practices based
on the objectives of job generation and labor formalization, and (iii) promote an
active policy on first-job access within the framework of the Formalization and
First Job Law.

o Develop tools to facilitate labor formalization: (i) intervene in the development of
a labor market during periods of crisis with measures that promote job market
flexibility and expansion of active and passive employment policies,
(ii) development of the unemployment system, (iii) define the guidelines for
Periodic Economic Benefits, and (iv) design and implement the National Labor
Intermediation System.

o Design a simplified tax scheme to reduce the complexity of the system and
automate and make the processes virtual; continue with and design programs for
entrepreneurial formalization and propose reforms to the commercial code in
order to facilitate the reorganization and liquidation of companies.

o Establish mechanisms for business inspection, surveillance, and control through
the Registro Unico Tributario [sic] [Unique Tax Registration] as well as the Planilla
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Integrada de Liquidacion de Aportes a la Seguridad Social (PILA) [sic] [Integrated
Form for the Liquidation of Social Security Contributions].

e Transportation and logistics services:

o Development of logistic strategies to promote multi-modal transportation
through: alternate modes of transportation (waterway and railway corridors),
transfer nodes (ports, airports, border crossings, logistic centers outside of city
limits), logistic broker management, and logistic platform pilot programs.

o Promote and facilitate the articulation of value-added logistics services into the
transportation infrastructure through the use of TIC and implementation of
Intelligent Transportation Systems, for example.

o Strengthening of the institutional framework for the logistics sector.

o Promote Infraestructuras Logisticas Especializadas (ILE) [sic] [Specialized Logistics
Infrastructures] and their articulation with the Planes de Ordenamiento Territorial
[sic] [Territorial Organization Plans] as well as with the Plans on Mobility.

o Prioritize roadway security as a policy of the State.

e Information and communications technologies:

o Development of the Plan Vive Digital Colombia [sic] [Colombia Lives Digital Plan] to
push en masse use of Internet within the country: develop a Digital Ecosystem
(infrastructure, services, applications, and users) and integrally stimulate the offer
and demand for TIC services.

o Develop TIC infrastructure: (i) widen international connectivity, (ii) push for the
broadening of fiber optic networks, (iii) define an efficient and sustainable
performance model for the radio and television public network, (iv) improve
infrastructure, products, and services of the official postal service, and
(v) strengthen universal access to TIC.

o Promote the development of local applications and the digital contents industry
via public-private alliances. This under special application of risk management.

o Establish a convergent framework that promotes competition and investment
within the sector under the principles of: (i) competition, (ii) neutrality and
technological convergence, (iii) consumer protection, (iv) information security, and
(v) the efficient use of the infrastructure and resources.
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e Access to financial services and development of the capitals market:

o Progress in the implementation of mobile financial services, low-cost channels en
masse, and consolidation of the non-banking correspondent system.

o Provide support to the structuring of new savings products for the low-income
population segment and make the regulation over remittances flexible.

o Make credit dynamic: (i) revise the guarantees on real estate and capital interests,
(i) facilitate the construction of commercial and credit historical backgrounds,
(i) revise regulatory aspects on the rate of usury and modifications to the
calculation of interest rates, and (iv) define policies for risk management.

o Design a strategy for economic and financial education to the population.

o Define a long-term integral policy for the development of the capitals market
within Colombia with the private sector.

o Promote the design of insurance products to reduce vulnerability of the
population especially in light of the risks associated with climate-related events.

e Improvement of the business environment:

o Strengthen the National Metrological System: issue the Law on Metrology, create
the National Institute for Metrology, and make the country a subscriber to the
international metrology conventions.

o Regulate electronic invoicing as a secure means for the promotion of electronic
commerce.

o Continue with the policy for the simplification of processes -particularly for the
voluntary closure of companies- and extend the successful models related to the
simplification of processes to other sectors and regions.

o Redesign and strengthen the institutional scheme related to supervision,
surveillance, and control: (i) strengthen the Superintendence for Industry and
Commerce especially to improve the efficiency in the control of consumer rights,
(i) establish a centralized information and risk system, a harmonized system for
filing and a unified system for on-line payment, (iii) push for a legislative bill that
updates the Consumer Protection Statute, and (iv) strengthen the National Council
for Consumer Protection and create departmental and municipal Councils for
consumer protection.
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e Private participation in the offer of public goods:

o Implementation of the new scheme for the execution of projects for Public-Private
Association for construction, operation, and maintenance of the economic and
social infrastructure.

o Strengthening of project structuring to be executed by the private sector: (i) push
the studies required forward to dimension their scope, (ii) assure the adequate
assignment and appraisal of the risks, (iii) carry out project-socialization interactive
processes, and (iv) promote financing schemes through the capitals market,
among others.

o Continue with and reinforce the National Government programs for private
participation: transfer the experience acquired to the social sectors and provide
technical assistance to territorial entities.

3.3  Engines for growth and job generation

By definition the growth engines are the sectors that progress at a faster pace than the rest of
the economy. Found under this definition are the mining-energy, housing, and transportation
infrastructure sectors which are engines that are running and pushing at a faster pace than the
rest of the sectors. Engines that are beginning to start their motors in order to start with real
thrust are the innovation-based sectors. Finally, the agricultural sector is an engine that is in
movement but at a slower pace than its true potential.

Not all of the engines have an equivalent impact upon job generation, thrusting economic
growth, and reducing poverty. Some engines have more impact upon employment or capital,
others impact the poorer segment of the population to a greater degree, and others are more
susceptible to growth at a higher pace due to, for example, changes in current situations at
the international level. Therefore, without discarding the other economic and social effects
that these sectors generate, each engine will fulfill a special purpose within economic and
social development of the country over the next few years.

e The agricultural sector reflects our desire and commitment to taking advantage of
the wealth and enormous potential of Colombian agriculture in order for the rural
zones of the country to take a true economic and social leap. Considering the
predicted increase in world demand for foodstuffs, along with the perspective of
high prices for commodities over the next few decades, added to the comparative
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advantages Colombia has within this sector, it is indubitable that the country is
facing an opportunity that cannot be discarded.

In order to take advantage of this current situation, the great challenge then lies in
confronting the large challenges that are faced by the Colombian agricultural sector
such as: (i) high costs in production, transformation, and merchandising of the
agricultural production, (ii) the restitution of lands to persons whose land was
illegally seized, (iii) the generalized low productivity of the sector, (iv) the limitations
for developing large-scale projects, (v) the hardship in accessing infrastructure,
financial services, and new technologies, (vi) poverty and low educational level in
rural areas of Colombia, and (vii) the absence of a culture for managing climate-
related risks.

e The housing and friendly cities engine constitutes the country’s big bet for thrusting
job generation, especially within urban zones, while benefiting from the increase in
the demand for housing that is generated through greater economic dynamism and
the links within this sector have multiple and diverse economic activities. In order to
speed up the housing and friendly cities engine, the large challenges are centered
on: (i) increase in the availability of land for building social housing projects,
(if) improve the availability and access to finance mechanisms, and (ii) strengthen
the articulation between family housing subsidies, credit lines, and housing
offerings.

The housing engine within the National Development Plan 2010-2014 not only
makes reference to the construction activity but also encompasses the broader
concept of friendly cities. Some additional challenges under this point are:
(i) guarantee access to potable water and sewage to uncovered population
segments, (i) reduce the number of precariously located settlements within
peripheral urban areas and push actions forward to mitigate natural risks, and
(ii) develop efficient and sustainable schemes for urban mobility within cities.

¢ Identification of the transportation infrastructure as a strategic engine of growth is a
reflection of our obligation and indebtedness with the population as well as of the
production sector to unify the territory and transport the products and ideas to
Colombians in the rest of the country as well as to the world with greater security,
timeliness, and less costs. Although some progress has been made in the building of
infrastructure projects over the last few years, the country still faces considerable
lagging compared to the country’s international competitors.

19



NATIONAL DEVELOPMENT PLAN 2010-2014
“Prosperity for all”
-Executive Summary-

For example, Chile, country that has land extension and population inferior to those
of Colombia, has more than 2400km of two-lane roads compared to 800km in
Colombia. Also observed: (i) a lack of institutional articulation, (ii) deficiencies in
quality and maintenance of civil works, (iii) inefficiency in transportation regulation,
(iv) low participation by the private sector in project financing, and (v) lack of
multimodal articulation.

e The mining-energy sector represents the opportunity that the country has of taking
responsible advantage of the wealth of natural resources the country has to
generate sustainable growth and greater social, regional, and inter-generational
equity. The elevated projections regarding petroleum and coal production for the
next few years, the estimates on climbing international prices related to the mining-
energy basket, and the growth in exploration within national territory clearly show
the crucial role that this sector will have upon the Colombian economy over the next
few years.

Linked to the development of the mining-energy sector is a large responsibility
related to environmental management. The development of this engine cannot go in
contrary direction to the country’s sustainable development and its preservation for
future generations.

e The innovation-based sectors are the symbol of Colombia’s vision toward the future,
the country’s bet on greater development, and the firm ambition to compete on
equal terms with countries having greater income on international markets. The
aforementioned four engines have been and are fundamental for the country’s
development. Nevertheless, the Colombian economy in the future will require relief
sectors, in other words, the country will need to push the innovation engines. The
production structure of Colombia is of low productivity and is comprised of goods
and low added-value services and is ever more concentrated on primary goods
based on mining-energy resources.

The above means that Colombia requires a transformation in its production; a
transformation toward products based on innovation especially toward high value-
added services that generate qualified employment. Efforts will have to be
concentrated on some of the bottlenecks for this purpose, such as: (i) low level of
investment in research and development, (ii) the weakness in university-business-
State alliances, (iii) limited access to financing by new enterprises, (iv) the dispersion
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of institutional efforts and allotment of resources, and (v) low capability in the
formulation of innovative projects within the regions.

Some strategic guidelines for thrusting the five growth engines and generation of employment
are:

e New sectors based on innovation

o Focus the science, technology, and innovation capabilities on strategic areas such
as biotechnology, energy, health, design, and creative and cultural industries
through: (i) the drafting of business plans, (ii) the development of programs for the
transfer of technology, and (iii) the implementation of financing schemes through
the Fondo Francisco Jose de Caldas, for example.

o Promote the association and working-in-chain among producers: articulate the
regional agencies (i.e. Codecyt, Comites Universidad-Estado-Empresa [sic]
[University-State-Business Committees] under the coordination of the Regional
Commissions for Competitiveness and the implementation of three support
programs related to: (i) the promotion of clusters; (ii) the development of
suppliers; and (iii) support for technological parks.

o Implementation of a model on development banking led by Bancoldex for the
integral execution of regional entrepreneurial development instruments.

o Provide support to the design and implementation of models, products, and
innovation processes that offer a solution to specific social problems.

e Agriculture and rural development

o Improve the innovation processes within production systems with a view toward
improving productivity, reducing production costs, and increasing agro-alimentary
production.

o Implementation of a new and integral technical assistance scheme that improves
capabilities for the execution of business plans including, in addition to the
traditional focus on technical and productive aspects, the generation of
capabilities for project execution, product merchandising, and the establishment
of associative modes throughout the production and transformation chain.
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o Adequate planning on the use of the territory that allows taking advantage of the
production potential of the regions while considering soil dedication,
environmental aspects, and market access.

o Development of an Integral Policy for Managing Water Resources.

o Facilitate access to land with the objective of production through the
implementation of the Ley General de Tierras y Desarrollo Rural [sic] [General Law
on Land and Rural Development].

o Put into force the policy on Integral Management of Restitution with the objective
of recovering the rights over land lost due to the violence in general.

o Promote integral risk-management schemes that promote preventive
management in light of the effects of climatic variability, prices, and the rate of
exchange.

o Establish mechanisms that facilitate private investment in agro-industrial projects
through agro-business zones of development along with the flexibility in the
restrictions associated with the Unidad Agricola Familiar [sic] [Agricultural Family
Unit].

e Housing and friendly cities

o Develop and implement policies for the improvement of a sustainable
environment for the cities such as: integral improvement of neighborhoods, urban
renovation, integral solutions for solid and liquid residues (new technologies,
formalization of recycling organizations, policies on consumption and production),
adequate management and disposal of rubbish, sustainable construction, risk
management within the territorial organization plans, and rainwater management.

o Progress in the design and execution of housing macro-projects.

o Adjustment to the family housing subsidies: simplification of program
disbursements, simultaneous approval of credit lines and anticipated generation of
housing offers.

o Putting the execution of departmental second-generation plans for potable water
and sewage into operation.
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o

Consolidate and structure urban mobility projects: (i) implementation of the SITM
and SETP? and assure that these are duly articulated with the POT, and that these
are the structuring core of the Plans on Mobility, (ii) formulate and implement four
Regional Integrated Transportation Systems as well as four Integrated Public
Transportation Systems along with the development of sustainable environmental
mobility strategies for four cities with populations under 250,000 inhabitants,
(iii) determine the policy and inter-institutional aspects for the intelligent
transportation systems (SIT), and structure SIT projects for four cities in Colombia.

e Transportation infrastructure

@]

Transform the INCO into the Agencia Nacional de Infraestructura (ANI) [sic]
[National Agency for Infrastructure] with the objective of improving the technical
capacity and quality of project structuring (adoption of project maturation policies
and implementation of a new generation of concessions).

Create the Vice Ministries for Infrastructure and Transportation and strengthen
the Superintendence for Ports and Transportation.

Simplify and reinforce the regulatory framework for the sector: define the
procedure for dismounting the freight fees table, develop the National Policy for
clean fuels and technological renovation.

Successful Proceed/Finalize with the large projects — roadways, ports, airports, and
railways—; initiate the execution of the projects considered under the long-term
Master Transportation Plan while taking into account the impact from climate
change.

Implement clean technologies (hybrid vehicles run on gas or electricity) in public
and private transportation vehicles and incorporate variables related to climate
change within the structuring of projects.

e Development in mining and energy expansion

o

Electrical

= Strengthen the energy wholesale market and the scheme for buying on trust by
promoting the transparency of the operation and consolidation of an integral,
transparent, and timely information system.

2 SITM: Sistemas Integrados de Transporte Masivo [sic] [Integrated Mass Transportation Systems], SETP: Sistemas Estratégicos de Transporte
Publico [sic] [Strategic Public Transportation Systems].
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Assign the resources, based on regional criteria, earmarked for increasing
coverage and improving the quality in service for electric energy, prioritizing
distant regions and the more vulnerable population segments.

Design the mechanisms required to speed up the use of mining-energy
resources in reconstruction and rehabilitation of zones affected by natural
disasters.

o Hydrocarbons and gas

Consolidate incentives in order to attract investments toward the sector;
(i) maintain the economic conditions, physical security, and rules in force
related to contracts, (ii) broaden the level of awareness of sub-soils, (iii) assess
the legislation on industrial security, and (iv) identify and materialize the
potential in non-conventional deposits.

Execute the transportation capacity and expansion projects in ducts and
guarantee third-party access to the transportation infrastructure for
hydrocarbons and petroleum derivatives.

Design and implement a policy for the consolidation of the natural gas sector
which encompasses issues such as storage, exploration expansion, definition of
destination or final use of the gas, the institutional framework, and reliability in

supply.

o Mining

Create a solid and reliable institutional framework through communication
channels with other sectors that allow increasing private investments: (i) revise
the assignment of competence and functions of Ingeominas [sic] as well as
those of the delegations in Governorships (ii) create the National Minerals
Agency, (iii) reduce the timeframes for response to the mining title processes,
among others.

Develop strategies for increasing productivity and formalize and improve
security within the mining sector: (i) implement actions to avoid the
merchandising of minerals from illegal origins, (ii) culminate the mining
legalization programs currently in progress, (iii) consolidate miner-training
actions, (iv) push financing mechanisms forward for small and medium-sized
mining operations, (v) improve mining security through the strengthening of
surveillance and development of legal schemes such as termination due to non-
compliance of technical obligations, (vi) take the measures required to punish
illegal activities as well as for filing charges and dispose of the goods seized, and
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(vii) design certifications that evidence the fact that the explorations meet the
technical, environmental, and social prerequisites required.

Consolidate the Sistema Nacional de Informacion Minero (SI Minero) [sic]
[National Mining Information System].

Consolidate and design the schemes for the transfer of technology.

4. Equality of opportunities for social prosperity

The final objective of the Government and the National Development Plan 2010-2014, used as
the roadway map, is prosperity for all Colombians. This means achieving a society that has
more jobs, less poverty, and more security. The vision on society that Colombia wants is one
of a society with equal opportunities and with social mobility in which being born under
disadvantageous conditions does not mean the perpetuation of these conditions throughout
their lives but upon which the State efficaciously resorts to guarantee that each Colombian
citizen may have access to the tools that are fundamental to allow them to make their own
destiny regardless of their gender, ethnicity, social status, sexual inclination or place of origin.

Just as economic growth leads to greater social development, the policies and progress
related to social development and equality of opportunities, in addition to generating a
positive impact upon the wellness of the population, will also provide feedback regarding
economic growth and which translates into greater productivity.

Currently, 46 percent of the population in Colombia is found under a condition of poverty and
16 percent under extreme poverty. Added to all of the above, the Gini® coefficient, which
measures the inequality in income by country, is around 0.57 and which today is one of the
highest in the world. Likewise, Colombia has one of the highest unemployment rates within
the Latin American region.

One of the conditions required for reducing the levels related to poverty and inequality is
guaranteeing the operation of the Social Protection System which encompasses, in global
terms and within three main components: (i) integral health-social health security,
professional risks, and unemployment protection, (ii) social promotion, and (iii) policies and
programs for educating human talent. These components are complemented with current

8 Higher values equate into greater disparity in income.
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mechanisms to handle vulnerable groups under situations of crisis as well as instruments that
make access to the population possible to physical and financial assets.

One of the large components of the social protection system is social promotion focused on
the poorer and more vulnerable population segment. What is sought through this is
promoting the insertion of the poorer and more vulnerable into the social services structure,
provide integral attention to this segment, and offer accompaniment and tools that allow
these poorer families to generate income in a sustainable manner and definitively break the
poverty situation within which they find themselves.

One of the more outstanding strategies directed at the poorer and more vulnerable
population segment of Colombia is la Red para la superacién de la Pobreza Extrema —Juntos*
[sic] [the Network for overcoming Extreme Poverty -Together-] in which one and one-half
million Colombian families steeped in extreme poverty are provided support. Although the
Network has attained remarkable results over the last few years, this program still faces some
future challenges such as: (i) the need to set clear conditions for exiting this situation along
with transition mechanisms, (ii) the lack of a geographic focus, (iii) weakness in the allotment
mechanisms, (iv) the lack of a legal framework related to competences and responsibilities of
the entities linked to the Networkd for overcoming extreme poverty, and (v) weakness in
execution by the territorial entities within this realm.

Within the Colombian case, social promotion is also focused on a vulnerable group of special
importance for the country: displaced persons. It is estimated that nearly 3.4 million persons
have been victims of forced displacement and consequently have been relegated and cannot
exercise their rights. Based on the above, the large challenges within this realm are: first,
guarantee the effective exercise of the rights of the displaced population and, second,
establish the mechanisms and criteria required to end forced displacements within the
territory. Regarding the first challenge, it is timely to note that, to date, significant progress
has been made regarding their rights in health, education, identification, alimentary, and
family reunification but there are still some gaps in housing, income generation, and
restitution of land.

4 The Network for overcoming Extreme Poverty -Together- has as its objective aiding 1,500,000 families to overcome their situation and
improve their standard of living. La Red has three components: (1) family and community accompaniment, (2) execution of offers and
preferential access, and (3) institutional strengthening.
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On the other hand, one of the big objectives of the Social Protection System is to guarantee
equality of opportunities for the entire population. This involves the consolidation of the
health and education systems offering universal, sustainable, and quality coverage.

The country has made significant progress over the last few years in health: coverage has been
expanded and it is almost universal today, the country has fulfilled, in an anticipated manner,
the millennium objectives on development related to triple viral vaccination and institutional
response to births along with a reduction in infant mortality, going from 25.1 per thousand
live births in 2002 to 20.6 in 2008. Maternal mortality is currently less than the average for
Latin America which is close to 75 for every 100,000 live births.

Meanwhile, education is perhaps the more effective tool in reducing disparity and
guaranteeing equality of conditions for income generation. The first step in attaining complete
and quality education is to assure total and integral response during the first years of
schooling. Equality of opportunities, without this first step, will never be a reality. There is
insufficient integral response coverage during early school years in Colombia and for the poor
and vulnerable population segment this hovers around 23%. Surveys likewise report that close
to 50% of parents feel that children under five are not at an age to attend early-school integral
response centers.

Once education during the first stages of life is culminated, the challenge is to continue the
learning process with basic and median-quality education. Although substantial progress in
the amount of coverage across the country has been made over the last few years, there are
still large challenges in reaching distant regions as well as in improving the quality and
pertinence of education throughout its stages. There is also low coverage within higher
education, low participation in technical and technological education, and an insufficient
number of graduates with Master’s and Doctorate degrees especially within scientific areas.

One of the objectives in establishing an equitable and quality-based educational scheme is to
facilitate the possibility of generating income to the population in a sustainable manner
through the use or generation of successful enterprises. Regarding this last point, the
importance of generating a business environment stands out within which the generation and
development of new enterprises is favored for the lower-income population; an environment
that allows ideas to become businesses and for these businesses to grow and generate
employment and economic dynamism. Colombia has substantially progressed over the last
few vyears in generating an environment that is appropriate for business and
entrepreneurship. Nonetheless, there are still some obstacles identified, such as: (i) the lack of
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coordination of the policies on employment, entrepreneurship, and income generation,
(ii) low articulation of the role players that are pushing these policies, and (iii) the absence of
processes of accompaniment to promote employability, entrepreneurship, and income
generation especially for the poorer and more vulnerable population segment.

On the other hand, within compliance with the strategies on equality of opportunities for the
population, what jumps to the fore is the importance of gender equality. Gender equality
looms as a large challenge in which, although the country has progressed on this issue over
the last few years, for example through the hiring of more and more women at all levels, there
is still a long road to run on this issue. For example, on issues such as: (i) interfamily violence,
(if) equitable conditions for wage compensation, (iii) recognition of unpaid work and its
contribution to the caregiver economy, (iv) support for mothers as heads of households,
(v) low participation of men in higher learning, or (vi) the guarantee of the liberties of the
LGBTI® population segment.

Likewise, within the guidelines for reaching equality of opportunities for the entire population,
it is worthwhile to place special emphasis on the development of policies directed at specific
population segments such as ethnic groups (Afro-Colombian population, those from
palenquera and raizal, indigenous peoples, and Rrom-gypsy people) that represent close to
13% of the national population and that, in general, especially suffer due to lack of
opportunities and high poverty indices.

The application of differentiated policies should also reach specific segments of the population
such as the handicapped population, youth, and senior citizens segments. The following are of
particular importance regarding this point: improvement for employability of youth, which is
currently registered at a rate of unemployment of over 20%, assurance of schemes that lead
to a pension system that is more inclusive which assures a dignified standard of living for
senior citizens as well as the social inclusion for the disabled population segment along with
their families.

As has been previously noted, integral social development and equality of opportunities
definitively seek improving the standard of living of the entire population. The individual
standard of living not only depends on the income generated or of the health condition or the
education to which the individual has access. The standard of living also depends on other
critical elements such as culture, sports or the offering of recreational activities. Significant

® LGBTI: Lesbians, Gay, Bisexuals, Transgender and Intersex individuals.
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progress has been made within this realm in the country over the last few years. However,
there lacks elevating the importance of these and thrusting their development even more.

For example, with regard to culture, through the Plan Nacional de Lectura y Bibliotecas [sic]
[National Plan on Reading and Libraries] total coverage of the municipalities that have at least
one library linked to the Red Nacional de Bibliotecas Publicas [sic] [National Public Library
Network]. Nonetheless, only 58% of these have access to internet. Similarly, within the sports
environment there are 54,780 sports scenarios but 27% of these are not finished, 15% are in
mediocre conditions, and 40% are in poor condition.

Some strategic guidelines for generating an environment of equal opportunities for social
prosperity are:

e Early childhood, childhood and adolescence:

o Design and implement the early childhood integral response strategy known as
“Strategy from zero to forever” which is under the leadership of the Presidency for
the Republic and is especially focused on the poorer and more vulnerable
population segment and has strategies on issues such as: human resources and the
infrastructure of response centers, unified information systems, and program
assessment.

o Promote and guarantee the protection of rights in early childhood and
adolescence: (i) improve the programs on nutrition and healthy habits, (ii) execute
training strategies for parents, educational agents, and caregivers on
comprehending that children and adolescents are persons with rights, (iii) develop
strategies for the prevention on interfamily violence, child abuse, and sexual abuse
of minors, (iv) design and implement inter-sector strategies to reduce adolescent
pregnancy, and (v) implement and strengthen the strategy for the prevention and
eradication of child labor.

e FEducation of human resources:

o Generate opportunities of access and permanence to close regional and social
gaps in all educational cycles: design plans for coverage with the secretariats for
education of the territorial entities and widen and strengthen the offering of
educational schemes for the vulnerable population.
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o Educate with pertinence on innovation and productivity: strengthen and
implement new schemes for the articulation between middle level and higher
education, and design strategies to promote entrepreneurship in educational
establishments.

e Access to and quality in health, universal and sustainable:

o Gradual and sustainable unification, revision, and updating of the benefits plans.

o Regulate the services that are excluded from the benefits plans through: a
technological assessment agency, price-regulation mechanisms, and information
and follow-up systems.

o Promote lifestyles and reduce the prevalence of risk factors related to chronic
disease: (i) National Plan for Alimentary Security and Nutrition, (ii) National Policy
for the Reduction in the Consumption of Psychoactive Substances, (iii) National
Operational Plan for Mental Health, and (iv) Ten-Year Plan for Physical Activity.

e Promotion of Culture

o Strengthen the National Culture System as the agency for coordination among the
National Government, the Central Bank, and territorial entities in developing the
policy on culture.

o Implement strategies to provide support to entrepreneurship within cultural
industries: (i) identify and develop cultural entrepreneurial processes, (ii) draw up
strategies for promoting investment in culture industries, (iii) provide technical
and financial support to small-sized culture businesses, and (iv) develop
educational programs for the artistic and cultural sector.

o Design and implement early childhood cultural programs: (i) develop sensitization
and artistic education programs, (ii) promote cultural infrastructure through early
childhood services, (iii) provide artistic education to caregiver and education
agents, among others.

o Strengthen the Reading and Writing Program: conduct an inventory of the current
status and supplies of public libraries including their connectivity; and implement
territorial co-financing schemes for the municipal culture infrastructure, among
others.

o Continue with the cultural heritage conservation programs of the country.
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e Sports and recreation

o Widen and improve the sports infrastructure within the country: review, assess,
and optimize current inventory; create the Fondo Social de Infraestructura
Deportiva y Recreativa Nacional [sic] [Social Fund for Sports Infrastructure and
National Recreation], and promote certification of the municipalities that meet the
prerequisites established for equipment.

o Promote sports practices: design and implement programs for maintaining,
stimulating, and rating the physical activities at educational establishments; and
create the Sistema Nacional de Competencias Deportivas y Académicas “Supérate”
[sic] [National System for Sports and Academic Competence], especially directed at
the vulnerable population segment.

e Red para la superacion de la pobreza extrema —Juntos [Network for Overcoming
Extreme Poverty — Together]

o Continue and assure family accompaniment for one and one-half million families
and simultaneously define the conditions for exiting the Network for Overcoming
Extreme Poverty.

o Integrate the offering of social services and programs around the families of the
Network for Overcoming Extreme Poverty.

o Establish a prioritization mechanism and efficient allotment of the investment
expense for the Network for Overcoming Extreme Poverty according to the
information on the potential demand and the social offer in existence.

o Implement the Programa de Asistencia Técnica Territorial [sic] [Program for
Territorial Technical Assistance] to strengthen territorial capabilities for
overcoming extreme poverty.

o Design and implement the follow-up system “Focalizacion Progresiva” [sic]
[Progressive Focus]: for follow-up mechanisms to actively search for potential
beneficiaries, and design monitoring and follow-up indicators.

o Develop targeting instruments that will consider spatial, geographic, and territorial
dimensioning.

o Design and implement the Registro Nacional de la Oferta de Promocién Social
publico-privada [sic] [Public-Private National Register for the Offering of Social
Promotion]
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o

Implement and put into operation the new technological platform SisbenNet in all
of the municipalities of the country and optimize the information with crossover
and validation of the SISBEN through external bases.

e Employability, entrepreneurship and income generation

Develop strategies and programs for the effective search of employment,
improvement of the occupational profile, and professional orientation: deepen the
interrelationship and complementariness among the Labor Intermediation System,
the Systems for Protection to the Unemployed and Education of Human
Resources, and the Strategy for the Execution of Human Resources.

Incorporate into National Government entities the responsibilities for the follow
up on employment that these generate along with the definition on the need for
human resources required for their respective sector.

Improve the labor information systems: conduct detailed follow up upon the
impact of the policies for job generation; and strengthen job-market territorial
observatories.

Strengthen the existing6 income-generation policy through: (i) private-social and
international cooperation investment resource channeling mechanisms,
(i) stimulus and accompaniment in labor insertion for youth and inactive adults,
(i) labor linking in infrastructure projects, (iv) technical-assistance programs under
the leadership of the Bancoldex, and (v) scholarships and subsidies for
involvement in job-education programs.

e Policy for the forced displacement population due to violence

o

Adopt measures for searching the Effective Enjoyment of Rights of the displaced
population segment and, through this, achieve that said population segment
overcome the situation generated by forced displacement (Suspension):
Develop prevention strategies to attack the causes of this phenomenon and
reduce new displacements.
Continue with and consolidate the policies on health, education, family
reunification, and nutrition.

® CONPES 3616
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Strengthen and adjust the policies directed at psychological and psychiatric
response, vaccination, minimum subsistence, and advanced-age education.
Carry out structural reforms to achieve the articulation of the policies on
housing, income generation, and land restitution within the framework of
return or relocation.

Determine the criteria so the population can overcome the situation generated
by forced displacement.

Adapt the measurement and follow-up mechanisms.

Articulate the efforts of national and territorial entities.

e Ethnic groups

o Promote equal opportunities for ethnic groups through actions and differential
strategies for each group related to: social protection; permanence and pertinence
in education; income generation; entrepreneurship and employability.

o Protection of fundamental rights of the ethnic population: (i) apply the policy on
Human Rights for ethnic groups, (ii) adapt protection measures related to attacks
against members of ethnic communities, and (iii) develop a policy for recognition
of cultural initiatives, among others.

o Develop affirmative action policies: within the framework of the process of prior
consultation for the National Development Plan 2010-2014 so agreements may be
reached related to actions, programs, and resources for the different sectors.

e Gender

o Develop an Integral National Gender Policy that responds to the transversal nature
of said issue within public policy and adopt the affirmative actions that are
deemed necessary.

o Create the National Observatory on Violence with the objective of investigating,
analyzing, visualizing, and conducting follow up on this issue placing special
emphasis on gender, interfamily, and sexual violence.

o ldentify the magnitude of unremunerated work and job discrimination through
surveys and studies of their determinant factors.

o Promote and increase the levels of political participation by women: affirmative
actions that guarantee gender equality as a principle, national campaigns for the
promotion of women'’s participation in politics, among others.
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o Full application of the principle on equality and respect for differences based on
sexual orientation and a person’s dignity thus protecting the right to free
development of their personality.

e The ha

ndicapped population segment

o Strengthen the Sistema Nacional de Discapacidad (SND) [sic] [National System for

th

e Handicapped]

Coordinate and articulate the reformulation and implementation of the Policy
on the Handicapped: i) identify the risks of being handicapped and design and
implement prevention programs; ii) design, maintain, modify or implement
programs that allow improving employability of handicapped persons; iii)
strengthen the programs for promoting Paralympic sports; iv) promote and
facilitate physical, cultural, and recreational activities for handicapped persons;
v) provide and improve access, response, and the pertinent quality education
for handicapped persons; and vi) promote and assure equality in the conditions
based on competence and skillfulness in hiring or linking handicapped persons
in public and private establishments.

Formulate and implement the Ten-Year Accessibility Plan.

o Assess and develop alternatives that allow the prevention and progressive access

to

integral healthcare under handicapped conditions.

5. Peace Consolidation

Prosperity for all, which is the cornerstone principle for the National Development Plan 2010-

2014, may on
territory. This

ly be reached through the guarantee of the prevalence of Rule of Law across the
implies peace consolidation, guaranteeing full observance of human rights, and

providing a speedy and efficacious justice system.

It is unquestionable that the country has taken significant steps toward consolidating peace

over the last

few years: between 2003 and 2009 the number of extortive kidnappings was

reduced by almost 90%, terrorists acts reduced by more than 80%, and subversive acts
reduced by 64%. In spite of this progress, overcoming violence is still a pending and complex

task. Part of t

he violence has migrated to urban and border areas while groups outside of the

law have designed new ways of organizing themselves — through criminal bands and incidents
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within urban areas -, operating with greater displacement on the borders and financed
through different sources of organized crime such as the illegal extraction of minerals and
trafficking of arms, animal species and persons, money laundering, fuel theft, and the
cropping, production, and trafficking of drugs.

Efforts to combat violence have not been limited to confrontations with delinquents and their
being brought to justice afterwards. These efforts are framed around a broader concept that
also encompasses the search for basic pillars of transitional justice such as truth, justice,
reparation, and guarantees of not repeating such acts. The Colombian State has made
significant progress within this area.

As an example, since the beginning of the processes under the Law for Justice and Peace, the
search for the truth has been supported in more than 38,000 crimes that involve 50,000
victims; process that has led to the exhumation of 3,407 bodies in 2,815 common graves.
Nonetheless, the challenges the country faces within this area are still considerable.

The security-related goals reached leave, as a lesson learned, that the problem of a lack of
security is not only responsibility of the Public Forces. A definitive and long-lasting overcoming
of this blight implies the need to establish synergies and strengthen coordination among the
State’s institutions and the civilian population. Two prerequisites that jump to the fore on this
issue are the efficiency of justice and the reduction in impunity. Both of these subjects are
keys to fulfilling the rights of citizens as well as for increasing investment in the country and
stimulating economic growth.

Consequently, a significant challenge is to handle the hardships that, in terms of access,
efficiency, and efficacy, the Colombian judicial system presents. To illustrate this point, the
system has a file inventory workload of close to 2.35 million cases added to: (i) access barriers
by the more vulnerable, (ii) congestion in courts, (iii) inability of the system to adapt to new
criminal modalities, and (iv) a continuous upward spiraling incarceration rate.

The improvement in security and the reduction in impunity, through improvement in access to
justice, efficiency and efficacy of the legal system, are not enough to guarantee respect for
human rights as well as complying with international human rights. Complementary steps are
required related to aspects such as: citizen culture on human rights, the right to life, personal
freedom and integrity, the fight against discrimination, and respect for personal identity.

Promotion of respect for Human Rights, by not only State entities but also by the population
itself along with support for the policies on reparation, are fundamental in preventing the
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recurrence of past conflicts and disputes and, thus, provide conditions for consolidated
security that allow greater progress related to institutional strengthening, economic
development, and social wellness.

Some strategic guidelines for peace consolidation, having speedy and efficacious justice, and
guaranteeing respect for rights are:

e Security — public order and citizen security

o Generating the conditions and consolidating inter-institutional coordination to
have the possibility to protect the engines from any interference and perturbation.

o Consolidate security and intensify the fight against illegal armed groups (GAML): (i)
promote investment programs to improve the means of protection by Public
Forces especially the means earmarked for intelligence gathering on militia and
clandestine collaborator structures, (ii) continue responding to the demands for
security within the areas of consolidation and within the overland and marine
border areas, and (iii) progress in the modernization of the management and
administration of the sector.

o Counter delinquent activities from the links within the drug chain and other illegal
sources of income: among others, formulation of an integral policy against drugs —
prevention of consumption, institutional coordination; and design and
implementation of strategies to combat new criminal modalities such as the
trafficking of arms and animal species.

o Maintain and update strategic capabilities: strengthen the intellectual capability,
and improve readiness and the capacity to react in order to guarantee territorial
integrity and defend its sovereignty.

o Guarantee citizen protection in light of the risks and threats to their security:
(i) reduce, neutralize, and control the risks related to the occurrence of crimes in
cities through a coordinated policy of prevention, (ii) recover, maintain, and
improve security by strengthening Police capabilities, (iii) strengthening of the
judicial systems linked to citizen security, (iv) strengthen the reporting and
institutional response system, and (v) develop programs to increase love for and
adherence to citizen culture by the population along with some norms related to
living in community.
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e Justice

o Define ambitious policies that will allow moving forward towards more efficient
and modern justice: (i) gradual implementation of communication between the
different jurisdictions and specializations [sic], (ii) make legal proceedings flexible
and harmonious, and (iii) incorporation of new information technologies and
execution models into the Legal System.

o Strengthen legal defense of the State.

o Consolidation of informal justice: provide support to institutions and officials
authorized to exercise these functions and consolidation of spaces and figures to
promote the pacific solution to controversies.

o Develop a coherent policy on crimes: (i) strengthen articulation among State
entities, (ii) develop strategies within areas in which high crime indices have been
identified, (iii) strengthen the investigative and technical-scientific capacity of the
entities, and (iv) give priority to the Sistema de Responsabilidad Penal para
Adolescentes [sic] [Juvenile Penal Responsibility System] through, among others,
the building of Centers for Specialized Attention as well as for preventive action.

o Establish a comprehensive penal policy through: (i) a master plan for repositioning,
rehabilitation, and maintenance of the penal infrastructure, (ii) modernization of
the INPEC [sic] as an example, through the TIC Strategic Plan, and (3) strengthening
of treatment and development plans for the incarcerated.

e Human Rights (DDHH) [sic], International Human Rights (DIH) [sic], and transitional
justice.

o Creation of the Sistema Nacional de Derechos Humanos y Derecho Internacional
Humanitario [sic] [National System for Human Rights and International Human
Rights: formulate and coordinate the Politica Nacional Integral de DDHH y DIH [sic]
[National Integral Policy on DDHH and DIH], and consolidate public sector policies
focused on rights under a differentiated emphasis.

o Draft the National Integral Policy for DDHH and DIH which components are:
() national action plan for DDHH and DIH, (ii) prevention of violations against
DDHH and infractions under DIH, (iii) education and culture related to DDHH,
(iv) protection, (v) integral policy by the Ministry for National Defense on DDHH
and DIH, (vi) access to justice and the fight against impunity, (vii) the international
scenario, and (viii) equality and non-discrimination.
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o Drafting of a policy on response and integral reparations to victims of serious
DDHH violations and infractions of the DIH.

o Create the Sistema Nacional de Atencion y reparacién a victimas de graves
violaciones a los DDHH e infracciones al DIH [sic] [National System for Response
and Reparation to Victims of Serious Violations of DDHH and infractions of the
DIH] that will set forth and channel National Government actions on this issue.

6. Environmental sustainability and risk prevention

The flooding caused by the rains during the monsoon season in mid 2010 and which is
expected to continue through the first half of 2011, has changed the course of the
environmental policy and posed a risk to the country, has transformed the vision of Colombia
regarding the possible consequences of climate change, and has inevitably altered the
government’s vision during this four-year term, and, consequently, the National Development
Plan as its main instrument. Efforts made related to humanitarian aid, rehabilitation, and
reconstruction, redistribution of resources and the need to rethink the strategies on
prevention within some sectors to prevent adverse consequences in the future, in light of the
natural phenomena, are some examples of these.

The emergency caused by the monsoon season has left: (i) more than 2.27 million persons
affected in 755 municipalities of the country, (ii) 313 deaths, 290 injured, 63 disappeared, and
130,000 persons in temporary housing, (iii) 5,700 dwellings destroyed and 341,000 damaged,
(iv) 751 roadways, 66 bridges, and 134 pedestrian bridges affected along with 269 aqueducts,
16 sewage systems, 813 educational centers, 15 health centers, and 38 community centers,
and (v) 807,609 hectares flooded and 200,000 affected by the humidity. In order to
understand the magnitude of these, close to $26 trillion pesos will be required and distributed
in the following manner: 5% for humanitarian aid, 21% for the rehabilitation phase, and 74%
for works in recovery, reconstruction, and prevention. It is worthwhile to highlight that rainy-
season situations will continue to be evidenced during the first half of the year especially
during the period of April-July for which the aforementioned figures and resources are still in a
preliminary stage.

The estimate for the resources associated to the monsoon season for the period 2011-2014, at
this point in time, reach $25.8 trillion, at the exchange rate for 2010. These will be distributed
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in the following manner: emergency humanitarian aid $1.2 trillion, rehabilitation $5.4 trillion,
and risk prevention and mitigation $19.1 trillion.

More than a catastrophe, the monsoon season constitutes an opportunity to correct errors
and prevent future disasters. For this adversity to become an opportunity, it is necessary to
conduct an exhaustive diagnostic of environmental and risk management of the country as
well as identify the modifications required to handle the recent consequences and prevent or
reduce future ones. In other words, an understanding of the country’s geography is required
along with the knowledge of its risks and adapt to these.

Colombia is an exceptional country within the realm of wealth and natural and cultural
diversity. This wealth has been the basis upon which the country and its regions have set up
and carried out, to a good measure, its development strategies. Although the higher degree of
economic growth has significantly contributed to improving income and the wellness of
Colombians, this has been accompanied by environmental deterioration and accentuation of
the problems related to deforestation and water and air contamination.

For example, it is observed that 85% of the production systems in Colombia are located within
areas vulnerable to desertification, and 48% of the country is susceptible to erosion. These
factors degrade approximately 2,000 hectares per year within the Andean Region and affect
the competitiveness of the agricultural sector, the availability of foodstuffs, and the quality
and quantity of water. It is likewise estimated that environmental degradation in Colombia
represents losses equivalent to 3.7% of GDP, figure that encompasses the costs associated
with urban and intra-domicile atmospheric contamination, deficient water-supply services,
sanitation and hygiene, disasters and soil degradation, and these are associated to a higher
increase in morbidity and mortality rates, especially among the poorer (World Bank,
2007:118).

In similar fashion, it is found that the chemicals utilized in production processes contaminate
water, air, and foodstuffs thus generating significant risks to public health, production, and
ecosystems. A sector that merits special attention, due to its potential for causing
environmental deterioration, is mining. Although Colombian legislation prohibits carrying out
activities for commercial purposes within areas of environmental importance, compliance
with these stipulations has been limited and, in many cases, informal mining has caused
severe environmental consequences especially in the use of and effects upon water resources.
Environmental liabilities associated with legal mining activities have not been quantified in
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economic and social terms nor have these been internalized or taken into account under
specific financial sources for their recovery.

One of the critical aspects of environmental management is water resources. Although
Colombia has superficial water areas of more than 2000km® and 36% its territory has
underground water, it has been found that 40% of the main sources of the country are
vulnerable to deterioration. There is merit in highlighting, with regard to this point, that the
highest levels of contamination are present in the water basins where the highest level of
economic development takes place and where this can cause the greatest impact upon its
population.

On the other hand, the disorganized housing processes that have been generated within many
regions of the country have caused a transformation of the landscape, loss of biodiversity,
reduction in public spaces, reduction in air quality, have affected the offering and quality of
water resources, have generated residues and losses and have affected the availability of land
and have increased the vulnerability to risks. The negative effects stemming from this
disorganized housing trend have been amply evidenced in the tragedies occurred during the
recent monsoon emergency.

The recent flooding emergency, as previously mentioned, demonstrates the devastating
impact that climate change can have. On this issue, Colombia is a country that is under the
impact of global warming, while having low gas emissions that cause a greenhouse GEI [sic]
effect. On average, the country produces 4.15 tons GEI per capita, much below the average for
Latin America which is 8 tons per inhabitant.

Climate change is a global phenomenon that not only depends on Colombia’s commitment but
on the coordinated action among countries. That is why the country, simultaneously
developing strategies to reduce GEI emissions for example by advocating for greater efficiency
in the energy basket, should likewise prepare itself to face the consequences of this
phenomenon. As a way of illustration, the IDEAM and the INVEMAR recently recorded
increases in temperature, changes in rainfall patterns, and an increase in the level of seawater
in some regions which poses a threat to coastal cities and their infrastructure as well as for
marine, woodland, and high-mountain ecosystems.

In order to guarantee sustainability in economic and social development within the country,
the incorporation of measures that tend to reduce the vulnerability in light of the risk of
disasters within sectors as well as to the population has become a priority. According to the
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United Nations, natural disasters have a disproportionate impact upon poor and developing
countries and are especially associated with dwellings located within unsafe areas. Thus, it is
seen that within this area in Colombia close to 780,000 households, or 38% of the total
number of dwellings, live under precarious conditions and, thus, are facing special threats in
light of the occurrence of natural disasters caused by climate change.

As of 2005, and after the drafting and implementation of the program for the reduction in
fiscal vulnerability of the State in the face of disasters, Colombia has gradually directed its
attention toward the need to consider risk management within territorial and sector planning.
Nonetheless, disaster management by the country faces severe hardships such as:
(i) prevalence of the “emergency” focus in the design of policies and response by the
government, (ii) weakness in the inclusion and application of dispositions for the reduction of
the risk of disasters within the plans for territorial organization, (iii) weakness in the technical
capabilities of the Sistema Nacional de Prevencion y Atencidén de Desastres (SNPAD) [sic]
[National System for the Prevention and Management of Disasters], (iv) little research and
technological development, (v) limited coordination among entities, and (vi) the absence of an
integral risk-management strategy that sets down policies and directs investments at the
national and municipal levels.

Some of the strategic guidelines for environmental sustainability and risk prevention of
disasters are:

e Environmental management for sustainable development:

o Qutlining of areas of ecological importance as a product of the sector and
territorial planning processes.

o Develop policies for the preservation and benefit of the country’s biodiversity.

o Strengthen management over water resources: developing hydrological,
meteorological, and oceanographic networks, quality surveillance and assessment
systems, standards for the steps to be taken related to the organization of water
basins, among others.

o Implementation of the Politica Nacional de Cambio Climatico [sic] [National Policy
on Climate Change], creation of the Sistema Nacional de Cambio Climatico [sic]
[National System for Climate Change], and incorporation of climate change
variables within policy instruments.
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o Institutional reinforcement: define the priorities of the national environmental
policy, deepen the quality of environmental information, and implement follow-up
and assessment schemes.

o Develop sustainable environmental policies in the engines: (i) regulation of mining
titles within areas of special eco-systemic importance, (ii) actions to guarantee the
protection of watersheds associated with agricultural projects, (iii) design and
implement strategies to offer the faculties and mechanisms for the total physical
disintegration of vehicles of contamination, and (iv) incorporate environmental
considerations in national policy related to public spaces, among others.

e Disaster risk management, good government for safe communities:

o Strengthen the Sistema Nacional para la Prevencién y Atencién de Desastres [sic]
[National System for Prevention and Disaster Management]: (i) improve the level
of awareness on the conditions related to risks within the territory, (ii) articulate
this awareness with planning and organization instruments, (iii) prioritize public
policies in light of adverse events as well as for managing recurrent disasters.

o Design a strategy of assurance for public goods of the Nation as well as formulate
policies for financial protection in order to reduce physical vulnerability of the
State in the event of disasters.

o Consolidate the inventory of settlements at risk.

o Provide technical assistance to territorial entities related to risk management.

o Strengthen the Directorate for Risk Management.

o Strengthen the Comites Regionales para la Atencion y Prevencion de Desastres
(CREPAD) [sic] [Regional Committees for Disaster Management and Prevention]
and the Comites Locales para la Prevencion y Atencion de Desastres (CLOPAD) [sic]
[Local Committees for Disaster Management and Prevention] in the formulation of
specific action plans for situations involving disasters.

e Response to the monsoon flooding:

o Phase | Humanitarian Aid
Execute response actions through the delivery of humanitarian-aid kits along
with the provision of financial resources for housing.
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Intervene certain national roadways and develop strategic actions on tertiary
roads and waterway emergency response in La Mojana, the municipalities along
the Magdalena River, and those around the Canal del Dique.

= Acquire the inventory of small producers and establish relief instruments
related to agricultural indebtedness.
Strengthen surveillance over public health and create mobile health units.
Facilitate alternative spaces for lending educational services.

o Phase Il Rehabilitation

Intervene in the national roadway system, the tertiary roadway system, and the
railway under concession.
Create a special credit line related to rainfall for farmers, develop incentives for
rural capitalization, and build and improve rural social-interest housing.

= On-site reparation and relocation of urban dwellings affected.

= Restore aqueduct and sewage systems.
Carry out maintenance and reparation works on the educational facilities
affected.
Provide attention to diseases of interest to public health and execute actions
for the recovery of the infrastructure and hospital equipment.

o Phase Il Reconstruction and Prevention

Execute strategic projects that allow definitive solutions to the problems of
exposure of the roadway infrastructure.
Develop programs for preventive relocation, execute mitigation actions such as
the stabilization of slopes or channeling, among others and repair the aqueduct
and sewage infrastructures.
Implement the Empleo de Emergencia [sic] [Emergency Employment] program
with the Ministry for Social Protection.
Recover hospital infrastructure and equipment.

= Execute repositioning or relocation plans for educational campuses.
Build a risk-disaster map for the agricultural sector and develop relocation
programs for production.

e FEnergy “basket” and efficiency:

o Establish the mechanisms and instruments to meet the demand with quality
energy products in a reliable manner so these will simultaneously contribute to
environmental conservation.
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o Assure an efficient supply of electric energy: (i) develop incentives for the
generation of alternate energy, (ii) define the regulatory framework that allows
the participation of generators on the market through the sale of energy surpluses,
and (iii) progress on studies and certifications to access and position the bio-fuel
sector on international markets, among others.

o Promote the efficient use of energy within the country: (i) implement programs for
change in the use of electrical devices, (ii) conduct campaigns that promote the
efficient use of fuels, and (iii) establish the regulation and incentive schemes for
the renovation of the motor pool, among others.

o Analyze continuity and establish schemes on the use of mixtures with bio-fuels and
the Flex-Fuel technology.

o Harmonize the set of mechanisms for establishing the prices for the different
energy products in order to respond to conditions of scarcity or abundance of
alternative resources under efficient conditions.

7. Good government, citizen participation and
combatting corruption

Institutional reinforcement through Good Government is a mechanism that is perhaps less
tangible and more complex than any social or economic program but possibly more effective
for achieving democratic prosperity.

Considerable progress has been made over the last few years in improvement of the
effectiveness and credibility of government entities. Under the World Bank’s indicator for
Governance between 2002 and 2009, for example, the country progressed in government
effectiveness going from a percentile of 38.8 to 56.2 related to participation, rendering of
accounts from 36.1 to 42.7, political stability from 2.4 to 7.1, and Rule of Law from 21.9 to
39.6. Notwithstanding that indicated by these figures, which are barely above the range of
value of 40% to 50%, the country is still far behind international standards.

One of the main objectives of Good Government is to imbed the practice of transparency at all
State levels through effective schemes for accounts rendering. In other words, the objective is
fishbowl government. The effectiveness of this objective depends on the implementation and
execution of an adequate scheme of measurement and follow up that is disciplined and is
focused on quantifiable results.
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A main prerequisite for reaching this objective lies in good management and pulchritude in
the management of public resources. This involves good spending which does not mean
spending more or spending less but to meet, while focused on results, the objectives for which
the resources have been allotted. This inevitably involves prosecuting and punishing any
undue use of State resources thus consolidating, coordinating, and strengthening preventive
and punitive State anti-corruption actions. Recent surveys show that 56% of citizens identify
corruption as being one of the three main problems of the country along with unemployment
and common delinquency. More so, instead of reducing this perception it has slightly grown
over the last two years.

Good execution of public resources also involves spending what is necessary and leveraging
what is possible. There are budgetary limitations in the execution of public policy reason why
audacity in promoting private participation in the financing of public-policy projects is also
required. Meanwhile, participation of the private sector goes beyond providing financial
resources.

For the success of complying with Good Government to be truly effective, in a broader sense,
the promotion and implementation of these postulates by the State should be complemented
with the strengthening of citizen participation along with the forming of social capital. The
effectiveness and impact of the policies of Good Government, led by the public sector, will
only reach a fraction of its true potential without citizen participation and social capital.

The country faces three large challenges for promoting citizen participation within this
framework as the core for the generation of social capital: (1) the absence of a coherent
government strategy to stimulate the exercise of participation, (2) dissemination of norms,
role players, agencies, processes, and resources, and (3) a latent weakness of the population
to organize, articulate their actions and impact upon the decisions, the implementation, and
follow up to public policies.

The following are some strategic guidelines for Good Government, combating corruption, and
citizen participation:

e Good Government:

o Promote a culture of transparency and rendering of accounts: (i) increase the
capacity of response of the entities, (ii) promote education and training programs
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for public servants and private citizens, and (ii) rationalize the processes for
strategies on public information and on-line government.

o Move forward on the implementation of the Government On-Line strategy:
promote the lending of processes and services via electronic media, promote
citizen participation, and on-line democracy, and establish mechanisms that allow
continuous monitoring of the use, quality, and level of user satisfaction.

o Promote the efficiency and innovativeness of government entities: (i) instill a
culture of efficiency and responsibility in the use of public resources, (ii) develop
initiatives for the organizational design of the entities, (iii) conform institutional
networks or clusters for the articulated and coordinated development of strategic
issues, (iv) design and implement policies related to efficiency such as shared
services, (v) establish execution directed at results, and (vi) improve the incentives
for public execution.

o Implement strategic programs for Good Government in: (i) execution of assets,
(ii) public contractual execution, (iii) State legal execution, (iv) information
systems, (v) supervision and control, and (vi) services to private citizens.

o Provide support to territories related to Good Government, prioritize Government
components on line, and the capability of public execution.

o Develop a strategy that substantially broadens access to information by public
entities.

e Anti-corruption strategies:

o Design and implement the Politica Integral contra la Corrupcion [sic] [Anti-
Corruption Integral Policy]: (i) be knowledgeable on the phenomenon; (ii) identify
the aspects, processes, and opportunities that facilitate acts of corruption; and
(iii) establish the corrective measures and actions that hinder their realization,
among others.

o Generate the conditions for inter-institutional coordination through: (i) the
Comision Nacional de Moralizacion [sic] [National Commission on Morality], (ii) the
Comision Ciudadana de Lucha contra la Corrupcion [sic] [Citizens’ Commission for
Combating Corruption], and (iii) inter-agency mechanisms that involve the
Executive and Judicial branches of government along with agencies of control.

o |ssue penal, disciplinary, and agile fiscal standards that facilitate the investigation
of cases of corruption.
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o Modernization of the agencies of control: (i) strengthen and focus the preventive
function within the Solicitor General’s Office, (ii) promote the development of
focal points, methodologies, and technical and legal tools within the General
Comptroller’s Office, (iii) broaden coverage, simplify information systems, and
strengthen the sanctions systems of the General Auditor’s Office, and
(iv) strengthen the Sistema Nacional de Control Fiscal [sic] [National System for
Fiscal Control].

e C(Citizen participation and social capital:

o Promote the Sistema Nacional de Planeacion [sic] [National Planning System] and
promote participatory budgeting: (i) push for compatibility in development plans
at different territorial levels, (ii) promote prioritization of projects by the
communities under arrangement with the national, departmental, and municipal
budgets, (iii) grant a major role of relevance to the Consejo Nacional de Planeacion
[sic] [National Planning Council] as well as for the Consejos Territoriales de
Planeacion [sic] [Territorial Planning Councils] related to the design, follow up, and
assessment of the development plans along with the tasks related to development
management.

o Design and implement the Policies for: (i) Mechanisms, Channels, and Levels of
Citizen Participation, (ii) Strengthening of Associative Civil Expression, and (iii)
Citizen Culture.

8. International Relevance

Colombia has been called upon to play a more relevant role within new global spaces and the
country aspires to assume the leadership that corresponds to it. The country has to "know
how to globalize™ and not simply “be globalized™. Therefore, a modern foreign policy will be
put into operation that looks toward the future with a diplomatic strategy that will multiply
and make Colombia’s presence within international organizations more efficacious and which
will deepen bilateral relationships.’

" Based on President Juan Manuel Santos’s inaugural speech (August 7, 2010).
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Colombia’s positioning and importance within international scenarios over the last few years
has been strengthened and the country has now taken on a position of greater relevance
within the international community. This is reflected in: (i) the consolidation of new strategic
alliances, (ii) the negotiation, signing, and executing free-trade agreements, (iii) the country
has presence within international organizations of significance, and (iv) sixteen consolidated
international cooperation programs.

Colombia is still a closed economy in spite of this amount of progress within economic and
commercial terms. To illustrate the point, the fact is that while the sum of the GDP of the
countries with which Colombia has trade agreements is close to US$3.2 billion, the figure for
Chile or Mexico exceeds US$35 billion. Furthermore, the tariff levels for the Colombian
economy continue being high (8.2%) compared to countries such as Peru and Costa Rica
(5.4%) or Chile (6%). It has likewise been found that Colombia’s share of exports in 2009
toward its top three destinations was 56% compared to 31% for Brazil, 34% for Argentina, 36%
for Chile, and 42% for Peru.

Colombia’s foreign policy is not exclusively centered on economic and commercial relations;
its policy encompasses a wider spectrum that also includes political, environmental, labor, and
security issues. One of these crucial issues is its immigration policy through which the country
has achieved some significant steps forward over the last few years: between 2005 and 2010,
there were 284 mobile consulates installed and an integral immigration policy was designed in
which 11 State entities participate. Notwithstanding this advance, the information on this
segment of the population has grown considerably over the last few years and which currently
represents close to 10% of the total population of the country does not suffice.

An issue of transcendental importance regarding international policy is border development.
The country’s borders, land as well as maritime, are a source of significant importance for
development and integration for the country. Colombia shares maritime and land borders
with eleven countries. There are strategic commercial cores identified within these such as
environmental zones of great importance. The main challenges for the development of
Colombia’s borders are: (i) the lack of a strategic vision related to its borders, (ii) their
precarious physical integration with the interior of the country and neighboring countries,
(i) institutional weakness of border territorial entities, and (iv) the growing problem related
to the trafficking of drugs and arms along with violence.

The following are some of the strategic guidelines for leveraging the international positioning
and insertion of Colombia:
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e Productive insertion into international markets:

o Continue with the negotiation, implementation, and administration of
international trade agreements prioritizing strategic partners and conducting the
international and legislative adjustments required.

o Promotion of investment in the country through: (i) the negotiation of
International Investment Agreements and (ii) the adjustment to current incentives
through investments such as free trade zones or legal stability contracts.

o Facilitation of trade: (i) continue with the policies for speeding up foreign trade
procedures, (ii) facilitate access to information on technical regulations,
(iif) continue with and improve the implementation of the Unique Foreign Trade
Window, and (iv) implementation of a foreign trade services registration system.

e [nternational policy:

o Strengthen economic, social, cultural, and political ties with neighboring countries:
diversify the agenda with traditional partners and deepen these with other
conutries such as Peru, Chile, and Mexico, and broaden the country’s participation
in UNASUR, in the Mesoamerica Project, within the Pacific ARCO, and in the
Community for Latina American and Caribbean Countries.

o Develop an insertion policy into the Asian Pacific Region, deepening: (i) political
dialog, (ii) active and constructive participation of Colombia in forums of that
region, (iii) economic and cultural relationships, and (iv) educational exchange.

o Propagate and obtain backing for the initiatives related to the maintenance of
international peace and security from international agencies.

o Diversify relationships within multilateral scenarios: join the OCDE and APEC; and
deepen the relationship with the Far East, the ERIC8, and the CIVETS through the
opening of new embassies and trade offices, among others.

o Strengthen and diversify international coopertaion through: (i) official aid to
development, (i) technical cooperation, (iii) public-private alliances,
(iv) decentralized cooperation, and (v) financial cooperation.

o Continue with the South-South Cooperation Strategy and design cooperation
strategies with Africa and the Asian Pacific region.

8 BRIC: Brazil, Russia, India and China.
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o Defend the interests of Colombians before international courts and convention
agencies.

o Push the immigration policy and strengthen consular services.

e Policies on Border Development:

o Promote border development and integration to guarantee border security and
national sovereignty: (i) establish an integral and shared strategic vision between
nation and territory, (ii) strengthen resources for developing differentiated border
strategies, (iii) design and implement the institutional capacity generation and
strengthening program for territorial development within territorial border
entities, and (iii) promote border cooperation projects within the realm of
education, health, and potable water, among others.

9. Transversal support to regional development

The objective of the National Development Plan 2010-2014 is to take a giant leap toward
development that translates to the consolidation of peace, generation of quality jobs, and
reduction in poverty. Although this is a challenge of a national nature, it inevitably requires
regional dimensioning regarding the vision, diagnostic, comprehension, and execution for its
realization.

As evidenced in the second chapter of the National Development Plan 2010-2014, Colombia is
a country with great regional disparity which is reflected in social and economic gaps between
the Departments and the interior of the same. Just as there is regional economic and social
disparity existing within these, there is also great heterogeneity in institutional capacity. For
example, with regard to the index on performance by municipal® governments, Bogota,
Cundinamarca and Quindio average more than 70 out of 100, while Amazonas, Cordoba,
Bolivar, and Vichada average less than 40. These results are very revealing if it is taken into
account that territorial governments execute more than 50% of the tax country’s collections.

° Assessment of integral performance which measures the capability of performance of local administrations: Outstanding (greater than or
equal to 80), Satisfactory (less than 80 and greater than or equal to 70), Average (less than 70 and greater than or equal to 60), Low (less than
60 and greater than or equal to 40), and Critical (less than 40).
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Strengthening of institutional capacity of the territorial entities compared, faces large
challenges such as: (i) the disperse relationship between the Nation and the departments and
municipalities, (ii) homogenous assignment of competences, responsibilities, and resources,
(i) disarticulated, fragmented, and non-differentiated technical assistance by the territories,
(iv) duplicity and disarticulation of performance and budget efforts, and (v) weakness in
public-private alliances within the regions.

On the other hand, just as there is social and institutional disparity between the regions of the
country, there are also strong economic differences among these. It is therefore evident, for
example, that productive vocation and capabilities of the high plains region are very different
from those of the Andean Zone or the coastal areas. This explains the reason why local
production areas considerably vary from region to region.

A productive setting that is common within all regional competitive plans for the departments
of the country and which has the potential of becoming a great engine for regional
development is tourism. In order to develop the tourism potential throughout the territory, it
IS necessary to overcome some sector limitations, such as: (i) low institutional capacity in
formulating and executing plans for tourist development, (ii) low offering of tourist products
according to local or regional vocations, (iii) low-quality services, low qualification of
personnel, and reduced availability of bilingual personnel, and (iv) insufficient and low quality
in support infrastructure for tourism.

Policies for productive regional development should be complemented with strategies for
urban development and generation of productive complementary aspects between cities and
surrounding rural areas or those nearby. It is estimated that activities within urban centers
have contributed, on the average and over the last 40 years, more than 50% of National GDP
growth. Furthermore, the urban population between the periods of census 1951 and 2005
went from 4.4 to 31.9 million inhabitants with a jump in total share from 39% to 74%.

Cities or metropolitan areas of Colombia in general evidence challenges such as: (i) low
economic density compared to population densities observed, (ii) strong division within cities
reflected, for example, in precarious constructions within peripheral urban areas, (iii) lack of
tools that allow articulating urban organization and mobility with its regional environs, and
(iv) lack of information systems and indicators that measure performance.

On the other hand, given the major consequences of the armed conflict upon the country’s
development, a regional analysis for the Colombian case cannot exclude economic and social
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progress of the zones more affected by the violence, which are known as consolidation zones.
These are zones that require special attention related to: (i) the consolidation of security,
(i) access to justice, (iii) economic and social development, (iv) eradication of illegal crops,
(v) development of infrastructure and connectivity, (vi) territorial organization, (vii) protection
of property rights, and (viii) establishment of follow up and assessment schemes.

The following are some of the strategic guidelines for strengthening support to regional
development:

e |[nstitutional strengthening of the territorial entities and the Nation-Territory
relationship

o Design a program for the generation and strengthening of institutional capabilities
within territorial entities and initiation of their implementation.

o Territorial organization and development: (i) strengthen the departmental level for
promoting development and as the articulating core of the State, (ii) strengthen
the legal framework to promote flexible dynamics for territorial organization,
(iii) design schemes for incentives for the processes associated to urban-regional
performance, (iv) institutionalize mechanisms for coordination and concentration
such as “Contratos Plan”10 [sic] [ ‘Contracts Plan™], and (v) strengthen the Sistema
Administrativo Nacional de Competitividad [sic] [National Administrative System
on Competitiveness].

o Decentralization: (i) prepare a project to gradually establish the differentiated and
flexible competences between government levels, (ii) unify, articulate, and
modernize the standards for good territorial government, (iii) raise the minimum
legal rate of the property tax within the municipalities, (iv) strengthen the
technical and budgetary IGAC in order to broaden its current cadastral capability,
(v) develop programs for improving territorial financial performance, (vi) reduce
budget inflexibility of territorial entities within the Sistema General de
Participaciones [sic] [General Participatory System], (vii) unify the monitoring,
follow-up, and resources control processes of the SGP and of Royalties,
(viii) consolidate a unique information-reporting system of territorial entities as

19 Contracts Plan: Contracts for public action between the Nation and the territories for the execution associated with strategic projects for
territorial development with the objective that the departmental and municipal plans will be integrated with the strategic guidelines of the
National Development Plan from the application of the principles on subsidizing, complementariness, coordination, and concurrence.
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well as of the nation, and (ix) consolidate the instruments for measuring and
disclosing the results of decentralization, among others.

e Consolidation of the city system

o Establish a long-term policy to consolidate the city system: (i) classify the city
system, (ii) strengthen the lines of research in urban-regional terms, (iii) develop
strategies to increase connectivity, and (iv) design and implement an institutional
scheme for the city system, among others.

o Strengthen Good Government in Urban Performance: (i) provide support to
regional level harmonization processes regarding the different tributary
instruments, (ii) define financing and compensation schemes for regional-impact
projects, and (iii) adjust the scheme to metropolitan areas.

e Tourism as an engine for regional development:

o Draft technical regulations for activities related to adventure tourism, and revise
and modify the hotel assessment and certification system.

o Negotiate the “open skies™ declaration with countries of interest for Colombia.

o Develop and consolidate programs for the certification of labor competence in
languages, services, and operation and design of tourist products.

o Generate incentives for the development of the tourism infrastructure:
(i) establish mechanisms for promoting construction, remodeling, and expansion
of hotel structures, (ii) extend the Plan Vallejo to tourist services and carry out
exports, and (iii) co-finance tourist infrastructure for tourism projects.

o Include eco-tourism within the Programa de Transformacion Productiva [sic]
[Productive Transformation Program]

e Plans for territorial consolidation:

o Adopt the Plan Nacional de Consolidacion Territorial [sic] [Plan for Territorial
Consolidation] as a high priority in all of its components: (i) Security for
consolidation (i.e. complementation with the roles and mission between Police
and Military Forces); (ii) Access to justice (i.e. coverage by the judicial system and
Control Agencies), (iii) Social development (i.e. coverage and quality in education,
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health, and integral social security), (iv) Economic development (i.e. promoting
productive processes, strengthening associations, access to credit and markets),
(v) eradication of illegal crops and alternate development, (vi) infrastructure and
connectivity (i.e. tertiary-roadway system, waterways, inter-municipal routes, and
use and diffusion of TIC), (vii) Territorial Organization and property rights, (viii)
Governance (i.e. improvement of capabilities and technical and administrative
competence, and social capital and citizen culture), (ix) follow-up and assessment
system.

10. Consistency of the National Development Plan

Prosperity for all refers to the challenge of generating employment, reducing poverty, and
offering security to all Colombians. This is a great dream that is placed against the background
of the National Development Plan 2010-2014 and is the direction toward which the policies
within the same point. The true challenge is to make this dream a reality which involves
setting forth the guidelines and goals in light of the reality of the country. In other words,
acknowledging the nature of the country’s productive structure as well as its natural and
human wealth, and identifying the financial limitations as well as those of the existing
environment. There are large challenges to development highlighted within this exercise such
as taking advantage of the demographic transition, identifying and thrusting the factors that
determine economic growth, and development of the strategies for growth under the
guidelines of a responsible and consistent macroeconomic policy.

e The demographic transition of Colombia, its challenges and relation to economic growth

When the economic growth of the country is analyzed the demographic dimension cannot be
discarded. Demographic dynamics are determined by three main components: birth,
mortality, and migration rates. Birth and mortality rates within Colombia, over the last 35
years, have dropped and life expectancy has increased and has spiked a rise in the difference
between emigration and immigration. This demographic trend translates into a relative loss of
juvenile population participation and a transition toward greater participation of the young
and adult population segments.

To illustrate: while in 1985 the two five-year age groups with greater share of the total
population were the 0 to 5 and 5 to 10; in 2015, these ranges are expected to be 15 to 20 and
20 to 25, respectively. This implies that youth — who are just entering the jobs market and who
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have the highest expectations of thrusting growth in productivity — will have the weightiest
impact upon the population. This phenomenon constitutes the beginning of a period called a
demographic bonus [sic] [population prevalence], making reference to the stage of higher
participation from the working-age population segment. In other words, this will be the
segment that will contribute the most to economic productivity and which will have more
impact upon economic growth within the country.

Consequently, the country is facing several opportunities that cannot be passed up; especially
the opportunity to take advantage of the potential of youth as an engine for growth in
productivity over the next few decades. In this sense, the importance of developing strategies
within areas such as the following is underscored: the implementation of employment policies
for youth, consolidation of university, technical and technological education that is pertinent
and of quality, the development of a youth entrepreneurial system, and the strengthening of
the policies on innovation and adaptation of new technologies, among others.

Under population prevalence and in the measure trends toward reducing birth rates and
increasing life expectancy continue, the opportunities for the population prevalence become
challenges. In the measure participation by senior citizens increases also increasing will be,
among others, challenges within the realm of access, sustainability, and quality in health and
pension systems.

e Factors on economic growth

Growth over the last few decades in Colombia has been low: the average for the last 30 years
has been under 3.5% annually. Average economic growth in the 1990s was under 3% and
during the following decade it barely topped 4% (see figure 3). Comparing this with developing
economies in Asia and Eastern Europe, these figures are low and have not been enough for
truly causing long-term structural social impacts.
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Figure 3: GDP Growth 1960-2009 (average per decade)
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Source: DANE, proprietary calculations.

The following are the main elements affecting economic growth: the cost in the use of
capital'!, the employment factor, the productivity of the factors, and the productivity of the
services sector which employs close to 60% of the country’s workers.

The cost in the use of capital has significantly dropped in Colombia over the last few decades
as a result of the reduction in interest rates and, to a lesser degree, in the tax policy directed
at reducing effective rates. The drop in the cost for the use of capital, added to macro-
economic stability and recent tax policies, has allowed recovering the investment rates for the
economy in Colombia to levels of close to 25%.

The cost of employment factor has systematically increased over the last few years, mainly
due to the increase in non-salary labor costs. These non-salary cost overruns are estimated to
be around 60% in addition to basic workers’ wages and are mainly comprised of parafiscal
shares and social benefits. Recent estimates show that at the beginning of the 1990s the use
of capital averaged twice as much as “use of labor™”, while at the end of the same decade this
ratio had been inverted.

Productivity of the factors is, perhaps, the component that best explains the differences that
exist between growth and income per inhabitant of the countries [sic]. In this case, in

1 Cost for the Use of Capital is defined as the cost incurred for using a unit of physical capital within a determined period of time. In this
sense, this reflects the price of capital goods which is influenced by interest rates, rate of depreciation as well as taxes and subsidies to which
investments in production assets are subject.
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Colombia, and in general in Latina America, growth of the productivity factor has been
historically low. Accumulated growth in productivity for Latin America between 1990 and 2009
was 20% less compared to growth in productivity in the United States. Within the Colombian
case, the total production factor dropped at a rate of 0.2% in the 1990s, and recovered to a
positive rate of 1.4% over the last decade.

Productivity by the services sector, as a component of great importance within total
production and employment, has a potentially high impact on the economic growth of the
country. It is seen that productivity of the services sector grew at an average annual rate of
0.37% during the period 1998-2008, with a period of stagnancy, 2006-2008, during which
period this sector only grew at 0.01% per annum.

In synthesis, a very generalized panorama of growth regarding the economy in Colombia over
the last few years yields the following results: historically low rates of growth, reduced
increase in factor productivity, high costs on the labor factor, low productivity in the services
sector, and reduction on the cost of use of capital related to work costs, which have allowed
increasing the rate of investment to similar levels of fifteen years ago.

Should this trend continue, by the end of this four-year administration Colombia will reach an
average rate of growth of 4.5% per annum and an unemployment rate of 10.5%. The main
target of the National Development Plan is to turn that trend around and initiate a new stage
in the economic history of the country characterized by high rates of growth, low
unemployment, and high productivity.

One of the main mechanisms to reach this objective is through the engines for growth and its
productive relationships with the rest of the economic sectors. The five engines for growth,
especially through innovation that generates transversal increases in productivity within all
economic sectors, are estimated to take the country, by the end of this four-year
administration, to economic growth of 6.2%, an increase in total productivity of the factors of
1.6%, and an investment rate of 30% (see table 1).
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Table 1: Macroeconomic impact of the engines*

Unemployment Investment

PTF Growth Rate*** Rate Growth Rate
Base scenario 0.7 10.5 27.0 4.5
Mining 0.9 10.3 28.0 4.8
Housing 1.1 9.8 29.0 5.2
Agriculture 1.1 9.7 29.2 5.3
Infrastructure 1.2 9.4 29.5 5.6
Innovation 1.6 9.0 30.1 6.2

* The impact from the engines was calculated based on the Modelo de Equilibrio General Computable MACEPES (Modelo de Analisis de
Choques Exdgenos y de Proteccidn Social) [sic] [Model for General Computable Equilibrium MACEPES (Model for the Analysis of Exogenous
Shock and Social Protection], and were then simulated within a Cobb-Douglas production function to establish the behavior of Productividad
Total de los Factores (PTF) [sic] [Total Productivity of the Factors].

** Corresponds to potential GDP growth

***Presumes a rate of increase in unemployment of 2.9% and a rate of increase in the PEA of 2.0%

This higher economic dynamism translates into a drop in unemployment to figures close to
9%, in other words, close to 2,435,000 jobs would be generated, as well as to a drop of close
to 5 percentage points in the index on informal employment. This, among others, will allow a
drop in the poverty rate, during this four-year administration, from 45.5% to 38%, and the rate
on indigence from 16.4% to 10.8%. Nonetheless, due to the effects of the policies on public
spending, with greater emphasis on the displaced population segment under conditions of
extreme poverty, the goal will be reduced to 9.5 by 2014.

According to the models submitted in table 1, growth by the end of this four-year
administration is projected to be 1.7 percentage points additional to the growth potential of
the economy. However, for purposes of macroeconomic programming, a potential rate of
growth of 4.5% was taken into account as a responsible position related to fiscal management
and for maintaining consistency within the Fiscal Framework in the Median Term in force. The
additional expenses incorporated into the Plan Plurianual de Inversiones [sic] [Multiyear
Investment Plan], due to the effect of higher GDP growth, may only be incorporated into the
General Budget for the Nation in the measure that said growth materializes or a prioritization
is carried out of the investment during each period, while respecting the path of the fiscal
balance established by the National Government.

Macroeconomic consistency of the National Development Plan 2010-2014 is founded upon:
(i) greater fiscal discipline, (ii) increase in public savings as a result of, among others, large-
scale reforms by the government within this realm, and (iii) intervention within the monetary
exchange market without waiving the target inflation model and the flexible-exchange-type
regimen.
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Monsoon Season flooding are included the estimates to date along with the information
available that the National Government has drafted on the impact the emergency will have on
the budget. It is well to underscore that these estimates are subject to revision and updates as
the information available on the precise magnitude of the damage caused by the monsoon
flooding grows.

The following are the financing sources for the PPI™>;

1. The National Budget for the Nation had $294 trillion pesos in 2010 (52% of total PPI).
These revenues are represented by those from the investment budget which reach
$195 trillion (35% of the total), the Sistema General de Participaciones [sic] [General
Participation System] has 99.4 trillion (18%), and operational revenues (personnel and
general expenses) associated with the Security sectors and personnel expenses for the
Justice Sector for $65 trillion (11%). It is worth mentioning that within the revenues
from the investment budget are included those associated with the sale of National
assets for financing the flooding emergency according to that established under
Decree 4820 of 2010.

2. The budget for the national decentralized sector, which reaches $6.4 trillion (1%), in
which are highlighted electric energy companies, regional autonomous corporations,
and healthcare lending entities.

3. Territorial entities, with an estimated sum of $35.7 billion (6%), as co-financiers of
some of the strategies proposed in this PND [sic] such as Housing and Friendly Cities,
Environmental Sustainability, and Risk Management, Policy for the Displaced
Population, Culture, Sports, and Strategy Against Extreme Poverty. Also included are
the estimates based on the dispositions of legislative bill 123/C, 13/S of August 31,
2010, through which the General Royalties System is created, which corresponds to
10% of the royalties allotted to Science, Technology, and Innovation.

4. The private sector with investments that reach $228 trillion (40%). Among these
investments are highlighted the corresponding engines for growth and for
employment generation mainly for: mining formalization and energy expansion ($93.4
trillion), housing and friendly cities ($73.3 trillion), and for transportation infrastructure
($16 trillion).

'3 All of the values herein included are in 2010 prices.
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In terms of the objective of the National Development Plan 2010-2014 “Prosperity for All”", PPI
resources are distributed in 47% for the pillar for Sustainable Growth and Competitiveness,
30% for Equality of Opportunities for Social Prosperity, 14% for Peace Consolidation, 6% for
environmental sustainability and risk prevention (in which is included the response by the
National Government to the monsoon flooding), and 4% for Transversal Support to
Democratic Prosperity (in which are included Good Government, International Relevance, and
Transversal Support to Regional Development).

On the other hand, as evidenced in figure 4, it is clear that public efforts (national and
territorial) are centered on the pillar for Equal Opportunities while private efforts are focused
on Growth and Competitiveness.

Figure 4: Multiyear Investment Plan (Trillions of Pesos)
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Regarding the monsoon flooding, the scheme designed for offering immediate aid to the more
affected population segment, for reconstructing the damages caused to infrastructures by the
flooding, and mitigating future risks associated to the same are detailed in accordance with
each one of the three phases of response described in the corresponding chapter.

The estimate of resources associated to the monsoon season for the period 2011-2014, at this
point in time, reaches $25.8 trillion at 2010 prices. These are distributed in the following
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manner: humanitarian relief due to the emergency for $1.2 trillion, rehabilitation $5.4 trillion,
and $19.1 trillion for risk prevention and mitigation.

Taking into account the importance that the plan has for the National Government in
conjugating the crisis and impeding extending the effects of the monsoon flooding, the
inclusion of this amount within PPl estimates required the refocusing of some expenses
already incorporated into the budgets for national-level public entities along with obtaining
additional resources to finance new expenditure initiatives, which are supported on the
adjustments effected through the Legislative Decrees issued to covered under the declaration
of economic, social, and ecological emergencies declared under Decrees 4580 of 2010 and 020
of 2011.

Thus, the Investment Plan, including the sources of revenues and expenses associated to the
monsoon flooding, is consistent with the projected path to economic growth and the
objectives on fiscal sustainability during this four-year administration.

12. Follow up to the National Development Plan 2010-2014

The follow-up scheme for the National Development Plan is structured into three levels: at the
first level, strategic indicators are established through which the National Government
monitors the priorities of the joint Plan; at the second level, program indicators are set that
allow monitoring over the progress of the sectors and entities in terms of delivery of goods
and services to the publicity; and in the third level, performance indicators are established
through which the Government monitors the performance of entities, along with their
administrative and financial efficiency, and their continued improvement.

The results from the follow up along with the assessment of the National Development Plan
are periodically reported to the Ministries and Sector Entities, the Council of Ministers, the
Council for National Planning, and the Congress of the Republic with the objective of
promoting a culture of accounts rendering regarding public administration along with a
culture of performance directed at results.

Meanwhile, the National Development Plan takes into consideration the use of assessment
techniques for public policies to measure Government effects or impact of the programs and
actions on the different population segments handled or affected.
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The main indicators and goals to consider within each one of the PND pillars are submitted
below. These indicators will be complemented with the battery of program and performance
indicators that each one of the sectors and national government entities will work hand-in-
hand with the Department for National Planning.

Table 2: Government Indicators and Strategic Goals

Objectives / STRATEGIC INDICATORS

Base Line

2019
(Vision
Colombia

Sustainable Growth and Competitiveness

2019)

GDP per capita (USD$) $5,139 USD$ 6,250 $20,000
Economic Growth (Rate of average GDP Growth for 41% 6.2% 6.0%

the four-year period)

A. Innovation for prosperity

!nnovat_lon (Investment in science, technology, and 0.39% 0.70% 2 0%
innovation as a percentage of GDP)

Exports w/ added value (as a percentage of total 29.0% 40.0%

goods exported)

B. Competitiveness and growth in productivity

Trade Aperture (X+M / GDP) 33.0% 43.0%

Informal jqbs. National Total (% of informal jobs over 61.1% 54.4% 33.0%
total working)

Direct Foreign Investments (Millions of USD) $7,169.0 $13,200.0 $47,765.0
Exports (Millions of USD$-FO) $32,853 $52,600 $109,172
Foreign visitors (Persons) 2,494,000 4,000,000

Connectivity

a) broadband internet connections (millions) 2.2 8.8

b) Mipymes connected to internet 7.0% 50.0%

¢) households connected to internet 27.0% 50.0%

Banking services for the adult population 57.3% 68.0%

C. Engines for growth and employment generation

Unemployment rate:

a) National Average 12.0% 8.9% 5.0%

b) City w/ the highest /city w/ the lowest (24 cities) 2.19 1.7

Private investment in transportation infrastructure,

telecommunications, and mines and energy during $112.7 $126.7

the four-year period (Trillions of Pesos as of 2010)

1. New Sectors based on innovation )

2. Agriculture and rural development

Dynamics in agriculture (Tons of products) 30,588,362 | 36,283,568 | 48,581,239
Hectares under commercial woodland plantations 364,080 596,330 1,382,064
3. Infrastructure and transportation

Infrastructure for competitiveness (total two-lane

kilometers built — Concession Network) 1,050 2,000
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2019
Objectives / STRATEGIC INDICATORS Base Line (Vision
Colombia
2019)
Railway in Ope.ratlon (Kilometers of Railway Network 906 2,000
under Concession)
Kilometers of routine maintenance for the tertiary 0 50,000
roadway system
Kilometers of_ navigable Canals dredged in the 200 800
Magdalena River
4.  Development in mining and expansion of energy
Dynamics in Mining — Coal Production (Millions of 73.0 124.0
Tons/Year)
Dynamics in energy — Capability to Generate
electricity (MW) 13542 16,234
Dynamics in Petroleum - Production of petroleum 990,600 1,420,000
and gas (BPED)
Capacity to Transport via oil ducts (Kbpd) 700 1,450
Capacity to Transport natural gas (Mpcd) 1,100 1,375
5. Housing and friendly cities
Dynamics in construction (Housing initiated during 560,300 1,000,000 1,800,000
the tour-year term)
New population w/ sanitary services (millions of 36 A5 43
persons)
Cities w/ urban mobility solutions in operation 10 22 28
Equality of opportunities for social prosperity
Poverty and disparity
a) Incidence of poverty per income (LP) 45.5% 38% 20.0%
b) Incidence of Multidimensional Poverty (IPM) 34.6% 22.4%
¢) Incidence of extreme poverty per income (LI) 16.4% 9.5%
d) GINI Income Coefficient 0.58 0.54
A_djusted rate for Juvenile Mortality (per 100,000 20.6 1715
births -EEVV-DANE-2008)
Goals for the Millennium Development (Indicators 19/51 46/51
adopted and reached)
A. Integral Policy for Social Development and Protection
1. Early childhood and childhood
Integral attention during Early Childhood (Children
handled — Vulnerable Population) 566,429 1,200,000
Children suffering from chronic malnutrition — ENSIN 13.2% 8.0%
2010)
2. Education of Human Capital
Basic Education Coverage
a) Transition 90.7% 100.0%
b) Middle School 79.3% 91.0% 100.0%
c) Higher Learning 35.3% 50.0%
Educational quality to grade 11
a) Students w/ high language performance 27.10% 37.0%
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2019
Objectives / STRATEGIC INDICATORS Base Line LT
Colombia
I - 2019)
b) Students w/ low performance in mathematics 27.27% 37.0%
c) Increase in the level of population performance
assessed thru testing grades 5th and 9th w/ regardto | O 25.0%

the results for 2009
3. Access and quality in Health: Universal and Sustainable
Coverage under the general social security system in

health

a) Coverage under the subsidized regimen 90.2% 100.0%

b) Affiliated to the participatory regimen 18,116,769 | 19,593,047
Quality in Health — Percentage of the population that 0 0
perceives their health as being good (ECV 2008) 79.0% 90.0%
Percentage of women between the ages of 15 to 19 20.5% <15%

that have been mothers or are pregnant

B. Social Promotion

1. Together against extreme poverty
Families leaving the Network for Overcoming
Extreme Poverty (meet the conditions for gettingout | O 350,000
- meet the conditions for not being extremely poor)
2. Employability, entrepreneurship and income generation
Juvenile unemployment rate (Youth between the 21.6% 16.1%
ages of 14 and 26)

3. Policy for the displaced population segment
Population accompanied by overcoming of their
situation of vulnerability causes by displacement 0 260,000
(families)

C. Strengthening of Social Capital

Gap in the unemployment rate between men and
women

Peace Consolidation

A. Security —public order and citizen security-
Homicide rate (per 100,000 inhabitants) 34 28
Demobilized individuals (persons) 11,751 6,000
Immobilization of chemical products (tons) 34,540 50,000
Rate for common thefts (per 100,000 inhabitants) 201 | 182
B. Justice

Judicial Decongestion (Inventory of legal processes in
progress)

C.  Human rights, international humanitarian rights and transitional Justice )
Transversal Supports for Democratic Prosperity

A. Environmental Performance related to Risk of Disasters

Hectares incorporated into the National Protected 12,601,817 | 15,601,817
Areas System

Hectares under reforestation with the objective of
protection (hectares under rehabilitation and

6.5p.p 3.2p.p

2,350,000 1,250,000

310,000 400,000
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(Vision
Colombia
2019)

Objectives / STRATEGIC INDICATORS Base Line

recuperation)

Technical capabilities of the territorial entities and
CAR in risk management (municipal plans for risk 226 790
management of formulated disasters)
Environmental units created within the housing,
agricultural, and mining sectors

B. Good Government and combating corruption
Improvement in the Index for International
Transparency

C. International Relevance
Countries benefited by Colombia thru south-south
cooperation

D. Transversal supports to regional development

35 4.0

3)

28 50

Reduction in regional gaps
a) Municipalities connected via optic fiber networks 200 700
Municipalities aided and recovered from the

) 0 755
monsoon flooding
Regional Convergence
a) Deviation from the Departmental Housing Deficit 57,345 27,569
Integral Municipal Performance
a) Average 62.1% 64.5%
b) Dispersion (Percentage in Difference w/ regard to 23.0% 21.0%
the average)

Notes

1/ Shares the indicators on innovation for prosperity

2/ Shares the indicator on Security - public order and citizen security -

3/ The results of this objective are reflected in the goals to be reached within the objective for competitiveness and growth in productivity

66



