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ABSTRACT

Despite the dynamic growth experienced in theramdport sector in Latin America in general
and Colombia in particular, there is a big gaphm $cientific literature on the subject of public
policies in the air transport sector and especiallihe Colombian context. So this paper, of a
descriptive character, develops, analyzes and atedlhow (through the analysis of several
indicators) public policies contributed to the @nt development of air transport in Colombia.
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1. Introduction

During the 1990s many Latin American and Caribb@s#(C) countries embarked on
an unprecedented process of structural reformafzation in Latin America began earlier,
spread wider and faster than any other part ofithesloping world. Public policy developed
at that time implied action along two well-definkdes, deregulation/liberalization and the
privatization of service infrastructure. As regartse latter concept during the 1990s
accumulated income from privatization in 18 Latimérican countries reached 6 per cent of
GDP. Private sector investment in infrastructumnalamounted to USD 361 billion between
1990 and 2001 (World Bank, 2007).

Therefore, in the context of air transport, pulpladicy acted to deregulate and free the
commercial air sector allowing the entry or creatiof more air operators in different
countries. In addition, the airport sector witnesaetransformation, still under development,
but saw the entry of the private sector under obfie formulas of airport concessions in
various Latin American countries (Espirito Sant®©12; ICAO, 2013a; Serebrisky, 2012;
ICAO, 2011; Mendiolaet al, 2011; Carvallo, 2008; Lipovich, 2008; Rico Galaa2008;
Bosch and Garcia Montalvo, 2003; CLAC-ACI, 2003piEs Santoet al, 2001). As a result
of this dynamic between 1993 and 2008 the privattos invested more than USD 9.5 billion
in airports within the L&C region. Argentina, Coltwa and Mexico together represent almost
80 per cent of total investment in the region (8esky, 2012). This process of privatisation
of the airport sector in Latin America also implied institutional restructure as regards
competencies and responsibilities of the diffeseygncies both administrative and regulatory,
of the air transport industry as well as the demelent of regulatory policies (fare structures,
etc.) (Serebrisket al, 2011).

Colombia has been no stranger to this transformat@olombian air transport is
undergoing rapid and dynamic growth, never befcgensin its history, which started
approximately twenty years ago. This period coiesiavith the establishment of continued
implementation of public policy designed specifigafor the air transport sector. The
development of public policies has led to the tramsation of air transport in a short time
becoming one of the most important services inGoéombian economy. In the 1st place,

owing to the difficult topography making other medis of transport difficult, it eases the



integration and connectivity, and for that reaswrtransport is essential to connect and reach
some of the more distant regions of Colombian gaalny. Secondly, Colombia's geographical
location (in the middle (north-south) of the Amaiiccontinent and borders two oceans,
Pacific and Atlantic) permits connection with reggb and global economies, a fact which is
fundamental given the dynamics of world globalsatiln this sense, the Colombian state
considers air transport an essential public servitech demonstrates its role as a vital factor
for national economic development.

The growth of air traffic in Colombia has been sgthened since the 1990s by a
public policy oriented to liberalising air spacer fimternal and external markets, and by
refocusing public investment towards modernisingl ampdating airport infrastructure,
concessioning the airports with greatest air teaffithe country. Since the economic opening
of 1991, Colombia changed from regulation that mact=ess to the market highly restricted to
a scheme of supervised freedom. This is how dutirdast 20 years, after having a national
flag carrier new companies were allowed to enter niarket, to the point where through
different forms of corporate reorganisation the kestinow boasts an important percentage of
participation from foreign capital. On the interioatl level liberalisation was undertaken
through the signing of various bilateral agreemeagswell as the decision to sign open skies
agreements with various countries (ORE, 2011; IAR@)7; CAF, 2006). On the other hand,
the first generation of airport concessions waseuadten in the middle of the 1990s, and
since then three more generations have been imptectheThese public policies have been
complemented by certain institutional reforms wh#re Colombian state restructured the
national airport authority that administers thgaits and Colombian airspace, with the aim of
strengthening aspects related to airport concessiod decentralisation.

This essay will describe how the different publaligies contributed to the evolution
and the development of the Colombian air transpahtistry, and its effects and impact on

industry will be measured through the analysisestain indicators.
2. Institutional framework of air transport

Current Colombian institutional framework divideghfic air transport administration
among three groups with different levels of paptétion (SIC, 2013).



First, the Ministry of Transportmanages and heads regulation, development,
supervision and control of the transport sectoColombia. The Ministry of Transport has
general and specific responsibilities laid downlay 489 of 1998. The Ministry delegates
many of its competencies among independent spseibéntities in its own jurisdiction, in the
specific case of air transport the Ministry of Tsport delegates competencies and
responsibilities to the Special Administrative UaitCivil Aeronautics (henceforth Aerocivil)
and the National Infrastructure Agency (henceféil) (Ministerio de Transporte, 2011a).

In second place, the Special Administrative UniCofil Aeronautics (Aerocivil) is an
entity attached to the Ministry of Transport, wi#eparate judicial recognition, administrative
autonomy and independent equity, to undertakedasgansibilities of Aeronautic Authority in
all of the national territory (Ministerio de Trarmspe, 2004). This unit has the jurisdiction and
competency to regulate, manage, supervise andotonér use of Colombian airspace by civil
aviation, and to coordinate relations of this sectdoth the state; developing policies,
strategies, plans, programs and projects on thedyloontributing thus to the maintenance of
security and national sovereignty. Aerocivil is aalesponsible for the administration of
airports in the country and in this manner alsotf@ maintenance and construction of the
same.

And thirdly, in 2003, through Decree 1800, thetidlal Institute of Concessions
(INCO) was established, public agency of natiomdko attached to the Ministry of Transport,
with separate judicial recognition, independent igqwand administrative and financial
autonomy, entrusted with the undertaking, plannisgucturing and administration of
contracts of concession for transport infrastruetwith private capital participation in
Colombia. Nonetheless, this decree indicated thede activities would be undertaken only
for roads, rivers, railroads and ports, thus exolgdthe concession of air transport
infrastructure projects from the responsibilitifsISCO and keeping them under exclusive
control and management of Aerocivil (Ministerio Tensporte, 2003). After a few years of
INCO operations and the celebration of airport ess@n contracts by Aerocivil, the Ministry
of Transport, through Decrees 4164 of 2011 and 4df63011 (Ministerio de Transporte,
2011b, 2011c) restructured the method of the statgracting for the transport sector,
especially for air transport that, as has been, dagfore that date was responsibility of

Aerocivil. On the one hand, through Decree 4162011, the tasks of structuring, celebration



and contractual management of concession projestscated with airports would transferred
to the responsibilities of INCO (Ministerio de Teporte, 2011b), in addition this decree
established that the INCO would be in charge ofeutading this tasks as of 1 January 2012
and as at that time, the airports that are to bengin concession will be handed over to
INCO, by Aerocivil, under the figure of adminisiat. On the other hand, and during the
same year-2011, the Ministry of Transport througéti@e 4165 of 2011, restructured INCO
starting with its name, stating that as of thatedhie agency should be called the National
Agency for Infrastructure (ANI). Legislation statétht the new entity, in charge of designing
and implementing all of the concession contracthetransport sector (all modes) replaced
INCO completely and assumed its functions, addinthém as well, in order to, according to
legal dispositions, be the agency in charge onmlag, coordinating, structuring, contracting,
managing, administrating and evaluating concespiojects and other forms of public and
private association, for the design, constructinaintenance, operation, administration and/or

exploitation of the public transport infrastructaed related services.

3. Colombian aviation regulations

There are a series of guidelines established bgadhal with the aim of supervising and
controlling the operation of airports in the coynthis regulation is applied different fields of
operation of the airports which, under the entitiesvpoint, should be the object of the same.
In that way, it is the responsibility of Aerocivib design and develop strategies and policies
guidelines and procedures concerning air trangpuattairport regulation.

Therefore, Aerocivil under the competencies andctions acquired in Law 105 of
1993, Decree 2724 of 1980 and Law 336 of 1996 mredia regulatory documents entitled
Colombian Aviation Regulations (RAC) (Aerocivil, PBi). In this document Aerocivil states
that these regulations should be applied univerdatlall Colombian and foreign aeronautic
agents within Colombia in all activities relatedderonautics. The RAC are a collection of
regulations distributed in 20 chapters that con&dlinnformation necessary to understand the

requirements that each every one of the aeronagénts must comply.



4, Development of public policy

4.1 Origin and precedents of public policy in the air tansport sector

The National Development Plan, published everyayéy the National Department of
Planning (DNP), is the document that is the basiama provides strategic guidelines for
public policy (including the investment plan) forlated by the President of the Republic of
Colombia through his team in the government. Itsigte communication, evaluation and
follow-up is the direct responsibility of DNP.

National development plans before 2002 containddipuolicies for investment in
transport infrastructure in general, with a greapkasis on road transport, and therefore there
were no specific policies for the air transporttsecThe 1st national development plan with
established public policy for the air transporttesealbeit in an indirect and implicit way was
for 2002-2006 (DNP, 2002). In the section Stratdgfrastructure for Transport the plan says
that the national government will give continuity the investment policy in infrastructure,
where supposedly those for the air transport seat®rincluded. Subsequently, the national
development plan for 2006-2010 (DNP, 2006) madetsuitial strides in the establishment of
public policy for the air transport sector. In vie evolution of the movement of air cargo
and growing participation of this in the value afrdign trade, the national government
reaffirms the importance that air transport hasiaed in Colombia during the past few years.
For that reason it establishes that actions relatigld the airport infrastructure should be
focused on improving the air transport system fargo and passengers, through the
intervention in terminals and runways and othemagref strategic importance for national
and/or regional competitiveness. In addition, tbgegnment states that it will continue with
the implementation of the programmes for partiegratby the private sector for the
administration and modernisation of airports infnasture and the channelling of investment
in these type of projects, according to trafficurak. The government will likewise develop
plans for efficient and harmonic articulation oé thirports to optimise the operation within the
territorial and/or regional framework of which theye a part. In addition it states that
Aerocivil should implement programs oriented to generation of financial resources from
activities related to the air transport servicehsas commercial exploitation of the terminals

and air navigation services. Subsequently, theonakidevelopment plan 2010-2014 (DNP,



2010), considering the important growth of the sty and its significant contribution to the
national economy at that time-2010, establishes ttiea national government will continue
applying policies for the positive technical legald financial development of the airport
concession contracts already under weigh (8 attitme) and that may be celebrated in the
future. In addition the plan states that the natiagpvernment implement a programme to
improve infrastructure of 17 airports which havgular passenger service in Department
capitals and strategic points identified by AerdciA program to maintain the basic
conditions for operation will be implemented in #rey 32 airports. In distant regions where
air transport is the best alternative for commutoca improvement and maintenance of
regional airports will be undertaken, incorporatitg risk variable in the definition of the
programmed construction. To deal with the incraasar transport Aerocivil will modernise
the aeronautic infrastructure along with sateltéehnology systems and communication,
navigation and air space systems established iithBlavigation Plan of Colombia (PNA-
COL) (Aerocivil, 2015c). This plan is oriented blget Global Air Navigation Plan of the
International Civil Aviation Organisation (ICAO, 28b). In such a way that along with
neighbouring countries an appropriate integralesystor future in aviation is promoted. In
addition the increase of nocturnal cover an opanatif airports that serve business centres and
allow for simultaneous landing and take-off will beught. As regards management of, the
RAC must be updatable and flexible to be adaptedh& economic environment of the
aeronautic sector and compliance with internatiwtahdards and treaties, with the aim of
stimulating even more competition in the nationadrket. At the national level the plan
requires the search of alternatives to facilitdte entry of new operators, taking into
consideration the evolution of the air market, fireancial indicators for the industry,
occupation levels, market concentration and theceféf oil prices on the behaviour of the
market. On international level alternative for thetry of new operators will be analysed,

stimulating free competition in passenger and cangakets.

4.2 Airport public policy

As concerns management of airport infrastructur@bia has followed the regional
tendency to concession the administration of thisastructure (Espirito Santo, 2013; ICAO,
2013a; Serebrisky, 2012; ICAO, 2011; Mendietaal, 2011; Carvallo, 2008; Lipovich, 2008,



Rico Galeana, 2008; Bosch and Garcia Montalvo, 2002 C-ACI, 2003). This model seeks
to liberate the state from the high expense redume aeronautic infrastructure. This process
is regulated by a national law (Law 80 of 1993ic&t30). Through another regulation (DNP,
1994) the State formalise the process of concessiports by way of a plan for order in
airport infrastructure. Aside from proposing a tealogical renovation, the document
authorised the process of concession of the asportprivate companies, and considered
economic payment to the state as the only elemecgssary to deliver the concession. The
destination of these payments were defined aniagase the aeronautic compensation fund
to subsidise unprofitable airports, b) finance riewestments in said airports and c) finance
the services of air traffic and security. The abowsant that in parallel Aerocivil concentrate
its efforts on the operation, control, developmanid maintenance of the airspace and
supervision of air operations.

In this way, from the middle of the 1990s and iurfgohases or generations, the
Colombian government through Aerocivil handed ovarious airports in the country in
concession, the largest and most important of theh@t the public aeronautical authority
administers (18 to date) (Aerocivil, 2015d, 201%e}h the aim of achieving a better
administration, modernisation and expansion, op®ratcommercial exploitation and
maintenance of the airports with greater trafficnder the objective from the airport
concessionaires in the country, the company, sgcensortium or airport concessionaire
functions only as an administrator of the same.

The 1st generation of concessions was undertakelerua model of guaranteed
minimum income to the concessionaires, by whichisiowas assumed. In this generation all
regulated and unregulated income from imports yemito the concessionaire, in return for a
fixed payment to the state. It also establisheddisponsibility for the handling, maintenance
and operation of the terminal, runway, ramp, aineoinstallations and audiovisual and
approximation helps and accessories to the comesee. In this generation the concessions
did not have a master plan, which made it imposdiblidentify and quantify the investment
needed and therefore those that were undertakes avdy minor repairs to the terminals,
determined by the concessionaire himself. In theé/,whe presence of private capital in

infrastructure was insignificant.



Starting with the 2nd generation of concessionshénperiod 2000-2007, payments to
Aerocivil were distributed between some fixed camtsl some variable costs over the gross
income of the concessionaire. This change in peabn terms for the airports was necessary
given that the income received by Aerocivil fronrtae airports was insufficient for the
investments they had in mind. Likewise, responisikdl were projected depending on the
different agents involved in the process and comsetly a re-assignation of risks was
performed. The concessionaire was in charge of ressef obligatory investments and
rehabilitation, linked to demand, through mastemnplthat established the short, medium and
long-term needs, with an estimation of the assediatosts. The latter should have been
completed within the 1st twelve months after trertsdf the contract, if they did not certain
sanctions would be applied (Fedesarrollo, 2011).

The third generation of concessions in 2010 maiethiand improved the conditions of
the second generation. Nonetheless, the most iargodifferences arose from on the one
hand, the method of determining the increase ip#reentage of gross income is not made up
of fixed income and variable income but rather esponding to a determined percentage of
the concessionaire must pay Aerocivil. On the olieerd, compliance with the master plan is
deemed obligatory and therefore the execution wéstments and the care and risk of the
concessionaire, defining an estimated income mddeh which the regulated income
generated can be equated.

The process of the fourth generation of concesdiegsn on December 30, 2014 with
the concession of only one airport (Airport of Barguilla). The planned investment for the
expansion and modernization of the airport will B&D 135 million (constant 2014)

(Ministerio de Transporte, 2015).

4.3 Investment policy in airports

The policy for airport concessions was accompaltigdn investment policy. Public
investment in the air transport sector has beere@sing steadily during the last decade
reaching 14 per cent as a percentage of the aispgoat GDP for the year 2013, double the
amount of a decade ago (Ministerio de Transpoé4® Private investment in airports has
evolved according to the dynamics inherent in tbaecessions, passing from inexistent in

1996, the start year of the 1st concessions, fpe2@ent as a percentage of air transport GDP



for 2010 (Fedesarrollo, 2012). Along these linagird) the last few years the concessions
generated an important packet of private investnreaimost all of the outsourced airports.
These investments are programmed implying thatate these investments have already been
made, but as the contracts are signed for a long fature investment is expected. The
average annual private investment (by airport dpesafor the period 2010-2013 represented
18 per cent of the air transport GDP for the ye@t3 (Ministerio de Transporte, 2014;
aerocivil, 2014e; Fedesarrollo, 2013).

4.4 Public policy in commercial aviation market

Latin American context. The Latin American air tsport liberalization initiated in the
early 90s, has developed slowly (at different speadthe countries of the region), mainly
through subregional (or multilateral) agreementsd aecondly by bilatelar agreements
between countries (ICAO, 2003). On multilateral emgnents we have: first, the Andean
Community of Nations (CAN), since the Cartagenae&gnent (1991), sets guidelines for air
transport policies for the subregion through thecaltled Decisions (CAN, 2015). CAN
adopted a policy of open skies for the subregidniclv meant free access by airlines of the
Member States (Garcia Sarmiento, 2000). Secontigugh the Fortaleza Agreement (1996),
signed by Argentina, Bolivia, Brazil, Chile, Paraguand Uruguay, it gives birth to a common
commercial aviation market for MERCOSUR (Common Kéarof South America) plus
Bolivia and Chile, characterized by deregulationyatization and decentralization developed
in these countries. This agreement essentiallyecoplated a policy of open skies (free access
and lack of capacity limits), for the whole routethat time was not covered by bilateral
agreements (Lipovich, 2009). And thirdly, the Adaton of Caribbean States (ACS) adopted
in 2000, the Principles for a Common Commercial Biansport Policy for the subregion of
member countries (although work and approval ofateragreements began in 1995) (ACS,
2000). Definitively, the common features of all $keagreements were free market access,
freedom of supply and tariff freedom (Ospina, 20@1pngside these multilateral agreements
the Latin American Civil Aviation Commission (CLAQkgional specialized agency, has
followed closely the process of liberalization bétsector providing support and guidance to
different regional policies through the so-calledcBmmendations and Resolutions (CLAC,
2015).
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Colombian market. One of the most important basrier access to markets are rules
and controls for routes, capacity and tariffs. Agards to local or domestic markets, during
the past 25 years Colombia has evolved from a giiotest scheme to a supervised freedom
scheme. Although access to the national markebéas gradually liberalised recently there is
still an established maximum number of operatorgpssenger routes and there is a ceiling
on airfare prices still in effect. Within this poyi of flexibility, the great economic crisis in
Colombia from 1999-2002 resulted in the contracbbthe market and with it the bankruptcy
and disappearance of certain national airlinesyelsas a decrease in demand resulting from
the terrorist acts of September 2001 in UnitedeStaind an increase in the price of oil. The
circumstances motivated the national governmenintervene in the national air market,
defining criteria and general guidelines with retsato offer, establishing a maximum number
of designations for route origin/destination andager control by Aerocivil when authorising
new projects or routes. There was even the obtigath constitute cautions when presenting
project for constitution of a new company, with #im of organising regular air transport, and
strict requirements for suspension or cancellatibservices were defined. In 2006 the policy
eliminating some of the barriers (for example: asten of quotas for operators by route,
flexibility of requirements with respect to the nmmum number of aircraft, etc.) (Fedesarrollo,
2011).

As regards the liberalization of air fares in Comanfrom 1992 to the publication of
Aerocivil Resolution 3299 of 2007 (about nationadanternational rates of scheduled air
transport of passengers), the intervention of Agilom aeronautical tariffs consisted the
approval of tariffs proposed by airlines for a giveute and not in direct taxation thereof. The
proposed rates and conditions should comply withrieal criteria of equity and adequacy
laid down in Aviation Regulations of Colombia. Regmn 3299 of 2007 changed the tariff
regime by eliminating minimum fees for companies domestic and international air
transportation. The resolution stipulates that cammgs can freely set rates, provided that such
rates are not higher than the Aerocivil has appidee other. The immediate effect of tariff
liberalization was a substantial reduction in farget by companies for both domestic and
international destinations. This effect was comesisiith the purposes of competition policy
and also with the promotion of tourism related smw. Therefore, the decision to eliminate

minimum prices whose effect was to increase coripetin the market, was in line with
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government policy to promote tourism, and was asosistent with the principle of open
competition established in the General Tourism Légww 300 of 1996) (Miranda and
Gutierrez, 2008).

In Colombia the entry of private air carriers itbhe@ market with a business model FSC
(Full-Service Carrier) occurred soon after the riddization of the sector (early 90s). But the
market entry of the LCC’s (Low-Cost Carrier) wasmayears after the liberalization. The
two only ones LCC’s began their activities in thel@nbian market, and even today
operations, are include EasyFly (established ir62@tl which began operations in 2007), and
VivaColombia (set-up in 2009 but which began operet in 2012). The public company
SATENA (acronym ofServicio Aéreo a Territorios Naciona)leshe second oldest airline in
Colombia, provides services exclusively to regiodastinations, reaching the most remote
areas of the country. Finally, the market (both dstic and international routes) is dominated
by Avianca, former flag carrier of Colombia (andi@st airline in the country), and today a
private company (Aerocivil, 2015f).

With respect to international markets, integratiowl flexibility initiatives for air traffic
in Latin America have progressed spurred on fundaaatly by aeronautical authorities and
commerce. Colombia has been no stranger to thisrpara of world development, having
passed from a protectionist model with restrictedeas and tariff control to an intermediate
focus of gradual access starting in the 1990s.rguithe past 25 years achievements include
not only a regional agreement but also a relatipneh bilateral agreements whose aim has
been the harmonisation of policies in the granthgaffic rights, regulation of conditions for
access to markets and fluidity of air transportisTprocess of liberalisation of traffic in
Colombia has been undertaken in 3 fundamental stalge stage started at the beginning of
the 1990s with the opening of commerce, and thdementation of a model in which the
limiting factors that were eliminated with regaadforeign investment in airlines operating in
the country and permission for more companies &raip in the local market. Finally, as of
2009 a policy of complete deregulation is consaédathrough the promotion of agreements
for greater liberty up to the so-called open skiith countries that have air connections with
the country to guarantee a completely free mankéh the aim of advancing towards free
access to the market and tariffs (ORE, 2009). @tisreColombia has signed multilateral

agreements with the nations of the Andean Commuofitidations 33 bilateral agreements

12



established formally to regulate international &iansport and 3 reciprocal relations,
distributed thus: 21 in Americas (of which 18 ardatral Air Service Agreements), 12 in
Europe and 3 in Asia. Bilateral agreements wer® aigned with Belgium, the UAE,
Barbados, Singapore, Korea, Paraguay, Iceland arkey (ORE, 2011; IADB, 2007; CAF,
2006).

5. Effect of public policy on the air transport sector

5.1 Evolution of sector indicators

It can be affirmed that there are three milestanesking the before and after of air
transport development in Colombia. The first mivest is the process of liberalization of the
sector that began in 1991. The 2nd milestone igebalation laid down by the government
through National Department of Planning for thery#8@94 (DNP, 1994), which establishes
institutional and financial restructuring for theranautics sector, as well as the plan for
expansion of the airport and aerospace systemshvdarived in among other things, the start
of a program for the concession of some airpothenetwork to the private sector (1st, 2nd
& 3rd concession, and the privatization of the dogs largest airport, Bogota-El Dorado).
The 3rd relevant milestone is the 1st definitioranfimportant set of specific public policies
exclusive to the Colombian air transport sectothie national development plan for 2006-
2010 (DNP, 2006). As the majority and the most ingo@ concessions were made during the
1st decade of this century, this is the periochefdreat leap of the air transport industry.

Therefore, based upon these events, to the 1siitodj we can clearly see a growth of
total passenger traffic between 1991 and 2014 Of g& cent and total air cargo between
1991 and 2014 increase 200 per cent (Aerocivil,58D1The liberalization of air transport
(1991) was relevant to the beginning of the greatetbpment of industry, coming from a
decade of almost zero growth. The 1st and 2nd g&oer concessions did not have a
prominent impact in the growth of industry, and #ituation was also hurt by the great
economic crisis experienced in Colombia between9188d 2002. However both the
privatization of the country's main airport (Bogdtaéernational Airport) in 2007 as the third
generation of concessions (2007-2010) promotegrihsth of air transport.

Connectivity. As regards connectivity between Cddanand the rest of the world

(international routes) between the years 2002 & 2the number of international routes to
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and from the Colombian airports increased by 39cpet, and the frequency of international
flights increased by 34 per cent during the same@gIATA, 2007). By 2010 there were
already 77 active international routes to and fiéolombia (Oxford Economics, 2011). As
regards principal international routes, those witie greatest volume of international
passenger traffic to and from Colombia, growth hasn very important during the period
2004-2014 with respect to all the connected regibas mainly with North America (144%)
and Europe (150%) (Aerocivil, 2015g).

Demand. In relation to the measurement of reaffeceve passenger traffic (RPK), in
2013 in all of the airports in Colombia and alltbé groups both national and international, 37
thousand millions of passenger-kilometres weresparted. The RPK grew 12 per cent with
respect to 2012 (Aerocivil, 2015h), more than deuhk world average growth rate of 5.2 per
cent (ICAO, 2014).

Colombian airlines have responded to growing demantie market, offering more
seats and more flights. During 2009-2013 the affeseats for the international sector grew by
43 per cent, and the growth of seats in the ndtiseetor grew by 53 per cent. As regards
flights offered by the airlines, during the sameigd these grew by 30 per cent for
international flights and 17 per cent for natioftights (ATAC, 2014).

5.2 Colombian air transport in the international context

Sustained growth of Colombian air transport hasnbesflected in international
indicators. For the period 2005-2013 annual in@efw total number of passengers in
Colombia has been 10.5 per cent, more than twieevtirld average and two thirds above the
average for the Latin American and Caribbean regiag@l, 2014, 2010, 2008, 2007,
Aerocivil, 2014a).

For the L&C region (and for 2013) the Bogota Intgironal Airport-El Dorado is the
3rd most important regional terminal in terms dfatgpassengers, after the airports of S&o
Paulo (GRU) and Mexico City (MEX) and the 1st itedaair cargo (Aerocivil, 2015a; AICM,
2015; ALTA, 2014; GRU, 2015).
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5.3 Economic dimension of Colombian air transport

In this essay the dimension and economic impacthef Colombian air transport
industry is measured from 3 sources: a) by its rdmution to GDP, b) support to other
industries, and c) by creation of employment.

Contribution to GDP. The contribution of air transp GDP to national GDP in
Colombia has been practically constant during éise decade, about 0.43 per cent overall it has
shown an uninterrupted an important increase s20d®, reaching 0.52 per cent for the year
2013 (Banco de la Republica, 2015).

Support to other industries. The transport of cdygair is an important building block
of Colombian foreign trade. During the past dec@f®3-2013) the average annual growth of
exports by air was 16.78 per cent, while the awemgual growth of total Colombian exports
was 8.82 per cent. Imports by air cargo also shguositive annual growth average, albeit
more modest, 1.39 per cent (Ministerio de Trangy®014; MinCit, 2015). It is true that in
terms of tonnage maritime transport has the greatese of total exports, 98 per cent, but in
terms of value maritime transport has a share gié85cent, and air transport only 10 per cent.
But if the transport of coal, petroleum and petuotederivatives are excluded, the participation
in the value of exports by air might gear is 25 gt of the total (MinCit, 2014).

And finally mention that the contribution of aiatrsport to tourism is relevant, especially
if one considers that in Colombia tourism is the Brost important source of foreign exchange
after oil and coal (MinCit, 2015). For the periodi02-2004 the increase in visitors from abroad
that entered by air was 186 per cent; in 2013 1ll®mtourists enter the country by air, 86 per
cent of the total, the remainder entered by seawse ships (MinCit, 2015).

Generation of employment. Nowadays the air trarsipolustry in Colombia generates
approximately 124,000 jobs distributed as follow¥:55,000 direct jobs; b) 44,000 indirect
jobs, associated with the supply chain of the itrgusand c) 25,000 induced jobs. And in
parallel, is promoted the creation of 198,000 pas# in related industries, principally in the
tourist sector, as a result of the catalytic effegftthe air transport industry (Aerocivil, 2015b;
Oxford Economics, 2011).
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6. Continuity of public policy in the air transport sector

The Colombian government will continue offeringlslidy and strengthening public
policy for air transport. On one side, with the afrcovering the delay in public investment in
infrastructure and technology with respect to th&ernational sector, the Colombian Air
Navigation Plan 2013-2019 (Aerocivil, 2015c) has its fundamental goal to increase
coverage, quality and competitiveness of the airpofrastructure improve the service
rendered, security and satisfaction of the airpsers. According to this plan for the period
2013-2019 investment needs totalled USD 1.84 hilllconstant 2012) which are distributed
according to the following formula: a) airport ia$tructure: 63.4 per cent; b) aeronautic
infrastructure: 19,3 per cent; c) airport security;7 per cent; d) institutional structuring: 5,6
per cent.

And on the other hand, the national developmean br 2014-2018 (DNP, 2014)
shows a clear tendency to the continuity of puisliestment policy in transport infrastructure
in general and air infrastructure in particularheTmain objective on the subject of transport
infrastructure is to increase the rate of investm#&vith the aim of closing the breach of
infrastructure and improving connectivity conditofor the country, the government will
increase investment in the transport section (akles) to level of 3 per cent of annual GDP

and will sustain this for the following decade.

7. Conclusions

The most relevant public policies for the air tqam$ sector in Colombia were
implemented halfway through the 1st decade of ¢kistury, after the sector experienced a
normalisation and stabilisation of its institutibfi@mework that began in the first-quarter of
the 20th century ending practically halfway through 1990s. It wasn't until 2006 when the
Colombian national government, in view of the resimn of the industry indicators, really
understood the strategic importance of air trartsjporthe national economy. For this reason,
although certain policies for the sector were ayedeing implemented in national
development plans and other legislative instrumédshocnorms and decrees) since the mid
1990's it was only until the latter half of the D&cade of 2000 when the most important

public policies for their transport emerge intoioaal development plans for the periods
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2006-2010 and 2010-2014. These were implementedingtered and controlled principally
by the National Aeronautical Authority, Aerociviind to a lesser extent by the National
Agency for Infrastructure. Industry indicators shtvat both the airport concession program
to the private sector, undertaken in four phasesvden 1996 and 2014, along with
deregulation and progressive liberalisation of ¢benmercial sector, which began in 1990s
were fundamental for the growth, consolidation atengthening of the Colombian air
transport industry both locally and internationallyne impact and effects of public policy on
air transport illustrate clearly the indicators wino here. These policies have not only
catapulted the industry but have also meant thatransport on the one hand, contributes
significantly to national wealth, and on the othand supports and stimulates growth in other

strategic sectors in the country, for example surand international trade.
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