








Government Ineffectiveness

The failure of the Colombian national government to provide
basic services and a lack of local and regional development
programs have significantly contributed to social tensions within
rural communities. The government’s ineffectiveness forces local
populations to view companies as caretakers or stewards for these
communities. This climate of discontent has helped swell the ranks
of the Revolutionary Armed Forces of Colombia (FARC) and has
cast guerrilla organizations as defenders of peasant farmers. These
groups use kidnapping, illegal mining, extortion, drug trafficking
and violence as their primary tools to increase their influence
over the population. According to Defense
Ministry data, there were 33 pipeline attacks in
the first three months of this year, and a total of
259 in 2013 resulting in approximately 35,000
barrels per day of unplanned production disruption. Extremists exploit existing
social tensions within the population, often times fomenting unrest, to support
their agenda. Multi-national corporations are forced to use private security
companies since the national military and local police forces are ineffective.
This only increases the cycle of insecurity, alienating companies from the
communities in which they operate, which leads to further agitation and discord.
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Oil blocks and main pipeline network relative to Magdalena River

Transportation Corridor

The Middle Magdalena Basin serves as one of the main
transportation corridors between Colombia’'s highland
and its coast. The physical geography consisting of high
peaks and dense jungle, inadequate road and rail networks,
and low capacity pipeline infrastructure create significant
transportation challenges for multi-nationals. There is only
one major north-south road, Highway 45, which is a natural
chokepoint for transporting people and products, including
oil and gas. Additionally, the basin's topography creates a
floodplain that must rely upon maritime traffic due to the
absence of bridges or a robust road and rail network. The basin
is susceptible to floods during the rainy season, which impacts
the least-prosperous communities, preventing the agriculture
dependent population from access to food and drinking
water. During such times of crisis, government ineffectiveness
forces communities to turn to companies for essential
services. If expectations are not met, it is seen as a violation
of the stewardship ethic, which increases existing tensions.
This can provoke community protests that disrupt operations,
including delivery interruptions from attacks on pipelines.



OUTLIERS

The inability of the Colombian government and
extractive companies to address local community
grievances between intrinsic world views versus
extraction company practices has already sparked
protests and violence. These grievances are
amplified by regional and national level stressors
that include:

- Perceived or actual ecological damage from
extractive company operations

- The Santos government's victory in the
presidential election, which creates a mandate to
negotiate peace with FARC

- An empowered FARC and the National
Liberation Army may affect oil production and
delivery

- Rapid demobilization of FARC and United Self
Defense Forces of Colombia (AUC) compounds
current demobilization efforts

- Potential regulatory restrictions on extractive
industry create business and investor
uncertainty

- Volatility of the Colombian Peso and lowered
trade barriers to international good exacerbate
economic insecurity

CONCLUSION
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ENODO Global's preliminary analysis
indicates that operational disruptions
due to protests are hurting both profit
margins and productivity in Colombian
energy sectors. A protest by U'wa Indians
has shut down Colombia’s second-longest
oil pipeline costing the government more
than $156 million. In another example,
FARC's attack on an oil pipeline in
Catatumbo left 16,000 people without
water. Multi-national should expect their
activities in Santa Isabel to be impacted by
individuals and groups from the Middle
Magdalena Basin. Moreover, oil companies
will face regional challenges to its product
distribution network through choke points
in existing transportation corridors. By
proactively engaging communities in the
Magdalena Middle Basin, oil companies can
anticipate and mitigate the social stresses
that will negatively impact its production

and profits.
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