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Executive Summary

The Inter-American Development Bank (IDB) has gdimensiderable experience over
the past several decades with the design and ingpltion of major road improvement projects
in ecologically sensitive and socio-culturally dise natural resource rich “frontier” regions in
Central and South America. Such projects include t¢bnstruction of new roads and the
pavement and upgrading of existing unpaved highwaysumber of which were previously
largely impassable during extensive annual railgsses. Much has been learned from these
projects both with respect to the scope and natftiteeir direct and indirect environmental and
social, as well as economic, impacts and how tihmepacts can best be managed. The present
paper summarizes the principal lessons from a samipkuch projects to date, based on case
studies of Bank operations that have either beempteied or are currently at various stages of
implementation in five countries — Bolivia, Brazil,olombia, Panama, and Peru — and which
have been supported by a variety of Bank instrusmidntdoing so, it organizes the discussion
around the main parts of the project cycle, froneparation and design and up-front
environmental and social assessment and managetaeming, to project implementation and
results, and Bank supervision, monitoring, repgraand ex-post evaluation.

Frontier areas in the Latin American context argaily sparsely inhabited, often humid
tropical regions characterized by the presencehbfrratural resources, both renewable --such as
forests, soils, water, and biodiversity -- and &rexgtly also non-renewable ones, such as minerals
and hydrocarbons. They are generally located aingiderable distance from national capitals
and other major cities and, prior to the road improent projects considered in this review,
have relatively poor access and connectivity oaadIto and from the more populated parts of
the countries in question. Their resident popuregtiare generally poor and often composed in
part of indigenous communities and/or other trad@i groups, such as rubber tappers in the
Brazilian Amazon and small subsistence farmersthad elsewhere.

Major road improvement projects in frontier araasluding those financed by the Bank,
have a number of objectives (and/or intended bexefimany of which are ultimately
interrelated. The most common and immediate objeds to significantly reduce transportation
costs both in terms of decreasing travel timesanéducing vehicle wear and tear -- and, thus,
operation and maintenance costs — as the resobwfand/or paved roads. A second important
objective is to improve international or intraregg integration that is expected to lead to greater

4



international trade and associated national econgnmuwth. A third key objective, although in
some cases (i.e., in those road projects whose woiggctive is to strengthen international
integration) this is more implicit than explicis to promote local and regional economic and
social development in the frontier areas themselves

Successful road investments in frontier regionspriactice, often do have — or at least
substantially contribute to -- the intended ecorwmmd social benefits mentioned above. In
addition, however, they generally also have sigaiit environmental and social impacts. These
impacts can be both direct and indirect; with #iéelr including the impacts of induced local and
regional development brought about as a resulthefreduced transport costs and increased
access to rural land and other natural resouraasic@arly in such regions, the environmental
and social, as well as economic, impacts of majghvway improvements are also likely to
interact with those of other investments, bothdtirer types of infrastructure, including energy,
ports, and secondary or feeder roads, and new raedftanded productive activities. These
cumulative environmental and social impacts likewiseed to be taken into account and
managed in connection with the major trunk roadrowpments themselves.

Among the many useful lessons that can be leanmed the environmental and social
assessment and management experience of major etech@nd ongoing IDB-supported road
improvement and related investments in South amdr@eAmerica are the following:

1. Especially in frontier regions, the indirect envinoental and social effects of major road
improvements may frequently be much greater andemadespread than their direct
ones. This is the case because one of the maingesf such investments is to improve
access and reduce transportation costs to and foomerly remote areas, thereby
opening them up for new settlement and/or the asmwd exploitation of their natural
resources, both renewable, such as forests arg] and non-renewable, such as minerals
and hydrocarbons.

2. Given that one of the main purposes of rural raagrovements in frontier areas is to
induce further local development, which may hagmidicant environmental and social,
as well as economic, impacts, it is also necegsacpnsider the potential effects of these

investments together with those of closely assedidevelopment interventions.



3. Before undertaking a major road improvement in saofas, it is important to first
identify and understand, as fully as possible, kb#sir existing ecological and socio-
cultural conditions and current population and picitve occupation trends and to
project, as adequately as possible -- with estailégnt of an ongoing monitoring
program to determine how the situation actuallyles®in this regard -- what is likely to
happen in demographic, economic, social and enwiemtal terms once access is
improved and transportation costs significantlyue®tl. This also means the need to
understand — and monitor -- the local political emmy and governance conditions in
frontier areas to the extent possible and how Hreylikely to evolve in response to any
proposed major transport improvements, especialthase areas tend to have very
different governance characteristics and trajeesothan older and more settled regions
given the frequent predominance of illegal, as vaslluncontrolled, productive activities
and, more generally, their “wild west” nature, witreir associated particular social and
institutional characteristics.

4. Taking a sustainable development approach to tleetdand indirect area of influence of
a major rural road improvement project in a natuegource rich frontier region,
especially in areas subject to the risk of sigaificdeforestation, ecosystem destruction,
and loss of biodiversity, will necessarily involeentrolling future land use in this area,
among other precautions, particularly in zoneselatively close proximity to the trunk
road itself and/or to any secondary roads thatdbraff from it.

5. This will require both increased knowledge of awdtcol over the land tenure situation
and an ability to closely monitor and limit any ést conversion to other uses that does
take place, through environmental licensing, rensatiesing, ground truthing, and other
means. Creating and/or strengthening official mtet® areas -- including indigenous
peoples’ reserves, where applicable — are alsmportant part of this process.

6. In this connection, major road upgrading projentsatural resource rich frontier regions
should not only seek to “avoid harm” to the envirent and to indigenous and other
vulnerable local communities in their areas ofuefice, but also proactively seek to “do
good” by containing measures to directly strengthed enhance these ecosystems and
benefit, as well as protect, populations. Thusy gteould be designed and utilized to the

extent possible as broader local development uakieds, not only in terms of



improving access and reducing transport costs & #rus, indirectly stimulating new

and/or enhanced local productive activities, imaoirtas these are, especially in remote

regions -- but also seek to identify and promotececonomic and other opportunities
to enhance the income, employment and living camibst of resident populations,
especially the poorest. This also clearly poiotshie need for any such interventions to
be as participatory as possible.

7. Finally, while the consistent and effective appiima of Bank environmental and social
safeguards are important in such situations, strongsistent and demonstrated local
political will and support are even more esseritiakuch initiatives to be successful.

In summary, whether their primary objective is tonsilate local development or to
strengthen interregional territorial and econonmtegration, major interurban and rural road
improvements, especially in natural resource ricimtfer regions, are likely to have significant
direct, indirect -- including induced developmentand cumulative environmental and social
impacts. These need to be properly and clearlhytifiled, anticipated, and adequately addressed.
While each case will have distinct needs and reguents depending on the particular
geographic, ecological, economic, socio-culturat] political-institutional context involved, it is
essential that these contexts be properly undatstomugh a sufficiently comprehensive up-
front environmental and social assessment and qubseparticipatory environmental and social
management and monitoring process. In this regagject design and preparation will benefit
from the effective use of Strategic Environmentabdssments (SEAS) that should also focus on
a broader set of development initiatives in the esalinect and indirect area of influence as that
of the major road improvement in question. Suclkessments should also contemplate potential
project impacts that cross national borders, asogpiate.

In addition, a more holistic or comprehensive sati rather than sector by sector --
approach to sustainable development around theqgathysd economic corridor polarized by the
road segment to be improved is recommended. Bgildmits successful experience to date, the
IDB should not only approach road improvement ptgen areas having similar characteristics
elsewhere in Latin America in the same comprehensiveative and proactive fashion, but it
also has an excellent opportunity to lead the waly vegard to the promotion of environmental

quality and socio-cultural protection objectivestla subnational level through the systematic



and coordinated implementation of a broader sesustainable development interventions
together with such road investments.

Lastly, it is important not to forget that, whileo@d up-front SEAS, corresponding
environmental and social management plans, andoppate project preparation design are
essential, at the end of the day, what matters maghat actually happens — or does not happen
-- on the ground. Thus, project implementation gmper and well-coordinated Bank
monitoring and supervision, with an eye toward éigepmanagement, including in response to
unanticipated events and/or project impacts, iswike very important. Good reporting, both
during and after project preparation and implem@ntais likewise important, as is detailed and
systematic ex-post evaluation, in which environrakaind social aspects and impacts should
receive explicit attention together with other paj components and outcomes, especially in
large lending operations for road and/or otherastitucture improvements in complex and

dynamic natural resource frontier settings sucthase considered in the present review.

A. Introduction

Over the past two and a half decades, the IDB hased considerable experience with
the design and implementation of major road impnoet (and road-related) projects in
ecologically sensitive and socio-culturally divensatural resource rich “frontier” regions in
Central and South America. Such projects include t¢bnstruction of new roads and the
pavement and upgrading of existing unpaved highywaysumber of which were previously
largely impassable during extensive annual raigsses. Much has been learned from these
projects both with respect to the scope and natfitkeir direct and indirect environmental and
social, as well as economic, impacts and how tihmepacts can best be managed. The present
paper will summarize the principal lessons fronamgle of such projects to date, based on case
studies of Bank operations that have either beempteied or are currently at various stages of
implementation in five countries — Bolivia, Brazlolombia, Panama, and Pery and which

have been supported by a variety of instrumentduding Technical Cooperation (TC), loans,

1 A separate case study of a major IDB-financed fmaject in the Chaco region of Paraguay was uaHert by
another consultant. See Philip Hazeltdét, Chaco Paraguayo: El Impacto de Proyectos Viaje¥isiones de
Desarrollo da la Regiongconsultant's report for the Inter-American Develau Bank, June 2011. Due to
significant differences in methodology, howevemyill not be further considered in the present @iew paper.



grants, and, in one case, a partial credit riskajuae. In doing so, it will organize the discussio
around the main parts of the project cycle, froneparation and design and up-front
environmental and social assessment and managgtaamning, to project implementation and
results, and Bank supervision, monitoring, repgrmd ex-post evaluation. A complete list of
the operations considered (in chronological ordeajproval date) in the country case studies is
presented in the annex. The paper begins, howevidr, a brief discussion of the generic

objectives and impacts of such investments.

B. Major Road Improvements in Frontier Areas: Principal Objectives

First, it is useful to better define what is mebgt“frontier” areas for purposes of this
paper. Essentially, in the Latin American contdkgse are initially sparsely inhabited, often
humid tropical regions characterized by the preseriaich natural resources, both renewable --
such as forests, soils, water, and biodiversignd frequently also non-renewable ones, such as
minerals and hydrocarbons. They are generally éocat a considerable distance from national
capitals and other major cities and, prior to tbadrimprovement projects to be considered in
this review, have relatively poor access and caiivigc over land to and from the more
populated parts of the countries in question. Thesident populations are generally poor and
often composed in part of indigenous communitied/@nother traditional groups, such as
rubber tappers in the Brazilian Amazon and smalismience farmers there and elsewhere.
While these areas may also be adjacent to natiboahdaries, they are “frontier” regions
primarily in the sense that they are on the edgexidting — but expanding -- areas of denser
settlement and more intensive agricultural occapativhich itself is generally a function of
distance from and access to major domestic andugfr ports) external markets.

Major road improvement projects in frontier araasluding those financed by the Bank,
have a number of objectives (and/or intended bex)efimany of which are ultimately
interrelated. The most common and immediate oljecs to significantly reduce transportation
costs both in terms of decreasing travel timesaréducing vehicle wear and tear -- and, thus,
operation and maintenance costs — as the resuiewf and/or paved roads. Such roads are
generally between one place, already connecteldetoest of the country through the existing
paved national highway network, and another, furtkeoved and previously unconnected from
the existing network by an all-weather surface rolte traditional economic analysis of such
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projects normally focuses on a discounted compargfathe estimatedek-ant¢ and observed
(ex-pos} savings resulting from these reductions in trarel vehicle operation and maintenance
costs over time with the estimated and actual itmrest and maintenance costs associated with
their construction or pavement.

A second important objective of several recent Bfamknced or otherwise Bank-
supported major road improvement projects in Sdutierica is to improve international or
intraregional integration, which is expected todiea greater international trade -- particularly
with China and other Asian countries -- and assediaational economic growth to the extent
that it makes overland transportation for certgar{icularly agricultural) commodities (such as
soybeans) produced in the eastern half of Southrismeespecially Brazil, both faster and
cheaper than shipping them either around Cape kothe south or through the Panama Canal
to the north. This is particularly the case for fvejects that come under the umbrella of the
Regional Infrastructure Integration Initiative f8outh America (IIRSA¥, more specifically the
Interoceanica (or IIRSA Sur) and IIRSA Norte roadsPeru, the Santa Cruz-Puerto Suaréz
highway in Bolivia, and the Pasto-Mocoa road inddabia, all of which are parts of long-term
planned single or multi-modal transcontinental $ort corridors intended to link major cities
and ports on the Atlantic and Pacific coasts.

The Interoceanica highway in Peru has recently lmeempleted and is in full operation,
linking up with the national highway system in Btapart of which the Bank helped to pave in
the late 1980s and 1990s — specifically the portibthe BR-364 highway between the capitals
of Porto Velho, Ronddnia, and Rio Branco, Acre. Tieav highway provides the first direct
overland transport connection between easternraieand northwestern Brazil and the Andean
highlands and three ports on the Pacific coastewiiPpassing through extensive parts of the
Brazilian and Peruvian Amazon regions. The IIRSAtB@nd Pasto-Mocoa roads are someday
also expected to connect to Brazil through the Asnadver system, but this will depend on
significant navigational improvements along maydsutaries of the Amazon River and thus, at
least in the case of the Colombian initiative, thil occur sometime much further in the future.
The Puerto-Suaréz-Santa Cruz road connects tatthefaCorumbé on the edge of the Pantanal

2 See Inter-American Development BaskNew Continent under Construction: A Regional Aygh to Strengthen
the Infrastructure of South America — Regional dsfructure Integration Initiative for South Ameri¢HRSA)
Washington D.C., 2006.
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wetlands, the world’s largest such region that alsdudes parts of western Brazil and
Paraguay, just inside the border of the state of Mato GrogsdSul with Bolivia. Corumba, in
turn, is linked by paved road to the rest of Brazthile Santa Cruz is connected by road to La
Paz and the neighboring Andean countries of CimteReru, and, thereby to the Pacific coast as
well.

A third important objective, although in some caes., in those road projects whose
main objective is to strengthen international inddign) this is more implicit than explicit, is to
promote local and regional economic and social ldgwveent in the frontier areas themselves.
This, for example, was the initial objective of tBank’s two projects to pave parts of the BR-
364 highway between the states of Rondonia and gageroved in 1985) and within Acre
(approved in 2002) in the Brazilian Amazon regi@s, well as of the Darién Sustainable
Development Project in Panama, which included parenof a part of the Pan American
Highway, among other components (also approvedO®RR In each of these projects, road
improvements were expected to help induce an expamd settlement and natural resource-
based productive activities by improving accessnd reducing transport costs to, from, and
within these regions. In addition, major road imgments in such areas are also expected to
improve the access of both existing resident andigrant populations to social and other public
and private services, again by reducing transpmes and costs and facilitating the expansion
and decentralization of investments in health, atian, basic sanitation, and other services and
commercial activities, which themselves are oftemngng quickly in order to serve the rapidly
rising regional populatiofi.

Thus, major road improvement projects, particularlyfrontier areas, are normally
expected to generate and induce significant ecan@md social benefits both for the regions
through which they pass as well as for nationalnenaues more generally. In all cases, this

% For more on this ecologically sensitive extensiwalti-country region, see Frederick A. Swarts (@dit The
Pantanal: Understanding and Preserving the World&sgest WetlandParagon House, St. Paul, Minnesota, 2000,
especially Part I, “Overview of the Pantanal.”

* A fourth major objective, which is not explicitthe case in the IDB-supported projects reviewethim exercise,

is geo-political — i.e., the improvement of access to and in fesntegions and the associated increase in their
occupation in order to secure national frontiersl aesources from invasion and exploitation by resid of
neighboring or other countries. This was one ofrtian reasons behind major road building activityhie Brazilian
Amazon during the period of the military dictatapshn the 1970s and early 1980s, for example. Hamev
increased internal security(in relation to both guerillas and drug trafficker or at least improved government
access to an area currently characterized by $gqnoblems -- does seem to be one of the undeyybut not
declared, objectives of the Bank-financed Pasto-@daoad improvement project in Colombia.
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occurs as the result of the often significant réiduacin transportation costs and the associated
increased access to relatively undeveloped or uokeg rural land and other natural resources,
in some cases, as in Bolivia and Peru, includingenal and/or hydrocarbon, as well as
hydropower, soil, forest, and other renewable reszsi In short, such investments are essential
to further “open up” frontier areas for demograpbocupation and economic development, and
this is the case, even when their primary purpsse strengthen cross-border integration among
neighboring nations and promote greater internatitnade and economic growth in other, non-

frontier parts of the countries in question.

C. Major Road Improvements in Frontier Areas: Economic, Social and

Environmental Impacts

Successful road investments in frontier regionspriactice, often do have — or at least
substantially contribute to -- the intended ecormand social benefits briefly described above.
In addition, however, they generally also have ifiggnt environmental and social impacts.
These impacts can be both direct and indirect, téhlatter including the impacts of induced
local and regional development brought about assaltr of the reduced transport costs and
increased access to rural land and other natusalurees mentioned above. Particularly in
frontier regions, the environmental and socialwafi as economic, impacts of major highway
improvements are likely to interact with those diey investments, both for other types of
infrastructure, including energy, ports, and seeonar feeder roads, and new and/or expanded
productive activities, which are made economictdlgsible or whose attractiveness is increased
as the result of the improved access and lowersp@m costs the road improvements make
possible. These cumulative environmental and sawipacts also need to be taken into account
and managed in connection with the major trunk rioggrovements themselves. In some cases,
moreover, and especially in the case of highwagstments specifically intended to enhance
international integration, these impacts will “siver” from one country to the neighboring one
or ones, and, thus, will be transboundary in natBgeinducing greater bi-national traffic flows
from east to west, for example, both the now coteglénteroceanica highway in southern Peru
and the Santa Cruz-Puerto Suéarez road in Boliadikely to have indirect environmental and

social, as well as economic, impacts on the afteparts of neighboring Brazil. Such impacts
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must also be properly identified, assessed, madt@and mitigated in the context of such
projects.

As will be further discussed below, in identifyiagd assessing such impacts, it will first
be necessary to determine the direct and indinezisaof influence of the road improvement
investments in question. And in doing so, it wil@be necessary to consider the effects both of
the immediate road construction and/or pavemenvitees and of the longer-term impacts of
road “operation.” From this perspective, it iselik that the indirect area of influence of a road
investment may vary — and, in practice, often egpanerritorially over time, especially as new
areas are opened up for settlement and productimgpation as the result of the construction of
branch and other feeder roads from — and ultimatehde possible by -- the main paved
highway. This is often illustrated by the “fishbdrgattern of occupation of Ronddnia in the
Brazilian Amazon in the 1980s and 1996slowing pavement of the BR-364 highway between
the state capitals of Cuiaba in Mato Grosso andoPdelho, as part of an ambitious, but
ultimately environmentally destructive and socigiipblematic, regional development program
called Polonoroeste, financed by the World B&nk.

In addition to opening up frontier regions for neettlement and increased productive
occupation by bringing formerly remote rural arebser to national and international, markets,
major road improvement projects also frequentlyugelsignificant changes in land use, leading

directly to deforestation, forest burnifgnd loss of biodiversity. They also lead to change

® For one visual portrayal of the “fishbone” pattefiroad development and associated settlementiefudestation

in Rondbnia, see Gordon Wells, “Observing EarthtwviEbnment from Space,” Chapter 8 in Laurie Fridayd
Ronald LaskeyThe Fragile Environment; The Darwin Lectuyésambridge University Press, Cambridge, England,
1989.

® For an evaluation of the environmental and soaipects and impacts of this program and how theye we
managed, see John Redwood Wprld Bank Approaches to the Environment in BraailReview of Selected
Projects World Bank, Washington D.C. 1993, and, more djmdly, John Redwood IIl, George Martine, and
Eneas Salatiworld Bank Approaches to the Environment in Bra&iReview of Selected Projects, Volume V: The
POLONOROESTE PrograrReport No. 10039, Operations Evaluation Departmatatld Bank, Washington D.C.,
April 30, 1992. For other accounts of the Polonsteeexperience in Ronddnia and environmentally umdo
development of the Brazilian Amazon in connectiothwnajor development initiatives, see Adrian Cdw&he
Decade of Destruction: The Crusade to Save the AmBain ForestHenry Holt & Company, New York, 1990,
Susanna Hecht and Alexander Cockburhe Fate of the Forest: Developers, Destroyers, Befenders of the
Amazon,Verso, New York, 1989 and Bruce RicNortgaging the Earth: The World Bank, Environmental
Impoverishment, and the Crisis of DevelopmBegcon Press, Boston, 1994,

" This, in turn, is generally a reflection of lantkaring either to implant pasture or for small-scahifting
cultivation, which normally takes the form of slashd-burn agriculture, as well as to exploit trgpitimber
resourceer se In this regard, including recent experience ithbthe Brazilian (Acre) and Peruvian Amazon
regions, see Cheryl A. Palm, Stephen A. Vosti, BedlrSanchez, and Polly J. Ericksen (edito8gsh-and-Burn
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normally increases -- in land values and pricedclvican have a considerable disruptive effect
on existing occupation and settlement patteams! also has implications with respect to climate
change due to the associated increase in greenlyass€GHG), especially carbon dioxide,
emissions.

Social disruption has clearly occurred in Dariéor €xample, where Bank-financed
pavement of a section of the existing Pan Ameritighway resulted in an (apparently
unexpected) increase in land prices, triggeringiBaant land speculation and the dislocation of
many of the poor small farmers situated along trevipusly unpaved road corridor, who the
project was intended in part to benefit, but mahwlbom were subsequently forced to move to
urban slums, thereby undermining achievement sfdhjective® This was also a concern in the
Bank’s first BR-364 road improvement project in Bfawhere existing smallholders were
expected to be adversely affected by pavementeofdad between Porto Velho and Rio Branco,
and, as a consequence, several mitigating measeresincluded in the project. Since the Porto
Velho-Rio Branco project was implemented considigrahbrlier than the Darién one, however, it
is surprising that the Bank did not anticipaterailgir potential impact on existing small farmer
populations in Panama, even though it did conssideh possible effects in the second Acre
project, which was prepared and approved aroundsdinge time and, like the one for Darién,
incorporated the road improvements as part of moaullti-sector “sustainable development”

operations (see the section on project preparatoindesign below).

Agriculture: The Search for AlternativeSplumbia University Press, New York, 2005, espégichapters 7, 8, 10,
12, 15, and 17.

® That rural land use varies with distance from retsland is very sensitive to changes in transpstise- and, thus,
to major transport improvements, is a basic teh#h® economics of spatial location, as pioneengddhann Von
Thunen in the 1820s, who, according to one sousoeght to discover “the laws which govern the [@icé
agricultural products and the laws by which priegiations are translated into patterns of land”"uUSee Michael
Chisholm, Rural Settlement and Land Usg&ldine Publishing Company, Chicago, 1962 and oricagural (and
urban) location theory more generally, Walter Isamkcation and Space Economy: A General Theory Regjat
Industrial Location, Market Areas, Land Use, Tradad Urban StructureMIT Press, Cambridge, Massachusetts,
1956, and the role of transportation, Edward J.fffaand Howard L. GauthieiGeography of Transportation
Prentice-Hall, Inc., Englewood Cliffs, New Jersggy3.

° See, for example, Philip M. Fearnside, “Global licgtions of Amazon Frontier Settlement: Carbonot¢tyand
the Role of Amazonian Deforestation,” in AnthonyHall (ed.),Global Impact, Local Action: New Environmental
Policy in Latin Americalnstitute for the Study of the Americas, LondonQ20

10 See Republica de Panama, Ministerio de la PresigletConsejo Nacional para el Desarrollo Sostenible
(CONADES), Evaluacién Externa Final del Programa de Desarrofmstenible de Darién (PDSD) — Informe
Final, prepared by OTSCORP, SA Optima Technical Servis&$, Panama, June 2011.
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More generally, as these two cases illustratepma@ad investment projects in natural
resource frontier areas can have significant imgantexisting populations in these regions. This
is especially the case with respect to vulnerahtligenous communities, which have been
present in the larger areas of influence of alihef projects reviewed. In some cases, moreover,
these communities may have had only limited contattt non-indigenous populations prior to
the opening up of new areas as the result of ntapl improvement, as was the case with the
Uru-Eu-Wau-Wau in Rondonia in the 1980s, but evemenacculturated indigenous groups may
also be severely affected by such investmentscasrieed with the Nambiquara in Mato Grosso
due to the same projettIDB road improvement projects have directly oriiadtly impacted,
or are expected to affect, indigenous communitiealli of the cases studied and, in at least one
of them, the Pasto-Mocoa highway project in Colamlthis has recently resulted in a claim
before the Bank’s new Independent Consultationlaspection Mechanism (ICIMY:

As suggested above, however, indigenous populatioag not be the only vulnerable
groups affected by major road projects and/or rioddeed or facilitated developments in
frontier regions, and it is necessary to take fithese potential impacts into account in the up-
front environmental and social assessments andimmpgmvironmental and social monitoring
and management of such projects, as will be furtdierussed below. As also noted above, the
Bank was particularly aware of such potential imipac the two road projects in Acre, Brazil,
and assigned both an environmental specialist asdcal anthropologist to its project team
during the preparation and appraisal of the Poeth®-Rio Branco (BR-364) highway project in
the mid-1980s, well before its current environmeratiad social safeguard policies were in
place®® This reflected both the World Bank’s earlier unpya@xperience with pavement of the
larger segment of this highway between Cuiaba amtbP/elho, as was clearly acknowledged
in the corresponding IDB project appraisal docuniébut was also a precautionary reaction to

the risk of greater deforestation, burning, andiadoconflict between resident local rubber

1 See David PriceBefore the Bulldozer: The Nambiquara Indians & Wierld Bank,Seven Locks Press, Cabin
John, Maryland, 1989.

12 See Inter-American Development Bank, CO-MICI-0@1/2, July 2011, for details of this complaint byotlecal
indigenous groups.

13 See John Redwood lliManaging the Environmental and Social Impacts ofjdvidDB-Financed Road
Improvement Projects in the Brazilian Amazon: TheseéC of BR-364 in Acregonsultant’s report to the Inter-
American Development Bank, Washington D.C., Jul§220

14 See Inter-American Development Bank (IDBederal Republic of Brazil, Porto Velho — Rio BranRoad
Improvement Project (BR-0066) Project Reptvashington D.C., December 7, 1984.
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tappers and the more recently arrived larger sealehers in southern Acre that later culminated
in the well-publicized assassination of the rubtagper leader and environmentalist Francisco
(“Chico”) Mendes in December 1983 while the IDB’s Porto Velho-Rio Branco road
improvement project was already under implemematio

Other types of indirect adverse social impactsase associated with major road and
other infrastructure investments in tropical natuesource frontier areas. This can also be
illustrated from experience in the Brazilian Amazassociated with both the aforementioned
Polonoroeste program in the western part of theonegnd the Carajas Iron Ore project in the
eastern Amazonian states of Para and Maranhaohwtiolved major rail, road, port, and urban
development, as well and mine, investments. Intamidio the encroachment by new settlers into
indigenous reserves in the areas of influence t bbb these projects, induced settlement and
new productive activities, including artisanal alal gold mining® together with the rapid
expansion of induced agricultural and cattle ramghactivities, led to significant outbreaks of
malaria and other tropical diseases in Ronddnia iacdeased prostitution and crime and
violence in both subregiort$.Similar problems, particularly with regard to gk gold mining,
including on local indigenous reserves, are now aturring in the immediate area of influence
of the recently completed Amazonian (i.e., Madrebites) portion of the Interoceanica highway

in Peru'® While this portion of the highway, which was impiented by a private (Brazilian)

!> For more on the events leading up to this trageelg,Andrew RevkinThe Burning Season: The Murder of Chico
Mendes and the Fight for the Amazon Rain Foeresiughton Miflin Company, Boston, Massachuset@9QLand
Alex ShoumatoffThe World Is Burning: Murder in the Rainforestvon Books, New York, 1990.

16 See, for example, David Cleary, “Small-Scale GMihing in the Brazilian Amazon,” in Anthony L. Hall
(editor), Amazonia at the Crossroads: The Challenge of Swatdé Developmentinstitute of Latin American
Studies, University of London, London, 2000.

1" See Redwood, et. al., op. citvorld Bank Approaches to the Environment in Brazilume V, op. cit.and John
Redwood lll. Anthony Hall, and Eneas Sal&tglume Ill: The Carajas Iron Ore ProjecApril 30, 1992 and John
Redwood lll, “Social Benefits and Costs of Mininbhe Carajas Iron Ore Project,” in Gary McMahon {@gj
Mining and the Community: Results of the Quito @oerice,EMT Occasional Paper No. 11, The World Bank,
Washington D.C., April 1998. On the environmentadl &ocial impacts of the Greater Carajas Programnhich
the World Bank-financed Iron Ore Project was emlegildsee Anthony L. HallDeveloping Amazonia:
Deforestation and Social Conflict in Brazil's Caaaj ProgrammeManchester University Press, Manchester,
England, 1989.

18 See, for example, Bruce Babbiilanifest Destiny: The Planned Trans-South Amerigighway Will Wreak
Massive Damage on the Fragile Ecosystems of thezémand Andes. Worse Yet It Doesn’t Even Make HEaigno
Sense. So Why Is It Being Built¥mericas Quarterly, summer 2009. This problem alas the subject of a Public
Broadcasting System (PBS) News Hour segment on iMbege See also, John Redwood IManaging the
Environmental and Social Impacts of Major IDB-Ficad Road Improvement-Related Projects in Peru: The
Interoceanica (or IIRSA Sur) and IIRSA Norte High/aconsultant’s report to the Inter-American Devetemt
Bank, Washington D.C., August 2011, which refersttter specific articles in this regard.
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concessionaire, was not financed by the IDB, thenkBhas provided resources for the

improvement of other sections of the road in thedéan highlands (i.e., in the area between
Cuzco and Puno) and has provided grant fundingloz@ NGO to help mitigate some of the

potential social and environmental impacts of thedrin the Peruvian Amazdh.

The direct and indirect environmental and socigpacts of major road improvement
projects in their areas of influence in tropicarftier regions, finally, are frequently exacerbated
by weak local governance in these areas. This nsesmes referred to as the “wild west”
syndrome in reference to the experience in theesegiart of the United States when it too was
a dynamic agricultural and mineral resource frantegion in the mid and late 1800s. Among
other things, this reflects the incipient naturenainy local institutions, including the rule of law
But it also reflects the particular political ecomp of natural resource rich frontier regidfis,
which tends to place a premium on maximizing shema private economic gains -- through a
process that is often described as “resource miinéwgn when renewable resources such as
forests and soils are involved -- at the expensdonfier-term social and local and global
environmental benefits associated with the moréaguable use and management of the region’s
natural resource base and ecological services. radvempacts of induced development in such
areas may also occur with respect to their ofteh hiodiversity* and sensitive climate. As
concerns the latter, more specifically, the potditing-term impacts of climate change resulting
from significant deforestation over time in trogiGeas such as the multi-country Amazon
Basin may be very significant indeed, affectinghbttite region itself and other areas adjacent to
it, including the highly productive agriculturalgiens in central and southern Brazil, eastern

Paraguay and Bolivia, and even northern Argerfinacreasing deforestation in the Amazon

9 See Redwood\anaging the Environmental and Social Impacts ofidiaDB-Supported Road Improvement-
Related Projects in Perwgp. cit. The specific operation referred to is afirecal Cooperation project entitled
Integrating Conservancy and Sustainable Developnmetiite Southern Interoceanica Highway Corridor

20 With regard to the political economy and goverman€ frontier regions, see Robert S. SchneiGayernment
and the Economy on the Amazon Frontiéforld Bank Environment Department Paper No. luguést 1995.

2 gSee, for example, Thomas E. Lovejoy, “AmazoniameBb Degradation and Fragmentation: Implications fo
Biodiversity Conservation,” in Anthony L. Hall (édr), Amazonia at the Crossroads. cit.

22 gee, for example, World Bank, Climate Change aleduCEnergy InitiativeAssessment of the Risk of Amazon
Dieback,February 2010.
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(and elsewhere in South America), in turn, is diye@ssociated with major new road
investments in the region, many of which are beindertaken in connection with IIRSA.

In summary, major Bank-supported road improvemenojepts, particularly in
ecologically sensitive and socio-culturally diversa&tural resource rich frontier regions, can —
and often do -- result in important local, regiqraaid national economic benefits. However, they
can — and frequently do — also lead directly ardir@ttly to serious environmental and social
costs of local, regional, national, and, in someesa even global significance. In deciding
whether to proceed with such projects, internatiinancial institutions such as the IDB need to
fully align and evaluate these potential econongodiits and social and environmental costs,
which has generally not been the c&sBlore specifically, the potential positive and nixgz
direct, indirect and cumulative economic, sociall anvironmental impacts of major road
improvement (and other infrastructure) projectsdneebe adequately identified and assessed up-
front, and all major highway investment operatioespecially in frontier regions, need to be
designed, implemented, and supervised by the Battiktiae avoidance, mitigation, monitoring,
management of -- and, where required, compensdtion- these potential adverse impacts
clearly in mind. Indeed, the Bank has attempteddahis over the past several decades, with
varying degrees of comprehensiveness and sucaebsnach has — and can be — learned from
this experience. The balance of this paper wikréifore, discuss the principal conclusions and
lessons that can be drawn from the five countreifipecase studies of major Bank-assisted road
improvement projects carried out over the past.year

% See Timothy J. KilleerA Perfect Storm in the Amazon Wilderness: Developared Conservation in the Context
of the Initiative for the Integration of Regionaiftastructure in South America (IIRSA)dvances in Applied
Biodiversity Science No. 7, Conservation Internaaio Washington D.C., 2007.

4 Local and regional economic development benefitmajor road improvement projects in frontier raggoare
often mentioned in project documents, but not gfiedtor estimated in monetary terms, and the sentieie with
respect to potential environmental and social costsaddition, sometimes the potential regional diigs are
claimed, even if not quantified, but the associgtettntial social and environmental costs are ulbt fdentified or
glossed over, with the actual ex-ante economicyaigfocusing essentially on the estimated traned tand vehicle
operation and maintenance cost savings, whichtee tompared with estimated project investmentscoitis
analysis should also be done ex-post with actugept costs, which are frequently much higher thatimated at
the time of project appraisal (see the sectionrofept implementation and results below), whilengfigantly longer
than expected project implementation periods alsamthat benefit flows begin later than anticipareante, both
of which have the effect of reducing the actualnecoic rate of return or benefit-cost ratio of spechjects.
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D. Project Preparation and Design

The basic approach that the Bank has taken torgpapmtion and design of major road

improvement projects in frontier regions has evdlsabstantially over the past several decades.

Essentially, four phases and differing approacheth (some overlaps) can be distinguished and

illustrated respectively by:

The Porto Velho-Rio Branco Road Project in Brafol, which two loans totaling
US$ 59.5 million were approved in 1985 and clogseti997.

The Sustainable Development Projects for DariémgRe), for which a loan of US$
70.4 million was approved in December 1998 and lmpentary financing of US$
17.0 million was approved in June 2007 and comgléte May 2009, and Acre
(Brazil), for which a loan of US$ 64.8 million wagpproved in May 2002 and
completed in June 2010. A variant of this approaghich essentially embedded
major road improvements in the context of broadeultilsectoral regional
development projects, occurred around the sameitintge form of the parallel and
contractually interlinked loans for the Santa CRuerto Suarez Integration Corridor
(US$ 75 million) and Environmental and Social Petittn of the Santa Cruz-Puerto
Suarez Corridor (US$ 21 million), which were apprdvn April 2002; the former
was completed in June 2011 while the latter i$ wtitler implementation (with about
65% of the proceeds disbursed as of August 31,)28dd preceded by two Bank
Technical Cooperation projects for associated enmrental and social
management

The Guarantee for IIRSA’s Northern Amazon Hub Rebja Peru for US$ 60
million, approved in February 2006 and still actisaed the two interlinked Technical

Cooperation grants for selected environmental awiak mitigation activities along

% More specifically, in October 1999, the Bank apm a US$ 750,000 Technical Cooperation grantrtanice a
Strategic Environmental Assessment (SEA) of thet&8&ruz-Puerto Suarez Transportation Corridor, twhias
fully disbursed and completed in December 2000, iaridlovember 2000, a second TC grant in the amoftittS$
150,000 was approved for an Advisory Panel forShata Cruz-Puerto Suarez Corridor, which was coegbli
March 2004.
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the Amazonian part of the Interoceanica/lIRSA Suridor in Peru, approved in July
2008 and still under implementation (even thoughrtbad investment itself has now
been completed); in both cases, however, muchechttual road improvements were
carried out by private concessionaires and finarmgdhe Andean Development
Corporation (CAFY®°

iv.  The Pasto-Mocoa Alternate Road Project in Colomtmiawhich a loan of US$ 53
million was approved in December 2009 and was pietdy three Bank Technical
Cooperation Projects to help assess and addressiass potential environmental

and social impact%.

This section will discuss how the Bank’s approachmanaging the environmental and
social impacts associated with major road investmanfrontier regions during the four stages
listed above has evolved since the mid-1980s irthéur detail, also indicating relevant
conclusions and lessons that the Bank itself hasésl from them and/or which can be drawn
from the experience with the respective projectragghes. The principal design features of each
of these projects, as they relate specifically he management of such impacts, will be
summarized below, while the following section iidbus more specifically on the respective up-

front environmental and social assessment expariaa@art of project preparation.

% As noted above, the Bank also financed improvemanit parts of the Andean highland sections of the
Interoceanica corridor between Cuzco and Puno tivathe earlier Stage Ill of the Roads Rehabilitatemnd
Improvement Project, with a loan of US$ 300 milli@f which US$ 150 million was later canceled), aped in
December 1998 and completed in September 2007hentlational Highway System Serviceability Improveme
Project, approved in December 2006 with a contihgesdit line of US$ 486 million for investment ppeots for the
National Highway System’s Five Year Infrastructé®gram for 2006-2010, as well as a Border Crossitigject,
including that on the Interoceanica highway betwBeru (Madre de Dios) and Brazil (Acre), for whizhoan of
US$ 5 million was also approved in December 2006.

" These projects, more specifically, were: (i) a$US45 million TC grant associated with the finagimeering
design and environmental licensing for constructibthe alternate Pasto-Mocoa road, approved ineNtber 2006
and reportedly still under implementation, but nhairesponsible for financing an updated Environraéinpact
Assessment (EIA) for the road itself and a Stratéligiter Regional) Environmental Assessment (SEARIer the
Colombian portion of the corridor as a whole, simiio that previously carried out for the Santaz=fPuerto Suarez
Highway in Bolivia; (i) a US$ 145,000 TC grant f@onservation and Development in High Biodivergieas,
approved in May 2008 and completed in March 2008; @i) a US$ 100,000 TC grant for Productive Dieyenent
Support of Indigenous Peoples — Sibundoy Valleyhiwithe area of influence of the Alternate Pastoebb Road),
approved in October 2008 and still under implemigora
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1. The Porto Velho-Rio Branco Road Project

The Bank justified paving the Porto Velho-Rio Brarsection of the BR-364 highway
primarily in terms of the benefits for local devahoent that upgraded access and reduced
transportation costs would bring to the region. &apecifically, pavement of the road was
expected to benefit natural resource-based produdrctivities such as agriculture, cattle
ranching, tree cropping, fishing and mining. At geme time, however, the Bank’s appraisal
report clearly recognized that, as was happenirigattime in neighboring Ronddnia and Mato
Grosso, this process would “increase the pressutbearea’'s physical and social environments,
both of which are relatively complex and fragilé&¢tcordingly, the Bank recommended that
“safeguards” be introduced “to minimize unnecesshestruction of the area's soils and forests
or damage to the indigenous populations from irsgdaeconomic activity attributable to
improving the road?®

Even though an environmental and social assessmastnot undertaken up-front,
resources to finance a component to better diagaodenitigate these potential adverse impacts
on the environment and local indigenous communitiese included in the project. Preparation
of this component -- later better known by its Bliam acronym, PMACY -- during the early
stages of project execution was monitored by Bapkcislists, as was its subsequent
implementation through periodic supervision missioResponding to strong pressures from
international environmental NGOs and the UnitedeSt&ongres¥, which threatened to cut off
future funding to the Bank if it did not take actjanadequate preparation of this component by
the Government led the Bank to suspend disbursenienthe project in December 1987 — the
first time this had happened with any IDB loan t@8l -- until a more acceptable environmental
and social management plan to address the roagaci:m was presented to the Bank. This
eventually took the form of a Definitive Action IAléor PAD) for PMACI.

Altogether, PMACI covered an area of 252,000 squdlie@meters in the neighboring

states of Acre, Amazonas and Rondbénia. The PAD eemsposed of subprograms for: (i)

% |Inter-American Development Bank (IDBFederal Republic of Brazil, Porto Velho — Rio Bran&oad
Improvement Project (BR-0066) Project Repwshington D.C., December 7, 1984, pg. 2.

2 For Protecéo do Meio Ambiente e das Comunidadgigémas (PMACI).

% This followed a visit by the aforementioned enwimentalist and rubber tapper leader Chico Mendetheéo
United States Congress in mid-1987 at which timecbmplained that the potential environmental andiado
impacts of the project in Acre were not being adeely addressed by the Bank.
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territorial organization, including land use plamyi in the project's area of influence; (ii)
protected areas, including the creation and impfgai®mn of conservation units (national
forests, environmental protection areas, and anlogioal station); (iii) environmental
monitoring and control; (iv) environmental educati@and forestry extension; and (v) protection
of indigenous communities, including actions in theeas of health, education, productive
activities, and the regularization of indigenousds®® Initially, these activities were to be
implemented by federal agencies — as the Bank lt@eif was to the Brazilian Federal
Government — but due to implementation delays angsponse to local government and NGO
pressures, management of PMACI was later “dederdcd to permit much greater
participation of state agencies and local civilistc organizations. The Project Completion
Report (PCR) subsequently drew several importantlagions and lessons, which refer mainly
to project design and were reportedly taken intooant in the design of the follow-on Acre
Sustainable Development and other Bank operatiomshiing major road investments in

tropical frontier regions, specifically:

i.  Environmental and social projects should valueargii knowledge and experience,
support local initiatives, value the interventiohnmn-governmental and other civil
society organizations that possess mechanismspomd and intervene in a rapid and
efficient manner and at low cost, make availablayges of information about the
project, permit the democratic discussion of proideand guarantee the participation

of beneficiary communities from the conception ghésough the end of execution.

ii.  Projects that affect traditional communities (s@shindigenous peoples and rubber
tappers) should have clearly defined objectivestargkts. But at the same time, they
need to be sufficiently flexible to permit constavaluation and adaptation to the
needs and circumstances of the local reality, trgatgile mechanisms that permit

eventual modifications in their specific targets.

31 Inter-American Development BanRroject Completion Report for the Porto Velho-Rimfco Road Project
Brasilia, no date, pp. 3-4. This report, howevaly covers PMACI.
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Formulation of an Action Plan that contemplatedagety of environmental problems
and issues contributed to project success. Ditiesilencountered during the first
phase — which could have led to the failure ofihgect as a whole — were due to
the excessive concentration of actions in fedegahaies when, in fact, this was a
regional project to be implemented in an area Wed already highly mobilized and

active in terms of addressing its problems.

In terms of what PMACI proposed — to mitigate tlilees of pavement of the road —
the project was reasonably well dimensioned, eafigcafter reformulation of the
specific projects contained in the PAD when theppeed actions and targets
effectively incorporated local aspirations and unedd segments of the population,
such as the small farmers, who were largely ov&ddan the initial version of the

Plan.

An unidentified risk was that local institutions rgenot explicitly included in project
design. This resulted in significant pressure peeglly from the Government of
Acre, which was allied with NGOs in the state —RMACI's coordination, which
was unable to respond effectively. Not involvedtie project, the local entities
proceeded with their activities, many of which weegallel to and overlapped with
those of PMACI, while the project, which was hangaeby institutional, political,
and budgetary problems, was able to advance oolylglin its execution. As a
result, the project was discredited among its sap@doeneficiaries and was largely
innocuous in the region, a situation that was oelersed with its decentralization in

the second phasé.

Other important lessons that can be drawn from #xperience not specifically

mentioned in the PCR include: (i) the critical imfamce of the up-front identification and

32 bid., pp. 2, 7-9. The PCR also affirmed that “the mosioses problem affecting PMACI, above all in its ead
phase, was the difficulty encountered by the Migigif Environment to celebrate formal agreementthvaind
transfer financial resources to the local entitespecially NGOs. This resulted in delays that esblg affected
project implementation and meant that many acgigitook longer to execute than originally programinigespite
various institutional changes during the secondsphaf project implementation, these problems wexgiglly
overcome by continuity of the technical team regae for its general coordination.”
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assessment of potential direct and indirect enwramtal and social impacts in the project’s
broader area of influence; and (ii) the need tdlieitly incorporate measures to mitigate these
impacts as an integral part of the design of tls®@ated road improvement operation itself. As
suggested earlier, especially in ecologically andiadly sensitive frontier areas such as the
Brazilian (and multi-country) Amazon, the identdton, assessment, and mitigation of indirect
impacts should include induced development effedsch as new migration and land settlement
and their potential adverse environmental and satipacts -- in the project’s larger area of
influence in the case of a major road improvement, avhere more than one development
intervention is taking place, their cumulative imfgmas well. This process should include
identification of the institutions responsible foarrying out each such action, their capacity
building support needs, and provision of the finahtesources required to do so. Subsequent
close monitoring and supervision of the implemeatatndex-postevaluation of the results of
these actions by the financing institution or igions involved are also essential (see the
section on supervision, monitoring, reporting, awdluation below).

A third additional lesson with respect to projeesidn is the need to include specific
contractual clauses in Bank loan agreements reqguthe Borrower to carry out the necessary
environmental and social due diligence and estahblis clear sanctions (including the
suspension of disbursements) if this does not aetyu occur. Similarly, requiring that
environmental management measures be includedeirtdhtracts with the construction firms
responsible for the road improvements and providespurces to strengthen the government —
and eventually also non-governmental — organizatioesponsible for environmental and
indigenous peoples’ protection were very positiveasures. Many of these elements were
explicit or implicit in the design of the Porto Wel-Rio Branco road project, and the Bank is to
be complimented for establishing and following ‘bopsactice” in this regard at a time when
environmental (and social) impact assessment wasyeb a formal and standard project
preparation requirement of most multi-lateral fioahinstitutions (MFIs).

PMACI was also the subject of a Bank multi-stakdkolevaluation seminar held in
Washington in December 198%The seminar concluded both that the way this djperavas

33 See Mary Allegretti, Carlos Ramirez, and Anne Bémre (editors),Public Participation and Sustainable
Development in the Amazon: The Case of PMA@ér-American Development Bank, Washington D:cember
1998. My emphasis.
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carried out differed from other IDB-financed “infitaucture projects with an impact on
environmentally fragile areas inhabited by indigesgroups” and was particularly “noteworthy
because it achieved its objectives at the crifimatture for the Amazon of the 1980s, which was
marked by serious social conflicts, high deforestatrates, and criticism of the prevailing
development model.” More specifically, “PMACI wdaunched just as the Polonoroeste
resources were suspended by the World Bamenounced by the potential beneficiaries during
its first years of implementation, the project veasnpleted 10 years later with a request for its
continuation filed by the same institutions thatl mejected the project earlier Also according
to the resulting seminar report,
PMACI made history in a number of ways. Brazil deped and used innovative
management techniques. NGOs and local communitiaeged the very course
of development. For the IDB, the project represgnies first large-scale
experience in participatory development. Today, cén be asserted that,
under...PMACI, the Government of Brazil, local gowaents, communities, and
the IDB learned an important lesson: opening uporn for dialogue and
negotiation can help harmonize overall policiespkasize local priorities, and
resolve conflicts about development....A road throtig tropical forest of the
Amazon has the potential to cause irreversible renmental damage and
increased land conflicts resulting from both thecpative increase in land values
and uncontrolled migration. During the life of PMAQ@985 to 1995), both the
deforestation and demographic growth rates incteasdy marginally in the
project's area of influence. In other words, theemqmenon (sic) that had
occurred during the previous 10-year period in Romal was not repeated
in...Acre®
This report does not assess the extent to whishféiviorable outcome was the result of
the actions taken under PMACI or was primarily du®ther factors, including: (i) the fact that

many of the most affected areas in Acre were ajreadupied by small farmers, rubber tappers,

34 The World Bank suspended disbursements from\al dif its loans for POLONOROESTE in March 1985 jast
a new civilian-led federal government was takinficefin Brazil and were resumed in August 1985rafite new
administration took steps to improve the protectibseveral highly vulnerable indigenous reserves agreed to a
Bank-proposed agenda for redirection of the program

*Allegretti, Ramirez and Deruyttere (editors), ojp., pp. 1-2.
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and indigenous groups, some of which were alreagty yolitically active, (ii) the sharply
declining rate of new migration to the region ie tate 1980s and early 1990s; (iii) the existence
of a very different view of development prioritibg, and political constellation of forces in, the
state and local governments in Acre compared wWitse in Rondonia, and (iv) the negative
environmental and social consequences, includingpeamt deforestation, encroachment in
indigenous reserves, and serious public health odimer social problems (e.g., the widespread
incidence of malaria) associated with recent sagl@ experience in the latter state, which also
contributed to the lower migration rate to westémmazonia as a whole. However, project
interventions and the Bank’s support undoubtedhytriiouted to the more positive results in the
case of the Porto Velho-Rio Branco road. In addijtibe seminar highlighted five lessons from

PMACI that complement and reinforce those summeramve:

e Recognition of Land Right¥he land of the indigenous and extractivist comities,
the long-time inhabitants of the region who employn-destructive systems for
natural resource use, were legally protected agid tights over their land recognized
according to the historical and cultural peculiastof each group. This prevented a
significant part of the land from being commera@eadl and its inhabitants expelled to
the shantytowns of city outskirts.

e Decentralized, Participatory Managemeritor the first five years, the project was
administered in Brasilia, with little involvemeny local institutions, but the available
resources could not be disbursed and the projstttedibility with the beneficiaries.
The management system changed by providing ditgapast for initiatives already
under way in the region, with community participati in priority-setting and
decentralized allocation of resources, therebyngtreening local organizations and

generating sustainable alternative sources of ircom

e Interconnection between Environmental and Socislids The project demonstrated
to all the parties involved that there is a comptekationship between economic,
environmental, and social problems in tropical $brareas, by expanding the notion

of environmental impact mitigation for infrastrutuworks through specific quality
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control measures towards a more integrated visiosogial and environmentally

sustainable development.

e Consensus-building and Conflict Resolution throtggotiation Conflicts over land
ownership and widely diverging development altauest for the region predated the
road and gave rise to violent confrontations, alnoasising the project to collapse.
The IDB's understanding of its potential role aslifator with respect to the various
groups in confrontation was decisive in reversihg tituation and leading to
negotiated solutions.

e Clear Contractual Rules Combined with Flexibility Execution The measures for
mitigation of the environmental and social impaettablished in the contractual
clauses as conditions precedent to disbursemeggthter with the flexibility allowed
in execution of the plans of action, enabled thalkBand the beneficiary communities
to adjust project management and achieve effeatiselts in the short terffi.

Another key design lesson, according to the semaort, was that “good development
projects recognize conflict as part of social lded ensure the institutional and political
conditions for them to be explained and a negatiatdution to be reached. PMACI proved that
the environmental and social impact of an infragtite works project could be mitigated if it
was recognized that social conflicts express undshands and overshadow new types of
proposals that require legitimate institutional sgsato be implemented and give rise to new
development policies. Regularizing traditionallyhabited areas and strengthening local
organizations, converting them into protagonistghe process, generates self-confidence, an
essential condition to ensure a sustainable futtiréhe seminar concluded that:

“[...] the adverse impact of the road was mitigatedduse the conditions for indigenous

groups and local communities to remain in the atkag had traditionally inhabited had

been ensured and because their institutions weragshened. This result was achieved
once arrangements were made under the projecthiorbeneficiaries to participate

directly in the planning and implementation of wities to which the beneficiaries

% |bid., pg. 2. My emphasis.
\bid., pg. 12. My emphasis.
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themselves had assigned priority. To achieve thjsabive, the concept and methodology

of the project had to be structurally revised dgrihe project execution period. The key

to the project's success was to recognize thareapy of the existing social conflicts in

the area and to ensure their resolution througlotredgns by the parties involved, a

process facilitated by the intermediation of th@Band the Government of Brazit”

The report also affirms that PMACI contributed tdparadigm shift” that “led to the
model for sustainable development which has sineenbincorporated into international
development cooperation.” While this statementrloaiks other contemporaneous participatory
initiatives and efforts to promote conservation amvironmentally and socially sustainable
development in the Brazilian Amazon,39 the PMACpexence is nevertheless instructive as to
how the IDB and other development agencies shoppdoach large rural road improvement
projects in such areas. However, the seminar algten to an important limitation of PMACI:
“it had helped discontinue a certain developmenti@hdout did not replace it with another. As
the impact mitigation component of a road projeBMACI was able to control the
environmental and social impact of the road andigmethe occurrence in Acre of the same
process that had occurred in other parts of thezdmaHowever, precisely because it was just a
component, it did not ensure development of theoregn a new, sustainable basis.” This would
require an even broader, multi-faceted approach thafact, the Bank would later support
through its follow-on project for Acre, as well @srough the earlier Darién Sustainable
Development and similar projects in Panama, apgravéhe late 1990s and early 2000s.

2. The Darién Sustainable Development Project
Both the Darién (1998) and Acre (2002) Sustain&8l@eelopment Projects also included
major road improvement components, but, as the PM&@iinar recommended and unlike the
earlier Porto Velho-Rio Branco Project, these higinnvestments were incorporated into larger

multi-sectoral regional development programs tlagst to introduce key land use planning and

3 |bid., pp. 2-3. My emphasis.

39 One important such initiative, for example, was -7 Pilot Program to Conserve the Brazilian Reomests,
initiated in 1991 and coordinated by the World Bamkonjunction with the European Union and othenats. For
more on this and other World Bank supported programthe region, see John Redwood Ill, “World Bank
Approaches to the Brazilian Amazon: The Bumpy Rtmgards Sustainable Development,” in A. L. Hall .jed
Global Impact, Local Actigrop. cit., pp. 81-125.
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controls and promote environmentally and socialigtainable development more broadly in the
areas of influence of the roads to be paved, aratl/ance of these road improvements per se.
As observed above, a largely similar approach akert by the Bank in the Santa Cruz-Puerto
Suaréz road corridor in Bolivia (also approved 002), but there was a very important
difference with the Darién and Acre projects in ttlithe road investment and parallel
environmental and social management componentteoBolivia program were financed by
separate Bank loans, which later became *“delinkddting implementation, effectively
undermining the original design intention to enstitat adequate environmental and social
safeguard measures were in place before the roawaments were made (see the section on
project implementation and results below).

The Loan Proposal document for the Darién Sustérabvelopment Project describes a
typical tropical natural resource frontier situaticharacterized by rapid and largely uncontrolled
occupation and land use in a setting of considerabblogical sensitivity and ethnic diversity.
As is generally the case in other such regionsatba also possessed weak local institutions and
poor governance. In Darién, moreover, local indigen groups were characterized by
“organizational confusion” and needed “to resohsnd tenure problems, in addition to
strengthening their governing bodies” #uat they could “play an effective role in project
development® In addition to the need to pave a section of tistiag Pan American Highway
in order to help the province realize its econognowth and poverty reduction potential, the
project document described the rationale for IDBolaement, which was framed largely in
environmental and social terms, as follows:

The proposed operation seeks to reverse curramddrinat are destroying the ecosystem

of Darién by instituting the concept of sustainabelopment in terms of striking a

dynamic balance among human, ecological and ecanfaiors. Progress towards such

a balance will only be possible to the extent thdtural and biological diversity can be

safeguarded and promoted. The major problems rielafa) protecting natural resources

that are of great richness and variety and atdheegtime very fragile, and where human
intervention to date has been unsustainable becsube ways in which the forest, the

soil and the fishery (sic) have been exploited; éndthe need to provide support for

“9 Inter-American Development BanRanama — Darien Sustainable Development Program-@BMN5) project
document, 2002, pg 4.
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people who are the poorest in the country, and whexnomic opportunities under

current systems of production are severely limfted.

In this context, the project’s visionary, but uléitely overly ambitious, declared
objectives were to: (i) establish an effective lais¢ management plan in keeping with the area's
natural resource features; (ii) reduce the pacéedbrestation and the conflicts over natural
resource use, and stabilize the agricultural feyniiiii) enhance the capacity of the institutions
responsible for resource management; (iv) stremgthanagerial and supervisory capacities at
the regional, municipal and indigenous communitels; (v) promote changes in the existing
models of production and natural resource exploitaso as to ensure their sustainability; (vi)
rehabilitate the transportation system, in a mamoasistent with the Land Use Management
Plan; (vii) improve access for the local populatiorbasic services (health, education, water and
sanitation, electricity and community services)d gniii) coordinate program activities with
those of other institutions and donors. By famnitsst costly component, however, was pavement
of 134 kilometers of the Pan American Highway agldabilitation of a number of feeder roads,
together with smaller transport investments foralgoort and airport improvements. The other
project components were for: land use planningindit management and protection of natural
resources; institutional strengthening; small-sqaleductive activities; and the upgrading of
basic services.

An interesting feature of project design was a alted “Environmental and Social
Sequencing Matrix” which, together with a “Stratelan,” was developed in the words of the
Bank’s Loan Proposal document because of the reegaragram investments strategically over
time and space....and to anticipate and minimize ém@ironmental impact of certain
investments, such as the rehabilitation of the [Rarerican Highway] and other infrastructure
works.™ The Strategic Plan indicated the timetable ofvitigs by “work fronts” and, within
each one, by subzone, as well as over time. Obdkes of this plan, the sequencing of required
environmental and social protection and mitigatieeasures was presented in the Matrix, which

specified “the conditions that must be fulfilledfdae initiating investments with significant

“L |bid., pg. 7. A similar approach would subsequently also be takgnhe Bank in two other ecologically and
socio-culturally diverse provinces in western PaaaBocas del Toro and Chiriqui, not covered in phesent
review.

“2|bid., pp. 12-13. My emphasis.
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impacts.*® The Matrix was agreed during project negotiatiand was to be incorporated as an
annex to its operating regulations, any change lickvwould require prior Bank approval.
Compliance with the Matrix would also reportedly &d&ondition for approval of the project’s
annual operating plans and linked to specific pemnce indicators and verification methods.

Supplemental financing was later (2007) requiredamplete the infrastructure — mainly
road improvement -- works on account of significatdst overruns. According to the
corresponding loan proposal document, these weeetalu (i) increases in the prices of the
products, inputs, and materials required to comeptbe planned works, some of which were
delayed initially pending fulfilment of the condihs established in the program’s
Environmental and Social Sequencing Matrix; (i@ teed to change the specifications of some
projects due to additional requirements and soiddmns; and (iii)) underestimation of the costs
of program works (due to the inaccessibility of th®vince, contractors reportedly incurred
higher than expected costs). As a result, estintatedl project costs increased from US$ 87.4 to
US$ 109 million, and the Bank’s financing from UB%4 to US$ 87.4 milliofi*

In addition to the cost overruns and implementatiefays, a number of other problems
affected project execution, including, as suggesteave, the need to meet the pre-determined
environmental and social management “sequencirggiirements included in the Matrix prior to
proceeding with the road investments, all of whighimately contributed to the only partial
achievement of the project’s objectives and intendetcomes (see the section on project
implementation and results below). In this regdmolvever, an important lesson was drawn by
the Bank at the time the proposal for supplemefuiatiing was put forward. The additional
financing request observed that the Darién Progapiired the “completion of strategic activities
to establish an appropriate legal and institutidreahework before proceeding with construction
of the planned infrastructure works and basic ses: But given that, in 1999, the IDB had no

alternative financing instruments, a project wasppared that incorporated all of the estimated

3 Ibid., pg. 28. In defining this sequencing, two levelgasfitorial zoning were reportedly taken into aceburhe
first included three Integrated Management Zondse $econd subdivides these zones into protecteas ane
reserves and Sustainable Development Zones (ZD®yitles among these areas were reportedly “basethe
importance of each one in the region's environnteautal socioeconomic context, on the risks of disnce
involved in the program, as well as on the indiefftcts of infrastructure investments and on theglementarity
of the various activities and projects. Using thesteria, three work fronts were defined to detieerthe spatial
sequencing of executiorMy emphasis.

** Inter-American Development BanRanama — Supplemental Financing for the Darién &nable Development
Program (PN L1017) — Loan Propos&Vashington D.C., 2007, pg. 12.
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costs for the proposed investments, including riitetipn of sections of the highway, pursuant
to the agreed Environmental and Social Sequenciatyi® In the absence of a “multiphase
operation instrument” at the time the project wppraved, this was the only solution possible.
But the additional financing request document oles@rthat such an instrument had become
available by 2007 and that would have allowed tloget to proceed in discrete phases through
two or more sequential Bank operations, rather #namgle one, would have been “ideal” for
this type of interventiof®

In this regard also, finally, one of the main carstbns of the Darién case study, as stated
in the respective report, was the following: thejgct “took an innovative approach to
anticipating and addressing the potential adversectdand indirect impacts of a major road
improvement by incorporating this investment inradaler multi-sectoral regional development
operation, which ambitiously sought at the samestimboost economic development, alleviate
rural poverty, and protect biodiversity and othenawable natural resources. The request for
supplemental financing later observed that, inosgiect, it would have been better if the Bank
had supported this program through a multi-phasefsprojects with the first one seeking to
implement the essential preconditions in terms rofirenmental and social management and
protection, including the required land use costrahd institutional strengthening, and the
second financing pavement of the highway and atifesistructure improvements together with
the expansion of basic servicé§.This conclusion continues to be valid, but the IBhas not
yet effectively implemented such a two stage apgrofor subsequent road improvement
projects in frontier areas — even though such aphase approach was proposed for the Santa
Cruz-Puerto Suarez operation, but later fell thioigee below) -- except insofar as prior
environmental and social assessment work has @ttuhrough prior Technical Cooperation
operations. However, this is not the same as gutéind use and other environmental and social
controls in place along the corridors of roads ¢oblilt and/or paved in such regions well in

advance of actual construction work.

45 11i

Ibid., pg. 8.
¢ John Redwood lliManaging the Environmental and Social Impacts bfajor IDB-Financed Road Improvement
Project in Panama: The Case of Dari@nsultant’s report to the Inter-American DevelopimBank, Washington
D.C., November 2011.
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3. The Acre Sustainable Development Project

The Acre Sustainable Development Project took aprageh similar to the Darién
Project by “packaging” environmental and socialcliing land use and environmental
management, components together with — and requthat they be largely implemented in
advance of — the road investments, which includegment of another section of the BR-364 in
the state, together with improvement of severaleotioads. And it seems to have been
considerably more effective than the Darién opernatiargely due to the combination of the
much greater distance of the road to be paved frore settled areas and the much stronger
local political commitment to environmental managen objectives and activities, already
evidenced in the previous Bank highway improvenpeaject in Acre, as discussed above.

The general objective of the project was “to im@ake quality of life of the population
and to preserve the natural wealth of the stat&are in the long term® To achieve this
objective, the project had three components, résdge labeled sustainable management of
natural resources, support and promotion of suabéenproduction and employment, including
in sustainable forestry, and public infrastructéoe development, mainly road improvements,
including pavement of 70 kilometers of the BR-36ghlwvay. Activities to be financed under the
first component, more specifically, were intendedhelp: (i) resolve the irregular land tenure
situation in the state; (ii) create and administestate system for the conservation of protected
natural areas, implement three comprehensive grotecinits involving a total of 220,000
hectares, and protect the surroundings of an egidational Park; (iii) continue to improve the
institutional capacity of the state governmentrplement environmental legislation; and (iv)
value the cultural identity of 12 indigenous groapsl extractivist and riverine populations.

The corresponding Bank project report does notarplhy the specific segment of BR-
364 to be paved was selected or what justifiedptgrading at this particular point in time, but it
was apparently one of the last segments of the poadding access to areas where sustainable
forestry could be carried out that did not yet psssan all-weather surface. The report
nevertheless affirms that “the proposed Programbkeas structured such that the investments in
road transportation infrastructure will be econaatiicviable and implemented once the capacity

for environmental management, surveillance, androbis in place in the area of influence, so

" Inter-American Development BanlBrazil — Acre Sustainable Development Program (BR3) — Loan
Proposal Washington D.C. Executive Summary, pg. 1.
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as to minimize deforestatioi* Thus, as in the case of Darién, even in the aleseha formal
“Environmental and Social Sequencing Matrix,” thetegic approach taken by the Bank in this
operation was not to implement the road improvementil after proper land use, land tenure,
and other environmental controls in the area exgokettt be affected were in place.

Bank safeguard requirements were clearly quiteedifit at the time this project was
appraised and approved than when the Porto VelbdRinco road improvement operation was
processed in the mid-1980s. Echoing the recommim$abf the earlier Bank seminar on
PMACI, however, preparation of the new operatioporéedly also incorporated key lessons
from the earlier one, more specifically that: (jveonmental projects which affect traditional
populations require the active participation of #ffected communities from their design until
their final implementation; (i) decentralizationf ahe implementation of sustainable
development projects to local organizations andi@pation of civil society institutions in
project execution reduce the possibility of confland allow for an appropriate pace of
implementation; and (iii) participation mechanisfos the beneficiaries of socio-environmental
projects should be provided for in the loan agrewtite

In addition, as now required both under Braziliaw land Bank safeguard policies at the
time the project was appraised, the State Goverhrpespared an environmental impact
assessment (EIA) in 1996 for the road section tgdneed. This assessment was revised and
broadened to cover the entire proposed projedieaBank’s request in 2001. According to the
project report, the EIA and its associated mitigatiplan “followed a broad process of
consultation with the parties affected, includindigenous groups, through public hearings. The
mitigation plan, reviewed and approved by the Bankludes specific actions in the areas of
production, health, education, land tenure regeddion, valuing of indigenous culture,
environmental management, the obligation to incladede of conduct in the terms of reference
for the contractor firms and staff in relation teetlocal society and the environment, and the

strengthening of local organizatior®S.This EIA will be further discussed in the next ti@m.

8 Ibid., pg. 7. My emphasis.

“9 Ibid., main text of the loan proposal report, bg.

*0 |bid., pg. 26. There is no further descriptiontioé original EIA and/or the updated assessmenhénappraisal
report but copies of the pertinent documents atséd in the Bank’s Public Information Center.
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The PCR, issued in October 2010, which judged thejept's outcome to be

“satisfactory” overall, drew several relevant carstbns and lessons in relation to its design (and

subsequent implementation), including the following

The project’'s methodology...whose key was the syricdspected sequencing of
interventions and which inhibited uncontrolled geation of land by immigrants
without titles, to the contrary of what occurred aneas adjacent to previous|ly
improved] stretches of BR-364.

The existence of a high level of political will andmmitment on the part of the state
and municipal governments, which created a verpriave environment for project
progress, together with SEPLAN'’s (i.e., the Seciatdor Planning and Economic
Development) leadership and the collaboration oYasiety of institutions that
allowed the project to overcome the high risk aiftiots and inefficiencies as a result

of the multiplicity of stakeholders and techniceg¢as involved.

Application of the concept of sustainable environtak management by the state
Secretariats involved in order to reconcile defatsn and development in project

activities.

Strong social mobilization, consolidated by coopfiees and environmentally
oriented social movements, which contributed taltptinhibit any type of land
speculation in the project area, at the same timnemgthening the cultural identity of
the communities involved, avoid conflicts, and cimite to project

implementatior?

*lnter-American Development BanRelatério de Término de Projeto — Programa de Deskiimento Sustentavel
do Acre Brasilia, October 29, 2010g. 13. More specifically, this refers to the feliog sequence of actions: (i)
mapping of the areas communities, and the cadasittgdtion prior to construction; (ii) dialogue tiexisting
populations, especially with the traditional (exmbber tapper, small farmer) and indigenous coniti@sn which
facilitated communication with local authoritiesgeeding land invasions; (iii) the presence of thereA
Environmental Institute (IMAC) in different locakis on the ground, its use of remote sensing tdobies and its
monitoring and control (“fiscalizacéo”) of forestefs and deforestation which has complementeddhé&a of land
invasions; and (iv) the mitigation measures forig@nvironmental impacts required in order to afbtai permit

from IMAC.

*2|bid., pp. 13-14.
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In particular, the PCR highlighted the “commitmeaftthe government of Acre since
1999 [which] has permitted the new equilibrium bedw the protection of natural resources with
social inclusion and the growth of the chain ofekirproducts and associated businesses.” It
further affirmed that “without the increase in piclal will and broad and consistent
dissemination of concrete policies, achievementhef Program’s targets would not have been
feasible.” Finally, the PCR concluded that thisjpco demonstrated that, “applying the concept
of environmental sustainability in all the actioothe Program, with participation of all the
affected stakeholders, demonstrated definitivedg,teven in Amazonia, it is possible to invest in
transport infrastructure without increasing defeatien.”?

In summary and reinforcing what was stated abaoweliation to the Darién project, the
general conclusion that can be drawn from this e&pee, together with that of the previous
Bank road improvement operation involving the BR:3ighway in Rondonia and Acre can be
summarized as follows: Taken together, these twgelg successful Bank operations provide
rich lessons with respect to the identification andnagement of social and environmental
impacts of major road improvement projects in tazZdian Amazon and other agricultural and
ranching frontier regions. The most important cfsih are that: (i) both the potential direct and
indirect -- including induced development and cuattivk -- social and environmental impacts of
these investments need to be identified, asseasseldadequately addressed; and (ii) doing so
requires taking a broader sustainable developnmarbach to — and in -- their respective (direct
and indirect) areas of influence, which also neebd clearly identified and well understood in
terms of their ecological, demographic, economi@cia, political and institutional
characteristics and dynamics in advance of prafeptementation. An important corollary of the
second lesson is (iii) the need to effectively ineoall affected local stakeholders -- and
especially those most vulnerable to the social eamdronmental impacts in question -- in the
process of identifying and monitoring these effemtsl, to the extent possible, ensuring their
active participation in the implementation and easibn of the associated measures to mitigate

and/or compensate for them. Finally, (iv) for thes occur strong and persisting political

>3 |bid., pp. 16-17.
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commitment at the local (i.e., in this case, statd municipal) level is clearly criticat. These

lessons will be further elaborated below.

4. The Santa Cruz-Puerto Suarez Corridor Program

The complex but nearly simultaneous Santa Cruzt®u&uarez road corridor
development in Bolivia differed from the Darién afscre projects in that the Bank was involved
in paving only part of the road, with improvemefitother sections financed by other donors,
including CAF and the European Commission (ECThis program was also initially intended
to involve two discrete phases, perhaps based iingmthe lesson learned from the Darién
project mentioned above with respect to the adgmstaf taking a multi-phased approach, but
more likely due to short-term counterpart fundingnstraints on the part of the Bolivian
Government which also affected other program corapt: In addition and in parallel to its
road upgrading investment, the Bank financed amr@mwmental and social protection project for
the entire length of the corridor between these ities>® Prior to approving the loans for these
two interlinked projects in April 2002, the Bankopided Technical Cooperation grants to the
Bolivian Government in 1999 and 2008° to strengthen the required EIA and undertake a
Strategic Environmental Assessment (SEA) of thel’soempact along the entire corridor, and to
support the activities of an Advisory Panel, resipety.

According to the Executive Summary of the Bank’'sahdProposal (LP) for the road
improvement operation (BO-0036), the goal of tlrgda program, of which this project was an

** See John Redwood IIManaging Environmental and Social Impacts of MdpB-Financed Road Improvement
Projects in the Brazilian Amazpop. cit., pp. 27-31.

%> More specifically, according to the appraisal mepthe Bank would finance pavement of the 124 lettisn of
the road between Paraiso and El Tinto and maintenaf an existing 140 km gravel section of the high
between Roboré and El Carmen (whose bridges waailinnced by the EC and pavement was scheduleanfor
eventual second phase), and of the recently retebd 88 km gravel section between El Carmen anertB
Suarez, while pavement of the 82 kilometer El Ti8m José de Chiquitos section would be financeth&yEC,
and that of the 140 km San José de Chiquitos-Robecéon by CAF. The existing 61 km Santa Cruzé®all
Paraiso section was already paved and did not neeguiditional construction work, while constructioha new
Palias bridge along this section would be finanocgdhe EMIMBANK of Korea. See Inter-American Devpioent
Bank,Bolivia: Santa Cruz-Puerto Suarez Corridor Projeehase | Washington, D.C. 2002 for additional details.
%% See Inter-American Development Batiglivia: Environmental and Social Protection in tBanta Cruz-Puerto
Suarez Corrido(B0O-0033), Washington D.C. 2002.

°" See Inter-American Development Bafiglivia: Plan of Operations — Strategic EnvironmenAssessment of the
Santa Cruz-Puerto Suarez Transportation Corridd€ (@904003-BQ)Washington D.C., October 1999.

%8 A specific Plan of Operations for the TC could hetfound in the Bank’s files, but it was reporjedbproved in
November 2000 and completed in March 2004, wittcektion of US$ 30,000 of the original US$ 150,@08nt.
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essential part, was to “improve Bolivia’'s integoatiwith the region and international markets,
while promoting economic efficiency in the varioggions and production sectors by reducing
transport costs and travel time, with improved hig conditions and traffic safety® Its
specific objectives, in turn, were to: (i) loweamisportation costs; (ii) reduce travel times; (iii)
guarantee that the highway remains passable framb#yginning of construction; and (iv)
improve transportation safety for drivers and pagses and their cargoes along the Santa Cruz-
Puerto Suarez Corridor. More concretely, the Prognaas expected to consist of the resurfacing
and construction of various sections of the roagportedly including “refurbishing the roadbed
and paving of 571 km of highway in two phases, gno#aeing continuous serviceability
throughout the corridor.” The LP observed that ‘iemvmental strengthening and mitigating
measures will be carried out at the same time uadeparate program financed in its entirety by
the Bank.®® The first phase of the IDB-financed part of the@domprovement part of the
program was expected to cost US$ 90 million andstdwnd phase, US$ 87.5 million, including
a prospective second IDB loan of US$ 70 millionod&eding to the second phase of the
program would be contingent upon meeting certamditns set out later in the LP.
The road improvement project was also justifiethim following terms:
In addition to linking the local economy, the higdywforms part of an East-West corridor
connecting countries on the Atlantic coast (prityaBrazil) with Chile and Peru. The
corridor itself has been identified by IIRSA asitahroute with the greatest potential for
regional integration, this highway being the fitiak and thus of great importance for
completing the corridor. Specifically, it will stigthen Bolivia’s links to MERCOSUR --
especially Brazil and to a lesser degree Paraguand, via the Hidrovia Paraguay-
Parand, improve access to Argentina, Uruguay aadnthrkets of Europe and North
America. Given these considerations, upgradinghifigiway has a very high priority in

the Government of Bolivia’s development pl&hs.

%9 The main text of the LP defines the Project’s nahijective in somewhat different terms: “to imprea@onomic
integration of Bolivia's eastern region and suppdevelopment of the production sector through bette
communication with domestic and international mssKedDB, Santa Cruz-Puerto Suarez Corridor Project, Phase
I, op. cit.,, para. 2.1, pg. 19).

% Inter-American Development BanBplivia: Santa Cruz-Puerto Suarez Corridor ProjeBhase | Washington,
D.C. 2002, Executive Summary, pp. 1-2.

%% Ibid., Main report, pp. 1-2.
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The LP also indicates that financing had been gedrfor both phases of the Program,
with that for the first phase consisting of a comaion of grants and concessional and
commercial funding. The main source of financingtfee first phase of the Program would be
CAF, which was expected to provide “a maximum offU®0 million under commercial terms
and conditions® with the Bank lending US$ 75 million and the E@yiding a grant of US$
47.5 million. The second phase was expected tonaaded primarily by the Bank, OPEC, and
CAF. Counterpart funding for both phases would cdmomn the Bolivian Government, including
a contribution from the Prefecture of Santa CYuklowever, in practice, it appears that the
additional road paving actions that had originddgen intended to be implemented during the
proposed “second phase,” were, in fact, undertatehe same time as the “first phase,” so that
the subsequent Bank loan became unnecessary. Houlagavas one of the actions taken while
the project was under execution that essentialjetrmined the program'’s original design with
respect to its proposed environmental and socialagment and protection measures (see the
section on project implementation and results bglow

The LP for the “first phase” of the road improvermproject contained a specific section
on social and environmental feasibility and assediaecommendations. It began by affirming
that “given the nature of this project (virtually'greenfield’ operation), with a highway to be
built over a very broad geographical area whichhighly vulnerable, both socially and
environmentally, has only a very basic level of @epment with little consolidation, yet also
enjoys enormous economic potential, the preparatidhis initiative has had to take account of
both its direct and indirect impact, and its cuniviaand long-term effects.” It also argued that,
considering the extent and complexity of the opend likely indirect effects, “it would be best
to separate the financing of its construction wdirken efforts to mitigate its environmental
impact, by preparing an independent project to eetl the latter.” Hence, the environmental
and social protection project (BO-0033) was pregpaneparallel. This report observed further
that:

The construction and upgrading of the Santa CruatBuSuéarez corridor will lead to a

major expansion of the agricultural frontier ane torestry sector. These and other

effects can only be seen as positive developmenésnadverse social and environmental

®2|bid., pg. 20. The table on the next page, however, itetica CAF loan of US$ 90 million for the first pbas
63 i
Ibid., pg. 21.
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effects are controlled and mitigated. This is wB&-0033 is designed for, and for this

reason it is essential that the programs set oBQOrD033 be implemented on the dates

and in the form described. BO-0033 includes all toé environmental mitigation
activities, and covers the corresponding costspfitigation of the indirect effects (Plan
of Action) caused by improvements made to the dorriWith regard to direct effects

(the PPM-PASA progranff, BO-0033 includes environmental mitigation actistji and

covers the costs corresponding to the first phdseeoHighway Project. Mitigation of

direct effects during the second phase will havbddinanced by [the proposed follow-
on loan], following criteria consistent with thoagopted for this Projeét.

According to the respective Loan Proposal documtm, parallel Santa Cruz-Puerto
Suarez Environmental and Social Protection Project designed to meet the needs identified in
the Strategic Environmental Assessment (for furttetails see the next section), “particularly as
regards the need to implement a series of enviratah@rotection measures and measures to
ensure regional sustainable development that (jllassure that works to improve the Santa
Cruz-Puerto Suarez Corridor are carried out wittiie framework of a process of regional
occupation that is planned and controlled and tha#s not pose risks to socio-economic
relations and natural ecosystems; (ii) assures lleakefits of agricultural development and
forestry that result from the road works will beheil inhabitants of the area of influence as
well as minimize any negative impacts on biodiwgrsind environmentally fragile zones, and
that rights acquired by indigenous and small-fagrédommunities are respected by carrying out
a broad program to register and provide titleslémd; and (iii) contribute to socio-economic
development in the zone of influence of the Samazuerto Suarez Corridor, optimizing the
use of natural resources.” It also affirms thdt & the above requires that: (i) the prevention
and compensation programs that are high priontighe SEA (concession of property titles for

land, protection of vulnerable zones, etc.) shdxddn place before the works begin; and (ii) the

® PPM was the Prevention and Mitigation Plan and RA&s the Environmental Applications and Management
Plan which are further described in the appraisaudhent for the parallel environmental and socialtgrtion
project.

*IDB, Bolivia: Santa Cruz-Puerto Suarez Corridor fet, op. cit., pp. 54-55. It then states that “thetooks
mitigating environmental impact is an integral pafrthe budget for construction of each sectiord encludes the
measures and works required by in the Highway BtsjeEIA, in accordance with environmental techhica
standards and the Code of Conduct of the workétg.Emphasis.
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Bank’s future loan to improve the highway includenditions that link disbursements to
progress in the mitigation of the project’s envirental impact.®

Thus, as in both the earlier Darién and nearly HKaneous Acre Sustainable
Development Projects, the Bank’s intention was rffeto sequence the implementation of
critical environmental and social protection anddonvestments along the Santa Cruz-Puerto
Suarez corridor in such a way that the former wesgentially in place before the latter were
initiated. Rather than containing these measuresnim operation financed by a single loan,
however, they were housed in two parallel projéateled by separate Bank loans, with cross-
conditionality in their respective legal agreemenfgéhen the two parallel operations are
considered together, at least conceptually, theydéd part of a single sustainable development
type program, largely equivalent to those the Bamk supporting at the same time in Panama
and western Brazil, although with the added featfrelividing both the road improvement
investments and some of the associated requiredoenvental and social protection activities
into two distinct phases. To add to this alreadgyvambitious and complex design and also
differently from the Bank-financed projects in Dariand Acre, multiple donors were involved
in the road improvement parts of the Bolivia pragrall of which were on somewhat different
schedules, which would also further complicate Bamr implementation and Bank supervision
of the parallel environmental and social managenaetivities that were designed to cover the
entire 571 kilometer corridor (see the section mget implementation and results below).

Project design also incorporated other innovatieatdres. The LP recognized,
appropriately, for example, that some of the indirenvironmental and social impacts of the
road improvement project would only be felt oves thnger term, well beyond the construction
phase, such that that “some mitigation programst im@i€ontinued in order to achieve balanced
development in the area of influence.” Arguing thadtitutional and financial mechanisms
should be established to permit continuation onegl mitigation activities, it concluded that
three subprograms would need a longer implementgtsiod than the first construction phase,
with the former being estimated at ten years, $igadly: (i) the Subprogram for Indigenous
Organizational Development, which would seek tergjthen “indigenous coalitions so that they

can defend the interests of indigenous peoplespartttipate in the development process of the

% |DB, Bolivia: Environmental and Social Protection in tBanta Cruz-Puerto Suéarez Corridap. cit, pp. 10-11.
My emphasis.
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zone;” (ii) the Subprogram for Management of Prigedreas, for which the executing agency,
SERNAP [the National Protected Area Service], nddde'be equipped with the resources and
sufficient personnel in order to counteract addgiopressure on the land that is caused by the
highway, particularly once the highway is operatighand (iii) the Subprogram for Forest
Conservation, for which the Forestry Superintengle(8IF) needed to “be provided with
resources to counteract additional pressure onatia that the highway will bring to forested
areas within the Area of Indirect Influence, particly once the highway is operational. The
LP also observed that current conditions in Bolivieant that “the country does not have enough
financial resources (neither loans, nor countefptot cover the total costs of mitigation
programs.” Thus, it was considered necessary teigdecreative financial mechanisms in order
to generate sufficient resources to cover thesés @ ensure sustainability of investments.”
The solution proposed was to set up three fiducfanyds with “reputable” civil society
organizations, expected to “assure technical cgpasid transparency in the channeling of
resources’®

It should also be observed that the original scepel cost associated with the
management plans initially proposed by the constdtevho carried out the SEA were reportedly
many times greater than the amounts eventuallpéea under the two parallel IDB loans. This
was apparently due in part to the fact that thesattants had originally considered a much larger
geographic area to be the indirect area of inflaesfcthe road, an area that the Bank considered
to be both inappropriate and unmanageable. As @trdbe size and costs of the proposed
environmental and social management measures wdrgeguently pared down to a level
deemed more realistic by the Bank. Even after aburred, however, the scope and estimated
cost of the environmental and social protection suezs to be financed through the two loans
were still expected to be substantially larger tllaose that were finally included in these

projects and needed to be further reduced as & msihe Government’s financial constraints

" Ibid., pg. 11.

% |bid., pp. 11-12. The LP noted further that “thecidion to propose setting up these funds waskssed on the
following: (i) the need for a mechanism to admiaistunds independently that will contribute to ehating

political interference in the execution of subprgs; (ii) in order to avoid Bolivian legislation wh requires that
government funds be deposited in the national oasrewith the high risk that these funds lose thiglar value

because of periodic devaluations of the Boliviasqe(ii) so that commitments will be complied witfter

negotiations with representatives of indigenousanizations, the government, NGOs, and other intedesntities;
and (iv) in order to fulfill the specific petitioof indigenous communities that they be able to rgan@sources
through entities that represent their interests.”
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mentioned above. In addition, according to a Baource familiar with the history of this
project, the main reason why the road improvementestments and the associated
environmental and social protection interventiolm@ the Santa Cruz-Puerto Suarez corridor
were eventually financed by the Bank as two sepagdthough legally interlinked, projects, was
because the original size of what was to becomeattteal BO-0033 had been considerably
larger. The limited availability of the “softer” $pial Operations Funds (FOE) for Bolivia was
apparently also a constraint at the time. Thesésides were reportedly taken in consultation
with Government authorities during the course glutar Bank programming missions to Bolivia
in the early 2000s.

The environmental and social protection project foe Santa Cruz-Puerto Suérez
corridor that the Bank and Government finally agrée support had three components with the
following declared objectives: (i) an SEA-based idwet Plan, with the specific goal of
preventing, controlling, mitigating and compensatifor indirect, cumulative and long-term
impacts caused by development spurred by the Qorpdbject, as well as to promote a more
equitable distribution of the project’s benefitig; the aforementioned Prevention and Mitigation
Plan and Environmental Applications and MonitoriRtan (PPM-PASA), which SNC [the
National Road Service, which was responsible foplementation of the road improvement
investments] must comply with, as stipulated byiBah legislation, to control, mitigate and
compensate for indirect impacts of the highway’sastaiction and operation; and (iii) a Socio-
Environmental Management System to coordinate apérsise program actions. The first two
of these components, in turn, included the follaysubcomponents: (i) a land “sanitatién,”
titing and registry program; (ii) an indigenousogram; (iii) an environmental conservation
program; (iv) an institutional strengthening andmeipal sustainable development program; (v)
a losses compensation program; (vi) an environrhenfzervision during construction program;
and (vii) an environmental auditing of the highwarpgram, in addition to the “Management

System and Socio-Environmental Management” Compiofien

9 «3anitation” in this context refers to the clatition of actual legally binding land documentatiord ownership.

® These program are further described in the reisgecse study report (see John Redwood Managing
Environmental and Social Impacts of a Major IDB-&ited Road Improvement Project in Bolivia: The §&uz-
Puerto Suarez Highwaygonsultant's report to the IDB, Washington D.C.tdber 2011, pp. 26-28) and in greater
detail in the project appraisal document ()bid
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According to the LP, finally, the Project “woulchéince: (i) all programs within the Plan
of Action; and (ii) PPM-PASA programs related te tlirst work phase of the highway, which
should conclude by 2006; and (iii) the Socio-Ennimeental Management System for the first
phase during which the Project Executing Unit (UEH) be working with a full staff. At the
same time the Project will finance the UEP witheduced staff and independent financial and
technical-environmental auditing, between 2007 luthte first trimester of 2012.” It also
affirmed that PPM-PASA actions during the proposedond phase would be financed by the
second phase of the Corridor (i.e., road improvejngmject, noting, finally, that “during the
final construction phase (projected for 2007-200@8) environmental component of the
Highway project with the implementation of the Auxti Plan will not differ from a typical
highway project which does not require a specifianl operation nor a special management

system.”!

As will be shown in the section on project implenation and results below, the
actual project execution experience turned outeqditferently from what the Bank originally
intended and expected, and, thus, the complexmesighe parallel and sequential loan program

for the Santa Cruz-Puerto Suarez Corridor, in prachas proven unworkable.

5. The Interoceanica (or IIRSA Sur) Highway

Like the Santa Cruz-Puerto Suarez road in Bolithe, Interoceanica and IIRSA Norte
roads in Peru are key elements in IIRSA’s prioptypgram for regional integration through
major infrastructure investments. Launched in 280te instigation of then Brazilian President,
Fernando Henrique Cardoso, the IDB has helped twrdomate and finance the Regional
Infrastructure Integration Initiative for South Ant, together with CAF and the Plate River
Basin Financial Development Fund (Fonplata), whashtly compose the Technical Committee
providing support to this multi-country initiatiVé. These Peruvian road corridors are
centerpieces of two of the ten IIRSA “integratiamdadevelopment axes” or “Hubs,” for “Peru,
Bolivia, Brazil” (i.e., IIRSA Sur)® and the “Amazon Region” (IIRSA Norte), respectiv&l

" Ibid., pp. 15-16.

2 See Inter-American Development BaAkNew Continent under Constructiap. cit.

3 This axis, more specifically, included three grews projects as of 2006, one of which would lihk state of
Acre in Brazil to the eastern side of the Andes #vadPeruvian coast by road and another to linlPhaa and the
Bolivian plains with the Amazon basin, correspomgdio the Interoceanica and Santa Cruz-Puerto Siégbwvays,
respectivelylbid., pg. 19).

" Ibid., pp. 18-19.
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IIRSA'’s first ten years were completed at the efic@10/° but the initiative is expected to
proceed, and the IDB has been asked to contindme timvolved in its technical coordination,
under the auspices of UNASUR’sCouncil for Infrastructure and Planning, COSIPLANR
the years ahead.

The Interoceanica or IIRSA Sur highway is part ofanbitious long-term national road
investment plan in Peru that involves constructadnthree longitudinal (i.e., also including
IIRSA Central and IIRSA Norte) and twenty transebrsighways. Altogether, the IIRSA Sur
undertaking entails the construction or upgradihgame 2,600 kilometers of roadway linking
the Peruvian ports of San Juan de Marcona, Mataaadi Ilo, south of Lima/Callao, to
southwestern Acre in Brazil. From there, this higlgweonnects to the port cities of Santos, near
Sé&o Paulo, and Rio de Janeiro (and everywheretwelea) through the existing paved national
highway network in Brazil. Thus, it ultimately liskmajor ports on the Atlantic coast of South
America to selected ones on the Pacific coast, pamm cargo from Brazil to travel over land
across the continent, thereby avoiding the needHhgping either around Cape Horn or through
the Panama Canal, while also having potentiallpifigant local development benefits along its
route, especially in the Peruvian Amazon region.

The Peruvian section of the Interoceanica highway $everal branches and has been
divided into various segments for operational pegsp a number of which have already been
improved as part of separate projects, includingesantermediate sections in the Andean
highlands with IDB financing® Three concessions for other sections were awaigdivate

operators in 2005: (i) Urcos (near Cusco) to Inamla Inambari District near Puerto

> For more on IIRSA and the IDB’s specific role in see IDB/CAF/Fonplata, Comité de Coordinacion figc
IIRSAAgenda de Implementacién Consensuada 2005-201fbrrie de Evaluacion — 31 Proyectos de Integracion
en América del Sululy 2010; IDB/CAF/Fonplata Comité de Coordinacibécnia,lIRSA, Cartera de Proyectos
2010 — Planeamiento Territorial Indicativo, 201@nd IDB, Los Diez Afos del BID en IIRSA 2000-2010,
Washington, D.C.

® Modeled on the European Union, UNASUR, or the nid South American Nations, is an inter-governraknt
union integrating two existing customs unions, MEBSLIR and the Andean Community of Nations. It was
formally constituted on May 23, 2008 at the thighenit of South American heads of state in Brasili@ its
Constitutive Treaty entered into force on March20d11.

""COSIPLAN is one of six thematic Councils creatdthin UNASUR, the others being for defense, enetmgalth,
social development, and drug-related issues. Tlaeee also inter-governmental working groups on faian
integration and disputes settlement and a BoaEtatation, Culture, Science, Technology and Inriouat

8 The Bank had previously agreed to finance the agligg of two non-Amazonian segments of one majantin

of the Interoceanica Highway-- between Puno, oreliticaca, and Cuzco -- under two different lod&;L-0197
and PE-L-1006, and has possibly also benefitedr @teas within this corridor through PE-L-1011, fonational
rural roads improvement project jointly financedhthe World Bank.
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Maldonado in the Amazon Basin, involving some 3#06rketers of previously unpaved roads;
(i) Inambari to Ifapari in Ifapari District on tligrazilian border opposite Assis Brasil in Acre,
entailing 403 kilometers of previously unpaved adnd (iii) Azangaro-Inambari, involving
306 kilometers of previously unpaved roads. Thesals were leased to specialized Peruvian
and Brazilian consortia of private companigsThe IDB is also financing border crossing
improvements in Ifapari on the Acre River near Br@nd in two other border crossing areas
further south in Peru with Bolivia and Chif®),as well as some environmental mitigation
measures and sustainable productive activitiesyaiio® Amazonian portion of the Interoceanica
Highway, although not the actual road constructeomd pavement themselves, which, as
previously noted, were financed in part by a US® biillion loan from CAF, approved in
2006%

The Bank-supported environmental project, whiclolags two parallel and interlinked
grants — one from the Multi-lateral Investment FYMIF) and the other from the Italian Trust
Fund for International Competitiveness (ICR) --U$$ 1.5 million each, was approved in July
2008 and signed in February 2009. The executing@ges the Asociacion Odebrecht Peru para
el Desarrollo Sostenible y Conservactdnwhich is an offshoot of the large Brazilian
construction firm that is a central part of thevpte consortium that has built and will operate

this portion of the road under a 25 year concessmmn the Peruvian Government. The general

" The concession for the first two of these roadrssgs was awarded to the same consortium led bp@det of
Brazil. Two other concessions further west betwibencoast and the highlands were awarded in 20)Bgn Juan
de Marcona on the Pacific Ocean to Nazca, AbanCagco and Urcos, involving 763 kilometers of preiy
paved roads; and (2) branch 1 from Matarani orPthafic Ocean to Arequipa, Juliaca (near Lake ad&cbetween
Peru and Bolivia) and Azangaro, and branch 2 frlamdiso on the Pacific coast to Moquegua, Humajadkuente
Gallatini, Puno and Juliaca, which together enta2 kilometers of previously paved roads and 6@rkdters of
previously unpaved ones.

% See Inter-American Development Barfkeru — Proyecto Paso de Frontera Desaguadero (MBolivia) y
Componentes Transversales en el Marco del Progrd®aeaos de Frontera Peru — [IRSA (PE-L-100&ppuesta de
PréstampWashington, D.C., 2006

81 See CAF’s external website, which contains theofahg press releas€AF Ortogdé US$ 150 Millones al Per(
para Los Tramos 2 y 3 del Corredor Vial Interoce@miSur, October 2, 2006. An earlier press release had
mentioned a possible US$ 200 million CAF credielfior this project, see CAIGAF Ortogé US$ 260 Millones al
Peru para el Corridor Multimodal Amazonas Norte & Interocednica Suyr-ebruary 23, 2006. No information is
provided, however, with respect to the environmiesnt@ social safeguards applied to this project.

82 According to the Donors Memorandum, Inter-Ameri€evelopment BankPeru — Integrating Conservancy and
Sustainable Development in the Southern Interocedtighway Corridor (PE-M-1056/PE-T-1157) Donors
MemorandumWashington D.C., Odebrecht Association “is agté nonprofit association created by Organizacion
Odebrecht through Odebrecht PerG Ingenieria y @awtn S.A.C. and Odebrecht Perl Inversiones en
Infraestructura S.A. to promote social developntanbugh sustainable initiatives to raise the quadit life and
protect the environment” (pg. 8).
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objective of this project, according to the respectDonor's Memorandum, is “to promote
sustainable development and biodiversity consermati the area of influence of the Southern
Interoceanica Corridor, in order to improve theldquaf life for the surrounding communities
by identifying alternatives for job creation andcame generation.” The project’'s specific
objective is “to develop sustainable productioreoted ventures adapted to the potential of the
land and the population, thereby strengtheningctpacity of local communities to manage the
processes of change and development associatedthathhighway corridor.” The area of
influence of the highway corridor for purposes loéd project is defined as the zone between two
parallel lines 50 kilometers from the sections o toad between Urcos in the Department of
Cuzco and Ifapari in the Department of Madre desPwhich borders Brazil. While the 50
kilometer number is ultimately arbitrary, as theeson of the road involves a total length of 703
kilometers, the “area of influence” covered by tlusrridor, so defined, is 70,300 square
kilometers®® However, the actual indirect area of influencetioé Highway — both in its
Amazonian and Andean and coastal sections -- Withately depend on existing and new side —
especially penetration and feeder — roads andasli&ely to expand over time.

According to the Bank appraisal document, the pttgerea of influence “has one of the
world’s greatest concentrations of biodiversity,edio the good state of conservation and
diversity of ecosystems due to the altitudinal grat” and traverses the Vilcabamba-Amboré
Biodiversity Conservation Corridor in the tropidahdes, which is characterized as “one of the
world’s biodiversity hotspots®® The corridor is also home to a large number oflsfaamer
communities, with the section of the highway betmvéeambari and Ifapari also housing 30
indigenous communities, more than half of which evexportedly situated in the “project target
area.™ It is likewise an area of extensive poverty, ap@fcent of the roughly 120,000 people
living in the corridor had an estimated averageiffaimcome of just US$ 90, according to this
source, which also observed that the local pomratvas primarily engaged in “informal
subsistence activities reliant on natural resoytaeainly small-scale agriculture, logging, nut
production, fishing, and gold mining. At the timfeetBank project was appraised, the area was
already witnessing substantial immigration, dug@ant to the “attraction of informal activities,”

8 DB, Donors Memorandurrop. cit., Executive Summary, pp. 1-2.

8 Ibid., pg. 1. This Conservation corridor, more dfieally, is a 30 million hectare area extendimgrfi the
Vilcabamba mountain range in Peru to Amboré Nati®ak in central Bolivia.

& Ibid., pg. 2.
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and the Department of Madre de Dios was experignttie highest annual population growth
rate -- 3.1%, nearly twice the national averagm -all of Peru. Vehicle traffic had also grown
significantly, already exceeding projections fo020- and in some areas for 2015 -- by 2808,
and has undoubtedly increased even more now tegtaved road has been completed.

The Donors Memorandum clearly recognizes the pisiintsignificant direct and
indirect impacts the Interoceanica Highway is k&l have both on the environment and on the
resident and immigrant populations in its areandliuence. In describing the “challenges and
opportunities” associated with this major road ioy@ment, this document affirms, for example,
that:

The main problem lies in the impact that an infiasture project of the magnitude of the

Peru-Brazil Southern Interoceanic Highway Corrideaty have on an environmentally

important area recognized for its biodiversity amda population with low education

levels living at minimum subsistence levels. Therr@or may also entail adverse
indirect economic and social impacts from the roaghmtegration and presence of new
actors (mining and extraction companies, merchamd,others)....Although the zone is
protected under an environmental management sygpFotected areas, forest use
licensing), land-use management is far from entredcand many current practices are
environmentally unfriendly. The unprofitability gfroduction-oriented activities and

practices in communities surrounding the area |¢&aei% to engage in informal activities

such as illegal logging and informal mining thati@asly harm ecosystems

However, the construction of this large-scale istinacture is also a significant
opportunity for the region’s development, and cameha positive impact on the quality

of life for local populations. The first aspecthie noted, then, is the economic potential

of this infrastructure if appropriate processes amplemented to integrate local
populations into the opportunities for sustainabiievelopment that may be

generated....A second aspect concerns land managengenbntext of weak capacity of

local institutionscombined with rapid changes in land use causedheyhighway

integration. For example, rates of deforestatianiacreasing considerably as a result of

migratory flows into the region. The regions of Madle Dios, Puno, and Cuzco are

% bid. pg. 1.
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insufficiently prepared politically, institutiongll and socially to mitigate the potential

indirect adverse impacts of the improved highwayridor. At the same time, local

institutions have limited capacity to promote tlosigive socioeconomic impacts that the
highway could yield, and might unintentionally prota an informal extractive economy
generating meager profits and high environmentakbict®’

Thus, the area in which the project intervenes gexess all the aforementioned
characteristics of a natural resource rich ecobdbisensitive frontier region, while the potential
direct and, especially, indirect environmental aodial impacts of the road improvement are
expected to be similar to those outlined aboveHherother cases reviewed. The proposed Bank
project is seeking to help address some of thespadta. The corresponding Donors
Memorandum also affirmed (in a footnote) that lars@- management issues along the road
corridor were being addressed by an “Indirect Impditigation Program,” financed by CAF
with co-financing by the Peruvian Government andceted by the National Institute of Natural
Resources (INRENA). The Bank operation was desigiiedomplement this initiative by
strengthening local organizations. However, no oth®rmation is provided with respect to the
CAF-supported mitigation program, so it is not polesto comment on the adequacy of its
design or implementation. The ongoing Bank projeevertheless has components for: (i)
strengthening local governance; (ii) developingtaingble production-oriented activities; (iii)
sustainable biodiversity conservation managememd; @) monitoring, lessons learned, and
dissemination. The project coordination unit isdshe Lima, there are local project offices in
the region at two localities, and the proposed eties and disbursement period is 48 months.

In the case of the Interoceanica, in short, thekBgnants are intended to help address
some of the potential adverse environmental andalsoupacts of a major road improvement
project in the Amazonian portion of an importartemational integration corridor whose road

investments were financed by another source. Btft tee scope and scale of these impcts

87 |bid, pp. 2-3. Emphasis in the originalThe document also observes, however, that “tiera wealth of
community and civil society organizatioms/olved in environmental matters and social depeient, particularly
in the high Andes region, including producers asgmns and NGOs.”

8 See Babbitt, op. ciand Stephen L. Kasf\ssessing South America’s ‘Interoceanica” Highwislew York Law

Journal, August 28, 2009. For a more general aisabfshe sustainable development challenges fattiad?eruvian
Amazon in light of recent and planning road andeotinfrastructure investments, see Marc Dourojeafiltierto

Barandiaran, and Diego Dourojeanymazonia Peruana en 2021 - Explotacion de recursaturals e
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and the measures needed to effectively manage,tonomitigate and/or compensate for them
go way beyond what the Bank is doing at present; wasponsibility for these actions falling

primarily on the Peruvian Government, CAF, and tbad concessionaire itself. Presumably,
however, because of its involvement in biodiversipnservation and sustainable production
support activities in the most sensitive part & torridor, the Bank is — or at least should be —
carefully monitoring what is happening there, peghavith an eye to expanded support in the

future, now that the paved road is in full openatio

6. IIRSA Norte

A somewhat similar situation exists with respectthe IRSA Norte road, whose
improvement is also being financed by CAF throudbam approved in February 208@nd is
being built and will be operated by a consortiund lne same large Brazilian private
construction company. However, there is also aifstgmt difference in that, as the IDB is
providing a US$ 60 million partial credit risk Gaatee, given the possibility that it could be
converted into a loan, the Recipient bears the sasonsibility with respect to the application
of Bank environmental and social safeguard polieiest would if it were the Borrower in a
regular Bank lending operation. Thus, unlike thteaion described above with respect to the
Interoceanicd’ the Peruvian Government had to follow prevailiranB safeguard requirements
and proceduréS in addition to its own prevailing national legabligations in preparing the
IIRSA Norte project, and the Bank is also direcdgcompanying project implementation

through periodic supervision missions.

infraestructuras: Que esta passando? Que es losigrgfican para el futuroPronaturaleza — Fundacion Peruana
para la Conservacioén de la Naturaleza, Lima, 2009.

%9 See footnote 80 above.

% In this case, in the understanding of Bank staffifiar with CAF, only prevailing Peruvian enviroemtal
assessment and licensing procedures at the timdedeto be followed, as CAF's policy with respect to
environmental and social safeguards is to rely ational requirements, which are normally less cahpnsive
than those of the IDB and other multilateral bardspecially with regard to stakeholder consultatow public
disclosure, but also with regard to the circumstangnder which Strategic Environmental Assessm@&HE#s) in
addition to more traditional (and limited in scopedject-specific EIAs would be needed.

LIt should be noted, however, that as this Guaeawes approved in early 2006, this was before #rekB current
Environment and Safeguards Compliance policy wettt effect, which, while formally approved by thedd in
January of that year, only began to apply to oparatentering the pipeline starting in July 2006.
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According to the Bank’s Guarantee Proposal (GR) abproved in February 2006, the
general objective of this program is “to supporé tBovernment of Peru in implementing
infrastructure projects using innovative financargangements, through support for the [IIRSA]
Northern Amazon Hub project, by providing a guaeeantfor the government’s payment
commitments to the concessionaire,” noting furthleat the Government had granted a
concession to the private sector to rehabilitaid maintain a 960 kilometer road for a 25 year
period.®® The IDB’s Guarantee, in turn, would be for up ty&ars, being convertible into an
ordinary capital loan to the Peruvian Governmeneiéded.

Among the special contractual conditions identifiadthe Project Summary was that,
prior to first disbursement should the Guaranteedreverted into a loan: (a) the concessionaire
must have completed the works envisaged for eaesand fulfilled during the construction
stage the social and environmental commitmentdbksited in the concession agreement; and
(b) it must be demonstrated that the MTC [MinistfyTransportation and Communication] has
made progress in implementing the programs accopdiedity in the strategic environmental
assessment, including the drafting of an agreematht INRENA.?® It is also affirmed that
“should the concession be terminated early, theaguee will cover partial payment of the
corresponding annual payment for construction, iolexy the social and environmental
commitments set out in the concession agreemeirigltite construction phase were met.” It is
noteworthy, however, that no mention is made of“tperation” (i.e., post-construction) phase
of the project in these conditions, nor is therg mndication as to what, more precisely, these
“social and environmental commitments” consistedwmo would verify whether they have
indeed been met, and/or how this would be donghEtmore, only the “special condition” that
the MTC is “advancing in the implementation of {w@ority programs of the SEA” is actually
contained in the Guarantee Contract signed betwseiBank and the Government, with there
being no reference to the social and environmesdaimitments contained in the concession

agreement in this regard.

%2 |DB, Peru — Guarantee Program for the [IRS¥orthern Amazon Hub (PE-L-1010) — Guarantee Proposal,
Project Summary.

% |bid., Project summary.

% See IDB,Contrato de Garantia y Contrgarantia No. 1717/0OC-Bftre la Republica del Pert y el Banco
Interamericano de Desarrollo — Programa de Garastidamal Amazonas Norte 1IRSAly 19, 2006, Clausula
2.03, Condiciones especiales previas a los desspmhdE la garantia, pg. 8.

51



The GP justifies Bank support for IRSA Norte bysebving that “the present operation
is a strategic project in the Amazon hub, where-@ast connections between the Andean
countries (Colombia, Ecuador, Peru) and Brazil &&n promoted by completing missing
stretches of road and developing inland navigatitiralso affirms that “the Bank is supporting
those connections that have the lowest impact.ekample, in the Northern Amazon corridor
the focus is on upgrading an existing road thaddega where a waterway connection will exist in
the future, thereby promoting transportation soli consistent with the characteristics of the
region.” And it states that “the IDB guarantee céenments the facility that the CAF has
approved for the concessionaire...[which] providesaficing during the construction phase,
while the IDB guarantee provides credit enhancendening the post-construction phase” and
argues that “together, the two open up the possilmf attracting domestic and/or international
resources to the progrart”

Expected to be carried out over four years andluwvg estimated investments of nearly
US$ 220.5 million, a more specific description loé project, as presented in the IDB GP, is as
follows:

The objective of the project...is to foster economiegration between the port of Paita

on the Pacific, the city of Piura, and the rivertpf Yurimaguas on the Huallaga River,

which, in turn, connects with the Amazon River. Siill promote the establishment of
new production centers and boost intra- and irggrenal trade by lowering
transportation costs....The works consist of imprgviand rehabilitating existing
stretches of road, protecting existing works agdamaural disasters, and building and
rehabilitating bridges, by means of a PPP [Publicaf®e Partnership] arrangement.

Currently, about 90% of the corridor is paved laguires patching and resurfacing of the

top course, and paving of the last stretch. Thislwes preventive works against natural

disasters, such as culverts, bank stabilizatiooteption works, and bridge rehabilitation
and construction. The condition of the wearing seuaind banks between Tarapoto and

Yurimaguas makes that stretch the most crifital.

The GP also describes what is referred to as thejeqt risk distribution,” which is

prefaced by the statement that “the main risksaasimed by the parties, in accordance with

%IDB, Guarantee Proposal, op. cjip. 2-4.
% |bid., pg. 6. My emphasis.
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their capacity to mitigate them, bearing in mindttthis is both a long and a large project that
runs through complex areas such as the Peruviast,cb@hlands, and jungle, which have
difficult climates, high rainfall risk, and geolagil and seismic problem&”It then identifies
specific construction, operation and maintenanagnting, early termination, commercial,
natural disaster and El Nifio-related, other envirental, and macroeconomic risks, observing in
the case of the “environmental” ones that “the esswmnaire is bound under the contract to
mitigate the environmental and social risks digecissociated with both the project’s
construction phase and its operation and maintenahase® However, no specific “social”
risks are identified and, as noted above, no raterd¢o social and environmental commitments
on the part of the concessionaire -- or the Peru@Gavernment -- during the operation and
maintenance phase of the project is containeddarBdnk’s Guarantee Contract.
The GP likewise contains a section on the projéetrwironmental impact,” according to
which:
A Strategic Environmental Assessment (SEA) has lbeeducted for the corridor and its
area of influence, and the different stretches henkvidual environmental impact
assessments (EIAs). To do this (sic), the followaagions were taken: (i) review and
reformulation of environmental impact assessmefiifsreview and formulation of a
Strategic Environmental Assessment, (iii) reviewthsd design to be used as a reference
for minimizing adverse impact on the environment) greater weight given to socio-
environmental considerations when ranking biddems the competition for the
concession, (v) inclusion in the concession conhtadcrequirements to prevent and
mitigate socio-environmental impacts, and (vi) ustbn of conditions precedent to the
entry into force of the guarantee regarding conmgkawith the Bank’s environmental
and social policie&’
Seemingly overlooking the need to resurface an@ pame 10% of the road, most likely

in the “jungle” section of the corridor, the GP goen to state that “potential adverse

" Ibid., pg. 11. My emphasis.

% Ibid., pg. 13. With respect to risks associatethwatural disasters and El Nifio, in turn, the doent affirms that
“to address the risks of natural disasters, eagkes, floods, rain, fire, explosions, and othems@bphes, the
concessionaire must take out an insurance polieynagall risks for the full replacement value bétgoods and
works covered by the concession contract.”

% Ibid., pg. 26.
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environmental and social impacts of the operatiange from moderate to low because the
program involves works to rehabilitate and imprare existing roadway and recover critical
areas affected by El Nifio, and does not involvenoygeup new roads, expanding existing roads,
or building bypasses.” Affirming that “the concessicontract includes the environmental
management plans for the construction and operat@ses, as well as fines and penalties for
noncompliance during the operation phase,” withbatyever, indicating more specifically what
these consist of, it then goes on to identify pbékndirect impacts during both the
construction® and subsequent operattdhphases, as well as indirect ones, reiteratindhén t
case of the latter — and again overlooking the@etd be paved -- that:
moderate to low impacts are expected, given thattrobthe works to be undertaken
consist of building protection works and drainagstems, improving the wearing course,
and rehabilitating bridges on an existing road. Tdllmwing impacts were identified in
the SEA: (i) possible increase in the cultivatianileegal crops; (i) land use changes
from agricultural to commercial and residentiali) (possible illegal activity in forest
areas for farming activities; and (iv) possible aop on local cultural patterns and
possible migration of local inhabitants to cititsdirect impacts have been classified as
moderate to low because it was determined thatnd@enous reservations or areas
vulnerable to deforestation exist within the aréandirect influence with access by land
to the feeder road§?
The GP, however, does not elaborate on any of tipesential impacts reportedly

identified by the SEA, how likely they were, or eviadicate how the area of indirect influence

1% During the construction stage, direct impacts wespected to include: (i) soil erosion and landscap
degradation, with possible sedimentation of neavhter bodies; (ii) soil and water pollution caudsdwaste and
effluents produced in the work areas; (iii) risklafidslides and collapses in unstable areas dearth movements;
(iv) landscape degradation and contamination oemabdies due to inadequate waste and debris @ik} river
and stream bed intervention; (vi) accidental ruptaf pipes or public utility lines, and temporangerruption of
services in urban areas; (vii) generation of nogaes, and dust; (viii) traffic congestion and temgpg blocked
access to dwellings and businesses in populated;aig) dangerous driving conditions while worke ander way;
and (x) risks to workers of occupational diseasesaccidents. Ibidpp. 26-27.

101 gpecifically, (i) risk of hazardous materials kgil(ii) increased road accidents; and (iii) ineea noise and
emissions pollution. (Ibidpg. 27)

192 1hid., pg 28. My emphasis. It goes on to staté timthe La Escalera highland protection forestdted in the
area of direct influence, no problems exist ofgéeextraction of lumber or fauna, or of illegaktkaments, and
according to the analysis these problems are mma®d to arise” and that “most of the impacts ified are being
addressed by the USAID Poverty Reduction and Adigen Project, which is a comprehensive programmgpei
implemented in the area to replace illegal cropd eeduce poverty, while also providing infrastruetun the
region.”
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of the project was determined or what it includdgough all of this was given specific attention
in the SEA (see the next section). In additionimimediately seems to contradict itself with
respect to presence of indigenous peoples in thd’'scarea of influence by stating just two
paragraphs later that “there are no indigenous camires in the project's area of direct
influence, although some live in its area of indirefluence, nor are there other potentially
vulnerable communities such as Afro-descendant pgdu It also affirms that indigenous
communities were consulted during preparation & 8EA, “which identified impacts on
indigenous communities including loss of culturdéntity and inadequate land use and land
tenure, which will be moderate to low in impatt”
Finally, the GP argues that the IIRSA Norte projedi have a “significant positive
impact,” which is described predominantly in phgsiand economic terms:
The principal project benefits are that Peru’s cetitipeness will be increased, it will
integrate remote regions of the country, and il wd@ntribute to road integration with
IIRSA countries. These benefits will result frometimproved transportation conditions
for people, for national freight transport, and foreign trade. The project seeks to
reduce transportation costs and travel time, andinbprove road safety....The
improvement of transportation conditions in the tRern Amazon Hub will have a
positive impact on the value chain of Peru’s adtical and industrial sectors, and will
have a multiplier effect on other competitiveneastdrs, such as improved access of
nearby production and service centers to human rextdral resources. Road safety
conditions for users will be improved because thiecessionaire is under the obligation
to maintain the road at established service levd§ts.impact on economic growth will
contribute to the goals of the poverty reductiorategy. The project benefits urban
populations and promotes industrial and agricultdexelopment in the project’s area of
influence. It will also make it possible to bringplated areas in the area of influence of
the Huallagas and Amazon rivers into the rest ef Beruvian economy, promoting

sustainable industries such as ecotouri&m.

193 |bid., pg. 29. My emphasis. It also observes that SEA “identifies a number of development progsaimat

involve the indigenous communities” and that “impkntation of the plans will be on the agenda fer dralogue
on the environmental assessment to be held by #mk Bh Peru in 2005,” but does not further clanifipat this
means.

1% bid., pp. 30-31. My emphasis.
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However, the GP does not identify or address thenial adverse environmental and
social impacts associated with the project’s iectirole in improving access to natural resources
and promoting “industrial and agricultural develaggrhin its area of influence” or as a result of
bringing “isolated areas in the area of influené¢he Huallaga and Amazon rivers into the rest
of the Peruvian economy,” other than to mentionstaunable industries such as ecotourism.”
Thus, there is a significant mismatch or “disconhét the document between the expected
indirect economic benefits of the project and w$eptial indirect environmental and social costs
in its larger area of influence, which presumalnigiudes the “isolated areas” referred to above,
together with other areas along the road corridax whole.

In this context, the GP does mention that “an emrirental and social management plan
was agreed to for addressing the impacts [idedtibg the EIAs and SEA], which includes
actions to ensure timely and effective implemeantatof measures to prevent, mitigate, and
compensate for these impacts as a contractualatioligof the concessionaire, who must cover
the cost of same. In addition, measures to presadtmitigate the principal indirect impacts
identified were accorded priorityit observed further that:

To mitigate indirect environmental impacts, a sbara environmental management plan

was designed with the following priority, higherpact programs: (i) communication and

dissemination; (ii) institution-strengthening; Xiienvironmental monitoring; and (iv)

strengthening the control system for the traffidumber, illegal crops, and hazardous

materials. The measures the concessionaire mustttaknitigate these effects include
building police posts and providing public serviegagl communications facilities in the
corridor. This will considerably improve the contad traffic in lumber, protected flora
and fauna, hazardous materials, and illegal cr@edore the guarantee can become
effective, the MTC must sign an agreement with Netional Institute of Natural

Resources (INRENA) to ensure adequate control ef tibll booths. The overall

management of deforestation prevention progranuéepted area programs, and land use

programs will be addressed through the environnheassessment of Peru, to be

performed by the Bank in 2068

195 |bid., pp. 28-29. My emphasis.
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However, it is unclear what “the environmental asseent of Peru, to be performed by
the Bank in 2005,” in fact refers to in relation ttee “overall management of deforestation
prevention programs, protected area programs, amd lise programs” -- or even what these
programs are -- that were reportedly to be adddebgehis assessment, nor what would happen
following this exercise. It is also curious thaby fan operation that was presented to the IDB
Board in February 2006, the Guarantee Proposatsrafe future terms to an event “to be
performed by the Bank in 2005” without stating wieatthis event had, in fact, occurred, and, if
so, what its results were. It is clear, howeveat,tin the absence of well-designed and well-
implemented environmental and social managemenpestdction programs in the road’s larger
area of influence, the potential indirect enviromta¢ and social impacts of the IIRSA Norte
project cannot be effectively addressed, and cgytaiot by the road concessionaire alone.
Furthermore, based on what is stated in the GuagaRtoposal, even if the project’'s own
reported environmental and social management plares well-implemented, carefully
monitored, and properly supervised by CAF and IBi&y do not appear to do this. In short,
improved communication and dissemination, institdstrengthening, environmental
monitoring, and enhanced control systems for tagidrin lumber, illegal crops and hazardous
materials, important as they undoubtedly are, areffom sufficient to avoid, minimize or
control the potentially substantial induced develept effects and their likely adverse
environmental and social consequences associatedive [IRSA Norte road improvements in
its larger area of influence however defined, amesé potential impacts appear to have been
largely overlooked by the Bank in setting up theafantee.

7. The Pasto-Mocoa Alternate Road Project

With a US$ 53 million loan approved in December 20is is the most recent of the
major Bank-supported road improvement projects esged in this study. As such, its
implementation has only recently begun as the spmeding Bank loan just became effective in
mid-2011. However, its rationale and design bearmsesimportant similarities with earlier such
operations, including its link to IIRSA, as part thie eventual Tumaco (a port on the Pacific
coast of Colombia) to Belém do Para (a port nearntouth of the Amazon River in eastern
Brazil) intermodal road and river transport corridt is also similar to some of the earlier

operations with respect to the application of tlalBs requirement -- but now under the current
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environment and safeguards compliance policy (OB);7&pproved in January 2006 and made
effective for all new projects entering the Bankipeline as of July of that ye&f -- that an
improved EIA and parallel SEA be undertaken as pHrtproject preparation and that
environmental and indigenous peoples’ protectiomsuees be built into the project itself. It is
also noteworthy that Bank interventions were resjima for considerable improvements in the
engineering design of the new alternate road betwke cities of San Francisco and Mocoa
from an environmental standpoint. As in the caseahef Santa Cruz-Puerto Suaréz Corridor
program, moreover, these up-front environmentakssaents and road engineering design
alterations were financed by a (US$ 1.45 milliom@nB Technical Cooperation grant, approved
in November 2008°” while other aspects of project preparation wekewise funded by Bank
TCs (for US$ 145,000 and US$ 100,000, respectivedpecifically for conservation and
development in high biodiversity areas along theerahte road corridor, approved in May
20081 and to assist indigenous communities in the Sibyndalley to develop a small
enterprise to supply construction materials forrtheed, approved in October 2008.

According to the Bank Loan Proposal for the maiajgut, its objective is “to improve
the efficiency and safety of the Tumaco-Pasto-Mawoaal corridor, promoting the physical and
economic integration of southern Colombia with ¢bentry’s main production and consumption
centers, while seeking to conserve its ecosysterdgpeomote sustainable economic and social
development. With this aim, the project will fin@construction of the 45.6 km San Francisco-
Mocoa bypass road and the social and environmenitédation and compensation measures
required for execution and operation of the projétt The LP provides additional background

information with respect to this project, reaffimgi that this road “will aid international

1% See Inter-American Development BanEnvironment and Safeguards Compliance PoliGustainable
Development Department, Environment Division, Sectrategy and Policy Papers Series, Washington,,D.C
March 2006 and Inter-American Development Bamiplementation Guidelines for the Environment and
Safeguards PolicySustainable Development Department, Environmenisioin, Sector Strategy and Policy Paper
Series, Washington D.C., May 2007.

197 Inter-American Development Bankperfil de Cooperacién Tecnica — Preparacién del ghama de
Infraestructura Regional — Corredor Vial Pasto-Mac@CO-T-1038) Washington D.C., July 24, 2006.

198 |nter-American Development BaniGolombia: Conservation and Development in High Bietsity Areas —
Pasto Mocoa Road Project (CO-T-1142) Technical @Goafion Program (Trust Fund Financing) TC/FUNDS
Brief, April 2008.

199 DB, Colombia — San Francisco-Mocoa Alternate Road Quoitibn Project — Phase | (CO-L-1019)
Washington D.D., December 17, 2009, Project Sumnmyyl. My emphasis.
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transportation between Colombia and Ecuador throtingh Andean Integration H& and
facilitate the connection with Brazil through theuMimodal Amazon Hub,” both of which are
parts of IRSA™! The road is also identified in the national depetent plan for 2006-2010 as
“‘one of the complementary arterial corridors that a key contributor to the increased
competiveness and productivity of Colombia.” Therid®es further that:
The Tumaco-Pasto-Mocoa corridor has several sectiblVIAS [the National Highway
Institute, which is the project implementing agdncy paving the section between
Tumaco, Pasto (capital of the department of Nayi@md San Francisco. There are
serious traffic restrictions on the section of tbad (78 km) between San Francisco and
Mocoa (capital of Putumayo) built in the 1930s, ethhas long 4-meter wide stretches,
where only one vehicle can pass, high gradientstabie areas, constant cloudiness, and
sharp cliffs, making this one of the roads with thghest accident rate in the country.
This uncertain accessibility and connectivity hasulted in serious limitations to the
development of profitable and productive alterredgivand a primary sector that is not
very competitive, and has contributed to the h&glel of pervasive poverty in the region.
Rehabilitation of the San Francisco-Mocoa sectisimgithe same route would be very
costly and environmentally inappropriate, resultingthe need to build a 46.5 km
alternate route. The proposed route would be |ldcatéhe Amazon foothills, and 68% of
the route would cross through the Protected FdReserve of the Upper Mocoa River
Basin (RFPCARM), which is administered by Corpoaomdz (the competent
environmental authority)...The proposed route wouit some of a Camino Real used
as an overland route by the Andean and Amazonidigeénous communities since
ancestral times. While there are no indigenous conities in the area of the alternate
road, they have a close socio-cultural relationstiip the forest reserve. Because of its
environmentally sensitive location, the design v &lternate route was optimized to

minimize its environmental impacts and the constoncworks are complemented with

10 According to IDB,A New Continent..op. cit., (pg. 19) this Hub or axis “comprehendsmections (networks of
trunk roads, ports, airports and border crossimgBplivia, Colombia, Ecuador, Peru and Venezuktlacludes 11
groups of projects, many of which are related toRlanamerican Highway and the Marginal de la Selad, which
connects the Andes in Venezuela to the Amazon Basiolombia, Ecuador and Peru.”

11 My emphasis. According to Bank staff familiar witte project, however, the latter is only likelyttappen over
the long-term, as considerable (and costly) nawigaimprovements will reportedly be required ondbcivers
flowing into the larger Amazon River before thisermodal transport corridor can become an effectuadity.
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the PMASIS [The Integrated and Sustainable Enviemiad and Social Management

Plan — see below] as a project comportént.

In describing the rationale for IDB participatiothe LP states that the Bank had
approved non-reimbursable technical cooperatiorefaiions totaling close to US$ 1.7 million,
providing INVIAS with technical and financial suppdo: (i) establish a broad and integrated
process of discussion and participation with comities) indigenous populations,
nongovernmental organizations (NGOs), public ages)@nd private stakeholders; (ii) carry out
technical and social and environmental studies peginitted an assessment of the project’s
implications from an international, national, regad and local perspective, and an analysis of
the synergy with other development activities eagesl for the region, in addition to identifying
the direct impacts resulting from its constructimd operation; (iii) propose a broad impact
mitigation and compensation plan that, in additiormanaging the impacts of the works, will
enable the project to promote conservation of megicecosystems; and (iv) establish an
institutional agreement with organizations respolesior implementing that plart*?

The LP also affirms that the project would “providenefits to the users of the road
corridor and those living in the departments of if@arand Putumayo. Construction of the by-
pass road and improvement of the remaining sectadnhe Tumaco-Pasto-Mocoa corridor,
associated with completion of the rehabilitatiorrkgoon the border crossing between Colombia
and Ecuador on the San Miguel bridge and pavinthefMocoa access road to that crossing,
already being executed by INVIAS, will create a neansportation alternative that will permit
savings of nearly 13% in the cost of transportagp@n ton.” In addition, the proposed new
bypass road was expected to significantly impreaarsafety, shorten the Pasto-Mocoa-Bogota
route (from 800 to 730 kilometers), and diminishvel time accordingly “making the road
serviceable for the transportation of agricultiwabds from the two departments to the country’s
main consumption and export centers and contrigutinits socio-economic development®
Thus, project benefits would appear to be significaffecting, at a minimum, the southern
Colombian departments of Narifio and Putumayo, #ng, having an impact well beyond the
immediate area of influence of the new road sedbdre constructed.

12 pid., pp. 1-2. My emphasis.
13 bid., pg. 3.
Y4 bid., pp. 3-4.

60



The project, as designed, is also hoped to genergtficant environmental benefits.
According to the LP, its “sustainable regional gregion framework will promote conservation
of the region’s protected areas through better las®] the social and productive development of
the communities in its area of influence, and aandver the spreading of the inappropriate use
of natural resources.” The LP likewise affirms tHanding the historical isolation and
strengthening local governance under the projetitheip to improve the defense of property
rights of the region’s population.” Finally, it ciaes the proposed phasing of road construction
activities, stating that:

INVIAS has divided the construction of the altemabdad into two phases: (i) the first
phase to be financed under the present loan cd&38203 million and will permit the
alternate route to be built with a wearing surfand put in service in full operational and
safe condition; social and environmental measuesecwith this phase; and (ii) the
second phase (US$ 60 million), to be financed wibources from the Colombian
government will include the asphalt paving of titeraate road; phase Il is not part of
the present operation. The division into phaseduis to restrictions on future budget
appropriations and the high cost of the wdrks.

The project has two components: (i) civil works anspection (US$ 191.1 million, of
which the Bank loan was expected to finance 21i5%biding 20.7% of the direct construction
costs estimated at nearly US$ 176.9 mifliSn and (ii) the Integrated and Sustainable
Environmental and Social Management Plan (PMASI®) the Mocoa River Protected-
Productive Forest Reserve (RFPPRM) (US$ 11.4 millio be fully financed by the Bank loan).
According to the LP, the first component consiststtoee parts: (i) construction of 45.6
kilometers of surfaced road (Phase I), acquisitbthe right-of-way areas required to execute
the project and measures to mitigate the directaotg of these works; (ii) inspection and
supervision of these works; and (iii) project magragnt by INVIAS, including mid-term and
final evaluations. The project’'s Environment andi@bManagement Report (ESMR) reportedly

also contains “a program for management of famiiaag in the right of way in accordance

115 s

Ibid., pg. 4.
1% pid., pg. 7. These costs include direct environmentalgation of the works and land acquisition, amonigeot
items. Detailed cost figures for works, “goods,tlirding land acquisition, and consulting services @esented in
an annex to the Loan Proposal.
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with OP 7.10,” the Bank’s involuntary resettlemeuolicy.*'’ The LP likewise affirms that the
PMASIS component “adds to the project's biodiversiprotection, management, and
conservation activities in the Protected ForesteR&sin the Upper Basin of the Rio Mocoa and
the surrounding areas in compliance with Direct&® of the Environment and Safeguards
Compliance Policy (OP-703) with the result that thkernate road does not degrade or
significantly alter critical native habitats in theoject area*®

The LP then identifies the “overarching strategied”the “PMASIS programs and
projects,” more specifically: (i) environmental thruse; (i) conservation and sustainable
development; (iii) relationship of communities tonservation of the protected areas; (iv)
sustainable conservation of the alternate road; (ah@peration, monitoring and supervision.
Elsewhere, it affirms that PMASIS “should becomaazial and environmental management
instrument of INVIAS and the competent environmeraathority for the Reserve,” noting
further that, for this purpose, it had “the backafghe departmental, municipal, police, military,
and national park authorities who signed an insbihal agreement in May 2009 to support [its]
implementation, and the MAVDT [Ministry of Envirorent, Housing and Territorial
Development], which included it as part of the gations for the environmental permit for the
road.” The project document also elaborates onsiiygervision, monitoring and oversight
arrangements for PMASIS?

These precautions and the project design are léaidslfar as they go. However, the LP
could also have spelled out how eventual encroantsyand/or the unauthorized deforestation in
and/or illegal extraction of flora and fauna frohe tForest Reserve, should they occur, would be
addressed, how other environmental regulationsoamdstrictions would be enforced, and with
what consequences for offenders. More generaley Lt would have benefitted from inclusion
of one or more maps showing where the RFPPRM adll @aits component parts mentioned in

17 bid., pg. 4.

118 |bid.. pg. 5. Directive B.9 of OP-703, which wento effect in July 2006, specifically states “TBank will not
support operations that, in its opinion, signifitarconvert or degrade critical natural habitatstibat damage
critical cultural sites. Whenever feasible, Bankaficed operations and activities will be sited ands already
converted. In addition, the Bank will not suppopiecations involving the significant conversion @gdadation of
natural habitats as defined in this policy, unlg§sthere are no feasible alternatives acceptéblthe Bank; (ii)
comprehensive analysis demonstrates that overalleftt® from the operation substantially outweighe th
environmental costs; and (iii) mitigation and comgpation measures acceptable to the Bank — includisg
appropriate, minimizing habitat loss and estahtighand maintaining an ecologically similar protectrea that is
adequately funded, implemented and monitored....”

19bid., pp. 9-10.
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the text -- i.e., the existing Mocoa River Proteddi®rest Reserve, the area proposed to be added
to it, the new Protected-Productive Forest Reseave, the Mocoa Integrated Management
District (DMI), as well as the biological conseneat corridor connecting the southern extent of
the Colombia massif with northern Amazonia, alldfich have different areas -- are or will be
located in relation to the alternate road itseifatldition, while the LP affirms that “the social
and environmental sustainability guaranteed by PMASIll result in an increase in protected
areas and greater conservation of local biodiwérag well as that, “in the medium term, results
are expected to be obtained in growth in econoroitvity, diversification, and expansion of
production, improvement in protection of the rigtitway of the local population, and poverty

reduction,*?°

the project document provides insufficient infatiron as to how the broader

potential indirect environmental and social impauitshe road in its larger area of influence in
Narifio and Putumayo and, indeed, along the enastoPMocoa corridor, would be addressed,
as required under the Bank’s Environmental anddieiels Compliance Policy.

One general lesson that can be drawn from the mlesid preparation of this project — as
well as from the others briefly reviewed above er#fiore, is that Bank project documents,
especially Loan Proposals, should provide greateformation about the associated
environmental and social management arrangemectagding maps of the affected areas. In the
present case, a more detailed description of tbensecomponent of the alternate road project,
PMASIS, is presented in an annex containing tharBnmental and Social Management Report
(ESMR), but its contents should also be spelledogtreater detail in the main text of the Loan
Proposal itself* A second, and ultimately, more important lessohictv has likewise been
drawn in connection with some of the other Bankpsufed operations reviewed above, is the
need to fully align project direct and indirect g@aomic) and (environmental and social) costs in
a spatial sense. In short, the Pasto-Mocoa prdmaiment is not alone in claiming that a major
road improvement will have significant, if indirecégional (and national) economic benefits, as

the result of the reduced transport costs and ased access to rural land and other natural

120 pid., pg. 7.

21| this case, the ESMR summarizes — and, thusjges only an overview of -- the results of thréken studies,
which are also available electronically in the patjfile through the Bank’s website, but in theeca$ one of these
at least, the Regional Environmental AssessmenAjR&nly the summary of is presented and not thestudy.
Presumably, the full report or reports are avadadtl the Bank’s Public Information Center, or asteshould be if
it/they are not.
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resources that it will make possible. However, pmssassociated indirect environmental and
social costs, especially those due to induced dpwednt and cumulative impacts, are generally
not well identified or assessed. And as observéddeea this report, these benefits and costs are
rarely, if ever, quantified and compared ex-anter Noes the Bank, in its PCRs, attempt to
evaluate them, or even the direct project beneditel costs,ex-post, once the actual
implementation period and costs, which often tum @ be considerably greater than those
estimated at the time of appraisal, are knownrd[fas will be discussed in further detail in the
next section, even while, over the past decadeB#rk has required — and provided financial
and technical assistance to help — Borrowers tetakle Strategic Environmental Assessments
(SEAs) and/or improve existing EIAs in order to mdé®B requirements for major road
improvement operations in frontier areas, the tesufl these assessments, especially as regards
their potential indirect environmental and socrapacts, have not always been fully taken into

account in designing actual project environmental social management and protection plans.

E. Project Environmental and Social Assessments and Agciated

Management Plans

This section will briefly review the evolution ofi¢ Bank’s approach to environmental
and social assessment as part of the project @mtmaiprocess, as illustrated by the various road
improvement or road-related projects whose gengralapproval activities and design were
discussed above. In doing so, it will highlight bhetxamples of “good practice” and areas where
further improvement would be useful in the contefsimilar such projects, including those for
other types of large and international integratielated infrastructure investments, particularly
in frontier regions such as the multi-country AmazBasin. Relevant lessons from this

experience will also be drawn.

1. The Porto Velho-Rio Branco Road Project

As observed above, no up-front environment impasessment was undertaken for the
Porto Velho-Rio Branco road project, as this was yat a requirement either under Brazilian
law or by the IDB at the time this operation wasgared in the mid-1980s. However, to its
credit, the Bank did clearly recognize the potdiytiasignificant direct and indirect

environmental and social impacts that pavementisf $ection of the BR-364 highway could
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have, and included specific measures in the prdjeaugh what became known as the PMACI
component, to better diagnose and seek to mitithetee effects, although, as has tended to be
the case in subsequent Bank-financed road improvem@erations, “social” impacts referred
mainly to those on indigenous communities rath@ntion other potentially vulnerable low-
income populations that could also be adversehectffl by the induced development

consequences associated with the road investments.

2. Darién Sustainable Development Project
The Loan Proposal for this operation mentions anviidnmental and Social Impact
Report” (ESIR), which presumably was the resultsome kind of environmental and social
impact assessment. However, this assessparge and any associated public consultation and
disclosure process, is not described, nor doetRhprovide any detailed information about it.
This notwithstanding, at the time of appraisal, B&nk was clearly aware of the project’s
potential risks in this regard and it put forwarcpi@neering approach to environmental and
social management, including numerous relevant comapts and subcomponents, as well as the
aforementioned “Environmental and Social Sequenditagrix.” As concerned project social
and environmental risks, for example, the LP aféidn
The recommended operation implies risks of botbaoscultural and an environmental
nature. This reflects the difficulty of implemerdgimactions to supervise areas where the
demand for conservation is still very recent. Néwaess, in the technical opinion of the
project team, the risks of not proceeding with gregram are even greater. This
operation provides an opportunity to achieve imguartprogress, in terms of both
conservation and the living standards of the intaaité of Darién....The feasibility and
success of the program will depend to a large nreasn compliance with the Strategic
Plan and Environmental and Social Sequencing Matriich establishes the steps
needed to avoid the negative impacts identifiedhin Environment and Social Impact
Report (ESIR). These actions, such as demarcatintegied areas and indigenous
reservations, land surveys and title certificatiamd resolving landholding conflicts
through consensus-building conflict resolution rtegmn fora, are fundamental to the
success of the program. The sequencing approachsmiikossible to define steps that

must be met prior to bidding together with the perfance indicators and verification
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methods for each stretch of the highway or otherkwiadentified as having highly

negative impact. The matrix will be a key part lo¢ forogram operating regulations, and

will be a condition for preparing the annual opemgplans:?

However, it would have been useful had the LP mledigreater information about the
precise nature of these risks as well as with @sjpethe findings and recommendations of the
ESIR both in the form of a summary in the main tekthe document and in further detail in a
specific environmental and social management anfex.Loan Proposal, however, does present
a summary of the Environmental and Social Sequegndatrix in an annex for each of the three
project “work fronts” and the various “sub-zonesithin each one, as well as the institutional
responsibilities for carrying them out, expectedpots or outcomes, and the proposed means of
verification. But this annex is quite sketchy ahd specific timing of the numerous activities it
contains is uncled?® This annex also sought to identify both “actionsnitigate negative
impacts” and “actions with possible negative impadiut, as no further explanation is given,
this is likewise unclear. While clarifying detailmray have been provided in other project

documents, the LP itself could have provided furtheormation in this regard.

3. The Acre Sustainable Development Project

Under national law at the time this project wasppred, an environmental impact
assessment and associated environmental impact (gpown in Brazil as an EIA-RIMA) were
required for the proposed new major road improvarang the BR-364 in Acre. Initially, this
was undertaken by a consulting firm in Septemb&61®r pavement of 217.7 kilometers of this
highway between Tarauaca on the banks of the TedaRaver and Rodrigues Alves on the
banks of the Jurua Rivéf? At the Bank’s request, the State of Acre updalés dssessment for
pavement of 101.5 kilometers of the road (out & Ewger segment considered in the EIA-

122 |nter-American Development BanRanama — Darien Sustainable Development Program-@Ph6) project
document, op. cipp. 38-39. My emphasis.

123 1pid. To its credit, the LP also contains sepammeexes with the “Strategic Plan of the Dariént&nable
Development Project” which summarizes proposeditiets in each of the “work fronts” on a semestgrsbmester
basis for the expected five year implementationageras well as the project’s “logical frameworlkdroplete with
performance indicators for each of the project’smaetivities. However, exactly how the Environmedrand Social
Sequencing Matrix was expected to fit into themasvery clear.

124 STCP Engenharia de Projetos Ltda, EIA-RIMPavimentacdo da BR-396 Trecho entre Rodrigues Adves
Tarauacd Curitiba, Parana, Setembro 1996. The EIA is i fiolumes and the RIMA, which summarizes it, igin
fifth.
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RIMA) and extended it to cover the other componeoitsthe proposed Acre Sustainable
Development Project in 200%° For reasons that are not explained in the IDB a@ippl report,
however, the section of BR-364 that was eventyzdlyed under the project was further reduced
to 70.1 kilometers?® A specific study on “indigenous affairs” was alsarried out for this
project around the same time, again at the Barkjgest:*’

The EIA-RIMA for the proposed road improvement, @thicovered physical, biological,
and socio-economic aspects, was technically wetleddocusing on the potential direct and
indirect impacts during both construction and sghsat “operation” of the paved road in its
direct and indirect areas of influent?®.Altogether, the latter involved a total area of386
square kilometers, or 23.6 percent of the Statd@k. The EIA-RIMA also carried out a
diagnosis of environmental quality with and withoie proposed road improvement and
considered both its positive and negative potentiphcts. Among the potential adverse impacts
identified in the indirect area of influence of thead segment to be improved, for example,
were: (i) adverse air quality as a result of fi(es clear land for agricultural and ranching
purposes); (ii) removal of vegetative cover andaag soil, leading to erosion and soil nutrient
loss as the result of “dynamization” of the regioeeonomy; (iii) deforestation due to the need
for wood for civil works, improved access of theadb population to forest areas, and, again,
“dynamization” of the regional economy, leadingdistruction of forest reserves and even the
removal of rare species; (iv) loss of biodiversitye to increased land invasions and new rural
properties; and (v) increased pressure on renewsdiilgal resources as the result of increased
agricultural and ranching activities induced by thgorovement of access resulting from the

newly paved road?®

125 Marcelo Piedrafta Iglesiatmpactos Socio-Ambientais do Programa de Desermelio Sustentavel do Estado
de Acre (BID-BR-0313)Rio de Janeiro/Rio Branco, April-May 200In addition to the pavement of 101.5
kilometers of BR-364, the road infrastructure imprments to be undertaken that were also considertis report
included paving of 20.1 kilometers of the accessdrto the Chico Mendes Agro-extractivist settlemamt the
improvement, conservation and maintenance of 7inigters of branch roads.

126|n both cases, it is likely that alternative fumglisources were found for the additional 147.6rkéters that were
covered in the 1996 EIA-RIMA.

127 Carlos Ultramari,Programa de Desenvolvimento Sustentavel do Estaddale — Assuntos IndigenaRio
Branco, July 2001.

128 The latter included the municipalities of TarauaCéuzeiro do Sul, Rodrigues Alves, and Mancio Lifiae
road segment to be upgraded cut through the firsetof these municipalities, but the fourth was ahcluded in its
indirect area of influence because the sectioretpdved would also improve access to it.

129E|A, op. cit.,Volume 1.
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Proposed mitigation measures for these impactauded: (i) monitoring and control
(“fiscalizacad) of fires in the indirect area of influence ofethioad segment to be improved
associated with implementation of the Economic-Bginlal Zoning (EEZY° for the region; (ii)
elaboration of a master plan for occupation andored development and a specific land use
plan along the road corridor, both based on the,&#fh the objective of reducing the predatory
exploitation of flora and fauna in a way compatibi¢h the exiting human settlements along the
road; (iii) implantation of an efficient system ‘dfscaliza¢cad to combat non-authorized cutting
of timber and prevention of accidental and deliteefaies in the area of influence; (iv) allocation
of financial resources equivalent to 5 percenthef value of the road improvement project to
strengthen conservation units (and to better siracind improve management of existing ones
in particular) along the section of the road toupgraded; (v) creation of agro-forestry pdfés
along the highway to take advantage of the sudil@némber production potential; (vi)
“fiscalizacad of deforestation resulting from the “dynamizatioof the regional economy and
promotion of EEZ to order land occupation and usehe area; (vii) regularization or prohibition
of predatory hunting and fishing; (viii) preventiv&ctions by municipal governments by
identifying, keeping a cadastre and monitoring igmants in their territories to orient and

132

manage the implantation of new productive actigiti@x) installation of agro-vilas'~°< along

BR-364 as a way of orienting new occupation aldmgroad in accordance with the EEZ; and

130 Economic-ecological or agro-ecological zoninghia Brazilian Amazon region had been introducedén990s
through a number of World Bank-supported progrants @rojects, including the G-7 Rainforest Pilot gteon and
the parallel Natural Resource Management ProjectRdndonia and Mato Grosso (see John RedwootiWidyrid
Bank Approaches to the Brazilian Amazop, cit) and the Pantanal (see John Redwood llI, “Theldv@ank and
the Pantanal, in Swarts (ed.), op. d&itif were no means a panacea in terms of contrding) use, especially when
carried out primarily as technical exercises, antl also as participatory opportunities for publdueation and
stakeholder negotiation. For one assessment afxperience in the Brazilian Amazon in this regaek Dennis J.
Mahar, “Agro-ecological Zoning in Rondénia, Brazihat Are the Lessons?” in Hall (edAmazonia at the
Crossroadspp. cit.

131 Agro-forestry activities were also a widely recoemded approach to more sustainable developmertiein t
Amazon at the time. See Nigel J. Smith, “Agrofangddevelopment and Prospects in the Brazilian Amdzm
Hall (ed.),Amazonia at the Crossroadsp. cit.

132 Agro-vilas which also have a tradition in the Amazon regiating back to official “colonization” efforts algn
the Transamazon highway in the early 1970s andimdBnia (along BR-364) and Mato Grosso (along thi:alga-
Santarém highway) in the 1980s, are planned rwtilesnents established as residential and seneogers for
small farmer communities. For an empirical assessmithis approach to and experience with rurdbmiaation in
the region, see Anna Luiza Osério de Almeida aréibJoampariSustainable Settlement in the Brazilian Amazon
Oxford University Press, New York, 1995.
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(x) regularization of land tenure situation in theea’** The RIMA, in turn, affirmed the
following:

‘Dynamization’ of the economy is the principal pgos impact [of the proposed road

improvement] since...it will permit the increase efjyional production and improve the

level of income and the quality of life of the pdgion, as well as being the principal
economic justification for execution of the worksrdseen....The indirect negative
environmental effects of the ‘operation’ of the doa its area of influence of BR-364
will be produced primarily by the process of ‘dyriaation’ of the regional economy,
with one of the principal ways of minimizing theséffects being elaboration of the

Economic-Ecological Zoning of the State of Acrecasated with a regional development

program based on agro-forestry production hawigup-vilas extractive production areas

and industrial transformation, with the first phasaphasizing the processing of wood
and food products of extractive origih.

The Bank-financed Acre Sustainable Developmenteetayas designed in good measure
to help implement these environmental and soci@ibation measures together with the broader
regional development program proposed in the EIMARI also taking into account the specific
findings and recommendations of the two 2001 cdastd’ reports mentioned above. The first
of these reports noted, for example, that “for plaging of BR-364, the “sanitation” [referring
specifically to the clear definition of land tenward titles] of the lands in the area of influence,
establishment of public production forests, strbaging of surveillance units, application of
environmental norms and sanctions, and applicatfdhe mitigation plan proposed in the EIA-
RIMA will be required.” It also identified as a sificant environmental risk in the absence of
these measures, “the potential deforestation, avperiod of 25 years, of approximately 33
percent of the 100 kilometer corridor along theststn of road to be paved, or roughly 4000
square kilometers.” To avoid this, the report renmnded undertaking a territorial organization
plan for the corridor entailing 50 kilometers other side of the road section to be improved and
to strengthen thefiScalizacad of fires.

In short, the environmental assessment processiredqiy the Brazilian federal
government for the (longer) road segment to be ¢have.e., the 1996 EIA-RIMA — and,

133£|A, op. cit.,Volume lIl.
134 RIMA, op. cit My emphasis.
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subsequently, by the Bank for the broader Acre &usble Development Project as a whole
constituted a comprehensive approach to the ideatibn of potential environmental and social
impacts and the proposal of measures — the mosirtarg of which were incorporated as major
components of the project itself — to manage anihate them. By taking potential indirect —
including induced development — as well as diregtacts in the project’s broader (i.e., indirect,
as well as direct) area of influence into accotimt represents an example of good practice in

advance of project approval and implementation.

4. The Santa Cruz-Puerto Suarez Corridor Program

The Strategic Environmental Assessment (SEA) choig as part of the preparation of
this major road investment project was financecough a US$ 750,000 Bank Technical
Cooperation operation approved in December 19980#ling to the Operation Plan for this TC,
the feasibility study for the corridor, which inded the Environmental Impact Assessment
(EIA) required by the Bolivian Government and tlmaf designs for this segment of the road
had been contracted in 1997. However, the Bankigewe of these reports identified “certain
areas that needed improvement. In particular, tik ®Was based on the environmental
considerations applicable at the time the corredipgnterms of reference were prepared and
would not meet the current requirements for finagcihe Project.” Thus, additional studies
were needed “to conceive and detail a sound syrdtegsovernment and Bank actions aimed at
developing an adequate environmental managemeneWark to address the potential impacts
of the [road improvement] project and to examine dlievelopmental possibilities in the area of
influence of the Corridor*°

The SEA confirmed that the “concerns over the emrmental and social impact of the
highway were fully justified.” More specificallyt found that “the area of influence includes an
enormous forest mass, still relatively untoucheud with very valuable ecosystems, such as the

Chiquitano Dry Forest, the Chaquefio Forest...andPdrganal>® In addition, outside the large

135 Inter-American Development BanBplivia: Plan of Operations — Strategic Environr@nAssessment of the
Santa Cruz-Puerto Suarez Transportation Corridap, cit.,pg. 1.

136 The Pantanal, which lies mainly in neighboring Blrebut also includes smaller areas in both Balig@bout 10

percent of the total area of some 140,000-210,00@re kilometers) and Paraguay, is the world'sdstrgvetlands.

See, Frederick A. Swarts (ed.), op. cit.,, espaci@hapter 4, Carlos B. Aguirr&Vetlands in Bolivia: Pantanal
Preservation and Sustainable Developmept 43-53.
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area of good land within the Area of Expansidhagricultural use is limited in the rest of the
territory with high environmental vulnerability. The resulting Bank Loan Proposal confirms
that the SEA portrayed “a fragile environmental aodial situation in the area of influence of
the Santa Cruz-Puerto Suarez Corridor,” observimthér that, in environmental terms, “global
experience in the past decades with the buildinghprovement of highways in isolated regions
and with natural vegetation has had grave consegsegreater accessibility throughout the year
and the reduction of transport costs causes a ragmhnsion of the economic frontier
(agriculture, extensive cattle-ranching and logyingvhich in turn results in massive
deforestation, degradation of ecosystems and aolob&diversity.” In social terms, moreover,
the SEA described “the region’s poverty and ethamd social diversity: the majority of the
population living in urbanized areas are poor, thdigenous peoples, small farmers and
landholders that have come from other regionsMbagenonites, small landholders, day laborers,
as well as large farms and cattle ranché&he lack of land tenure security and rural poverty
turn, were seen as “the central factors contrilgutinvulnerability.” In addition, the development
that the highway will bring is going to cause cartfbetween modern production systems linked
to global markets and traditional systems of swbsce agriculture. The rise in land value and
the “permeability” of the...communities and smallrfears who (sic) will join the population
attracted by the project, will exacerbate exiswogial differentiation and private appropriation
of communal lands. Up until now, the relative isima of the region has somewhat ameliorated
these factors, but this will change when the highsamproved. The difficult access helped to
keep down pressure on the land and minimized thgaatnon ecosystems and the most
vulnerable population. The new greater accessihwitl increase land value and will extend the
economic frontier, as well as exacerbate confliated the impact on society and the
environment®

Based on the SEA, the LP also described the direpaict of road construction and

obtaining the corresponding rights of way, whichwdobe 100 meters wide along the entire

137 Although the Loan Proposal does not define whatdans by “the Area of Expansion,” it does proadeotnote

right after mentioning it that states “the rapicheersion of forests into agricultural areas wasseduby a zone
approximately 100 knto the east of the Grande River where the LowldPdgect was financed bthe World

Bank,” referring to an earlier agricultural devetognt project in the region.

138 |DB, Bolivia: Environmental and Social Protection in tBanta Cruz-Puerto Suarez Corrida. cit., pp. 7-8.
My emphasis.
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Pailon-Puerto Suarez section of the corridor, tteagiiring the purchase or expropriation of an
estimated 5,150 hectares. It was also expectedftect 17 indigenous communities, 7 farming
communities, 3 cooperatives 2 Mennonite coloniegullic institutions nearby and nearly 440
individual properties.” The report goes on to affithat, “since the highway crosses the area of
greatest human occupation, the affected universeginficant within a regional context.” Other
“socio-economic consequences” of the road improvemeoject requiring mitigation, according
to the LP on the basis of the SEA, were: (i) segmmgnof territory and interference with
productive activity; (ii) physical destruction obree communities; (iii) risk of accidents and
social problems derived from living alongside operss and workers; (iv) loss of an
advantageous position for some communities engagedchportant commercial activity; (v)
reorientation of growth for some communities; (@prientation of labor on the part of some
representatives selected by each of the indigesoosmunities; (vii) tension and conflict in
communities resulting from economic pressure, ntigmeand cultural changes; and, (viii) risk of
accidents with the frequent [road] crossing of pe@md livestock>°

According to the LP, finally, the Environmental ai@bcial Protection Project was
designed to meet the needs identified in the SE&fiqularly to “implement a series of
environmental protection measures and measurastoeregional sustainable development that
will: (i) assure that works to improve the SantaufZPuerto Suarez Corridor are carried out
within the framework of a process of regional octign that is planned and controlled and that
does not pose risks to socioeconomic relationsnatural ecosystems; (ii) assure that benefits of
agricultural development and forestry that resudhT the road works will benefit all inhabitants
of the area of influence as well as minimize anyatwe impacts on biodiversity and
environmentally fragile zones, and that rights aegl by indigenous and small-farming
communities are respected by carrying out a braadram to register and provide titles for
land; and (iii) contribute to socioeconomic develgmt in the zone of influence of the Santa
Cruz-Puerto Suérez Corridor, optimizing the useatfiral resources.” It goes on to affirm that
“all of the above requires that: (i) the preventiand compensation programs that are high
priorities in the SEA (concession of property stler land, protection of vulnerable zones, etc.)

should be in place before the works begin; andtfig Bank's future loan to improve the

1391bid., pg. 8.
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highway include conditions that link disbursememtprogress in the mitigation of the project’s
environmental impact®® However, as will be discussed in the section ormjegt
implementation and results below, in practice, typroach broke down as the two parallel
projects proceeded.

It is nevertheless important to reiterate here, natn though it was based on the findings
and recommendations of the Bank-financed SEA, #r&e&5Cruz-Puerto Suarez Environmental
and Social Protection Project did not incorpordit®@fahe management and mitigation measures
identified by this assessment reportedly becaustbudgetary constraints” on the part of the
Bolivian Government. Thus, while the SEA seems dwehbeen comprehensive and, thus, like
the case of the environmental studies required Hw Bank for the Acre Sustainable
Development Project, can be cited as an examplgooid practice, its conclusions and
recommendations were only partly reflected in th#sgquent environmental and social
protection project designed to help implement thérus, even if it had been properly
implemented, the latter cannot similarly be consdeto represent best practice in this regard.
More generally, on the assumption that all the mess proposed by the management
recommendations that emerged from the SEA weradeid to mitigate or compensate for the
likely negative environmental and social impactstlué planned road investments along the
Santa Cruz-Puerto Suarez corridor, the financiadtassociated with them can also be
considered indirect costs of the road improveméimésnselves, and, thus, should have been
taken into account in thex-anteeconomic analysis of this combined road and envmental
and social protection program, together with thetsmf those actions that were specifically
included in the two parallel Bank projects as desty Other relevant conclusions from the

respective case study rep8tiare as follows:

I. While the SEA did a good job of identifying the gotial positive and negative
direct and indirect, including induced developmeimnpacts of the proposed road
improvement project, it gave insufficient attenttonpotential cumulative impacts
of the road investment and other ongoing or propalsyelopment projects in the

140bid., pp. 10-11. My emphasis.
141 see John Redwood IlManaging the Environmental and Social Impacts oMajor IDB-Financed Road
Improvement Project in Boliviap. cit.
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road’s area of influence. Thus, while the SEA appedely focused on the larger
area of influence of the Santa Cruz-Puerto Suared corridor within Bolivia, it
does not appear to have adequately considered hall new agricultural
development and other interventions projected kelyi to take place in this
region in the years ahead, and their potentiakctile environmental and social

impacts, together with those of the road improverpen se

Nor, considering that the Santa Cruz-Puerto Sud@ad was part of a much larger
integration road corridor linking Brazil with Bola& overland, did the SEA

consider the possible indirect economic, social amdronmental impacts of the
increased international traffic (made possible bg hew road investments in
Bolivia) on the neighboring Brazilian portion ofetfiPantanal, the world’s largest
and one of its most sensitive wetlands, and elsesylin short, the possible trans-
boundary impacts of the road improvement projeat any needed additional

environmental and social management and mitigatieasures were overlooked.

Even within Bolivia, moreover, the Bank’s Loan Pospl for BO-0033 explicitly
recognized that, due to country financial constgint would not be able to
support all of the mitigation measures recommendsd the Strategic
Environmental Assessment (SEA) for the Santa CuetB Suarez road
improvement project; thus, not all of the measwassidered necessary by the
SEA were included in the project and no informatias provided as to how — or

even whether — these additional actions would bddéd and implemented.

The fact that there were considerable differencethé scope and cost of the
environmental and social management and mitigati@asures associated with
the different versions of the SEA is of particulaportance for at least two main
reasons: (i) it is essential that both the tenaloand substantive scope of the
management and mitigation measures required toessldihe likely adverse
impacts of the road project be adequately idetihead assessed and that their

associated financial costs be properly quantifiedi @rovided for; and (ii) as these
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Vi.

are, de facto, part of the indirect costs of thedronprovement project itself, the
monetary costs associated with managing, monitprirggmediating and/or
compensating for the project’'s likely direct andlirect, including induced
development-related, environmental and social ingat its area of influence
should be explicitly considered in the economiclysia of the associated road
investments in addition to the direct constructimwsts involved, in order to
determine the project’s true economic feasibility.the present case, had the
environmental and social protection and manageroestis originally estimated
by the SEA (i.e., reportedly on the order of US® @dillion), or, even those later
originally included in the considerably pared dowarsion of this management
plan (US$ 85 million), been included in the econonanalysis of the road
improvement project as a whole, its estimated odteeturn would have been
significantly lower, and perhaps, the actual vi&pibf the project as a whole

would have been in considerable question.

In any event, the relevant general lesson is tred rte include all social and
environmental costs associated with avoiding, regaycmitigating, monitoring
and otherwise managing and compensating for tleetdand indirect impacts of a
major road improvement project, together with thexpected benefits, as an
integral part of the economic analysis of the roagstmentgper se

The pertinent Bank documents and the SEA also rezed that many of the
potential adverse indirect environmental and socdrpacts of the road
improvement project would only be felt over the dorun, thus suggesting the
need for additional and/or continued environmerdgald social protection
measures beyond the implementation period of BCGB0B8wever, there is no
indication as to how — or even whether — these oreaswould be funded and

implemented.
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5. The Interoceanica and IIRSA Norte Projects

As the Bank did not finance the Amazonian portidrnthee Interoceanica Highway in
Peru, the application of IDB environmental and absafeguard polices was not required, nor
did the Bank provide financial or technical suppamt this regard. As IDB safeguard
requirements did apply to the IIRSA Norte projeat, the other hand, because the Peruvian
Government requested and the Bank later grantel§$60 million Guarantee for this project,
an SEA was carried out, although, unlike the sitmatvith respect to the Santa Cruz-Puerto
Suarez and Pasto-Mocoa (see below) road projéatees not appear to have been financed by
the Bank.

One patrticularly interesting feature of this asses# is how it defined the project’s
direct and indirect areas of influence of the IIRBArte road. First, it identified the “regions
located in the Northern Amazonas Road Corridoruliag their provinces and districts,”
considering the trunk road itself as an “integmnatomrridor.” Population density maps were also
elaborated. Then, over this political division, tBEA traced the “road network consisting both
of the project’s trunk road and its feeder roadsd timk districts, towns and villages.” The traffic
flows among each of these agglomerations and the mad were also measured to determine
distinct “transit zones.” In combination, theseatisit zones” along the entire length of the
“integration corridor” were considered to form tpeoject’'s direct area of influence and the
“‘more distant zones where trips to the integratmorridor originate or terminate” were
considered to be its indirect area of influencecdlowatersheds potentially affected by the
project were also considered to be part of its afeafluence. Elsewhere, the SEA observes that
the direct area of influence of the project incli@e“10 to 40 kilometer zone along the trunk
highway, approximately.”Field work for the SEA entailed specific visits tloe previously
defined direct and indirect areas of influencehaf toad in the three major ecological regions cut
by the road corridor: the coast, the Andean higiiamnd the Amazoff? Altogether, the SEA
estimated the direct area of influence of IIRSA t8do involve some 1,961,273 hectares and the

indirect area another 7,435,647 hectares, oryoiattotal of 93,969 square kilometéfs.

142See José Enrique Millones O., Coordinator, etBalaluacion Ambiental Estrategica (EAE) de la Opéadel
Corredor Vial Amazonas Norte en el Pert — InfornieaF;, pp. 13-14.
143 bid., pg. 56.
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This procedure in order to empirically determine firoject’s actual direct and indirect
areas of influence (which can, of course, also ghasver time) is superior — at least in an area
which has already witnessed considerable settleraedt productive occupation -- to that
apparently followed in the case of the Amazon portof the Interoceanica highway and
elsewhere in which an ultimately arbitrary distam¢e&0 kilometers on either side of the main
road was taken to define its indirect area of iafice. It is also noteworthy that, at least for
purposes of the SEA, the direct area of influerfda®road not only includes the right of way of
the trunk highway itself, but those of the secopdard/or feeder roads that lead out from it as
well. On the other hand, tlte factoimplied definition of the project’s direct areainfluence in
the Bank's Guarantee documents -- i.e., the aresx shich the concessionaire has legal
responsibility for meeting certain (undefined) stcand environmental commitments at least
during the construction phaéé-- is not as broad, as it does not also inclugeafiorementioned
feeder roads. So, there appears to be a signifaiffietence with the SEA’s definition in this
regard.

For each of the three major eco-regions (i.e., tcdaghlands, and Amazon) that the
project’s area of influence involves, the SEA thamoceeded to systematically analyze the
following biophysical aspects: climate and meteogyl including the effect of El Nifio in the
area; hydrology, including critical watersheds;unak resource conservation problems; geology
and geomorphology; soils; land use capacity; adarad use; ecology and natural habitats (or
what it refers to as “life zones”); flora; and falf®> This is followed by an assessment of
“environmental sensitivity and risks,” which condéd that just over one-third of the area of
influence is of “very high” sensitivity and anothé&d percent of “high” sensitivity, jointly
constituting nearly half of the total area consédf® The SEA also presented the results of a
socio-economic diagnosis of the entire area otigrite covering the six regions, 18 provinces,
and multiple districts that together composed thejeggt's area of influence. This analysis
covered the following topics: geographic locatiomda occupation/settlement patterns;
demographic aspects, including population dynanpogulation centers, migration, population
projections, and indigenous communities (by locgticethnic group, specific cultural

144 There is no definition of either the project'sadit or indirect area of influence in either the BarGuarantee
Proposal or its Guarantee Contract with the Peru@avernment, however.

15 SEA, op. cit. pp. 56-99.

148 |bid., pg. 100.
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characteristics, and socio-economic and culturglizations of the road axis}’ social aspects,
including health, education, and social infrastuet economic aspects, including human
resources, gross internal product and economi®isgcéconomic activities (i.e., agriculture,
ranching, mining, fisheries, forestry, industry, pe® activities, and tourism); transport
infrastructure and services (including land, partd air); and the poverty situatidf.Finally, it
synthesized the principal results of these two magsessmerit§ and examined in considerable
detail existing international agreements, includimith respect to IIRSA, Peruvian Government
policies, and national, sectoral, interregionald aaegional plans and programs of relevance to
“operation” of the Amazonas Norte road corriddt.

The SEA next proceeded with an analysis of scesddothe short (2004-08), medium
(2009-13), and long (2014-23) terms and, in doimgcensidered the situation both without the
project and two “with project” situations, whicheatabeled the “business as usual” and
“optimistic” scenarios, respectively. It then iddied specific interventions, analyzed them and
their associated environmental impacts, recommefaliedentive” or “potentializing” measures
to be adopted and identifies the agencies respengbimplementing, enforcing or complying
with them for each scenario and time period, anehrearized the resultS® In a separate
chapter, it assessed the project’'s primary and nelecyg negative and beneficial socio-
environmental impacts. “Primary” negative impadis; example, are defined as those due
“directly to the operation of the road corridor avide versathat can put its operationality at
risk.” Secondary adverse environmental impactstum, are those “that will result indirectly
from the operation of the road corridor and vicesag which do not result in the interruption of
its operationality.*®> Again, for each such impact identified, the SEAvides suggestions for
measures to address it, identifies relevant plaois;ies and programs, as well as the institutions
that should be involved. “Beneficial” impacts, arn, are identified in terms of the specific

“induced situation,” including, for example, “dynamation of the economy*®?

147 bid., pp. 113-130.

148 |bid., pp. 103-201.

149 1bid., pp. 202-209.

150 |bid., Chapter 6, pp. 210-248.
151 |bid., Chapter 7, pp. 249-301.
132 1bid., pg. 303.

133 bid., pp. 302-324.
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The potential adverse socio-environmental impasso@ated with operation of the
IIRSA Norte corridor identified by the SEA genetigancluded the following:

e increase in illegal timber extraction, contraband drug trafficking activities and
change in the hydrological cycle;

e uncontrolled and/or chaotic growth of the populateenters, affecting the urban-
rural infrastructure and land tenure;

e generation of fragile and vulnerable zones sultfetandslips and landslides;

e occurrence of the ElI Niflo phenomenon, which coulifleca the road
infrastructure, causing the interruption of veharutaffic;

e increased “transculturation” of indigenous peopled)serving further (in
contradiction to what is stated in the Bank's Guotga Proposal) that this
includes indigenous communities located in the quig direct area of
influence®**

e alteration of air quality and, consequently, insean the health problems
originating in environmental contamination;

e loss of tourism attractions, affecting landscapalityy and loss of biodiversity;

e contamination of rivers and/or water courses anid ss the result of inadequate
management of solid and liquid wastes caused byéfieit in sanitation services
and their functioning; and,

e interruption of the operation of the road corridaused by interventions by the
affected population and/or native communitis.

This is a much broader set of potential indiregatee environmental and social impacts
than are explicitly mentioned in the Bank’s GuaeanProposal for the IIRSA Norte Project or
referred to in the respective Guarantee Contrdut. SEA also identifies a set of likely positive
impacts, some of which, however, could also had&ést negative environmental and/or social

consequences, such as an increase in land valdesyprovement of the secondary road system.

154 More specifically, the SEA affirms (pg. 321): "Thedigenous communities that are located in theadiarea of
influence of the Amazonas North road corridor, sastthe Aguarunas and Kechwa Lamistas (both inNGatin),
could suffer an intensification of the ‘transcuéition’ process, due to the increment of the comrakrc
dynamization that will bring greater contact betweabese indigenous groups and the merchants, wdocid
degenerate into opposition on the part of thesenwomities to the operation of themazonas Nort®Road Corridor
(CVAN), affecting the sustainability of the roadrddor.”

55 bid., pp. 319-322.
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It concludes with a set of policies for a socioiemwmental management plan (S-EMP) --
including for indigenous communities -- in the s area of influence, followed by a
proposal for this plan itself. Among the environt@policies it identifies, for example, are: (i)
ecological organization in the Paita coastal zqngrecuperation and preservation of natural
areas in the direct area of influence of the ptoj€isi) sustainable development of the
Amazonian region in the direct area of influenceéhaf road; and (iv) management of the natural
resources in the Amazonian territory in the dir@aa of influence of the road corridor. It also
proposes territorial, transport, normative-instinal and socio-cultural policiés® In short, the
SEA recommends a broad set of land use, envirorahenanagement, and socio-cultural
policies as the basis for its proposed environnieartd social management plan for the IIRSA
Norte corridor, the vast majority of which appeahtive been overlooked — or, at best, are never
specifically mentioned — in the Bank’s GuaranteepBsal and Guarantee Contract with the
Peruvian Government.

In summary, the comprehensive S-EMP proposed byH®, as was also the case with
the Santa Cruz-Puerto Suarez Corridor Program, sdengo well beyond the scope of the
environmental and social “commitments” referrediriothe Bank’s Guarantee Proposal and
Guarantee Contract for the IIRSA Norte Projectnéged in the previous section, while the SEA
is, indeed, mentioned in these Bank documentsptitye “special condition” — or condition of
any sort — specifically associated with it is thatmust be demonstrated that the MTC [Ministry
of Transportation and Communication] has made @sgrin implementing the programs
accorded priority in the strategic environmentaseasment, including the drafting of an
agreement with INRENA.” The Bank’s documents neittlefine which of the programs in the
SEA (that, in any event, are never specificallynitfeed) were “accorded priority,” nor what
“progress in implementing” them means in practiceaddition, they do not indicate who or
what entity was supposed to make this determinadsiomake any reference to environmental
and/or social programs in which MTC is not direcihwolved. And nowhere in the Bank
documents are its own monitoring and supervisigpaasibilities in this regard — or in relation

to the project more generally — explicitly speltad.

156 1pid., pp. 325-330. The normative-institutional policiés, instance, cover: (i) legal strengthening in #nea of
influence; (ii) control of territorial occupation urban areas; (iii) control of territorial occujoatin rural areas; (iv)
efficacy of the environmental “normativity” and titutionality;”(v) environmental institutional magement at the
national, regional and local levels; and (vi) eadimental management instruments.
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Among the conclusions and lessons that can be drhawrelation to the Bank’s

experience regarding environmental and social ass&a® for the Interoceanica and IIRSA

Norte road improvements in Peri,are the following:

It is important to clearly define the respectiveredt and indirect areas of
influence of the road (and/or other major infrastiwe) project to be assessed.
The Interoceanica and IIRSA Norte projects illugtradifferent possible
approaches to this: (i) arbitrarily defining a fikeorridor of a certain width along
either side of the road (e.g., 50 kilometers in th&roceanica case); or (ii)
empirically determining an area of influence on thasis of the existing road
network (including feeder roads) and settlementhénregion through which the
trunk road passes, as was done for purposes obHAefor IIRSA Norte. The
latter approach makes particular sense in areasevthe trunk road is already in
place — or largely in place — and is being paved/l@notherwise upgraded, as
long as the area of influence so defined is swfitty flexible that it can be
extended as new feeder roads — and/or extensioegisting such roads — and
settlements are established (generally at a greleance from the trunk road)
over time. The former, however, may be more seasibt least initially, in
frontier areas where the new or improved trunk soade likely to induce
considerable new productive occupation as a relsudtither case, it is essential to
define these direct and indirect areas of influercend to clearly distinguish
between them for purposes of needed and/or reqemgdonmental and social
management plans -- from the outset and to ensatethis is evident in Bank

project documents, including legal agreements.

In the two cases reviewed immediately above, tlerem to have been two
different definitions of the road’'s direct area offluence. Bank project
documents, presumably including associated comiraghd/or concessionaire

contracts, generally seem to suggest that thetdare@a of influence of a major

157 See John Redwood lIManaging the Environmental and Social Impacts ofjdidDB-Supported Road
Improvement-Related Projects in Peop, cit.
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road such as the Interoceanica or IIRSA Norte sefér its immediate right of
way and those adjacent areas used as borrow pitgidg sites, and construction
worker camps, etc. The SEA for IIRSA Norte, howewsfines the road’s direct
area of influence by also taking into account éxgsteeder roads and settlements
in addition to the immediate right of way of thark road, then identifying more
peripheral areas, including watersheds, likelye¢affected by the improved road
over time as its indirect area of influence. Howewhile this is never made clear
in the Guarantee Proposal and Contract for lIRSAtd&Neven though both of
these documents explicitly refer to the SEA, itegus that the Bank assumed that
the direct area of influence of this road was thiegctly affected by construction
works only — i.e., those areas over which the cesiomaire would have control --

and not the broader area considered by the SEA.

It is not clear what role the Bank played in theigien to undertake an SEA, as
well as a more traditional EIA, for IIRSA Norte, thiti was the correct one. It is
also not clear whether a similar exercise was @adrout for the Amazonian
portion of the Interoceanica, although this seeess llikely, and if a strategic
assessment was not undertaken, it should have bdewever, another
consideration is that, since an SEA was, in faetfqggmed for IIRSA Norte, the
financing agencies, including the IDB as Guaransbiguld have clearly spelled
out its main findings and recommendations -- idealimmarizing them in the
main text and providing greater detail in a spedinnex in the respective project
document — as well as support the consistent dedtize implementation of the
latter during both the construction and operatibages of the project, including
through specific contractual conditions, neithewiich appears to have been the
case with the Bank’s handling of IIRSA Norte.

The Bank, of course, is entitled to disagree witlecsfic SEA — and/or EIA --
findings and recommendations based on the restdtsown independent
environmental and social analysis or review. Howewét does so, this should be

made explicit in project documents, as should dasons for such disagreement.
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The Bank should not simply overlook, misstate ostatt these findings and
recommendations, especially when it holds out tB& $and/or EIA) as part —
indeed, the analytical basis -- of its own enviremtal and social due diligence
process, as appears to have been the case wilR8% Norte Guarantee.

Another fundamental lesson, which is also embodieitie aforementioned SEA
and is fully consistent with the findings of thehet projects considered in this
review, is that Bank-supported projects that ineomajor improvements (i.e.,
construction and/or paving) of extensive trunk yaslich as the Interoceanica
and IIRSA Norte highways, whether they are padrofnternational highway link
or not, are likely to result in significant inducetbvelopment impacts, both
positive and negative. As observed at the outsehisfreport, this is especially
likely to be the case in natural resource richitalp“frontier” regions, which, at
least in the South and Central American contexg¢ also likely to house
vulnerable indigenous and other “traditional”’(e @xfractivist and/or subsistence
farmer) low-income populations. Thus, even if thremary stated objective of
such projects is to strengthen interregional orermdtional (physical and
economic) integration and competitiveness, theyatse likely to have substantial
local development impacts, both positive and nggatiin short, both by
significantly reducing transport costs to and frand greatly increasing access to
(renewable and non-renewable) natural resourcesch areas, independently of
whether this is a declared project objective or itas likely to spur new rural and
urbart>® settlement, land occupation, forest conversion, @her forms of social
and environmental change, which need to be cayedisbessed and managed.

Doing so, as the SEA for IIRSA Norte clearly inde&s will require a broad range

of social, environmental, and other measures (dagritorial and land use

18 |ndeed, often, ultimately, new settlement in fientegions over time tends to become largely cotraged in

urban areas, which also face considerable demand®gW infrastructure, services, and housing féedlias a result
of increased population pressures. For a discussiahis tendency in the Brazilian Amazon contesége John
Browder and Brian GodfreyRainforest Cities: Urbanization, Development, antbl@alization of the Brazilian
AmazonColumbia University Press, New York, 1997.
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planning, institutional capacity building, etc.) time project’s direct and indirect
areas of influence over the short, medium, anddotgrm in the form of a multi-
sectoral and multi-institutional regional sustaieatbevelopment program. This is
entirely consistent with the approach, in factetaky the Bank in its two earlier
major road-related projects in the Amazonian stditécre in Brazil, as well as
attempted in the earlier Bank projects for the @nable development of Darién
and the Santa Cruz-Puerto Suarez corridor. Howetwés, not clear that these
lessons were adequately reflected in the Bank'sr&uiee operation for IIRSA

Norte.

vii.  Finally, the Bank’s experience in Peru also retesdhe need to take cumulative
environmental and social impacts into account mjgmts involving many small
road segments, as in the Decentralized Rural Teah§sogram, jointly financed
by the IDB and the World Bank. This project, degagdn the actual location of
the rural roads whose improvement is financed, @map impact the areas of
influence of the Interoceanica and IIRSA Norte mglys. Independently of this,
however, to the extent that numerous such roadbeing upgraded in the same
specific subregions, they could well have signiftcaumulative indirect effects
that need also need to be carefully identifiedesssd and addressed even if, as
the project report affirms, the impacts of eachvimiial segment is, indeed, quite
localized and minimal. At present, this project slo®t seem to consider such
potential impacts or include measures to monitod amanage them. More
broadly, the need to take cumulative impacts ictmant also applies when other
major infrastructure and/or productive investmearts taking place in or planned

for the project’s direct and indirect areas ofuefhce.

6. The Pasto-Mocoa Alternate Road Project
As was the case of the Santa Cruz-Puerto Suaremd@orthe Bank provided financing
for the preparation of both an improved EIA andS&A for the Pasto-Mocoa road improvement

project through a Technical Cooperation operatieven though the Terms of Reference that
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were included in the Operations Plan for thisf@efer to an SEA, the actual product delivered
by the consultants was called a Regional Envirorialekssessment (REA), a change that will
be further discussed below. Approved in Novembed62aGhe TC had three components: (i)
phase IlI detailed engineering and environmentdlsocial impact studie$? (i) environmental,
social, and economic studies; and (iii) instituibstrengthening. The first component entailed
updating and complementing the engineering and &lidies for the San Francisco-Mocoa
variant to meet MAVDT's requirements, whose costsuld be covered entirely with
Government counterpart resources and which, asqu&ly observed, resulted in substantial
improvements in the final design of the new roaoimfran environmental perspective. The
second, exclusively financed by the Bank grant, thedfollowing subcomponents: (i) Strategic
Environmental Assessment (SEA) of the Pasto-Moawador; (i) Environmental and Social
Management Plan (ESMP) of the Forest Reserve ougper Mocoa River Basin, including
associated socio-cultural studies; (iii) economgasibility and baseline studies; and (iv) a
resettlement program. The third component, alsantied by the Bank grant, was to be carried
out by Conservation International (Cl), which woble specifically contracted for this purpose.
The declared objectives of the SEA, according oabsociated Operations Plan, would
be “to analyze the possible cumulative and syngcgisnpacts and the environmental
management and socio-cultural opportunities indungedhe improvement of the Pasto-Mocoa
road and to involve the principal actors in thecdssion of sustainable development
alternatives.” For this, the SEA was expected tonider the road corridor in its strategic
functions in terms of bi-oceanic connection andaasew connection axis of the region with
Bogota.™®* The ESMP for restoration and preservation of thee§t Reserve, in turn, would be
developed with “an ecosystemic focus” and was dahmgith “proposing measures and technical
specifications for the design, construction andrafen of the [San Francisco-Mocoa road]

variant with an eye toward guaranteeing the pradecbf natural resources and the forest

159 Inter-American Development Ban&plombia — Preparacién del Proyecto de InfraestanatRegional Corredor
Vial Pasto-Mocoa (CO-T-1038) — Plan de Operacigiashington D.C., November 2, 2006.

10 Further information on this EIA is presented in annex to the PO entitlederminos de Referencia —
Actualizacién y Complementacién del Estudio de ktp&mbiental de la Construccién y Operacion d¥éiante
San Francisco-Mocoa, en el Departamento de Putum@gtober 23, 2006.

181 |bid, pg. 7. Additional detail is provided in tHerms of Reference annexed to the PO — see TRBninos de
Referencia — Elaboracion de Una Evaluacion AmbikrEstrategica de la Via Pasto-Mocoa, Republica de
Colombig October 23, 2006
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reserve.**? The economic feasibility and baseline studies weqeected to “comprehend the
benefit/cost analysis of the construction and djparaof the variant, including detailed traffic
studies and the collection of the necessary datastablish a baseline with respect to the
anticipated benefits.” The feasibility study wasaaéxpected to “incorporate exogenous benefits
such as: socio-economic development as the reuligional integration; expansion of legal
crops and, as a consequence, reduction of illingsp reduction in civil violence and, its
counterpart, increased security and reduction pufation dislocation?

Among other outputs, this Technical Cooperationlted in the PMASIS component of
the alternate road project, based on the projé&stiaronmental and Social Management Report
(ESMR), which reflected some of the results of ®A. Although not summarized — and barely
mentioned -- in the Loan Proposal, the ESMR is rieeéess an important part of the project. It
states, for example, that, altogether, US$ 16 oniJlor 7.9% of the total project cost for the road
improvement, would be dedicated to environmentdl sotial management activities, including,
in addition to US$ 11.4 million for PMASIS, US$ 2nillion for land acquisition along the
right-of way, and US$ 2.5 million for the environmial management plan for road construction
works®* The ESMR also affirmed that the area likely tonbest strongly affected by the project
is the Forest Reserve (whose management needex donsiderably strengthened) and its area
of influence, although this area is not clearlynitféged. In the process, the report identified the
following types of potential environmental impacts:deforestation, (forest and habitat)
fragmentation, increased access (to natural ressyrinadequate occupation and use of land,
possible resource (especially mining) concessiernssion, water pollution, adverse effects on
flora and fauna, and inadequate governance. Locahamic, resettlement, and direct
construction impacts, as well as possible effentidigenous communities, are also cited.

The ESMR gives little attention, however, to poksiproject impacts on indigenous
communities or governance concerns beyond thetdirea of influence of the new road and the

expanded Forest Reserve, nor does it propose nesasuaddress them. A similar shortcoming

12 |bid., pg. 7. Further detail is provided in thenared ToRs entitlederminos de Referencia — Elaboracién del
Plan de Manejo Ambiental y Social para la Reserl@dstal Protectora de la Cuenca Alta del Rio Mocea el
Departamento de Putumay©October 23, 2006.

153 1pbid., pg. 7.

184 Inter-American Development Ban&olombia — Corredor Vial Pasto- Mocoa Variante Sanancisco Mocoa:
Informe de Gestiébn Ambiental y Social (IGA8gshington D.C., October 20, 2009 (hereafter ESMR).

185 |bid., pp. 11-16 provides further details about each e$éhtypes of potential impact.
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applies to many of the various types of possibldrenmental impacts mentioned above. While
this narrowing of the scope of proposed actionthéodirect area of influence of the new road
and adjoining Forest Reserve may represent a ptagmegsponse because it would be more
difficult and costly for the project to include redial and regional development interventions
that go beyond this area, this does not mean thelt $roader indirect impacts may not
ultimately be relevant or significant over time.eTtelative inattention to the possible broader
indirect effects of the new road would, thus, appede a shortcoming of the ESMR.

No specific reason is given in the Bank’s projeotuments as to why the proposed
“Strategic” Environmental Assessment became a “‘&®ei one in practice, although, as the
process evolved, the REA was considered as theoppate type of SEA for this particular
case*®® The region studied was composed of 14 contiguoussigipalities in three neighboring
departments, covering an area of 14,586 squarméitlers. While arguably focusing on the zone
of highest impact of the new alternate road to it ainder the project, even leaving aside the
possible non-Colombian parts of the eventual afeafluence of the proposed Tumaco-Pasto-
Mocoa-Puerto Asis-Belém do Paréa corrifirthe study area excluded a substantial share of its
potential Colombian portion, including both the endive Amazonian region to the east of
Mocoa and Puerto Asis and most of the corridor betwMocoa and Bogoté to the north, as well
as much of the corridor westward from the muniidpaf Narifio (just northeast of Pasto) to
Tumaco. Exactly how the study area was determimedvehy other parts of the road’s larger
potential area of influence were not considerednatteclear, however. Bank staff familiar with
the project later explained that this was mostlyikkie to the limited additional traffic expected
to be generated by the road between Mocoa and Tajrgaen that the port facilities at the latter

city are precarious and there are no plans at présexpand or upgrade them, while most of the

186 The literature on SEAs, in fact, refers to sevéypks of assessments, including both sectoralragidnal, as
well as policy or program-based ones. With respedhe latter, see, for example, Kulsum Ahmed ande&o
Sanchez-Triana (editorsgtrategic Environmental Assessments for Policieslmstrument of Good Governance,
World Bank, Washington D.C., 2008. SEAs also freglyeinclude social assessments, and, thus, aretimes
labeled SESAs, and there is even one recent caseewveh Strategic Environmental Assessment has aso b
combined with a Poverty and Social Assessment (3Ps&e World BankPakistan Strategic Environmental,
Poverty and Social Assessment of Trade and Trah§smtor Reformgiraft, Washington D.C., October 2011.

17 While it is true that, because of the additiomaieistments at and beyond Puerto Asis needed to timakivers at
the Colombian Amazonian end of the proposed intdahtransport corridor from Tumaco to Belém navigahnd,
thus, the road investment is not likely to have engact in terms of increased trade with Brazilrothe foreseeable
future, the project area is located just acrossRtimayo River from northern Ecuador and, dedeiteestrial
barriers (i.e. mountains and the river itself), otiene, the improved road have some indirect transdary
economic, environmental and/or social impacts caltfh this possibility was not considered by the REA
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additional road-based commerce in the years alselicely to be between the project region and
Bogota to the north. However, this situation woséegm to undermine one of the larger alleged
rationales for the project in terms of its eventtadilitation of greater international trade and

integration.

These considerations notwithstanding, the objeaithe REA, according to the ESMR,
was “to analyze early on the possible environmeatal socio-cultural risks and opportunities
induced at the national, departmental, and munlidgeels by the improvement of the Pasto-
Mocoa road in order to permit their discussion bgy kinstitutional actors prior to its
implementation.” The ESMR added that “the needtlier REA derives from the consideration
that construction of the alternate road shouldamy include the works and actions needed to
improve the overland communication between PastbMmcoa, but should also respond to the
direct, indirect, synergistic, and cumulative imigabhat these improvements could induce on the
environment and the population along the road dorri*®

The Action Plan to result from the REA was expedtetiave four basic components: (i)
territorial organization; (ii) sustainable regiormbdiversity management; (iii) strengthening of
indigenous communities in the Putumayo region; &wil measures to take advantage of
economic opportunities. As suggested above, howeseveral questions can be raised
concerning the adequacy of both the spatial andstlstantive scope of the REA and its
associated action plan. Based on the ESMR aloman$tance, it is not evident what actions
were proposed in the REA to address possible icdiemvironmental and social impacts
associated with the improved road connection oattié area of the proposed expanded Forest
Reservé® The extent to which possible cumulative impactulting from other regional and
local development initiatives acting together witle road improvement in the area of influence
of the Pasto-Mocoa highway (and its eastward eidan® Puerto Asis) were identified and
assessed as part of this exercise is likewise ancléne REA indicates that the geographic scope

of the study was the “physical space or area whare, direct manner, it is assumed that the

188 |pB, Colombia - IGASp. cit., pg. 94.

189 This would include the area within the proposedrated Management District (DMI) -- which is ddised in

the REA as a “buffer zone for the economic actétof Mocoa’-- both between the Reserve and Maoocyding

along the alternate road itself, and, perhaps rnmopmrtantly, between Mocoa and Puerto Asis, as aglhreas
within the Colombian Amazon region beyond the psgzbDMI — to which access will also be enhanced esult
of the improved road.
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effects of the improvement of the connection betwleasto and Mocoa will be generated.” This
space was determined “through a discussion...betteeonsultants and the staff of INVIAS
and IDB, with one of the criteria for identificatiof the study area being municipal boundaries,
such that its geographic limits correspond to theoggaphic limits of the affected
municipalities.*”® Thus, the study area refers only to those murlitigs located in the direct
area of influence of the road to be improved. Rissindirect effects on areas farther afield,
therefore, do not appear to have been considered.

The REA nonetheless recognized that this direa afanfluence is — and will continue
to be -- affected by other activities in additianthe road’* It observed, for example, that parts
of the study region have been subject to substantimigration over the past several decades
and are the location of mineral and hydrocarbomaetive activities, together with an active
agricultural frontier. Between 1985 and 2005, muoh the area was “characterized
by...fragmentation, illicit crops, expansion of thgriaultural frontier, and the growth of
urbanization,” according to this source. These diacthad resulted in “instability in the
occupation of the soil by economic activities,” wviepercussions on biodiversity conservation,
while, over the previous decade, illegal activitiseluding cocaine production, had generated
both incentives and disincentives for new settlemh&rThus, at least part of the study region —
and, consequently, of the direct area of influeotéhe San Francisco-Mocoa alternate road —
appears to have been subject to considerable cwon@ad new economic activities, both legal
and illicit, as well as to agricultural frontier gansion and rapid urbanization in recent decades.
Elsewhere, the REA states that the regional ecoriemyite “diversified,” and briefly describes
its agricultural, ranching, forestry/timber extiact mining, and hydrocarbon activities. It
likewise observes that governance in the regiorflas.”*”® This dynamic, complex, and
problematic situation does not come across clesrlyhe ESMR or other project reports,
however. Nor do these latter documents indicate bomstruction of the alternate road may

affect -- either positively or negatively -- thesetivities, the intensity and nature of the related

170 See Unién Tau Temporal Consultora Ambiental, PRTEN, Ambiental Consultore€valuacion Ambiental
Regional de la Via Pasto-Mocoa, Informe Final Ajgsi Reumen Ejecutivo EABogota, Colombia, June 16, 2008,
pg. 6.

" bid., pp. 6-7.

Y4pid., pp. 10-11, 17-18, 20, 22.

173 bid., pp. 22-23 and 25.
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land occupation and use process, any associateshtf@tfuture environmental and social
impacts, or the measures required to adequatehgssidny such impacts.

Based on its diagnosis, the REA neverthelessmarmes the “key themes” or concerns,
both positive and negative, in the study regionauride following headings:

Environment: existence of high levels of biodiversand a high number of protected
species; evidence of deterioration in surface wataurces; unsustainable forest extraction
processes; unsustainable extraction of fauna amdtimder flora; deficiencies in sanitation
infrastructure in the human settlements; and, tbg€Eosystem functionality and integrity.

Social: permanent and growing dynamic of migratitmws and forced displacement;
deficiencies in the provision of social servicesportant cultural diversity and wealth; presence
of numerous indigenous communities in the demodcaphd social dynamics of the region;
conflicts around the indigenous communities’ teriés and risk of their worsening due to the
weaknesses in property rights; erosion of the cedtitand quality of life of the indigenous
communities; low quality of life indices of the pdption; and change/deterioration of the
cultural patterns.

Economic: consolidation and growth of the presentallicit crops in the region;
historical tendency and important potential to neealirect investment in productive macro-
projects; limitations on the commercialization o€l production and difficulties to access the
formal financial system; weak local entrepreneudapacity; potential to take advantage of
endogenous and exotic products and tourism develofmeak and poorly structured economy,
principally extractive in nature; little technologpansfer to local communities; predominance of
low productivity agricultural and ranching actieisi which are limited by the soil conditions; and
incipient and poorly structured development of ragko-ranching dynamics.

Institutional: weakness and lack of coordination mdtional, regional, and local
institutions with responsibilities in the regionigtence of social and economic development
plans and instruments with low regional impact; iprent levels of inter-institutional
coordination in some parts of the area; low lewglgovernability; insecurity due to the presence
of illicit activities; and, environmental institetality with limited capacity for monitoring and
control.

Territorial: growth of spontaneous occupation oé tterritory resulting in a fragile

territorial structure; existence of deficient andadticulated territorial organization mechanisms
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without a vision of the region; land use confliaigficiencies in the structure of property rights;
growth of urbanization and the territorial develagr of population centers with deficient
supply of urban services that structure their dgwalent; the incipient ordering of the territory
on the basis of conservation criteria; a deficiaternal communication system; and insufficient
external communication infrastructuré.

In order to address these issues, the REA identifleat it refers to as “potential or latent
dynamics” for: (i) strengthening the regional sbsiaucture; (ii) institutional legitimization; ()i
strengthening territorial integration; (iv) strehghing environmental authority; and (v)
“endogenizing” the economic growth pattéff.lt then assesses the likely effects of the road
project, starting with what it calls the “drivingprces” expected to be produced by it --
specifically improved interregional, national antternational connectivity, the increment in
transport flows, and intervention in the territoryfollowed by what are characterized as the
“primary effects” that are expected to occur agsult of these forces, which are divided into
several categories: (i) territorial effects; (idomomic effects — more specifically increases of:
transport services, agricultural and ranching &es and production in the Sinundoy Valley,
regional, national, and international tourism, &reroduction for interregional, national and
international markets, and commercialization of d&xX’ products and biodiversity in the
national and international market, together wittineation of the economic repercussions of the
Pasto-Mocoa road and effects on the “disorderly¢upation of the region due to the expected
increment in economic activity; and (iii) sociafexfts — expectations and social conflicts and
intensification of the process of alteration andsloof cultural (i.e., indigenous peoples’)
“cosmovisions.” The REA also sought to identifyetihnduced and synergistic or systemic
indirect effects of the road and its cumulativeeef§ on biodiversity, with the latter being the
result of both the "primary” and the induced effeot the road together with other initiatives and
infrastructure in the regioH® The REA does not explain, however, why its analysf
cumulative impacts is restricted to biodiversithius leaving aside other potentially serious
cumulative environmental effects, such as with eespo deforestation, land degradation, and
water quality.

7 bid., pp.27-29.
75 bid., pg. 36.
78 |bid., pp. 36-38.
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In the case of each of the potential effects inidies, the REA starts with certain
assumptions. In the analysis of social effectsefample, the premise is that “the increment in
the transport flow motivated by the connection lesw Pasto-Mocoa could become an incentive
for the activation of social conflicts in the regjowith the induced effect of deterioration in
regional governability.” It likewise observed thatonstruction and operation of the San
Francisco-Mocoa road could motivate conflicts witle indigenous communities in the region,
as this could be used as a pressure mechanismgtiraeor claim rights and unsatisfied
promises” having similarly adverse effects on ragilogovernability as the aforementioned
social conflictst”” As concerns cumulative effects on biodiversitytum, it concludes that these
would be “high for the zone studied and taking iatcount the potential pressures and the high
affected biodiversity values...In other words, théeef on biodiversity will be predictably
greater than would be expected in areas of lessiele\submitted to similar pressure’® In
short, unless firm action is taken to protectibdiversity in its direct area of influence would b
at particular risk as a result of constructionredf hew road.

Despite the above statements, on balance, the R&#hes a generally upbeat conclusion
-- although it is not clear on what this optimissrbased -- to the effect that “improvement of the
Pasto-Mocoa road can, as a function of its diveegéorial, economic, social and environmental
effects, modify the state and behavior of the negicsustainability system, making it more
sustainable in the long run.” Among other thingewever, this assumes that the proposed
mitigation measures will, in fact, be fully and pesly implemented and adequately sustained
over time. The REA also observes that the roadpe&ed to have essentially positive effects in
both economic and spatial terms, including withpess to territorial integration at the regional
level, while the principal potential adverse effeatould be, as suggested above, in terms of the
road’s possible impacts on indigenous people andiweérsity’’® Hence, the proposed Action
Plan focuses on the measures considered neceesadytess these issues. As indicated above,

however, this analysis seems to overlook othervagie considerations, including potential

Y7 bid., pp. 49-51. My emphasis. This, in fact, sedmhave occurred in connection with the receguests made

both to the Colombian judiciary and the Bank’s Ipeledent Consultation and Investigation Mechani<tiM) by
two local indigenous groups, which seems to hawg-tanding land claims by these groups to pathefarea
proposed to compose the expanded Forest Resetlreiamain underlying motivating factor.

78 bid., pp. 56-57.

19 bid., pp. 57-59.
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indirect and cumulative environmental impacts ottiem on biodiversity and, more broadly,
possible indirect -- including induced developmentand cumulative impacts outside the
immediate study area. Potential adverse social ¢tsp@an local populations other than
indigenous communities, such as on pcampesinoswho may be negatively affected by other
groups attracted to the region as a result of da€e,ralso seem to be generally overlooked in this
assessment and the associated Action Plan.

Specific conclusions and lessons that can be egttdmom this experiencé® therefore,
include the following:

I.  The project’s direct and indirect area of influereéor purposes of potential direct,
indirect and cumulative environmental and socialpaet identification and
remediation — should be explicitly defined and eadéd in Bank Loan documents,
together with a clear explanation as to how theaawas determined. In the present
case, the ESMR annex does identify the “study rédior purposes of the REA, but,
for the most part, this seems to be the area liteelye directly impacted by the road
improvement project and not the larger area thay alao be indirectly affected.
Thus, the region considered does not include degtiger to the west, north, and east
of the road section to be built, paved, and/or mtise upgraded under the project,
especially along the route north to Bogota, whichynbe affected by increased
settlement, land use changes, and new or expanaetligiive activities with the
associated environmental and social impacts, irdlicgart by the project! Even
though Bank staff familiar with this operation agegthat the additional traffic likely
to be generated by the improved road is not likelpe significantly greater than that
which presently exists -- thereby implicitly catlininto question the economic
rationale for this undertaking and its feasibifitym a cost-benefit standpoint -- these

more distant zones would nevertheless seem toitdagparts of the indirect area of

180 For additional details, see John RedwoodNIanaging the Environmental and Social Impacts dfi@jor Bank-
Financed Road Improvement Project in Colombia: Hasto-Mocoa Highwayconsultant’s report to the Inter-
American Development Bank, Washington D.C., Octdiisr].

181 Specifically, these areas include the bulk of department of Narifio, which, together with the dé&pant of
Putumayo, is expected to benefit from the improngatl connection in economic terms, most of whiikidy to be
a more heavily traveled corridor between Mocoa Bodota, and most of the southern part of the Colamb
Amazon region to the east of Mocoa and Puerto Asighich physical access will also be improvedthmsy road.

93



influence of the project. Yet, possible road impnment-related impacts within them

were not considered.

While no explanation is given in Bank project doants as to why the proposed
Strategic Environmental Assessment (SEA) was suwlesely undertaken as a

Regional Environmental Assessment (REA), this nogless suggests that some
possible change in the scope and/or focus of tkéscese may have occurred in
relation to the original intention, with which thigank apparently concurred, as it
reportedly did with respect the definition of th&tudy region” for this assessment.
Under such circumstances, the Bank should clamifyx@ pertinent project documents
(e.g., the Loan Proposal for the alternate roadeptoin the present case) any
decisions that result in an apparent alterationtsoforiginal intent (and associated
environmental and social assessment study ToRs¢cedly where interpretation of

its environmental and social safeguard policieiscerned.

In addition to questions regarding the spatial scop the REA and the resulting
environmental and social management plans, these appear to have been
substantive limitations on this exercise. Potent@imulative impacts on
environmental quality, other than with respect todiversity -- for example with
respect to water quality and soil degradation -ndbappear to have been considered.
Similarly, potential social impacts seem to haverbkargely, if not totally, restricted
to possible effects on indigenous communities. iBsproject impacts on other low-
income rural populations, including tltampesinocommunities presently living in
what is proposed as the new Protection-Productamedt Reserve through which the
alternate road alignment is expected to pass, #sawelsewhere within the existing
and proposed expanded Forest Reserve and the ptbpograted Management
District (DMI) near Mocoa, for instance, also appeahave been largely overlooked.
These impacts may be of relevance, for exampleth& extent that the new
environmental protection and control measures toripdemented in connection with
the project, such as those for enhanced biodiyecsihservation, may also result in

diminished access of some local populations torabhtesources, including timber
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Vi.

and non-timber forest products and/or minerals,wdnch their livelihoods partly

depend, thereby adversely affecting their futurelihoods.

More generally, even leaving aside the areas autbiel region that is the focus of the
diagnostic studies contained in the REA, this doenis description of the present
nature of this area as a dynamic, complex, andl@mudtic active resource frontier
zone characterized by low governability suggestt th will be very difficult to
effectively manage and control the additional depeient pressures, including those
on local natural resources, likely to be inducedtly road improvement project,
together with other development interventions, esplg outside those specific areas
proposed to come under expanded and strengthengdrenental protection. Under
the circumstances described in the REA, in shard, given the “frontier” political
economy character of the area surrounding the gdfs basic conclusion that the
effects of the project will be largely positive cha questioned, even assuming that
the proposed biodiversity conservation and indigenpeoples protection measures
are fully implemented, which is itself still to beletermined, as project

implementation is just now starting to really gatiarway.

This suggests that, as in the cases of Darién marRa and Acre in the Brazilian
Amazon described above, what is required is a nwrcader adequately funded
longer-term regional development program, in whilcl road improvement is just
one component. Among other things, such a prograould include considerable
strengthening of local public sector and civil sbgi institutions, including
departmental and municipal governments and NGOsyeallsas effective land use
controls, forest, biodiversity and other environtaérmprotection measures, and the
promotion of alternative sustainable livelihoodidties for the affected populations
similar to those being supported by the Bank altrg Amazonian portion of the
Interoceanic/lIRSA Sur Highway in Peru.

Finally, this experience suggests the need to @akmilti-sectoral spatial approach to

development of the “economic corridor” formed by thwest to east Tumaco-Pasto-
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Mocoa-Puerto Asis axis as a whole — including tikely consequences of its
intersection with IIRSA’s north to south “Andeandrador -- similar to the approach
taken by the Asian Development Bank in the Grelsliekong Subregion in Southeast
Asia!® Even if the Brazilian portion of this corridor isot considered for the
moment, given that the fluvial connection with Roeksis does not appear likely to
come to fruition in the immediate future, for fuduplanning and environmental and
social assessment purposes the Colombian sectiamwasle, as well as the possible
increased commercial and other interaction withtspaf neighboring Peru and
Ecuador, should be considered. IIRSA, and the Banthrough its revitalized
participation in the tri-partite Technical Comméteto support this initiative,
including its environmental and social due diligeneas well as through its ongoing
and future Technical Cooperation and lending opmratin this part of Colombia and

adjacent areas, can and should play a major rat@smegard.

F. Project Implementation and Results

The Bank has had a number of examples of goodipeaaiith respect to the up-front
strategic environmental (and social) assessmenthef potential impacts of major road
improvement projects in natural resource frontegions that it has financed, is financing or, in
the case of IIRSA Norte in Peru, supporting throaghuarantee. It has also made substantial use
of Technical Cooperation grants as part of propgeparation in this regard and, in at least one
instance -- the Pasto-Mocoa Alternate Road Praje€olombia -- has also contributed to an
enhanced engineering design of the highway itselhfan environmental standpoint. In some
cases, such as the Santa Cruz-Puerto Suérez, INRB& and Pasto-Mocoa projects, however,
the Bank has not fully reflected the findings andnausions of these assessments or
incorporated the associated recommendations of réselting Environmental and Social
Management Plans in the corresponding Bank loguarantee operations. In addition, some of
these strategic assessments have not fully coesiddt the potential indirect and cumulative

environmental and social impacts in the respeatdael improvement projects’ larger areas of

182 See John Redwood lISpatial Approaches to Sustainable Development: Aian Development Bank’s Role
and Experience in the Greater Mekong Subregion,Ridevance for the IDB and Possible Applicationthie
Amazon Basinconsultant’s report, Washington D.C., July 2011.
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influence, including possible transboundary onesueh as on the Brazilian Pantanal in the case
of the Santa Cruz-Puerto Suarez corridor operatiavhile these areas of influence themselves
have not always been clearly or consistently define

Even more important than the comprehensivenessqgaatity of the up-front impact
assessments and the adequate translation of teeommendations into the associated
management plans and project components, such asSFMin the Pasto-Mocoa case, or
operations, like the Environmental and Social Ritide Project for the Santa Cruz-Puerto
Suarez Corridor, however, is the actual borrowaslémentation and Bank supervision of these
components and projects in practice. Thus, gooéramg-environmental and social assessment
work and proper project planning and design -- Whitcludes full provisions to anticipate and
address the potential direct, indirect, and cumedaimpacts associated with major road
improvement projects -- is a necessary, but ndicsemt, condition from the standpoint of the
ultimate effectiveness of such measures. In shdrat is most important is what happens on the
ground in advance of, in parallel to, and afterib&d improvement investments are themselves
completed. And, as the Bank has appropriately meéiced in the design and appraisal of the
various road improvement projects reviewed in his/ey, the timing and sequencing as well as
the scope and geographic location of these envieomah and social impact management and
mitigation measures in relation to the road investts is critical, especially with respect to land
use controls and their associated environmental somibl repercussions, as was painfully
learned ex-post in the Darién Sustainable DevelopiReject.

Because the Pasto-Mocoa Alternate Road Projgasigyetting underway and the Bank
is not directly financing the now completed Interanica and well-advanced IIRSA Norte
operations in Peru, the balance of this sectiohfadus on the implementation experience and
some of the results of the Bank road projects & Bhazilian Amazon, Panama, and Bolivia,
taking them again in chronological order. The obatons and some of the lessons from the two
Brazil and Panama projects are based on the respdetoject Completion and other Bank
reports, while those with respect to the Santa ®Guerto Suérez road corridor, for whose road
portion a PCR has not yet been issued and whoseoEmental and Social Protection Project is
still ongoing, are derived primarily from discusssowith Bank operational staff who are very
familiar with these operations. The critical im@orte of Bank supervision, monitoring and

evaluation of these projects will be discussedefollowing section.
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1. The Porto Velho-Rio Branco Road Project

According to the PCR® PMACI achieved most of its objectives and targ@tss was
attributed largely to the “decentralization” of prat implementation responsibilities in order to
involve the state government and local NGOs whituared midway through project execution.
Indigenous peoples’ organizations received suppstdid “management of their territory,”
indigenous health, education, productive activjtiegining and “identification of their lands,”
while local offices of the National Indigenous Pkgp Foundation (FUNAI) in Rio Branco and
Porto Velho were also strengthened. Government @@ performance with respect to
territorial organization, environmental monitorirgnd inspection, forestry extension, and
environmental education also reportedly improvemgaostic studies were undertaken with
regard to forest cover, deforestation, and othlmvamt themes; practices to recover degraded
areas through the implantation of agro-forestrytesys were encouraged, as were alternative
proposals for the use of non-timber forest produtle protected areas subprogram permitted
the creation of National Forests and gave particaiention to extractive reserves,including
physical demarcation of the Chico Mendes Resenl@chwwas legally established in early
1990%° and provided support to education, health and @oin development programs for
rubber tappers in both Acre and Ronddfa.

According to the PCR, the objectives and targetthefDefinitive Action Plan (PAD)
were maintained throughout the life of the projdmtf, with the decentralization of PMACI
starting in 1990, there was a “wide revision” oésjhic activities in four of the five subprograms
— only the territorial organization component reneal largely unchanged — in order “to integrate
and articulate them with other actions that weneamly being developed in the region.”
Pavement of the road was completed in 1992 — muma three years later than originally

anticipated (although the PCR does not give theams for this delay), but PMACI was not

183 See Inter-American Development Bank, Project Cetiph Report, for the Porto Velho-Rio Branco Road
Project, op. cit. As noted above, this report ardwered PMACI, and, thus, does not provide infofamabn the
road construction activities per se.

184 Extractive reserves are publicly owned areas luitly-standing populations who use the natural nessy such
as rubber and Brazil nuts, on a sustainable babkiesy began to be formally established as fedexgtkpted areas in
October 1985 in response to a proposal drawn ughéyNational Rubber Tappers Council in order toicand
conflicts with ranchers and other large land owrserd invaders, especially in Acre and Rondénia.

185 This extractive reserve was named in memory ofisassinated Chico Mendes. See footnote 15 above.
89pB, PCR for Porto Velho-Rio Branco Road Projegt, ait.,pp. 1-2.
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concluded until May 1995, more than ten years atter project was approved, “in virtue of
delays verified in the conception and implantatigrthe PAD.*®’ The PCR does not indicate
how long this delay was or exactly why it occurratthough it does refer to disagreements and
overlaps between some of the participating fedegahcies, as well as the previous inexperience
of IPEA (the Applied Economics Planning Institufetlve federal Ministry of Planning, that was
initially to be responsible for project coordinat)owith the implementation of development
projects, again without providing details. Thisuaiion was reportedly reverted once
responsibility for coordinating PMACI was transkirto the then federal Secretariat of the
Environment, which did not yet exist when the pcojwas approved.

The PCR concludes that the original PAD becamedigbs’ in many ways because of
the elapsed time -- nearly three years -- betweseglaboration and effective implementation and
because it had been formulated on the premisdtthratuld be executed exclusively by federal
agencies, when, in practice, it was implementedelgr by state and municipal government
entities and NGOs. As it turned out, the significarcrease in migration to the project area,
which, based on the earlier experience in Ronddrwad,been anticipated by the Bank’s appraisal
team in the mid-1980s, did not materialize for ‘&se reasons,” which the PCR does not
describe. However, this fortuitous circumstanceenteless facilitated a shift in PMACI's focus
from managing the expected population inflow torpoting sustainable development of existing
settlements, including the newly established extraceserves.

The principal unanticipated result of PMACI, acaogito the PCR, was that the project
would become “a model and example of interventiomPAmazonia, assisting and stimulating
local initiatives, with total support from the bdéceary communities, and articulating and
integrating experiences with an eye toward sustééndevelopment*®® In the process, most of
the entities that implemented specific projectsjuding the NGOs, were strengthened, leaving
them with increased capacity at the end of theggtdjo pursue their objectives and activities.
The only initially proposed actions that were natplemented were establishment of an
ecological station in Amazonas and an Environmetatected Area (APA) in Acre due to lack
of interest by the two state governments and despé efforts by PMACI’'s coordination unit,

187 bid., pp. 1 and 4. The two Bank loans were not formdthged, however, until March 1997.
¥bid., pg. 6.
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including offers of financial support and techniclidies, to encourage the respective state
environmental agencies to set up these facilities.

Lessons from this project, as drawn in the PCR thedBank seminar in 1994, were
summarized in the project design and preparatiatiose of this report above and will not be
repeated here, except to highlight the revealed fadlexibility on both the Borrower’s and the
Bank’s part during project implementation in orderadapt to changing circumstances and
unanticipated events, including with respect todirect and indirect environmental and social
impacts associated with major road improvementsisThn “adaptive management” approach is
strongly recommended in all large Bank-financedastructure projects, especially in natural
resource rich frontier regions and with respedhtar environmental and social components, as
such regions are frequently subject to rapid, figamt, and often unanticipated changes over
time. A second additional lesson refers to the etquetime required to implement both road
improvement and associated complex environmental social impact management and
development projects in such regions, even whenegrananagement responsibilities are
appropriately decentralized, as occurred duringekecution of the Porto Velho-Rio Branco
Road Project, and, in particular, of its PMACI campnt.

In all of the projects reviewed, moreover, as oamlirin the Porto Velho-Rio Branco
case, planned road improvements in tropical fromegions have taken considerably longer —
and cost considerably more — than initially antitgal by the Bank for a variety of reasons,
which will be further discussed below. As obseraddve, this has significant implications for
the actual economic rate of return on such invests) which in reality may be substantially
lower than initially estimated due both to the lgh- in some cases, considerably higher —
actual costs and longer — often much longer —eptojmplementation periods, thereby also
lengthening the time gap between when the highan tbrojected costs are incurred and the
associated benefits are perceived, when compartd (de factooverly-optimistic) appraisal
estimates. Both of these factors have a negatiy@admon the cost-benefit ratios estimated at
appraisal. Thus, in addition to a more conservaititéal cost-benefit analysis accompanied by
very elastic sensitivity analysis, the Bank shoaldo systematically evaluate the economic
feasibility of such — in fact of all -- projecwx-post using the actual observed costs and

implementation times.

100



2. The Darién Sustainable Development Project

In addition to two PCR¥° this operation was the object of a final extemaluation->°
Actual project costs turned out to be US$ 125.Tioni) representing a nearly 43 percent overrun
in relation to the appraisal estimate of US$ 88iamland a 15 percent overrun in relation to the
re-estimated total project costs (US$ 109 milliat)the time the supplementary loan was
approved in June 2007. Most of the additional cesse for the road rehabilitation component,
which consumed slightly more than half of all pabjeesources (and 56 percent of the Bank
loan), nearly doubling from an appraisal estimateU&$ 33 million to an actual cost at
completion of over US$ 63.2 million, representing @&crease of 92 percent. Project
administration and (Borrower) supervision cost® atsse by 85 percent — from US$ 6.1 million
to US$ 11.3 million — over the project implemerdatiperiod. In contrast, actual costs for the
land organization and environmental protection congmt at completion, at just over US$ 9
million, turned out to be only two-thirds the ongl appraisal estimate (US$ 13.4 million) and
final costs for the institutional strengthening auktainable production components were also
lower than initially anticipate* The project likewise took six years longer to iement than
originally expected, according to the evaluatioporé without going into detail, primarily
because of reasons associated with “annual budigeations.” Central government changes
also played a role, as the project was preparethglune administration and finished three
administrations latéf? while the project itself underwent a change inceieg agencies in
January 2005.

The evaluation report concluded, however, that “tesources invested by the State
through [the project] (US$ 125.7 million betweerf&%nd 2010) definitelhave had positive,
significant and demonstrable results and impactghenquality of life of the population of
Darién, in accordance with the objectives set out998.” In support of this assertion, it states
that the poverty indicator for Darién had decredsath 71.9% in 2003 to 52.7% in 2008 and the

189 Inter-American Development Banknforme de Terminacién de Proyecto (PCR) Progranea Rksarrollo
Sostenible de Dariéduly 30, 2009, and Inter-American Development Bdnfgrme de Terminacién de Proyecto
(PCR) Financiamento Suplementario para el ProgratadDesarrollo Sostenible de Dariéfune 23, 2011.

10 Republica de Panama, Ministerio de la Presiden€iansejo Nacional para el Desarrollo Sostenible
(CONADES),Evaluacion Externa Final del Programa de Desarraiostenible de Darién PDSD — Informe Final,
prepared by OTSCORP, SA Optima Technical Serviga3, Panama, June 2011.

91 |bid., Executive Summary, pg. vi.

192 There were changes in government in September, Ig8%ember 2004, and September 2009. The progst w
prepared and Bank financing approved in 1998 anfin&l evaluation occurred in December 2010.
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extreme poverty indicator in the province had falfeom 50.1% in 1997 to 21.2% in 2008. In
addition, the Human Development Index (HDI) for #@emarca and Province of Darién had
improved by 18.6% and 16.7% respectively betweefi12@nd 2007, compared with an
improvement of 5.4% for Panama as a whole overgbisod. According to the report, these
improvements “were due in good measure to the tmests in basic services and to the
increased economic activity generated by the pawmemiethe Pan American Highway, as had
been expected*

The project undoubtedly contributed to these imprognts. However, the evaluation
report itself does not provide sufficient evidemagrove that the observed reduction in poverty
levels and improvement in the HDI in the provinagidg the years considered were, in fact,
primarily the result of project-financed basic seeg, nor does it demonstrate the extent to
which increased economic activity was actuallyrésult of pavement of the road, as opposed to
other, non-project, including favorable macroecompnfactors, or, more likely, some
combination of the two. This would require a moystematic assessment of the links between
specific project investments and induced econoneiivity in the province and its internal
distributional/poverty impact, as well as with respto specific project investments in basic
services and the presumed improvement in the iddatisocial indicators that compose the HDI,
among other analyses that were not undertakenra®fpthis evaluation. Nor does it take into
account other investments and interventions by tiegtpublic and private sectors that may have
contributed to these positive changes in povenglieand the HDI values for Darién over the
course of the project period.

Thus, there is a serious “attribution” problem wiliese assertions — i.e., the extent to
which the improvements in poverty levels and thel ld&n actually be attributed to the actions
taken under the project, as compared with other, (hon-project) factors and interventions,
cannot be readily determined. The report does wbsehowever, that “despite these
accomplishments, Darién and the [indigenat@harcasare still among the poorest regions in
Panama.” And it states that, “[while the projeltis demonstrated the feasibility of achieving
significant impacts in a region...it is necessarygontinue these efforts.” More significantly —

and also more worrisome -- from a sustainable dgweéent perspective, it affirms that project

193bid., pg. vii, emphasis in the original.
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achievements with respect to the protection anthsable use of natural resources were “less
impressive.”

Nor was it possible to conclude that “the agric@tdrontier had stabilized” since “cattle
ranching has had a rate of increase 10 times hitjla@rthe average for the country and the area
in pastures has increased above the area considpgpedpriate for this use; land conflicts have
grown; the tendency for intervention in protectedaa has improved slightly but some of them
have decreased in area and others...are no longeegbed areas;’ the land titling has been a
success as a judicial instrument but its social @@whomic impact is questionable, as the small
land occupiers have not been converted into owaegsfarmers as was expected and an intense
land speculation process has been generated.” Vidleagion report goes on to add that “at the
actual land prices along the Pan American Highveayall-scale agriculture is not financially
viable” and “land prices have increased more tfvam times in relation to 1998 % Thus, it
would appear that one significant direct impacpaving the road — which should not have been
unexpected by the Bank given its earlier experiemcéAcre, where this was specifically
identified as a project risk -- was to increasallprices in its immediate area of influence and, in
all likelihood, drive out rather than help to coldate the settlement of existing low-income
rural inhabitants.

The evaluation nonetheless concluded that the giroj@de “important progress with
respect to its general objectives, especially iprowing the welfare of Darién’s population, but
it did not achieve its full potential.” These stommings, according to the report, were due in
good measure to three factors: (i) some objectiwese not feasible or realistic; (ii) the
complexity of the implementation scheme and govemnmanagement; and (iii) to a lesser
extent, the performance of the Executing unit. Wabard to the first factor, it noted that the
objectives of the sustainable production supporhmanent were “very difficult” to achieve
because they depended to a large degree on nasignalltural sector policies that limited the
financial feasibility of sustainable productionthre province, while the “social objectives” with
respect to land titling were not realistic to theeat that it was expected that the beneficiaries
would then dedicate themselves to stabilizing te&uration as small farmers instead of selling

their lands and that adequate regularization ofaektve activities based on the regional

% bid., pp. vii-viii.
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economy (such as forestry and fishing) was notleiabthe prevailing political and institutional
context.

As concerned the second factor, application ofowarinstruments considered essential in
project design, such as the land use management gld the environmental and social
sequencing of project interventions, among othehich sought to strengthen integration among
project components and subcomponents and to gogdspatial and temporal implementation of
project activities, in practice proved not to wavkll in the “centralized structure of the public
sector.” And, in the case of the third factor, tR€U was unable to overcome the
aforementioned obstacles to better inter-instihdlo coordination, which was considered
“critical” for overall project success> A summary of the results of the more specific eatibn
of each of the project’s major components is comiin the respective case study reportn
partial synthesis, according to the evaluation repo

Pavement of the Pan American Highway...has fully exbd the expected results and

impacts, even though at a greater cost than pegjediie to the implementation problems.

For the rest of the [transport] subcomponents §paitports, and other roads) the results

and impacts are not evident...The access roads abalgy stimulating land occupation

without improving agricultural production...The lowéransport cost for the forestry

sector has encouraged [timber] exploitation in lassessible areas, but precisely to
mitigate this impact the components for land manesge and institutional strengthening

of ANAM [the National Environmental Agency] wererfoulated. On the other hand, the
paving of the Pan American Highway, together wihd titling, have contributed to the

increase in land prices along the road and to tineet process of land speculation and
tenure concentration, for which the regulatory rees have been wea¥.

Other important, more general, conclusions of thaluation with respect to project
results and impacts and its effect on recent deweémt trends in Darién were:

e The dynamics generated in the commerce of landdareet effect of the road and the

process of land cadastre and titling are creatirggdonditions for the agricultural

195 |bid. pg. 4. My translation.

1% See John Redwood lIManaging the Environmental and Social Impacts oflajor Bank-Financed Road
Improvement Project in Panamap. cit.

197 Republica de Panam&yaluacién Externa Final del Programa de Desarroimstenible de Darién PDSD —
Informe Final,op. cit.,pp. 51-52. My emphasis.
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frontier, in this case the cattle frontier, to dooe to expand. This tendency is
explained as part of a slow but irreversible prece$ soil degradation: in the
production zones denominated for sustainable dpwsot by the Land Use
Management Plan, the cadastre and titling incezgtvicattle raising activity, in clear
conflict with the land use capacity. The underm#tion of zones apt for pastures still
exists while those that have the aptitude for isitem agriculture, forest uses, and

permanent crops are being dedicated to grazing.

There is partial evidence concerning the intenaemtiin the Protected

Areas....Information limitations do not permit a algacture of the status of all the
protected areas in the province, but that availalhelicates the persistence of
processes that not only obey the expansion ofdhiewdtural subsistence frontier but
also the sale of properties for the purpose ofrestte cultivation.

In the opinion of residents of the province, théodestation process has not stopped,
the weakness of ANAM continues to be one of thdofacthat contribute to the
uncontrolled extraction of timber and the most nederest policy has not had any
effect because it did not address problems thatbeseh repeatedly identified. The
province of Darién lost forest at 1.6 times theioratl average between 1992 and
2000...For the 2001-2008 period, this tendencydoasinued in the areas outside the

[indigenous]Comarcasand Darién National Park.

In summary, although the first point is not fullybstantiated analytically, it can be
concluded that: (i) the program met its objectifeiroproving the welfare of the
population of Darién with respect to the nationsrages even though it continues to
be among the poorest regions in the country; apaviih respect to the objective of
protection and sustainable use of the natural respin particular stabilization of the
expansion of the agricultural frontier, the exmtin of coastal and marine
resources, the intervention in protected areastlamdendency for deforestation, the
achievements have been modest, the expected ztdibifi has not occurred even

though the tendency for deterioration has been cestlin some cases, and the
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impacts of land titling have not been those thatglogram hoped for with respect to
the sustainable use of natural resources. Theqtrdjd not achieve all its potential
and would have had more significant impacts if adhhad better implementation
results and had complied with the conditions stifed in the logical framework®
Among the conclusions and lessons that can berdfaeom this experience are the
following:

I.  The project took an innovative approach to antibigeand attempting to address the
potential adverse impacts of a major road improvermvestment by incorporating it
in a broader multi-sectoral regional developmergrapon, which ambitiously sought
at the same time to boost economic developmermyiate rural poverty, and protect
biodiversity and other renewable natural resourddse request for supplemental
financing later observed, however, that it wouldvéndoeen better if the Bank had
supported this program through a multi-phase seprojects with the first one
seeking to implement the preconditions in terms eofvironmental and social
protection, including the necessary institutionalersgthening, and the second
financing pavement of the highway and other inftagtire improvements, once
essential land use controls and other environmeamigisocial management measures

were firmly in place.

ii.  Perhaps the most important general lesson of thieg experience, however, is that
no matter how well a complex operation such aspiesent one is designed and
prepared, what ultimately matters is how — and kel -- it is implemented. As a
corollary to this, it is necessary both to underdtavell the political-economic and
institutional context and dynamics in which thejpod will be carried out and to be
able to react quickly and adapt effectively wherantitipated events and impacts

occur.

iii.  As noted above, complex projects like this one, amdn simpler operations in

challenging environments such as Darién, can —fl@wgiently do -- take far longer

198 bid., pg. 75. My emphasis.
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and cost substantially more to implement than ahiti anticipated. However, the
combination of a multi-faceted project in a compénd dynamic environment will
almost certainly experience both implementatiorageland cost overruns, for which
governments and international financing agencieb sis the Bank must be prepared
in advance. Implementation delays are also padibulikely to occur — as was the
case with the present project — when more than paBonal government
administration (often involving different politicglarties and priorities) is involved.
As also observed above, such unanticipated delags cdsts have significant
(negative) implications for the ultimate economiability of such investments and,

thus, should always be reassessed upon projectiebomp

Unexpected — even it anticipatable — adverse inspattmajor road improvement
investments — such as the rapid rise in rural haddes and prices, significant land
use changes, and increasing land concentratiohein @areas of influence, as in the
present case — can “derail” other project effoot@thieve strategic objectives, such
as “stabilizing the agricultural frontier,” “fixifgsmall farmers to the land, and
protecting areas that are rich in biodiversityeoftvith perverse environmental and/or

social consequences.

More generally, as all of the projects reviewedthis survey have demonstrated,
major road improvements in less developed agricalltand natural resource frontier
regions are likely to have significant direct amdlirect environmental and social
impacts in their direct and indirect areas of iaflae. These impacts need to be
anticipated and assessed up-front to the extergiljesand appropriate plans to
avoid, minimize, mitigate and/or compensate fontheeed to be carefully developed
and properly implemented. Implementation of manyhef necessary environmental
and social management and protection measures rteedake place prior to
undertaking the road improvements per se. Contiplland ownership, tenure and
use and protecting biodiversity and indigenous paipans and other vulnerable
social groups (e.g., Afro-descendants, small stébwie farmers, etc.) in the

immediate and more remote areas of influence optbposed road improvement will
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be particularly important in this regard and shohkl a priority in the associated

environmental and social management plans.

vi. In view of the above considerations, the multi-ghapproach recommended in the
Bank’s loan document for additional financing fbetDarién would clearly appear to
be the most sensible way to proceed — i.e. to enshat the required land
management and other safeguard measures are finnplace in advance of any
major road improvement. This is also important lbeeaphysical investments, such
as the construction or upgrading of transport siftecture, especially major roads,
while perhaps challenging from an engineering gtaind, nevertheless tend to be
easier to implement — and generally also count mitlth stronger local and national
political support — than “softer” and politicallyare difficult interventions such as
land use planning, regulation, and control, suppmbro-poor productive activities,
and environmental and social protection and managemeasures more generally,
especially those involving global public goods swash biodiversity or vulnerable
ethnic and other minorities who also tend to be ragnthe poorest local residents.
This clearly occurred in the case of the World Béinenced Polonoroeste program
in the 1980s when pavement of the BR-364 betwedaab@uand Porto Velho was
implemented much more rapidly than other programmpmnents, including both
those for agricultural development and for envirenial and social protectidi’ and
also happened but, fortunately with far less disast environmental and social
conseqguences, in the case of the Porto Velho-Raadr road project financed by the
IDB and, as will be shown further below, in the Bdmanced Santa Cruz-Puerto

Suarez Corridor Program in Bolivia.

vii.  Multi-sectoral regional development projects likketpresent one need to be
supported by appropriate national and sectoralcisli And mechanisms to
adequately direct and coordinate multiple publgtitntions in different sectors and at

199 5ee John Redwood INVorld Bank Approaches to the Environment in Braxil, cit.
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different levels of government need to be in plaoe need to function effectively

throughout project implementation.

viii. A number of important “loose ends” and “unfinishédsiness” from the now
completed project remain to be addressed in Darghich continues to be
comparatively poor and to suffer from insufficigotbtection of its rich biodiversity
and inadequate support to its vulnerable indigeramasother low-income inhabitants
in both rural and urban areas, which are still ungartly improved road-induced)
pressure from other economic and social forceshbnt, the sustainable development
challenge still remains and may, in fact, have bezceven more difficult and
complex now that the paved Pan American Highwainiplace at least part way
through the province. The Bank should, thus, seadontinue to help the national and
local governments in the province, in close comsigdh and collaboration with the
affected communities, to move forward in its effoid achieve environmentally and

socially sustainable development.

Finally, such continued support will be even mampaortant should the Pan American Highway
eventually be extended further to the east andhspassing through what is known as the
“Darién Gap” all the way to the border with Colompivhich would thus connect North, Central,
and South America by road, and even further enhamce exacerbate the road’s direct and
indirect economic, environmental, and social impacthe province. This sparsely inhabited

area, moreover, is even more sensitive from bdtiodiversity and a socio-cultural standpoint.

3. The Acre Sustainable Development Program
Implementation of this project took four years lenthan originally anticipatetf° It also
cost considerably more than originally anticipateee to a significant increase in road paving
costs, which more than doubled from an estimate#l B&4 million to US$ 76.7 million. This
increment was financed in part through reallocabb®Bank loan funds from other components

and subcomponents of the project and, to an evesitegr extent, with an injection of additional

20 Inter-American Development BanlRelatério de Término de Projeto — Programa de Deskimento
Sustentavel do Acr®rasilia, October 29, 2010.
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resources from the Brazilian Federal Government®a@h Acceleration Program (PAC), which
was launched in 2007. The cost increases are wtdblargely to delays in the initial
procurement of works for the road pavement, whichturn, were apparently due primarily to
the fact that the final design studies revealedrtbed to bring all of the basic construction
materials to the project area by river from Man&ogether with “the much more stringent
construction requirements in an area in Amazonaaithflooded during half of the yea* The
difficulties involved in paving a road segment toatssed several rivers were also a significant
factor, although these difficulties should haverbéareseen at the time of appraisal. Start-up
delays were also reportedly caused in part by astamt rotation” of staff in the State’s project
team.

The project likewise faced a challenge in promotegtrepreneurism, “initially in
demonstrating to small farmers and ranchers theitapce of adding value to their products and
because, in some local agencies, some of the tadlsiaff with a very traditional profile lacked
relevant experience in business promotion.” Theas ®lso limited demand at first for business
promotion services and this activity was reportegilyen lower priority by the implementing
unit, which, additionally, faced difficulties in e@@mpanying some project objectives and
indicators because the state lacked a specificcggsith the responsibility to do so, while some
initial targets were over-dimensioned. Finally, angdhe factors that negatively affected project
implementation, there was an increase in the imadef forest burning in the state in 2005 due
to the longest drought period in 30 years, whicls waacerbated by local slash-and-burn land
clearing practices that increased the number e$ fivell beyond the capacity of firefighters and
the pertinent state agencies to control them.

These delays and problems notwithstanding, the R@Bes project outcomes to have
been largely “satisfactory” and, as previously obed, attributed much of the operation’s
success to its “methodology...whose key was thetlsttiespected sequencing of interventions,”
and the existence of strong political commitment the part of the state and municipal
government$®® Robust growth of the national economy starting2®05, “which favored

increased incomes of project beneficiaries and measible the availability of additional

21 1pid., pg. 14. The PCR suggests that somehow these centireg had been overlooked in the preliminary aesig
studies for the road section to be paved upon wihiehnitial cost estimates were based.
2pid., pg. 13. My emphasis.
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federal resources through the aforementioned PACatowed the project to mobilize a much
higher level of counterpart funds than initiallytiaipated,” was also cited as an important
contributing factor. As concerned potential risks the sustainability of project outcomes,
however, the PCR observes that, while “the stroegdeéncy of cattle ranchers to curb
deforestation, in many cases, incorporating newsfioy activities in a farming-ranching-forestry
system, has contributed significantly to the returcin deforestation,” any change in this pattern
could lead to a reversal in this regafd.

The PCR does not specifically report on the impletaigon and results of the project’s
environmental and social monitoring and mitigatiomeasures taken in connection with
pavement of the additional 70 kilometers of the B road, but a “final evaluation” of the
project carried out by a consulting firm in 2008-@portedly included an assessment of the
social and environmental impacts of the works arttbas implemented under the project and
how they were managélft However, there is nothing specific in the projiiess in this regard,
and the Bank’s office in Brasilia has not been ablecate any written output from the firm that
specifically assesses the project's environmentad aocial impacts and how they were
addressed. The head of the firm that carried catetraluation nonetheless affirmed verbally to
the Bank’s Brasilia-based team leader that itsssssent as to how project environmental and
social impacts were handled was positive and enipddghat the key innovation consisted of
the two UGAIs (“Management Units”) that were setatpeither end of the road segment to be
paved as part of the social and environmental ptiot@ measures. Even during the construction
years, when these inspection posts were operatasmtihad to be vigilant not only with respect
to deforestation and forest fires, but also theedirimpact of 600 workers near poor and
indigenous communities, where specific risks hadnbiglentified for prostitution and disease
transmission, the UGAIs apparently functioned dfiety and not a single incident was
reportedly detected. Even though the PCR itsellsduoa& provide specific information in this
regard, it does register many of the other prajetputs and outcomé®>

Finally, the PCR highlighted several importanstass, some of which have already been

touched on above, including: (i) applying the cqutoef environmental sustainability in all the

203 [|ai
Ibid., pg. 15.
2Tellus Consultoria SAPrograma de Desenvolvimento Sustentavel do Acrelatd®io de Avaliacdo FinalRio
Branco, December 2009.
25 These results are summarized in the table on @d@sof the PCR and will not be repeated here.
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actions of the Program, with participation of aliet affected stakeholders, demonstrated
definitively that, even in Amazonia, it is possilite invest in transport infrastructure without
increasing deforestation; (ii) the key to the cheang behavior of producers and residents in a
rural area in this region is to demonstrate theioseconomic advantages of sustainable
production at the same time that [environmentalhitewing and control continu€? (iii) before
making a decision to finance a Program of this matuind to begin the process described above,
it is necessary to demonstrate the existence afla degree of political commitment; (iv) an
undertaking as ambitious and innovative as thegmtesne could not be implemented in a period
of four years as originally anticipated; (v) prelvary road engineering design studies are
insufficient in the challenging context of Amazémidnich requires final studies; and (vi) the
Results Framework of the project should not contssociated targets in the absence of a
concrete baseline and well-defined indicators fhiciv data can be easily obtairf@d.

4. The Santa Cruz-Puerto Suarez Road Corridor

The road improvement project in the Santa Cruz#8uguarez Corridor (B0-0036) has
recently been completed, but a PCR had not yet sered as of December 2011, while the
Environmental and Social Protection Project (BO3)O03 still under implementation. So, it is
not yet possible to speak of definitive resultfientthan that the road improvements financed by
the Bank have now been finished and this also appede the case with respect to the sections
whose pavement was financed by CAF and the EG fiossible, however, to describe the
complex and problematic implementation experierfictn® two Bank projects as it has evolved
to date, based on discussions with Bank staff thiraovolved in the supervision of BO-0033.

Both external observers and recent Bank supervisiossions have pointed out

significant problems with implementation of the &arCruz-Puerto Suarez corridor road

2% |t adds that “the sequence should begin with éfialsle mapping of communities and their cadasitaktion as
the initial approach to the communities in eachaafellowed by a genuine dialogue with the benefieis, with

proactive inclusion of traditional and indigenousnenunities. The presence on the ground of a novmatnd

control agency like IMAC [The Acre Environmentaktitute] is essential to continue the process 6fiiing areas
to be protected, authorizing and controlling [landle, and ensuring that communication continuesh&tsame
time, the [land use] control activities have to liedertaken in collaboration with agencies that tamsfer
technology and promote businesses that can deratmstiternatives that bring higher incomes, talddgantage of
the new context of sustainable production.”

27 pid., pp. 16-17. Other lessons contained in the PCR tefap-front analysis of the need for a managerfient

for the project, the need for “pump priming” ortial stimulation of new private businesses, andithigortance of
involving civil society and the academic communitythe dissemination of lessons learned.
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improvements and environmental and social protecioojects. One external source, for
example, has criticized both the Bolivian Governtraard the Bank for a lack of transparency —
including falling short in terms of earlier comm#mts to grant the public adequate access to
information -- in reporting on the project and fosufficient accountability in the management
of some of its environmental and social impactpeemlly those involving certain indigenous
communities, thereby representing potential alldgatian rights violation&? IDB supervision
missions for the Environmental and Social Protectwoject in April 2010 and February 2011
also identified implementation-related shortcomingserms of the Borrower’s and the Bank’s
management of the environmental and social impaifcthis project® as has an independent
social and environmental audit of this operatiohpse most recent report covered the second
semester of 2010 and first semester of 20811.

The project was initially subject to considerablelags in meeting the effectiveness
conditions for BO-0033 and, thus, initiating roathbrovement works under BO-0036, as well as
to significant institutional changes after Prestdéwno Morales took office in 2006, leading both
to further delays and several alterations in ptogelninistrative arrangements, which ultimately
required three separate amendments to the Bank d&ggeements. The first such alteration
occurred in late 2004/early 2005, when the exegusigency for the project was decentralized
from the Ministry of Sustainable Development andrPing (MSDP) in La Paz, as per the
original legal agreement signed in 2002, to thefdetare of the Department of Santa Cruz
(PDSC2), with a corresponding change in the locatibthe Project Executing Unit (UEP) from
the former to the latter!

28 5ee a March 2010 article by Katu Arkonada and HanK_aats of CEADESC (or the Center of Applied &tsd
on Economic, Social, and Cultural Rights) entitlddansparencia, Un Desafio en la Construccion de
Megaproyectos: El Caso de La Carretera Puerto Sméanta Cruz en Boliviateproduced by the Bank
Information Center (BIC), a Washington-based watchtiGO that gives particular attention to environtaéand
social impacts and management of investment pjicanced by multilateral financial institutionach as the
World Bank and IDB.

299 |pB, Bolivia: Proteccién Ambiental Social Santa Cruz-RaeSuarez — Informe de Supervision Ambierfat;l
2010 andBolivia: Mision Ambiental Especial — Reporte de ilis February 2011.

29 POYRY Infra AG, Proyecto de Proteccién Ambiental y Social del CdoreVial Santa Cruz-Puerto Suarez:
Auditoria Social Y Ambiental Independiente — Inferfarcial de Segunda Auditorigjecutor Directo UEP
Segundo Semestre 2010 — Primer Semestre, &fitember 2011.

21 see IDB,Contrato Modificatorio entre la Republica de Badivy el Banco Interamericano de Desarrollo —
Proyecto de Proteccién Ambiental y Social en elr€or Santa Cruz-Puerto Suaresigned by the Manager of
Region 1 on behalf of the Bank on December 7, 28@d by the Ministry of Finance of Bolivia on Janpd,
2005.
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The second modification occurred in February/M&687 and changed implementation
responsibilities for the Replacement of the Preaeentind Mitigation Plan (PPM) and the
Environmental Application and Monitoring Plan (PASsubprojects from the National Road
Service (SNC) with the participation of INRA (theafibnal Institute of Agrarian Reform) and
the Prefecture of Santa Cruz to the Bolivian Roabinfistration (ABC) with participation of
the same two agencies mentioned in the originairaon It also made ABC, instead of SNC, the
executor of the Archaeological and Cultural Patmmérotection subproject with participation
of the National Direction of Archaeology of the Nstry of Economic Development
(MDA/DNA) -- instead of the National Unit of Archalgy of the Ministry of Education,
Culture and Sports (NEDC/UNAR) -- and of the Infation, Social Interaction and
Environmental Supervision subproject, while the iEstvmental Inspection and Control of the
Road Project remained the responsibility of the &&pental Direction of Natural Resources and
Environment of the Prefecture of Santa Ctfz.

The third modification came in October 2009, whidade ABC and INRA direct co-
executors of the operation together with the Ptafecof Santa Cruz, rather than subordinating
the parts of the project for which the two formegeacies were responsible to the latter, as had
previously been the case. Project administratios, Waus, effectively split into three. As a result,
INRA took over direct responsibility for implemetitan of BO-0033’s Land “Sanitation,”
Titling, and Registration subproject and ABC tookepo direct responsibility for the
aforementioned Replacement of Losses, Archaeolbgitéd Cultural Patrimony Protection and
Information, Social Integration and Environmentap8rvision subprojects, while the Prefecture
of Santa Cruz continued to be directly responditmiéhe Environmental Protection, Institutional
Strengthening and Sustainable Municipal Developm@oammunication, and -- together with the
Fondo Indigenain collaboration with numerous local indigenousoples’ organizations --
Indigenous subprojects. Responsibility for the Emwmental Inspection and Control of the Road
Project would also remain that of the PrefectureSahta Cruz through the redenominated
Competent Departmental Environmental Authority (RIZBAACD). The third amendment to
the loan contract also extended the implementgienod for most of the BO-0033 subprojects

%12 5ee IDB,Contrato Modificatorio No. 2 entre la Republica Belivia y el Banco Interamericano de Desarrollo —
Proyecto de Proteccién Ambiental y Social en elr€or Santa Cruz-Puerto Suaresigned by the Manager of
Region 1 on behalf of the Bank on February 2, 280d@ the Minister of Development Planning of theiah
Government on March 7, 2007.
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to the end of December 2011 rather than for the &mal a half years following signature of the
original contract, as had been stipulated in thauchent*?

More generally, the two Bank projects, and espcBB0D-0033, were caught up in the
increasing political struggles and significant eréfnces between the Morales Government,
which gave priority to the nationalization of impamt national assets and indigenous peoples’
rights in the much poorer Bolivian highlands, amtal development — and separatist --
aspirations in the more prosperous lowlands ceditareund the city of Santa Cruz, outward
from which the agricultural frontier was rapidly panding, and that nearly led to Bolivia
splitting into two. As a consequence, other pafte road improvement program, particularly
the segments financed by CAF, which were not stilige¢the same environmental and social
management conditions as the IDB-financed sectimased ahead much more quickly than that
to be financed under BO-0036, which was legallytic@ent upon the prior effectiveness of and
Government compliance with legal conditions for B@B3. In addition to implementation
delays in the Bank-supported projects, the shaljpiqad differences between the central and
departmental governments led to significant budigetuding counterpart funding, restrictions,
which only further exacerbated the implementatiombfems and eventually resulted in
considerable Government pressures on the Bank fax rthe legal obligations linking
implementation of the road improvement works to toaditions in relation to BO-0033, to
which the Bank eventually submitted. This cruciantractual requirement was apparently
waived by the IDB resident representative in Baliat the request of the Government at some
point without the prior knowledge of Bank safeguarstaff, thereby effectively delinking
implementation of the two projects from a legahsiaoint, which had been a crucial element in
their original design.

Other factors that have significantly affected pobjimplementation include the need to
change the surface of the road, from concretegbadts as a result of the Bolivian Government’s
blockage of soybean exports from Santa Cruz toeChis part of the broader political dispute
between the departmental and central governmerrigin@lly, the project was expected to
import cement from Chile to take advantage of th®irn of empty trucks taking soybeans to

213 See IDB,Contrato Modificatorio No. 3 entre la Republica Belivia y el Banco Interamericano de Desarrollo —
Proyecto de Proteccién Ambiental y Social en elr€dor Santa Cruz-Puerto Suaresigned by the Ministry of
Development Planning of the Bolivian GovernmenQatober 22, 2009 and the Bank’s Representativenlivia.
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Chile, but when this possibility was impeded by teatral government, it was no longer cost-
effective to use concrete for the pavement, whiels then switched to asphalt. In addition, the
US$ 3 million in co-financing from the Nordic Dewpiment Fund that had originally been part
of the project’s financing plan, mainly to supptire Land “Sanitation,” Titling and Registration
subproject, was considerably delayed, thereby alssulting in a substantial delay in
implementation of this component. This was latetighly rectified by redirecting some of the
resources under the Bank’s Land Regularizationlasghl Cadastre Project (BO-0221), whose
loan for US$ 22 million was approved in Decembdd2vith INRA as the executing agency, to
the project area. A third critical complicating mlent was that, due to the aforementioned delays
in the implementation of BO-0033, CAF decided toafice some of the local assets that had
been lost as the result of the improvement of istipn of the Santa Cruz-Puerto Suérez
highway, but which were originally to have beenaficed under the Replacement of Losses
subproject of the IDB project. However, these fdes are apparently of poor quality and not up
to the IDB’s standards, thereby requiring additloeanedial actions on the Bank’s part.

As a result of these and other accumulated delagisshortcomings, the Bank’s April
2010 supervision mission reached a number of tnogldonclusions about the status of project
execution, including that the Road Corridor (BO-6p&nd Environmental and Social Protection
(BO-0033) Projects were, in practice, being managddpendently rather than as closely linked
interventions which had been the Bank’s intentisnclearly manifested both in the respective
Loan Proposal documents and legal agreementsidirdbard, the mission affirmed that there
was a need to correct the situation by conditiofiirigre loan disbursements for the road project
to satisfactory implementation of BO-0033, as hawkrb foreseen in the respective legal
documents. More generally, the mission concludatlttie project was in violation of the Bank’s
legal requirements in a number of ways, includinghwespect to the contracting of an
independent environmental and social audit, whietd Istill not occurred, and failure to
satisfactorily execute key environmental mitigatiemmd land regularization components of the
Environmental and Social Protection Project, amaothers>**
This was, in fact, the third such environmental aadial supervision mission carried out

by the Bank. Its report also stated that it wassiibs to confirm that “various of the direct and

#43ee April 2010 supervision mission report, pg. 7.
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indirect social and environmental problems gendratethe Project had become persistent and
were being systematically repeated without an aaeqresponse by the executors.” For this
reason, the planned environmental and social audg necessary in order to “identify and
inventory all the impacts, deficits, and risks (uting both those originally foreseen and not
mitigated and new ones that have occurred as dtreéuthe non-implementation of the
management plans) and to propose concrete solutidrige report likewise concluded that the
Bank’s “routine supervision” of the projects hadebe“insufficient and not capable of
anticipating adverse situations, nor reacting tnreely way when they arise, thus requiring the
adoption of more intense supervision mechanismsidi Bank transport and safeguards staff.
Finally, it observed that, “even though the Banksrent environmental and safeguard policies
had not yet gone into effect at the time theseiterrelated projects were approved, when their
current implementation situation was compared with requirements of these policies, the
operations were not in full compliance with any tfem, nor with the project-specific
environmental and social management plahs.”

This supervision mission also identified the sanm®rtgomings regarding public
information and consultation identified by the ertd observers cited above, concluding that
“non-implementation of the participation mechanidior®seen for the program has exacerbated
the dissatisfaction of the affected populations wedkened its self-management capacity.” The
mission made a number of recommendations to helfread the problems encountered,
including the needs to: (i) update the road prégeenvironmental license; (ii) improve the
management of wetlands, protected areas, and bpetgieest sites; (iii) speed-up restoration
works; (iv) improve mechanisms to attend to theceons of the affected, including indigenous,
populations; (v) seek additional resources foréhmsrposes, and (vi) “relink” disbursements for
the road improvement project to the satisfactorglementation of the environmental and social
protection operatiof:® which, however, did not occur.

The February 2011 supervision mission confirmeat,teven though the independent
environmental and social audit had finally beentamted in June 2010, there were still a
number of “matters of preoccupation” with regard pooject implementation, including

“execution of the land titling component withoutyatbordination with the municipalities, which

25 bid., pg. 7.
2% |bid., pp. 15-16.
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could cause incompatibilities when the municipalatyland] cadastre is generated,” among
others?*” In addition to observing that coordination neettedbe improved in this regard, the
mission recommended increasing project resourcesupport new productive initiatives for
indigenous peoples and to expand the coverageeairthan cadastres in the municipalities along
the road corridor, as well as to seek ways to sfypngrocurement procedures in order to
facilitate — and thus accelerate -- the acquisittdrsmaller items, which had represented a
significant bottleneck in the past

The independent environmental and social auddrtefpr July 1, 2010 through June 30,
2011 was undertaken by an engineering firm basedurich, Switzerland with a local
representative in La Paz. The auditors’ overalesssent regarding implementation of planned
project activities, including that of the “indigeum® program,” during the period under review,
was positive. However, as concerned the environah@oinservation program, they noted that
delays in the initiation of both the protected are@amd forest conservation subprograms had
resulted in the slow implementation and managendeficiencies that had been witnessed
during their first visit (in August 2010), and wereflected in the “slight involvement and
participation of the co-executors,” SERNAP and faest and Land Inspection and Social
Control Authority (ABT), respectively, although te&uation had “substantially improved” more
recently. Both of these agencies, moreover, hadesspd a concern with the future continuity
and sustainability of the actions financed by treniBloan. Similarly, start-up problems had
occurred with the institutional strengthening amdtainable municipal development program,
which had also resulted in delays and managememtcsimings, due in part to “political
instability” in some of the participating municiggds in the project area and also leading to
implementation difficulties. However, this situatibad reportedly also improved and it was now
expected that the corresponding subprojects wowd“dxecuted normally” until project
conclusion?*®

With respect to the environmental inspection aoitrol of the road project, in turn, the
audit concluded that good management capacity waglace. But it also observed that
responsibility to solve the problems encountered will vested in the Socio-environmental

217 See February 2011 environmental supervision reppricit.,pg. 1.
218 |bid, pg. 13.
29 poyry Infra, op. cit.pp. 35-36.
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Supervision (SSA) Division of ABC, the executingeagy of the road improvement project, but
there was need to accelerate the flow of pertimgatmation to ensure it arrived at SSA and the
UEP to guarantee “clear channels of authorizatimh tamely issuing of permits in order not to
create obstacles for the construction chronogramdstianelines, and to allow that the required
permits are always issued before the works starh& auditors likewise noted that, even though
coordination between the environmental supervisibthe UEP and the Secretariat of Natural
Resource Development and Environment of the Autananbepartmental Government of Santa
Cruz had improved, this relationship should be ttfar strengthened in order to establish the
sanctions foreseen in the applicable environmdetiklation and norms, when the risks and
environmental impact situations require them.” dHyy as regards the overall socio-
environmental management system for the projeely found that, while there was adequate
capacity in principle to lead it toward the achiesmt of its objectives, in relation to the
“management of instances of social coordination padicipation, weaknesses were observed
with respect to articulation with other stakehosjeespecially at the level of the central
government, which have led to non-compliance withrequirements of the loan contra@”

The audit report concludes, finally, that projeaplementation had improved over the
period under review and as compared with the s@inancountered at the time of the auditors’
first visit to the project’s area of influence irugust 2010, and that it had an especially “positive
image” in terms of the indigenous and cultural fagye programs, which were “programs highly
accepted by the population and with good impactgarticipation.” However, it also provided a
number of specific recommendations to strengthegoimg implementation of each of the
project’'s components and subcomponents. With rédpethe biodiversity subcomponent, for
example, these included “to seek ways of improvirgsustainability of the project considering
that there exist fears on the part of the stathefprotected areas with respect to the pressate th
the [road improvement] project is generating ors¢hareas and there is insufficient capacity to
control all of the affected areas which are quiteeesive.??! It is also a matter of concern that,
despite the fact that the environmental and squiatiection project (BO-0033) is well advanced

and the road improvement project (BO-0036) is n@mmgleted, the auditors were unable to

220 |pid., pp. 36-37.
221 |bid. pg. 38. See pp. 37-39 for the auditors’ otsgecific “recommendations/opportunities for impment” as
of September 2011.
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report on progress with respect to the proposeabalregional development subprogram” of the
Institutional Strengthening and Sustainable Muratipevelopment program because “it did not
apply for the present period audited,” without @xplanation as to why this was the c&e.

In summary, implementation of the two Bank projdotsthe Santa Cruz-Puerto Suarez
road corridor has proven to be very problematic.aA®flection of this, the main conclusions
drawn in the respective case study reforincluded the following: One of the principal
defining — and strategic — features of the tworlimtked projects for road improvement and
environmental and social protection in the Santaz€Ruerto Suarez corridor was precisely that
they were to be both legally and operationally ncdenected in order to ensure satisfactory
progress with respect to the latter prior to prdoeg with the former. However, during
implementation, because of the significant delaythe execution of the agreed environmental
and social protection measures, the two projectsewde factg delinked and Bank
disbursements for the road improvement part of ghegram were allowed to go ahead in
advance of adequate progress toward the previgudgcribed requirements regarding the
environmental and social management interventiorisettaken in the road’s area of influence.
This single administrative action, which was nobjsat to Bank Board or even Headquarters
approval, effectively undermined the initial desigh the two deliberately interconnected
operations and, in the process, greatly reduced#mk’s leverage to ensure that the necessary
environmental and social protection measures irstrga Cruz-Puerto Suarez corridor would be
taken in a timely way vis-a-vis the road improvetractivities.

As a consequence, while the Bank-financed roadomgment investments under project
BO-0036 have now been completed, many of the am®sakienvironmental and social
management activities intended to help avoid anahitigate the potential direct, and especially
indirect, adverse impacts of the road improvemamtsler project BO-0033 are still not
adequately in place. Also, as a consequence, dngaalthe April 2010 supervision mission, the
projects were not in full compliance with the Bamkresent environmental and social safeguard
policies. Thus, among the most important conclusiand lessons from the implementation

experience of these two road improvement-relategepts in Bolivia are:

222 pid., pp. 6 and 29.
23 gee John Redwood llManaging the Environmental and Social Impacts oMajor IDB-Financed Road
Improvement Project in Boliviap. cit.

120



As was also observed with respect to the experiefcether Bank operations
reviewed above, especially the Darién Sustainaldeeldpment Project, no matter
how well designed a project may be from an envirental and socio-cultural
management perspective, what matters most is halirhe proposed environmental
and social measures are implemented and whatabwial results are. Among other
things, this means that their implementation ned&e carefully monitored and
supervised and their outcomes need to be thoroughdy honestly evaluated and
needed follow-up measures identified and implente(dgee also the next section).

The Bank needs to ensure that its administratiierac during the course of project
implementation do not undermine critical aspectpraject design, including, as in
the present case, operational interconnectionsassdciated legal obligations that
were intended to assure adequate protection anglatiin of potential adverse socio-
cultural and environmental impacts of major roadestments financed by different
sources along a single corridor in their collec@wrea of influence. This is important
not only to help guarantee that projects are abkutcessfully achieve their broader
sustainable development objectives, but also torenthat Bank environmental and
safeguard policies are properly applied and, in ghecess, to avoid — or at least
minimize — the potential reputational risks for tBank associated with non- or
inadequate compliance with its policies.

Not taking the above precaution is also importantas not to effectively “devalue”
the prior strategic environmental and social assesas work undertaken -- including
in this case with non-reimbursable grant financirgn the Bank itself through a
large Technical Cooperation operation -- as an imanb part of program preparation
and critical input into project design, and, asalfy 2006, also an unambiguous Bank
environmental and social safeguard requirement. short, through a single
administrative act, the Bank “overrode” the contant results of much of its own
earlier project preparation and appraisal work iway inconsistent with both the

spirit and the letter of its own current safegu@ad perhaps other) policies.
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iv. ~The Bank’s recent environmental supervision missicemd the independent
environmental and social audit of project intervams have identified serious
concerns with the sustainability of certain BO-0Q88ject interventions, including
with respect to the strengthening and managemetiiteofhree protected areas in the
road’s area of influence. However, there is nodation as to how — or even whether
— the required measures to assure the sustaigatiilihese actions would be funded
or implemented beyond the life of the project. Bank should, therefore, carefully
identify and implement needed follow-on measures oder to ensure the

sustainability of desired project economic, soara environmental outcomes.

v. More specifically, the area of influence of the doemvestments in Bolivia are
characterized both by rich natural resources, wnigpiodiversity and sensitive
ecosystems, on the one hand, and high levels al poverty and socio-cultural
diversity, on the other, while at the same timenbea region of weak local
institutions and governance. This means that bb# $hort and longer term
challenges of promoting and achieving sustainaldeeldpment are especially
daunting. While the road improvements supportedh®y Bank and other donors,
thus, represent a significant opportunity to proenetonomic and social development
in the Santa Cruz-Puerto Suarez corridor, in antheiselves and even assuming
that the interventions contained in BO-0033 arecsssfully implemented over time,
they will not be sufficient for this future develogent to occur in an environmentally
and socially responsible and equitable way ovetdhger run. As has occurred in the
Amazonian state of Acre in Brazil, which has fasahilar challenges, the Bank
should, therefore, proactively seek to continueptovide environmentally and
socially sustainability-oriented development assise, including for improved local
governance, accountability, and institutional cégauuilding, to -- and within -- the

project’s direct and indirect area of influence.

G. Bank Supervision, Monitoring , Reporting, and Evalwation
This exercise did not undertake a detailed revidwBank supervision, monitoring,
reporting and ex-post evaluation experience adfwsgrojects reviewed on a case-by-case basis.
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Based on the specific case studies, however, possible to briefly draw some general
conclusions and lessons in this regard, espea@allseflected in the Bank’s experience with the
completed Porto Velho-Rio Branco Road and Dariést&nable Development Projects and the
partially completed Santa Cruz-Puerto Suérez Carrferogram, where the following lessons

can be extracted from the respective case stuaytsep

I. Proactive Bank supervision is as important asdts n project preparation, up-
front environmental and social assessment, desigth,appraisal. In the case of
the Porto-Velho-Rio Branco Road Project, for exampls the PCR concluded,
the Bank’s close accompaniment of project executias decisive to accelerate it
and authorize alterations in the Definitive ActiBtan (PAD) in accordance with
the needs and priorities of the beneficiaries. By sensitive to local demands,
the Bank became an important interlocutor for teadficiaries, at times taking
on the role of mediator between the federal govemtnand local governmental
and non-governmental institutions. The Bank's dateation that the project
should not proceed without substantial modificagian its management and
priorities, suspending disbursements for nearly eary was decisive in the
Brazilian Government’s eventual willingness to make needed changes to
PMACI.

il. Systematic supervision, monitoring, reporting, aadaluation of projects,
especially challenging and complex ones like theridda Sustainable
Development operation, are essential for an adequatierstanding of what
actually happened — and what did not — in relatmrwhat was intended and
attempted, as well as with respect to the resulisimpacts of these interventions,
both positive and negative and expected and unpated. More importantly,
they are necessary in order to help replicate gpmattice and successful
outcomes and to avoid the same pitfalls and/or ngapkhe same mistakes in
future Bank-supported projects having similar oties and/or taking place in

similar circumstances and/or contexts. These véul@ssons of experience also
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need to be carefully and systematically incorpatatdéo the design of relevant

future projects.

iii. Careful environmental and social monitoring andrBaer and Bank supervision
of major road improvement — and other large inftedtire — projects is also
essential to ensure that unanticipated impacts poperly identified and
addressed during the course of project implemeamtain the case of the Santa
Cruz-Puerto Suéarez projects, this was one of thsores why an independent
environmental and social auditor was to be cordchgtrior to the initiation of
road construction works. The failure of the Borroweedo so and of the Bank to
insist that this be done prior to the start of nevad construction and the
disbursement of loan proceeds for this purposeresemts one of the main
shortcomings of their management of these interectaa operations. In addition,
when different Bank sector units and both fielddzshand Headquarters staff are
involved in this process, as in the present cagegrsision activities also need to
be well coordinated.

More specifically, with respect to the two lattgoepations, an internal organizational
factor, increasingly complicated Bank supervisioh tbe Santa Cruz-Puerto Suaréz road
improvement and environmental and social protegbi@jects. This is the fact that three distinct
Bank units, for transport (STD), agriculture andunal resources (RND), and environment and
safeguards (ESG), respectively, have been invoimegroject supervision activities in recent
years, often with insufficient coordination amorgermn. An internal division of labor in the
supervision of BO-0036 and BO-0033 existed evewrgethe Bank’s realignment in 2008, but
became even more complex subsequéntlin addition to the operational units for transpamt
for agriculture and natural resources, which inekidural land tenure and management-related

aspects, ESG has needed to become directly invaivebject supervision after the realignment

224 Prior to the realignment, BO-0036 was supervisgthb Infrastructure Division and BO-0033 was sujzed by
the Environment and Natural Resource Division ofjiBe 1, which was responsible for Bank operatianghie
southern cone countries, including Bolivia. Witk tfealignment the three former regional managemeits$, into
which the Bank had previously been organized, ¢isaped and were replaced by two new Vice Presidsrfor
Countries and Sectors, respectively. The lattee Heesidency now contains the operational divisfon§ ransport
(STD) and Agriculture and Natural Resources (RNAile a separate Environmental and Safeguards Giie8()
was created in parallel, all three under the neee\Rresidency for Sectors.
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because BO-0033 essentially involves the implentienmtaf environmental and social mitigation

measures prescribed by the (scaled-down) SEA, tAnd, also entailed important reputational
risk considerations for the Bank in relation to laggiion of its environmental and social

safeguard policies. There is presently still a nfsedbetter coordination across at least two of
these three units, RND and ESG, since BO-0036 Waed as of June 2011.

More generally, close Bank supervision of complegjgrts such as those considered
above, especially in sensitive and dynamic frontiegion environments, is particularly
important. So is comprehensive and systematic teygoof how these projects evolve over time,
particularly with respect to unanticipated evems ampacts, as the Porto Velho-Rio Branco,
Darién, Acre and Santa Cruz-Puerto Suarez projgetsly demonstraté”® Discussions with
task team members for the Pasto-Mocoa Project idevevealed that several important changes
that occurred during the course of project prejp@maand design have not been adequately
documented and the same clearly appears to havetheease with regard to the Santa Cruz-
Puerto Suarez operations, especially in terms dadtwiappened in the process of narrowing
down the measures incorporated in the Environmemtdl|Social Protection Project, eventually
approved by the Bank, from the much larger setctbas proposed by the Bank-financed SEA.
In short, while this was explicitly mentioned inetltorresponding Loan Proposal, the actual
decision process involved and the reasons for #ocemr not specific recommendations
contained in the SEA and the associated Environmhand Social Management Report (ESMR)
are never clarified in the project documents.

Bank supervision should also closely monitor arekde ensure full compliance with all
project legal agreements, and, where instancesmicompliance are found, as occurred in the
case of the PMACI component of the Porto Velho-Bianco Road Project, propose the
appropriate remedial actions to Bank managemenichyim turn, should apply them. This is
especially important in the case of environmentall asocial management requirements
associated with the application of its safeguartices, because of the potentially serious
reputational risks for the Bank in cases of non-glence. It also means that Bank project

documents and associated legal agreements needveryspecific as to what is required in this

22 |n these cases, Bank project documents only appepart of the story and it was necessary to tarother
sources, such as the PMACI seminar report in tee o&the former, and discussions with Bank seaffiifiar with
the operations in order to have a more completewatf relevant events and outcomes.
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regard, unlike some of those reviewed in the cdntéxhe present review, as in the case of the
Bank’s Guarantee for the IIRSA Norte road projémt.example.

It is likewise essential that the Bank's CompletiBeports (PCRs) and associated
independent ex-post evaluation exercises -- whidulsl, indeed, be undertaken for all major
road and other infrastructure projects in frontiegions, such as the multi-country Amazon
Basin and the other areas affected by the projest®red in this review -- give adequate
attention to project environmental and social esvinental aspects and impacts and how they
were managed. As seems to have occurred in connesiih the Acre Sustainable Development
Project, it is likewise essential that any suchl@at#on reports, which are agreed to be produced
as part of such independent evaluations, in factddivered — and that the Bank ensure that this
is the case before finalizing the associated paysntenthe consultants involved — and properly
recorded in the Bank’s physical and electronic deent system&?® All of this institutional
memory is important in order to faithfully recordand learn from — the positive and negative
features of project implementation and outcomes.

Finally, as already observed above, PCRs and d&hek post-completion evaluation
exercises should routinely include ar-posteconomic analysis of all projects. In the case of
road improvement projects, where a cost-benefityaisais used, the same analysis should be
undertaken after project completion using actual gaposed to estimated) project cost and
implementation time data. In addition, bo#x-ante and ex-post the Bank should seek to
guantify and “monetize” the project’'s indirect eocomc, environmental, and social benefits,
especially those expected to occur within its diraed indirect areas of influence, and the
associated costs, but, at a minimum, it shouldrigle@entify these costs and benefits in
gualitative and approximate (i.e., rough order @fgmtude) quantitative terms and assure that
they are properly aligned and consistent.

22%|n this case, an ex-post assessment of the ppotironmental and social management aspectsnohgled in
the Terms of Reference for the independent congsltdbut the corresponding report could not be doeither in
the Bank’s document files, by the resident missioBrasilia, or by the consulting firm that wasdarry out this
and other parts of the independent evaluationfitéethange in field-based Bank task team leadersHe project
while this evaluation process was taking place egply increased the uncertainty as to what agtuzbpened in
the regard.
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H. Conclusion

Based on the experience with the IDB-financed dpera summarized in the preceding
sections, many lessons have been — and can benedeby the Bank with regard to the proper
management of environmental and social impactscegsd with major road construction and
pavement projects in ecologically and socio-cultyrdiverse and sensitive natural resource rich
frontier regions. Some of the most important osthan conclusion, can be reiterated and further
elaborated with reference to the case study psjestfollows:

1. Especially in frontier regions, the indirect envinoental and social effects of major road
improvements may frequently be much greater andemadespread than their direct
ones. This is the case because one of the maiogesmf such investments is to improve
access and reduce transportation costs to and foomerly remote areas, thereby
opening them up for new settlement and/or the as®d exploitation of their natural
resources, both renewable, such as forests arg) and non-renewable, such as minerals
and hydrocarbons. In short, their purpose is pedci® induce further development. But
doing so can — and often does -- result in conalderland use conversion and/or
environmental modification, including significadéforestation and forest burning with
associated adverse impacts on vital ecosystemcsstvnatural habitats, biodiversity —
and possibly even local climate — being among thastnsignificant, and whose
destruction or loss may prove irreversible. If gehous peoples and/or other
“traditional” and potentially vulnerable populat®r- such as rubber tappers and small
subsistence farmers and riverine communities in dage of Acre in Brazil or the
smallholders located along the Pan American Higha@yidor in Darien, Panama and
the proposed new alternate San Francisco-Mocoa magbuthern Colombia -- are
located in these formerly remote areas, improvemess can also imperil them as the
result of the likely increased contact — and paéérdonflicts -- with loggers, miners,
farmers, ranchers and others that may be inducedrt® into the region. This includes
the possible invasion/encroachment of indigenonddawhether demarcated or not, and
legal reserves, as seems now to be occurring in inmaediate vicinity of the
Interoceanica (or IIRSA Sur) road corridor in Madie Dios in the Peruvian Amazon.
Thus, it is necessary to properly identify the menfi.e., both direct and indirect) area of

influence of any major new road investment anddonsaler the economic, social, and
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environmental impacts it may have within this aseal on its resident — and potential
immigrant — populations.

. Given that one of the main purposes of rural raagrovements in frontier areas is to
induce further local development, which may hagmidicant environmental and social,
as well as economic, impacts, it is also necedsacgnsider the potential effects of these
investments together with those of closely assedidevelopment interventions — i.e., to
consider their cumulative impacts. As in the eariase of Rondonia, at the time the
Porto Velho-Rio Branco Road Improvement Project wppraised by the IDB, it was
considered likely that one of the associated ouawf this initiative would be new
agricultural settlement, either as the result ok radficial colonization projects or as a
consequence of increased spontaneous migratiohet@rbject’'s area of influence, or
both, which could have additional significant ackeeenvironmental and social impacts.
Even though, in this particular case, such an wfldid not ultimately occur, it is
noteworthy that, even in the mid-1980s, the Bamlady identified this potential risk and
sought to build measures into the project to contromitigate it through PMACI,
including the strengthening of ecological protectagtas and indigenous peoples’
reserves. The Acre Sustainable Development Prajedyrn, incorporated in its basic
design a series of interventions related to lanture and sustainable use and the
establishment of additional protected areas in zbee adjacent to the new BR-364
highway segment to be paved, prior to the initmtd any new construction work. Both
are, thus, examples of good practice. In contithst,design of the Darien Sustainable
Development Project underestimated the impact ajraging a section of the Pan
American Highway on adjacent land values and pramss the effects this would have
both in relation to land use and the spatial amibsdislocation of some of the very low-
income population the project was designed to bierehong other perverse effects,
including on local protected areas and biodiversity

For these reasons, before undertaking a majoriroptbvement in such areas, it is first
important to identify and understand, as fully asgble, both their existing ecological
and socio-cultural conditions and current populatamd productive occupation trends
and to project, as adequately as possible -- vetAbishment of an ongoing monitoring

program to determine how the situation actuallylee®in this regard -- what is likely to
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happen in demographic, economic, social and enwiemtal terms once access is
improved and transportation costs significantlyuaatl. This also means the need to
understand — and monitor -- the local political emmy and governance conditions in
frontier areas to the extent possible and how #reylikely to evolve in response to any
proposed major transport improvements, especialthaese areas tend to have very
different governance characteristics and trajeesothan older and more settled regions
given the frequent predominance of illegal, as vaslluncontrolled, productive activities
and, more generally, their “wild west” nature, witieir associated particular social and
institutional characteristics. Strategic Environta¢issessments (SEAs) have been used
by the Bank in a number of recent cases, as, &iamte, in the preparation of both the
Santa Cruz-Puerto Suarez and Pasto-Mocoa projedtish took the form of a Regional
Environment Assessment (REA) in the latter, andlany broad environmental impact
assessment (EIA) exercises appear to have beeedcaut in advance of the Darien and
Acre Sustainable Development and IIRSA Norte opamatas well, in order to capture
many of these features of the project areas afi@nite in question, for which the Bank is
to be commended, although greater attention coaldd-should -- have been given to the
local political economy and governance conditianmpst cases.

. Taking a sustainable development approach to tleetdand indirect area of influence of
a major rural road improvement project in a natuegource rich frontier region,
especially in areas subject to the risk of sigatficdeforestation, ecosystem destruction,
and loss of biodiversity, will necessarily involeentrolling future land use in this area,
among other precautions, particularly in zoneselatively close proximity to the trunk
road itself and/or to any secondary roads thatdbrasff from it, as was specifically
recognized in the IIRSA Norte case. The Darien Aotk Sustainable Development, as
well as the Santa Cruz-Puerto Suarez and PastoedBmjects clearly anticipated this,
although the first and third seem to have failedhilevthe second appears to have
succeeded and it is too soon to tell what will lapm the case of IIRSA Norte.—

. This, in turn, will require both increased knowledgf and control over the land tenure
situation and an ability to closely monitor and itimny forest conversion to other uses
that does take place, through environmental licgpsiemote sensing, ground truthing,

and other means. These are among the key elentetta/ére built into the design and
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subsequent implementation of the Acre Sustainabdee@pment Project along the
segment of the BR-364 that was to be paved asopdhis operation. Moreover, as the
respective PCR correctly points out, as do Bankapal documents for most of the
other projects reviewed, both the timing and thrgusacing of these interventions is very
important, with the need for the land use conttolbe fully in place prior to the actual
road improvement. In fact, these measures shoulchlreed out well in advance of any
such intervention to head off to the extent possthke land speculation that is likely to
occur in anticipation of the nearly certain substdnncrease in land values that will take
place once access is improved and transport costdoaered as a result of these
investments. The Darien Project even attempteddorporate an “Environmental and
Social Sequencing Matrix” to help assure that tiasired result would occur, while the
Santa Cruz-Puerto Suarez Corridor program contatmexd operationally and legally
interconnected Bank loans with the same intentitowever, unfortunately, both of these
attempts to properly sequence environmental anidlsootection/management and road
improvement operations have broken down in practice

6. Creating and/or strengthening official protectedaar -- including indigenous peoples’
reserves, where applicable — are also an impopmiof this process. More generally, as
the earlier Porto Velho-Rio Branco project contesmgdl, undertaking a participatory
agro-ecological (or economic-ecological) zoningrelse of the road’s direct and indirect
area of influence is likewise a precondition in erdo determine which parts of the
affected region are appropriate for what kinds afdpctive use and/or merit stronger
protection and conservation, and, thus, shoulccedely be declared “off limits” for new
settlement and land conversiti.An exercise of this sort was, in fact, carried out
Acre in 2001, which clearly identified the Statsisstainable forestry vocation, together

227 For one general discussion in this regard witipeesto the Brazilian Amazon developed jointly b World
Bank and IMAZON, an important environmental non-gmmental organization in the region, see Robert R.
Schneider, Eugénio Arima, Adalberto Verissimo, BaBlarretto and Carlos Souz&ustainable Amazonia:
Limitations and Opportunities for Rural Developmewtorld Bank Technical Paper No. 515, Washingtog.D.
2002. A Portuguese version of the same documenfpvesously published admazénia Sustentavel: Limitantes e
Oportunidades para o Desenvolvimento Ruiéorld Bank/IMAZON, Brasilia, 2000. On the identiitton of
environmental and indigenous protected areas inAtn@zon region more generally see, Adalberto Virniss
Adriana Moreira, Donald Sawyer, Iza dos Santos, ba$ Paulo Pinto (organizers) and Jodo Paulo Ribei
Capobianco (general coordinatorBiodiversidade na AmazoéniaAvalicacdo e AgOes Prioritarias para a
Conservacéao, Uso Sustentavel e Repartigdo de Basinstituto Socioambiental, Sdo Paulo, 2001.
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with the need for land tenure regularization “toagntee security in rural areas and
control the destiny of public lands,” according ttee final evaluation report for the
Sustainable Development ProjéttHowever, it is also important to recognize thathsu
zoning exercises, in and of themselves, are na@inagea and that it is essential that they
not be limited to a set of technical studies alangortant as they are, but also require
the effective involvement and participation of affected stakeholders, both in order to
better educate them about local sustainable naesalrce use potentials and constraints
and to obtain to the extent possible their “owngr’sbf the proposed land use measures
and restrictions that should be the final outputso€h initiatives. In short, land use
zoning, especially in rural frontier areas, is mbttely both a technical and political
process and needs to be viewed and conducted &°8uc

In this connection, furthermore, major road upgngdprojects in natural resource rich
frontier regions should not only seek to “avoid marto the environment and to
indigenous and other vulnerable local communitreshieir areas of influence, but also
proactively seek to “do good” by containing measuredirectly strengthen and enhance
these ecosystems and benefit, as well as protegjlgtions. Thus, they should be
designed and utilized to the extent possible aadwolocal development undertakings,
not only in terms of improving access and redu¢ragsport costs -- and, thus, indirectly
stimulating new and/or enhanced local productivavidies, important as these are,
especially in remote regions -- but also seek ¢mtifly and promote socio-economic and
other opportunities to enhance the income, employraed living conditions of resident
populations, especially the poorest. As was spadifi attempted, although with
differing outcomes, in both the Darien and Acret8umable Development Projects, and
to a lesser extent in some of the other projectgeweed, in other words, major road
improvements in frontier areas and elsewhere, shbelconceived and implemented as
part of more holistic spatially-defined efforts ppomote and help realize long-term
environmentally and socially sustainable developnodaectives in these regions more

generally.

228 Tellus Consultoria, op. cifpg. 6.

22 gee, for example, Dennis J. MahAgro-ecological Zoning in Rondénia, Brazip. cit., and Dennis J. Mahar
and Cecile L. H. Ducrof_.and-Use Zoning on Tropical Frontiers: Emerging &@ss from the Brazilian Amazon,
EDI Case Studies, World Bank, Washington D.C., 1998
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8. This also clearly points to the need for any sudbrventions to be as participatory as
possible. Again, the lessons drawn from the Poeth®-Rio Branco Road improvement
project after the suspension of disbursements @ndssociated externally political and
locally demand-driven decentralization, as weltresapproach proposed and followed in
the Acre  Sustainable  Development Project and the herot road
improvement/environmental and social managementatipas surveyed in Panama,
Bolivia, Peru, and Colombia, were the appropriatesoin this regard. The importance of
involving local stakeholders, both from the pergjwecof making maximum use of local
-- including indigenous -- knowledge and in orderihcorporate their concerns and
inputs into project design and implementation iohstegions and elsewhere, cannot be
sufficiently emphasized. While stakeholder intesestay frequently be conflicting,
especially in natural resource frontier areas, hees Bank seminar held to discuss the
PMACI experience in December 1994 concluded, unpessntial conflicts are explicitly
recognized and addressed, major investment projecesd agro-ecological zoning
exercises -- in such regions may quickly or ultiehaterail and, thus, fail to meet their
environmental and social — and, thus, broader imadie development — objectives, as
had previously happened in Rondodnia. Subsequerdriexge in the Santa Cruz-Puerto
Suarez and Past-Mocoa corridors seem to verifgitirdficance of this potential risk.

9. Finally, while the consistent and effective apgima of Bank environmental and social
safeguards are important in such situations, strongsistent and demonstrated local
political will and support are even more esseritialsuch initiatives to be successful. As
the PCR for the Acre Sustainable Development ojeratn particular, affirmed, this
needs to be carefully assessed and assured up-&moat in fact, should be a critical
precondition for Bank agreement to finance maj@dronprovement projects, especially
in ecologically and/or culturally sensitive regionwhich require significant
environmental and/or social management measures o place before proceeding with
such investments. While the PCR for the Dariénqmiogid not give as much explicit
attention to this factor, it did point out the nded national macroeconomic and sectoral
policies that are consistent with and supportiveragional project objectives, It is
likewise important, as suggested above, that thé&npet financing institutions both

include such conditions in project legal agreememd carefully monitor and enforce
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Borrower compliance, as occurred, albeit with cdesable outside pressure, in the case

of the Porto Velho-Rio Branco operation.

In summary, whether their primary objective is tonsilate local development or to
strengthen interregional — and, in some casesrnaienal -- territorial and economic
integration, major interurban and rural road imgoents, especially in natural resource rich
frontier regions, are likely to have significantetit, indirect -- including induced development --
and cumulative environmental and social impactsiciwmeed to be properly and clearly
identified, anticipated, and adequately addres¥éuile each case will have distinct needs and
requirements depending on the particular geogragualogical, economic, socio-cultural, and
political-institutional context involved, it is emstial that these contexts be properly understood
through a sufficiently comprehensive up-front eammental and social assessment and
subsequent participatory environmental and socehagement and monitoring process. In this
regard, project design and preparation will bendéfam the effective use of Strategic
Environmental Assessments (SEASs) that should atsosf on a broader set of development
initiatives in the same direct and indirect areanfitience as that of the major road improvement
in question. Such assessments should also contempddential project impacts that cross
national borders, as appropriate, as, for exanipl¢he case of the Santa Cruz-Puerto Suarez
road corridor operation and perhaps also in reldtiathe Pasto-Mocoa project in the future.

In addition, a more holistic or comprehensive spati rather than sector by sector --
approach to sustainable development around theqgathysd economic corridor polarized by the
road segment to be improved is recommended. Bgildmits successful experience to date in
northwest Brazil, the IDB should not only approaohd improvement projects in areas having
similar characteristics elsewhere in Latin Amerinathe same comprehensive, creative and
proactive fashion, as it also attempted to do inaR#, but, as in Acre, it has an excellent
opportunity to lead the way with regard to the potion of environmental quality and socio-
cultural protection objectives at the subnatioralel through the systematic and coordinated
implementation of a broader set of sustainable Ideweent interventions together with such
road investments. In doing so, however, it showdidathe two interlinked project approach

taken in the case of the Santa Cruz-Puerto Suamear, which ultimately broke down, and
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strongly consider the multi-phase project approemtommended at the time the additional
financing was approved for the Darien Sustainaldedlbpment Project in 2007.

Lastly, it is important not to forget that, whileo@d up-front SEAS, corresponding
environmental and social management plans and ppate project preparation design are
essential, at the end of the day, what matters maghat actually happens — or does not happen
-- on the ground. Thus, project implementation gmper and well-coordinated Bank
monitoring and supervision, with an eye toward éigepmanagement, including in response to
unanticipated events and/or project impacts, iswike very important. Good reporting, both
during and after project preparation and implem@ntais likewise important, as is detailed and
systematic ex-post evaluation, in which environrakaind social aspects and impacts should
receive explicit attention together with other paj components and outcomes, especially in
large lending operations for road and/or otherastitucture improvements in complex and

dynamic natural resource frontier settings sucthase considered in the present review.
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