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This Technical Note was prepared by the Environaleartd Social Safeguards Unit (VPS/ESG)
of the Inter-American Development Bank (IDB). ES®@rks to promote the environmental and

social sustainability of Bank operations. It cotbedtes with project teams to execute the IDB’s
commitment of ensuring that each project is assesggproved and monitored with due regard
to environmental, social, health and safety aspaats that all project — related impacts and risks
are adequately mitigated or controlled. ESG alstpsheéhe Bank respond to emerging

sustainability issues and opportunities.

This manuscript documents the experience of therdmerican Development Bank in
managing the environmental and social impacts afl paving, improvement and road-related
projects along the Pan-American Highway in the &aprovince, Panama, and presents lessons
and recommendations on how such impacts can begtebéfied, assessed and addressed in
large ecologically sensitive and socio-culturaliyedlse areas.

This document was prepared under the supervisidamhe Ferretti, Chief of the Environmental
and Social Safeguards Unit (VPS/ESG). The autherdean Redwood lll, consultant. Insightful

inputs were provided by Denis Corrales and JonaRemrshaw. Editorial support was supervised
and provided by Gabriela Infante and lona Hawken.



Contents

o1 0] 01/ 1 T TP 1
EXECULIVE SUMIMAIY ....iiiiieeieiiitii e s e s s s e e e e e e e e e e e e e e e e aeaaae s e seeeees e s e e eeeeeeeaeeaaeeeeesnnnnnns 3
|. The Darién Sustainable Development Program (PN-OLLG...........cccceeiieiiieeeeeeieieeeeeeeennns 7
N = - Tox o | (o 11 ] o [ 7
= TR o o] =T o a3 1= o | o 13
1. Land Use Planning, Titling, Management and Prodectif Natural Resources.............. 15
2. Institutional StreNGtNENING ...........oiiiii et e e e e e e e e e e e e e eeeeeeaeeen 16
3. ProducCtive ACTIVITIES........coiiiiiiieteeeee et e e e e e e 16
4. Rehabilitation of Transportation INfrastruCture..............ooovvviiiiiiiiiiiii e 17
5. UPGrading BASIC SEIVICES .......uuuuuuuuunn st sseaaaaseeaeeeaaaeaseeesessssssssnnnnnsssnnnnaeeens 18
[l. Supplemental FInanCcing (PN L-1017) .........ceeeeeeeiiiiiiiiinaaaaee e e e eeeeeeeeeeeseeeeeeeesnsnnne 20
A. Background and JUSHFICAION ..........uuieeeiiiee e 20
B. Objectives and Proposed Use of Additional FInancing.............cccceeeevveeiieeeeeeeeeeeee, 24
C. Project Implementation and RESUILS ........ciiiieeiiii e 24
lll. Lessons and Recommendations from the External B&@fu.................cccceeeiiiiiiiinneea, 34

V. CONCIUSIONS ANO LESSONS ... cvneeeee e et e et e et e e et e et e e e e e e ea e e e e e e e e eeneaens 35



AMP
ANAM
CAl
CEP
CIFLORPAN
CLC
CONADES
CPA
ESIR
HDI
ICAP
IDB
IDIAP
lIRSA
LAC
MEF
MIDA
MIPPE
MOP

MP

Acronyms

Panama Marine Authority

National Environmental Authority
International Advisory Committee

Program Executive Committee

The Panama Center for Plant Research
Local Consultative Committee

National Sustainable Development Council
The Pan American Highway

Environment and Social Impact Report
Human Development Index

Panama Institute for Agricultural Science
Inter-American Development Bank
Panama Agricultural Research Institute
South American Regional Infrastructure Integratimtiative
Local Advisory Committee

Ministry of Economy and Finance

Ministry of Agrarian Development

Ministry of Economic Policy and Planning
Ministry of Public Works

Ministry of the Presidency



NGO
PCU
PND
POA
POT

SECOIN
SINAP
UcpP
USAID
ZDS

PDSD

Non-governmental Organization

Program Coordination Unit

Darién National Park

Annual Operating Plan

Land Use Management Plan

Secretariat of International Coordination

National Protected Area System

Program Coordinating Unit

United States Agency for International Development
Sustainable Development Zones

Darién Sustainable Development Program



Executive Summary

The Inter-American Development Bank (IDB) has pded both a loan and subsequent
additional financing for the Darién Sustainable Blepment Program, the first for US$ 70.4
million, approved in December 2002, and the sedontdS$ 17 million, approved in June 2007.
The project was completed in December 2009 withdisbursement of the Bank loans. Its two
most salient design characteristics are that luded pavement of a 134 kilometer section of the
existing Pan-American Highway and rehabilitatiorotier sections of this and other local roads
but, given the specific characteristics of the ipadlea of influence, the Bank decided to embed
these investments in a broader sustainable regi@avalopment program and require that certain
environmental and social protection measures bentgkior to initiating the planned road
improvements. The project’s design and implemeoragixperience in relation to its approach to
the anticipation and management of the potentiactiand indirect environmental and social
impacts of the road improvements, thus, hold imgrdrtessons for the Bank as it continues to
support similar projects in equally challengingtpaf Central and South America.

The project area was characterized by significavepty, especially in rural areas, but
also rich natural resources, including biodiversatyd a number of indigenous communities, all
of which, however, were undergoing significant depenent pressures. Recognizing that the
proposed road improvements were likely to furthexcerbate these pressures, the project sought
“to reverse current trends that are destroyingettwsystem of Darién by instituting the concept
of sustainable development in terms of striking/aasnic balance among human, ecological and
economic factors” and the respective project docunaéfirmed that “progress towards such a
balance will only be possible to the extent thattural and biological diversity can be
safeguarded and promoted.” In an effort to achitese objectives, the project contained five
basic components: (i) land use planning, titingnagement and protection of natural resources;
(i) support to productive activities; (iii) institional strengthening; (iv) rehabilitation of
transport infrastructure, primarily featuring pawarhof part of the Pan American Highway; and
(v) upgrading of basic services.

Implementation delays and cost overruns required extension of the project

implementation period and the supplemental finagpaimentioned above. In addition to two



project completion reports, this operation wasdhgect of an external evaluation. Final project
costs were US$ 125.7 million, representing a 43ydroverrun in relation to the appraisal
estimate of US$ 88 million. Most of the additionadsts were for the road rehabilitation
component, which consumed slightly more than hiHlbproject resources (and 56 percent of
the Bank loan), nearly doubling from an appraistineate of US$ 33 million to an actual cost at
completion of over US$ 63.2 million. The projecs@lttook six years longer to implement than
originally anticipated due to a combination of betigy and administrative problems, including
several changes in the central government, asrthegb was prepared during one administration
and finished three administrations later, and etieguagencies.

Most of the initially planned infrastructure invesints were eventually implemented, but
this was not the case with some of the environnhegma social protection measures. In
addition, even though the project sought to bersgfiall farmers located along the segment of
the Pan American Highway to be paved, increasind lalues and speculation as a result of the
road improvement led to the conversion of manyhafse areas to larger scale cattle ranches,
thereby displacing the poorer smallholders and umohéng the Bank’s efforts to help improve
their livelihoods on a more sustainable basis. @&Wauation concluded that the project made
“important progress with respect to its generaleotiyes...but it did not achieve its full
potential.”

Among the main lessons that can be drawn from tbeg are the following:

1. The project took an innovative approach to anttoqgrand addressing the potential
adverse direct and indirect impacts of a major roagrovement, by incorporating this
investment in a broader multi-sectoral regional allewment operation, which
ambitiously sought to, at the same time, boost econ development, alleviate rural
poverty, and protect biodiversity and other rendeadatural resources. The request for
supplemental financing later observed, however ithaould have been better if the
Bank had supported this program through a multsphset of projects with the first one
seeking to implement the preconditions in terms esfvironmental and social
management and protection, including the requiratitutional strengthening, and the
second financing paving of the highway and othé&astructure improvements together

with the expansion of basic services.



2. No matter how well a complex operation such as phesent one is designed and
prepared, what matters at the end of the day is-hawd how well — it is implemented.
As a corollary to this, it is necessary both to énan in-depth understanding of the
political-economic and institutional context andndynics in which the project will be
implemented and to be able to react quickly ancpiadéectively when unanticipated
events and impacts occur

3. Complex projects like this one, and even simplegrapons in complex and challenging
environments such as Darién, often take longeormesimes far longer — and cost more —
sometimes considerably more — to implement thatiailyi anticipated. However, the
combination of a complex project in a complex arydainic environment will almost
certainly experience substantial implementatiomgeland cost overruns, for which both
governments and international financing agencies st the Bank must be prepared in
advance.

4. Unanticipated (although not unanticipatable) impacf major road improvement
investments — such as the rapid rise in rural laddes and prices, significant land use
changes and increasing land concentration in #reias of influence can “derail” other
project efforts to achieve relevant strategic dfyes, such as “stabilizing the agricultural

frontier,” “fixing” small farmers to the land, angrotecting areas that are rich in
biodiversity, often with perverse (as well as urentpd) environmental and/or social
consequences.

5. More generally, major road improvements (i.e., re@mstruction and/or pavement of an
existing road) in less developed agricultural amdural resource frontier regions are
likely to have significant direct and indirect eronmental and social impacts in their
direct and indirect areas of influence. These ingpaeed to be anticipated and assessed
up-front to the extent possible and appropriategpl® avoid, minimize, mitigate and/or
compensate for them need to be carefully developed properly implemented.
Implementation of many of the necessary environaleahd social management and
protection measures needs to take place prior denteking the road improvements per
se. Controlling land ownership, tenure and usepotecting biodiversity and indigenous
populations and other vulnerable social groups.,(small subsistence farmers, etc.) in

the immediate and more remote areas of influentleeoproposed road improvement will



be particularly important in this regard and shoble a priority in the associated
environmental and social management plans.

. Multi-sectoral regional projects like the presenemeed to be supported by appropriate
national and sectoral policies, and mechanismsdeqaately direct and coordinate
multiple public institutions in different sectorachat different levels of government need
to be in place and function effectively throughptaject implementation.

. Systematic monitoring and evaluation of projecteeially challenging and complex
ones like the one reviewed above, are essentiahriondequate understanding of what
actually happened — and what did not — in relatiowhat was intended and attempted, as
well as with respect to the results and impactthese interventions, both positive and
negative and expected and unanticipated.

. A number of important “loose ends” and “unfinishealsiness” from the project clearly
remain in Darién, which continues to be comparativeoor and to suffer from
insufficient protection of its rich biodiversity dnnadequate support to its vulnerable
indigenous and other low-income inhabitants, paldidy in rural (but also urban) areas,
which are still under (partly improved road-indug@dessure from other economic and
social forces. In short, the sustainable developrokallenge still remains and may even
have become more difficult and complex now thatgheed Pan-American Highway is
in place at least part way through the province.

. This will be even more important should the Pan-Aoan Highway eventually be
extended further to the east and south passingighrevhat is known as the “Darién
Gap” all the way to the border with Colombia, whigbuld thus connect North, Central,
and South America by road, and even further enhandeexacerbate the road’s direct
and indirect economic, environmental, and socigddot in the province. This sparsely
inhabited area, moreover, is even more sensitiom fboth a biodiversity and a socio-

cultural (i..e, presence of indigenous peoples)dytaint.



I. The Darién Sustainable Development Program (PN-01)6

A. Background

According to the Bank’s project document, Dariéhjch is the easternmost province in
Panama, presents a sharp dichotomy: it contam@adlorest population and the richest natural
resources in the country. The province has a laed af 16,671 km222% of national territory)
and a population density of 3.6 persons per .Kts260,000 inhabitants, scattered throughout the
territory, belong to three ethnic groups that alatively distinct in terms of their demographic
dynamics, their cultural heritage and their relasiop with the region's natural resources.
Average monthly family income is 80 balboas, ldsmthalf the national average, and between
59% and 78% of the province's population is clessids "indigent” or "poor."

The province has three different ecosystems: (apstnary around the Gulf of San
Miguel, which provides conditions suitable for memge ecosystems, acacia forests and a rich
diversity of fish life; (b) three mountain rangeghich are home to most of the region's unique
flora and fauna; and (c) the Central Valley, in Biasin of the Chucunaque River (through which
the Pan American Highway was built), and a numbiesroaller valleys that constitute the
region's modest agricultural potenttal.

This meant that the province housed significantiiwersity. In this regard, the project
document noted further that “in recognition of tlegion's natural riches, the Darién National
Park (PND) was established in 1980. In 1981 UNESte€ignated it as a World Heritage Site,
and in 1983 as a ‘Man and the Biosphere Resenveccupies a third of the province's land area,
in the mountains and forested areas along the Go&mborder, and is the largest protected area
on the Central American isthmus. In addition, thevpice was characterized by considerable
socio-cultural diversity, including both indigenoasd Afro-descendant populations, as well as
conflicts over land tenure. In the words of thejgcbappraisal report:

Darién also has an important ethnic and culturaitdge, owing to the presence of the
Embera, Wounaan and Kuna indigenous groups anditieirelations with the Afro-Darién and
immigrant population, who have preserved the calttraits of their provinces of origin. There
are marked differences among the ethnic groups, iandach case cultural characteristics

determine their economic ways and their exploitaiod management of local resources.

! Inter-American Development BanRanama — Darien Sustainable Development Program@Bh6) project document, 2002, pg. 1.
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The ethnic divisions of the population are not inmato conflict, which is generally
associated with land tenure issues. The indigegomgps have laid claim to lands beyond the
Comarcaand immigrant farmers (the principal holders ofdarse, or possessory rights) insist
on a swifter and less costly system of land titlimdpile the Afro-Darien people are apparently
migrating to Panama City and declining in numbessally. There is also a process of
integration, and some areas are becoming moresgiierterms of their ethnic compositidn.

And the province had been subject to significanmigration and new settlement over
the past several decades, reflecting the impaitteoPan-American Highway. Thus, according to
the Bank’s project document, there had been twiindisperiods in Darién’s recent history:

Before the highway was put through, the region comicated by means of the estuary
emptying into the Gulf of San Miguel. There werebi found the major economic activities:
fishing and lumberingMigration inflows (colonization from “old” Dariénpushed up the rivers
from La Palma, the provincial capital, into moreghuctive farming areas in the flatlands along
the rivers. Their population in 19&nounted to 23,000nost of them Afro-Darien people, with
a growth rate of 1.56%

The opening of the highway in 1974&ought a radical change in this pattern and
introduced a direct flow of colonization into thenter of the province, creatind'mew Darién”
with its center at Meteti. The new highway, whichsuclearly over-builf,speeded (sic) up the
process of colonization, and brought about a dcpnt change in the exploitation of natural
resources, the geographic distribution of popufatiand the relationships among the various
ethnic groups. Population grew at an annual ratabolut 4.5%and is currently composed of
immigrant settlersqolonog (45%), indigenous groups (30%nd Afro-Darienites (25%).

To complete the picture, other salient featuresth&f post Pan-American Highway
occupation of the province, according to this répacluded the following:

e Because of the special features of the regionlgr@atesources, which are both rich and
fragile, successive Panamanian governments siré@ H&e designated eight protection
zones for special handling. Some 84f%the province's area is affected by regulatory

restrictions governing the region. Only 16% (258,2&) of the area remains available

2 |bid. pg. 1.

% According to the report, “the highway is over-dim@ned both for current and projected traffic;y2@rs after it was built, traffic on the 100
km stretch from Agua Fria to Yaviza amounts to onl@ #6hicles a day, and is

less than 200 on the Meteti-Yaviza section. Thd is#uilt to a capacity of more than 2,08¢hicles a day.”

“Ibid, pg. 2.
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and unclaimed under prevailing rules. Moreoveryd81,034 ha (9.4% of the area) is
considered suitable for farming or livestock grazithe remainder is forest land, with
428,478 ha (26%tlassed as "productive forest,” 376,123 ha (23%)wasodland and
tree crops,” and 658,515 ha (40%9 protected areas. At the current time, 3¥%he
territory lies in protected areas, but this incigeeoduction forest areas within the PND,
while excluding protected areas such as the SerrdeiCafiazas and the Serrania de
Darién.

The traditional fishing area is located mainly Ire testuary of the Gulf of San Miguel,
which is surrounded by 404 km2 of mangrove swarhps help to sustain the fishing
livelihood of 15 communities. The Gulf itself hasem declared off-limits to commercial
fishing fleets. Its designation, however, beargelitelation to the characteristics of its
existing resources and habitats, and the bandsiémtly ignored.

Only 246 of the 5,441 farms (covering 217,372 hkentified in the 1990 farm census
carry ownership title, but there is a very activarket in possessory rights, which are
easily transferable. This instrument, which is Iggprecarious, typifies landholding in
the region, and is consistent with the patternevhforary occupation that has been
characteristic of the process of forest exploitadod colonization in Darién.

The current land use scheme was not based on arof sensistent, simple technical
criteria appropriate to the province's developmamtext. Resource administration is
thus a complex task and is generally ineffectiiee Tunds needed to enforce it properly
are far beyond the budgets of the National Enviremtal Authority (ANAM) and the
Panama Marine Authority (AMP).

The region has been extensively exploited by foyeshd mining interests, and by the
expansion of farming and commercial fishing. Evem according to the latest
information, 76.1% of the area, largely under ratuforest cover, is considered
“unexploited” and 79.3% is classed under “suitaide.”

The trend toward deforestation is perhaps the m@sous problem. It is estimated that
the deforested area rose from 159,563 ha to 39&a0Between 1980 and 1997...the
greatest problem is in terms of management. Managemians for forest concessions

are ignored. Reforestation efforts are insufficiénis estimated that fewer than 1,000 ha



were reforested in Darién over the period 19679821 The area in forest plantations in

1997 was only 453 ha, despite a costly schemescélfincentives for reforestation.

e In the farming sector, the area in production sdusefficiently. Deforested lots are used
temporarily to grow crops, and are then abandomedraed over to extensive grazing.
Farming practices are traditional and inefficieand focused on low-value crops that are
grown primarily for home consumption and haveditthance to compete on the market.

e The inappropriate use of resources extends tac¢hdish life of the Gulf of San Miguel.
Traditional fishing is unsustainable both in itgeimsity and in the methods used. There is
clear evidence that the estuary’s fishing zoneeisd over-exploited, as reflected in the
volume and size of the catth.

The project document, thus, describes a typicgbi¢ed natural resource “frontier”
situation characterized by rapid and largely unasieid occupation and land use in a setting of
considerable ecological sensitivity and ethnic dhitg. As is also generally the case in other
such regions, and as a direct reflection of theiitipal economy’ there are also weak local
institutions and poor governance. Furthermorehim ¢ase of Darién, local indigenous groups
were characterized by “organizational confusiond axeeded “to resolve land tenure problems,
in addition to strengthening their governing botlissthat they could “play an effective role in
project development.” The precarious governandéenprovince at the time the Bank operation
was appraised is clearly evident from the projepbrt, which affirmed the following under the
general heading of “Institutions, Civil Society,da8ecurity”:

Regional and local administrations are weak, réfigcin part the high degree of
centralization. Although steps have been takenetentralize authority, and local mayors are
now elected by popular vote (the Governor of thaviprce is still appointed by the President of
the Republic), the process is just beginning. Miaikcfinances are shaky and depend to a large
extent on transfers from the central governmerthoagh the Constitution empowers the
municipalities to impose certain kinds of taxegluding forest operation levies. This financial
dependence on national transfers has led to thati@ne of a mechanism for provincial
coordination, but it is apparently not operatiobatause powers have not been delegated from

® Ibid., pp. 2-4.
% For an interesting discussion of this situatiorthia Brazilian Amazon in the 1980s and 1990s, s@geR R. SchneideGovernment and the
Economy on the Amazon Fronti&rvironment Department Paper No. 11, World Bankshifegton D.C., August 1995.
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the national agencies to the local representatiaad, because the provincial and municipal
governments are themselves alseak.’

The project report also describes the existing @adl transport situation in the province
as well as its economic importance and environnheistes associated with its improvement:

The transport system consists of a road network3®7 kilometers with tenuous
connections to a river navigation network and a $emall airports. The road network comprises
five isolated circuits: (a) the CPAhrretera Panamericanahe Pan American Highway], which
runs unpaved for 183 kilometers from Puente Bay@n¥aviza (There are offshoots to both
sides of the highway, totaling 97 kilometers andvaiing access to the production zones. Over
its final stretch, from Canglon to Yaviza (26 krth)e flow of traffic is severely impeded during
the rainy season.); (b) the 35 Kraira loop connecting the villages in the vicindlYaviza; (c)
the 30-km Sambu loop linking the villages of SaBtabara, Garachiné and Sambu; (d) the 22
km La Palma loop uniting this area with Setegant &hepigana; and (e) the Torti-Rio Congo
loop, a branch of the CPA that enters from the Pam/ of Panama. This system is
interconnected with the river network at key posush as Puerto Quimba, Yaviza and El Real.

The features of the transport system serve to muait barrier between “old” and “new”
Darién, which are connected via the stretch ofrrfuem Puerto Quimba to La Palma, and over
the section of the CPA running from Canglon to ¥avi La Palma, the capital of the province
and of “old” Darién, has remained relatively iselhtfrom the “new” Darién and from Panama
City. It stands on the left bank of the Tuira Rivend its connection to Panama City is via the
river to Puerto Quimba, where service is irregalad port facilities inadequate. Transport costs
are relatively high, especially via the small baatt navigate the Tuira River between La Palma
and Yaviza, and also over the poorly maintainedi@es of the CPA and its branches. Yet
expansion of the road network could have an intyexdverse impact by encouraging further

invasion of protected areas, unless proper coramelsnstituted.

" IDB, op. cit.,pp. 4-5. With regards to public safety, in turre tieport observed that “the rising number of pubifety incidents, associated
with domestic turmoil in Colombia, has been atiragtecent attention. Darién has been known adatively peaceful area, with little crime,
and these recent incidents are undermining thegsiliéeling of security, especially when there moeadequate means of communication and
news travels by rumor and word of mouth. In Darigecurity is an integral factor in resource pratectnot only in terms of inspection and
supervision, but also because the dispersed paifesattiement is unsustainable in the face ofdnsty. One immediate effect of the recent
incidents has been the abandonment of some amatisufarly by health and education workers.”

8 Ibid. pp. 6-7. With respect to the river system, in furrstated that “river transport has been the stainof traditional production, which is
concentrated along the river banks, and makes fugawiza and other small ports along the Tuira Riae staging centers. The most important
traditional farming areas, located along the rivEupisa, Tuguesa and Chico, have used this sysierarty their produce to Yaviza and from
there to La Palma via the Tuira River, or to Pan&ity, when the CPA is passable over the Canglon2éestretch.”

11



The report likewise briefly describes the rationfalelDB involvement, giving particular
emphasis to environmental and renewable naturalures management considerations. More

specifically, it affirmed that:

“[...]the proposed operation seeks to reverse curtesmds that are destroying the

ecosystem of Darién by instituting the concept udtainable development in terms of

striking a dynamic balance among human, ecologicel economic factors. Progress
towards such a balance will only be possible toakeent that cultural and biological

diversity can be safeguarded and promoted. Therrpapilems relate to: (a) protecting
natural resources that are of great richness anetyand at the same time very fragile,
and where human intervention to date has been tansakle because of the ways in
which the forest, the soil and the fishery havenbeeloited; and (b) the need to provide
support for people who are the poorest in the aguand whose economic opportunities
under current systems of production are seveneligdd.”

The Darién project, thus, put forward a pioneeriagproach to environmental
management and sustainable development on theofpplrte Panamanian Government and the
IDB. A similar approach would subsequently alsddden by the Bank in two other ecologically
and socio-culturally diverse “frontier” provinces western Panama, Bocas del Toro and
Chiriqui? as well as in the Brazilian Amazonian state ofeditirough a sustainable development
project, including similar components, approvedMay 2002, and following an earlier (1985)
IDB-financed interstate highway investment operatio the region that, in addition to a major
road investment, contained a path-breaking envieonal and social protection componéht.
An examination of the design and implementationeeigmce of the Darién project, thus,
represents an important lesson learning opportunitthe Bank as it continues to engage in
major infrastructure —especially road improvemenprejects in natural resource frontier

regions in South Ameri¢aand elsewhere.

9 See John Redwood IIRanama: Environmental Sustainability Issues for e IDB Country Strategygonsultant’s report for the IDB, July
2010.

10 see John Redwood IIManaging Environmental and Social Impacts of MdjpB-Financed Road Projects in the Brazilian Amazdhe
Case of BR-364 in Acrepnsultant’s report for the IDB, Washington D.Qily2011.

1 Especially in Bolivia, Colombia, Paraguay and Penainly in connection with the South American Regil Infrastructure Integration
Initiative (or IIRSA), which are the subjects ohet case studies in this series.
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B. Project Design

In order to try to reverse the progressive detation of Darién’s natural resources and
recognizing that “the problems at hand will notreadily resolved in the short term because they
require major social, political and cultural adjushts that are to a great extent dependent upon
public attitudes and a public sense of respongjdidir conserving resources and respecting the
law, and upon the political will and capacity ofetipublic sector to put such solutions into
effect,” the project’s declared general objectivaswto contribute to the region's sustainable
social and economic development and to the managemed protection of its natural
resources.” Its visionary, but quite ambitious,csfie objectives, in turn, were to: (i) establish a
effective land use management plan in keeping With area's natural resource features; (ii)
reduce the pace of deforestation and the confbetsr natural resource use, and stabilize the
agricultural frontier; (iii) enhance the capacity the institutions responsible for resource
management; (iv) strengthen managerial and supeywisapacities at the regional, municipal
and indigenous community levels; (v) promote charigehe existing models of production and
natural resource exploitation so as to ensure tlseistainability; (vi) rehabilitate the
transportation system, in a manner consistent th#h_and Use Management Plan; (vii) improve
access for the local population to basic servidesal(h, education, water and sanitation,
electricity and community services); and (viii) cdmate program activities with those of other
institutions and donors.

The underlying project intervention strategy, adawoy to the project report, contained
the following key elements, which, because of tihelievance for other Bank projects in similar
natural resource frontier contexts and facing simibcal political economy, environmental,
institutional and governance challenges, meritadpction in full:

« Continue the process of consultation and consehailding with the community.

This process must be maintained through the mesmmarmf discussion conflict
resolution negotiation forum. The effort must iradudialogue, training, coordination
and delegation of responsibility to the communit€snsequently, the process will
have to be a gradual one, aimed at establishingcdhsensus necessary to ensure

active cooperation on the part of the local popelac

2|DB, op. cit, pp. 12-13.
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o Establish a rational sequence for executing thepgeed projects and activities. In
terms of timing, this sequence must be directest fat strengthening land use
planning mechanisms, protecting resources, andlatgy forestry and fishery
activities, moving on subsequently to improve thedpctive efficiency of those
sectors and of the region's agriculture. In gedgagerms, there must be a balance
struck between promoting the recovery and proteadiofragile areas and supporting
development in production zones, which means tltaviges will have to the
planned in accordance with the economic zones elgfim the Land Use Management
Plan.

e Simplify the criteria for land use management. Bhpervision and control required
to make land use management work can be very ¢cegtigh means that criteria and
procedures need to be established to facilitate dfiective administration of
resources. This includes a more operational defmibf areas set aside for protection
and special management in the province.

e Optimize public intervention. If the needs idermdiby the local populace are to be
met, greater responsibility for public servicesIwibve to be delegated to local
organizations. At the same time, an effective aaddparent system of incentives will
be needed to promote economic activity and to mzenmdirect public sector:
intervention in the supply of goods and services asibstitute for private initiative.
Only in such a context should consideration bemivespecific measures to promote
greater local value added, since otherwise theré lvé a risk of supporting
unsustainable activities that run counter to thedailves of those measures.

e Rationalize the institutional structure and imprawéer-institutional coordination.
The institutional structure underlying public intention in Darién is too complex
and there is no local capacity to absorb the diEs/iof so many agencies, public and
private alike. This is clear in the duplication atwlnterproductive nature of efforts
to date. Greater coordination is needed, since rpablic investments are conceived
with no thought to land use rules, and incentivesmovided for the occupation of

areas that are supposed to be protetted.

3 bid., pp. 12-13.
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This complex project was structured into five comgrats and multiple subcomponents,
the most important of which can be briefly desailp@ith their expected total costs) as follows:
1. Land Use Planning, Titling, Management and Protectin of Natural ResourceqUS$
13.4 million). Instruments would be establishedequlate land use, promote sustainable
resource exploitation, and demarcate and reguldaized ownership “in order to reverse

current trends and modify unsustainable practices.”

a. Regulatory Reform and Program Framework L@y$$ 300,000), consisting

in the amendment of existing regulatory instruméotdand use planning and
managing the forestry and fishery sectof3o. bring about changes to
specific rules and procedures that will ensure $ustainability of the
resources and the economic efficiency of their @xgtion, with due regard to
their social impact.”

b. Implementing the Land Use Management P{®©OT) (US$ 5.5 million),

including: (a) management plans for three propasmtkes: (i) the National
Park and the Serrania de Darién, approximately0BB0ha, including a plan
for coastal management; (ii) Valle del Chucunagaaghly 600,000 ha; and
(i) estuary of the Gulf of San Miguel, approxirebt 400,000ha; and (b)
other areas, specifically: (i) the Hydrologicaldeeve and the Forest of the
Serrania de Cafiazas, (ii) the Hydrological ResangForest of the Serrania
Filo del Tallo, and (iii) the Comarca Embera-Woumaamplementation of
these plans would include demarcation, protectiwh @nservation work and
they would be the product of a consultation andseosus-building process
with the affected communities and civil society.

c. Land Survey, Demarcation and TitlingJS$ 5.7 million), including the

production of aerial photographs and cadastralesisnat the property and
municipal level, over an area of 815,000 ha, caovge8,500 rural properties in
the Darién region.

d. Natural Resource Inventories and ResedtdB8$ 1.7 million). Inventories

would be made of forest and fishery resources, wwbarch would be
conducted on the region's natural resources, “vdtle regard to the

intellectual property rights of indigenous groupsitiuding: (a) forestry

15



2.

inventories on 150,000 ha to be made availabledonmercial concessions;
(b) inventory of fishery resources in the Gulf anSMiguel; and (c) support
for the creation of a scientific center to condacid coordinate research,
taking advantage of the existing local capacityhat University of Panama,
Smithsonian Tropical Research Institute, PanamaicAljural Research
Institute (IDIAP), Panama Institute for AgriculadrScience (ICAP), which is
carrying out research on flora and flora in the PNBd the Panama Center
for Plant Research (CIFLORPAN), which is working dmological
prospecting in the PND. The new center would aiggpsrt ANAM'swork in
supervising and administering natural resources.
Institutional Strengthening (US$ 13.6 million) Under this component, acti\stieere
planned to strengthen the capacity of nationalyipmal and local entities in the region
and support the decentralization process by stnengig the capacity of local public
institutions, including the Comarca of Embera/Wamaand the indigenous congresses.
Further details are provided in the project docurmen
Productive Activities (US$ 3.0 million) to facilitate the restructuring of the klc
economy, enhance its efficiency and sustainabitityd encourage its diversification. It
would complement efforts at land use planning ahdnging the manner of resource
exploitation. Many of these activities would besgty linked to the conveyance of land
titles and the adoption of management plans. Qihgvities would support community
initiatives in traditional fishing, ecotourism, hdorafts and small industry and the
component was expected to integrate and compleatkat bilaterally financed projects
underway in the region.
Transfer of Farming, Forestry and Fishery Technie®@JS$ 1.2 million) by promoting

diversification away from low-productivity farmingctivities, the introduction of
appropriate farming practices in buffer zones, ristoration of forest areas, and the use
of appropriate technology in the fishing sectorinttiudes support through soil studies,
integrated pest management and other key activibediversifying and raising the
technological level of farming, livestock raisingdatraditional fishing. It will be carried

out through cooperative work focused on farms, destration herds, and fishing groups.

16



Critical Areas Management, Pilot ProjéttS$ 350,000) including a system of transfers

for conservation and protection services, in acaoce with agreements to be worked out
in the process of POT consultationsséheme would be developed to provide incentives
or direct grants to small farmers (some 200 famjliwith an average of 10 ha/family)
located in critical areas, to compensate themHerdpportunity cost of conserving and
protecting the forest (i.e. payment for environmaérsiervices). Asa pilot project, this
scheme would be introduced in two priority areantdied by the POT. The incentives
would initially be financed with project resourcdsjt over the medium term with the
proceeds of stumpage fees, and in the longer teom the marketing of environmental
services.

Strategic Activities(US$ 1.45million) involving the provision of support for shha

projects prioritized by local communities duringetleonsultation process and which
would be coordinated with the execution of the nggmaent plans in each area, with a
view to utilizing existing resources in projectified by other donors. Financing would
be provided for strategic activities, including $dality studies, in support of community
and NGO initiatives to improve the productive stune. Among the potential activities
identified were: small-scale projects for convegtiextensive livestock grazing systems
(pursuant to POT priorities); strengthening andsodidating organizations of traditional
fishermen (some 600 fishermen) to manage fishemgzoand feasibility studies for areas
identified as having ecotourism potential (“HeggaRoutes”).

. Rehabilitation of Transportation Infrastructure (US$ 33.0 million) to help reduce
transport costs in producing areas, and encourdgarmiodal operations s&s to enhance
internal mobility for passengers and freight. Itludes staged implementation of an
Intermodal Transport Plan, in coordination with thend Use Management Plan, and
would be carried out in accordance with the StiatB¢an and Environmental and Social
Sequencing Matrix (see below). The component woeltdbilitate, improve or construct
small ports, airports, feeder roads and sectionthefexisting highway and would be
executed in three phases. The first stage wouldileehabilitation and upgrading of the
Puente Bayano-Meteti-La Palma system with the tibgof building “an efficient link
between Panama City and La Palma (Old Darién)eteesthe priority production zone

(Agua Fria-Meteti),” including pavement of 134 krh the Pan-American Highway
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(between Puente Bayano and Meteti), rehabilitaboother roads, and a study on cost
recovery alternatives for transport facilities. Thsecond phase would involve
rehabilitation and upgrading of the Puente Bayaretetf-La Palma system, involving
both (Chucunague and Tuira) river and road trarispmprovements, including
rehabilitation of a second section of the Pan-Aoasri Highway (over some 30
kilometers between Agua Fria and Meteti). Finalhe third stage would consist of the
upgrading of transport systems in the La Palma-Xawarea, including possible projects
on the left bank of the Tuira River, as well asatghtation of another part of the Pan-
American Highway (between Canglon and Yaviza) apdreximately 16 km of local
feeder roads.

. Upgrading Basic Services(US$ 5.6 million) to help stabilize settlement tpats in
producing areas and enhance the well-being ofdbal populace through the execution
of projects that have been identified, prioritizathd coordinated with the local
communities, through the annual operating plansA®OFunding will be provided for
pre-investment and investment in new works, anekpanding, upgrading and equipping
existing facilities. Community support will be pided in the sectors of: education,
health, basic sanitation, electrification, commuiécilities and urban planning, drawing
upon and supplementing existing resources in séot@stment and other projects. This
component would be implemented in accordance weithllcultural norms and the Land
Use Management Pldfi.

Total project costs were estimated to be US$ 88amiland the implementing agency

was to be the Ministry of Economic Policy and Plagn(MIPPE) through a specially created

Program Coordination Unit (PCU). Co-executing agesancluded the Ministry of Public

Works (MOP) for the road and airport infrastructunegprovements, ANAM for the forest

inventory and forestry regulatory management, Lals¢ Management Plan implementation,

natural resource management, and “critical areaséarch and management, the Ministry of

Agrarian Development (MIDA) for land surveys, degsion, and titing and agricultural and

forestry technology transfer, AMP for fishery invenes and regulatory reform, port

infrastructure and fishing zone plan implementatimmd the Program Coordinating Unit (UCP)

for the institutional strengthening and strategitivaties involving water, sanitation, electricity,

1bid., pp. 14-21.
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health, education and urban planning. Both a Prodgeaecutive Committee (CEP) and a Local
Advisory Committee (LAC) would oversee't.

One particularly interesting feature of the projgesign is the “Environmental and Social
Sequencing Matrix” which, together with a “Strate@ilan,” was developed because of the need
to “program investments strategically over time asphce...due to the spatial planning
arrangements for the program...and to anticipate mmimize the environmental impact of
certain investments, such as the rehabilitationtha [Pan-American Highway] and other
infrastructure works.” The Strategic Plan indicathd timetable of activities by “work fronts”
and within each one by sub-zone, and over timelewbin the basis of this plan, the sequencing
of required environmental and social protection amtigation measures is contained in the
aforementioned Matrix “to specify the conditionsathmust be fulfilled before initiating
investments with significant impacts.” This Matrixhich was agreed upon during negotiations
and would be incorporated as an annex to the groperating regulations (any change in which
would require prior Bank approval) and be a conditior approving the annual operating plans,
was also linked to specific performance indicatansl verification methods. According to the
project report, in defining this sequencing, twaels of territorial zoning have been taken into
account. The first includes establishment of tHreéegrated Management Zones: (a) the Darién
National Park and the Serrania de Darién; (b) thke\Miel Chucunaque; and (c) the Estuary of
the Gulf of San Miguel. The second level of zonsulpdivides these three zones into protected
areas or reserves and Sustainable Development Z8D&). Priorities in these areas have been
based on the importance of each area in the regamvironmental and socioeconomic context,
on the risks of disturbance involved in the prograae well as on the indirect effects of
infrastructure investments and on the complemewtaf the various activities and projects.
Using these criteria, three work fronts have beeimdd to determine the spatial sequencing of
execution®®

This document also assesses the project’s soaiaeavironmental feasibility, affirming
that “the recommended operation implies risks ahbe socio-cultural and an environmental
nature. This reflects the difficulty of implemergiactions to supervise areas where the demand
for conservation is still very recent.” However tire view of the Bank’s project team, “the risks

of not proceeding with the program are even gréateraddition, the team believed that the

**Ibid., pp. 25-27.
'8 1bid., pg. 28. Further details regarding each of thesekwones” is provided in the report, pp. 28-29.
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proposed operation presented “an opportunity taezehimportant progress, in terms of both
conservation and the living standards of the intaaité of Darién.” The report also observed that
project feasibility would “depend to a large mea&san compliance with the Strategic Plan and
Environmental and Social Sequencing Matrix whictalesshes the steps needed to avoid the
negative impacts identified in the Environment &wutial Impact Report (ESIR).” It reiterates
that “actions, such as demarcating protected aedsndigenous reservations, land surveys and
title certification, and resolving landholding cbeatfs through consensus-building conflict
resolution negotiation fora, are fundamental to sbecess of the program.” And it argues that
“the sequencing approach makes it possible to defteps that must be met prior to bidding,
together with the performance indicators and weatfon methods for each stretch of the
highway or other works identified as having highBgative impact®

While this spatial planning and sequencing approaduld seem to make sense
assuming they are well implemented and closely rsigeel by the Bank, and the Strategic Plan
and Environmental and Social Sequencing Matrix @esented — or at least summarized in
tables — in Annexes to the project document, tagethth the program’s logical framework, no
summary of the aforementioned ESIR, on which thenRInd Matrix are reportedly based, is

provided either in the main text or as an annekitreport.

[I. Supplemental Financing (PN L-1017)

A. Background and Justification

As observed at the beginning of this paper, aduifi@ank financing of US$ 17 million
was approved for this project in June 2007. Theo@ated loan proposal document aptly
summarized the original project’s underlying stggtand basic approach as follows:

The program provides an integrated approach toeadohg the range of problems that
affect Darién Province. The phased planning andempntation is based on a Strategic Plan
agreed on with the government and an EnvironmemtdlSocial Sequencing Matrix established
to address the environmental and social risks\@stments in the highway that provides access
to the province. The program is fully compatiblettwthe Bank’s policies, particularly with

respect to promoting sustainable development arahgthening governability. Its objectives

7 bid., pp. 38-39.
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include engagement of the population in the pra¥mcocial and economic development, and
conservation and management of its fragile andmathral resource.

The supplemental financing request also observatl ttie Bank project was for an
investment program that required the “completion stfategic activities to establish an
appropriate legal and institutional framework befproceeding with construction of the planned
infrastructure works and basic services.” Givent,trm1999, IDB had no alternative financing
instruments available, a project was preparedititatrporated all of the estimated costs for the
proposed investments, “including rehabilitation s#ctions of the highway, pursuant to the
Environmental and Social Sequencing Matrix agreedar the operation.” It likewise stated
that, had the multiphase operation instrument edistt the time, it would have been “ideal” for
this type of intervention. The new loan proposékrated that the main objective of the original
project was to:

...contribute to the region’s sustainable social aednomic development and to the
management and protection of its natural resourSgecifically, the program in progress
is aimed at reversing the destructive trends affgcthe Darién ecosystem (e.qg.
overexploitation of forests, soil, and fishing resmes), seeking a dynamic balance
between human, ecological, and economic factoractoeve sustainable development.
The improper use of natural resources is due tolable of effective monitoring and
supervision mechanisms, compounded by the complekimanaging the large number
of protected areas (Darién has 70% of Panama’'sgsat areas), ineffective operational
criteria, and the absence of incentives for thetasumble use of resources. These
problems are aggravated by cultural, political, aadial factors inherent to a situation in
which the wealth of resources is in contrast to pueerty of the local populace.

However, there are a number of opportunities taavee these problems: the forestry,

fishing, tourism, and agricultural sectors haveagreotential that can be realized by

improving regulatory frameworks and requiring e#fict allocation of public investments
in basic services and the minimum transportatiérastructure required.

Based on the diagnostic assessment performed &vseethe trend of natural resource

degradation and to create opportunities to impreive well-being of the Darién

population, the following actions are required: ififroduce specific changes in the

'8 Inter-American Development BanRanama — Supplemental Financing for the Darién &nable Development Program (PN L1017) — Loan
Proposal (hereafter, IDBSupplemental FinancingWashington D.C., 2007, pg. 7.
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regulatory framework for extractive sectors; (ijhance the effectiveness of institutions

in charge of natural resources management, andgsren the management capacity of

local governments and civil society; (iii) promatestructuring of the local economy
towards more efficient production systems and &g/ that generate greater value-
added locally; and (iv) orient public spending totvdhe efficient delivery of basic

services and the development of the minimum tramafpon infrastructure required, and
ensure the availability of financing for maintenaht

After restating the project’s objectives (as iraded in the previous part of this paper), the

additional financing proposal highlighted severfalh® lessons learned from the implementation
experience until that time. In addition to reaffing that, had it been possible at the time the
original operation was approved, a multiphase dmeravould have been the more appropriate
Bank instrument to support the program, these tesswluded:

e a high level of involvement by the communities agaernment authorities (the
design process had a high level of participatiamfrthe communities, local and
comarca [autonomous indigenous territory] governments, arai institutions, and
environmental organizations, and their involvemsmngoing) is important;

« the importance of promoting interagency coordirmratietween co-executing agencies
and other donors during project design and impleatiem (a number of meetings of
this type have been held and the implementatiom piegrates actions at the
national, regional, and local levels); and

e activities for the sustainable management of nat@sources at the sub-basin and
subregional level (pilot experiences with foresand silvo-pastoral co-management
are being replicated with great success) shoujort@oted™

Concerning project implementation, the supplemeintading request reported that the

new administration that had taken office in SeptemP004 had confirmed its priority but
requested a change in the principal executing agéyctransferring all projects related to
sustainable development from MIPPE, which had folyndbeen the responsible central
government entity in this regard, to the Ministry the Presidency through the National
Sustainable Development Council (MP/CONADES), wh@ad been “accountable to the Bank”
for project implementation since 2005. It furthebserved that this agency had made

1bid., pp. 7-8.
2 |bid., pg. 9.
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“satisfactory progress,” including in terms of @smpliance with the Strategic Plan and activities
specified in the Environmental and Social Sequaendiatrix. In addition, an evaluation in late
January 2007 had confirmed satisfactory implemanmtadnd had judged attainment of the
project’s development objectives to be “probabléhighly probable.” Beyond this, it affirmed
that “the strategic activities that have been immated satisfactorily include: (i) application of
the Environmental Management Plan for the proviricedemarcation of Darién National Park
and the two indigenousomarcas (iii) development of management plans for Daridgtional
Park, Gulf of San Miguel, and all the protected areas in the ipogy including their
demarcation; (iv) land survey and titling for projes under dispute and areas directly impacted
by the highway (a 10 km stretch of road); and (atitutional strengthening of the National
Environmental Authority (ANAM), the Panamanian Mame Authority (AMP), the Ministry of
Agricultural Development, and the Ministry of Héwmltamong others, in addition to local
governments and civil society...In addition, the ewew agency has complied with its
obligation to deliver annual financial statemenis the program, audited by external auditors
previously accepted by the Barik.”

Despite the successful implementation of the ptajedo that point, additional financing
was found to be necessary in order to completentin@structure works due to unexpected cost
overruns, which, according to the loan proposalduent, were due to the following factors: (i)
increases in the prices of the products, inputd, materials required to complete the planned
works, some of which were delayed initially pendfotfillment of the conditions established in
the program’s Environmental and Social Sequencinatridt (ii) the need to change the
specifications of some projects due to additioegjuirements and soil conditions (factors that
would only come to light during the course of progrimplementation) in order to ensure
compliance with the stated objectives; and (iijerestimation of the costs of program works
(due to the inaccessibility of the province, coatoas incurred higher than expected costs).” The
report argued that these overruns were due to ta@peccumstances beyond the borrower’s

control” and, thus, underlay the Government’s retjfer supplemental fundirfg.

2 |bid., pg. 10. “Strategic activities” (i) through (v), meospecifically, were “planned to mitigate the iedit impacts of rehabilitation of the
highway, ports, and airport in vulnerable areasg¢oading to this document.

2|bid., pp. 10-11. It observed further, for examplet tirathe case of transportation infrastructurejgcts, the cost overruns were due to design
improvements; contracting delays, particularly dections IV and V of the highway, as a result dfifa to comply with the criteria defined in
the matrix; and increases in the prices of hyditomas and materials.”
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B. Objectives and Proposed Use of Additional Financing

With this as the context, the declared objectivehef supplemental loan request was to
“contribute to the sustainable social, institutip@ad economic development of Darién Province
and to the management and protection of its natesdurces. The [additional loan] resources
would target: (i) rehabilitation of the transporvat system to facilitate the internal mobility of
passengers and freight and access to the regiamianner consistent with the current Land Use
Management Plan; and (ii) improvement of accesthbypopulace living along the highway to
basic water and solid waste management serviageqUisuit of this (and the original) objective,
the project would continue to be implemented unideroriginal five component structure for: (i)
land use planning, titing, management, and praiecof natural resources; (ii) institutional
strengthening; (iii) production activities; (iv)habilitation of the transportation system; and (v)
upgrading of basic services. The complete costefdupplementary project was estimated at
US$ 21million, of which the new Bank loan would ditce 81 percent and the Panamanian
Government the remaining U$$ 4 million (or 19 petgebringing estimated project costs as a
whole to US$ 109 million — or a 24 percent increaser the original appraisal estimate — and
Bank financing to US$ 87.4 million, or just over gércent of the total cost. US$ 14.42 million
of the new loan was allocated to the transportatifnastructure rehabilitation and water supply
and sanitation subcomponents (US$ 6.22 million &i8% 8 million, respectively) and the
remaining US$ 2.58 million to other componentsdmplete unfinished activiti€s.

C. Project Implementation and Results

In addition to two project completion repoffsthis operation was also the object of a
final external evaluatioft whose principal findings, conclusions, and recandations will be
briefly summarized below. According to this documeimal project costs were US$ 125.7
million, which represents a nearly 43 percent auein relation to the appraisal estimate of US$
88 million and a 15 percent overrun in relatiorthe re-estimated total project costs (US$ 109
million) at the time the supplementary loan wasraped in June 2007. In absolute terms, most

of the additional costs were for the road rehaitin component, which consumed slightly more

24 Inter-American Development Bankiforme de Terminacion de Proyecto (PCR) Programaesarrollo Sostenible de Dariédyly 30, 2009,
and Inter-American Development Bankforme de Terminacion de Proyecto (PCR) FinanciastmeSuplementario para el Programa de
Desarrollo Sostenible de Dari¢dune 23, 2011.

% Republica de Panamé, Ministerio de la Presidef@imsejo Nacional para el Desarrollo SostenibleNBDES), Evaluacién Externa Final
del Programa de Desarrollo Sostenible de Darién PBSInforme Finalprepared by OTSCORP, SA Optima Technical Serviga$, Panama,
June 2011.
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than half of all project resources (and 56 peradnthe Bank loan), nearly doubling from an
appraisal estimate of US$ 33 million to an actumdtat completion of over US$ 63.2 million,

representing a relative increase of close to 92qmr Project administration and supervision
costs also rose by 85 percent — from US$ 6.1 miltm US$ 11.3 million — over the project

period. In contrast, actual costs for the land oizgtion and environmental protection

component at completion, at just over US$ 9 millitcurned out to be only two-thirds, thus
considerably lower, than estimated at appraisal$(l18.4 million), and final costs for the

institutional strengthening and sustainable pradactcomponents were also lower than
originally anticipated. The most significant chamgeosts in relative terms when compared with
the appraisal estimates, however, was for the k@asiccommunity services component which
increased from US$ 5.6 to US$ 16.2 million, or byeay significant 189 perceft.

The project also took six years longer to implentbah originally anticipated, according
to the evaluation report. Without going into dettiis was primarily because of reasons
associated with “annual budget allocations.” Changecentral government also played a role,
as the project was prepared during one administratnd finished three administrations Iater
and, as noted above, it underwent a change in @rgcagencies in January 2005. Concerning
the latter, more specifically, this report indicatihat “taking into account the institutional
weaknesses in the region, a complex temporarytutisthal arrangement was designed,
including the Program Coordinating Unit (UCP), elithed as a special unit within the Ministry
of Economy and Finance (MEF), coordinated with & imnthe Presidency for matters involving
Darién, which later was transferred to CONADESn# within the Ministry of the Presidency;
the Secretariat of International Coordination (SHQ) the Local Consultative Committee
(CLC), the Executive Program Committee (CEP); dmg international Advisory Committee
(CAI)."#

The evaluation report concluded that the “resauroeested by the State through PDSD
(US$ 125.7 million between 1998 and 2010) defigitehve had positive, significant and
demonstrable results and impacts on the qualitifef(“nivel de vidd) of the population of
Darién, in accordance with the objectives set nut998.” In support of this assertion, the report
states that the poverty indicator for Darién hadrel@sed from 71.9% in 2003 to 52.7% in 2008

% |bid., Executive Summary, pg. Vi.

% There were changes in government in September, B88tember 2004, and September 2009. The progtvepared and Bank financing
approved in 1998 and its final evaluation occuireBecember 2010.

2 |bid., pg. vii. My translation.
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and the extreme poverty indicator in the provined ffallen from 50.1% in 1997 to 21.2% in
2008. In addition, the Human Development Index (HDi the Comarca and Province of Darién
had improved by 18.6% and 16.7% respectively betw2@01 and 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 pawmemkethe Pan-American Highway, as had
been expected®

The project undoubtedly contributed, perhaps sicgmitly, to these improvements.
However, the report itself does not provide specdvidence to prove that the observed
reduction in poverty levels and improvement in #iBIl in the province during the years
considered were, in fact, primarily the result @bjpct-financed basic services, nor does it
demonstrate the extent to which increased econaaticity was actually the result of pavement
of the road, as opposed to by other, non-projextbfa, or some combination of the two. This
would require a more systematic assessment ofittks (or lack thereof) between specific
project investments and induced economic activity 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
consideration other investments and interventignsdih the public and private sectors that may
also have contributed to these positive changg®werty levels and the HDI values for Darién
over the course of the project period.

Thus, there is a serious potential “attributiondblpem with these assertions — i.e., the
extent to which the improvements in poverty lewaisl the HDI can actually be attributed to the
actions taken under the project, as compared witkero(i.e., non-project) factors and
interventions, cannot be readily determined. Theoredoes observe, however, that “despite
these accomplishments, Darién anddbmarcasare still among the poorest regions in Panama.”
And it states that, “[while] the PDSD has demortstiathe feasibility of achieving significant
impacts in a region...it is necessary to continuesghefforts. It should be mentioned that a
general goal of the Program wis bring Darién’s indicators closer to the respectnational

mean values, which it has achieved, but this issoéftcient.”

2 bid., pg. vii, emphasis in the original.
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More significantly — and also more worrisome — framsustainable development
perspective, it affirms that project achievemenithwespect to the protection and sustainable
use of natural resources were “less impressiveieffos contundentgsNor was it possible to
conclude that “the agricultural frontier had stet@tl when cattle ranching has had a rate of
increase 10 times higher than the average for thumtcy and the total area in pastures has
increased above that considered appropriate iute; land conflicts have grown; the tendency
for intervention in protected areas has improveghlly but some of them have decreased in area
and others, such as the Serrania de Cafazas aRébtl@ngo-Cucunati wetlands, are no longer
‘protected areas’; the land titling has been a es€@s a judicial instrument but its social and
economic impact is questionable, as the small leexupiers (los pequefios posesionarigs”
have not been converted into owners and farmersvas expected and an intense land
speculation process has been generated.” It goés add that “at the actual land prices along
the Pan-American Highway, small-scale agricultsenot financially viable” and that “land
prices have increased more than five times inioglab 1998.%° Thus, it would appear that one
direct impact of paving the road — which should have been unexpected -- was to increase
land prices in its immediate area of influence andll likelihood, drive out rather than help to
settle existing low-income rural inhabitants.

The evaluation concluded that the project made tirtigmt progress with respect to its
general objectives, especially in improving the fared of Darién’s population, but it did not
achieve its full potential.” These shortcomingscading to the report, were due in good
measure to three factors: (i) some objectives wetdeasible or realistic; (ii) the complexity of
the implementation scheme and government managdfiggstion del gobierng; and (iii) to a
lesser extent, the performance of the Executing Wiih regard to the first factor, for example,
it noted that the objectives of the sustainablepction support component were “very difficult”
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 titing 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 ofaekte activities based on the regional

economy (such as forestry and fishing) was notleiabthe prevailing political and institutional

% |bid., pp. vii-vii.
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context. With regard to the second factor, applcadf various instruments considered essential
in project design, such as the land use managepiantand the environmental and social
sequencing of project interventions, among othehsch 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, B€U was unable to overcome the aforementioned
obstacles to better inter-institutional coordinatiovhich was considered “critical” for overall
project succes¥. The report then proceeded with a component-by-corapt assessment.

Concerning the strategically importalnand Use Planning, Titling, Management and

Protection of Natural Resources component, the evaluation report concludetgr alia, that:

e« The project was not able to establish an adequedalatory framework for the
forestry sector largely because of the lack oftpali feasibility to reform the national
norms, which affect many interests, ranging fromigenous communities to large
forestry enterprise, in different ways.

e The implementation of the Land Use Management Rishindispensable to organize
(“ordenar”) the occupation and use of the territory and prentbe sustainable
exploitation (aprovechamiento) of the resources. For this reason, the projectiadvo
finance the preparation and initiation of the exmeuof a series of management
plans for the protected and other special manageareas, which would serve as
guidance for management by ANAM and other pertimg@ncies.

e There is no specific evidence to show that theaegphre under execution with the
exception of the management plan for Darién Natidterk (DNP), even though
ANAM and the other institutions have implementedmas activities that are part of
such plans. The DNP plan served to help bring abodebt for nature swap with
USAID and is being implemented by Fundacién Natura.

o Land use tendencies within the protected areas tlaecteristics similar to those in
the production zones [i.e., where cattle raisinghishates even in those areas with
greater aptitude for agriculture].

¢ One of the premises of the project in order to obdate the territorial organization is

the definition of the legal status of the land, kiéeg to stabilize rural productive

* |bid. pg. 4. My translation.
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activities in well defined zones, attempting to i@vthe conflict in land use and
facilitate access to basic services. Another pseni$ to prevent and mitigation
possible land conflicts due to the ethnic segmentadf the population since the
indigenous peoples claim additional lands in then@aa, and settlers claiming land
occupation rights seek titles to the areas theypg@s quickly and inexpensively as
possible, and the agencies have the obligation uaragtee the preservation of
protected areas which are of both strategic andrgéfpublic] interest.

e From the adjustments that were made to the LandNlm@agement Plan, one can
conclude that the Protected Areas near the pramluzttnes ended up giving up land;
this was clearly connected with the expansion ofoagnching activities; and
affected the internal and external ecological cetiméy in the province and
interrupted the longitudinal corridors that wouldsare the passage of species across
the isthmus. The protected surface has incredsedhis is located in isolated zones
where the risk of intervention is lower, thus thetpctive function of the National
Protected Area System (SINAP) is at a disadvanthge to the expansion of the
agricultural frontier and the zones of greater sthe area of influence of the Pan-
American Highway.

e The result of the analysis of land use in relatmithe objective of the component in
the sense of ‘consolidating a land tenure patteshguarantees the necessary security
to promote its sustainable management’ denotesexdpious” result from the point
of view of sustainability. Even though the physitatgets of the component were
met, judicial security has not been a means toeaehenvironmental sustainability,
nor, in all likelihood, economic sustainability senthis system has incentivized a use
[i.e., cattle raising] where surely the soil is pobductive.

e The land cadastre and titling component, withoatlyaing the “dynamization” of the
market and its negative effects on the sustainglofi the province, has been in the
wrong lane (tontravid) with respect to the purposes and goals of thogmm?>?

In short, it can be concluded that implementatibithes component, which is the most

important one from an environmental management andtainability perspective, was

problematic and its results were far from univdysabsitive. Efforts to organize and control

%2 |bid.,pp. 5-31.
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rural land use, as well as to mitigate some ofitldeced development impacts of the pavement
of the Pan-American Highway, were only partly swsstel at best, leading, among other things,
to increased occupation of parts of the plannedepted areas, thus resulting in their loss of
land, and interrupting important biodiversity cdots. Land titling activities, in turn, seem to
have backfired in relation to their intended ohjextof fixing small farmers to the soil and
securing their land tenure, leading instead tcstile and concentration of land holdings and their
conversion from agricultural use to larger-scal#leaaising. These effects seem to have been
particularly present in the areas closest to thgrageed Pan-American Highway itself, where
land values and prices increased most significaftgm this standpoint at least, the project
appears to have had very disappointing outcomes.

With regard to thdnstitutional Strengthening component, the report affirmed that the
project undoubtedly helped “many public sector aggnin Darién to improve their installations
and equipment, which has facilitated their day-&y-dperations. However, it did not achieve its
institutional objectives, even though these obyaestiwere difficult to achieve.” Three factors
seem to explain much of the “deficient results amgacts” of this component: (i) it was
excessively optimistic to assume that a regionagmm, under the authority of an Executing
Unit which was a dependency of a National Ministguld introduce significant institutional
reforms in the regional dependencies of strongiytredéized ministries, where nearly all the
decisions are taken at the central level and thmmal offices only implement instructions with
minimal autonomy; (ii) despite this excessivelyiopstic assumption and the weakness of the
agreements among the Ministry of Economy and Fieamz the national executing agencies for
the project, the annual action plans were poorlyntdated and the PCU did not provide the
instructions or support necessary for their adeguaplementation; and (iii) apparently there
was a difference in the interpretation of the congd’'s objectives, which meant that even
though outputs were achieved successfully, the retbsresults and impacts were not
considered?

In relation to theproductive activities component, it stated that the project’s objectitce “
orient local production toward economically and iemvmentally viable practices was too
ambitious, optimistic, difficult, or simple infedde.” It added that “the economic development

problem of Darién has the same basic charactexisscmany other regions of Panama and of
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many other countries: producers require subsidigguarantee the financial feasibility of some
economic activities, especially in the agricultigector and even more when one seeks to
establish ‘sustainable’ agriculture which for cosasons is not competitive in the market or
which generated public benefits that are not apjmatgal by private farmers. In Darién, as
elsewhere, in the absence of subsidies that ingeatthe use of environmentally sustainable
practices, the producers have opted for one obtilg feasible activities: cattle raising. An
effort was made [under the project] to find envimantally sustainable models, but they were
not financially viable and there was no policy taka them so, which would imply the need for
important subsidies.” Despite this problem, theoreprecommended that “the pertinent
institutions [including the Agrarian Development i&itry and ANAM, among others] should
continue to investigate the integrated (i.e., emvinental, economic, and financial) feasibility of
the production models proposed; “otherwise the stment of public resources implemented by
the project [through this component] would be lo&t.

With respect to theransport component, in turn, the evaluation report foundoam
other things, that the implementation problems rthtl prove to be an obstacle to obtaining the
principal desired resylivhich was to facilitate mobility of the populatiavithin the region and
its connection with Panama City, while reducinggaort costs between the capital and Meteti
“with effects on almost all of the transport netwdrt goes on to observe that this result “has

undoubtedly had the anticipated impact: a significacrease in the economic activity the

area. In spite of the scarce availability of infatron concerning this impact, the growth of
commercial activity along the Pan-American Highwayd in Meteti is evident, which is
reflected, for an example, in an annual increasmafe that 10% in the energy demand in this
zone.” In addition, the cost of freight had fallbacause of the decrease in vehicle operating
costs, which “has been a source of growth in tiealleconomy, as was expected.” In summary,
according to this document:

Pavement of the Pan-American Highway, as a subcoerp has fully achieved the
expected results and impacts, even though at ategremst than projected due to the
implementation problems. For the rest of the suljmmments (ports, airports, and other roads) the

results and impacts are not evident. The inforrmatieeded to reach a definitive conclusion is

% Ibid., pg 48. It also said that, “if the ‘agriculturalofitier has surpassed its sustainable [i.e., hgldaapacity and is incurring high

environmental costs, the most immediate solutiaihésapplication of the Land Use Management Plaargthe improbability that an adequate
economic policy is approved and implemented in #gearian sector oriented effectively to incentiviee production of crops and to
disincentivize cattle raising.”
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not available but the evidence puts in doubt tlabdiity of some projects like the airport of La
Palma, the installations of Puerto Quimba and ibe qf Yaviza. The access roads are probably
stimulating land occupation“l@ intervencion de areas) without improving agricultural
production. The lower transport cost for the fanesector has encouraged [timber] exploitation
in less accessible areas, but precisely to mitighie impact the components for land
management and institutional strengthening of ANMgre formulated. On the other hand, the
paving of the Pan- American Highway, together widnd titling, have contributed to the
increase in land prices along the road and to tineect process of land speculation and tenure
concentration, for which they regulatory measum@esetbeen weak’.

And finally, concerning théoasic services component, the report concluded that, even
though it did not completely achieve some of itatstgic objectives, it “undoubtedly registered
significant advances in the expected improvemernhécoverage and quality of the services.”
More specifically, it observed that the componeldt miot manage to finish the potable water
system associated with the Pan-American Highwatherentire coverage of electricity for the
public installations (schools, health centers, aachmunity centers). Nor were all the medical
personnel required in order to improve the delivefyhealth services assigned, while the
education level of the population less than 17 yefrage remained below the national average.
This notwithstanding, it affirmed that the projettontributed with key investments and
interventions in each sector and the sectoraltutgins complied with their functions to bring
the region closer to the levels of service in test 0f the country. As a result, the coverage of
potable water and electricity increased signifibgrds did life expectancy at birth and the level
of education ‘Qivel de escolaridad’ of a critical group: youth less than 17 yearsagé who
complete primary education and go on to the seagnieael.” It likewise asserts, but without
providing concrete evidence to support this claimdentifying other non-project factors that
may also have contributed to this result, that ‘dohievements of this component have been
essential to improve the indices of poverty in Bayia fundamental objective of the prograth.”

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

e The dynamics generated in the commerce of landda®et effect of the road and the

process of land cadastre and titling are creatirggdonditions for the agricultural

% Ibid., pp. 51-52. Emphasis in the original.
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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 designated for sustainable dewwtap 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 intereantin the Protected Areas.
Information limitations do not permit a clear pictwf the status of all the protected
areas in the province, but that available indicéttespersistence of processes that not
only obey only the expansion of the agriculturdysstence frontier but also the sale
of properties for the purpose of extensive cultosat

In the opinion of residents of the province, thédestation process has not stopped,
the weakness of ANAM continues to be one of thdofacthat contribute to the
uncontrolled extraction of timber and the most nrtderest 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 theioral average between 1992 and
2000; its deforestation rate was 1.74%, while tbathe country was 1.12%. For the
2001-2008 period, this tendency has continued énatteas outside the [indigenous]
Comarcasand Darién National Park.

In summary, it can be concluded that: (i) the paogmet its objective of improving
the welfare of the population of Darién with redptr the national averages even
though it continues to be among the poorest regiotise country; (ii) with respect to
the objective of protection and sustainable uséhefnatural resource, in particular
stabilization of the expansion of the agricultuir@ntier, the exploitation of coastal
and marine resources, the intervention in protecdeshs and the tendency for
deforestation, the achievement have been modesgxpected stabilization has not
occurred even though the tendency for deteriordtms been reduced in some cases,
and the impacts of land titling have not been thibsé the program hoped for with
respect to the sustainable use of natural resaurtls project did not achieve all its

potential and would have had more significant intpad it had had better
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implementation results and had complied with thedttmons stipulated in the logical

framework®’

[1l. Lessons and Recommendations from the External Evadition

According to the evaluation report this project @@ted “numerous lessons that should
be assimilated by the diverse actors in the pubdictor and in the Bank independently of
whether they repeat this type of operation (i.est@nable development programs), since they
are related to the quality and impacts of publteivention in all sectors.” Among these lessons

and recommendations were the following:

e The basic objectives of the project continue tovakd. The project had significant
advances but it is necessary to continue this ggoce

e The utility and applicability of the mid-term reweof the project should be a lesson
learned. The modest results of the land managentéimg and protection and
environmental management component, in relatiorthe production zone, were
identified in that evaluation, but the recommenaladi oriented toward preventing the
impacts that are now being registered were notrpwated in what was left of
project implementation. Even though the desiredpuist were obtained, the
sustainability that the project proposed was nbtea@d.

e The accelerated transformation of the productionegzoexclusively toward cattle
raising, in conflict with the recommended land udespite the warnings in the
analysis, should be studied in greater detalil.

e The poor [rural] population of Darién, to which thmject was directed, on the one
hand, improved their quality of life, but on thehet is now submitted to an
accelerated land market that is displacing it ® @inban centers. Joint actions are
needed by the pertinent institutions to analyze pregent alternatives in relation to
the implications and impacts of this process thaiursuit of the legitimacy of private
property can generate social impacts and transtobenpattern of natural resource use
in the wrong direction“¢ontravia”) regarding the environmental requirements of

Darién.

¥ Ibid., pg. 75.
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e ANAM needs to strengthen the process of formulateomd execution of the
Management Plans of the Protected Areas. The teahrguidelines for the
elaboration of the studies are not congruent eithéerms of time or costs to obtain
the desired resul§.

While, undoubtedly positive, the actual extent led direct and indirect impacts of the
project in terms of the welfare of the populatidrDarién, as identified in the evaluation report,
can be questioned because that assessment digkeatther contributing factors taking place at
the same time into account, including what was oaoy with the macroeconomic situation in
the country more generally. There can also be ndbdthat pavement of the Pan-American
Highway in Darién under the project did have — @ndbably continues to have — important
direct and indirect environmental and social resuibth positive and negative, including some
that were largely or totally unanticipated in theamte impact assessments. The rapid increase in
land values and prices — which should have beereat@p — in the area of influence of the
improved road and the associated change in local land use from predominantly small-scale
subsistence agriculture to larger-scale and beibgitalized cattle ranching, as well as the
associated expansion of the agro-ranching fromier areas slated for formal protection, in the
process maintaining high the provincial deforestatiate,, are just some of the more significant
of these impacts, especially in view of continueshiv public sector institutional capacity (e.g.,

ANAM) and poor inter-institutional coordination.

IV. Conclusions and Lessons

In addition to and beyond what is stated abovegchyhfor the most part, is extracted
directly from the Bank’s project documents, patacly the very interesting and quite detailed
final external evaluation report, several otheribasnclusions and lessons can be drawn from
the Darién Sustainable Development Project expegiemhese are also of direct relevance for
other major road improvement projects in tropicalunal resource frontier areas characterized
by a high level of ecological diversity and/or secultural sensitivity.

1. The Darién Sustainable Development Project tankinnovative approach to

anticipating and addressing the potential adversectdand indirect impacts of a major road

% |bid, pp. 91-92.
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improvement, by incorporating this investment ibraader multi-sectoral regional development
operation, which ambitiously sought to, at the saéime, boost economic development, alleviate
rural poverty, and protect biodiversity and othenawable natural resources. The request for
supplemental financing later observed in retrosgedtit would have been better if the Bank had
supported this program through a multi-phase seprofects with the first one seeking to
implement the preconditions in terms of environmaéaind social management and protection,
including the required institutional strengthenirepnd the second financing paving of the
highway and other infrastructure improvements togetvith the expansion of basic services.

2. Perhaps the most important general lesson sfpifuject experience, however, is
that no matter how well a complex operation sucthaspresent one is designed and prepared,
what matters at the end of the day is how — and weilv— it is implemented. As a corollary to
this, it is necessary both to have an in-depth rtstdeding of the political-economic and
institutional context and dynamics in which the jpod will be implemented and to be able to
react quickly and adapt effectively when unantitgpleevents and impacts occur

3. Complex projects like this one, and even simmperations in complex and
challenging environments such as Darién, often takger — sometimes far longer — and cost
more — sometimes considerably more — to implemiean tinitially anticipated. However, the
combination of a complex project in a complex agdainic environment will almost certainly
experience substantial implementation delays astiaeerruns, for which both governments and
international financing agencies such as the Banktrne prepared in advance. Implementation
delays are also particularly likely to occur — asswhe case with the present project — when more
than one government administrations are involvédnong other things, such delays and cost
overruns have significant (negative) implicatios the ultimate economic viability of such
investments and this should always be reasses$gdrecalculating economic rates of return
based on actual costs and timing of benefit flowscampared with the appraisal estimates —
upon project completion.

4. Unanticipated impacts of major road improvemewestments — such as the rapid
rise in rural land values and prices, significaahd use changes and increasing land
concentration in their areas of influence, as sn[ftarién case — can “derail” other project efforts

to achieve relevant strategic objectives, suchssabflizing the agricultural frontier,” “fixing”
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small farmers to the land, and protecting areasdbarich in biodiversity, often with perverse
(as well as unexpected) environmental and/or scoiasequences.

5. More generally, major road improvements (i.eewn construction and/or
pavement of an existing road) in less developettalgural and natural resource frontier regions
are likely to have significant direct and indirectvironmental and social impacts in their direct
and indirect areas of influence. These impacts hed&e anticipated and assessed up-front to the
extent possible and appropriate plans to avoidjmize, mitigate and/or compensate for them
need to be carefully developed and properly implaes Implementation of many of the
necessary environmental and social management iEtelcpon measures needs to take place
prior to undertaking the road improvements perCGantrolling land ownership, tenure and use
and protecting biodiversity and indigenous popalaiand other vulnerable social groups (e.g.,
Afro-descendants, small subsistence farmers, gtdhe immediate and more remote areas of
influence of the proposed road improvement will gaaticularly important in this regard and
should be a priority in the associated environnlearid social management plans.

6. In view of the above considerations, the twosghapproach recommended in the
Bank’s loan document for additional financing fbetDarién would appear, indeed, to be the
most sensible way to proceed — i.e. to ensurethigatequired safeguard measures are firmly in
place in advance of any major road improvementsTikialso important because physical
investments, such as the construction or upgradfrtgansport infrastructure, especially major
roads, while perhaps challenging from an engingestandpoint, nevertheless tend to be easier
to implement — and generally also count with mucbrngier local and national political support —
than “softer” interventions such as land use plagniegulation, and control, support to pro-poor
productive activities, and environmental and sopratection and management measures more
generally, especially those involving global pubfjoods such as biodiversity or vulnerable
ethnic and other minorities who also tend to bermgrtbe poorest local residents.

7. Multi-sectoral regional projects like the preseme need to be supported by
appropriate national and sectoral policies, andhaeisms to adequately direct and coordinate
multiple public institutions in different sectorsdat different levels of government need to be in
place and function effectively throughout projenpiementation.

8. Systematic monitoring and evaluation of proje@specially challenging and

complex ones like the one reviewed above, are gab&or an adequate understanding of what
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actually happened — and what did not — in relatmwhat was intended and attempted, as well
as with respect to the results and impacts of tirgseventions, both positive and negative and
expected and unanticipated. More importantly, theynecessary in order to help replicate good
practice and successful outcomes and to avoidame gitfalls and/or making the same mistakes
in future development projects having similar objexs and/or taking place in similar
circumstances and/or contexts. However, these bluassons also need to be carefully and
systematically incorporated into the design ofvaig future projects.

9. A number of important “loose ends” and “unfireshbusiness” from the project
clearly remain in Darién, which continues to be panatively poor and to suffer from
insufficient protection of its rich biodiversity dnnadequate support to its vulnerable indigenous
and other low-income inhabitants, particularly ural (but also urban) areas, which are still
under (partly improved road-induced) pressure faihrer economic and social forces. In short,
the sustainable development challenge still remaims may even have become more difficult
and complex now that the paved Pan-American Highway place at least part way through the
province. The Bank should, thus, seek to continuleelp the national and local governments in
the province, in close consultation and collaboratwith the affected communities, to move
forward in its efforts to achieve environmentaltydasocially sustainable development.

10.  This will be even more important should the Ramerican Highway eventually
be extended further to the east and south padsinggh what is known as the “Darién Gap” all
the way to the border with Colombia, which wouldighconnect North, Central, and South
America by road, and even further enhance and exaiee the road’s direct and indirect
economic, environmental, and social impact in tmevimce. This sparsely inhabited area,
moreover, is even more sensitive from both a bedity and a socio-cultural (i.e., indigenous
peoples) standpoint.
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