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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 therdamerican Development Bank in
managing the environmental and social impacts r&etiTechnical Cooperation and one lending
projects in connection with improvement of the Bddbcoa road in Colombia, and presents
lessons and recommendations on how such impactsbean be identified, assessed and
addressed in large ecologically sensitive and soglturally diverse 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 Vera Lucia Vicentini and idada Cunha. Editorial support was
supervised and provided by Gabriela Infante and ldawken.
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Executive Summary
The IDB has approved four projects in connectiothwnprovement of the Pasto-Mocoa

road in Colombia. The first is a US$ 1.45 millioechnical Cooperation grant (CO-T-1038)
associated with the final design and environmdigahsing for construction of part of this road,
approved in November 2006 and signed the next mamith which, as of December 2011, was
apparently still under implementation. The secand US$ 145,000 Technical Cooperation grant
(CO-T1142), approved in May 2008 and completed ard¥t 2009 to help Corpoamazonia (the
Corporacion para el Desarrollo Sostenible de la Zon&) to engage key stakeholders in the
design and implementation of sustainable consenvadictivities in the Alto Mocoa Forest
Reserve. The third is a US$ 100,000 grant for arotechnical Cooperation project to provide
Productive Development Support to Indigenous Peoplethe Sibundoy Valley, (CO-T1166),
approved in October 2008 and also ongoing. Thelicamd final one to date is a US$ 53 million
loan (CO-L-1019) approved in December 2009 andesign May 2010 for the San Francisco-
Mocoa Alternate Road Project — Phase I. As of M@¥2 or nearly two and a half years after
the loan was approved only US$ 5.3 million havenbdisbursed for this operation, largely as the
result of difficulties in complying with the effegeness conditions. It has been subject to a claim
by indigenous groups to the Bank’s Independent Gltatson and Inspection Mechanism.

In seeking to identify, assess, and address emieatal and social impacts of a new
road construction project along a major proposddréucross-continental intermodal transport
corridor, the approach supported by the Bank, oliolyi a Regional Environmental Assessment
(REA), has many positive elements, but also a feartsomings. The real test, however, will
come with the actual construction and pavemenhefriew 46 km “alternate” road between the
towns of San Francisco and Mocoa and implementatiothe proposed environmental and
social measures to be carried out in advance oparallel to it. If implemented as planned, over
the next few years this new road will significantlggrade the remaining precarious section of
the larger Tumaco-Pasto-Mocoa-Puerto Asis highwagted within a complex and dynamic
Andean-Amazonian region in southern Colombia nbkarkorder with Ecuador, as well as its

ongoing “operation” over the coming decades.



While the economic feasibility of this costly roedprovement project can be questioned
given the volume of additional traffic expectedlie generated, it will be essential that the
actions described in the corresponding Environmemd Social Management Report (ESMR)
are properly implemented and that this process imdesults are carefully monitored and
supervised by both the Government and the Banlks 3tould include arrangements to identify
and monitor possible indirect environmental andasoaltural impacts of the new road, as well
as of the improved transport corridor connectiorrergenerally, including those resulting from
induced settlement and economic development, beyasdvell as within, the area that was
studied as part of the REA. Should there be nonptiamce with the Bank’s safeguard (or other)
requirements, it is equally essential that adeqetdps be taken to remedy this situation in a
timely manner.

Beyond these general conclusions and without regeétssons from other case studies
in this series on the environmental and social mament of major Bank-financed or assisted
road improvement projects in tropical frontier areBolivia, Brazil, Panama and Peru, the
following additional ones can be drawn from thesprd exercise:

1. IDB project documents, especially Loan Proposalepukl provide greater
information about the associated environmental asdcial management
arrangements, including maps of the affected areas.

2. The project’'s direct and indirect area of influerfoe purposes of potential direct,
indirect and cumulative environmental and socialpaet identification and
remediation should be explicitly defined and intikch in Bank Loan Proposals,
together with a clear explanation as to how thémavas determined.

3. In cases such as the present one in which a prdopSsategic Environmental
Assessment (SEA) is subsequently substituted by egioRal Environmental
Assessment (REA), the Bank should clarify in theregponding project documents
why this occurred, as this decision concerns im&gbion of its environmental and
social safeguard policies.

4. In addition to questions regarding the spatial scagb the REA and resulting
environmental and social management plans, thgreasipo have been substantive
and geographical limitations on this exercise; pbéd cumulative impacts on

environmental quality, other than with respect idiversity, do not appear to have



been considered, for example on water quality aoidl degradation, while the
assessment of potential social impacts seems te baen largely restricted to
possible effects on indigenous communities.

. The REA'’s description of the present nature of phgject’'s area of influence as a
dynamic, complex, and problematic active resourggicaltural frontier zone
characterized by low governability suggests thatilitbe very difficult to control the
additional “development” pressures likely to beuodd by the road improvement,
together with other interventions, especially al#sthose areas proposed to come
under expanded and strengthened environmentalgticote

. This suggests that what is required is a much lenolathger-term regional sustainable
development project, in which the road improvemisrjust one component; such a
project should includeinter alia, considerable strengthening of local institutions,
including department and municipal governments@es, as well as effective land
use controls, forest, biodiversity and other enwinental protection measures, and
the promotion of alternative livelihood activitiésr the affected populations. In
short, it suggests the need to take a multi-selcspitial approach to development of
the “economic corridor” formed by the Tumaco-Pdstoeoa-Puerto Asis axis as a
whole, such as that taken in earlier Bank-supponegor highway improvement
projects in Bolivia, Brazil and Panama. Howevekirtg a broader multi-sectoral
approach has been made more difficult as a resthiedBank’s reorganization, which
has had the effect of complicating cross-sectomllaloration internally and
supporting multi-sectoral projects.

. This is clearly a high risk Category A operatioonfr the standpoint of its potential
adverse environmental and social impacts, as weating that has involved very high
transaction costs with a broad range of client tguiand some international)
stakeholders in both government and civil socidiyis being the case, the Bank
needs to provide adequate financial resources, geament support and other
incentives for the sector staff who are engagesiich operations.

. The Bank should likewise ensure that all signifidasues and changes in design that
arise, including as a result of interactions wither stakeholders, during project

preparation and the same for those that occur glumplementation are properly



documented, so that the experience gained andnegkat emerge from how these
issues were handled can be made available forahefib other Bank staff and clients
to help guide the planning and implementation/supeEm of similar operations in
the future.

l. The Pasto-Mocoa Technical Cooperation Project (CO-TL038)

This operation, which was reported to involve angmaf US$ 1.45 million and has an
anticipated total cost of US$ 2.8 million, is désed on the Bank’s external website as
supporting “the updating of the feasibility and eammental studies and also the execution of an
environmental strategic assessment and the revigiothe engineering designs in order to
prepare the program for the execution of the ptdjés of July 31, 2011, roughly US$ 1.231
million of the grant had been disbursed with a bedaof a little over US$ 219,000. The source
of this grant is the Fund for Initiatives for Regab Infrastructure Integration (also known as the
“Fundo IIRSA™). IIRSA, or the South American Regional Infrasttue Integration Initiative,
was created in 2000 during the first meeting of tBoAmerican Presidents convened by then
Brazilian President, Fernando Henrique Cardosd) e declared objective of promoting the
development of “integration infrastructure” to inase the region’s competitiveness and generate
sustainable and equitable socio-economic developiriene IDB, together with the Andean
Development Corporation (CAF) and the Plate RivasiB Financial Development Fund
(FONPLATA), were asked to jointly constitute thechaical Committee to provide support to
this Initiative. As both a preliminary “Profile” @na more definitive Operations Plan for this
project are available, and there are some signific#ferences between them, it is useful to
briefly examine each one to see how the desigmisfihteresting Technical Cooperation (TC)
operation evolved prior to its approval.

A. The Profile
The Bank’s “Profile” for this non-refundable TC gtaaffirms that “the Colombian

Government, seeking to develop the southern parthef country through commercial and

! Curiously, however, the respective Bank Operatielam and Technical Cooperation Agreement for phigect both refer to a Bank grant of
US$ 1.3 million, so it is not clear what the aduhitll US$ 150,000 reported in the Bank’s electravebsite refers to or what exactly it finances.
2 Or more formally as the Bank’s Fund for the Firingoof Technical Cooperation Operations for Regidnfxastructure Integration Initiatives
(FIRII).

® See Inter-American Development BamkNew Continent under Construction: A Regional Aggh to Strengthen the Infrastructure of South
America — Regional Infrastructure Integration lative for South America (IIRSAWashington D.C., 2006. For more on the IDB’s rivle
IIRSA, see Inter-American Development Bahks Diez Afios del BID en IIRSA 2000-20Washington D.C., 2010.
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economic integration with its neighboring countraasd to facilitate access to the Pacific, has
prioritized, in the context of IIRSA, the ‘Tumac@fo-Mocoa-Puerto Asis-Belém do Para
Intermodal Transport Corridor,” which is part ofs itAmazonas Axis®” This is a true
transcontinental east-west undertaking as Beléthasmajor port city near the mouth of the
Amazon River, with the Brazilian portion of thisrador, thus, being formed by parts of this
vast river system itseff. This axis or “hub,” more specifically, according bne IIRSA
document, includes parts of Colombia, Ecuador, Pand Brazif and its projects consist
primarily of the improvement of roads ankidrovias' (or navigable waterways) in the affected
area “in order to establish a firm connection bemvthe Atlantic and Pacific coasts.”

The Bank’s TC Profile provides the following addital background information and
justification both for this specific operation attd associated major road improvement project:

The interregional isolation between the southerrrd®o departments of Narifio,
Putumayo and Amazonas, as well as of these [depatsinwith the rest of the country, together
with the limited possibilities to develop feasibbeoduction alternatives, weak institutional
presence and low level of competitiveness of thmany sector, have contributed to convert this
region into a scenario in which illicit activitiesyith high indices of violence in its various
manifestations, proliferate. Paradoxically, thisnsaregion possesses an enviable geo-strategic
position because of its proximity to Ecuador, Pamd Brazil and because it is an integral part of
the Pacific and Amazon Basins, whose integratiofurslamental; it is in this context that the
Tumaco-Pasto-Belém do Para Corridor acquires sigmif relevance.

The intermodal corridor consists of road and risegments, as well as maritime and
riverine port infrastructures. The highway trajegtoonsists of the Tumaco-Pasto-Mocoa-Puerto
Asis road, of which 67 percent is in rolling terraind the remaining 33 percent is a mountainous
zone, which corresponds to the Andes crossing. fliisé section corresponds to the 284
kilometer Tumaco-Pasto road, which presents gocknieal conditions and geometric design;

its last 38 kilometers form part of the Pan-amerielghway included in a concession contract

“ Inter-American Development BanRerfil de Cooperacién Técnica — Preparacion del grama de Infraestructura Regional — Corredor Vial
Pasto-Mocoa (CO-T-1038Washington D.C., July 24, 2006, para, 2.1, pdMy.translation. Even though this Profile is datedy24 on the
Bank’s website, the document itself states Jun2@Q6, as its date.

® More specifically, from Mocoa, there is an 80-kileter road to Puerto Asis, which then connectsetlantic Ocean by way of the Putumayo
and Amazon Rivers.

® For the northern Peruvian-Brazil part of this axisolving river as well as road transport conimt, and the IDB’s respective Guarantee
operation, see John Redwood Managing Environmental and Social Impacts of MdpB-Financed Road Projects in Peru: The Case of the
Interoceanica/llRSA Sur and IIRSA Norte Highwalysgust 2011.

" IDB, A New Continent., op. cit.. pg. 19. This document goes on to ke “this axis is also centered on improving thailability of
electricity, which will significantly increase ttveelfare of the 50 million people who live in thesar”

7



to the Ecuadorian border. The Colombian Governrhast prioritized the second section — the
Pasto-Mocoa road with an extension of 142 kilongeterin its National Road Expansion

Program and has solicited technical and finanaigipsrt from the Bank for preparation and

implementation of the project. The Pasto-Mocoa rzadivided into four segments -- Pasto-
Encano, Encano-Santiago, Santiago-San FrancisdoSan Francisco-Mocoa — and the project
is expected to be developed in two phases: (iyehabilitation of the 67 kilometers in the first

three sections, from Pasto to San Francisco, inguithe paving of 27 kilometers corresponding
to the second section, Encano to Santiago, whiolhldhrequire two years starting in 2006 and
an estimated cost of US$ 40 million; and (ii) constion of the San Francisco-Mocoa variant, a
47 kilometer extension projected to start in Japi008 with an estimated cost of US$ 150
million that will be financed with external credivor which the Colombian Government has
requested the Bank’s suppbrt.

This document points out that the area of infleen€ the Pasto-Mocoa road includes
“strategic regions of high biodiversity, environn&nand geological sensitivity such as the
Paramo [Moorland] de Bordoncillo, the Cerro [Hit)f Patascoy, Guamés Lake or Laguna
[Lagoon] de la Cocha (RAMSARSsite) and the Forest Reserve that protects therupgsin of
the Mocao River.” In addition, the area houses@udéllacanga “Refugio del Sol” and Inga de
Santiago indigenous communities and the mixed-bkmodll farmers “Campesinos mestizt)s
of El Encanto and Alto Sibunddy. In short, it is a region of very high biologicaidacultural
sensitivity and diversity.

An existing, precarious 78-kilometer road betw&am Francisco and Mocoa, originally
built in the 1930s, is located in a “geologicallgstable” area and its very narrow, hilly and
winding trajectory has led to numerous fatal acaigleleading it to be characterized locally as
“the road of death” €arretera de la muert@. As a result, in 1999, the Ministry of Environnte
Housing and Territorial Development (MAVDT) approva study of alternate routes between
these two towns with an estimated extension of dbfrleters along the right — or southern --
side of the Mocoa River after an earlier optiomgldhe left side of this river had been rejected
on environmental impact grounds. In 2002, INVIASe(tNational Roads Institute for non-

8 |DB, Perfil de Cooperacion Tecnicap. cit., paras. 2.2-2.4, pp. 1-2.

® The RAMSAR Convention, signed in Ramsar, Iran BV1, is an intergovernmental treaty that providasaation framework of the
conservation and rational use of wetlands and tlesiurces.

9DB, Perfil, op. cit, para. 2.5 pp. 2-3.



concessioned roatfslinked to the Ministry of Transport) developeddirengineering design
studies for construction of this proposed alternatead together with the respective
Environmental Impact Assessment (EIA). However,imurthe licensing process for the
associated works in 2005, MAVDT required additiomavironmental studies, “such as for
evaluation of the impacts of the 44 bridges andrpasses, waste dump areas and the use of
explosives in environmentally sensitive zonesdl#o requested a deeper analysis regarding the
project’'s demand for natural resources, specificirenmental control measures during the
works, contingency plans, impacts on indigenousmanities, public participation mechanisms,
the project’s labor demand, displacement of comtiesduring construction, and compensation
programs:?

As the Bank’s TC Profile observes, however, bota driginal EIA and MAVDT’s
subsequent requirements refer primarily to the gmégen and mitigation of potential impacts
only during construction. Even though it was coasid the most favorable alternative from an
environmental standpoint, it was recognized, addéily, that the new route “required special
care during its design, execution and operatiombse it passes through the Forest Reserve that
protects the upper basin of the Mocoa River, withasea of 34,600 hectarEs,which is not
adequately delimited, nor does it possess a ManagieRian.” This area also houses the Ingas
and Kamséa indigenous groups, even though, “acogrdm the available information,
implementation [of the new road] would not directiffect indigenous reserves, or sites of
cultural importance*

In this context, the TC would “support the devel@min of the complementary
environmental, socio-cultural and economic studesded to meet the requirements of MAVDT
and the Bank’s policies,” especially those for eowment (OP-703), involuntary resettlement
(OP-710), indigenous peoples (OP-765), informataailability (OP-702), and natural or
unexpected disasters (OP-704). The respectivel®ént on to affirm that “the studies should

1 Concessioned roads, in turn, are administeredNIBO, the National Concessions Authority. The téealgth of Colombia’s road network is
165,000 kilometers, of which 16,770 km composeptimary network, 80% of which is paved. INVIAS issponsible for 80% of the primary
roads.

DB, Perfil, op. cit, paras. 2.6-2.8, pg. 3.

13 This reserve was created in 1984 at the requetsteo€olombia Electrical Energy Institute (ICEL)dnder to protect the drainage area for a
dam for a small hydroelectric plant to be built nééocoa, although this project never went ahead wad subsequently replaced by a
transmission line. Corpoamazonia, or the Corpamafor the Sustainable Development of the SouthAofazonia, is responsible for
administration of the reserve.

“IDB, Perfil, op. cit, para. 2.9, pp. 3-4. This document also observet‘thir to the preparation of this profile, prelimary consultations, at
the level of entities, were made with represengstiof these ethnicities, which permitse to foresee that apparently there will be nistasce
on the part of these groups to construction ofSae Francisco-Mocoa variant.”
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consider implementation of the variant in a contefxintegrated sustainable development of the
region and maximization of benefits for local pagiidns, including, among others:

(i) revision and complementation of the EIA considerBidevels of study area: (a)
supraregional, in reference to the intermodal Twmdasto-Mocoa-Belém do Para
corridor, which refers, at a strategic level, te fpotential indirect, cumulative and
synergistic impacts; (b) the indirect area of iefige, incorporating the entire
extension of the Pasto-Mocoa road; and (c) thectiaeea of influence along the
right-of-way [‘trazd] of the variant;

(i) a socio-cultural study of the native communitiescluding the undertaking of
community consultations and, if necessary, a spedihpact mitigation and
development opportunities ‘potentializationp@tencializaciéty plan; and

(i) an economic feasibility study, including annalysis of the possible traffic
dislocations [tesvios de transith principally of heavy vehicles, from the Pan-
american Highway to the Marginal de la Selva, gitle® expected time and travel
distance reductions?

This TC, in summary, was specifically designedhétp the Colombian Government and
INVIAS, in particular, to carry out the additionahvironmental, socio-cultural and economic
studies required by national authorities in ordeptoceed with the licensing and subsequent
construction of the alternate San Francisco-Mocoad,r as well as to meet the Bank's
environmental and social safeguard requirements fwiapproval of the associated IDB lending
operation. The Profile also observed that the Baaudk hired three specialized consultants in the
areas of engineering, environment, and socio-@lltaspects in order to analyze the available
studies and information, undertake field visits gmdliminary consultations with some of the
key stakeholders, and develop the detailed termefefence for the technical, environmental
and social studies to be financed by the®¥he respective Operations Plan was expected to be
sent to the Bank’s Board of Directors for approvaSeptember 2006, but, as noted above, this

in fact, occurred two months later than initiallytiaipated®’

®bid., para. 3.1, pp. 4-5.
6 These detailed TORs were later contained as asnexhe Operations Plan for the TC itself (se@Wgl
DB, Profile, op. cit., paras. 7.1-7.2, pg. 5.
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B. The Operations Plan
The Operations Plan (PO) is dated November 2, 2806 ,provides further details with

respect to the T One important difference with the earlier Profiéders to the TC's cost and
financing. While the Profile had anticipated a tatast of US$ 1.5 million and a grant of US$
1.2 million, in the PO, these figures had increagedJS$ 2.8 million and US$ 1.3 million,
respectively, with the main increment being in evernment’s counterpart contribution that
rose five-fold from US$ 300,000 to US$ 1.5 millibhiThis reflects the inclusion of the updated
engineering and EIA studies, to be fully fundedtivy Government, as part of the operation. As
these new technical and environmental studies lkadrbe a requirement for licensing the road
improvement project and, thus, needed to be urldertan any case, this represents an
interesting way of “repackaging” the operation sticht no additional counterpart funds were
required. Presumably, it was also a way of bringheyBank into the oversight and supervision
of the same, as well as of the components that webe exclusively financed by the IDB. The
purpose of the TC is also stated somewhat diffgremthe PO:

The general objective of the proposed technicals@sge is to contribute to the
interregional physical integration of the southdrorder departments of Colombia, Narifio,
Putumayo and Amazonas with the rest of the couaty with the neighboring countries of
Ecuador, Peru and Brazil. The specific objectiviprovide technical assistance to INVIAS to
develop the environmental, socio-cultural and eowunostudies necessary to guarantee the
feasibility of the San Francisco-Mocoa variantegral part of the Pasto-Mocoa Road Corritfor.

The main “benefits” identified in the PO were ‘fmomoting the physical integration of
the southern region of Colombia with the principabduction and consumption centers of the
country, conditions will be created for the develgmt of profitable and sustainable production
alternatives, thus promoting a greater presendbefState, contributing to minimize the high
indices of violence and to improve the quality d€ I['condiciones de vidd of the local

population.” Elsewhere, the PO added that “thengyoal beneficiaries will be the poor

'8 The corresponding Technical Cooperation Agreerfiettr-American Development Ban€onvenio de Cooperacion Técnica — Preparacion
del Proyecto de Infraestructura Regional Correddal\Pasto-Mocoa was issued on December 12, 2006, and can be foutite Bank’s
electronic project files.

' Inter-American Development Ban&olombia — Preparacion del Proyecto de InfraestunatRegional Corredor Vial Pasto-Mocoa (CO-T-
1038) — Plan de Operaciong#/ashington D.C., November 2, 2006, hereafterrefieto as PO, as iPlan de Operacioneso distinguish it from
the Bank’s Operational Policies (OPs).

2 bid., Executive Summary, pg. 1.
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population of southern Colombia and the road ustais will significantly reduce travel time and
[vehicle] operation costs®

Thus, indirect and induced — as well as direct cen®mic, social, and institutional
development effects associated with the proposad nmprovement were explicitly identified
among its expected benefits. While also obseniiag the IDB maintained a close relation with
CAF and FONPLATA in the context of IIRSA, which hdgrioritized” the Pasto-Mocoa
Corridor in its “Amazonas Axis,” the Bank was thelyomultilateral organism involved in the
present projec® The situation in this case is, thus, differentnfrahat with respect to the
Oceanica/llIRSA Sur and IIRSA Norte projects in Remhere the main external financial
intermediary involved is CAF, with complementarydling from the Bank for an environmental
and sustainable development project along the Amangortion of the Interoceanica highway
and a partial risk Guarantee to the Peruvian Gawem for road improvement expenses for
IIRSA Norte, respectivel§®

The “strategy” to be implemented through the T@Is described in somewhat different
terms in the PO, including the addition of insidagl strengthening activities for INVIAS, than
in the Profile:

Taking into account the importance of the [road nowement] project in the context of
the region’s socio-economic development and theremmental fragility of the area through
which it passes, the TC will support the developmeh studies to evaluate the potential
cumulative and induced impacts that the projeciccgenerate considering different levels of
analysis: the strategic — of project insertion Ire tcontext of bi-oceanic integration; the
interregional — of the connection corridor of thmuthern zone of the country and the other
countries of South America with the capital Bogatagd the local — of the interrelations of the
project with the environment and the traditionapplations that reside there. In addition, in
order to guarantee the sustainability of the immpaitigation proposals it is proposed to provide
the executing agency with institutional strengthgnactivities and to implement a participatory

process with the principal stakeholders throughiewvielopment of the studiés.

2 bid., para. 5.1, pg. 10.

21pid., pg. 2.

% See Redwoodyp. cit, for additional information on these two other HiR-related road projects and the way the Bank\slired in their
support.

4 |DB, PO, op. cit. para. 2.14, pg. 6.
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The TC has three components (with the associatithated costs): (i) phase Il detailed
engineering and environmental and social impactissu(US$ 1.5 million)? (i) environmental,
social and economic studies (US$ 1.065 million)d diii) institutional strengthening (US$
85,000). While the first component would consisttlué updating and complementation of the
engineering and EIA studies for the San Francisomdd variant in order to meet MAVDT'’s
requirements and whose costs would be coverecegmiith Government counterpart resources,
the second one, to be exclusively financed by tlkBgrant, would have four specific
subcomponents: (i) Strategic Environmental Assessn®EA) of the Pasto-Mocoa corridor
(estimated to cost US$ 130,000); (ii) Environmeatad Social Management Plan (ESMP) of the
Forest Reserve of the upper Mocoa River Basin (888,000, including associated socio-
cultural studies); (iii) economic feasibility andadeline studies (US$ 185,000); and (iv)
resettlement program (US$ 150,000). The third campbwould also be financed exclusively
by the Bank grant -- and would be carried out by&ovation International (Cl), which would
be specifically contracted for this purpose -- amild the operation’s supervision and audit that
were estimated to cost US$ 130,000 and US$ 20re8pectively?®

The main objective of the SEA, according to the ROuld be “to analyze the possible
cumulative and synergistic impacts and the enviremiad management and socio-cultural
opportunities, induced by the improvement of thet®dlocoa road and involve the principal
actors in the discussion of sustainable developna¢ternatives. For this, the SEA should
consider the road corridor in its strategic funesion terms of bi-oceanic connection and as a
new connection axis of the region with Bogot4The ESMP for restoration and preservation of
the Forest Reserve, in turn, would be developetl tah ecosystemic focus” and was charged
with “proposing measures and technical specificetifor the design, construction and operation
of the [San Francisco-Mocoa road] variant with e éward guaranteeing the protection of

natural resources and the forest resefé&he economic feasibility and baseline studies were

% Further information on this EIA is presented inaamex to the PO entitléBérminos de Referencia — Actualizaciéon y Compleaoi@m del
Estudio de Impacto Ambiental de la Construcciénpgr@acion de la Variante San Francisco-Mocoa, eDepartamento de Putumay©ctober
23, 2006.

DB, PO, op. cit, see component description in paras. 3.2-3.4, [fpasd the cost table on pg. 8.

%" |bid., para. 3.3a, pg. 7. Additional detail is providedtte Terms of Reference annexed to the PO — see TBBninos de Referencia —
Elaboracién de Una Evaluacion Ambiental Estratégiesla Via Pasto-Mocoa, Republica de Colomigiatober 23, 2006

2 |bid., para. 3.3b, pg. 7. According to this source thentgpal principles” on the basis of which the ESMRould be developed are: (i)
participatory, involving the principal stakeholdeasnong them Corpoamazonia, indigenousaamdpesindeaders and NGOs active in the zone,
in its development; (i) implementablefplicablein the original], in other words balanced betwéen ideal and the reality and considering the
future existence of the variant in the zoning psgi@nd design of the management plans; (iii) cdtadhiboth with the natural resources and the
people connected with them, including, thereforepeio-cultural study in addition to the naturadaerce inventories; and sustainable, with an
analysis of possible sources of financial resoufoegs implementation and operation and the fastinal strengthening of its management unit.
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expected to “comprehend the benefit/cost analysithe construction and operation of the
variant, including detailed traffic studies and ttalection of the necessary data to establish a
baseline with respect to the anticipated benefithé feasibility study was also expected to
“incorporate exogenous benefits such as: socio@uoandevelopment as the result of regional
integration; expansion of legal crops and, as aeguence, reduction of illicit ones; reduction in
civil violence and, its counterpart, increased siégand reduction in population dislocatiof?.”

Implementation of the TC was expected to requirendhths. The principal project risks
“will be associated with the environmental and abdragility of the project area and, in
consequence, eventual contrary reactions by thé ®iciety organizations involved in the
protection of Amazonia.” In order to mitigate thisk, the PO affirmed that the Bank had
consulted with MACVDT, Corpoamazonia, diverse lostakeholders and NGOs in preparing
the Terms of Reference for specific project aaesit while other such consultations with these
same organizations were foreseen to discuss thes OB to contracting the studies, as well as
a consultation plan during their development aresentation of their result8. Given the close
relation between this TC and preparation of theppsed loan for construction of the San
Francisco-Mocoa variant itself, the Bank’s projeeim was expected to “actively participate” in
its monitoring and evaluatiot}.Finally, the PO included annexes containing theR@or the
environmental management plan for the Forest Resé¢he SEA for the entire Pasto-Mocoa
road, the environmental impact study for the Sam€isco-Mocoa variant, and the socio-cultural
study** The Bank’s electronic project files also containopy of the original 2003 EIA for the
San Francisco-Mocoa variant, which is presentedwia parts (I: Characterization and II:
Impacts and Environmental Management Plan) andamvexes (Community Participation and
Forest Inventory§?

Given the comprehensive nature of the environmesmal social studies proposed for

completion with the financial support of this Tewat Cooperation project, including its focus

Further detail is provided in the annexed TORstledtiTérminos de Referencia — Elaboracion del Plan de¢jla Ambiental y Social para la
Reserva Florestal Protectora de la Cuenca AltaRiel Mocoa, en el Departamento de Putumayoctober 23, 2006.

2 bid., para. 3.2¢, pg. 7.

*bid., para. 5.2,pg. 10

% Ibid., paras. 4.6-4.7 pp. 9-10. It observed further thatBank would contract with resources from theifidvidual consultant services to
supervise the technical and socio-environmentaliasuto be contracted by INVIAS, and that there lbkdne annual monitoring and evaluation
missions on the part of the Bank itself, which vebtjhresent an opportunity to examine progress efahtivities and the efficiency of the
program to discuss their results with the netwdriators in civil society and other public organssmvolved in the project.”

2 See footnotes, 21, 23, and 24 above for more fipeeferences. Unlike the other three, howevee, Terms of Reference for the latter study,
which had not been finalized at the time the TC pr@sented to the Board, do not appear to be ecmttan the Bank’s electronic project files.

% Consultoria Colombiana s. &studios de Fase Ill Segunda Etapa para la Constancde la Variante San Francisco-Mocoa de la Ctara
Pasto-MocoaBogota, Colombia, January 2003.
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on indirect, including induced development, and clative impacts in the larger area of
influence both of the alternate road segment te@destructed (i.e., the San Francisco-Mocoa
variant) and the entire road corridor (through 8tA), as well as the environmental and social
management plan for the Forest Reserve, the Ban®& i commended. This represents an
example of very good, if not best, practice, andl$® consistent with the approach taken earlier
by the Bank in its support for road improvementd aastainable development in the Brazilian
Amazonian state of Acre, on the border with P&riEqually important however, are (i) how —
and how well — these studies were carried out apersised by the Bank and, most critically,
(i) how — and how well — their recommendations ianplemented in practice? As the answers to
these key questions — to the extent that it isiptesto do so considering the still incipient statu
of the road investment project itself at this pamtime -- are also directly linked with the Bank
project to finance construction of the road improeat itself, it is necessary to examine the

design of this investment operation as well.

. The Conservation and Development in High Biodiversy Areas — Pasto-
Mocoa Project (CO-T-1142)

As background to this Technical Cooperation opematwhich was approved in May
2008 and completed in March 2009 with cancellatidnUS$ 107,790 of the original US$
145,000 grant, the respective project documentnadiil that the new segment of the Pasto-
Mocoa road to be constructed, connecting San Fsem@nd the latter city, would “cut through
the conservation forest of the Mocoa river headwgatevhich was characterized as “an
environmentally sensitive area with high biodivirsvhich thus provides a unique opportunity
to promote habitat connectivity in the context efional integration.” In a statement of more
general applicability, it also observed that “lavaise conservation in high biodiversity areas
located in the frontier of development, where pgwmd construction of new roads is expected,
offers possibility for a new conservation approach sensitive areas with development
processes.” In addition, it stated that “conseoratf the country’s unique biodiversity richness
is needed to adapt to climate change, to mitigaee ‘tarbon footprint’ of infrastructure

development and to promote a more ‘carbon newgcahomic growth®

% See John Redwood IIManaging Environmental and Social Impacts of MdjpB-Financed Road Projects in the Brazilian Amazdhe
Case of the BR-364 in Acrduly 2011.

% |DB, Colombia: Conservation and Development intHRjodiversity Areas — Pasto Mocoa Road Project{GOL42) Technical Cooperation
Program (Trust Fund Financing) TC/FUNDS Brief, A@008, paras. 2.1-2.3, pp. 1-2. In this connecttso, it added that “it is important to
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The TC brief went on to affirm that “overall comgation and development along the
Pasto-Mocoa road can be strengthened by suppatti@gdesign and implementation of a
comprehensive environmental and social plan fotasusble development of the direct and
indirect area of influence of the road, includirg tconservation forest reserve located in the
headwaters of the Mocoa River.” Recognizing thatdhernate road segment to be constructed
counted with an EIA, a regional strategic environtaé assessment (REA), and an
environmental and social management plan for tha af influence of the road project, and that
“an extensive round of consultations with key shaktders including environmental
organizations from the government, such as therGoilan National Parks office, the Ministry of
Environment, and the national biodiversity researddtitute — Alexander von Humbolt, and
from civil society, including the World Wildlife Fad (WWF) and Conservation International
(CI), and some indigenous groups with interesthéarea of the project,” the general objective
of the TC would be “to support Corpoamazonia inagigg key stakeholders from different
sectors, to identify and develop conservation ojymties in natural habitats.”

The TC’s specific objectives, in turn, would incladi) reaching an agreement among
key stakeholders regarding the design and implestient of a comprehensive Environmental
and Social Management Plan (ESMP) for sustaina@eldpment of this high biodiversity area
in the Andean-Amazonian piedmont; (ii) identifyiegch stakeholder’s role and responsibilities
in the ESMP design and implementation process ih thee direct and indirect areas of influence
of the road project, including the forest reservtha headwaters of the Mocoa River that will be
affected by the road project; and (iii) designinfin@ancial mechanism to guarantee the long-term
sustainability of the conservation actions beingspad in the Alto Mocoa Forest Reserve. The
document also emphasized that, in going “beyonddtpe of risk management in the context of
infrastructure development,” the proposed “congsrmémitigation approach” to be supported
by the TC and the action agenda for the ESMP, rapeeifically, would “incorporate a specific
business plan with mechanisms aimed at contributioggards its long-term financial
sustainability and guaranteeing the continuing supfor conservation actions in the natural
habitat of the Mocoa forest reserv.”

look for development options and innovative mechiausi that contribute to economic development whifgpsrting the protection of sufficient
forest canopy to maintain the climatologic and lsyalgic functions of these forest ecosystems antt thial standing carbon stock, conserve
biodiversity and habitat, and protect strategisteater systems.”

% |bid., paras. 2.4-2.5, 3.1-3.2, pp. 2-3.
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The specific activities that were expected to b@psuted under the TC, whose

implementation was expected to require eight mgontiese:

Consolidation of the ESMP, including the speciflarpfor the Mocoa River Forest

Reserve.

ESMP validation to be led by Corpoamazonia and linmg other key government

and non-governmental stakeholders, including inrthieing sector due to existing

mining licenses in the area, and energy sectonvels as the roads agency and
environmental and other NGOs.

Detailed development of a Business Plan (BP) tdempnt conservation actions in
the Mocoa River Forest Reserve and identify polts#s for sustainable indirect use
of the forest reserve. Preparation of the BP wageted to “help identify threats (i.e.,
mining concessions) and new opportunities for foocesservation in green markets
taking into account infrastructure projects andeotpotential activities that may

impact land use and forest cover. Such opportsngimuld include sustainable forest
based economies with non-timber forest produce., mopa mopa, bromelias),

payment for environmental servicef.e., carbon sequestration, biodiversity

conservation and watershed protection), ecotou(igm integrating the circuit of La
Cocha lagoon, the cabins of San Francisco and tbeoM Forest Reserve), and
carbon credits from_reduced emissions from avoidedorestation and land
degradation — REDD*’

Agreement of the Business Plan with different stakders and specific agreements
for implementation.

Design of a sustainable financial mechanism, inolggdompensation from the road,
the results of the BP, donations, etc. This woulthié“a detailed assessment on best
practices to guarantee financial sustainabilityttid conservation area of the Alto
Mocoa (trust fund, an account in an existing tfustd, etc.), how it will be operated,
expected financial resources (GEF, foundationsatdmhl aid agencies, etc.) and

operational costs in order to guarantee its long ®ustainability.®

% bid., para. 4.4, pg. 4, emphasis in the original.
% |bid., para. 4.6, pg. 4.
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It is not clear from the documents on file how wilis non-reimbursable Technical
Cooperation project, which was financed with researfrom the Netherlands-IDB Partnership
Fund, was implemented and/or whether it was ablgetoerate its intended results, or if its
objectives were achieved using much fewer thanotiginally anticipated resources or with
financing from other sources. However, the fact tiearly three-quarters of the original grant
were subsequently canceled suggests that therdnavaybeen problems and/or shortcomings in
this regard. This notwithstanding, the TC desigis warery appropriate and forward looking one
and the concerns that it was seeking to help Conpaania address, including effective multi-
stakeholder participation in the design and impletaggon of the ESMP and assurance of
sustainable financing for adequate protection effocoa River Forest Reserve over the long

run, are clearly relevant and important.

[lIl.  The Productive Development Support of Indigenous Rples in the

Sibundoy Valley (CO-T-1166)

This US$ 100,000 Technical Cooperation grant, whigts approved in October 2008,
has as its purpose to support the developmengatf, lenstitutional, technical, socio-cultural and
environmental studies aimed at: (i) creating andedous Mining Zone in the Sibundoy Valley
in the area of influence of the San Francisco-Maalbarnate road project in compliance with
Colombia’s existing legal and institutional framewoand (ii) developing an economic pre-
feasibility study and preliminary business plan fan indigenous microenterprise to be
responsible for the sustainable exploitation ofoeal quarry, which is expected to provide
construction material (e.g., rocks and sand) foe thivii works associated with the
aforementioned road project. This TC is still unoleplementation but just US$ 18,368, or 18.4
percent, of the grant has been disbursed to dajein asuggesting that there may be

implementation problems associated with it.

IV. The San Francisco-Mocoa Alternate Road ConstructioProject — Phase
| (CO-L-1019)

A. Background, Objectives, Rationale for Bank Partici@tion, and Expected
Benefits

In accordance with the project description (in sama awkward English) contained on the

Bank’s external website:
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The Road Corridor Pasto-Mocoa will have two pha3$ée. total amount for phase | will
be US$ 90 million and will fund 16 km of the rodteated outside the forest reserve (6 km San
Francisco and 10 km for Mocoa Pasto). It also foesnall of the environmental and social
measures in the Integrated and Sustainable Enveotah and Social Management Plan
(PMASIS). The second phase, expected to be appiliav2dl0, corresponds to the financing of
29 km located within the forest reserve. In thimteat, phase | will allow the [socio-
environmental] measures [to be advanced] beforéirgiaconstruction of the section within the
reserve (phase Il). The main objective of this progin two phases is: the Pasto-Mocoa Road is
part of the Tumaco (CO)-Belém do Para (BR) interahdlansport corridor of the IRSA
Initiative. This corridor promotes greater integyat of the Colombian road network with
Ecuador, Peru and Brazil, improving the trade betwihese countries and facilitating access to
the Pacific Ocean. The Pasto-Mocoa Road worksliarded into two segments. The first one —
Pasto-San Francisco — is 67 km and work was [teillgin 2006 funded by the Government. The
present operation refers to the second segmenn-F&ancisco-Mocoa — and will include the
improvement and construction of a 47 km by-pasanatstimated cost of US$ 150 million. The
works along the San Francisco-Mocoa road segmest $averal technical, environmental and
social problems. Therefore a technical cooperatidieing [carried out] with the IDB’s Fund for
Regional Infrastructure Integration in order to gaee technical, social and environmental
studies required to address these isdUes.

The reported cost figures, however, conflict wilnde presented in the same project
description on the external website which refersat®ank loan of US$ 53 million for an
operation whose total cost is estimated to be UEsbndillion. Significantly, the reported phasing
is also quite different from that indicated in tt@responding Loan Proposal document, which
differentiates only between the types of road swfé.e., all weather vs. paved) rather than
specific segments along its length (see below)rde thus, a need to correct this description.
The size of the Bank’s loan, which will only covavout one-fourth of the total estimated road
improvement costs, was apparently determined byatheunt of Bank funding available for
Colombia at the time, and it should also be noted bver US$ 11 million of this total is for

% IDB external websiteCO-L-1019: San Francisco-Mocoa Alternate Road Quumsion Project — Phase, llast updated July 31, 2011. The
reported cost figures, however, conflict with thpsesented in the same project description, whetérs to a Bank loan of US$ 53 million for a
project whose total cost is US$ 203 million. Thpared phasing also seems to be rather differemt that indicated in the corresponding Loan
Proposal (see below). The length of the road todsestructed is also slightly longer in this desioip — 47 km compared with 45.6 km in the
Loan Proposal.
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environmental and social mitigation measures, legwanly some US$ 42 million for the road
investment per se. The apparent understandingeadirtie was that the Bank would later pick up
more of the financing under a later second loarench the reference to Phase | — but, to date,
nothing has been added to the Bank’s pipeline fidof@bia in this regard’

In addition, the economic feasibility of the roadprovement project can be questioned,
in part because of its very high construction eestt an estimated average of roughly US$ 4.5
million per kilometer (assuming no cost overrunsyhkich is due in part to the large number of
bridges and other ancillary infrastructure that wéed to be constructed on account of the very
accidented terrain and because most constructideriaa will need to be trucked in from either
end of the new road segment to be built and paeeduse it will run through an existed national
protected area. And it can likewise be questionecacount of the limited additional through
traffic (i.e., from Tumaco to Puerto Asis and ddges in between) that will be generated by the
improved road, at least over the short and mediem tafter project completion. Potential
implementation delays will also lengthen the tinegéween when project construction and other
costs are incurred and when the flow of benefith @ffectively begin to occur. In fairness,
however, other potential benefits -- especiallysthgtemming from improved local governance
and increased security (in relation both in ternisremluced guerilla and likely associated
narcotrafficking activity) in the project’s area iofluence -- which the improved road between
San Francisco and Mocoa may facilitate, cannotaséyedetermined or quantified in monetary
terms.

According to the respective Loan Proposal, the aibje of this operation is “to improve
the efficiency and safety of the Tumaco-Pasto-Mawaal corridor, promoting the physical and
economic integration of southern Colombia with ¢hentry’s main production and consumption
centers, while seeking to conserve its ecosysterdgpeomote sustainable economic and social
development. With this aim, the project will fin@construction of the 45.6 km San Francisco-
Mocoa bypass road and the social and environmenitégation and compensation measures
required for execution and operation of the projétt In addition to requiring, as a condition
prior to first disbursement, that the executing raye INVIAS, “must have formed, by

administrative resolution, an Independent Techndghtisory Committee” and put the project’s

40 personal communication from Maria da Cunha.
“1 |DB, Colombia — San Francisco-Mocoa Alternate R@astruction Project — Phase | (CO-L-1019), Wagtain D.C., December 17, 2009,
Project Summary, pg. 1.
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Operations Manual into effect, the “special exemutconditions” highlighted in the Project
Summary included that it must:

e enter into an implementation agreement with theirenmental authority by
September 30, 2010, for partial execution of theAS\S;

e conduct no construction work on the alternate roadther activities associated with
the works that might affect the natural resourdeth® [Forest] Reserve, such as tree
clearing, opening the right of way, earth moving, moving of machinery and
physical facilities, until such time as the implertation agreement mentioned above
has been signed;

e have selected by mutual agreement with the Bankl amgaged with project
resources by September 30, 2010, the members @irthect Independent Technical
Advisory Committee; and,

e present the following (with deadlines from the dafefirst disbursement): (a) 4
months into the project, the detailed revised ptanmplementation of the PMASIS
and provisions for addressing the concerns of conities affected and settlement of
claims; (b) 6 months into the project, evidencet tthee Mocoa River Protected-
Productive Forest Reserve (RFPPRM or the “Resenwtl) its current boundaries
has been registered; (c) 12 months into the projeetplan for monitoring the use of
land and forested areas, including the baseling(@n24 months into the project, the
Declarations of the Expanded Forest Reserve, thduetive-Protected Reserve, and
the Mocoa Integrated Management District (DKF).

The Bank’s Loan Proposal provides additional contaxinformation with respect to this
project, reaffirming that the San Francisco-Mocoadr “will aid international transportation
between Colombia and Ecuador through the Andeaagtation Hub® and facilitate the
connection with Brazil through the Multimodal AmazBub,” both of which are parts of IIRSA.
This road is also identified in the national deypahent plan for 2006-2010 as “one of the
complementary arterial corridors that is a key gbaotor to the increased competitiveness and

productivity of Colombia.” It notes further that:

“2 |bid., Project Summary, pg. 1.

43 According to IDB, A New Continent.... op. cit., (p89) this Hub or axis “comprehends connectionswasts of trunk roads, ports, airports
and border crossings) in Bolivia, Colombia, EcuadReru and Venezuela. It includes 11 groups ofeggtej many of which are related to the
Pan-American Highway and the Marginal de la Sebadr which connects the Andes in Venezuela to t@zon Basin in Colombia, Ecuador
and Peru.”
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The Tumaco-Pasto-Mocoa corridor has several sectiNVIAS is paving the section
between Tumaco, Pasto (capital of the departmemManifio), and San Francisco. There are
serious traffic restrictions on the section of thad (78 km) between San Francisco and Mocoa
(capital of Putumayo) built in the 1930s, which kasg 4-meter wide stretches, where only one
vehicle can pass, high gradients, unstable areastant cloudiness, and sharp cliffs, making this
one of the roads with the highest accident ratinéncountry** This uncertain accessibility and
connectivity has resulted in serious limitationghe development of profitable and productive
alternatives, and a primary sector that is not \v@mpetitive, and has contributed to the high
level of pervasive poverty in the region. Rehaaiidn of the San Francisco-Mocoa section using
the same route would be very costly and environallgninappropriate, resulting in the need to
build a 46.5 km alternate route. The proposederouduld be located in the Amazon foothills,
and 68% of the route would cross through the Ptete€orest Reserve of the Upper Mocoa
River Basin (RFPCARM), which is administered by @E@mamazonia (the competent
environmental authority) pursuant to Law 99 of 1988e proposed route would skirt some of a
Camino Real used as an overland route by the AndedrAmazonian indigenous communities
since ancestral times. While there are no indigenmmmunities in the area of the alternate
road, they have a close socio-cultural relationshifh the forest reserve. Because of its
environmentally sensitive location, the designta alternate route was optimized to minimize
its environmental impacts and the construction wakd complemented with the PMASIS as a
project componerit

In describing the rationale for the Bank’s partatipn, this document refers specifically
to the earlier TC operation stating, more spedificathat the Bank had approved non-
reimbursable technical cooperation “operationslittdaclose to US$ 1.7 million, providing
INVIAS with technical and financial support to: @stablish a broad and integrated process of
discussion and participation with communities, gafious populations, nongovernmental
organizations (NGOs), public agencies, and prisgkeholders; (ii) carry out technical and
social and environmental studies that permittedssessment of the project’s implications from
an international, national, regional, and localspective, and an analysis of the synergy with

other development activities envisaged for the aegiin addition to identifying the direct

4 Here the report adds in a footnote (to para.dg41) “according to statistics from the INVIAS ltieoffice in Putumayo, which is responsible
for its operation and maintenance, between May 28f¥ July 2008, 23 accidents left 32 people deat2dhinjured. Because of the high
accident rate, this road has been closed to vetnaffec from 6:00 p.m. to 6:00 a.m. since July 800

“bid., paras. 1.4-1.5, pp. 1-2.
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impacts resulting from its construction and operat(iii) propose a broad impact mitigation and
compensation plan that, in addition to managingniqgacts of the works, will enable the project
to promote conservation of regional ecosystems; (arjdestablish an institutional agreement
with organizations responsible for implementingt thian.”®

The document also affirms that “the project wilbpide benefits to the users of the road
corridor and those living in the departments ofifl@and Putumayo. Construction of the bypass
road and improvement of the remaining sections ¢ Tumaco-Pasto-Mocoa corridor,
associated with completion of the rehabilitationrkgoon the border crossing between Colombia
and Ecuador on the San Miguel bridge and pavinthefMocoa access road to that crossing,
already being executed by INVIAS, will create a neeansportation alternative that will permit
savings of nearly 13% in the cost of transportagg@n ton.” In addition, the proposed new
bypass road was expected to significantly impraazrsafety, shorten the Pasto-Mocoa-Bogota
route (from 800 to 730 kilometers), and diminishvel time accordingly “making the road
serviceable for the transportation of agricultiwabds from the two departments to the country’s
main consumption and export centers and contrigutinits socio-economic developmeft.”
Thus, the project’s benefits would appear to benenucally significant ones, affecting, at a
minimum, the southern Colombian departments of iidaend Putumayo, and, thus, having an
impact well beyond the immediate direct area ofuerice of the new road section to be
constructed itself.

The project, as designed, was also expected toraensignificant environmental
benefits. According to the Loan Proposal, its “airgble regional integration framework will
promote conservation of the region’s protected satbaough better land use, the social and
productive development of the communities in itgeaaof influence, and control over the
spreading of the inappropriate use of natural nessu’ This document likewise affirms that
“ending the historical isolation and strengtheniogal governance under the project will help to
improve the defense of property rights of the raiopopulation.*® Finally, it clarifies the
proposed phasing of the road construction actsjiséating that:

INVIAS has divided the construction of the altemabad into two phases: (i) the first

phase to be financed under the present loan c&$s203 million and will permit the alternate

“$Ibid., para. 1.9, pg. 3.
“7bid., para. 1.11, pp. 3-4.
“8|bid., para. 1.12, pg. 4.
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route to be built with a wearing surface and pusenvice in full operational and safe condition;
social and environmental measures come with thasehand (ii) the second phase (US$ 60
million), to be financed with resources from thel@wbian government, will include the asphalt
paving of the alternate road; phase Il is not pathe present operation. The division into phases

is due to restrictions on future budget appropiatiand the high cost of the wofKs.

B. Project Components
The project has two components: (i) civil works anspection (US$ 191.1 million, of

which the Bank loan was expected to finance 21i5%biding 20.7% of the direct construction
costs estimated at nearly US$ 176.9 mififyn and (ii) the Integrated and Sustainable
Environmental and Social Management Plan (PMASI&®) the Mocoa River Protected-
Productive Forest Reserve (RFPPRM) (US$ 11.4 millio be fully financed by the Bank loan).
According to the Loan Proposal, the first compormonisists of three parts: (i) construction of
45.6 kilometers of surfaced road (Phase [), acgmmsiof the right-of-way areas required to
execute the project and measures to mitigate tleetdimpacts of these works; (ii) inspection
and supervision of these works; and (iii) proje@nagement by INVIAS, including mid-term
and final evaluations. The project’'s Environmemd &ocial Management Report (ESMR) also
reportedly contained “a program for managementawhilies living in the right of way in
accordance with OP 7.10,” the Bank’s involuntarsetdement policy (see below).

This document indicates that four alternativesthis road improvement were assessed:
(i) rehabilitation of the current 78 km section thaut changing the route; (ii) improvement of
the current road with changes to the route inaaitsections; (iii) construction of an alternate
road on the left bank of the Mocoa River; and @enstruction of an alternate road along the
right side of the river. The latter alternative veadected because “it would entail less social and
environmental impacts, better road safety condstiogreater benefits in terms of time and
operating costs, and lower execution costs.” ThenLBroposal goes on to state:

As the alternate road cuts through mountainous stedp terrain for a considerable
distance, many structures such as bridges anahirggavalls will be needed to circumvent deep

depressions and thus produce a vertical alignméhtmaximum gradients of 10% on sections

“|bid., para. 1.13, pg. 4. The very significant differeircéerms of the phasing of the road constructiomkadrom the description contained on
the Bank’s external website cited above is notared however.

*0bid., para. 1.26, pg. 7. These costs include directrenmiental mitigation of the works and land acqigsitamong other items. Detailed cost
figures for works, “goods,” including land acquisit, and consulting services are presented in axato the Loan Proposal.

*bid., para. 1.15, pg. 4.
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of less than 200 meters in length, with a minimwmvature radius of 50 meters on rolling
terrain and 30 m on mountainous terrain. The roas gesigned for speeds of 40 km/hour...“As
a result of the review and supplemental engineesindies, the bypass road has a modern design
with significant improvements over the original @g@sand environmental protection advantages,
including: (i) a 55% reduction in the volume of eankments (540,000 m3 to 247,000 m3); (ii) a
35% reduction in the volume of excavations (5.dianlm3 to 3.4 million m3); (iii) a decrease

in the maximum height of banks (58 m to 36 m), udahg special stability measures; (iv) an
increase in the length of bridges and viaductsuciedy the direct impact on the land and
facilitating the movement of fauna (49 viaducts ro%8.6 km); and (v) a reduction of 3.6 ha of
the forested areas affected.”

The second component, in turn, would include miitgaand compensation measures
associated with the road construction, as wellmasriitoring and tracking during operation, in
compliance with the project environmental permiitie Bank’s Loan Proposal also affirms that
“this component adds to the project biodiversitptpction, management, and conservation
activities in the Protected Forest Reserve in thgpdd Basin of the Rio Mocoa and the
surrounding areas in compliance with Directive BB the Environment and Safeguards
Compliance Policy (OP-703) with the result that thkernate road does not degrade or
significantly alter critical native (sic) habitdtsthe project area>®

The Loan Proposal likewise clarifies that, as peirtproject preparation, “several
evaluations were made with a view to preventingtigaiing, and offsetting the potential
environmental impacts of construction and operatibthe alternate road, including (i) updating
and supplementing the environmental impact studg)(Kii) a strategic regional environmental
assessment (REA); and (iii) a Basic Environmental Social Management Plan for the Forest
Reserve (PBMAS).” The PMASIS, in turn, “consolidgitéhe actions proposed by these studies,

as well as “the requests of the MAVDT covered by émvironmental permit, and the Bank’s

*2 |bid., paras. 1.16-1.17, pp. 4-5. This document alsorgbsehat “given the complex topography of the eegand the engineering design,
construction of the alternate road will need toedhto careful technical specifications and follawigorous supervision and monitoring
process,” for which the associated costs were é®zlun the component.

3 |bid. para. 1.19, pg. 5. Directive B.9 of OP-703, whignt into effect in July 2006, specifically stat@e Bank will not support operations
that, in its opinion, significantly convert or dege critical natural habitats or that damage afitmultural sites. Whenever feasible, Bank-
financed operations and activities will be sited lands already converted. In addition, the Bank ndt support operations involving the
significant conversion or degradation of naturabiteds as defined in this policy, unless: (i) thare no feasible alternatives acceptable to the
Bank; (ii) comprehensive analysis demonstratesdhetall benefits from the operation substantiallyweigh the environmental costs; and (jii)
mitigation and compensation measures acceptabkhgoBank — including, as appropriate, minimizingitet loss and establishing and
maintaining an ecologically similar protected atteat is adequately funded, implemented and mortoré Inter-American Development Bank,
Sustainable Development Department, Environmenisiin, Environment and Safeguards Compliance Pol®gctor Policy and Policy Paper
Series, Washington D.C., March 2006, pg. 11.
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policies.”® The document then identifies the “overarchingtegi@s” of the “PMASIS programs
and projects”™. (i) environmental land use; (ii) servation and sustainable development; (iii)
relationship of communities to conservation of phetected areas; (iv) sustainable conservation
of the alternate road; and (v) operation, monigrand supervision, each of which (together with
its expected estimated cost) are briefly describedrn:

Environmental land use (US $ 1.25 million): (i) creation and consolidatiof a 121,700
hectare biological conservation corridor connectthg “southern extent of the Colombian
massif with northern Amazonia,” including: (a) exrpen and consolidation of the Mocoa River
Protected Forest Reserve from 34,600 to 65,30(atesx;t(b) creation of a 5,770 ha Protected-
Productive Forest Reserve in a region currentlyuped bycampesinocommunities; and (c)
creation of the 50,660 ha Mocoa integrated managedistrict in the east to link up with other
Amazonian protected areas; (ii) adaptation of lasel plans for Mocoa and San Francisco and of
watershed management plans; and (iii) creationtbkee park at the entrance to the reserve to
limit the urban expansion of Mocoa and promote mmental education.

Conservation and sustainable developmen{US$ 5.25 million): (i) research and
monitoring of the natural resources of the expan@seérve, purchase of land and restoration of
vegetation in degraded areas as compensationdordval of the right-of- way,” and the rescue,
relocation and reintroduction of native species] ér) local governance strengthening projects
including support for: (a) the competent environtakrauthority for administration of the
Reserve; (b) environmental supervision and stremgiiy of citizen participation; (c) promotion
of alternative financing sources for managing tlesd®ve, including payment for environmental
services; and (d) an independent technical advisomymittee to supervise PMASIS.

Relationship of communities to conservation of theprotected areas (US$ 1.9
million): promoting, together with local commungieactivities for the sustainable use and
management of natural resources, involving thento@al biodiversity protection and, at the
same time, allowing them to generate income andaw® their quality of life through: (i)
generation of sustainable production projects; ¢lgvelopment of regional tourism and
ecotourism activities; (iii) establishment of emnmental education sites; (iv) support for
indigenous communities; and (v) compensation familias affected by the right-of-way of the

new road.

% |DB, Loan Proposalpp. cit. para. 1.20, pp. 5-6.
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Sustainable construction of the alternate roadincluded in the cost of the works in
Component One): encompasses the environmental raresg plan (EMP) for facilities and
work sites, for the conservation and use of sadltern, and vegetation resources affected by road
construction, and the code of conduct and envirartah@ducation for project personnel.

Operation, monitoring and supervision (US$ 3.0 million): supervision and monitoring
of “inappropriate occupation of the expanded resetkirough five control posts on the route,
implementation of a forest ranger families projectgd “monitoring and tracking through satellite
and radar imagery,” as well as “sustainable opanadind control of the road, control of the right-
of-way, special signage, and contingency measoresnivironmental emergencie®.”

Elsewhere, the Loan Proposal affirms that PMASEhould become a social and
environmental management instrument of INVIAS ané tompetent environmental authority
for the Reserve,” noting further that, for this pose, it had “the backing of the departmental,
municipal, police, military, and national park amtities who signed an institutional agreement
in May 2009 to support [its] implementation, ané #AVDT, which included it as part of the
obligations for the environmental permit for theadd The document also elaborates on the
supervision, monitoring and oversight arrangemefiots PMASIS, which include: (i) the
aforementioned five fully staffed and equipped colnposts, controlled by Corpoamazonia, at
the entrance and exit of the forest reserve andvaydalong the current road and the alternate
route; (ii) use of forest rangers, coordinated fribra control posts, to monitor the reserve area,
(i) monitoring deforestation in the reserve “thgh satellite and radar imagery taken annually
during construction of the alternate route and semially for five years after the road is
opened;” (iv) tracking potentially affected floraach fauna; (v) support for the formation of
“citizen inspection units” for the road and PMASHK8gether with other public participation
mechanisms; and (vi) establishment of the three Ipeenmdependent Advisory Panel, all of
which would be financed with project resourcs.

These precautions are laudable. However, it aladdvoave been important for the Loan
Proposal to have clearly spelled out how encroaaitsrend/or the unauthorized deforestation in
and illegal extraction of flora and fauna from therest Reserve would be addressed, how other

environmental regulations and/or restrictions wdugdenforced, and with what consequences for

% Ibid., paras. 1.21-1.25, pp. 6-7. Cost figures from tietin para. 1.26 on pg. 7. Total inspection anpesvision costs for the road works
were estimated at roughly US$ 12.2 million, of whibie Bank loan would finance US$ 2.5 million, @&.2 percent, which is the same as its
share of the anticipated direct construction costs.

%6 |bid., paras. 2.7-2.8, pp. 9-10.
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apprehended offenders. More generally, the Loapd¥a document would have benefited from
the inclusion of one or more maps showing whereRREPRM and each of its component parts
mentioned in the text -- i.e., the existing MocoaeR Protected Forest Reserve, the area to be
added to it, the new Protected-Productive ForeseRe, and the Mocoa integrated management
district, as well as the biological conservationrictor connecting the southern extent of the
Colombia massif with northern Amazonia, all of whibave different areas -- are or will be
located in relation to the road itself.

Furthermore, while the Loan Proposal affirms th#te“ social and environmental
sustainability guaranteed by the PMASIS will resalan increase in protected areas and greater
conservation of local biodiversity” as well as thah the medium term, results are expected to
be obtained in growth in economic activity, div@csition, and expansion of production,
improvement in protection of the right of way oktlocal population, and poverty reductioh,”
nothing is said in this part of the Loan Propossdw how the broader potential adverse indirect
environmental and social impacts of the road inaitger area of influence in the departments of
Narifio and Putumayo, which it is explicitly intemde& benefit, and, indeed, along the entire
Pasto-Mocoa and, eventually, Tumaco-Belém do Pao@ridors, including possible
transboundary ones, would be addressed under fthjecpr as required under the Bank’s
Environmental and Safeguards Compliance Policy 7{O®- In this context, it should be
recalled that, among other requirements, this Psliates the following:

e The EIA process includes, as a minimum: screenimd) scoping for impacts;
timely and adequate consultation and informatiorsselnination process;
examination of alternatives including a no projscénario. The EIA should be
supported by economic analysis of project altemeatiand, as applicable, by
economic cost-benefit assessments of the projeovgonmental impacts and/or
the associated protection measures. Adse consideration will be given to
analyzing compliance with relevant legal requiretapdirect, indirect, regional
or cumulative impacts, using adequate baseline data as necessary; impact
mitigation and management plans presented in an FEES$iM incorporation of
EA findings into project design; measures for adequate follow-up of the ESMP’s
implementation. An EIA report must be prepared wshESMP and disclosed to

7 |bid., para. 1.28 pg. 7. It also states that “the expeotgtcomes have to do with improvements in exispihgsical accessibility and
serviceability, which will result in lower transation costs, shorter travel time, more reliabkdrservice, and better road safety conditions.”
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the public prior to the analysis mission, consistenth the Disclosure of
Information Policy (OP-102).

e The SEA has the following objectives: @¥sure that the main environmental
risks and opportunities of policies, plans, or programs have been properly
identified; (ii) engage early on governments and potentefifgcted parties in the
identification and analysis of strategic issuestioas, and development
alternatives; (iii) define and agree on a sequence of actions to address
systematically and strategically environmental issues and priority actions,
summarized in a SEA action plan for adequate mangaand follow up; and (iv)
assure that adequate environmental informatiovadable and collected for the
decision making procesg.

With regard to potential transboundary impactsium, the Bank’s Environment and
Safeguard Compliance Policy stipulates that: “thvirenmental assessment process will
identify and address, early in the project cyclensboundary issues associated with the
operation. The environmental assessment procesthdooperation with potentially significant
transboundary environmental and associated sanj@dts, such as operations affecting another
country’s use of waterways, watersheds, coastainemaesources, biological corridors, regional
air sheds and aquifers, will address the followssyes: (i) notification of the affected country or
countries of the critical transboundary impactg;ifhplementation of an appropriate framework
for consultation of affected parties; and (iappropriate environmental mitigation and/or
monitoring measures, to the Bank’s satisfactiort?”

While, given its distance from neighboring couedti especially Brazil, it may be
debatable whether this project would, indeed, Haignificant” transboundary environmental
and associated impacts, considering that the nmgmiovements to be implemented under the
project are a key — perhaps the most essentiait-efpa major intermodal transportation corridor
that involves a major international waterway — A&r@aazon River — in a neighboring country,
Brazil, as well as improved road connections witle bther such countries, Ecuador and Peru,

and that a SEA, as well as an EIA, was carried-ahe two following questions are nonetheless

%8 DB, Environment and Safeguards Compliance Polaqy. cit, Directive B.5 Environmental Assessmegtjirements, pg. 9. My emphasis.
More specific guidance in this regard, as suggestsalve, can be found imter-American Development Bank, SustainaBblevelopment
Department, Environment Divisiotmplementation Guidelines for the Environment aafe§uards Compliance Policector Strategy and
Policy Papers Series, Washington D.C., May 200728¢83.

% bid., Directive B.8 Transboundary Impacts, pg. 11. Ersjshmine. See also the above-ci@didelines...pp. 38-39.
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of direct relevance: (i) whether — and how welthe SEA identified and proposed measures to
address possible adverse transboundary impacts (igrhow — and how well — the Bank’s road
construction project incorporates the environmeatal management measures recommended by
the EIA required by both the Colombian Governmemd the Bank, and the SEA, financed by
the IDB, more generally in light of its Environmahtand Safeguards Policy directives

summarized above?

C. Environmental and Social Risk§® and Implementation Arrangements
In its section on environmental and social safeguizks, the Loan Proposal affirms that

“after completing the environmental evaluation lo¢ {project as a whole, and given that steps
were taken during the preliminary phase to incaorall environmental and social
considerations, the project was determined to bkl@ifrom an environmental and socio-cultural
standpoint and in compliance with the Bank’s peticiand safeguardS” However, this
document does not clarify what the “steps” takennduthe preliminary phase were, or even
what this “preliminary phase” consisted of, althbuygresumably it refers to the up-front due
diligence work through the aforementioned EIA ardASand their associated management
plans. Nor does it elaborate on what “viability'ofin an environmental and socio-cultural
standpoint means in practice or how this was dete

As concerns the Bank’s safeguard policies, in paldr, the Loan Proposal states the
following with regard to OP-703:“The project comgdi with the country’s environmental
legislation and regulations. MAVDT issued the eomimental permit in December 2008.
Because it is located in a critical habitat, thejgect was classified as category “A.” It was
designed to include mitigation and compensationsmess, including expansion of the reserve
area from 34,600 ha to 65,289 ha, to minimize laaldiiss and establish and maintain an
ecologically greater protected area. This measioré¢] fully financed by the PMASIS, which
also has implementation and supervision mechanissas included by MAVDT in the
environmental permit as part of project compensatil of the projects and programs were
designed based on a comprehensive process of tatimul and participation by local

communities, NGOs, and public and private ageri¢fes.

€ The Loan Proposal also discusses project finarfpada. 2.9), technical (para 2.12) and econonsksrand benefits (paras. 2.10-2.11) and
concludes from the latter that it is economicadlgdible “because of the net positive benefits atetrial rate of return.”

¢! |DB, Loan Proposabp. cit.,para. 2.2, pg. 8.

2 bid., para. 2.3, pg. 8.
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However, as indicated above, the Loan Proposak du# identify the anticipated
potential indirect and/or cumulative environmentapacts of the project, including possible
transboundary ones, or what measures would be tekawdldress them, as required by Bank
policy, although, in addition to the statement adjatvdoes refer to measures included in relation
to both the Indigenous Peoples and Involuntary fesgent Operational Policies -- OP-765 and
OP-710, respectively -- as well as with respeddperational Policy (OP-704) for Disaster Risk
Management. As concerns OP-765, for example, senfes that: “There are no indigenous
reserves along the alternate route or in the foesstrve area. The indigenous communities of
the Mocoa sector and the Sibundoy Valley in thejgato area acknowledge that their
communities need the alternate road. During ptqjegparation, a special consultative process
with the communities added measures to the PMASISupport their development while
maintaining their cultural identity, and to provideect economic benefits from the project to
them through support for establishing an indigenmirsing area that can provide materials for
the construction or operation of the road and ophierity projects.®?

However, the document does not provide furthesrmftion on the nature of the “added
measures to the PMASIS,” nor does it identify amggible adverse impacts on indigenous
communities in the project’s larger zone of influeras a result of additional settlement and/or
productive occupation of this region by migrankely to be attracted as a result of the improved
accessibility to the area and its natural resouocee the road improvement has been completed
and even while it is still under construction. dhort, the Loan Proposal does not explicitly
discuss possible induced development effects amsocwith the new road and the resulting
greatly improved connection with other parts ofteemn Colombia, Bogota, and neighboring
countries, their associated potential adverse enmiental and socio-cultural impacts, and
possible measures to avoid, minimize, and/or matfagge impacts.

As concerns involuntary resettlement, in turn, ltban Proposal affirms that the project
“requires only the relocation of five families besa the properties affected are too small to
move the homes. Here the project anticipates panehagroperty in the same region....In no
event, will the specifications of the new home heeiior to basic specifications or of lower
quality than the current home.” It also states ttila¢ municipality of Mocoa is introducing a

relocation program for displaced families locatadhe right-of-way at the entrance to Mocoa

% bid., para. 2.4, pg. 9.
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that complies with the principles of OP-719.1t does not clarify, however, how many families
will be displaced at the entrance to Mocoa or hbe dssociated resettlement activities will be
conducted or financed. More broadly, the documemischot indicate whether any families will
be adversely affected by the expansion of the E&eserve under the project — even though the
new Protected-Production Forest Reserve that ipgsex as an addition to the existing one
presently housesampesin@ommunities -- and, if so, in what way or ways, atht measures
would be taken to mitigate such potential impaktshort, resettlement actions under the project
seem to be restricted to affected families alorgyithmediate right-of-way of the road to be
constructed but do not appear to contemplate gateoitysical or economic dislocation as a
direct or indirect result of the project in itsdar area of influence and even within the proposed
expanded Forest Reserve itself.

With respect to the Bank’s Policy on Natural Dises, finally, the document states that
“the update of the engineering study on projecparation reviewed in depth the natural risks
associated with construction and operation of tbhadrand changed the original design,
minimizing the cuts and the embankment height, mgpuhe route further away, with the
construction of nearly 10 km of retaining walls aflbridges and viaducts, without increasing
the cost of the works and minimizing the risks aridslides and avalanchés.it does not say,
however, whether, in assessing these risks andogirgp these design changes, the possible
adverse impacts of climate change in the regiomghawvhich the road will be built were also
taken into account.

The Loan Proposal then goes on to describgegiramplementation arrangements,
observing that INVIAS would “entrust the competenvironmental authority for administration
of the [Forest] Reserve with partial execution omponent 2 (PMASIS).” An implementation
agreement would be signed for this purpose “settuigthe technical, administrative, fiduciary,
and financial responsibilities and procedures téutfdled by PMASIS, including the creation of
a project implementation unit within the environrtedrauthority that would be financed with

project resources.” More specifically, this agreamewould define the authority’s

% |bid., para. 2.5, pg. 9. With respect to the five familieentioned initially, the document further statbatt‘the project encompasses a
relocation plan with three types of compensatiah:pyment for land, buildings, and related goodsatcordance with national law and
guaranteeing the replacement value of the progertyimprovements; (i) payment of compensationtifierimpacts caused by the purchase of
the property, in accordance with Resolution 1848\afIAS, which considers compensation based on inguspace, economic activities carried
out or associated with it, titing procedures, celtion costs, and overcrowding in the home sulij@aelocation; and (iii) social, legal and
technical advice for the purchase of the new home.”

% |bid., para. 2.6, pg. 9.
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responsibilities, including: (i) partial financingf the PMASIS oversight, monitoring, and
tracking plan for a period of five years from thetel the alternate road becomes operational, to
which INVIAS would also contributé (ii) creation of a revolving fund of 10% of the cesces

to be transferred by INVIAS; (iii) fulfillment ofitle conditions and procedures set out in the
Environmental and Social Management Report (ESM$®e (below); and (iv) “any other
provisions that may be necessary to ensure thatatiwities to be carried out by the
environmental authority are consistent with thos¢he loan contract between the Republic of
Colombia and the Bank” It does not say, however, what will happen witgarel to the
“oversight, monitoring, and tracking plan” for PMASafter this five-year period, or on what
basis the length of this period was determined.

Among the conditions prior to first disbursemeahtined in the respective Bank Loan
Agreement are that the project’s Operations Manuat have entered into effect, including the
PMASIS and “the environmental management systenmisaged in the ESMR.” Other legal
conditions, a number of which have specific datesiroe frames associated with them, which
should greatly facilitate the monitoring of Borraneompliance by the Bank, are presented in
the Project Summary as well as the text of the LBeoposal and were briefly summarized in
section 1 abov& INVIAS is also required to present semi-annualfgrenance reports to the
Bank “indicating the status of each component dred droject’'s overall performance metrics
based on the agreed indicators in the results xiaktrastly, a mid-term evaluation is expected to
be carried out when at least 50 percent of the la@mbeen disbursed or by the fourth year of
implementation, as would a “final evaluation,” inding of PMASIS, when at least 90% of the

loan has been disburs&t.

% Here, the Loan Proposal noted in a footnote thpbh completion of the construction work, INVIASdathe environmental authority will
arrange the future budgetary allocations to the.fa@bid., para. 12, pg. 12)

7 bid., paras. 3.3-3.4, pp. 11-12. This document alsoradfit that “the Office of the Deputy Director of Eroriment and Social Management of
INVIAS will support LPM [Large Project Managementhich coordinates large road construction projeatsently under way irColombia]in
monitoring and tracking the PMASIS, ensuring effecicoordination of LPM, the environmental authgriand the other stakeholders involved
in implementation.” (para. 3.5, pg. 12)

% bid., paras. 3-6-3.7, pp. 12-13.

® Ibid., para. 3.9, pg. 13. The results matrix was preseintegshnex to the Loan Proposal and repeated thgopar— “[to] contribute to the
economic and social development of southern Colanaloid to the economic integration of this regiothwieighboring countries (Ecuador,
Peru, and Brazil) by improving the efficiency aradesy of the Tumaco-Pasto-Mocoa road corridor” & ganeral objective of the project — “[to]
improve the efficiency and safety of the Pasto-Mooaad corridor by building the San Francisco-Moattarnate road, thereby promoting the
physical and economic integration of southern Cdlianwith neighboring countries and the main promucand consumption centers in the rest
of the country, as well as conservation of its gstesns, which contributes to the sustainable ecamamd social development of the region.”
One of the five outcome indicators contained i thatrix is the “increase in protected areas irefiea of the alternate road” from a baseline of
34,600 hectares to 65,289 hectares in year 8;tttegobeing the number of days each year with eevaffic restrictions (from 183 to zero), and
reductions in average travel time from San FramctscMocoa (from 2.5 to 1.5 hours, when the roattafficable), average vehicle cost per
kilometer (from US$ 105 to US$ 61), and the averagmber of accidents per year (from 23 to 12) dleersame time period (Annex, pp. 1-2).
Targets for each component of the project, inclgdVASIS, are also presented (pp. 2-5.)
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One final observation should be made with respegiroject preparation. Bank project
team members report that because of its complexity the high level of environmental and
social risks involved — it therefore having beemrectly classified as a Category A project for
environmental and social safeguards purposes —thethinancial and transactions costs entailed
in preparation and appraisal activities were wit\ee those required for less complex and risky
Bank projects. As a result, the project team hdddoamble” to obtain the technical cooperation
resources in order to ensure adequate preparatidnthas activity in and of itself involved
additional transactions costs, as did the many imgewith a broad range of both government
and non-governmental stakeholders, including NG@d #&cal indigenous communities.
However, no special provisions were made in thgept@reparation budget in order to finance
these extra costs. Supervision will also requirevabaverage costs that also need to be
adequately financed and strongly supported by Baakagement for the same reasons. Clear

incentives for and recognition of staff commitmant efforts are also needed.

D. The Environmental and Social Management Report (ESKR) and Associated
Studies and Plans

Although not summarized and barely mentioned inLib@n Proposal itself, the ESMR —
or IGAS (forInforme de Gestion Ambiental y Sogiad Spanish — is nevertheless an important
part of the project. This document observes thaigather, US$ 16 million, or 7.9% of the total
project cost for the alternate road improvementl e dedicated to environmental and social
management activities, including, in addition te thS$ 11.4 million for PMASIS cited above,
US$ 2.1 million for land acquisition in the right-avay (although this should more appropriately
be considered an operational rather environmemadlsacial management cost), and US$ 2.5
million for the environmental management plan foad construction work$? The report then
describes the various socio-environmental studiesed out as part of preparation of the road
improvement project. It affirms that the area tisalikely to be most strongly affected by the
project is the aforementioned Forest Reserve, wmegaeragement needs to be considerably
strengthened, and its area of influence, althougharea is not clearly identified. In the process,

the report identifies the following types of potahtenvironmental impacts: deforestation, (forest

™ Inter-American Development BanRplombia — Corredor Vial Pasto- Mocoa Variante Szmancisco Mocoa: Informe de Gestion Ambiental
y Social (IGAS)Washington D.C., October 20, 2009 (hereafter ESMR).
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and habitat) fragmentation, increased access (iaralaresources), inadequate occupation and
use of land, possible resource concessions, erosater pollution, adverse effects on flora and
fauna, and inadequate governance. Local econoreggtttement, and direct construction
impacts, as well as possible effects on indigenarsmunities, are also mention€dwith
respect to governance concerns, for example, ttdRESummarizes both the nature of the
challenges and measures to be taken as part pfdjext to help meet them:

As the problems that generate pressure on the crélae Reserve are growing and
becoming more complex, the relative capacity ofrthanicipal and environmental authorities to
control them are (sic) diminishing. These factsenpermitted the existence of communities in
the interior of the Reserve, deforestation, andhiveting of fauna, which is due in part to the
lack of technical resources, personnel and logistand even of planning, such as an
Environmental Management Plan for the Reserve, whas not been elaborated since the time
of its declaration in 1984. Lack of knowledge aartly about the boundaries of the Reserve zone
has meant that land titles continue to be granted #hat even mining or hydrocarbon
concessions are given in its interior. Lack of kiemige about the supplyferta) of natural
resources within the Reserve has meant that inbbbeen feasible to implement control actions
for species of high environmental value. Togethéh whe design of the alternate road, a
Management Plan for the Forest Reserve has bedworatad and, with implementation of
PMASIS, the Environmental Management Plan of theseRee (as part of the Integrated
Environmental and Social Management Plan —-PBMAJ) v formalized and the institutional
capacity of Corpoamazonia will be strengthenedafiministration, oversightvigilancia) and
control of the Reserve and implementation of thed¢gement Plan for the expanded Reserve. In
addition, a governance strengthening program wdl implemented that will permit local
communities, NGOs, and other organizations to @pdte in the oversight, control and
administration of the protected area. Furtherm®®ASIS foresees financing for the forest
guards (with the respective equipment for mobiktyd communication) and control of the
Reserve zone for a period of 15 ye&rs.

With regards to indigenous people, in turn, itrafis:

The indigenous communities located in the surraugsli and even within the urban

perimeters of Mocoa and San Francisco, are outbilelirect area of influence of the alternate

" bid., pp. 11-16 provides further details about each eéettypes of potential impact.
2 bid., pp. 14-15. My translation.
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road and the Forest Reserve, in which there aréousrcommunication routesvigas de
comunicacioi that connect these populations with the princgtiés of Pitalito (on the road to
Bogota) and Pasto, respectively. Thus, the cultopdning épertura cultura) of the area
inhabited by these indigenous communities has @yréaken place and interaction with the
Andean and Amazonian communities that reside oh e@m® has occurred since colonial times
through the Sachamates road (parallel to the altermoad corridor) and the current road
between San Francisco and Mocoa since the 193@suBe of this, Project support to the
opening of the area where these cultures are ldcaital. However, PMASIS includes...projects
to strengthen governance within the indigenous caomties, as well as to strengthen their
ability to interact with government entities ane tither population groups that live in the drea.

The ESMR does not appear to give much attentiowgher, to possible project impacts
on indigenous communities or governance concergenaethe direct area of influence of the
new road and the expanded Forest Reserve, noridpespose measures to address them. A
similar deficiency also appears to apply to thdotes types of possible environmental impacts
mentioned above. While this narrowing of the scop@roposed actions to the direct area of
influence of the new road and the Forest Reseryergi@esent a pragmatic response because it
would be difficult for the project to include remaldactions that go beyond this area, this does
not mean that such impacts may not be relevantignifisant over time. This apparent
inattention to the possible broader effects of tleav road would, thus, appear to be a
shortcoming of the ESMR and of the Colombian Gornent's and Bank’s approach to
identifying, assessing, and addressing its potemtrect, including induced development, and
cumulative, environmental and socio-cultural impact

The ESMR goes on to describe the proposed manag@taenn the following terms:

The objective of PMASIS is to protect and managedhtea of influence of the alternate
road {/ariantg), contributing to achieve conservation of the egadal functions of the region,
such as water supply and a rich variety of faund fora, for the country. For this purpose,
PMASIS integrates: (i) the environmental actiond awvestments by INVIAS in its capacity as
promoter and executor of the alternate road; [ activities of Corpoamazonia, in its role as
regional environmental authority, for the restaratand conservation of the protected area in the

context of the directives of the National and RegloProtected Areas Systems coordinated by

3 |bid, pp. 15-16.
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MAVDT and by the Special Administrative Unit forglSystem of Natural National Parks; and
(i) the measures necessary to comply with theirenmental safeguards of the IDB, in its
condition as financier of the project. PMASIS igeigrated by a set of specific plans based on: (i)
the commitments of INVIAS and Corpoamazonia; (ii)lastitutional Pact between entities and
organisms that can provide resources and initistiwéth those which are responsible for
execution of the proposed programs, signed May2D9; (iii) a pre-assigned budget for its
execution during the first 13 years; and (iv) contius support and monitoring by the Bafk.

Observing additionally that “the Project integgatdl the elements necessary to comply
with the Bank’s safeguards policies, especiallyhwispect to Directive B.9 [Natural Habitats
and Cultural Sites] of OP-703,” the ESMR then déss the five components of PMASIS
previously summarized above. However, as alsodi@eve, based on what is set forth in the
Executive Summary of the ESMR at least, this coreporof the alternate road construction
project, necessary and important as it is, doesappear to take the road’s potential indirect
environmental and social impacts in its larger aemfluence — which, from the standpoint of
the project’s indirect economic benefits, appedrkeast to include the departments of Narifio
and Putumayo — into account.

It is not even clear from the ESMR exactly how tarea of influence was — and is —
defined, or the basis for this definition. The mapChapter 3 of the ESMR does indicate the
approximate location of the existing Forest Resewi@ich seems to cover much of the area
along both sides of the alternate road route, disasanost of the adjacent watersheds, but there
are still areas close to both the towns of Sandisan and Mocoa, together with extensive areas
elsewhere in the Pasto-Mocoa corridor, to the eidlocoa, and along the central north-south
trunk road (Troncal Central), which passes throdygtoa and is indicated in the larger map
earlier in this document, that are likely to be aofed indirectly — and perhaps substantially so,
depending on the extent and nature of the newessttht and/or productive development that
may be induced in this region as a result of thprowed access and decreased transportation
costs made possible by the new road investmenhichnare not covered by the Reserve, even
after its proposed future expansion, and the pregbaistegrated Management District (DM).

"1bid., pg. 16.
> These two maps are presented as Figura 1.1 Lacidiz del Proyecto de la Variante San Franciscoedppg. 6, and Figura 3.1 Localizacion
Corredor Vial Pasto-Mocoa, pg. 44, respectively.
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Even though most of the larger Tumaco-Pasto-MoagertB Asis-Belém do Para
intermodal transport corridor involves rivers ratkigan road$? construction and paving of the
alternate road is important because it will deaehg distance between Bogota and Mocoa by
nearly 10%, from 798 to 730 kilometers, and thedrdime between these two cities, by 22%,
from 18 to 14 hours, thus, in the short run, comstlly improving the connection between the
project area and the capital city as well as offats of Colombia and neighboring areas in
Ecuador and Peru. Eventually, the improved road alsgy substantially enhance Colombia’s —
at present largely non-existent — connection with Atlantic coast via the Putumayo and
Amazon Rivers, although its ultimate effectivenegds an intermodal cross-continental
transportation corridor will also depend on needadigability and infrastructure improvements
on the Putumayo River, which the ESMR considerstitbbe far off in the future. As a result,
the ESMR concludes that, “from the standpoint sffitnctionality, the Pasto-Mocoa road, as a
means of transport in an east-west direction da¢shave a significant role in inducing trade
with Brazil; in the north-south direction, this teudoes play an important role in the short and
medium term in terms of the relations between #ggon with Ecuador® And it is particularly
important — and more immediately so — becausentipeaved road will permit greatly increased
freight transport along its entire lendfirhis notwithstanding, the longer-term potential &ots
of the planned intermodal connection with Braziliicbalso have been assessed, both in terms of
further increases in freight traffic along the edor and associated induced development impacts
throughout southern Colombia, including in the Arazegion to the east of Mocoa.

Assessment of such possible impacts, in fact, seéerhave been explicitly contemplated
in the Terms of Reference for the SEA proposedhi é¢arlier Bank Technical Cooperation
Project described above. According to these TORs,ab the main objectives of the SEA would
be to “identify and evaluate the induced (synergistumulative, etc.) environmental impacts
along the road corridor as a result of the constrn®f the missing segmeritdma de corridor
faltantgd, the San Francisco-Mocoa alternate, with whichoatinuous and efficient flow of
heavy traffic of passengers and merchandise wikgsiablished between the cities of Pasto and
Mocoa and, at the same time, the Tumaco-Pasto-MBoeao Asis-Belém do Para (Brazil)

"® Ibid., pg. 45. More specifically, this corridorwers a total of 2,804 kilometers, of which 2,292 riwer and 512 by land, with the latter
crossing three major ecoregions: the Pacific cbastee, the Andean highlands, and the Amazoniaiomggnainly to the east of Mocoa).

7 |bid., pg. 47.

"8 |bid., see pages 47-49 for increased freight ptinjes along the road under low and high scendmieween 2012 and 2030.
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intermodal corridor will be activated® In practice, however, this SEA, when carried out,
became a Regional Environmental Assessment (REA9flYodescribed below, which, while
clearly of great relevance, seems to have focusedraore limited part of this overall corridor.
Following a detailed analysis of the four alteived considered in relation to the road
connection between San Francisco and Mocoa, inguthe “no project” alternative, taking
environmental and social, together with other, dextinto account, and providing a more
detailed description of the recommended opfibthe ESMR describes the studies undertaken in
relation to the potential environmental and sodiapacts of the alternate road. The
comprehensive of these is a “Regional Environmefissessment” (REA) undertaken between
July 2007 and March 2008 by a Spanish-Colombiarswaiting consortium and presumably
financed by the Bank’s Technical Cooperation pripjeepresenting the proposed Strategic
Environmental Assessment (SEA). However, in practibe REA seems to have been narrower
in scope — both territorially and substantivelyhart the SEA originally proposed by the Bank.
Regional Environmental Assessment (according t&E®BKBIR) The “region” — and, thus,

de facto, direct and indirect area of influencetloé alternate road — studied entailed the
municipalities of Narifio, Pasto, Santa Rosa, Mo€&@pn, Santiago, Sibundoy, San Francisco,
Villa Garzén, Orito, Puerto Caicedo, Valle de GuamuSan Miguel and Puerto Asis, covering a
total area of 14,586 square kilometers, 72 peroénvhich is in Putumayo department, 21
percent (Santa Rosa) in the department of Cauch/%nin the municipality of Narifio in the
department of the same name. However, while arguablsing on the region of highest impact
of the alternate road in the short-run, even legaside the non-Colombian parts of the area of
influence of the Tumaco-Pasto-Mocoa-Puerto Asi®Beldo Parad corridor, this study area
excludes a substantial share of its potential Cbiam portion as well, including both the
extensive Amazonian region to the east of Mocoa Rudrto Asis and most of the corridor
between Mocoa and Bogota to the north, togethdr mitich of the corridor westward from the
municipality of Narifio (just to the northeast ofsRg to Tumaco. Neither how this particular
study area was determined nor why other partseofaityer corridor were excluded is clear.
According to the ESMR, “the principal objectivetbe REA was to analyze early on the

possible environmental and socio-cultural risks amportunities, induced at the national,

" Inter-American Development Bank, Términos de Rafeia Elaboracion de Una Evaluacion Ambiental Eagiaa da la Via Pasto-Mocoa, op.
cit., Objetivo y Alcance de la Consultoria, pg. 12.
8 ESMR, op. cit., see pp. 49-80 and 80-92, respelgtiv
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departmental, and municipal levels by the improvained the Pasto-Mocoa road, in order to
permit their discussion by key institutional actgmsor to its implementation.” It goes on to
affirm, appropriately, that “the need for the RE@riges from the consideration that construction
of the alternate road should not only include therks and actions needed to improve the
overland communication between Pasto and Mocoa,shatuld also respond to the direct,
indirect, synergistic, and cumulative impacts thia¢se improvements could induce on the
environment and the population along the road dorri®™ The specific objectives of this
exercise, in turn, were to:

e generate mechanisms to identify actors and paaticip scenarios at the regional
analytical scale that involves key stakeholderthaprocesses of identification, analysis
and monitoring of the environmental, socio-culturahd economic opportunities and
risks that affect the [undefined] Regional Susthilig System of the Pasto-Mocoa road,;

e identify and assess the induced (indirect, syngcgisumulative, etc.) environmental
impacts generated in the region as a result oinipeovement §dequacion of the Pasto-
San Francisco stretch and construction of the $amciSco-Mocoa alternate road; also, it
would evaluate the exogenous and endogenous trdries that would be generated in
the region;

e generate useful decision criteria for the authesitiresponsible for orienting the
sustainable development of the region so that tdagyidentify @puntalar), direct and/or
reorient territorial organizatioro{denamiento territorialland conservation processes for
the protected areas in the region; and,

e formulate an Action Plan in which regional guideknare established that permit,
prevent, mitigate, control, or compensate regiefiaicts®?

The resulting Action Plan was expected to have tmasic components: (i) territorial
organization; (ii) sustainable regional biodiversitanagement; (iii) strengthening of indigenous
communities in the Putumayo region; and (iv) measuto take advantage of economic
opportunities. While this is good, several questioan be raised concerning the adequacy of the
spatial and substantive scope of the REA and gsaated action plan. As already indicated

above, based on the ESMR alone it is not eviderdtvalctions are proposed in the REA to

% |bid., pg. 94.
%2 |bid., pg. 95.
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address possible indirect environmental and saciphcts associated with the improved road
connection outside the area of the proposed expaRdesst Reserve. This would include the
area within the proposed DMI — which is describrdthe REA as a “buffer zonedna de
amortiguamientdfor the economic activities of Mocoa” — both betm the Reserve and Mocoa,
including along the alternate road itself, and,hpps more importantly, between Mocoa and
Puerto Asis, as well as areas within the ColomBiarazon region beyond the proposed DMI —
to which access will also be enhanced as a resulieoimproved road. The extent to which
possible cumulative impacts resulting from othegioral and local development initiatives
acting together with the road improvement itselitie area of influence of the Pasto-Mocoa
highway (and its extension to Puerto Asis) weratified and assessed as part of this exercise is

likewise unclear.

V.  The REA lItself

Additional information pertaining to these quessiaran be found in the overview report
for the very interesting REA itself, which is awdile via the Bank’s external website. This
document first clarifies that the scoanbitg of the study is the “physical space or area where
in a direct manner, it is assumed that the effects of the improvenoénihe connection between
Pasto and Mocoa will be generated. This territosf@dce is a spatial reference which permits
making tangible germite tangibilizay the region affected by the road improvement” arab
determined “through a discussion exercise betwkertonsultants and the staff of INVIAS and
IDB, with one of the criteria for identification dfie study area being municipal boundaries, such
that its geographic limits correspond to the gepli@limits of the affected municipalitie§*
Thus, the chosen study area refers to what wasdasred to be the municipalities located in the
direct area of influence of the road to be improvedssible indirect effects on areas farther
afield, consequently, do not appear to have bdemtamto account.

However, the REA does recognize that this direeaaf influence will (continue to) be
affected by other activities in addition to the dcand that will interact with it, observing that:
“....the study area has the particularity, beyondatsitorial aspect, that a set of factors exist in
an incremental manner that act together with tlagl imnstructioper se Among these factors,

the increase in endogenous and exogenous flowghangresence in the zone of other economic

8 See Union Tau Temporal Consultora Ambiental, PRIEN, Ambiental Consultore&valuacion Ambiental Regional de la Via Pasto-Mqcoa
Informe Final Ajustado Resumen Ejecutivo EBBgota, Colombia, June 16, 2008, (hereafter Rgg)6. My emphasis.
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activities whose use of the Pasto-Mocoa corriddr affiect the Regional Sustainability System,
increasing the pressure on that System, shouldgbdéidghted.

Another particularity of the scope of the studyfers to theinternal differentiation of
the region, in other words that the area is not uniform im $ocio-cultural, economic and
environmental make up, but there neverthelesssaigtermanent flow of interchangtujo de
intercambiq between both zones, conditions that are, in slioet primary constituting factor
(constituyente primariopf the Region.

Under these conditions, the scope of the studitsimternal configuration, is composed
of two epicenters whose figure is intimately linked with the conte territorial epicenters,
which are constructed from the conjugation or snties of bioclimatic conditions,
communication relations and commercial, social enldural interchanges that take place in a
specific areadntorng or space. By the same token, the recognitionebinidion of the zones
does not derive from a mere geographical limitation whose denomination corresponds only to
topographic aspects, but rather corresponds to a territorial configrain which the groups or
zones that compose the Region are integrated ta it interrelate among themselve$?..

These two “territorial epicenters,” in turn aré). the “Andean” one, consisting of the
“high zone” constituted primarily of the municipidis of Santiago, San Francisco, Sibundoy,
Pasto and Colon to the west; and (ii) the “Amazohiane, corresponding to the “low zone”
composed of the municipalities of Mocoa, PuertosAssanta Rosa, Villa Garzén, Puerto
Caicedo, Orito, Valle de Guamuéz, and San Mifuél.should also be noted that the southern
boundaries of the municipalities of Puerto Asisy $aguel and Valle de Guamuéz in this latter
zone are on Colombia’s border with Ecuador, whfahther to the southeast, is formed by the
Putumayo River itself that also separates Colorfioim northern Peru. It should be noted that
the mountainous topography between both the egisbad from San Francisco to Mocoa and
the alternate to be constructed under this proyeleich is located farther away from (i.e., to the
north of) the Putumayo River, apparently represanggnificant barrier for land occupation in
the area close to the riv&rEven so, some transboundary “spill over” effeceyrbe possible,
especially over the medium to longer term, affegmorthern Ecuador. However, the REA does

not take these into account.

8 |bid., pp. 6-7. Emphasis in the original.
% bid., pg. 6. The REA also observes that Santa Roshetodrth, is included because of its relation Wiihcoa.
8 personal communication from Maria da Cunha, whaeisonally familiar with the project area.
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The study region has been subject to substantiahigmation over the past several
decades and is the location of mineral and hydbmraextractive activities, together with an
active agricultural frontier, especially in Villaa®én, Puerto Asis and MocbaBetween 1985
and 2005, the area was “characterized by the phenanof fragmentation, illicit crops,
expansion of the agricultural frontier, and thevgito of urbanization,” according to the REA.
This and other factors, in turn, have resulted imstability in the occupation of the soil by
economic activities, which has had repercussionspefcut¢ on the conservation of
biodiversity,” while, “over the last decade, thepaprance of activities on the margin of the state
of law (estado de derechdas generated dissuasive or regrowth dynardiogificas disuasivas
o de rebrot® in new zones, which has amplified the zones trirention.® Thus, at least part
of the study region — and, therefore, of the diageta of influence of the San Francisco-Mocoa
alternate road — appears to have been subjectngidarable occupation and housed significant
economic activities, both legal and illegal, oviee ppast several decades, including agricultural
frontier expansion and rapid urbanization.

Elsewhere, the REA observes that, unlike otherspaft the country, the regional
economy is quite diversified, and goes on to byieflescribe its agricultural, ranching,
forestry/timber extraction, mining, and hydrocarbastivities.” It describes governance in the
region as being “low® which is typical of resource frontier regions, esply in Amazonia*
This dynamic, complex, and problematic situatioesioot come across clearly in the ESMR,
however. Nor does the ESMR indicate how constraabibthe alternate road may affect — either
positively or negatively — these activities, theemsity and nature of the related land occupation
and use process, any associated potential futwgoamental and social impacts, or what
measures would be required to address these impacts

Based on its diagnosis, the REA lists the “key teghor concerns — both positive and
negative — in the study area in the following catess:

Environment: existence of high levels of biodiversity and ghhinumber of protected

species; evidence of deterioration in surface watairces; unsustainable forest extraction

8Union Tau Temporal Consultora Ambiental, PROINTR@biental Consultore®p. cit.,pp. 10-11, 17-18.

% |bid., pg. 20. Between 1960 and 1985, in turn, petrolexploration reportedly resulted in a 2000 percetiaesion of the regional
population, according to the REA.

% 1bid., pg. 22.

0 bid., pp. 22-23 and 25.

% See, for example, Robert Schneidggvernment and the Economy on the Amazonian FroMierld Bank Environment Department Paper
No. 11, August 1995, for a discussion of the situnain the Brazilian Amazon, although without ttadad problem of illicit crops, in the 1980s
and first half of the 1990s.
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processes; unsustainable extraction of fauna amdtimdber flora; deficiencies in sanitation
infrastructure in the human settlements; and légsosystem functionality and integrity;

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

Economic consolidation and growth of the presence ofiillicrops in the region;
historical tendency and important potential to negalirect investment in productive macro-
projects; limitations to the commercialization ot&l production and difficulties to access the
formal financial system; weak local entrepreneudapacity; potential to take advantage of
endogenous and exotic products and tourism develogmeak and poorly structured economy,
principally extractive in nature; little technologransfer to local communities; predominance of
low productivity agricultural and ranching actieid which are limited by the soil conditions; and
incipient and poorly structured development of ragro-ranching dynamics;

Institutional : weakness and lack of coordination of nationalgiaeal, and local
institutions with responsibilitiescOmpetencigsin the region; existence of social and economic
development plans and instruments with low regiomapact; incipient levels of inter-
institutional coordination in some parts of theaarew levels of governability; insecurity due to
the presence of illicit activities; and, environrteninstitutionality developed with limited
capacity for monitoring and control; and

Territorial : growth of spontaneous occupation of the territoggulting in a fragile
territorial structure; existence of deficient andadticulated territorial organization mechanisms
without a vision of the region; land use confliaigficiencies in the structure of property rights;
growth of urbanization and the territorial develapr of population centers with deficient
supply of urban services that structuoedenan their development; the incipient ordering of the
territory on the basis of conservation criteriagleficient internal communication system; and

insufficient external communication infrastructdte.

92 REA, op. cit,pp.27-29.
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Considering all these themes, the REA then idestifvhat it refers to as the interrelated
“guiding dynamics dinamicas rectorasfor the present state and evolution” of the stretyion:

(i) institutional weakness; (ii) reproduction ofetheconomic weakness; (iii) inhibition of
endogenous potential; (iv) permanent or systenddterioration of biodiversity; (v) territorial
disintegration and conflict; (vi) reproduction @i levels of quality of life; (vii) deteriorationfo
the social fiber harco social de convivendgia(viii) resistance and erosion of the indigenous
communities; and (ix) change/deterioration in aatupatterns® It affirms that “this set of
dynamics and the analyses undertaken reveal aldragstem submitted to a dynamic of
systematic decompensatiode6compensacipnwhich leaves the accumulation of a deficit or
singular externalities of an environmental, socéionomic and territorial nature.” And it goes
on to conclude that this fragility is the result & high degree of internal disarticulation due, i
the first place, to the systematic inhibition oé thtrategic regulation mechanisms of the system,
i.e., the institutions, the policies, and goverfighi This inhibition is difficult to control
endogenously dificilmente controlable enddégenamentbpcause it is the result of an
exogenously induced development model whose presessnd dynamics surpass the
management capacities of the system, which is mteally translated into the invalidation of
the institutionality {hvalidacion de la institucionalidgdo resolve the collective problems...All
of this translates into environmental, social, eroit and territorial indicators that denote very
low efficiency.”*

In order to effectively address this situation, RREA identifies five, again ultimately
interconnected, “potential or latent” dynamics f@):strengthening the regional social structure;
(i) institutional legitimization; (iii) strengtheng territorial integration; (iv) strengthening
environmental authority; and (v) “endogenizing” #eonomic growth patteri.With all of the
above as background, the REA then assesses tlasefiiethe road project, starting with the
“driving forces” fuerzas motricgsexpected to be produced by it — i.e., improvedriegional,
national and international connectivity, the incesrhin transport flows, and intervention in the
territory, followed by what are characterized as thrimary effects” that are expected to occur
as a result of these forces, divided into sevea&dgories: (i) territorial effects; (ii) economic

effects — more specifically increases of: transpenvices, agricultural and ranching activities

% bid., pg. 35.

% Ibid., pg. 35. Again this is reminiscent of Schneider'slieaanalysis of the political economy and goverce situation in the Brazilian
Amazon in the 1980s and 1990s.

% bid., pg. 36.
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and production (milk, potatoes and beans) in théeV@el Sibundoy, regional, national, and
international tourism, forest production for théemmegional, national and international markets,
and commercialization of “exotic” products and bi@dsity in the national and international
market, together with estimation of the economigereussions of the Pasto-Mocoa road and
effects on the “disorderly” occupation of the ragidue to the increment in economic activity;
and (iii) social effects — expectations and socw@tflicts and intensification of the process of
alteration and loss of cultural “cosmovisions.” TREA also sought to identify the induced and
synergistic or systemic indirect effects of thedaad its cumulative effects on biodiversity,
with the latter being the result of both the prignand the induced effects of the road together
with other initiatives and infrastructure in thegjien ”® The REA does not explain, however, why
its analysis of cumulative impacts is restrictetvimdiversity, thus leaving aside other potentially
serious cumulative environmental effects, such ah wespect to water quality and soil
degradation.

In the case of each of these potential effectsRiBA starts with certain assumptions. In
the analysis of social effects, for example, trengse is that “the increment in the transport flow
motivated by the connection between Pasto-Moco&ddmecome an incentive for the activation
of social conflicts in the region, with the inducezffect of deterioration in regional
governability.” It likewise observed that “consttion and operationpiesta en marcheaof the
San Francisco-Mocoa road could motivate conflictth whe indigenous communities in the
region, as this could be used as a pressure machd&necanismo de presipto require éxigir)
or claim rights and unsatisfied promises” havingnikrly adverse effects on regional
governability as the aforementioned social cordliétlso with respect to indigenous peoples, the
REA affirms that “construction of the alternate daaupposes a new cultural penetration route to
the indigenous territories in Putumayo and, beydmel Colombian Amazon, which, it is
supposed, contributes to a historical processtefatlon and loss of the cultural cosmovisions of
the indigenous communities of the region, with itduced effect of the loss of regional social
cohesion.”®’

With regard to cumulative effects on biodiversitythe area, the REA concludes that
they would be “high for the zone studied and takimg account the potential pressures and the

high affected biodiversity values,” noting furthteat this assessment “assumes and considers the

% |bid., pp. 36-38.
7 bid., pp. 49-51.
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continuation of the current settlement tendencresthe weakness in the institutional definition
and control of the territory.” It also states tlite special characteristics of the study area
[mean] that the joint pressure of the [developmemt]atives affect, in a special manner, the
zones dominated by high and very high biodiverstyd, thus, vulnerability in the face of such
pressures. In other words, the effect on bioditxersill be predictably greater than would be
expected in areas of lesser value submitted tdasimpressures...from which the importance of
adopting preventive and management measures awhtm| the emergence of new pressures is
derived.”®® In short, unless firm action is taken to protectiodiversity in its direct area of
influence is at particular risk as a result of ¢amsgion of the new road.

Despite the above assessments on balance, howbeeREA reaches a much more
upbeat conclusion — although it is not entirelyaclen what this optimism is based — to the
effect that “the improvement of the Pasto-Mocoalroan, as a function of its diverse territorial,
economic, social and environmental effects, modifg state and behavior of the regional
sustainability system, making it more sustainabléhe long run.” Among other things, although
it is not explicitly stated, this would assume tha proposed mitigation measures will, in fact,
be fully and properly implemented and sustainede REA also observes that the road is
expected to have essentially positive effects ith l@onomic and territorial terms, including in
terms of territorial integration at the regionatdé while the principal potential adverse effects
would be in terms of the road’s possible impactsnoigenous people and biodiversifyHence,
the proposed Action Plan, which is summarized i rist of this document? focuses on the
actions considered necessary to address these.is$omever, as indicated above, this analysis
seems to overlook numerous relevant consideratinasiding potential indirect and cumulative
environmental impacts other than on biodiversityd,amore broadly, possible indirect —
including induced development — and cumulative ioipautside the immediate study area, both
in Colombia itself and potentially also in neighiogr Ecuador, which are likewise bypassed in
the associated action plan. Potential adverselsogiacts on vulnerable local populations other
than indigenous communities, such as pmonpesinosvho may be negatively affected by other
groups attracted to the region, also seem to berghy overlooked in this assessment and the

associated Action Plan.

*Ibid., pp. 56-57.
* Ibid., pp. 57-59.
10 See pp. 62-72.
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VI. The Forest Reserve Management Plans

A second study, which was conducted in paralleh®oREA and will not be described in
detail, was carried out for preparation of the Bdasnvironmental and Social Management Plan
(PBMAS) for the Upper Mocoa Basin Protection Foréstserve (RFPCARM). It was
undertaken between May 2007 and July 2008 by anattvesulting firm under the technical
direction of Corpoamazonia, which is responsible &ministration of the Reserve, and also
financed by the Bank’s TC project. The study areathis plan involved 69,174 hectares (or
roughly 692 square kilometers) in Mocoa and Samdisgao municipalities, including the
existing Forest Reserve covering 34,600 ha, crededthe National Renewable Natural
Resource Development Institute (INDRENA) in 1984.

The main objective of the Plan is to “define theessary actions for conservation of the
forest reserve, including redefinition of its boands, which were determined on the basis of a
watershed supply area criterion for a small hydvegroplant in Mocoa intended to provide
electrical energy to this city and other settlermdotated in the middle and lower Putumayo
[River valley], but was never built.” The ESMR thabserves that, within PBMAS, the
boundaries of the Reserve area would be redefiordie basis of ecosystem criteria, in which
not only would the high foothillspfedmontg near the [existing] reserve be included as phrt o
the area to be protected, but the fact that thervess located in a strategic zone that connects
the principal regional and national ecosystemshef@olombian Massif will also be taken into
account.** The PBMAS would likewise include a Management Ftarthe expanded Reserve
and for two additional proposed “Declared Areas,’baffer zones, for additional protection --
the Mocoa Integrated Management District (DMI),th@ immediate east of the Reserve near
Mocoa with the purpose of ensuring that the econoadtivities that are developed in the
vicinity of this town “respect the boundaries o&tReserve and promote its conservation as a
strategic water source for development” and theédeted-Production Forest Reserve (PPFR) on
the western and central parts of the existing Resexhich would serve similar functions in
relation to San Francisco but also recognizes fdadity of existing communities settled in its
interior in the Vereda de Minchoy® The PBMAS Action Plan contains four “strategielsatt
were reportedly fully incorporated into the PMASAStion Plan for: (i) territorial organization;

(i) conservation and sustainable development ef ‘thhanagement areas;” (iii) linking the

IESMR,op. cit.,pg. 96.
102 hid., pg. 98.
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community to conservation of the management areaad; (iv) operation and control of the

Declared Areas, respectively.

VIl. The Upgraded EIA

The third major study summarized in the ESMR argb alndertaken in parallel, but,
unlike the two previous ones, fully financed by telombian Government, was the updating of
the Environmental Impact Assessment (EIA) for theéermate road to meet MAVDT's
requirements. In this connection, the ESMR poinis that, as a result of the updating and
complementing of the EIA for the alternate route,wias possible to go beyond these
requirements to “achieve the objective of havirgpacial engineering design that minimizes the
intervention in the forest reserve compared withafhiginal design*® The final EIA proposals
resulted in three specific outputs: (i) a managdnpésn for construction and operation of the
alternate road; (ii) an obligatory environmentaastment planplan de inversion ambiental
forzosg; and (iii) a financial support plan for executiaf PBMAS. The first of these
“‘comprehends prevention, mitigation, and contrdicaxs and works applicable to the special
engineering design and also including special mitighn measures appropriate for a protected
area such as elevated passageways for fauna ocovénpasses, bridges and drainage works,
minimization of the berms along the roadway to dveettlement along the right-of-way or the
stopping of vehicles seeking to extract resouroa® the reserve, adaptation of the works camps
located at the entrance and exit for the reserveoasrol points for access to it, among other
measures.” The second refers to the use of a mamydaid corresponding to 1 percent of the
value of the road investment to be applied in tla¢evshed affected by the alternate road project
and for the required forest compensation becausstieetion of the road will consume close to
95 hectares within the existing Reserve. The tisigklf-explanatory.

VIIl. Diagnostic Studies, Impact Analysis, and Proposed #iflgation Measures
The ESMR then presents the findings of the socworenmental diagnostic studies of the
project “region.” The environmental studies inclual®rief description of the various protected
areas in the region, followed by discussions opligsical characteristics (i.e., climate, geology,
geomorphology, water resources, vegetation and leaq flora and fauna) and social aspects
(population and land tenure) and economic actwitieboth the corridor from Pasto to Mocoa as

103 hid., pg. 99.
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a whole and the area of influence of the proposepamded Forest Reserve, including
agriculture, ranching, forestry, infrastructure,damining and petroleum concessions and
exploration):®* before turning to an analysis of the road consimacproject’s most significant
potential environmental and social impacts underbadings mentioned at the beginning of this
section'® These potential impacts and associated proposdigjation measures are then
summarized in a table which focuses on three leyglmpacts on regional ecosystems, again
with the “region” in question delimited as abové) {(mpacts on the existing and proposed
expanded Forest Reserve; and (iii) impacts on thaulations of Mocoa and San Francisco
related to the Reserve and road proj€tiunder the first heading, for example, the ESMR
highlights “the regional dynamic of fragmentationdauncontrolled exploitation of natural
resources” and “expectations of indigenous commasit The associated mitigation measure
for the former is described as being the formalmratexpansion, and improved management of
the Forest Reserve, as detailed in the PBMAS, wlios@cing is included in PMASIS. As
concerns the latter, the Report observes thatie fthncipal indigenous communities in the
region are located in the Andean zone, in the SlbyrValley; these communities have shown
interest in the constitution of an Indigenous Ma@idone for the reserveseéguardo} of the
Sibundoy Valley, which is foreseen in PMASIS. Irddibn, support for the development of a
Working Group Mesa de Trabajpwith indigenous communities led by the Ministryloterior
is contemplated in the PMASIS [which] also includagpport to strengthen the Indigenous
Leaders Cabildog of the Sibundoy Valley, as well as a support paag for development of
integral [quality of] life planes integrales de vigldor the Andean and Amazonian indigenous
communities in the region™

The balance of this extensive report describestaidthe elements and components of
PMASIS, which have already been briefly summariabdve'®® It, thus, provides an excellent
basis for guiding implementation of this key secamnponent of the San Francisco-Mocoa
alternate road project, and, especially those mstentailed in establishing, expanding and/or

formalizing, as well as strengthening environmerdatl social management of, the Forest

104 |hid., pp. 109-145.

195 For details, selbid, pp. 148-157.

19 |hid., Table 7.4, pp. 161-164.

7 |pid., Table 7.4, pg. 161.

108 |bid., pp. 165-227 for the specifics. The costs, implemiion responsibilities and financing sources forABS are further identified in the
following chapter, as are the special disbursenagnt other conditions associated with it, and pregoBank monitoring and supervision
arrangements in pp. 228-238.
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Reserve and its adjacent buffer zones. It, thiss, provides an excellent basis for the Bank to
carefully monitor and supervise the plan’s executio

The area covered by the expanded Forest Resen® th proposed new Production-
Protection Forest Reserve (PPFR) — which wouldlireva total of 5,770 hectares along a very
substantial part of the immediate road corridor whéth, at the time the diagnostic studies were
carried out, housed just over 1,500 people in 3@iilfes occupied in agricultural and ranching
activities — beyond the 65,289 hectares proposebet@dded mainly to the north, but also
somewhat to the south, of the existing Reserve gteater distance from the alternate road,
together with the proposed Integrated Managemestritti (DMI) — this area involving more
than 50,650 hectares that would surround the totvMacoa and extend for a considerable
distance adjacent to the expanded Forest Resethd@dthe north and the south, as well as, to a
lesser extent, to the east — would significantigréiase the territory surrounding the new road
that would come under greater land use control @mdronmental protection, at least for an
anticipated 15 year period. If implemented as péaihthe actions proposed in the ESMR will go
a long way toward avoiding and/or mitigating andnpensating for the potential adverse
environmental and social impacts of the new roatiiwithe aforementioned study region.

However, as observed above, despite their statgattoles and the requirements of the
Bank’s Environmental Assessment Policy, less atisnappears to have been given in these
diagnostic and impact studies and the associate@ttfoemental and social mitigation and
management plans to possible indirect environmesmal social effects associated with new
development induced by the new road investmentidmitthis area. And even within the
proposed DMI area immediately to the east of thee$tdReserve through which other important
north-south and east-west roads currently pass,utclear how specifically — and how well —
the possible cumulative environmental and sociglaats of increased use of these roads and
associated new settlement and/or land occupatierge assessed. More generally, the studies do
not identify or assess the possible indirect, idiclg induced development, and cumulative
impacts on either the environment or local popatetiat the level of the road corridor’s broader
area of influence, as foreseen in the Terms ofi@ete for the SEA, in view of: (i) the expected
increase in traffic, including freight traffic, alg the corridor over time; and (ii) the improved

access and reduced transport costs to and withipribject region and adjacent areas in relation
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to other parts of Colombia, including Bogota to tweth and the Amazon region to the east, and

neighboring Ecuador and Peru — and eventuallyBiaail — that will be associated with it.

IX. Implementation Experience

Even though the loan for this project was approve®ecember 2009, it only became
eligible for disbursements in September 2011 asaf&ay 2012, just US$ 5.3 million has been
disbursed. Thus, project execution as such isigtal very early stage, and it is not yet possible
to comment on implementation experience to datéerotthan the fact that Bank loan
effectiveness conditions have now apparently beehfollowing considerable delays, while two
of the associated Technical Cooperation operatiesyzecially that involving support to some of
the indigenous communities in the project areaatse still ongoing.

In addition, in July 2011, the project became stibje a formal complaint to the Bank’s
Independent Consultation and Investigation Mectman{#CIM, or MICI in Spanish’® by
several of the project-affected indigenous grouper aan alleged lack of prior consultation
regarding the new road investment and associategdoemental protection measures. More
specifically, according to the ICIM website, theggnand Kamentsa indigenous communities
claim that they have not been “included as an nallguart of project design and implementation,
that the project does not have an appropriate datieun process, and that it presented concerns
related to possible irreversible environmental @odial impacts on these communities.” In
addition, the requesters allege project-relategsfiassing and invasion of indigenous properties,
inadequate participation of indigenous communitregproject decision making and potential
negative environmental, health, and socio-econadssiges.™*°

This claim also seems to involve long-standing ulydey land rights and tenure issues
between these same indigenous groups and the CialorGlmvernment in part of the area to be
included in the proposed expansion of the Moco@$tdReservé! In August 2011, the Bank’s
ombudsperson judged the request to be eligiblectmsideration and it has been officially
registered by ICIM, as indicated on its externalbgie. The next step will be for the
“Ombudsperson to begin an assessment processeiomiae if a dialogue among the Parties is

199 The ICIM, which succeeded the Bank’s InspectiondPawas instituted by a policy approved by the BsuBoard of Directors in February

2010. According to the Bank’s external websitds tholicy “establishes an independent forum andcgse to address complaints from
communities and individuals who allege that theyhea adversely affected by IDB-financed operatiofibe ICIM oversees compliance with
the IDB’s social and environmental policies.”

110 A CO-MICI-001/2011.

111 personal communication from Maria da Cunha.
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feasible paying special attention to a Popular dxctielated to contesting the environmental
licensing and obtaining precautionary measures diatalelaying construction of [the alternate
road], issues that differ from the concerns pressbind the ICIM.” The associated assessment
report is expected to be completed by December2021? It is unclear, however, if this
mediation process is unsuccessful and especiatheiindependent Colombian judicial review in
response to the aforementioned Popular Action shmasdolve that a new environmental license

is necessary, how this will affect project implenaion.

X.  Conclusions and Lessons

For the most part and at least during the pretcocison phase, the Bank appears to have
approached identification and assessment of theaamuental and social impacts of the Pasto-
Mocoa road — and of the San Francisco-Mocoa aliern@ad in particular — in a largely
appropriate way. Leaving aside for the moment thestjon raised above as to whether the
spatial and substantive scope of the environmamiglsocial impact analysis incorporated in the
Regional Environmental Assessment (REA) was seffity broad, the real test will come with
the actual construction of the new road and thelieipn of the measures prescribed to
minimize, mitigate and/or compensate for its dirantl indirect impacts, including expansion
and strengthening the management of the Forest\Redgough which it passes. The  project
has just now become eligible for disbursements taedIDB undertook a start-up mission in
September. It is, thus, essential that the acti@ssribed in the ESMR are properly implemented
and that this process and its results are careftpitored and supervised by the Government
and the Bank. This should include arrangementsdémtify and monitor possible indirect
environmental and socio-cultural impacts of the m@a&d — and of the improved transport
corridor connection more generally — including #agsulting from induced settlement and
economic development, beyond, as well as withia,dpecific area that was studied as part of
the REA. Should there be non-compliance with thekBasafeguard (or other) requirements,
moreover, it is equally essential that adequatessbe taken to remedy this situation in a timely
manner.

In order to avoid repetition of the conclusionsl déessons presented in the earlier papers

in this series on IDB-supported road improvement/@nroad-related projects in the Brazilian

12 CO-MICI-001/2001, Complaint Detail.

53



Amazon (primarily the state of Acre), Bolivia, Pama and Peru (see footnotes 113 and 114
below for example), several findings and implicatioof the above review merit reiteration
and/or further elaboration:

1. Bank project documents, especially Loan Proposalsuld provide greater information
about the associated environmental and social neameigt arrangements, including maps
of the affected areas. In the present case, a mhetaled description of the second
component of the alternate road project, PMASI®résented in an annex containing the
Environmental and Social Management Report (ESMRIGAS in Spanish), but its
contents should be spelled out in greater detathexmain text of the Loan Proposal
itself. In this case, moreover, the ESMR summarizeand, thus, provides only an
overview of -- the results of three other studiekich are also available electronically in
the project file through the Bank’s website, buttlie case of one of these at least, the
REA, only the summary of is presented and not tilestudy. Presumably, the full report
or reports are available at the Bank’s Public Infation Center, or at least should be if
it/they are not.

2. It is likewise important that the project's direahd indirect area of influence — for
purposes of potential direct, indirect and cumu&atenvironmental and social impact
identification and remediation — be explicitly defd and indicated in Bank Loan
Proposals, together with a clear explanation asotw this area was determined. In the
present example, the ESMR annex does indicate riiee that was taken as the “study
region” for the REA, but this seems to have beenatea considered likely to be directly
affected by the road improvement project and netléinger area that may be indirectly
affected. In addition, the region considered wafindd apriori as one that would not
involve potential transboundary impacts, even tiosgch impacts may possibly occur
over the medium term as a result of improved cotmes of the eastern part of the
project area with neighboring Peru and Ecuador, awér the longer term, with the
Brazilian Amazon region. More importantly, it aldoes not include significant areas to
the west, north, and east within Colombia itsepexially along the route north to
Bogota, that may be affected by the new settleraedt productive activity with their
associated environmental and social impacts inducedrt by the project. Specifically,

this area includes the bulk of the department ofifida(i.e., most of the existing road
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corridor between Pasto and Tumaco on the Pacifasttowhich, together with the
department of Putumayo, is expected to benefit ftbenimproved road connection in
economic terms, most of what is likely to be a moeavily traveled corridor between
Mocoa and Bogoté, and most of the southern pareo€olombian Amazon region to the
east of Mocoa and Puerto Asis, to which physicaksg will also be improved by the
road. These areas, it would seem, would constgatts of the indirect area of influence
of the project, yet possible impacts within thenreweot considered.

. While no explanation is given in Bank project doamts as to why the proposed
Strategic Environmental Assessment (SEA) — whosen3ef Reference were annexed
to the Operations Plan for the Bank Technical Coatpen project that financed it — was
subsequently undertaken as a Regional Environmekdéaessment, this nonetheless
suggests some narrowing of the focus of this aitalyéxercise in relation to the original
intention with which the Bank apparently concurrddder such circumstances, the Bank
should clarify decisions that result in an apparatieration of its original intent,
especially where interpretation of its environmeérdad social safeguard policies is
concerned.

In addition to the questions regarding the spas@pe of the REA and resulting
environmental and social management plans, themeagdpear to have been substantive
limitations on this exercise. Potential cumulativgpacts on environmental quality, other
than with respect to biodiversity, do not appeandwe been considered, for example on
water quality and soil degradation. Similarly, putal social impacts seem to have been
largely restricted to possible effects on indigesioammunities. Potential project impacts
on existing low-income rural populations, includitige campesinacommunities located
in what is proposed as the new Protection-Prodackiorest immediately adjacent to
much of the alternate road itself, as well as ellse within the existing and proposed
expanded Forest Reserve and the proposed Intedviaiedlgement District, for instance,
also appear to have been largely overlooked. Timagacts may be of considerable
relevance to the extent that the new environmeartatection measures, including those
for biodiversity conservation, to be implementedconnection with the project may

result in lowered access of these resident popuatio natural resources, including flora
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and fauna, on which their livelihoods partially ded at present, and, thus, to decreased
incomes and employment.

More generally, even leaving aside the areas ait$id “region” which is the focus of
the diagnostic studies contained in the REA, tlusudnent’s description of the present
nature of this area as a dynamic, complex, andl@muitic active resource frontier zone
characterized by low governability suggests thatwitl be very difficult, if not
impossible, to effectively control the additiondetvelopment” pressures, including those
on natural resources, likely to be induced by tredrimprovement project, together with
other development interventions, especially outsidese areas, important as they
undoubtedly are, proposed to come under expandddsaengthened environmental
protection. Under the circumstances described enREA itself, in short, its conclusion
that the effects of the project will be largely e can be gquestioned, even assuming
that the proposed biodiversity conservation andgerbus peoples protection measures
are fully implemented, which is still to be detenmil, as project implementation is just
now starting to really get underway.

. This suggests that, as in the case of Acre in tlagiBan Amazon, what is required is a
much broader longer-term regional development ptpja which the road improvement
is just one component® Among other things, such a project should inclodesiderable
strengthening of local institutions, including dep@ent and municipal governments and
NGOs, as well as effective land use controls, tol@sdiversity and other environmental
protection measures, and the promotion of alteredivelihood activities for the affected
populations similar to those being supported byBaek along the Amazonian portion of
the Interoceanic/lIRSA Sur Highway in Perd.

It likewise suggests the need to take a truly nmdttoral spatial approach to
development of the “economic corridor” formed bye tiiumaco-Pasto-Mocoa-Puerto
Asis-Beléem do Para axis as a whole — including likely consequences of its

intersection with IIRSA’s “Andean” corridor — simail to the approach taken by the Asian

113 g5ee John Redwood Ill, Managing the Environmentdl Bocial Impacts of Major IDB-Financed Road Impnment Projects in the Brazilian
Amazon: The Case of BR-364, consultant’s reportshifegton D.C., July 2011.

14 5ee Redwood, Managing the Environmental and Stjghcts of the Major IDB-Financed Road Improvemand Road-related Projects in
Peru, op. cit.
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Development Bank in the Greater Mekong SubregioSdntheast Asid> Even if the
Brazilian portion of this corridor is not considdrior the moment, given that the fluvial
connection with Puerto Asis does not appear likelgome to fruition in the immediate
future, the Colombian section should be conside®d whole. IIRSA, and, thus, the
Bank — through its revitalized participation in th@&partite Technical Committee to
support this initiative — as well as through itschieical Cooperation and lending
operations, can and should play a major role i tbgard.

8. However, as indicated above, the Bank’s currenamzation makes it more difficult to
work across sectors and, thus, to prepare, appragesupervise multisectoral operations
such at the type that would appear to be most gpipte in cases such as the present one.
Bank management should, therefore, proactively $ealkevelop ways to substantially
reduce, if not eliminate, this significant interrsatuctural constraint which is beyond the
capacity of sector technical staff to resolve.

9. As also observed above, this is clearly a high @tegory A operation (which by
definition are higher risk than most projects) frtme standpoint of its potential adverse
environmental and social impacts, as well as oatlths involved very high transactions
costs with a broad range of client country (and esamternational) stakeholders in both
government and civil society. This being the cdke,Bank needs to provide adequate
financial resources, management support and atleentives for the sector staff who are
engaged in such operations.

10. Finally, the Bank should likewise ensure that gjhgicant issues and changes in design
that arise, including as a result of interactionthwother stakeholders, during project
preparation are properly documented, the sameagdptying to those that occur during
implementation and supervision, so that the expeeegained and lessons that emerge
from how these issues were handled can be madklaleaior the benefit of other Bank
staff and clients to help guide the planning andcekion of similarly complex and risky

operations in the future.

15 gee John Redwood IlI, Spatial Approaches to Saitéé Development: The Asian Development Bank’ssRwld Experience in the Greater
Mekong Subregion, Its Relevance for the IDB andsis Application in the Amazon Basin, consultamgport, Washington D.C., July 2011.
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