Peru Civil Society Calls for Greater Governance in new CAF Loan to IIRSA Sur Highway

Consulted CSOs and Environmental Ministry disagree on fundamental accountability mechanisms 

14 December 2010

After a second round of consultations, Peruvian civil society organizations that make up the Working Group on the Southern Interoceanic Highway (GTSC IOS in Spanish) have proposed greater commitment to governance in the design and specified outcomes of the next $26 million loan to address risks and opportunties associated with the IIRSA highway.  Despite recent assurances by MINAM that the new loan had considered civil society concerns and proposals, regional leaders have decided that their principal concerns have not been met.

Recent descriptions of the new CAF MINAM project (Public Investment Program for the Social and Environmental Management of the Mitigation of Indirect Impacts of the Southern Interoceanic Highway) have provided further information on the design of the new loan.  While a shift in focus on economic investments in the proposed design as well as efforts to consult with civil society represent a marked and welcome departure in project preparation process compared to the original loan, there remain key inconsistencies between the stated priorities of MINAM and observed gaps in the loan design.

In a letter to the Peruvian Environmental Ministry (MINAM), the leaders of the GTSC IOS called for increased budgetary commitment, strengthened transparency and accountability mechanisms, and guaranteed civil society participation in decision making processes as core reforms in the design the new project.  Without greater commitment to governance, the new project will repeat the errors that severely limited the effectiveness of the first loan.

To read the the GTSC IOS letter to MINAM on the design criteria for the CAF loan, see:

Carta GTCIOS a MINAM sobre PGAS CVIS II 12.13.10 
To read the DAR press release with statements from GTSC representatives, see

DAR Nota de presna CAF MINAM Talleres 12.14.10 
A recent study by Derecho, Ambiente and Recurso Natural (DAR) provided alarming evidence of the design and implementation defects of the first effort to mitigate the impacts of the Southern Interoceanic Highway.  The DAR evaluation showed that the CAF/INRENA Environmental Management Loan for the Southern Highway fell short in areas of transparency, participation, institutional capacity assessment, and accountability for results.  Moreover, the inadequacy of the resources in the loan, mismanagment by INRENA and the short-sighted focus on simply limiting harm, add to the observed problems that have accumulated since the highway was initiated in 2005.  

The highway cost has spiked to nearly $2 billion (more than twice its projected cost) and many local stakeholders see more costs than benefits from this flagship integration initiative between Peru and Brazil.  The original $17 million mitigation loan, a tiny amount relative to the highway cost, was designed to address the myriad environmental challenges posed by a hastily designed and poorly contracted international highway.  According to the authors of the DAR evaluation, the original CAF/INRENA project has done little to build governance in the region affected by the Amazon segment of the highway - set to be inaugurated in late 2011.  

The Southern Interoceanic Highway has been an emblematic example of poor planning for the CAF and for the Peruvian government, beginning with the avoidance of proper environmental and financial due diligence that led to the massive cost overruns and construction delays.  In 2009, the government announced its intent to build a large hydroelectric dam that would directly flood over 100 km of the new, dramatically expensive highway.  The proposed rerouted segment of the highway would pass though the buffer zone of the Bajuaja Sonene forest reserve.  Brazilian construction companies have reaped the benefits of repeated planning errors, capturing windfall profits on the highway cost overruns, bidding on the new hydroelectric dam and the likely rerouted segment of the original highway.  

Peruvians, while still optimistic about the potential economic opportunities opened up by the highway when it becomes operational, have grown increasingly skeptical of the mismanagement of development resources.  Many organizations closest to the project are critical of the lack of timely information and involvement in resource use and planning decisions that will have direct effects on their livelihoods.

Now the government is negotiating a second loan with the CAF to redress the problems observed in the first risk mitigation project and to promote sustainable development efforts in the lowland region of the highway.  The proposed $26 million loan would fund a continuation of some mitigation activities initiated under the first phase of the project, but shift the focus toward sustainable development investments in the area of influence.

Since 2009, civil society organizations have attempted to communicate their concerns for improved governance investments in the highway affected region.  After the most recent consultations conducted by the Peruvian Environmental Ministry (MINAM), organizations that represent affected populations along the lowland segment of the highway and have monitored the implementation of the road and mitigation project since 2005, have objected to the lack of clear governance commitments in the new loan.

Questioning whether the government has indeed learned the lessons of the first loan, summarized in the DAR study and other civil society inputs to the planning process, the GTSC letter calls for structural changes in the new loan design to ensure effective use of the resources.  Long term governance and sustainable development in the southeast region of Peru will depend on resolving these inconsistencies between the discourse and the action of MINAM and CAF regarding the minimal, essential criteria for effective investment toward these objectives.

