
- Error! Main Document Only. -

PUBLIC

Document of the Inter-American Development Bank
Multilateral Investment Fund


PANAMA
Supporting indigenous enterprise use of natural capital in the Punta Patiño Nature Reserve 
 (PN-M1023)

Donors Memorandum
	This document was prepared by the Project Team consisting of: Zachary Levey (MIF/ABS) and Svante Persson (MIF/CPN), Co-Team Leaders; Georg Neumann (MIF/KSC), Ruben Doboin (MIF/DEU), Michelle Santamaria (MIF/CPN), Rosario Arosemena (MIF/CPN), Isabel Auge (MIF/ABS) and Anne Marie Lauschus (LEG/NSG).



Under the Access to Information Policy, this document is subject to public disclosure. 
iAnnexes


iDocuments in Technical Files


iiAbbreviations


- 1 -I.
Executive Summary


- 2 -II.
Background And Justification


- 2 -A.
The Punta Patiño Nature Reserve


- 3 -B.
Natural Products Derived from the Coconut


- 4 -C.
Summary of Dimensions of the Problem


- 5 -D.
The Proposed Project


- 7 -III.
Objectives and Description


- 7 -A.
Project Impact and Results


- 7 -B.
Description of Components


- 9 -IV.
Cost, Financing, and Sustainability


- 11 -V.
Executing Agency and Mechanism


- 11 -A.
Executing Agency


- 12 -VI.
Monitoring, Evaluation, and Knowledge Return


- 12 -A. 
Monitoring and Evaluation


- 14 -VII.
Program Benefits and Risks


- 14 -A.
Program Benefits and Development Impact


- 14 -B.
Risks


- 15 -VIII.
Environmental and Social Aspects




Annexes

Annex I
Logical Framework 
Annex II
Detailed Project Budget 
Annex II
QED
Documents in Technical Files

Annex IV
Table of Preliminary Project Milestones 

Annex V
Procurement Plan

Annex VI
Diagnostic of Executing Agency Needs (DNA)
Abbreviations

Whenever reference is made in the document to any of the terms mentioned below, the same will be understood to mean the following:

	Term
	Meaning

	AMPYME
	Micro, Small and Medium Enterprise Authority

	ANCON
	National Association for the Conservation of Nature

	ANAM
	National Environmental Authority 

	DNA
	Diagnostic of Executing Agency’s Needs

	EU
	European Union

	GDP
	Gross Domestic Product

	IAF
	Inter-American Foundation

	IDB
	Inter-American Development Bank

	ITTO
	International Tropical Timber Organization

	MIF
	Multilateral Investment Fund

	MSME
	Micro, Small and Medium Enterprise

	NGO
	Non-governmental Organization

	SENAYCT
	National Secretariat of Science, Technology and Innovation

	UNESCO
	United Nations Education, Scientific and Cultural Organization

	US
	United States

	PSR
	Project Status Report


Supporting Indigenous Enterprise Use of Natural Capital in the Punta Patiño Nature Reserve
(PN-M1023)

I. Executive Summary

	Beneficiary Countries:
	Panamá

	Executing Agency:
	La Asociación Nacional para la Conservación de la Naturaleza (ANCON)

	Target Beneficiaries:
	The Project beneficiaries will be: 100  indigenous producers and their families from three Embera-Wounnan communities located in the Punta Patiño Nature Reserve and its buffer areas. 

	Financing:

	Modality:
MIF:

Counterpart 

TOTAL:
	Non-reimbursable
US$      482,000
US$      276,000
US$      758,000


	Objectives
	The intended impact of this project is to contribute to an increase in the average household income of at least three Embera-Wounnan indigenous communities living in the Punta Patiño Nature Reserve, while ensuring the sustainable use of natural capital.  Specifically, this project will support community enterprises’ sustainable use of natural capital in the Punta Patiño Nature Reserve through products derived from the coconut and other forms of natural capital.


	Execution Timetable
	36 months for project execution and 42 months for disbursement.

	Special Contractual Conditions
	As conditions precedent to the first disbursement of funds, ANCON will submit, to the Bank’s satisfaction, the operations plan for the first year of operations. 

	Exceptions to Bank Policies:
	None.

	Environmental and Social Review
	The E&S (Environment and Social committee) reviewed the operation on January 9, 2013. In accordance with the Bank’s toolkit, this project has been classified as a category “C” operation. 


	Coordination with Other Donors
	The project expects to coordinate with the Panamanian Micro, Small and Medium Enterprise Authority (AMPYME) around several activities of the project. 


II. Background And Justification
A. The Punta Patiño Nature Reserve
2.1 The Punta Patiño Nature Reserve encompasses 26,315 hectares and is located near the southern shore of the Gulf of San Miguel in the eastern province of Darien, which is among the poorest areas of Panama. It includes the area of Punta Patiño and Punta Alegre and the lower valley of the Mogue River.  On its southern border, the Reserve is contiguous with the Bagre Biological Corridor (31,175 ha), which forms a connection with Darien National Park. The Reserve contains marine and coastal environments, wetlands, rivers, secondary growth forests and primary rainforests. The Reserve comprises a large extent of mangrove forest, which was declared a Wetland of International Importance under the Ramsar Convention in 1994
. The Reserve was created in 1994 with support from The Nature Conservancy and local donations through the ‘Adopt Your Hectare’ campaign. The Reserve is managed as a private natural protected area by a non-profit organization called the National Association for the Conservation of Nature (ANCON). According to the IDB’s online Decision Support Platform for Project Environmental Assessments, over 13,000 hectares of the Reserve are considered a ‘key biodiversity area’.
2.2 The Reserve is also home to three Embera-Wounnan indigenous communities as well as a number of afro-Darien communities located in the buffer areas of the Reserve. Most families in these communities derive their livelihoods from a mix of traditional subsistence agriculture, artisanal fisheries, and small timber extraction. In recent years, the communities have had a growing interaction with the cash economy with the main sources of cash income generated by the sale of coffee and artisan crafts to eco-tourists. According to national poverty maps, 80 to 89% of the population lives below the national poverty line in the Punta Patiño district. Other standard of living indicators remain similarly low. Most communities have limited access to basic services, including potable water, sanitation and energy. At least 25 percent of the adult population has less than a 3rd grade education and approximately 17% of adults are illiterate.
 These data are consistent with national trends of inequality and poverty among Panama's indigenous populations. For example, in 2008 poverty and extreme poverty indicators for the indigenous population were 82% and 52%, respectively, compared to 20% and 5% among Panama’s non-indigenous population.

2.3 Population growth of the communities and unsustainable economic activities within the Reserve and its buffer areas are increasingly becoming major challenges to conservation efforts and could result in the destruction and degradation of natural habitats. The current system of slash-and-burn used in the preparation of the soil for agricultural activities causes the destruction and fragmentation of ecosystems. In addition, the advancement of the agriculture frontier has resulted in land invasions within the protected area and deforestation of the surrounding wooded area. Moreover, the loss of soil fertility, the increased demand for food by the communities, the need to produce products that generate cash income to meet basic family needs, uncontrolled timber extraction and the growth in cattle breeding and livestock production have resulted in the loss and degradation of natural capital in the Reserve. 
2.4 To begin to address these challenges, between 2002 and 2006, ANCON partnered with the local communities to develop an Integrated Management Plan for the Reserve, which referenced poor soil fertility, and the need for communities to produce not only for subsistence but also to generate income, as well as uncontrolled deforestation, which has contributed to ecologically unsustainable land-use practices in the protected area. Subsequently, a series of workshops were carried out in 2006 that brought together community organizations, traditional authorities and government agencies to assess previous work and future activities around sustainable land-use planning and management of the Reserve. In these meetings the most pressing needs of the communities that were defined, which were food security, and support for income generating opportunities to increase access to stable cash income that are compatible with environmental conservation and protection of natural capital in the Reserve. 
B. Natural Products Derived from the Coconut
2.5 As a natural protected area, the Punta Patiño Nature Reserve has a rich endowment of natural capital that could be sustainably harvested and converted into a source of income for the local communities. In 2011, ANCON undertook an initial pilot project with funding from the National Secretariat of Science, Technology and Innovation (SENACYT) to support the development and demonstration of the commercial and community-based uses of a large extent of coconut palms (Cocos nucifera) that exist on marginal land of the Reserve, including an abandoned and unutilized 40 hectare coconut plantation (est. 3,000 trees) near the coast. 
2.6 Coconuts can be converted into a variety of marketable products in micro-scale enterprises using through Direct Micro Expelling (DME) technology to produce virgin coconut oil and downstream value added products. Virgin coconut oil is the purest form of coconut oil and has a water-like consistency and appearance. It contains natural Vitamin E and has not undergone any hydrolytic and atmospheric oxidation. Virgin coconut oil can also be converted into a variety of downstream artisanal products, such as soaps, skin lotions, insect repellents when combined with citronella, or massage and aromatherapy oils. Furthermore, many of the by-products can be marketed or utilized for productive applications as well. For instance, the shells can be used or sold as a fertilizer or fuel for the coconut drying process.   
2.7 The DME process depends upon simple, easily learned skills, rather than sophisticated and mechanized equipment. This makes the production process of virgin coconut oil and many of its downstream products suitable to micro- and community-scale operations, as long as quality and consistency can be maintained.  To extract the oil, producers first extract the coconut meat using a manual or motorized grater, dry the shredded coconut meat and the extract the oil using a manually operated vertical screw press. Once the oil is extracted the residual moisture in the oil is removed to prolong the shelf life of the virgin coconut oil and the oil is filtered.
2.8 Virgin coconut oil differs from regular coconut oil, which is traded as an international commodity and has undergone chemical refining, bleaching and deodorization to make it suitable for human consumption. The price of regular coconut oil averaged around US$ 1,100 per ton in 2012, with Philippines and Indonesia as the two largest global producers
. On the other hand, there is more of a niche and higher value market for virgin coconut oil, its average value being about 400% to 500% higher than the export value of regular coconut oil
.  In supermarkets in Panama City, for example, a half liter of virgin coconut oil sells for approximately US$13, which can be produced from as few as 8 coconuts.
2.9 Demand for products exists in both domestic and international markets, with the project initially focusing on domestic markets. In the case of Panama, nearly all coconut products are imported, mainly from the United States. 
 The executing agency has already identified and been in contact with several local firms and buyers, such as supermarket chains and cosmetic firms, that sell or purchase coconut derived products and eco-friendly cosmetic products. The project will help to strengthen these connections and market relationships. 
C. Summary of Dimensions of the Problem 
2.10 The central problem is that the communities in the Punta Patiño Nature Reserve and its buffer areas have limited tools and capabilities to develop sustainable sources of income that are compatible with the conservation of natural resources in the Reserve. This in turn contributes to an on-going cycle of poverty, unsustainable resource use, environmental degradation and loss of natural habitats. The causes of the problem include the following: a) many traditional, rural livelihoods, such as livestock production, involve land-use practices that are incompatible with conservation of a natural protected area, b)  the geographic isolation and remoteness of the Darien province makes it difficult to produce and sell products to distant markets, c) there is limited presence of a local productive organization to support the production, marketing and quality control of products for sale to markets, d) the communities have limited capacities and resources to develop and strengthen business relationships with commercial partners as well as to obtain various commercial permits and registrations from local authorities, e) the communities have limited capacities to implement environmentally-friendly production techniques and sustainable use natural capital within the context of a natural protected area, f) the beneficiary communities have limited experience with entrepreneurial initiatives, g) there is a lack of seed money available for the communities to develop and commercialize a new product without putting at risk or displacing current livelihood strategies and subsistence activities and h) the communities have limited access to basic service infrastructure for productive activities, such as energy and sanitation. 
D. The Proposed Project 
2.11 The proposed project builds upon the outcomes of an initial pilot project - “Development and demonstration of sustainable and community-based uses of the coconut in Punta Patiño, Darien” – with funding from the National Secretariat of Science, Technology and Innovation (SENACYT).  The pilot project included the pilot installation of a Direct Micro Expelling (DME) system for virgin coconut oil, training workshops for 50 people from the communities and initial assessments of its commercial potential and challenges. An important conclusion of the pilot project was that commercialization efforts should first focus on local markets and attempt to add value through downstream products, such as soaps or massage oils, whenever possible. 
2.12 The proposed intervention aims to promote business opportunities compatible with sustainable production practices and conservation of natural resources, which builds upon several existing analyses and projects carried out by the executing agency.  First, the project will provide technical assistance to develop and implement natural resource management plans and to strengthen subsistence activities through agroforestry plots. In parallel, the project will support the communities in defining and establishing community enterprises. The project will develop detailed business plans and market analyses related to the commercialization of products derived from the coconut, which will be jointly developed and validated with buyers and commercial partners. Technical assistance and trainings will be provided to implement business plans and support sustainable production models and quality management. In addition, the project will provide training to community members on enterprise administration through a series of trainings and workshops and provide assistance to facilitate the marketing of products and building of commercial partnerships with buyers and anchor firms. Finally, the project will document and disseminate the knowledge generated under the project to strategic audiences, such as the public sector, conservation organizations, private enterprises and other indigenous communities.
2.13 Incorporating a gender perspective: Women constitute 53% of the population of the beneficiary communities. The organization and structure of these communities is highly hierarchical. Although women are highly active in most economic activities, the public role of women is limited. To reconcile traditions and cultural perspectives about women can be highly sensitive and challenging. Gender considerations will be emphasized in order to ensure equal access and participation of women and men in the enterprise and its benefits.  In addition, specific activities will be incorporated that directly benefit women, such as promotion of artisan crafts, adaptation of the production process and trainings to women’s specific needs and abilities, and the promotion of women’s active participation in the definition and operation of the community enterprise.  
2.14 Consultations. Multiple consultations were carried out directly by the MIF with the beneficiary communities (leadership and whole community). The main issues covered during consultations include proposed project activities, benefits and challenges, as well as the commitments required from the community to ensure informed decision-making about community participation. Consultation will be a continuous and documented process during project implementation. 
F. MIF Value Added
2.15 MIF Experience: The MIF has acquired expertise in several similar projects around promoting markets for conservation-friendly products and livelihood strategies, including projects in Peru, Brazil and Guyana - (PE-M1039) Sustainable Productive Chains in Protected Natural Areas, (PE-M1056) “Integrating Conservancy and Sustainable Development in the Southern Interoceanic Highway Corridor,” (BR-M1012) Support to Community-based Microenterprises in Alagoas, and (GY-M1021) Leveraging Natural Capital in Guyana’s Rupununi and the recently approved PE-M1090 “Models for sustainable indigenous enterprise on communal forest lands”.  In addition, the MIF has accumulated relevant experience and knowledge with connecting producers to markets through inclusive business models, such as “Inclusive Business Development at the Base of the Economic Pyramid” (RG-M1131). The MIF has also accumulated important knowledge in supporting the production and commercialization of essential oils in “Promoting Alternative Crops in Rural Communities of Totonicapán” (GU-M1026).   
2.16 Lessons Learned: Some key lessons learned from the mid-term and final evaluations of the abovementioned MIF projects and other projects include the following: (a) interventions that focus on introducing a single crop or technology must incorporate and not crowd out other traditional subsistence activities, which could further threaten food security and communities’ vulnerability context; (b) relating income-generating activities to larger community goals and their collective future through land-use planning can increase the probability of long-term sustainability for the project; (c) results will not be immediate, and more time may be needed beyond the project execution period to get products off the ground; (d) organizational and financial management capacity building is as necessary as technical capacity building for beneficiaries with limited and informal experience operating in the cash economy; (e) scientific understanding of ecosystem function and knowledge of cultural dynamics related to natural capital use are essential for creating natural capital management plans that are ecologically sustainable and socially viable; (f) ensuring market demand and forming long-term partnerships with buyers is critical to success; (g) buyers and anchors should be incorporated as stakeholders in the project as a way to strengthen their long-term commitment and support; (h) business plans and market studies should be completed before technical assistance and should be developed and validated jointly with commercial partners; (i) intermittency of visits of field staff to communities can create major challenges in building trust with beneficiaries and delayed achievement of objectives; therefore, additional funding for transportation costs should be included in projects working with isolated and remote communities; (j) manuals and didactic materials should take into account the culture and education levels of the beneficiaries, and finally (k) the executing agency must have technical expertise and also established relationships with local communities.
2.17 Alignment to MIF Agendas This project contributes to the Natural Capital Agenda. The agenda focuses on helping MSMEs and community-based organizations to leverage the value of their natural capital by living off of the “interest” of natural capital, rather than diminishing the natural capital itself.  The agenda attempts to help MSMEs and individuals to use natural capital more sustainably, and to convert natural capital into a greater flow of profits, wages, and employment. The project aligns with the agenda for leveraging the value of natural capital as it will support the sustainable extraction and production of products derived from the coconut in the Punta Patiño Nature Reserve and contribute to the conservation and sustainable use of resources in a critical natural ecosystem.
2.18 Relevant natural capital indicators to be measured include: (i) At least 250 of producers trained and engaging in sustainable use of natural capital (disaggregated by gender); (ii) Number of products derived from coconut palm that is positioned in the market, measured through formal agreements; (iii) Value of sales of natural capital (coconut-derived) products (iv) increase in production and extraction of coconuts through sustainable production models, (v) percentage reduction in hectares used in subsistence and commercial activities, and (vi) hectares of sustainably managed agroforestry plots.  
III. Objectives and Description

A. Project Impact and Results
3.1 The intended impact of this project is to contribute to an increase in the average household income of at least three Embera-Wounnan indigenous communities living in the Punta Patiño Nature Reserve, while ensuring the sustainable use of natural capital.  Specifically, this project will support indigenous enterprises’ use of natural capital in the Punta Patiño Nature Reserve through natural products derived from the coconut. To achieve these objectives, the project will contain the following components: (i) improving productive processes and sustainable use of natural capital, (ii) commercialization of natural capital products, (iii) strengthening business administration and organizational capacities of community enterprises, and (iv) knowledge and dissemination. 
B. Description of Components

3.2 Component 1: Improve productive processes and sustainable use of natural capital (MIF: US$ 105,000; Counterpart US$ 30,000). The objective of this component is to provide training and technical assistance to producers and community members to improve productive processes and sustainably use natural capital. Specifically, the component will support the following activities: (a) elaboration of natural capital management plans, (b) workshops on sustainable production and agroforestry management, (c) workshops on improving production processes and quality, (d) workshops and trainings on production of downstream products, such as natural soaps, and (e) creation of operative manuals and didactic materials. 
3.3 The project will seek to strengthen subsistence activities of the communities in tandem with the production and cultivation of coconut derived products through the implementation of agroforestry plots. This approach allows for the diversification of income-generating and subsistence activities as well as supports more efficient use of cultivated land areas and environmental resources to reinforce conservation efforts of the Punta Patiño Nature Reserve. Given that some community members have low levels of education, creative training methodologies will be employed, including audio trainings and illustrations.
3.4 Expected results: (i) at least 2 products for local consumption introduced as part of a sustainable agroforestry system and natural capital management plan; (ii) at least 100 community members trained in sustainable use and management of natural capital and natural resources, (iii) at least 50 people trained in production of downstream products derived from the coconut, and (iv) three community-based enterprises trained in all aspects of the production chain of coconut derived products.  
3.5 Component 2: Commercialization of natural capital products (MIF: US$ 112,000; Counterpart US$ 75,000).  The objective of this component is to support the commercialization of natural capital products produced by the communities. Specifically, the component will support the following activities: (a) promotion of purchase agreements and development of business relationships with product buyers, including anchor firms; (b) industrial design of products; (c) implementation of marketing and promotion campaigns; (d) market diagnostics, analyses and surveillance; (e) updates in basic service infrastructure for productive activities
, (f) support for meeting quality, operational and sanitary requirements to commercialize products, and (g) training and support to strengthen the commercialization of artisanal crafts made by the woman of the community as well as other marketable products produced by the community.  
3.6 Expected results: (i) At least two  business relationships established with buyers; (ii) at least 2 natural products derived from coconut produced and sold, (iii) a marketing and promotion plan developed and implemented, (v) participation in at least 3 local or international trade fairs, (vi) and attainment of relevant operational, sanitary and quality permits and registrations to commercialize products.  
3.7 Component 3: Strengthening business administration and organizational capacities for community enterprises (MIF: US$ 50,000; Counterpart: US$ 67,000). The objective of this component is to support the development and strengthening of community based enterprises for the communities. The expected activities of this component include the following: (a) implementation of a capacity building and training program in  business skills and enterprise administration; (b) creation and definition of community-based enterprises for three communities, (c) exchanges with other cooperatives and indigenous enterprise models in Panama or Central America, and (d) development of business plans for the community enterprises.  

3.8 The expected activities will support the creation and strengthening of community enterprises based on community participation and ownership and reflecting the communities’ cultures and traditions. Gender considerations will be emphasized in the activities of this component to ensure equal access and representation of women and men in the enterprise and its benefits and planning.  The project expects to partner with Panama’s Micro, Small and Medium Enterprise Authority (AMPYME) on several activities of this component, which will be counted as part of the local counterpart contribution of the project. AMPYME’s work has traditionally focused on SMEs in the formal sector in urban and peri-urban areas. Collaboration with the MIF in this project will enable AMPYME to deepen their experience and capacity to work with more isolated, rural community enterprises as well as facilitate the potential scale and replication of the model in Panama.
3.9 The development of business plans will include an economic assessment that incorporates the opportunity costs of the proposed activities on current productive activities, including a comparison of the benefits of the proposed business model in relation to other activities such as logging and slash and burn agriculture. The business plans will also incorporate market analyses financed under component 2 related to the commercialization of products derived from the coconut, which are expected to be developed and validated jointly with commercial partners. 
3.10 Expected results: (i) community-based enterprise(s) established in each of the three communities; (ii) at least 100 producers integrated into community enterprise arrangement members (ii) at least 20 people trained and demonstrate basic capacities in enterprise administration and commercialization of products, and (iii) three business plans elaborated and approved by communities.  
3.11 Component 4: Knowledge and Dissemination (MIF: US$ 15,000; Counterpart: US$ 11,000). This component will document and disseminate the knowledge generated under the project to strategic audiences, such as the public sector, conservation organizations, private enterprises and other indigenous communities. The objective of these interventions is to share lessons learned, involve private and public stakeholders and other relevant enterprises in the value chain, and share knowledge produced and best practices related to promotion of sustainable livelihoods and conservation in the Darien region which could be transfer to other communities in the region. The primary knowledge product will be a case study analyzing Cocos nucifera as means to support conservation and sustainability in biodiversity hotspots and critical ecosystems while improving the incomes and livelihoods of local communities. Specific lessons with regard to community enterprises in indigenous communities will be extracted for a knowledge product on regional experiences in indigenous enterprise development.
3.12 Expected results: The expected results will include: (i) a detailed case study; (ii) a video documentary of project results; and (iii) and opening and closing workshop. 
IV. Cost, Financing, and Sustainability

4.1 Summary cost table. The Project’s estimated total cost is US $758,000 with US $482,000 in non-reimbursable funds coming from MIF, matched with US$276,000 in counterpart funds. ANCON will additionally provide significant technical expertise and oversight of the implementation of the project, which will be counted as part of their cash and in-kind counterpart contribution to the project. 
PROJECT BUDGET IN US$

	Component
	MIF
	Counterpart
	Project Total

	Component 1 - Improve productive processes and sustainable use of natural capital
	 $105,000 
	 $30,000 
	 $135,000 

	Component 2 – Commercialization of natural capital products 
	 $112,000 
	 $75,000 
	 $187,000 

	Component 3 –Strengthening business administration and organizational capacities for community enterprises  
	 $50,000 
	 $67,000 
	 $117,000 

	Component 4 – Knowledge and Dissemination
	 $15,000 
	 $11,000 
	 $26,000 

	Project Administration
	 $126,000 
	 $63,000 
	 $189,000 

	Monitoring and Evaluation
	 $35,000 
	 $15,000 
	 $50,000 

	Ex post Revisions
	 $12,000 
	 -   
	 $12,000 

	Contingencies
	 $-   
	 $15,000 
	 $15,000 

	SUB TOTAL
	 $455,000 
	 $276,000 
	 $731,000 

	% of Financing
	62%
	38%
	100%

	Impact evaluation account 5%
	 $22,000 
	 -   
	 $22,000 

	Agenda account
	 $5,000 
	 -   
	 $5,000 

	GRAN TOTAL
	 $482,000 
	 $276,000 
	 $758,000 


4.2 Sustainability. The model proposed intends to create self-sustaining capacity to earn sustainable sources of income that are compatible with conservation efforts of the Reserve.. To achieve this, the project will focus on building entrepreneurial and financial management capacity and foster links to local, national, and international markets. This support will be done in concert with trainings around sustainable production practices and the development and implementation of resource management plans. The project will also focus on building a strong and lasting demand for the product and assuring the local appropriation of the entire productive process from cracking the nut to the final value added product. The project will also strengthen commercial partnerships around these products and include commercial partners as stakeholders in defining and validating the production and commercialization process.  Nonetheless, there are inherent challenges to indigenous community-based projects, particularly when communities have comparatively less experience in the marketplace.  Therefore, additional resources have been included into the budget to enable very close and regular engagement with the communities and ensure effective and sustainable knowledge and skills transfer.  The project will have a slightly longer disbursement period of 42 months to provide sufficient time for community enterprises to develop through participatory processes rooted in local ownership and to develop commercial partnerships. 
V. Executing Agency and Mechanism  

A.
Executing Agency
5.1 The Executing Agency will be the National Association for the Conservation of Nature (ANCON), a private Panamanian non-profit organization that was established in 1985. ANCON was founded by a group of business people, scientists and concerned public leaders to discuss and promote the protection of biodiversity and natural resources in Panama. ANCON works with the entire system of National Parks of Panama and coordinates activities with local communities, universities, researchers and national and international organizations. ANCON has established physical presence in various parts of Panama and has supported the creation and management of multiple parks and private protected areas of biological importance. This includes the management of the approximately 26,000 hectares of the Punta Patiño Nature Reserve in the Darien Province. ANCON has worked with multiple donor organizations, including Fundación Natura, the International Tropical Timber Organization (ITTO), Conservation International, SENACYT, Inter-American Foundation, the Smithsonian Tropical Research Institute, The Nature Conservancy, and the Panama Canal Authority. ANCON is recognized as one of the strongest local Panamanian organizations in rural development, environmental conservation and project management. Moreover, as part of their mandate, ANCON frequently works with local communities residing in or around protected areas and implements project to help them develop sustainable enterprise initiatives to improve their incomes and quality of life. Specifically related to the project, ANCON maintains strong relationships and has an established trust with the beneficiary communities and the goals and objectives of the proposed project are closely aligned to ANCON’s core mission. ANCON expects to partner with AMPYME in this project, which will bring additional and complementary expertise on the business development aspects of the project. ANCON’s presence and on-going work with other indigenous communities in Panama make them uniquely suited to scale and replicate the results of this project. For these reasons, ANCON is the best executing agency to implement the proposed project.
B.
Executing Mechanism
5.2 Project Execution Unit. To facilitate implementation of the proposed project, a Project Execution Unit (PEU) will be set up in ANCON’s offices in Panama City. The PEU will consist of a Project Coordinator, an Administrative Assistant, and an accountant. There will be a local Technical Liaison in the area of implementation. ANCON will assign the accountant and local technical liaison as part of their counterpart contribution and the Project will hire the Project Coordinator and Administrative Assistant. The PEU will be responsible for technical implementation, as well as project management and all reporting and administration related to Bank/MIF requirements. 

5.3 Disbursement by Results. Project disbursements will be contingent upon verification of achievement of milestones, which will be agreed upon between the Executing Agency and the MIF (see Annex III). Achievement of milestones does not exempt the Executing Agency from the responsibility of reaching the logical framework indicators and the Project’s objectives. According to the Performance and Risk-based Project Management approach, disbursement amounts will be based on the project’s liquidity needs, for a maximum period of 6 months.  These needs must be agreed upon between MIF and the Executing Agency and will reflect the activities and costs scheduled in the annual planning exercise. The first disbursement will be issued upon achievement of Milestone 0 (conditions prior) and subsequent disbursements will be issued as long as two conditions have been met: i) MIF has verified that milestones have been achieved, as agreed to in the annual plan; and, ii) that the Executing Agency has justified 80% of all cumulative advances.

5.4 Procurement and Contracting. For the procurement of goods and contracting of consulting services, the executing agency will apply IDB policies (GN-2349-9 and GN-2350-9).  Given that the “Diagnostic of Executing Agency’s Needs – DNA” generated a low level of need/risk classification, the project team has determined that as per Appendix 4 of the aforementioned policies, the Executing Agency, will use its own policies and methods detailed in Annex 1 of the Operational Guidelines (OP-639).  In addition, the review of procurement and contracting processes will be conducted ex post on an annual basis.  Before engaging in procurement and contracting for the Project, the executing agency shall submit a Procurement Plan, which will be reviewed and updated as required on an annual basis to reflect changes for consideration by the IDB.
VI. Monitoring, Evaluation, and Knowledge Return

A. 
Monitoring and Evaluation

6.1 The MIF Country Specialist in Panama will be responsible for technical supervision of the Project including processing of disbursements. ANCON will develop an Annual Operating Plan for each calendar year of Project execution, which will outline targeted results for the year derived from the Project logical framework, a schedule of planned activities including expected dates for achievement of the agreed milestones, and projected procurement and disbursements linked to the achievement of the Project’s milestones. The Project Coordinator will be responsible for all monitoring and evaluation activities and for ensuring timely collection and reporting of results. 
6.2 Project Status Reports: ANCON will be responsible for presenting Project Status Reports (PSRs) to the MIF within thirty (30) days after the end of each semester, or more frequently and on such dates as the MIF shall determine, by providing at least sixty (60) days advance notice to the Executing Agency. The PSR will contain  information on Project execution, achievement of milestones, and completion of Project objectives as stated in the logical framework and other operative planning instruments.  The PSRs will also describe Project issues encountered during execution and outline possible solutions. Within ninety (90) days after the end of the execution term, the Executing Agency will submit a Final Project Status Report to the MIF, which will highlight results achieved, project sustainability, evaluation findings, and lessons learned. 
6.3 Financial Supervision: ANCON will establish and maintain adequate accounts of its finances, internal controls, and Project file systems, according to the financial management policy of the IDB/MIF. Given that the Diagnostic of Executing Agency Needs (DNA) generated a low level of need/risk classification, the review of supporting documentation for disbursements will be conducted ex post and on an annual basis.  The Executing Agency will contract independent auditors to carry out the ex-post reviews of the procurement processes and of supporting documentation. The scope of these ex post reviews will include the revision of the financial statements that the Executing Agency shall prepare within the financial management practices. The associated costs will be financed with the MIF contribution to the Project according to IDB procedures. The frequency of the ex-post reviews of procurement processes and supporting documentation for disbursements can be modified by the MIF based on the results presented in the auditor’s reports during the Project execution.
6.4 Baseline and Evaluations. A baseline will be established at the start of the Project, and two p evaluations (a midterm and a final evaluation) will be performed. The baseline information will be presented under the project monitoring system and the indicators established in the Logical Framework will also be included. 

6.5 The midterm evaluation will be done once 50% of resources have been disbursed or after half of the execution period has passed, whichever comes first; and the final evaluation will be carried out once 95% of resources have been disbursed or at the end of the execution period, whichever occurs first. The midterm evaluation will cover, among other issues: (i) the efficacy of the actions undertaken, the degree to which programmed activities were carried out and targets met, and progress with regard to logical framework indicators; (ii) the performance of the consultants involved in execution, in terms of efficiency and quality of products or services to beneficiaries; (iii) the beneficiaries’ satisfaction with the services and economic opportunities developed; and (iv) the progress related to project sustainability.

6.6 A final evaluation will be conducted within three months of the end of the execution period, or at 95% of the disbursement of resources.  The final evaluation will review, among other aspects: (i) the extent to which activities were completed; (ii) level of achievement of Project objectives and corresponding indicators described in the logical framework, including the benefits achieved with the implementation of the project; (iii) executing agency performance; (iv) quality of consultations; (v) main obstacles encountered with linking indigenous enterprises to green markets and how obstacles were managed; (vi) level of satisfaction of final beneficiaries with the services received; and (vii) lessons learned and best practices identified.  Potential evaluation questions may include: (1) To what extent did the production of coconut derived products contribute to conservation efforts in the reserve and it’s buffer areas? (2) What were the key success factors in converting coconuts into a source of income? (3) Did they main productive activities generate economic spill overs and multipliers in the communities and what, if any, impact did this have on the environment? (4) How did the project impact the women in the community, positively and negatively?     
6.7 ANCON will be responsible for developing a monitoring and evaluation system to capture progress with the logframe indicators.  This system will also include the project’s baseline to assess the changes in target beneficiaries before, during, and after project execution.  The results of each of the evaluations undertaken will be assessed by the Project team leader(s) and ANCON, and relevant lessons learned with respect to the design of the Project and other factors impacting implementation will be extracted for dissemination. Component 4 will finance much of the preparation and dissemination of the project’s lessons learned.
6.8 Closing Workshop. At least four (4) months before the end of the execution period, a Closing Workshop will be organized with the participation of ANCON, the beneficiaries, IDB/MIF personnel, private and public sector representatives, and any other staff to be agreed upon by the IDB/MIF, to jointly evaluate Project outcomes, identify additional tasks to ensure the sustainability of actions initiated under the Project, and identify lessons learned.
VII. Program Benefits and Risks

A. Program Benefits and Development Impact
7.1 Target Beneficiaries.  The primary beneficaries will be 100 Embera indigenous producers, who will benefit from a direct increase in cash income as result of the project. The project support the producers strenthen their internal organization, improve production techniques of products derived from the coconut and facilitate connections to green markets. The indirect beneficaries will be over 600 indigenous women, men and children that will benefit from increases in income and the associated environmental, social and economic spillovers. Furthermore, as  an indirect benefit, the project will support the sustainble use of natural capital in concert with broader consevation efforts across the Darien region and national park system.
B. Risks
7.2 Risk 1: Location Risks. The beneficary communities are located in a highly isolated area of Panama, with few terrestial transport routes and do not have access to electricity or waste management services. This could present a number of challenges for the project in terms feasbility of producing value added products on site, added costs of transportion of goods produced and also the ability of project consultants to have a regular presence in the communities. Mitigating Action 1: First, the beneficaries have already begun to accumulate experience of bringing their products to market and overcoming the barriers of their location. The project will seek to leverage these experiences and define logicstical improvements to markets, making sure these considerations are fully integrated into business plans. Second, the project will also seek to take advantage of existing back and forth travel by ecotourists that regularly come to the reserve, which can be used to take additional cargo. Third, the project has also included some additional budget for costs of transportation for consultants to ensure regular presence in the communities.   Risk 2: Sector risks. The project will promote the development of derivative products from coconuts that will improve the income of indigenous communities. Nonetheless, there are inherent market risks related to pricing, demand, marketing, quality control, among other things. Mitigating Action 2: First, the project will seek to support the develpoment and strengthening of business relationships with buyers. Market analyses will be developed and validated jointly with partners. Second, the project support the production of downstream products, which tend to be less volotile to commodity price fluctuations. Third, the project will incorporate livelihood diversification into the model to strenghten substance activities alongside income generating activities. Risk 3: Environmental Risks. Natural capital in Darien faces many pressures, including deforestation, illegal land invasion, the possible completion of the Pan-American highway, the advancement of the agricultural and livestock production, mining, drug trafficking, the presence of armed groups, and migration. These could impact the availability of natural capital for productive use. Mitigating Action 3: While these risks cannot be fully mitigated, this project fits within and contributes to a broader strategy of the executing agency of the government of panama to reduce these pressures. In addition, the model specifically supports more sustainable production models to reduce these pressures and provide a viable economic alternative to current practices. Risk 4: Social risks. Working with indigenous communities can be quite complicated, given their different languages, heirarchical structures, gender roles, timescales, and values (particularly pertaining to entrepreneurship). Mitigating Action 4: This risk is mitigated by the executing agency’s longstanding relationship with the communities and continuous consultation to ensure the communities are fully engaged and expectations are clear. In addtion, the project will incorporate an number of activities aimed at developing an business capacities and skills development. 
VIII. Environmental and Social Aspects

8.1 The E&S (Environment and Social committee) reviewed the operation on January 9, 2013. Because the project will work directly with three indigenous communities, the Operational Policy on Indigenous Peoples (OP-765) will be followed. The E&S provided suggestions to incorporate into the project structure. In accordance with the polilcy, the executing agency and the MIF conducted consultations with each community during the design phase to make sure they were fully aware of the project, its benefits and commitments required on their part so that they will be able to take an informed decision about their participation. Moreover, consultation will be a continuous process during project implementation as part of standard best practices in working with indigenous communties. Based on the suggestions of the E&S, the project will also include (i) an assessment of a social and economic assessment that incorporates the opportunity costs of the proposed activities on current productive activities and (ii) an activity to develop a natural capital management plan. With these additions and in accordance with the Bank’s toolkit, this project has been classified as Category ‘C’. 
� The Convention on Wetlands of International Importance, called the Ramsar Convention, is an intergovernmental treaty that provides the framework for national action and international cooperation for the conservation and wise use of wetlands and their resources. 


� Data from household surveys carried out by executing agency. 


� 2010 National Census Data, taken from IDB Panama Country Strategy


� World Bank, 2012, �HYPERLINK "http://econ.worldbank.org/WBSITE/EXTERNAL/EXTDEC/EXTDECPROSPECTS/0,,contentMDK:21574907~menuPK:7859231~pagePK:64165401~piPK:64165026~theSitePK:476883,00.html"�http://econ.worldbank.org/� 


�  Bawalan, Divina and David Chapman. “Virgin Coconut Oil: production manual for micro- and village-scale processing.” FAO Regional Office of Asia and the Pacific, 2006  


� Ministério de Comércios e Indústria.  http://www.contraloria.gob.pa/inec/ComercioExterior/


� This will be financed out of the counterpart contribution of the project. 





