
Mining in Central America: a complex reality 

The mining sector, often unwelcome in Central America, faces numerous challenges. One of the 
most cumbersome hurdles to overcome is opposition from local communities and environmental 
groups that seek to scrutinise (and in some cases even halt altogether) extractive activities in the 
region. Open-pit mining has already been banned in Costa Rica and El Salvador, while it has a 
negative outlook in Guatemala. The opening of Cobre Panamá and the resilience of gold 
production in Nicaragua—despite the ongoing political crisis—will comfort the sector; however, 
social pressure is expected to increase over the coming years. 

There are three main reasons for the relative unpopularity of mining in the region. First, mining 
activity and the royalties it brings represent a tiny percentage of GDP, which opponents of extractive 
activities point to as proof that mining is unnecessary. Second, since the rural population is still 
significant, critics view mining as an intrusive activity that could negatively impact the environment, 
as well as local water reservoirs. Third, some opponents claim that, even if it creates some jobs in 
the communities, mining remains a capital-intensive industry, and the number of jobs it creates is 
not worth the environmental costs it imposes. Hostilities are also aggravated by the notion that 
communities that are most impacted by mining projects are not adequately compensated for the 
extraction of materials from their territory. 

 

Costa Rica and El Salvador ban open-cast mining 

In Costa Rica and El Salvador, the two smallest countries in the region bar Belize, environmental 
pressures have led to the outright prohibition of some extractive activities. In October 2010 the 
Legislative Assembly of Costa Rica banned open-cast mining in line with the country's longstanding 
efforts to uphold its image as an environmentally friendly nation. A large, open-cast gold operation 
(Las Crucitas) run by Infinito Gold, a Canadian mining company, was set to start operations; 
however, in 2010 an appeals court voided the concession on environmental grounds. Although 
open-cast mining is banned, Costa Rica still faces illegal miningin Las Crucitas. Moreover, Infinito 
Gold filed a US$1bn lawsuit against the Costa Rican government at the World Bank's arbitration 
court in 2014, which is still pending. 

http://country.eiu.com/article.aspx?articleid=1877709771&Country=Panama&topic=Economy&subtopic=Forecast&subsubtopic=External+sector
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In March 2017, the Salvadoran legislature passed a bill banning mining on the grounds that it would 
be damaging to local communities. Given the country's geography and the fact that it has the 
highest population density in Central America, environmental risks are very high in El Salvador. The 
construction of mining sites could have exacerbated these risks and damaged local villages. 

Investment uncertainty 

Although Guatemala and Honduras allow mining, growing pressures from local communities and 
environmental groups have resulted in a cloud of uncertainty surrounding mining projects. The 
largest project in Guatemala, the Escobal mining project, was suspended in July 2017 after an 
environmental think-tank filed a lawsuit arguing that the government had not made the 
consultations required by the International Labour Organisation (ILO) regarding indigenous 
communities. Guatemala's Constitutional Court resolved the case and ordered the Guatemalan 
government to organise the consultations (although it failed to say whether the results of the 
consultation will be binding or not). The silver mine has not operated for almost two years, raising 
substantial doubts about the future of mining in the country.  

Unlike Guatemala or Panama, Honduras has failed to receive significant mining investment. The lack 
of proper environmental studies, poor accountability, the lack of consultations with local 
communities, and the competition for water sources have affected the credibility of hydropower 
and mining projects across the country. The government's opacity has also hampered the sector: 
according to Oxfam, a confederation of charitable organisations, over half of all municipalities in 
Honduras have mining concessions; however, very little is known about them or their impacts. 
Moreover, the assassination in March 2016 of Berta Cáceres, a prominent human rights activist who 
opposed a hydropower project in the Gualcarque River, has weakened even more the prospects of 
the mining sector in Honduras. 

Mining shines in Panama and Nicaragua 

One of the largest mining investments in Latin America is taking place in Panama. The Cobre Panamá 
copper mine, which belongs to First Quantum Minerals (Canada), has a planned investment of 
around US$6.3bn, of which almost 80% has already been spent. Up to now, 13,000 jobs have been 
created. Once the mine is fully developed, it is estimated that Cobre Panamá will export around 
US$2bn worth of copper annually. However, this mining contract has also not been controversy-
free. Environmental groups have sought to halt operations on the grounds that the project affects 
local communities; however, the government has claimed that the company can start its production 
(the first exports are planned for June 2019). 
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Contrary to the other countries of the region, Nicaragua openly encourages mining activity. The 
Nicaraguan government states that it has over 71,000 sq km of land available for mining 
concessions. Currently, 10,000 sq km are under concessions, while projects in another 1,500 will 
soon come online. Gold mining has attracted investment from numerous transnationals, such as 
Hemco-Mineros (Colombia), B2Gold (Canada), Condor Gold (UK) and Calibre Mining (Canada). 
Indeed, gold accounted for almost 15% of Nicaraguan exports in 2018. An important reason behind 
the strength of the mining sector in the country is the low population density, meaning that mining 
projects are, on average, less likely to affect local communities. Mining has been affected by 
the ongoing political crisis, which started in mid-2018; however, companies continued with their 
operations and production has now normalised. 

Central American countries are following different paths regarding mining. Extractive activity will 
strengthen in Panama with the recently opened copper plant, while mining will remain common in 
Nicaragua. Existing mining projects elsewhere in the region are set to continue as the legal cost of 
backtracking could be large. That said, pressure from civic society and environmental groups to curb 
(or halt altogether) mining activity will intensify over the coming years, as rural and biodiversity-rich 
areas come under ever more pressure from environmental distress. 
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