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AMAZONIA SUBREGIONAL PROGRAMMING PAPER
EXECUTIVE SUMMARY ’

To achieve sustainable development, the major challenge facing Amazonia
today is to translate good policies into practice, primarily through
strengthening institutions and providing correct incentives. tHow the
IDB can assist the eight Amazonian countries and the subregion to attain
socially and environmentally sound economic development of Amazonia is
the subject of this report.

While supporting subregional integration is a general Bank objective, it
has been easier to pursue it in subregions_like the Caribbean and
Central America where governments have developed trading blocs. Without
such arrangements among Amazonian countries, commercial integration 1is
not a current objective. Rather, sustainably developing the fragile
Amazonian ecosystem and improving the social welfare of its inhabitants
are the paramount goals. To achieve these difficult objectives will
require that the eight Amazonian countries adnere to unified policies to
sustainably develop their Amazon territories. Success will be
predicated on the will and resources committed by the countries.

This paper recommends a two-pronged approach for the Bank: at the-
subregional level, the Bank should provide support for institution
strengthening of the Amazon Cooperation Treaty (TCA) to transform it
into an effective body capable of influencing the eight governments, and

at the bilateral level, the IDB's entire programming process -- from
;SES, through CPPs, PMPs, programming missions, PMRs and other dialogue
with each of the eight countries -- should ensure that policies and

investments conform to the stratepy proposed in this paper. Only
through such a consistent approach, pursued both subregionally and
bilaterally, can the Bank effectively assist the Amazonian countries in
their goal of achieving sustainable development.

The scope for bank assistance for Amazonia is enormous. Optimizing it
in the goal of achieving sustainable Amazon development will require (1)
educating people to change behavior and governments to alter incentives
to reward socially and environmentally constructive activities; (2)
establishing viable institutions to monitor and enforce policies and
legislation; and (3) addressing poverty in other parts of Amazonian

countries to stem the flow of pcor migrants seeking a mythical Amazonian
El Dorado in vain. -
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AMAZONIA SUBREGIONAL PROGRAMMING PAFPER

INTRODUCTION .

Amazonia contains the world's greatest zoological and biological
diversity, most extensive tropical moist forests, largest and most
productive river on earth and a multitude of indigenous cultures.!

While there are differing definitions of what constitutes Amazonia, the
most widely-accepted geographic measure of Amazonia is used in this
paper, referring to the Amazonian basin, an area exceeding seven million
square kilometers divided among eight countries: Belivia, Brazil,
Colombia, Ecuador, Guyana, Peru, Suriname and Venezuela (see Map). Over
centuries, Amazonia‘s riches have attracted waves of population groups
seeking to make a fortunme. However, continuous unregulated migration
and development schemes have resulted in the extinction of numerous
native indigenous groups and precious species of animals and vegetation.
Estimates vary widely on the magnitude of Amazonian forests lost but
about 10%Z is an often cited average.

While much of Amazonia's wealth remains intact, national, regional and
global concerns about the social and environmental consequences of
continuous unbridled Amazonian development have mounted, motivating
country policies to improve. The major ' challenge today is to translate
good policies into practice, primarily through strengthening
institutions and providing correct incentives, in order to achieve
sustainable development. Even with capable institutions and correct
signals, however, this objective will be difficult to achieve in the
face of powerful cocaine, cattle, logging and mining interests and
because the enormous Amazonian territory is divided among eight
sovereign states. However, since the development dynamic in the Amazon
is unlikely to be derailed, the challenge is how best to harness it,
confronting existing constraints. How the IDB can assist countries and
the subregion to achieve socially and envirommentally responsible
economic development of Amazonia is the subject of this report. Because
subregional trade and economies are addressed in other subregional
programming papers with geographical overlap -- the Andes (Bolivia,
Colombia, Ecuador, Peru and Venezuela), the Caribbean (Guyana) and the
Southern Cone (Brazil), this paper focuses primarily on institutional,
social and environmental issues.

The Bank strategy proposed in this paper, which aims to improve
Amazonian policies and practices in the eight countries, is two-pronged,
subregional and bilateral.? First, the IDB, through providing support
for institutional strenthening to the weak subregional Amazonian
Cooperation Treaty (TCA), could transform it into an effective body

VRatherthan catalog this amazing wealth, the reader Is referred to the publication, Amazonia Without Myths {AWM), which sarves
as this RPP's background report. AWM was prepared by the Amazonian Ceoperation Treaty’s Commission on Development and
Envirenment for the 1992 UNCED Conference in Rio. 1t was jointly financed and published by the IDB and UNDP. Refer to the
Refsrences at the end of the main text far this and any other sources cited. g .

ZBitateral In this paper denotes interventions by agencies or governments in one Amazonian courtry rather Lhan In more than

one.

~
~

i e . P

=

bt o)

F{?’““- RIS Lo Pv= i

o ol ST

T Y S



2.2

2.3

2 ‘ .

capable of influencing the eight governments. Second, bilaterally, the
Bank should incorporate Amazonian strategies inte the propramming and
operational cycles of each of the eight countries. While subregional
integration along trade and economic lines common to other Latin
American subregions is not a current objective, developing and
implementing unified policies to protect the fragile Amazon and improve
the social welfare of its inhabitants are important goals for the Bank
to support. As prescribed in Amazonia Without Myths (AWM), any future
Bank assistance must conform to the "New Amazonian Ethic", governed by
the principles of close consultation with the subregion’s inhabitants,
adequate compensation for services rendered and products sold and
repatriation of specimens and scientific information by outside

researchers using Amazonian resources.

The oxganization of this paper is as follows: Section I1 examines
existing Amazonian institutions; Section II1I presents the subregion's
key institutional, social and environmental constraints and issues as
the basis for the IDB strategy proposed in Section VI; Sections IV and V
respectively examine international support and past IDB activities in
the Amazon.

EXISTING INSTITUTIONS

Regional Institutions.

Compared to some other Latin American and Caribbean subregions, the
Amazon does not have a plethora of institutions, reflecting its still
tenuous subregional bonds., Existing treaties and institutions,
described below, have greater environmental and cultural than commercial
objectives.

(1) The AMAZONIAN COOPERATION TREATY (TCA) is the premier subregional
institution. It was established.in 1978 by the eight Amazon countries
to promote the basin's subregional development, the welfare of its
populations and conservation and rational use of its resources. TCA has
spawned a variety of bureaucratic instruments.

At the highest levels, there have been TCA summits (1989, 1992) and
meetings of foreign affairs ministers (198C, 1983, 1989, 1991). A
Council on Amazonian Cooperation, created to annually review compliance
with TCA agreements, has only convened sporadically (1983, 1986, 1988
and 1990); a rotating Secretariat pro_tempore hosts Council meetings and
presides over day to day TCA affairs (Peru, Bolivia, Brazil, Colombia
and presently Ecuador have hosted the Secretariat); Permanent National
Commissions exist in each country to execute TCA policies; and Regional
Special Commissions on the Environment, Science and Technology, Health,
Indian Affairs, Transport, Infrastructure, Communications and Tourism
are supposed to design and implement projects. Despite this complex
bureaucracy, TCA is a weak organization with few staff, no permanent
headquarters, and politicized decision making. As a result, decisions
are often inefficient, For example, the Tourism Commission for the
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eight countries is headed by Guyana, the country with least tourism
experience. Some external agencies have supported the TCA, but
sporadically and with little coordination. It is unlikely to become an
effective organization without more concerted institutional
strengthening, establishment of a permanent secretariat and, above all,
enhanced commitment by the eight governments to work together.

Nevertheless, two important TCA documents were prepared for the June
1992 United Nations Conference on Environment and Development (UNCED)
held in Rio de Janeiro, Brazil. They are summarized below because they
should influence the Bank's Amazonian strategy.

First, a political Declaration was signed by the TCA country presidents.
It emphasized the right of the eight sovereign countries to use their
own resources, including forests, to their advantage; the desirability
of establishing the Fund for the Development of Indigenous Populations

- of Latin America and the Caribbean (Fondo Ingigena) which the Bank will

cofinance together with bilateral sources (Annex I); and the need for
external users of Amazonian genetic materials to compensate the’
countries of origin and for international cooperation te maintain .
genetic banks. It called for econcmic and ecological zoning of Amazonia
and for the restoration of degraded soils. It underlined the importance
of educating the public about environment and water resources, of
providing health and housing services and of strengthening national and
subregional institutions. It attributed primary blame to the developed

" countries for deterioration of the ecosystem, including carbon gas

concentrations, and for the developing countries’ envircnment and
poverty problems. Finally, it called for additional external financial
resources, enhanced access to technology and expanded commerce and debt
reduction from the developed countries to finance poverty reduction.

Second, under IDB and UNDP sponsorship, the TCA prepared Amazonia
Without Myths (AWM), which contains a comprehensive description of
subregional problems with a proposed strategy for sustainable and
profitable Amazonian development based on judiciously managing forests,
hydrobiological resources and wildlife, extractive activities and
ecotourism (see footnote 1).

(2) Another subregional organization is The ASSOCIATION OF AMAZONIAN
UNIVERSITIES (UNAMAZ). UNAMAZ was created in 1987 at University of Para
in Belem, Brazil. It aims to promote cooperation among Amazonian
universities and research institutions and train policymakers on
Amazonian issues through interdisciplinary and graduate courses. With
Bank support, it is establishing a regionwide network of Amazonian data

called the System of Scientific, Technological and Cultural Information
(SIAMAZ) .

(3) There is also & strong Amazonian program with dn Andean focus within
the regional academic institution, THE LATIN AMERICAN FACULTY OF SOCIAL
SCIENCES (FLACSO), Quite branch. So far, it is the only Latin American
institution offering a multidisciplinary graduate degree in Amazonian

studies. FLACSO is seeking external finance to establish the Andean and
t
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Amazon Information Center (CANAMI), another Amazonian data network,
oriented toward the Andes, to complemént SIAMAZ ‘which it expects will be
Brazil oriented. In interviews, both institutions stated their intent
to be mutually supportive and complementary. Both UNAMAZ and FLACSO

publish widely on Amazonian problems ranging from narcotrafficking to
rural development,

(4) In recent years, INDIGENOUS peoples of the Amazon have formed their
own subregional federations and confederations including the
COORDINATING AGENCY OF THE TNDIGENOUS PEOPLE OF THE AMAZON BASIN
{COICA), established in 1984. 1Its affiliates include the Interethnic
Development Association of the Peruvian Jungle (AIDESEP), the Indigenous
Confederation of East Bolivia (CIDOB), the Confederation of Indigenous
Nationalities of the Ecuadorian Amazon (CONFENIAE), the National
Indigenous Organization of Colombia (ONIC) and the Union of Indigenous
Nations of Brazil (UNI). Indigenous federations are increasingly
influencing policy decisions on land titling, bilingual education,

ceurriculum, environmental, mining and logging issues.

National Institutions.

Some national institutions must be mentioned because they play pivotal
roles in Amazonian development within countries. While national

political institutions tend to be weak as described in Section III, a
multitude of non-government organizations (NGOs) more effectively

address Amazonian issues in each of the countries. As noted above, ~

-national indigenous federations are becominz strong policy lobbies.

Influential private thinktanks are also undertaking Amazonian policy
advocacy work including, for example, in Colombia, the Rastrojo
Foundation, in Ecuador, the Foundation for Agricultural Development
(FUNDAGRO), and in Peru, the Peruvian Foundation for Nature Conservation
(FPCN). Important scientific research is conducted by national
institutes like the Colombian Corporation for the Amazon (ARARACUARA),
the National Amazon Research Institute (INPA) in Brazil and the Peruvian
Amazon Research Institution (IIAP). There are numerous other social and
environmental NGOs of significant stature.

CONSTRAINTS AND ISSUES

Institution and lLaws

Preventing spontaneous development in Amazonian countries is difficult

because of public institutional weaknesses and lack of resources and

commitment to enforce policies. Government institutions tend to be
overcentralized, and local and central institutions tend to have
conflicting constituencies and interests. A major problem is
insufficient human resources in all Amazonian countries to enforce
policies. For example, there is hardly any.personnel to ensure that
mines do not pollute or trees are not cut down. While Brazil has
designated over one million km2, approximately one fifth of its Amazonm,
as reserves or parks, its one guard per 6,000 km2 cannot effectively
prevent land occupation and forest burning. Moreover, the guards who
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‘Brazil's Superintendency for the Development of Amazonia (SUDAM) has

k-
are on duty lack training, vehicles and equipment necessary to monitorx

and enforce regulations. This lack of human respurces affects most of
the Amazonian countries. o N

Sometimes national institutions have been misguided. For example, 2 \\\

provided tax breaks, subsidies and investment funds for deforestation
and large land development programs. Brazil's National Indian

ﬁ!,r‘_k-‘*?

i

Foundation (FUNAI)'s erratic behavior has converted indigenous tribes to_ff

mainstream Brazilian culture, triggering the breakdown of integrated
communities and the spread of alcoholism and drugs.

While policies and legislation in the Amazonian countries still need
improvement, they increasingly reflect sensitivity to environmental and
social concerns. All eight national constitutions state their intent to
regulate natural resources and protect the environment. Brazil's and
Peru's refer specifically to the Amazon: Brazil‘s states that its

‘Amazonian Forest shall be used to ensure preservation of the
environment, "including the use of mineral resources", and Peru’s that

"the State is responsible for the development of the Amazon”, which can
be interpreted positively and negatively. Most of the constitutions
enshrine the rights of indigenous people to their traditional lands,
culture and languages, most explicitly those of Brazil and Peru.

Colombia's constitution devolves environmental decisions te

municipalities and subregions.

Several governments, including Colombia, Ecuador and Peru, are enacting

‘discrete Amazonian legislation, although sometimes it is weak, and too

often it remains unenforced. .Brazil’s "Nossa Natureza" program on _paper
eliminates some, but not all, of the fiscal incentives to clear land and
establish land title. However, Brazilian laws still need improvement.

A 1965 law, still on the books, prohibits clearing land greater than 50%

of any holding, making it possible to clear half, sell the remaining f?ftiﬁﬂlﬁ”
half and apply the 50% limit again. In any case, even the 50% - N\ Vs f
regulation is barely monitored. There are numerous initiatives to \ L .
conserve permanently in specified zones, for example, along rivers and ol

hectares of territory to about 150 indigenous communities in its
Amazonian Pastaza province while still maintaining govermment rights and.

proceeds from oil exploitation within this territory. Several of the
other -Amazonian countries have likewise de jure conferred vast (R <
territorial expanses to indigenous populations. _ U

Social

Underlying Amazonian social and environmental degradation is chromnic

_poverty. The majority of Amazonia's 20 million inhabitants fled deep

poverty elsewhere in their countries. They joined emiserated indigenous
people, extractivists and earlier migrants. Poor migrants have not
gained much from Amazonian economi¢ activities such as oil pumping or
cattle ranching which tend to generate wealth for a few local and
outside interests. Colonist attrition is high: two out of three
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occupiers move on within five years, abandoning.land, unable to sustain
short term returns or eke out a living on temporary contracts; many
become slum dwellers in proliferating Amazonian cities.

Amazonia’s poor lack access to soecial services, As a result, their
education and health indicators are below national averages, An example
is the severe cholera epidemic, a disease of poverty and poor hygiene,
which has badly affected Amazonia since the regionwide outbreak began in
19913, Lacking sewage disposal and potable water systems, populations
concentrated along the Amazon, especially in its municipalities, are
extremely vulnerable to contamination. Poor indigenous people and
migrants living in Amazonia's backward areas have been worst afflicted
by cholera. Bolivia‘'s greatest chelera incidence is in Cochabamba and
Santa Cruz, Brazil's in Amazonia and Para and Peru’s throughout its
Amazonian territory.

Two especially poor Amazonian subgroups are discussed briefly below,

" indigenous populations and women:

3.8

Indigenous Populations. Although not all indigenous people are poor,

" the majority are and they tend to be the poorest Amazonians. Estimates

3.9

3.10

vary on pre-Columbian indigenous populations in the Amazon from about 7
million (AWM) to 15 million (Hecht & Cockburmn) in some 2,000 tribes.
Most were decimated by diseases. Today, approximately 400 ethnic groups
remain, totaling only between 1.0 and 2.5 million (AWM). 1In contrast,
Amazonia’s settler population is estimated at about 18-20 million. =

Under constant pressure from-colonizers, suicide and drug addiction keep 5\3T$;
increasing ameng indigenous people. They lead a precarious existence, eﬁ(f; s
even where traditional holdings are recognized, because spontaneous w
economic developments tend to ignore their vights. 0il and gold mining,
timber poaching, land clearing for ranches, roads, narcotics airstrips
and laboratories are examples of illegal activities occurring on
indigenous lands without legal prosecution.

Indigenous people were not traditionally consulted on most developments
affecting them, but indigenous organizations are today undertaking
important educational, health and land titling initiatives. Governments
are beginning to recognize native rights to land, language and culture, \
but pelicy enforcement will be difficult because of opposition from !
powerful local interests such as some politicians, narxcotraffickers and
ranchers, and lack of enforcement mechanisms,

ill people reported. These data ere underestimates bacause the true extent of the disease far exceeds reported cases. The foliowing
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sﬂaglomvida. since the 1991 outbreek of the cholera epldemic, by mid-1932, there had baen over 5,000 deaths and some 500,000 ] o r"_f sy
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is a breakdown of this total in Amazonian countries {Blake; Presensia): N ’ G ;u[‘*
COUNTRY DEATHS . » L e
Poru : . 3,500 . 330,000 LY
Ecuador 1,000 75,000 oy s
Bolivia 350 30,000 e —
Brazil 300 16,000
Colombia 250 4,000
Venezuela 56 M 2,000
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3,11 Women. There is a dearth of data on Amazonia, especially disaggregated
by gender. Nevertheless, it is clear that women of poor Amazonian
families tend to have even less financial security than men. Most T
Amazonian countries do not recognize the right of women to own land. In
rural Andean Amazonia, women are involved in subsistence agriculture and .
marketing in addition to their household chores. Men frequently migrate -
to towns during the dry season, leaving women to manage families and
farm alone. Women who do migrate te mining towns or commercial centers
permanently are typically employed in service occupations as domestic
servants, hotel maids, prostitutes and market vendors, earning lower
wages than men who typically work in the productive sectors like mining
and construction. Amazonian women have less access than men to
education. In the absence of Amazonwide date, Bolivia's, where 75% of
national territory and population reside in the Amazon, is indicative:®
in 1988, 19% ,of Bolivia‘’s rural men and 43% of rural women were
illiterate; as were 3% of men and 12% of women in urban areas. Average
infant mortality exceeded 105 per 1,000 (Coordinadora de la Mujer).

C. Environment

3.12 Environmental degradation of Amazonia’'s rich ecosystem has put Amazonia

on the international agenda. The environmental outcry by industrialized -

countries against Amazonian deforestation to contain global climate .

warming keeps increasing, although a double standard is applied since 5°‘3ﬁ3-bﬁ
developed countries have been mainly responsible for this climate 5 e
problem, There is a growing consensus in the scientific community that~
deforestation produces carbon, releases greenhouse gases and depletes
the protective atmospheric ozone layer, In the Brazilian Amazon alone,
it is estimated that over 10,000 forest fires burn on any given day.
The broader environmental losses are complex and wide-ranging --
destruction of biodiversity, erosion of precious germplasm and tropical
systems, degradation of soil and water, depletion and loss of wild
animal and plant species and tropical hardwoods, and dislocation of
indigenous populations. Amazonia,has provided the world with many of
its most useful and valuable foodcrops, trees and pharmaceuticals, but
some of these products have perished and there is serious concern about
the potential extinction of other valuable genetic material and
information. Amazonian environmental damage is compounded by an
inexorable urbanization pattern. As Amazonia urbanizes -- already the
majority of its 22 million inhabitants are city dwellers -- urban
pollution and industrial wastes exacerbate environmental degradation.

~

3.13 This section examines diverse causes of Amazonian environmental
_problems: land speculation and the conversion of forested ecosystems
into ranches and agriculture; the forestry industry; road construction;
mining and energy development; and iliegal activities.

Ay

s

4Ah.hough Bolivia Is overall poorer than other Amazonian countries, its data Is still indicative because Amazonian populations in
all the countries constitute pockets of deep poverty,
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1. Land, Ranching and Apriculture.

3.14 Much Amazonian development has been stimulated by national geopolitical
concerns to establish frontiers through land occcupation and integration.
Land speculation in the Amazon has been motivated by numerous factors:
the drive for quick profits through agriculture, cattle ranching, mining
and timber extraction; high inflation rates making land an important
asset; large infrastructure projects -- hydropower, roads and railways,
and not least, government incentives for clearing land.

3.15 Livestock occupies some 80% of cleared Amazonian lands in countries like
Brazil and Colombia. Until recently, livestock was made attractive by
fiscal incentives. Moreover, it presented one of the safest investments
for laundering profits earned illegally in coca and gold. However,
livestock precludes environmentally sound fallow periods required by
‘most Amazonian soils to recuperate land and forests. As the
environmental consequences of ranching become apparent, governments are
eliminating incentives, but the dynamics of conversion have become
entrenched and it continues without subsidies.

3.16 Generally, Amazonian soils are inappropriate for colonial-style
agriculture which also often precludes the fallow periods required to
maintain soil productivity in the Amazon. Agriculture revenues in
_Amazonia are insignificant except in Bolivia's Santa Cruz Department
where 60% of the country's crop value is produced. In the other
countries, tropical crops like cocca, coffee, bananas and grains are
farmed on non-Amazonian soils at less risk and lower cost. In general,
in Amazonia, crop prices tend to be tooc low to compete with coca or to
allow farmers to make sound environmental decisions.

2. Forestry and Timber.

3.17 Timber extraction in Amazonia has been environmentally destructive
because it has not been managed to conserve the forests, other
biological resources and wildlife. Wastage of forest products reaches
70% of timber extracted and byproducts like charcoal and energy are
often disregarded. Of Amazonia's estimated 4,000 forestry species, only
about 50 are exported. Nevertheless, timber revenues for Amazonian
countries are important. For example, in Brazil, Amazonian timber
output in 1975 supplied 14% of the country's wood production; by 1987,
the proportion had increased to 54% (World Bank). Guyana is granting
logging concessions to Korean, Taiwanese and European firms to export
its wood and wood products. Bolivia intends to increase timber exports
fourfold over the next decade. Peru has established 60% of its forestry
areas for permanent timber production. ‘ '

v
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3.18 Good forestry practices exist which could provide revenues without
harming the environment, based on sustainable extraction of forest
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products like food and medicines. These practices need to be propagated
through education and extension activities.

-

3. Roads.

3.19 Road construction has been the greatest catalyst to land clearing and - CoR
deforestation. It is not unusual for one kilometer of road to open up
1,000 hectares of forest land (World Bank). Some countries, like Brazil
and Colombia, claim they are controlling road building to reduce its
devastating social and environmental effects, while others like Bolivia,
situated mainly within the Amazon basin, intend to continue road
building as a development priority. Brazil is financing roads into
other Amazonian countries to facilitate timber exports through Caribbean
and Pacific ports, especially to Japan. For example, the only major
road project underway in Guyana, from Lethem at the Brazilian border to
Mabura Hill which has an access route to the Caribbean, is being
financed by Brazil for about US$30 million.? To gain access to the 9 ¢

_Pacific, Brazil is also constructing roads through Peru’'s Amazon. 4 p
T — e ——— i i &~
4, Mining and Energy.

3.20 Amazonia offers vast mineral resources and energy sources. However,
mining and hydropower developments have been environmentally destructive
and have resulted in conflicts between miners and indigenous
populations. Oil and ferrous metal extraction is of increasing

. importance and of fairly reliable return compared to many other ;
Amazonian options. In Ecuador, 70% of foreign exchange is derived from
Amazonian 0il. In 1992, to accelerate ¢il production, Ecuador announced
its intention to quit OPEC, to explore new fields in the Amazon, and -
approved a US development project which partly covers Yasuni National
Park, a rainforest natural reserve assigned to the Huaorani natives.
Other companies from France, Indonesia, Italy, the UK and US are
interested in exploring for oil in Yasuni territory. O0il deposits are
also exploited in the Putumayo subregion of western Colombia. In ,
Brazil, state-owned Petrobras is drilling in the Urucu for oil and gas,
while simultaneously reforesting:in response to environmental criticism.

3.21 Ferrous metal extraction includes iron ore, notably from the Brazilian ol
Carajas mine, site of the world's largest iron ore_deposits and from .. °
Tapaje in Suriname; bauxite from Trombetds, ‘Venezuela, one of the o
earth's lnrgest aluminum mines; and-gold; which_is discussed in the next
section because more than half its extraction is illegal. These are
environmentally controversial activities. Hydropower already supplies
96% of Brazil's electricity and there remains vast untapped capacity g
- elsewhere in the Amazon. There has been severe environmental criticism
of past hydropower projects. Charcecal, from tree cutting, is used for

"
N

SOver 200 km of the total 315 km highway had been completed by the Summer of 1992,

-~
~




O

3.22

3.23

3.24

3.25

Buw an®

10

domestic cooking both by poor people and in industrial steel production.
Gas is of increasing interest. In August 1992, Bolivia and Brazil
signed an accord to build a gas pipeline from Santa Cruz in the Bolivian
Amazon to Saoc Paulo, Parana, Santa Catarina and Rio Grande do Sul in
Brazil. Brazil will enjoy the right to import almost 560 million cubic
feet per annum of Bolivian gas through 2030,

Most of the above mining and energy activities have directly or
indirectly generated environmental problems through deforestation.

5: Tllepgal Activities.

Amazonia’s biggest commerce is in illegal activities, mostly in drugs,

but also in unauthorized gold and exotic animal species. Amazonian b
countries face the major challenge of stimulating legal activities that Qo
can vie financially with coca, unauthorized gold and exotic animals at a /

!
o Ys Mgy

‘time when traditional high employment sectors, such as tin in Bolivia

and tourism in Peru, have collapsed. Governments forego potentially
significant revenues from illegal operations.

Illegal drugs, the fifth largest commodity in international commerce,
play a crucial financial role in the Amazonian territories of Bolivia,
Colombia and Peru and are also significant in Brazil, Ecuador and
Venezuela. Peru is the world‘s major source of coca base, supplying

more than 60X of coca leaves. The Fujimori administration is attempting

some anti-cocaine measures -- prosecuting money laundering, authorizing
the airforce to take charge of civil airports in cocaine-producing areas
and arresting traffic to processing labs in Colombia. However, drug
planes still travel freely to and from dozens of landing strips, and
with the Shining Path controlling much of the coca-producing Upper
Huallaga Valley, Government effectiveness is stymied. Colombia is the
world’s top refiner and shipper of cocaine, supplying about B80%Z of the
final product. It also grows coca, opium poppies and marijuana.
Colombia’s Government increased illegal drug seizures from 23 metric
tons in 1988 to 87 metric tons in 1991. Colombia’'s drug traffickers are
diversifying away from cocaine into heroin, which is eight to ten times
more profitable than cocaine by volume. Colombian poppy growers can
raise three lucrative crops per annum. Bolivia is the world’s second
largest source of coca base and a major transshipment point for cocaine.
In 1992, the Government launched "Operation Ghost Zone" to seal off the
subregion where most of the crop is grown and to prevent chemicals for
processing cocaine from reaching the area. During 1992, Venezuela
became the subregion’s second largest heroin and cocaine transshipment
point after Colombia, following the establishment of a new customs union
between the two countries. Brazil is also a major transshipment point

for cocaine bound for Europe and a marijuana supplier. Ecuador grows
some coca leaves and cocaine flights cross its airspace.

Unauthorized gold mining generates some $2 million daily. Over a
million "garimpeiros”, or small goldminers, extract gold illegally in
the Amazon. Gold deposits occur mainly between the Tertiary sediments
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and the CGuyana and Brazilian shields, benefitting these two countries
and Venezuela. 1In addition, there have been recent discoveries in the
Upper Huallaga Valley and the Madre de Dios areas of Peru, in southerm
Ecuador, in the Uaupes Guiania territories of Colombia and there are
nminor deposits in Bolivia. Contraband wildlife has been decreasing in
the Amazon, thanks to the International Convention on Trade in
Endangered Species, which compels both exporting and importing countries
to comply with strict contrels. Most unauthorized goods are smuggled
out of the countries of origin for sale abroad. '

Both the health and envirommental consequences of illegal drug and gold
activities are dangerous. Illegal coca production accelerates
deforestation and sulfuric acid and kerosene are dumped into waterways
in coca paste processing. Mercury used in gold extraction poisons
Amazonian populations, waters, fish and food. The "garimpeiros" who
breathe and eat mercury are killing themselves prematurely. Surrounding
populations also suffer health problems. Moreover, spreading AIDS among
gold mining communities has received little attention.

INTERNATIONAL SUPPORT

This section sketches international support in the Amazon provided by
agencies other than the IDB (discussed in sections V and VI). Given
Amazonia's high international profile, a plethora of official bilateral
and multilateral external agencies and NGOs are involved in research and
investment activities. Most external assistance is uncoordinated. An
inventory of which agencies and countries engage in what type of
bilateral and multilateral aid in the Amazon is a prerequisite to
coordinating assistance. A possible role for the IDB in such an
exercise is proposed in Section VI. The varied motivations of external
actors -are sometimes at odds with each other -- there is desire to both
exploit Amazonia’s resources and also to conserve them; to reduce global
climate warming; and to address poverty. Most external intervention
occurs on a bilateral basis. Only a handful of agencies, governments or
NGOs have formulated regionwide strategies or projects. As an
intermediary approach, a few bi- and tri-national border projects are
also being piloted.

Repgionwide donor Amazonian initiatives include: (1) Institution
strengthening for the TCA through seconding external staff from UNDP,
Canadian and European governments to the TCA Secretariat Pro Tempore and
supporting TCA publications. (2) An environmental study called
Amazonig; Cause and Case for Intermational Cooperation (EDRC/IUCN),
which from a green standpoint, analyzes for the European Community past
exploitation and potential markets for Amazonian resources including
iron and steel, gold, bauxite and aluminum, tin, wood and non-wood
products and ¢il and gas. It advocates environmentally sensitive
development in close collaboration with local populations. (3) The
Cooperative Program on Research and Technology Transfer for the South
American Tropics (PROCITROPICOS), sponscred by the Inter-American
Institute for Cooperation in Agriculture (IICA), to spread efficient and
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sustainable agricultural practices and coordinate research throughout
the subregion. Project profiles are under preparation to present to the
donor community. -

4.3 Bi- and tri-national border projects are being piloted as a more
manageable and less costly intermediate approach jointly by the
Organization of American States (0AS) and Canadian International
Development Agency (CIDA). They are studying Amazonian country
frontiers to identify investment projects. So far, they are financing
cross-border studies along the Bolivia-Brazil, Brazil-Colombia, Brazil-
Peru, Colombia-Ecuador and Colombia-Peru borders based on bilateral
cooperation treaties signed between the countries. Investments have
already been identified to support cross-border zoning® inventories,
establish national parks, develop ecotourism, fisheries, waterway
transport, and small businesses engaged in harvesting, storage and
marketing of local products and rehabilitate degraded ecosystems.

bl

4.4 Bilateral Amazon projects are too numerous to list comprehemsively but
prominent examples are provided. The World Bank has the largest
bilateral portfolio. It executes the multinational Global Environment
Facility’ which contains numerous bilateral Amazonian subprojects:
protection of natural resources and biodiversity in eac¢h of Bolivia,
Brazil, Colombia, Ecuador and Peru; sustainable tropical forestry in
Guyana; afforestation in Ecuador; and promotion of energy conservation
and biogas in Brazil to reduce global warming. The WB also executes the
.G-7 Pilot Program to Conserve the Brazilian Rainforest (PPCBR).? Of
the many Amazonian country operations directly financed by the WB,
significant examples include in Bolivia, a natural gas pipeline to
supply electricity to Brazil, and the Eastern lowlands natural resource
management and agricultural production project to promote soya and agro-
exports; in Brazil, natural resource management projects in Mato Grosso
and Rondonia, and a natural gas development project; in Colombia, a
rural development project with roads, schools and health centers for
migrant ranchers; and in Ecuador, an environmental technical assistance
project to train indigenous people in natural resource management,

4.5 UNDP supports a wide variety of Amazonian projects in individual
countries ranging from zoning to agroforestry as well as regionwide
support for the TCA for institution strengthening and research. FAO is
sponsoring Tropical Forestry Action Plan initiatives in most of the

BThopurpose of zoning is to inventory Amazonian human, economic and ecological resources to guide policy making. Zoning,
like good policies, is a prerequisite but not sufficient for improved Amazon development. Rigorous policy emorcement must follow,
Zoning tools includa ground mapping, eatelite imagery and sociological Investigation. Biologlcal, geological, climatic, sociel and

Infrastructure data are systematically collected and analyzed. Zoning is already underway in scatlared Amazonian areas with external
funding.

Tger projects are supported by 25 nations and co-financed by the IDB, UNDP, the World Bank and other agencies. The
Amazonian projects cited are estimated to cost aimost US$200 million.

Sotthe US$1.6 billion requested by the Brazifian Govemment for the PPCBR, US$250 million was approved in 1991 as Phase
One. )
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Amazonian countries. UNICEF and other international agencies also
sponsor Amazonian projects.

Among government agencies, USAID concentrates assistance to Amazonian
countries on countering drug production and trafficking in Bolivia,
Colombia, Ecuador and Peru and on sustainable forestry in a number of
countries. Brazil, otherwise ineligible for US assistance because of
its relatively high average income, receives US funds channelled through
the PPCBR, to curtail®global climate warming. Canadian aid includes
support for environmental, forestry and mining activities, mostly
through technical assistance. CIDA is financing an extractive reserves
project in Brazil. Germany, the Netherlands, Switzerland and the UK
also support environmental and zoning projects and Japan 1s expanding
its assistance in these sectors. Japan is also financing roads and
extracting timber and other resources. Government research centers like
the US Smithsonian Institution and the UK Kew Gardens, and large
international environmental NGOs like the Nature Conservancy, the World
Resources Institute and the World Wildlife Fund sponsor projects to
catalog and protect Amazonian species, study global climate changes, and
establish nature reserves and debt-for-nature swaps. A vast number of
environmental NGOs conduct bilateral activities in the Amazon, or.lobby
industrialized countries to reduce Amazonian "exploitation".

These are only examples in the spectrum of international initiatives.
With such a multitude of countries and agencies supporting separate
Amazonian operations, especially bilaterally, effective donor

coordination has been elusive. Steps toward achieving it are proposed
in Section VI,

PAST IDB ACTIVITIES

This section briefly summarizes key IDB activities in the Amazon since
1975 as background to the Bank‘s future strategy for the subregion
proposed in Section VI. A more detailed description is presented in
Annex I. It is accompanied by Table 1l which lists past IDB projects and
their impact as well as operations approved and in the pipeline.

Section III argued that past agriculture and infrastructure projects
like roads and mining precipitated Amazonian social and environmental
destruction., Lacking foreknowledge of these negative consequences, the
IDB and other donors and governments financed such activities in the
past. Past Bank loans have generally been bilateral in scope, either
targeting a given country’s Amazonian territory specifically or covering
it through nationwide projects. Since 1975, roads were the main focus
of Bank Amazonian financing, including four projects in Bolivia, three
in Brazil and one in Peru. In Peru, the Bank also supported two mining
operations and a project to reinforce an oil pipeline and curtail
leakages into surrounding soils. Peru also received IDB assistance for
two rural development projects. The Bank also supported a project in
Guyana to exploit forestry resources in its Amazon territory.
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However, the nature of Bank assistance to Amazonia is changing to
reflect sensitivity to the social and environmental effects of
traditional infrastructure and rural development operations in the
Amazon. The Bank is reducing exposure in these sectors and increasing
it in projects to conserve the ecosystem, use natural resources
sustainably, protect indigenous communities and improve the welfare of
Amazon populations. These objectives have sharpened since the 1990
founding of the Bank's Enviromment Protection Division. For example, in
1992, the Board approved an environmental Technical Cooperation to
assist Brazilian NGOs and communities to sustainably extract natural
resources and halt deforestation. Commercial products like the Brazil
nut bar and Cupuacu punch will be popularized through the project.
Where "seringueiros" or rubber-tappers lack land titles within preject
boundaries, the Government will buy the territory they occupy and
contract it to tappers’ associations which will lease it to the
seringueiros.

5.4 Other recent Technical Cooperations and Small Projects also reflect the
Bank’s new approach. A 1991 TC supported preparation of the TCA
publication for UNCED, Amazonia Without Myths. Another 1991 TC is
financing the TCA's System of Information on the Amazon (SIAMAZ) through
establishing a computerized data network among numerous institutions.
Indigenous populations throughout Latin America and the Caribbean will
be supported through two Bank TCs, one approved in early 1993
establishing the Fondo Indigena headquartered in La Paz® to finance
small development projects proposed by indigenous peoples and the othexr
the 1991 Instituto Indigenista Interamericano headquartered in Mexico to
support native research and culture. The Bank also provided a Small
Project and a TC to Venezuela in 1988 for its Centro de Education y
Promocion de la Autogestion Indigena (CEPAL), to Colombia in 1990 to
prepare its National Forestry Action Plan and to Bolivia in 1991 to

undertake economic-ecological zoning to guide sustainable development of
the Amazon.

5.5 Although these TCs and Small Projects demonstrate increasing sensitivity
to social and environmental consideration, other new operations may
generate controversy, like the highway project approved in late 1992
transversing the Bolivian Amazonian to the Peruvian border,
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VI, AN TDB_STRATEGY

6.1 Scope. While supporting subregional integration is a general Bank
objective, it has been easier to pursue it in subregions like the
Caribbean and Central America where governments have developed trading
blocs. Without such arrangements among Amazonian countries, commercial
integration is not a current objective, Rather, sustainably developing
the fragile Amazonian ecosystem and improving the social welfare of its

Sagreed at the July 1992 Iberosmerican Summit. Spain, the Summit host, and other developed countries will cofinance the Fund
with the Bank.
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inhabitants are the paramount goals. To achieve these difficult
objective requires that the eight Amazonian countries adhere to unified
policies to sustainably develop their Amazon territories.

To support the objective of sustainable development of Amazonia, this
paper recommends that the Bank pursue a two-pronged approach: at the
subregional level, the Bank should provide support for institution
strengthening of the TCA, and at the bilateral level, the IDB's entire
programming process -- frowm ISEs, through CPPs, PMPs, programming
missions, PMRs and other dialogue with each of the eight countries --
should ensure that policies and investments conform to the strategy
proposed in this paper. Only through such a consistent approach,
pursued both subregionally and bilaterally, can the Bank genuinely
assist the Amazonian countries in their goal of achieving sustainable
development.

‘Future Bank assistance for Amazonia should directly address the three

greatest constraints to sustainable development identified in Section

IT1: institutional, social and environmental. In response, the -
following discussion proposes Bank support for institution strengthening

and policy reforms; and for social and environmental improvements:

through funding investments and research.

1. INSTITUTION STRENGTHENING, POLICY AND LEGAL REFORMS, AND COMMUNITY
INVOLVEMENT

TCA Institution Strengthening. The fundamental requirement for a unified
policy to sustainable development within Amazonia is the unequivocal
commitment of the eight sovereign countries. They have repeatedly
stated this intent and established the TCA to achieve it. Although the
TCA has been extremely weak historically, if strengthened, it remains
the most promising mechanism to promote and ensure this unified
approach. Therefore, this paper recommends that the IDB provide
institutional strengthening to the TCA with the goal of transforming it
into an effective institution capable of influencing the subregional
members to adopt and enforce a common agenda. Other external agencies
have suppored the TCA previously, without coordination, through
seconding external staff to the TCA secretariat pro-tempore and/or

financing the production of documents. A serious institutional overhaul
has not been attempted.

Recently,® the TCA requested Bank support for institution
strengthening. Given the coincidental timing of this request with the
preparation of the IDB's first subregional programming paper for
Amazonia, it is appropriate and propitious for the Bank to respond
positively. This paper proposes as a first-step that the IDB finance a
detailed diagnostic study of TCA human and financial resource needs to
determine how best to pursue institution strengthening and coordinate

Cata meeting of donors hosted by the TCA Secretariat Pro-Tempore in Docember 1992 attended by the Bank's representation

in Quito,
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foreign assistance. Following completion of this study, the Bank would
assist the TCA to undertake the necessary measures to become an
influential body, such as establishing a permanent secretariat with a
permanent staff, replacing the temporary, ad ho¢ arrangements of past
years which kept the TCA weak.

.6 To facilitate coordination of now scattered and duplicatory external

assistance, the IDB would assist the TCA to conduct a comprehensive
inventory to identify all sources of international finance for
bilateral, cross-border and multilateral activities in the subregion.

7 It is also proposed that the Bank support institution strengthening
bilaterally, through all country projects affecting the Amazon, to
ensure that policies and legislation are enforced. This bilateral

_institution strengthening should be concentrated at the local level
where the impact would be greatest. Local enforcement staff working in
Amazonia need to be augmented, they need training in forestry management
and pollution regulations, and equipment and vehicles, including boats.

.8 Policy and Legal Reforms. This paper has repeatedly cited the negative

social and environmental effects of some past Bank-supported actiwvities
in Amazonia, notably road construction, ranching and migration.
Government fiscal incentives encouraged these activities. The Working

. Group (and the CAM?) therefore recommend te the Programming Committee
that the Bank no longer finance these activities for Amazonia and that
the Bank encourage the countries to eliminate these incentives. At the
same time, possibly through the TCA institutional support proposed
above, the IDB could assist the subregion to ensure that Amazonian
natural resource management policies and legislation in the eight
countries are compatible, Refining the TCA's covenants to facilitate g
achieving sustainable develoment might also be warranted if identified
in the diagnostic study.

.9 Community Involvement. To improve Bank support for the subregion, all é?iﬁ

future operations should incorporate a consultative approach with local K}f
populations, governments and NGOS including indigenous groups. This {fzf. i
need has not received sufficient attention in the past. Grassroots ey
consultations may provide the only hope to successfully confront S

entrenched economic interests pursuing socially and ecologically harmful
activities,

2, INVESTHERTS ARD RESEARCH OPERATIONS

10. All Bank instruments, including TCs,!! small projects, pre-investment
activities, and investment and sector loans., are appropriate vehicles
for Bank support of operations in Amazonia. While most operations would
be bilateral, the Bank should also consider financing border integration
through the bi- and tri-national border projects being prepared with

1 Additionalnon-reimbursable TC funds need to be raised by the Bank to support Amazonis and olher regions and countries,
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