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Honorable Donatd T. Regan e
Secretary of the Treasury

15th and Pennsylvania Aves., N.W.
washington, D.C. 20220

Dear Mr. Secretary:

As you may be aware, the Subcommitiee on Natural Resources,
Agriculture Research and Environment held hearings on September
19, 1984, to examine the role of research In tropical forest
development projects.

As a result of testimony recelved at that hearing, | am
writing to express my deep concern over the progress and impact
of Brazil's Integrated Development Program for the Northwest
Region (the "polonoreste" project), for which the World Bank has
joaned the government of Brazill nearly $500 miliion. While the
World Bank's participation In thls agriculfura! development

! project was intended to help control and consolidate spontaneous

ymlgration Into fhe ralfn forest reglons of Rondonla and Mato
.Grosse in horthwest Brazil, tesfimony at the hearing Indscafed
that the project is iIn facf coniributing to increased
unconfrol led migration and accompanylng deforestation.

Witnesses testifled that the solls In the Polonoreste region
have proved to be so poor that many of the small farmers who had
‘cleared the forest to plant crops have been forced to abandon
‘their land within a few years. The evidence also suggested that

in many cases ranchers are consolidating fthe small parcels iato
jarge cattle ranches, despite the unsuitability of the area for
sustainegble grazing.

One of ithe major problems identified by witnesses is the
imbalance in the progress of project componenis. While road
consfruction components of the project have been proceeding
raplidly, inviting further migration, there has been |litle
progress in implementing the provisions of the Loan Agfeeqenf

—y {2060 BR) which were intended to provide services to the settlers
and to protect ereas which were unsuitable for agrnculfural
development. For exemple, the paving and reconsiruction of the
Cuiba-Poric Velho road (BR-364) has been completed. In contrast,
several blo!oglcal reserves and Amerindian reserves which should

bIong have been in place according to the clear terms of +he Loan
Agree"ﬁnf have not been established or pro,ec.ed_
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indeed, Instead of attempting to siow the rate of migration
pending the establishment of the services and reserves which are
part of the binding loan agreement, INCRA (the Brazilian land
agency) is continuing to promote migration through natlional prime
tlme felevision advertlsing.

The Loan Agreement provides that Brazll and the Bank agree
that "the orderly development of areas ot the Program Area most
suitable for agrlculfurat ‘development . . . and the environmental
protection of areas determined to be unsuitable for agrlcultural
developmenf are essenflal to the successful carrying_ouT of the
Project." Section 3.13 of the agreement further requires the
government of Brazll to "take all necessary measures to.(a)
discourage the agriculTuraF’EXpIOJTaflon of areas which have been

determined fo be unsuftable for agricultural developmeni or of

areas whose suitablilty for agriculfural deveiopment has not_yet
been de*ermined- and (b) to prevent the occupation of areas wh:ch
\!have been legaliy defined as reserves."

Brazil's continved promotion of migration to the Northwest
Region, particularly In the absence of services and the
establ Ishment of protected reserve areas, can only serve to
foster uncontrolled develcpment, unnecessary deforestation, and
continued confliicts with the native Amerindian populations.

In addition, at least some of Brazil's settiement plans
appear directly to vlolafe the ferms of the Loan Agreement. Of
gravest concern is the construction of the President Medici-Costa
Marques highway (BR-429), scheduled to be completed this
November, and the planned sefttlement of some 10,000 families
along the road in Bom Principlo, Terra Flrme, Conceicéb, Porto
Murtinho, Surpresa, Cena Grande, Sao Dominges, Monte Cristo and
Sao Mlguel The hlghway and settfiement projects wlil lead to
further mngraf:on into the Guapore valliey which wlii directly
threaten a number of reserve areas required to be established by
the Bank (including the Guapore Biological Reserve, the Rio
Branco lndlan Park, the Pacaas Novas National Park, and the
stili-undemarcated territory of the Uru-eu-wau-wau and Urupa-in

! Indlans). Significantly, a-soll map prepared in 1983 by EMBRAPA,
the Brazilian agriculture research agency, shows that most of the
soil in the area is unsuitable for small farmer agriculture.

The threat to the Amerindian population posed by the BR-429
road and the seitlements would also appear to violate the terms
of the Loan Agreement which require Brazil to "take all necessary
measures" to protect the Amerindian population. The regional
head of FUMAI, the Brazilian Indian agency, recently Indicated
that the BR 429 road was proceeding without the neccessary

ICertidao Negativo {(a no obJecflon agreeqenf) from FUNA
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in light of the testimony recetved at the hearing, actlon should
be taken immedlately to ensure compilance with the terms of the Loan

Agreemenf and to fulfill the original intent of the Project to limit
'and conirol development in thls environmentally-sensitive area.
Prompt efforts to ensure comp!iance with the Agreement wlll aiso send

an imporiant signal to other borrowers that loan agreement provisions
intended to protect the environment and native populations will be

taken seriously by the Bank and that such provisions will be enforced.

Specifically, the foilowing steps should be taken:

1. Urgent action Is required to stop the completion of the

BR-429 highway and settiement project. Further development
and construction In this area should not be permitted untll|
‘such time as {(a) a “no. ob jectlion agreemeni” (as requlred by
‘Brazillien law) is recelved from FUNALl, and (b) studies are

conducted which Indicate the sui+abtii+y of that areas for

sustained small farmer agricuiture,

2. The present plans for agrlcultural development In the
Project area should be reconsidered In Ilght of experience
to date. At the same time, To prevent further deforestation,
the Bank's flrst priority should be to consider ways to keep
the farmers on the land. To this end, the Bank should
immediately beglin to improve the support and extension
services avallable fo the settlers. |[f necessary, to
achieve this end, portions of the Loan Agreement could be
renegotiated or a separave special project undertaken.

3. The Bank should immediately begin a research and
development program fo fdentify agricultural programs which
are more |lkely to be economically and ecologically sound.
For exazmple, several witnesses discussed agroforesiry
projects which appear to hold some promise.

4. The Bank should immediately tzke measures %o bring about
compliance with the provisions of the Loan Agreement which
establ ish and protect the biological reserves and the
National Park, and which demarcate and profect the indian
reserves, Inc!udnng the expulsion of squatiers from those
areas. It is also imperative that the portions of the

nprOJec? requiring continuing evaluation of the impact on the
i environment and the Amerindians be continued.

- - -
Covmn Lneidi o

5. The Bank should consider whether it should fund spec1al
projects aimed at Improving the capabllities of FUNAL, the
Brezzilian Indian agency, and IBDF, the Brazilian Foresfry
Development Institute, to carry out the environmentai
profection and Amerindian protection provisions of +the Loan
Agresment.
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| would request that the Department respond to these
concerns and suggestlions, indicating the response of the Bank and
the actlons taken by the Department. 1 would be pleased to
dlscuss these Issues In more detal!l with you, other Department
of ficials, or members of the Bank staff.

Sincerely,

FEY.P (O SN

JAMES H. SCHEUER 7

- man

SEbcomm!ttee on Natural Resourcés,
Agriculture Research & Environment

cc: Mr. James B. Burnham
Mr. James Conrow
Mr. Stephen J. Canner
Cong. Jerry M. Patterson
Cong. Gus Yairon
Senator Bob Kasten
Senator Charles McC. Mathias, Jr.
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October 12, 1984 413 421656,

Mr. A. W. Clausen
President

The World Bank

1818 B Street, N.W.
Washington, D.C. 20433

Dear Mr. Clausen:

We are writing to express our grave concern over.disturbing
evidence of the consequences of the continued neglect of sound
management of natural resources and protection of indigenous
pecples in the design and implementation of World Bank projects.

Several independent sources in Brazil have called our
attention to the accelerating and uncontrolled ecological and
human destruction occurring in the World Bank financed Brazil
‘Northwest Development Program (Polonoroeste). There is =~
,considérable evidence that the Brazilian agencies responsible for
‘the program lack either the will or the institutional means to
provide minimum protection to ensure the physical survival of the
ecology of the Northwest region and over 6,700 Amerindians
‘belonging to at least 34 tribal groups. Although Bank support
for the Program was strictly predicated in the first Loan
Agreement (No. 2060 BR) on the prompt implementation of measures
to protect the environment and Amerindian population of the
Program area, there are strong indications that the Bank has lost
control over - or will not take effective measures to control -
the destruction being unleashed in the region. Information we
have received strongly indicates that the Bank's $443.4 million
linvestment has sco far contributed to uncentrolled wigration,
laccelerated deforestation, conversion of land to unsustainable
‘cattle ranching, land speculation, and increased encroachment on
‘Indian land areas. The Northwest Region's thousands of
"Amerindian inhabitats and irreplaceable bioclogical diversity are
threatened as never before.
- In spite of this evidence -- and in disregard of the terms
of the Loan Agreement for Phase I of the Program -- the Bank
actually accelerated lending late last year for the third phase
of Polonoroeste, which will settle 15,000 more families in the
region. Although the purpose of this accelerated loan
disbursement (part of the Bank's Special Action Program) was to
help Brazil maintain development momentum in the face of the
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lingering world recession, it violated basic principles of sound
management by accelerating fgnd%ng fgr @ program which was
already encountering grave difficulties in managing the resources
at hand.

"The Bank's $443,400,000 loan commitments to the three phases
of the Program account for nearly one-half of one percent of
Brazil's enormous foreign debt. It will be a tragedy for Brazil
if this huge investment leads to the destruction of the natural
resource base of Rondonia and western Mato Grosso -- and of the
thousands. of indigenous people and non-Indian settlers dependent
on these resources --— rather than to development that is
sustainable in the long term.

We urge and request the Bank to undertake effective measures

to regain contrel over its enormous investment, In particular,

we wish to know what immediate actions the Bank plans to
undertake to:

1. Secure, through immediate discussions with the federal
government of Brazil and the state of Rondonia, a halt
to ongoing plans to settle 8,000-10,000 settlers in the
Guapore Valley along the soon to be completed BR-429
{Presidente Medici-Costa Marques) highway. These
planned settlements are on soils largely unsuitable for
sustained cultivation by small farmers and threaten
invasions of the Guapore Biological Reserve, the Pacaas
Novos National Park, the Rio Branco Indian Reserve, and
the still undemarcated lands of the Uru-Eu-Wau-Wau
Indians. Such plans appear to be in clear violation of
Section 3.13 of the Bank's Agreement with Brazil and the
state of Rondeonia for loan 2060 BR.

2. Provide for the immediate demarcation and protection of

the extensive Indian lands in the Program area, as well
as .-for the provision of health and other services. This
is an aspect of Polonoroeste which the Bank and the

‘Brazilian government agreed in Section 4.05 of Loan
‘Agreement BR—-20A0 would be implemented by thz Brazilian
Indian Agency, FUNAI, but which is largely un-
“implemented. Numerocus Indian areas are being occupied
"by squatters. In at least one reported case - the
‘Lourdes Reserve - armed confrontations have occurred
between Indians and settlers. S e

e

- 3. Promote concrete measures to deal with accelerating,
indiscriminate deforestation, land speculation, and
conversion to cattle pasture in areas where the Bank is
financing new colonization or attempting to consolidate
existing settlements; to this end, the Bank shculd
immediately begin to improve the support and extension
services available to the settlers, -




4. Ensure adeguate protection and management of the two
Biological Reserves, the National Park, the four .
Ecological Stations, and the National Forests which were
to be set up with Bank funding in the Polonoroeste
‘Program Area; the National Forests have not been
established or demarcated, and the other protected areas

are either occupied by squatters or lack management
plans and the means to implement them.

5. Ensure that the state of Rondonia redesign or cancel
,three planned roads - state highways 370, 377, 383 -
‘which will crisscross the Guapore Biological Reserve and
‘the Rio Branco Indian Reserve. These roads will link
the reserves with two major federal highways and
existing and planned settlements and remove all

remaining hope of conserving these protected areas.

6. To implement measures 1-5 above, consider the
renegotiation of the Polonoroeste loan agreements andg
the funding of special projects to strengthen FUNAI, the
Brazilian Indian Agency, IBDF, the Brazilian Forestry
Development Institute, and the government agencies
charged with providing services to the settlers.

7. Insist that the Brazilién government land agency (INCRA)
. and the State of Rondonia halt nationwide advertising
X promoting further migration to the Polonoroeste region.

8. Increase the Bank's professional environmental staff and
systematically implement more rigorous procedures to
ensure improved environmental design so that the Bank
does not repeat the costly mistakes in resource
management that are occurring in Polonoroeste; a key
element in improved design should be the early inclusion
.and participation in project planning of representatives
‘of the local groups that are affected: indigencus
‘peoples, farmers and settlers, envirommental
conservation organizations, and members of the rhurch
working in rural areas. '

The prompt implementation of these measures woulgd help to
Yorestall increasing concern in the U.S. Congress and the West
German Bundestag over evidence of the Bank's inadequate attention
to sustainable management of natural resources and to the
indigenous people who depend on thoge resources. In particular,
as you may be aware, the House Banking Subcommittee on
International Development Institutions and Finance has held five
hearings in the past sixteen months on the multilateral banks ang
the environment, culminating with hearings last month on specific
recommendations on measures to lmprove the envirommental
performance of the World Bank and other MDBs. 1In addition, the
Senate Appropriations Committee has expressed 'its agreement with




the concern of a number of U.S. environmental organizations "over
the lack of environmental consideration given by the World Bank
in the formulation of its projects,” and has directed the U.S.
Treasury Department "to press the issue of the environment with
the Bank. Recently, the Bouse Science and Technology
Subcommittee on Natural Resources, Agriculture Research ang
Environment held the first of a series of hearings on the
environmental impacts of World Bank and other MDB agricultural
projects which resulted in Chairman of that Subcommittee sending
a letter of concern to the U.5. Treasury Department and Executive
Director requesting that the Bank take measures similar to the
ones we have outlined to deal with the urgent and disturbing
problems relating to the Bank's involvement in Polonoroceste.

In the future, we urge the Bank to seriously reconsider the
implications of funding programs such as Polonoroeste. These
programs which serve as "escape valves” for the human
consequences of government economic policies and gross
inequalities in land tenure in other parts of the country, which
have resulted in the migration of millions of rural farmers over
the. past decade and a half. The financing of the settlement of
tens of thousands of families in ecologically dubious and
unsuitable areas of the Amazon is clearly not a viable solution
<o these complex problems. In particular, by financing the
sonstruction of roads and other infrastructure in such areas (in
zhe case of Polonoroeste, over half the Bank's financial
commitment), the Bank contributes to untenable migration rates
which result, as in the case of Polonoroeste, in accelerated,
rampant deforestation, invasion of Indian lands, and destruction

"of natural areas unsuited for agriculture but possessing
_tremendous biological significance.

We have enclosed two memoranda tpat outline some of the
major deficiencies in the implementation of the environmental and
Amerindian components of Polonoroeste.

We wish to underscore the urgency of the situation in
Polonoroeste and the need for the Bank to implement immediately
the measures we have outlined and the measures which the Chairman
of the Bouse Science and Technclogy Subcommittee on Natural
Resources, Agriculture Research and Environment is requesting the
Bank to act upon. To ensure that Bank loan conditions are
respected in the future, the Bank must exercise its maximum
leverage in this situation, including reconsideration of planned
funding for other agricultural projects in Brazil. At stake is
*he ecological survival of an area larger than Great Britain and
the very lives of its thousands of indigenous inhabitats, as well
as the credibility and image of the World Bank.

The profoundly disturbing situation in Polonocoeste
underscores all the more the urgent need of the World Bank to
undertake concrete measures and commit real resources, such as
more professionally trained staff, to improve.the ecological




design and review of its projects. Further neglect and delay of
the Bank in addressing these environmental management issues will
not only inflict grave long-term damage on the Bank's image, but
could ultimately undermine public and legislative support for
funding of the Bank in its most important donor countries.

Sincerely,

Bruce M. Rich, Attorney
International Program _
Natural Resources Defense Council

Thauas B. Stoel, Jr., Director
International Program ]
Natural Resources Defense Council

Barbara Brauble, Director
International Program
National Wildlife Federation

Jack Lorenz
Director ]
1233k Walton League of America

Michael Bean, Director
wildlife Project
Envirqrmental Defense Fund

Brent Blackwelder, Directer
water Resources Project
Enviromental Policy Institute

Fran Lipscaumb
Director of International Issues
National Audubon Society

Liz Raisbeck
Legislative Director
Friends of the Earth

Shelton Davis, Executive Director
Anthropology Resource Center

Bemneth I. Taylor
Executive Director .
gurvival International, U.S.A.

David Maybury-Lewis
Executive Director
Cultural Survival, and
Professor, Department

of Anthropology, Harvard
University

Dr. Roterto Cardoso de Oliveira
President, Associacao Brasileira
de Anthropslogia

(Brazilian Anthropological
Association)

Deputado (Deputy) List Viera

Lider de Partido dos Trabalhadores e Presidente
da Comissao Especial de Estudos Ecnlogicos
Assembleia Legislativa do Estado do Rio de
Janeiro (Leader of the Labor Party and
President of the Special Commission on
Ecological Studies, Legislative Assembly of

the State of Rio de Janeiro)

Nancy Oestereich Lurie
President, American

Anthropological Association

Helio Saboya

President, Associacao dos Adevogados do
Brazil (Brazilian Bar Association)
Secional do Rio de Janeiro

Willi Hoss

Gaby Gottwald

Julius Kriscan

Dr. Erika Hickel

Gert Jansen

Marie-Louise Beck-Oberdorf
Antje Vollwer - :
Walter Schwenninger™ =
Jurgen Reents

Rolamd Vogt

Hans Verheyen

MEMBERS OF THE WEST GERYAN BINIESTAG)
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Roque Sevilla Larrea, President Flavio Lewgoy, President
Pundacion Natura Associacao Gaucha de Protecao ao i
Ouito, ECUADOR Natural (AGAPAN) (Association for'szhlixj.la-\ente
‘ Protection of Nature of Rio Grande do Sul)
. A.n.il Agaryja_l' Chalrman Porto Alegre, BRAZIL, :
Envirormental Liaison Center
Nairobi, Kenya; and _ Jose Lutzenberger, Ecologist
Director, Center for Scence Associacan Gaucha de Protecao ao Ambiente
“rd Enviromment Natural (AGAPAN) (Association for the
Delhi, INDIA Protection of Nature of Rio Gronde

do Sul) Porto Alegre, BRAZIL
Helena Norberg-Hodge egre.

Co-Director Julio M. G. Gaiger, President
Ladakh Ecological Development Grow Associacao Nacional de Apoio
Leh, Ladakh, INDIA " a0 Imdio (ANAI) (National Indian Supgort |
Associztion)
Gecrg Henriksen, Director Porto Alegre, BRAZIL
International Working Group
for Indigerous Affairs (IWGIA) Ordep Serra
Copenhagen, DENVARK President,’
Associacio Nacional i i
Gesellschaft fur Bedrohte Volker (National Indian Supﬁxiﬁgoici)af‘;ﬁ;o
Gottingen, WEST GERMANY : of Bahia, BRAZIL )
Ben Whittacer, Director Magda Renner
Mirority Rights Grouo President,
Lbndon, NITED KINGD(M Acao Democratica Feminina Gaucha
' : : (Ferinine Democratic Action of
Marcus Colchester Rio Grande do Sul)
Survival International Por to Alegre, BRAZIL
INITED KINGDCM
Bruce Albert
Survival International
FRANCE

¢ 1Y
Beate Engelbrecht
Incom Indios
Basel, SWITZERLAND

Jeremy Swift, Chaiman

The Anti-Alavery Society for
the Protection of Buman Rights

- Lordon, WITED KINGDOM
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World Bank Urged to Halt Aid to Brazil for Amazon Development

By ERIK ECKHOLM

Crilics.: asserted  yesterday thal
Brazil's program'to seitle the Amazon
frontier was hirmilng the forests and
Jeopariizitly Andldn tribes, and they
¢alled on the International Bank for
Reconstruction jand Developroent to
teassess Its finahclal support of the
project.
* More than 25 environmental and an-
thropologlcal groups from the United
States, Brarl and other couritries
{ssued the complaint in a letier lo A, W,
Clausen, president of the World Bank.
The critics sald Brazll's poor planning
was cpusing “‘acceleraled, rampant
delurestation, invasior of Indlan lands,
and destruction of natural areas -
sulted for agriculture but possessing

tremendous blological significance."
A spokesman for the World Bank,

Peter Riddieberger, sald, “This is a

thoughtful letter and it will recelve &

thoughttul response.” But he deciined

:;j:'u fer immediate comment on spe-
ics. :

Hank Financing Major Road

The World Bunk has commmltted $443
milllon in loans to Brazli for paving a
1,000-mlle road inte the region, bullding
feeder roads, providing services to set-
tiers apd establishing blological re-
serves,

Lamlless familles are streamling Into
the project area, whichincludes the en-
tire state of Rondonla and part of Mato
Groaso, Most of the migrants come

from southern Brazi, where mechani.

zation is displacing farm laborers,

Stoties [rom the frontler are remi.
niscent of the Old West In the United
States, with land disputes often settled
through gunfights, farmers ({utilely
clearing fragile soll, speculators taking
over farms and settlers invading areas
set aside for Indian tribes, some ol
which are only now making their first
contacts with people of European de-
ascent.

-Scientists say the unchecked clear-
ing of the Amazonian forest In the area
will exterminate several plant and ani-
mal specles and could alter the re-
gional climate.

Bank Demanded Safeguards

The World Bank wrote stringent
conditlons for protection of the environ-
ment and of tribal groups into the loan
agreements In 198l. The Braziliansg
agreed to set aside severzl nature re.
gerves, to limit farming to soils that
could sustain it and to demarcate and

lpmtect Indian lands,

Critics now say the bullding of roads
has speeded migration to the region but
little has been done o put the safe-
guards into effect,

Arguing that the “credibllity and
image” of the World Bank was at
stake, the letter irom private organiza-
‘tlons asserted: “To insure that bank
loan conditions nre respected In the fu-
ture, lhe bank must exercise Its maxi.
raum leverage in this situation.”

Congressmen*Writes Letler

The letter was written by the Natura}
Resources Defense Council and signed
by many other environmental groups,
including the National Wildlife Federn.
tion and the National Audubon Society,
and by the presidents of natlunal an-
thropological  associations in  the
United States and Brazil.

In & relaled action, Representative
James H. Schever, Democrat of the

Bronx and Queens, who is chairman of

a Congressional subcommittee con-
cerned with natural resources, sent a
letter Monday to Treasury Secretary
Donald T. Regan, whose department
handles Federal relations with the
World Bank. Mr. Scheuer sald the bank
should encourage the Government of
Brazil *to limit and cootrol develop-
ment in this environmentally sensltive
e S Ay o ey

area.

The United States holds about 20 per-

cent of the shares of the bank, the
warld's largest development lending
agencz.
At hearings before Mr. Scheuer's
Congressional subcommittee in Sep-
tember, José Lutzenberger, a Braril-
ian agronomist, eald many settlers
were being given plots unsuited to
farming, forcing them to sell out after
a lew years to speculators and ranch-
ers who were consolidating large hold-
]lngs and violating forest protection
aws.

Road to Pristine Forest

He and other witnesses expresasd
g&cmlctﬂar concern about a new road

ing constructed Into the Guaporé
Valley, the last untouched forest In
Rondonla. He said the road “'blatantly
flouts two condltions In the World
Bank's loan agreement.”

The valley's solls are geheral] r, Y
he said, and the remote area lsyl.r?ho:b '
ited by still-unldentified Indians who
killed colonists and rubber tappers In .
encounters In 1961 and 1983. ’

The critics also urged the World
Bank to strengthen its abliity to reject
loans that could cavse harm (o the envi-
runment. The bank has lssued formal
guldellnes for environmental planning,
but, according o Bruce M, Rich of the
Natural Resources Delense Council
and other critics, It has not yet commit.
ted the resources and staff peeded to

guarantee they would be put into effect. |

-
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Brazil's Amazon frontler project
invelves area Iarger than Britain,




