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New Growth in Brazil’s Rain Forest
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ship with his Workers Party co-founder
Chico Mendes, an Amazon rubber tapper
who became an international symbol of
the fight against predatory development
after his murder in 1988.
Mr. da Silvamade three runs for the pres-
“idencyin the 1980s and 1990s, buthe was con-
sidered too radical to be elected president.
His friumphant campaign last year un-
leashed panic on Latin American financial
markets, even though he had clearly shifted
toward the center, naming a textile mag-
nate ashisrunning mate. And after his efec-
tion, Mr. da Silva at first cheered greens by
naming as environmental minister Marina
Silva, a former senator who came from a
family of Amazon rubber tappers.

On the Urucu project and many other
pohcy matters, Mr. da Silvahas advanceda
more- consewatwe agenda—albeit withpro-
gresswe touches—than some of his more
right-wing predecessors ever did. In his
first year in office, he has wrung inflation
out of the economy with high interest rates,
pressed social-security cuts that have in-
censed his erstwhile union allies and drasti-
cally reduced spending to achieve a high
budget surplus, Brazil’s financial markets
haverallied sharply, but the economy is still

; weaker than Mr. da Silva would like, which
' is.one'reason he’s interested in promoting
infrastructure projects.

By nature, “Lula isa pragmatist,” says -

Paulo Addrio, Amazon campaign coordina-
tor for Greenpeace. Mr. Adario says that
Mr. da Silva’s aggressive energy-develop
ment policy is colored by the experience of
" his predecessor, Fernando Henrique Car-
doso, who endured an energy crisis that
forced drastic nationwide rationing and
sapped support for his administration.
The president’s pro-development
stance also reflects his Workers Party’s
newfound political pragmatism. The party
had shunned alliances with other parties
in Mr. da Silva’s three failed presidential
bids, but last vear it formed coalitions.

One of its partners, the leftist Popular So-
cialist Party, elected Eduardo Braga, an
electrical engineer and staunch pipeline
advocate, as governor of Amazonas.

Mr. da Silva chilled environmentalists

* last month when he unveiled his $66 bil-

lion, four-year infrastructure-develop-
ment plan. The “Brazil for Everyone” pro-
gram includes plans to double the current
generating capacity of the Tucuruf hydro-
electric project in the easfern Amazon, as
well as a review of a long-shelved plan to
build the 34 billion Belo Monte dam. Lo-
cated on the Xingu River, Belo Monte
would be the third-largest hydroeleetric
project in the world in terms of power gen-
erated, and would entail the flooding of
roughly 155 square miles, about half of
which would be the river bed itself.
Though the government may not find fi-
nancing for all of the projects, the plans
alone can lead to deforestation as land
speculators and settlers pounce on prime
properties, says Roberto Smeraldi, head
of the Brazilian chapter of Friends of the
Earth. There is evidence that destruction
had been occurring at a faster pace even
before the government's infrastructure
plan came out. Recently released satellite
surveys showed that a slice of the rain for-
est about the size of Vermont was wiped
out by farmers, catflemen, loggers and

_ ofhersettlersin the 12 months up to August

2002, the second-highest level of destruc-
tionin the 14 yearsrecords have beenkept.

The government, working with local au-
thorities and business, is moving quickly
in its efforts to launch some projects. One
priority is paving a 460-mile stretch of high-
way BR-163, which connects the central
farmstate of Mato Grosso with the heartof
the Amazon, Soybean growers say the re-
furbished road will allow them to boost ex-
ports by almost $2 billion a year, buf envi-
ronmentalists argue that it will promote
settlement and large-scale farming of
mostly untouched areas.

Petrobras, a Big Board-listed company
with revenue of $22 billion last year, has
earned 4 shaky environmental reputation
in Brazil. In 2000, separate oiil-pipeline
leaks in southern Brazil fouled Rio de Jan-
eiro’s Guanabara Bay and the Iguacu
River. Inthelatter case, Brazilian environ-
mental regulators fined Petrobras the
equivalent of about $50 million, the largest
such penalty in the country’s history. The
company is still contesting the fine.

Those disasters, plus staunch 0pposi-
tion from Amazonas politicians and ecolo-
gists, had just about scuttlted the Urucu pipe-

- line plan by last year. But it popped back on

the agenda after theelection of Mr. da Silva.
The president has tried to reduce the
state oil company’s monolithic, all-busi-
nessreputation. He named a geologist and
Workers Party senator to run the company
and placed other party loyalistsin key posi-
tions. Under the new leadership, the com-
pany hasboosted its community efforts, in-
cluding a hunger-eradication campaign.
~ Gov. Braga says Petrobras has com-
mitted to creating a $15 million ¢compen-
sation fund for the affected area that will

spur social programs and sustainable in-.

dustries. Petrobras says-it is still negoti-
ating on the exact figure.

Petrobras says it knows the responsibil--

ity involved in operating in the rain forest.
“The Amazon region is a very critical re-
gion in environmental terms, [and] any in-
tervention has to have the necessary cau-
tion,” says Ildo Luis Sauer, head of Petro-
bras's natural-gas operations. He says the

company aims to “guarantee the preserva-
tionof the environmental equilibrium” and
“to preserve the social and cultural inter-
ests, which are an immense patrimony.”

The Urucu field, discovered in 1986, rep-
resented 20% of all of Brazil’s gas re-
serves, until an even bigger find earlier
this year off the coast of the state of Sao
Paulo. There is already one pipeline link-
ing Urucu to the town of Coari. Petrobras
wants to build one of the new pipelines to
run from Coari 280 miles northeast to the
manufacturing center of Manaus. The
other new pipeline would run from Urucu
340 miles south to the commercial and natu-
ral-resources center of Porto Velho.

Government officials say the Urucu
project would create about 5,000 construc-
tion jobs, at a time when one-third of the
state’s 20,000 construction’ workers are
unemployed. But development can bring
social problems along with economic
gains. Petfroleum royalties are helping to
build schools and hospitals in the town of
Coari, but they're also igniting frenetic
growth, as well as a surge of drugs, dis-
ease and child prostitution.

Since Petrobras began building the
erude-oil pipeline in the 1990s, Coari, the
Amazon’s former banana capital, has
seen its population double to around
70,000. Even Gov. Braga, the pipeline
booster, allows that oil brought to Coari
“problems that the American West had in
the era of the gold rush.”

There are about 10 reported cases of
child prostitution each month, says so-
cial worker Ediane Santos. Amid the
stilted houses on the river, police are
fighting an influx of “honey,” marijuana
blended with coca powder.

Economic benefits have been slow to
trickle down. A former mayor is under in-
vestigation by state auditors for misuse of
funds. The current mayor, Adail Pinheiro,
has used the roughly 315 million in annual
oil royalties tobuild several air-conditioned
schools, a new municipal auditorium, a hos-
pital and 11 neighborhood health centers.
But the mayor finds that every time he
solves one problem, a new one emerges.
The city is coping with a malaria epidemic
that aiflicts about 7% of the popuiace.

“I am amazed by these new buildings,
but I always question whether we are
better off than we were before Petrobras
came,” says Cidronio Soares, owner of a
general store. Sales have tripled since
the mid-19%0s and he has branched out
into selling saw blades and wheelbar-
rows. Yet Mr. Scares has been robbed

_twice and sleeps with a tire iron close by.

“You never used to lock the door in
Coari,” sald Mr. Soares. “I don’t know if
we'll survwe another plpeime and more
growth.” -

Petrobras has been flying groups of re-
porters, academics and politicians to the
Urucu production field, which Petrobras
has turned into an environmental show-
case in recent years. The company’s opera-
tions have won numerous commendaticns
for their high environmental standards. To
replant damaged areas of the rain forest,
Petrobras maintains a nursery with 55 spe-

-cies-of-trees and-95,000-seedlings.

A bigger concern for environmentalists
is what would happen deeper in the jungle,
along the route where the pipeline would be
built and maintained. The pipeline routes
run near Indian territories and archeologi-
calsites, and ecologists question the compa-
ny’s ability or interest in keeping settlers
outonce the construction is finished. Antip-
ipeline groups also are concerned that the
environmental enforcement agency, along
with other government bodies, has been hit
hard by budget cuts that Mr. da Silva im-
posed to satisfy financial markets and the
International Monetary Fund.

On the Urncu-Porto Velho pipeline,
Petrobrashas beenhamstrung by a federal-
court decision to hold up licensing due to de-
ficiencies inthe company’s environmental-
impact study. For the segment from Coari
to Manaus, Petrobras this week released
its envirenmental-impact study, which will
now be subject to public debate.

Environmentalists hope to trap the
pipelines in a procedural thicket. It takes
only 50 signatures ¢n a petition to force a
hearing, and the Pastoral Land Commis-
sion, & social group linked to the Roman
Catholic Church, says it will circulate pe-
titions in every hamlet in Amazonas, try-
ing to instigate many hearings.




