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Into the Wllderness

Bmzzl Pursues Amazon’s Riches With a Project

On a Huge Scale Behttmg the Region’s Vastness

By NeiL ULMAN
Staff Reporier of Tor Wanl STrexr Journa,
SERRA dos CARAIJAS, Brazil—-Evening
brings a kind of peace to this ridge in the
Amazon jungie, but not silence.
- From across the two-mile-wide valley
- comes the roaring of monkeys. A pair of
macaws, their plumage muted in .the twi-
light, offer a single squawk as they flutier
. past among the 150-foot trees. Battalions of
insects chirp and whir in the plateau rain
forest.

. The dreamiike setting somehow seems

appropriate for the $69 billion development
project, doubtless the world's largest, which
centers on the huge iron mine being scooped
from the red earth beneath-these rolling
hills of green.

This is.the Programa Grande Carajas,
the Brazilian government's plan to bring
electricity, transport, agricuiture, industry
and people to 160,000 mostly jungle-covered
square miles of the Eastern Amazon. It is an
area larger than California.

High Stakes

- Government ministers say Carajas is of
the highest importance to Brazil’s future.
The project is supposed to develop exports
that will help pay off Brazil's towering ex-
ternal debt of nearly $80 billion. It is sup-
posed to develop agriculture to help feed a
population growing by three million a year.
It is supposed to open up land for settlement
by the masses who crowd the big-city slums
and lengthen the umemployment rolis.

Carajas isn’t the first Amazonian devel-
opment dream, only the biggest. Henry Ford
tried Fordlandia in the 1920s, and shipping
magnate Daniel K. Ludwig struggled for a
decade with his Jari Project before giving
* up last year. But where the American mo-
guls failed, the Brazilians are convinced
they will succeed.

Foreign bankers have already backed
that judgment with $1.7 billion in financing,
and there is more to come, “‘Carajas is the
first project that shows a real chance for
success,” says Olavo Setubal, the president
of Banco Itau, Brazil's second-largest pri-
vate bank, which is financing some Carajas-
related projects.

Thete are, of course, skeptics and critics.
With the world in recession, export markets
for the projected iron-ore production are
weak. Agricultural colonization is costly and
difficult. Land tenure is politically touchy.
Environmentalists warn that clearing the
jungle could bring ecological disaster:

Bald Hilis

The origins of Carajas go back to the late
1960s, when a geologist set his helicopter
down on one of a series of bare patches in
these jungle hills. The world's largest con-
centration of high-grade iron ore, estimated
at 18 billion tons, 66% pure, twrned out to be
responsible for the bald spots. Plans to €x-

" ... ploit the find were 1aid by 2 joint venture of

U.S. Steel Corp. and the Brazilian govern-

. ment-controlled mining: company, Cia. Vale
do Rio Doce, or CVRD. The partnership
broke up in 1977 when U.S. Steel sold out its
‘share, unable to agree on the course of de-
velopment.

CVRD has since pressed ahead on its own
within the framework of Grande Cdrajas,
which is being overseen by a committee of
the Brazilian cabinet under Antonio Delfim
Neto, the planning minister and economic
czar. Initial exploitation of the iron-ore de-
posit has begun. A pilot plant for ‘ore treat-
ment has been finished, and the full-scale
treatment plant is being built. A 550-mile
railroad is under construction from the mine
here to the old coastal town of San Luiz,
Maranhao. There, CVRD also is building an
ore-loading terminal and port for ships of up
to 280,000 toms.

At Tucurui, 150 miles from here on the
Tocantins River, an eight-million-kilowatt
hydroelectric dam-is also under construc-
“tion. It will provide electricity for the mine

.-and nearby development area..
Weak Market

Plans call for iron-ore shipments to start
at 15 million tons in 1985 and grow to 35 mil-
_lion tons a year by 1987, They are supposed
to generate some $20 billion in foreign ex-
change over the mine’s first 10 years of op-
eration. CVRD says it has already signed
contracts with customers in Europe, Japan,
South Korea and Taiwan for 26 million tons
. of ore a year at prices to be determined an-
“nually, based on the world market. That,
- however, is 3 big variable. Steel production
~and iron-ore demand currently are severely
-depressed. *“To reach Delfim's export pro-
jections for Carajas, the world can't be in
_recession,” says Mr. Setubal, the banker.

The Brazilian government is counting on

- & major upswing in iron-ore demand, a hope

" that has some basis. A World Bank report
"says of iron ore that “‘there is a reasonable
" expectation that the market will be in equi-
“librium and possible deficit by the time
Carajas comes on stream in 1985-1988,” Wal-
ter F. Carter, the director of the steel ser-
vice at Data Resources Inc., the Cambridge,
Mass., economic consultants, also expects a
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recovery.

The World Bank has backed its judgment
with a $304 million loan signed in August.
Other foreign ienders include the Japanese
government and private institutions, the
Common Market, European banks and an
international syndicate led by Morgan Guar-
anty Trust Co. ‘

All that is just for the $4.5 billion iron-
mining project. It is 3 piddling enterprise
compared with the grandiose sweep of the
whole programa.

First, there are other ores to be ‘devel-
oped in the Serra dos Carajas—rich depos-
its, says CVRD, of manganese, copper,
bauxite, nickel and gold. Some 25,000 garim-
pieros, or prospectors, already have
scratched 14,000 kilos of gold by hand from
an open_pit at nearby Serra Pelada.

Seven more hydroelectric dams are
planned up the Tocantins and its tributaries,
at Santa Isabel, Couto Magalhaes, Santo An-
tonio, Caroling, Porto Nacional, Peixe and
Sao Felix. The Tocantins is to be made navi-
gable at least to Maraba, 700 miles from the
ocean, and possibly farther. Along the wa-
terways and railway a number of agricul-
tural and industrial centers are planned.

Tax Rebates

.Except for setting the overall rules, how-
ever, the Brazilian government wants no
further involvement. “After CVRD and Tu-
curui, our idea is to have minimum state in-
tervention to try to teach the people to be-
lieve in the market. We grant the incentives,
but the risk is the entrepreneurs’,’” says an
official of the Carajas planning secretar-
iat.

To this end, the government gives in-
come-tax rebates to contractors on the ini-

tial -Carajas projects provided they invest

the rebates in further development. For ex-
ample, the government would like investors
to build pig-iron smelters along the railway
and waterways.

There are alse plans to induce private
contractors to open up agricultural areas
along the transport routes, subdividing land
and selling it to farmers. These home-
steaders are expected to grow rice, corn,

beans, manioc, sugar cane and othér staples-

for local consumption and export. One such

‘project is under way at Tucuma, near $ao

Felix do Chingu, an-area of good soil.
Creating- such farms will go. slowly,
Banco Itau’s Mr. Setubal cautions. *“Tucurui

(dam) is a.tremendous achievenient,” he i

says. “'But to colonize, even along the rail-

road, is very difficult. It requires transport,

and the investment for that is much higher
than for the mine. I don’t see the resources
available.” Moreover, he adds, “There’s no
local consumption, and it could be expensive
to get the produce to market. Also, tropical
agriculture needs fertilizer.”

Title Questions

Where land is concerned in Brazil, own-
ership is often as thorny a problem as ara-
bility. CVRD has started an experimental
farm here in the Serra dos Carajas that has
produced good crops of corn and beans, a
.spokesman says, “but we don't push it be-
cause we don't want to atiract squatters.”
As a government official explains, “If you
make a railway, people.come in and try to
squat on the land alongside it. It’s a very
difficult problem,”

In a dispute between the Brazilian gov-
ernment and the left-leaning Catholic
church, two French priests have been jailed
in Belem over the land question. They were
convicted by a military court of having in-
cited squatters to resist eviction. One man
died and some police were injured in the en-
suing fracas. Predictably, some members of
the church’s Land Committee take a jaun-
diced view of Carajas.

“The problem with Carajas is that it
takes the 'big project’ approach to develop-
ment,” says Matheus Otterloo, a 46-year-old
former priest in Belem who is active in the
Land Committee. “What’s needed here is
agrarian reform and attention to small
farms, But with Carajas, 1 think that's im-
possible.”’

One who develops land in the Carajas re-
gion risks more battles with squatters. “It's
a very old problem; it goes back 400 years”
to the original land grants of the Portuguese
crown, says a government official. But he is
confident the squatters can be persuaded
*“to either take other land or accept regular

-

tltles" under a government program to set-
tle ownership of the land once and for all.
Many who take little interest in the poli-

! tics of Carajas worry about its environmen-

tal effects. The government wants investors

-setting up those smelters and other indus-

trial projects, for example, to fuel them with
charcoal made by stripping and burning jun-
gle forests.

“Using that wood alone you could proba-
bly produce electricity cheaper than build-
ing the dam,” says a government official.
He cites estimates of enough wood in the
forest to produce charcoal for 17,000 years

or to replace 120,000 barrels a day of oil im- |!

ports for 3,500 years.

Such talk horrifies ecologists, who worry
that clearing the vast Amazon jungle could
create a climatic disaster. Only a part of the
Jungle soil is good enough to regenerate tim-

ber and vegetation. Much of the rest of the |

soll, where the jungle feeds off its own de-

¢ay, is poor. Once the cover is removed |

from such areas, it is unlikely to grow
back.

Banco Itau, trying to promote respon51ble '

development and thus head off environmen-

‘talist reaction, has published scientific stud-

ies sounding ecological alarms. It cites
warnings that indiscriminate clearing of the
jungle could lead to erosion, increasingly
lengthy droughts and eventual transforma-
tion of the jungle into arid steppes. The re-

sult could be flooding of the Amazon and cli- |
matic changes for “large areas of South

America,” the studies warn.

Banco Itau is calling for a “comprehen- |
sive research program” to determine the |

best methods of Amazonian forestry. CVRD
says it has already begun such studies and

is developing plans for reforestation and |

management where needed.




