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Summary

The Initiative for the Regional Integration of Sle#tmerican Infrastructure (IIRSA)
provides both an opportunity and a challenge ferReruvian academic community to
engage in a crucial national debate. IIRSA casigsificant environmental and social
risks while not providing for the institutional gty badly needed for their
management; its economic benefits for regional kbgweent are uncertain and its
planning uncoordinate@onstructive academic engagement could help préiREA

from becoming a lost opportunity for inclusive austainable economic development in
Peru.

What is IIRSA?

The Initiative for the Regional Integration of Sle#tmerican Infrastructure (IIRSA) is a
continent-wide strategy that prioritizes and maei$i funding for projects contributing to
“the development of transport, energy and telecomoations infrastructure from a
regional viewpoint, aimed at the physical integrmatof the twelve South American
countries and the achievement of an equitable astimnable territorial development
pattern.® Organized, coordinated, and funded largely byinkter-American
Development Bank (IDB), the Andean Development Goaipon (CAF) and other
international and regional multilateral lender®3A has a portfolio of 335 projects
totaling investments of over US $37 billibfrlagship projects include the extensive
Hidrovia Paraguay-Parand, the Rio Madeira hydrtridegnd transportation megaproject
in Brazil, and the Southern Inter-oceanic Highwayween Peru and Brazil.

Peru’s main IIRSA corridors are three trans-Amalzighways and waterways that link
Brazil's industrial and agricultural sectors withdic ports® Construction is ongoing on
projects within all three trans-Amazonian corrig@aihough not all have been given in
concession. Other projects are still in concepttades. There is also a north-south
Andean corridor, still primarily in planning stagés total, there are 78 IIRSA projects in
Peru with an expected investment cost of $6.70illi

Hub Selected Major Projects Projected Cost
Peru-Bolivia-Brasil Hub Southern Inter-oceanic Higly $892 million
Sections:

San Juan de Marcona — Urcos
Urcos — Inambari

Inambari — Ifapari

Inambari — Azangaro

Matarani — Azangaro and llo-Juliaca

Port of Matarani $18 million
Port of Illo $87 million
Northern Amazonian Port of Paita $80 million

Multimodal Hub Northern Amazon Highway $210 million




Hidrovia Huallaga — Marafion $34 million
Port of Yurimaguas $6.5 million
Port of Iquitos $15 million
Central Amazonian Ports of Callao $215 million
Multimodal Hub Central Amazon Highway $120 million
Hidrovia Ucayali $20 million
Port of Pucallpa $12 million
Pucallpa — Cruzeiro do Sul Highway $247 million
Andean Hub Belaunde Highway (Tarapoto — Tingo Maria | $30 million
Juliaca — Puno — Desaguadero Highway $33 million

IIRSA can be understood as a response to the fadkrastructure investment during the
1980s and 1990s, seen by International Financitiions (IFIs) and many
development economists as a major impediment tathrand competitivene$s.
Infrastructure investment in support of regionaégration is critical to the model of
“New Regionalism” as outlined by former IDB presid&nrique Iglesiad At the same
time, with its capital intensive projects, IRSAadssolution to excess liquidity within the
MDBs, and bank officials have admitted that ligtydioncerns motivate their
involvement’ Brazil's geopolitical aspirations to become a \da@tonomic and political
power and a regional hegemon may contribute tiuitding and promotion of IIRSA.

A Risk for Sustainable Development

Though its stated goal is an “equitable and suatdénterritorial development pattern,”
IIRSA may become a lost opportunity to use infrastinre development to spur processes
of inclusion, poverty alleviation, decentralizatiand sustainable regional development.
Despite the obvious economic importance of impro\Reru’s infrastructure, such
projects are likely to negatively impact the enmireent and vulnerable social sectors if
adequate legal and governance institutions arputah place, and if adequate
knowledge is not first generated for their desigegional economic development is
more likely to be successful if projects are ptipeid and designed to integrate with and
support regional development plans. In this waSIA runs the risk of replicating the
developgment failures that have characterized mateynationally financed mega-
projects:.

Social and Environmental Impacts

All three of IIRSA’s Peru corridors pass througHdigenous territories and areas of
sensitive biodiverse ecosystems. Moreover, thesesare characterized by minimal state
presence and weak public institutions, and — inyn@ses — by significant social
conflict. Direct impacts involve displacement andial disruption in communities,
erosion, deforestation, pollution, and potentighgficant changes to the hydrology of
rivers and floodplain ecosystems. Indirectly, IIRS8orridors are likely to facilitate
logging, mining, and other extractive activitiesgeurage migration, the expansion of
the agricultural frontier, and large-scale agrigrdt operations (agrofuels development);
and likely result in more conflict over territorpéresources between colonists and
indigenous peoples. These conflicts include viotamtfrontations between illegal
loggers and indigenous peoples in voluntary isotatFinally, the projects will contribute
to rapid growth in jungle cities, without fundingcal and environmental mitigation, or



helping cities generate the fiscal and administeatiapability to plan for and provide the
basic services requiréd.

In the case of the proposed Pucallpa — CruzeirSuaoad, which will bisect the
remaining intact ecological corridor connecting tioethern and southern Peruvian
Amazon, the highway will pass through the Sierdaldeisor Reserved Zone and the
Isconahua Territorial Reserve (for indigenous pesjh voluntary isolation) or their
buffer zones, bisect Brazil’s Sierra do Divisor idaal Park, and open largely wild
portions of the Amazon to logging, mining, agricuétl and cattle-raising activities. The
Southern Inter-oceanic Highway and the Central Aomadighway projects are likely to
facilitate migration-driven population growth, whibas increased with transportation
improvements in the early 2008sSince the start of construction of the Southetarn
oceanic Highway, there has been a boom in artegafimining in Madre de Dios and
80% of the “reforestation” concessions grantedMRENA -many of which are in
unlogged forests- are in Madre de DtbFhe buffer zones and reserves of Manu and
Tambopata are also likely to be impacted by in@gas logging, mining, and road
building.

No Support to Weak Institutions

The regions that will be most affected are thogé e weakest track record of and
capacity for environmental governance. An estima@& and 88% of the lumber in
Ucayali and Loreto, respectively, is illedaINRENA is insufficiently staffed and
funded to effectively control this logging, withp@rts of deadly violence from illegal
loggers not uncommon. INRENA'’s concessioning amddt management practices
themselves are questionEdlhese areas have either no or incomplete systétasd
zoning and management, untitled indigenous comnasniand title conflicts, resource
extraction concessions that are superimposed ageindus reserves and natural
protected area$.The Region of Ucayali's Ecological and Economimifig process is
only 10% completé®

The Northern and Central Amazon [IRSA corridorsndbinclude programs or financing
to assist national, regional and local governmantsanaging in-migration and urban
growth, increased demand for additional serviced,gxeater resource extraction

activity. The Southern Inter-oceanic Highway’s $tillion CAF/INRENA social and
environmental mitigation fund is substantially untiended (representing less than 2% of
costs), short-term in its focus, non-participatiorjts design, and lacks directichlIRSA

is building infrastructure first, before addressingtitutional arrangements, in a context
of weak existing institutions. This infrastructumeates new economic incentives, formal
and informal, for activities which generate sub8tdenvironmental risk. This in turn
makes it harder to build institutions for envirormited and social governance.

Corruption and Minimal Civil Society Participation

The environmental impact study (EIS) process iuBdransport sector is one of the
country’s least rigorous. Its EISs do not addregsortant indirect impacts, something
the MTC explicitly recognized but has not addressadly the Northern Amazonian
Highway has a strategic environmental assesste@pportunities for organized civil



society to participate in IIRSA at the national amigrnational level have been minimal,
while at the project level, participatory workshdys/e been conducted as part of the EIS
process. However, these workshops take place wifhraar information sharing and are
criticized as being informative rather than pap@tory; there is little transparency
regarding project documents; and the fact thaiggtsjare concessioned before the final
EIS consultations limits public voicRecently, a civil society coalition was refused
participation in the multisectoral commission refiag IRSA® In the Amazonas Centro
project, a massive road wash-out in February 20@¢weft Pucallpa isolated may be
due to poor construction by a private contractoegularities have been reported in the
contracting process of both the Southern Inter-oicgdighway and Northern

Amazonian Highway?®

7 ! i e : e
Road failure along a section of the soon-to-be coegsioned Central Amazon Highway, part of IRSA.
Photo courtesy of the Ucayali Chamber of Commercd,ourism and Industry. February 10, 2007

Will IIRSA be another lost opportunity for inclusignd sustainable economic
development?

IIRSA explicitly focuses on linking the continentisibs of economic activity with one
another to promote trade between them and intermatmarkets. It is less clear a
strategy intended for sub-national or local develept, creating the risk that Peru will
become a primary resource supply zone and a tgrofdrans-shipment. In some cases,
such as the paving of the Tingo Maria — Pucallgal rthe project provides a prerequisite
for local development (easier access to markets)uboning this into development is
likely to require better economic organization ag@noducers, value adding processing
of raw materials, and sustainable management afalaesources. Without policies and
programs to support local producers, capital-intenagriculture (particularly agrofuels)
enabled by the highway will likely push local agiicralists farther into the jungle. At



the same time, it facilitates access to a variétaw natural resources, including timber,
oil, gas, and gold, while not investing in valueled processing.

The disconnect between IIRSA and regional developnseunderlined by its lack of
strategic economic planning. Both the Southermriateanic Highway and the Central
Amazon Highway were not evaluated by the Nationyat&n of Public Investment
(SNIP), a mechanism to ensure that public fundsvatespent. There is no coordinated
national development planning in Peru (as in Chideexample), and little institutional
coordination between regional and local governmel@gelopment plans and IIRSA at
the national and international lev8IRegional governments are placed in the position of
responding and adapting to the centrally-determingestructure designs and
concessions.

Moreover, it does not appear that realistic modetihmarket demand underlies the
selection of IIRSA projects or in feasibility stedi The Southern Inter-oceanic Highway
was promoted to serve Brazilian soybean exportspnly after the project was
concessioned and construction started did it bectleae that the route is uncompetitive
for soybean$’ It is unclear exactly what the corridors will tsmort, or if this flux will
make them economically feasible. Phosphate fromaRind Amazonian timber will
probably go to Brazil, but no studies are availdb& show that large volumes of
materials or goods will move along the routes. Bpshin recognition of this deficiency, a
CAF grant to the Peru Chamber of Commerce is nawluing the national business
community in identifying ongoing and potential puation along the IIRSA corridors,
with the objective of identifying complementaritiith the production of other Latin
American countries.

The Need for Research and Policy-Relevant Analysis

Within Peru there is a substantial lack of inforimiat analysis and discussion about the
economic purpose and social and environmental itepEdIRSA projects. It is the most
significant infrastructure initiative Peru has urtdken in decades, and it will spur
significant changes across the country. Yet IR®4 generated little response from
Peru’s academic community, attention in the pressinimal, and attempts by civil
society to be involved have been roundly rejectethb government so far.

The relationship between institutions and econateielopment has become perhaps the
most fruitful and important area of inquiry in teecial sciences concerned with
development. This is a relationship to which adlaiplines can contribute in ways that
speak to larger societal questions and their owaiglinary core at the same time. The
disjuncture between the attention paid to econaeielopment and that paid to
governance arrangements within IIRSA make [IRSAraarkable terrain on which to
consider this relationship — one that has the (istieio be both explosive both
intellectually and in policy terms. Yet IIRSA hiasgely fallen on deaf ears in Peru for
reasons we don't really understand. Is it thatritedlectual community in Peru is
unaware of IIRSA; is it that IRSA seems too bigimitiative to tackle? Or perhaps that
good research might step on some very big toefiterBiay, this is a fast-closing

window of opportunity for the social sciences imdP® show their relevance to questions



of the highest societal order. There are many wayghich research could still make a
difference. But will the lost ground be recovereddoe it is too late?

! For official information about IIRSA, seeww.iirsa.org for a civil society review of the

initiative, seevww.biceca.org

2 Other supporting institutions include the Finahé&und for the Development of the River Plate
Basin (FONPLATA), the International Bank for Rectastion and Development (IBRD), and the
Brazilian National Development Bank (BNDES). Dears within IRSA are taken within a steering
committee or technical groups composed of varieusl$ of officials and experts from member
governments and the BID, CAF, and FONPLATA.

3 In addition to the Inter-oceanic Highway, whianaects the southern coast with Rio Branco, in
Acre, Brazil, the Amazonas Centro corridor connéatsa with Manaus (via Pucallpa and Iquitos), atmel t
IIRSA Norte corridor connects Paita with Manaus(Yurimaguas and Iquitos). In total there are four
IIRSA Hubs in Peru: the Andean, Amazon, Peru-BfBpilivia, and Central Inter-oceanic hubs.

4 Economists such former World Bank Chief Economisteph E. Stiglitz, critical of MDB lending
practices during the 80s and 90s, have emphagieechportance of reemphasizing public sector
infrastructure investment. See alsitp://www.iadb.org/res/publications/pubfiles/puBBO2E_1805.pdfor
an IDB statement on the significance of infrastnoet or the World Bank’s 2004 Infrastructure Action
Plan,http://www.worldbank.org/infrastructure/files/IngauctureActionPlan.pdf

s Iglesias, Enrique, “Twelve Lessons from Five DEaof Regional Integration in Latin America
and the Caribbean,” p. 2-4, Inter-American Deveiept Bank.
http://www.iadb.org/INT/Trade/1_english/2_WhatWeDotuments/c_OtherPubs/Speeches/e_talk%20poi
nts%20intal%2035%20years%20Eng. pdf

6 Seehttp://www.biceca.org/en/Page.About.lIRSA.asfADB President Enrique Iglesias made
this statement in public at the Fifth Annual IDB#il Society Meeting, Panama, February 20-21, 2005
is reinforced by comments made by IFI officialdhet Social Summit for the Integration of the Pesjite
December of 2006, in Cochabamba, Bolivia, thatfli& CAF, FONPLATA, BNDES, and lending
institutions were heavily competing with each otteebe lenders on IIRSA projects.

! See, for example, Burges, Sean W. Bounded by #¢aditiR of Trade: Practical Limits to a South
American Region. Cambridge Review of Internatiofffihirs. Volume 18, Number 3 / October 2005: 437
— 454, Brazil is among the major initiators of tHRSA plan; see van Dijck, Pitou and Simon den iHaa
“Troublesome Construction: IRSA and Public-PrivRi&@tnerships in Road Infrastructure.” Centre for
Lat|n American Studies and Documentation, Amsterdaotober 2006. p. 78.

Some of the most notorious cases have been ediinthe World Bank Resettlement Review
(World Bank, Environment Departmentegettlement and Development: The Bankwide Reviewnwofcts
involving Involuntary ResettlemeWashington, D.C., 8 April 1994.). In Latin Amesi Brazil's
Polonoroeste project is often cited (Lutzenberdese. 1985. The World Bank's Polonoroeste profect:
social and environmental catastrophe. Ecologigtli®): 69-72.); the Itaipu Dam in Paraguay, and the
Pangue hydroelectric dam project in Chile whichultesl in the withdrawal of the IFC (B.R. Johnstomla
T.Turner (1998)The Pehuenche, the World Bank Group and ENDESA\Adations of Human Rights in
the Pangue and Ralco Dam Projects on the BiobiefR®@hile.American Anthropological Association,
Committee for Human Rightbitp://www.aaas.org/spp/sfrl/per/perl3.htm
o Dr. Marc Dourojeanni’s recent report on the Seuthinter-oceanic Highway is perhaps the most
exhaustive examination of the project.

10 Pucallpa has grown on average 9.1% annually leeh@002 and 2005, which correlates with
major improvements in the Pucallpa — Tingo Mar&d;Author’s calculations.

The gold boom can also be attributed to an irseréa gold prices, but conservationists counter
that road improvements have facilitated accesgtandupply of mining process inputs. Luna Amancio,
Nelly, “El Inrena anulara concesiones de reforédteen Loreto,” El Comercio, May 16, 2007, p. al3.
http://www.elcomercioperu.com.pe/Edicionimpresa/H2007-05-16/ImEcNacional0723374.html
12 Memoria del | Foro Nacional sobre Tala llegalgn@rcio llegal de Maderas, Lima, 26 de marzo
de 2004. Mesa Nacional de Didlogo y Concertacidesial. p.18
http://www.fondoamericas.org.pe/ALMACEN%20NOTAS%RHAORMATIVAS%20-
%20DAR/BOLETIN%20DAR%20Nro%2023.doc




13 A comprehensive overview of INRENA's lack of cajta to address illegal logging is provided

by the notes from the CITES Standing Committegetoretation and implementation of the Convention,
Species trade and conservation issue: Bigleaf Mamot 55" meeting of the Standing Committee, June 2,
2007.
14 For example, see Necochea Flores, Carlos, “Hdgt&8 petroleros que se superponen a areas
protegidas,” December 12, 2006, EI Comercio.
http://www.elcomercioperu.com.pe/Edicionimpresa/H2006-12-12/ImEcNacional0631357.html#
5 Comments by the Ucayali Regional Government'sddpent of Natural Resources staff at the
Workshop for Information Exchange about IIRSA ahe €entral Amazon Hub, Pucallpa, Ucayali, Peru,
March 23, 2007.
16 Dourojeanni, Marc. June 2006. Estudio de cascesalcarretera Interoceanica en la amazonia
sur del Peruhttp://biceca.org/proxy/Document.135.as@vil society criticisms of the CAF/INRENA
program are documentedtdtp://www.biceca.org/es/Project.Overview.312.aspx

Naccarato, Paula, “COMENTARIOS, ‘Estudio de cssbre la Carretera Interoceanica en la
amazonia sur del Per(’ por Marc J. Durojeanni” R0@5.http://biceca.org/proxy/Document.167.aspx
18 Patron, Patricia, “Comision Multisectorial IIRS2er( Niega la Participacion de Organizaciones
de la Sociedad Civil en sus Reuniones,” April 202, BICECA web page,
http://biceca.org/es/Article.188.aspx See this WR&eb page for a description of the IIRSA National
Coordinator’s responsibilities:
http://www.iirsa.org/BancoConocimiento/F/fm_comotee®rganizada/fm_como_esta organizada ENG.as
p?Codldioma=ENG
19 According to interviews with the Ucayali ChamioéiCommerce and Ucayali Regional
Government in February 2007, they suspected faoltygtruction in the Puente Chino — Aguaytia section
of the Amazonas Centro project contributed to nomefailures of the road in early February 2007st&€0
la Cruz, Alejandra, “¢ Corrupcion en IIRSA?” Per( pieves 3 de mayo de 2007.
0 For example, there is no mention of IIRSA or hoviake advantage of it for local economic
development in Ucayali’s Plan Concertado de De#larrAccording to the Piura Chamber of Commerce,
in the regions transversed by the Northern Amazigiay, only Piura’s Plan Concertado de Desarrollo
considers IIRSA.
2 Personal interview with Otto Luna, Alpha ConsulA$ Promogest S A, Lima, Peru, February 9,
2007.




