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RECOMMENDATION OF THE INSPECTION PANEL 

Request for Inspection 
RONDONIA NATURAL RESOURCES MANAGEMENT PROJECT. (Loan No. 3444-BR) 

Below is (A) Background information, (B) a Process note, and (C) the Inspection Panel’s 
(“Panel”) recommendation on whether or not there should be an investigation 
(“Recommendation”) into allegations made in the above-referenced Request for Inspection 
(“Request”). Annex 1 contains the Request. 
Annex 2. 

A. Background 

1. 
a Request which alleged violations by 
Management of policies and procedures of 
the International Bank for Reconstruction 
and Development (“Bank”) in relation to the 
Rondonia Natural Resources Management 
Project (“PLANAFLORO”). Financing of 
US$167.0 million equivalent for 
PLANAFLORO was approved in March 
1992. Legal documents for this project were 
signed in September 1992, declared 
effective in January 1993, and 
disbursements began in June 1993. 

On June 16, 1995 the Panel received 

2. The Request, filed by twenty-four 
nongovernmental organizations (‘‘NGOs’’) 
claiming representation of groups of 
Rondonia residents, alleges that the Bank 
has failed to enforce various covenants 
under the Loan and Project Agreements 
which has resulted in direct and material 
adverse effects on intended project 
beneficiaries and residents of Rondonia. In 
this regard, the Requesters allege violations 
of the following Bank policies: 

I Loan Agreement between Federal Republic of 
Brazil and the Bank, September 19,1992 (Loan No 
3444-BR) and Project Agreement between the Bank 
and State of Rondonia, September 19, 1992. 
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3. 

Indigenous Peoples (OD 4.20) 
Forestry Policy (OP 4.36) 
Investment Lending: Identification to 
Board Presentation (BP 10.00) 
Accounting, Financial Reporting, and 
Auditing (OD 10.60) 
Project Monitoring and Evaluation (OD 
10.70) 
Procurement (OD 1 1 .OO) 
Wildlands Policy (OPN 1 1.02) 
Use of Consultants (OD 1 1.1 O) 
Project supervision (OD 13.05) 
Borrower Compliance with Audit 
Convenants (OD 13.1 O) 
Suspension of Disbursements (OD 
1 3.40) 
Involvement of NGOs in Bank- 
supported Activities (OD 14.70) 

Process 

On June 19,1995 the Panel notified 
the Executive Directors and Bank President 
of receipt of the Request (meaning 
“Registration” under the Panel’s Operating 
Procedures).’ On July 19, 1995 the Panel 
received Management’s reply to the 
Request. 

Set The Inspection Panel, Operating Proccdures (August 
1994) at paragraph 36. 
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4. At this stage the Panel must satisfj 
itself that Management has dealt with the 
subject matter of the Request (Resolution3 
paragraph 13). The subject matter of a 
Management response is restricted by the 
Resolution to “evidence that it has complied 
or intends to comply with the Bank’s 
relevant policies and procedures” 
(Paragraph 18). The Panel found that 
Management’s “response” did not deal with 
the subject matter of the Request. As with a 
previous Request, Management addressed 
the eligibility criteria of the Request, and set 
forth its own “judgment” concluding that the 
Request was not eligible.4 However, 
comments on the subject matter were 
provided for the Panel’s “information ” in 
Annex B.’ Avoiding a formalistic approach, 
the Panel has treated Annex B of 
Management’s reply as the required 
“Response” and is therefore satisfied that 
Management has dealt with the subject 
matter of the Request. 

5. 
a Management response is dictated by 
Paragraph 19 of the Resolution which 
mandates that “the Panel shall determine 
whether the Request meets the eligibility 
criteria set out in paragraphs 12 to 14 [of the 
Resolution] and shall make a 
recommendation to the Executive Directors 
as to whether the matter should be 
investigated.” Such determination is subject 
only to a final decision by the Executive 

The Panel’s function afrer receiving 

Resolution establishing the Panel: IBRD Resolution 3 

93-10, dated September 22, 1993 (hereinafter, 
“Resolution”). 

and its Annex A, both attached as Annex 2 to this 
recommendation. See also “Recommendation of the 
inspection Panel: Request for inspection: Tanzania: 
Power Vi Project (Credit No. 2489-TA). Augun IS, 1995 
(lNSP/SecM95-6), and the attached Management 
Response. 

See Management Response IO the Request for Inspection 

See Annex 2 to this Recommendation. 5 

Directors. It is not clear why Management 
suggests that the “Panel may wish to assess 
the eligibility of the Request.” 

6. In the Panel’s view, its preliminary 
conclusion on eligibility and assessment of 
the adequacy of Management’s reply could 
only be reached through an initial field 
study. The Panel considered information 
obtained during Mr. Alvaro Umaña 
Quesada’s review conducted in the project 
area from August 9- 12,1995. The 
Inspector consulted with the Government of 
Brazil, federal entities involved in 
PLANAFLORO, Rondonia State authorities 
and institutions,’ and people in the project 
area and their organizations. In accordance 
with paragraph 2 1 of the Resolution the 
Panel also consulted with the Bank 
Executive Director representing Brazil. 

C. Recommendation 

7. The recommendation below is based 
on the Panel’s preliminary assessment of the 
Request and takes into account the 
information provided by Federal and State 
authorities, the executing agencies, the 
Requesters and intended project 
beneficiaries, and Management. 

The Panel wishes to thank the Bank Executive Director 
for Brazil for arranging meetings in Brasilia, and Rondonia 
State and project authorities, local NGOs and the Bank 
department responsible for Brazil (LAI) for providing 
logistical suppon during the field visit. ’ Including, inter alia, at the Federal Level: the Secretary 
of the Secretariat of International Affairs (the Bank’s 
oficial contact in Brasilia); the President of MCRA 
(National Institute for Colonization and Agrarian Reform); 
the Federal Coordinator of PLANAFLORO; and, officials 
of FUNAI (National Indian Foundation); and at the State 
level: the Governor of the State of Rondonia, the Secretary 
of Planning, the Superintendent of INCRA, Rondonia; the 
General Coordinator of PLANAFLORO; and, the former 
Coordinator of PLANAFLORO who IS now a LJNDP 
consultant working on the project. 
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The Requesters 

8. During the field visit, the Inspector 
identified NGOs among the Requesters 
which represent parties or groups who may 
be directly and adversely affected by the 
alleged Bank actions or omissions. In 
addition, the Inspector interviewed a number 
of people -- including groups of rubber 
tappers and indigenous peoples represented 
by such organizations -- who claim to be 
directly affected by failures and delays in the 
execution, and omissions in supervision or 
monitoring of PLANAFLORO, for which 
they feel the Bank is responsible due to its 
failure to follow its own operational policies 
and procedures. 

9. 
eight local NGOs signing the Request, 
properly represent members who meet the 
eligibility criteria set out in paragraph 12 of 
the Resolution.. As intended beneficiaries 
of PLANAFLORO, their rights and interests 
may have been or are likely to be directly 
and adversely affected in a material way as a 
result of the alleged serious violations by the 
Bank of the relevant policies and 
procedures. 

The Panel is satisfied that at least 

Alleged Violations 

1 O .  Outside Scope. As stated in the 
Notice of Registration procurement matters 
(OD 1 1 .OO), including OD 1 1. i O which 
regulates the hiring of consultants, are 
outside the Panel’s mandate. 

i 1. The Panel acknowledges 
Management’s effort in providing extensive 
information and a fair and realistic 
assessment of most of the project’s 
difficulties and delays. Nevertheless, the 
Panel has concluded that such information is 
not adequate to obviate the need for an 
investigation. Even though Management 

has addressed the complaints, the Panel is 
not convinced that there has been full 
compliaIice with the relevant policies and 
procedures. It is also not convinced, in the 
instances where Management admits 
failures, that proposed remedial measures 
will be adequate for compliance with the 
relevant policies and procedures. It would 
be necessary to conduct an investigation in 
order to determine whether the allegations of 
serious violations of policy are well 
founded. 

12. 
to investigating the alleged failure of the 
Bank to follow its own policies and 
procedures, it cannot comment on actions 
which are the responsibility of other parties, 
such as the borrower or project executing 
entities. In this instance however, the Panel 
would like to record the fact that it is 
impressed with the Federal and State 
authorities’ and agencies’ renewed 
commitment to the objectives and execution 
of PLANAFLORO. This commitment was 
conveyed to the Inspector during his visit to 
Brazil and has been demonstrated through a 
number of recent actions aimed at removing 
some of the obstacles to the timely execution 
of PLANAFLORO and the achievement of 
its objectives. 

Since the Panel’s function is limited 

13. The recommendation for 
investigation represents the Panel’s 
preliminary conclusion that the Request is 
eligible for investigation. 

14. Based on the foregoing the Panel 
recommends that the Executive Directors 
authorize an investigation into the 
violalions of Bank policies and procedures 
alleged in the Request, except those noted 
in paragraph 9 above. 

Attachments 
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English Translation 

Tot  The Inspection Panel 
World Bank, 1818 "En Street, N.W. 
Washington, D.C. 20433, USA 

Dear Sirs: 

We, t h e  representat ives  of non-profit organizations of 
civil soc ie ty ,  including small fammrs, rubber-tappers and 
indigenour coamunities, together w i t h  envi ronmenta lh ts ,  
educators, researchers, supporters of popular movements and 
defenders of human rights,  would like to  take t h i s  opportunity 
to  solicit inspection by t h i s  Panel of t h e  aspects described 
below of t h e  Rondbnia Agricultural, Livestock and Plorestry 
Project (PLMoIpI;oRO)1 I n  t h i s  regard, WQ present  the  f o l l w h g  
p r e l h i n a r y  observations t 

1. With an init ial  bugget of us$228.9 mill ion,  including a 
USS167 mil l ion  loan from the  world ~ a n k  (Loan Number 3444-=), 
the  PUHAFLûRO projec t  intends t o  correct d s t a k s a  t h a t  occurred 
during t h e  implwœntation of its predecessor: t h e  Northm8t 
Braz i l  Integrated Development Program (POWNOROESTE). 

2. Financed by t h e  World Bank during t h e  1980s through var ious 
loans t o t a l l i n g  approximately US$SOO mill ion,  t h e  POLONOROESTE 
pro jec t  had as its p r inc ipa l  objective the  paving of a 1,500 ka 
s t r e t c h  of the ñR-364 highway, between t h e  c a p i t a l  cities of 
Cuiaba (Xato Grosso) and Porto Velho (Rond8nFa). I n  addi t ion,  
PoLcINDROESTE included vazious provisions for supporting small 
f-r sett lenients,  protect ion of t h e  environment and support 
for indigenous coipmunities. 

3. During the  1980s, POLONOROESTE becama i n t e rna t iona l ly  known 
as a r e s u l t  of ser ious  problems tha t  accompanied its 
implenientation, includingt i) a major increase in t h e  f l u x  of 
incoming migrants t o  t h e  state, ii) an alarming rise in 
defores ta t ion  rates and t h e  expansion of cattle pasture as the  
predcdnant  land use, iii) high rates of abandonnient among 
migrants settled in colonizat ion pro jec ts ,  and iv) invasions of 
indigenous a r e a n  and other consemation u n i t s ,  p r inc ipa l ly  by 
logging companies and land speculators. 

4. The basic objective of t h e  pLANAI;zoRo project is t o  promote 
a new laode1 of "sustainable  development" in t h e  State of 
Rondônia, through a series of initiatives for t h e  protect ion and 
management of na tu ra l  resources, such as: socio-economic and 
ecological zoning, p romt ion  of agroforestry systems, recovery 
of degraded lands,  environmental p ro tec t ion  and enforcement, 
c r ea t ion  and management of Extractive Reserves and other 

1 
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conservation uni t s ,  sustained f o r e s t  management, environniental 
education, and support t o  indigenous connminities. 

5.  The main intended bene f i c i a r i e s  of PUNAFLORO include s a 1  
f m r s ,  rubber-tappers, and indigenous commuaities. The rajar 
organizat ions represent ing these populatianr in Rond6nia are 
signatories of t h i s  document and pa r t i c ipan t s  t h e  mriu O f  
Afon-Governniental Organizations and Social Uovement8 of Rondbnia, 
headquartered in Porto Velho ( c a p i t a l  of Riondónia) - 2  The Lroruia 
waa created in 1991 w i t h  t h e  p r i n c i p a l  objectiva Of  
democratizing access t o  information and ensuring pa r t i c ipa t ion  
of organized c i v i l  soc i e ty  i n  t h e  d e f i n i t i o n  and monitoring of 
public policies. It also seeks t o  enhance t h e  cooperation and 
coordination of its members in joint activities. Since it w a ~  
created, one of t he  main activities of the Forum has been to 
monitor t h e  PLANAFLORO project .  

6. The loan agreement for PLANApLoRO was approved by the 
Executive Directors of t h e  World Bank i n  m c h  1992. The 
cont rac tua l  agreements (~oan Agreenient and Project Agreepent) 
Ware 8igned in September 1992 and became effective in January 
1993. The World Bank's d i sbur semnts  of funds for PLMAFLûRO 
were i n i t i a t e d  in June 1993. 

7 .  Notwithstanding the  importance of PwNAKoRO's general  
objectivas, the  ac tua l  implementation of t h e  p ro jec t ,  since t he  
f h 8 t  dbburseaenta by t h e  Bank in June 1993, has been hindered 
by a series of impediaientr. k w i l l  be shown, these problema 
have beem l a rge ly  caused by amisisions of t h e  World Bank, 
a88OCiated w i t h  f a i l u r e s  t o  enforce t h e  Contractual agreements 
of KANZLFLORO and to implenrent t h e  following operational 
policies and procedures of t h e  Bank: 

Project Supemision (OD 13.05) 
Forestry Policy (OP 4.36) 
Wildlands Pol icy (OP 11-02) 
Indigenous Peoples (OD 4.20) 
Involvenient of NGOs in Bank-Supported A c t i v i t i e s  
(OD 14.70) 
Project Honitoring and Evaluation (OD 10.70) 
Procurement (OD 11.00) 

Investment Lending: Iden t i f i ca t ion  to Board 
Presentat ion (BP 10.00) 
Suspension of Disburseapents (OD 13.40) 

U 8 e  Of C O M U l t a I l t S  (OD 11.10) 

80 Aa described in t h i s  document, the problema associateci with 
t h e  Bank's omissions and f a i l u r e s  t o  comply w i t h  its ani 
policies and procedures during the  preparat ion and initial 
execut ion of pLANApI;oRo have had adverse wets on the 
principal bene f i c i a r i e s  of the pro jec t  (small f-n, 
extractive populations and indigenous cammunities) as we11 as 

a XIP tu8 doo\awnt, thm n m  '?onm' i8 u m d  to refer to the '?arm of 
lon-Oov.rawn+rl ûrgani r r t ionr  and social ~ov.mintm of Rondonii'. 
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civi l  society in general ,  as a r e s u l t  of e n v i r o m n t a l  daprage to 
ecosystems of inestimable value.3 

9. This docunrent has been organized according to t h e  principai 
th-r re levant  t o  t h e  implementation of PIANAFLORO, including 
the f o l l w h l g  Chapters: i) Public Policy and I n s t i t u t i o n a l  
Reforms in PLMIAFLOROt I n i t i a l  Considerations, U.) Land Tenure 
Policy, Ui) Zoning and State Conservation Units, fv) 
Environmental Licensing and Protection, v) InvestPPent 
Prograis/Xedia Program, v i )  Support t o  Indigenous Caaaaunftbs, 
V u )  Project Administration and v i i i )  Conclusbns.  

I n  chapters I1 through VII, the  text includes the follcwhg 
rectionm L 

- 

. d w  P-O, according to officikl 
project documents (staff Appraisal Report,' Project 
Agreement, Loan Agreement) ; 

of DciviatYtQls, describing instances of the l ack  
of . implementation of PLANA FLORO'^ cont rac tua l  agreemeats 
and/or t h e  setctoral policies of the World Bank; 

t o  through initiatives of 
non-governaiental organizations (NGOs) and/or leaders of 
papular movements, general ly  through documents s en t  t o  t h e  
World Bank; 

failure t o  undertake cor rec t ive  measures to resolve t h e  
problems described; 

*ad?mxaL- s, in t e m  of t h e i r  
r ights and/or i n t e r e s t s ,  r e s u l t i n g  from t h e  Bank's f a i l u r e  
to adopt corrective maasures. 

. e World B W ,  referring t o  the  Bank's 

~ 

Regudiag thm- collective interomti of iociety i n  rmlation to 
--til Wality,  it i 8  worth noting that Article 225 of c h a w  
(In*itoaaunt) of the Brazilian íbnititution detuminei: 

JUl h8ve tbe right to an envirommnt ia  ocological quilibriuiii, a 
CQIIYIzI good of the pwple tlmt ii e i i ea t la l  to a healtby gu8lity of 
life; i t  li incumbent upon tJ~e Government and Eollrctfw.oefrtu to 
ammume M e  duty of its defeme and protection for present and f u t u r e  
generations (v 
The 8- ut ic l e  i n  the Brazilian Constitution a l i o  mentionis 

The Brazilian Anuson Forest, the Atlantic ? O n 8 t #  the s u r a  do nu# 
tbe Puitmal of Hato Oroimo and the Coaital Zone are a natdori.1 
h f t a g e ,  and M d r  uti l izat ion w i l l  take place, i n  the fona of the 
law, under condttioni tbat ..BU- the preiervation of tàe 
environment, including i n  +he u m  of natural reiourcea. 

4 8t8ff Appralwal Report, Brazi l#  Rondonia Natural Re8ource~ U.nagœnent 
P r o j e t ,  Rmport NO. 8073-m, February 27, 1992, The World Bank, A g r i c u l t u r e  
Qmrationi Dioiiion, Countq ü e p m t  I ,  Latin Amuica and Caribbean 
Region, Waihington, D.C. 
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Attached as annexes are various letters from NGOs and 
leaders of popular mwiéuruents that exemplify attempts to  inform 
t h e  World Bank about t he  problem8 iden t i f i ed ,  a long w i t h  other 
re levant  docunrants. A t  various poin ts ,  reference is made to  t h e  
f h s t  report of the  Independent Evaluation Comdttee (IEC), an 
official  body of PLANAFLORO t h a t  included NGO representat ives .  

10. From t h i s  analysis ,  we conclude t h a t  during a long period 
of preparation and i n i t i a l  implenrantation of PLA#AElrORO, t h e  
World Bank was negligent in its fu l f i l lmen t  of t h e  con t r ac tua l  
agreemants for PLANAFLXIRQ and i t 8  own operational dkectives and 
procedures. The Bank only assumed a firmer a t t i t u d e  when 
pressured by public opinion, following' receipt of a letter from 
t h e  Rondbnia NGO Forum dated June 15, 1994, addressed t o  the 
President  and Executive Directors of t he  Bank (ANNEX 3.D). 

11. We believe t h a t  t h e  omissions of t h e  World Bank i d e n t i f i e d  
in t h i s  document should be inves t iga ted  by t h i s  Pznel as soon as 
possible, rather than be lef t  for an "ex-post" evaïuat ion of the  
p ro jec t ,  since t h e  lessons from a study of t h i s  nature  can 
s e m  to bo th  resolve problems tha t  persist in the 
implementation of PIANA€ZORO and prevent similar problems from 
occurr ing w i t h i n  other World Bank s~pported projects .  
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I .  Publia Policiam and Inmtitutionaï Roforinr  h 
PLliXWLûRO: Initial Conmiderationm 

According t o  the World Bank's staff appraisal report, one 
of t h e  pr inc ipa l  objectives of PLIUsLFLtORû ia to: 

i n s t i t u t e  a series of changes in policies, regulatioru and 
public and p r i v a t e  investment prograau, in order to crmate 
a coherent bas0 of incentives for the austabable 
development of Rondônia (IRiW 1992~01) .  

W i t h  t h i s  purpose, t he  cont rac tua l  agreenœnts of PLANUZüIRD 
a n t i c i p a t e  the implementation of an i n s t i t u t i o n a l  reform 
program, aimed a t  ensuring the  compat ib i l i ty  of federai and 
S t a t e  policies and investmsnt programs w i t h  the guidelineci of 
t h e  socio-economic and ecological  zoning and t h e  principles of 
airstainable resource management (Section 3.04, Loan w e t :  
Section 2.14, Project Agreement). - 

According t o  t h e  staff appra isa l  report (IBRD 1992t46), tbe 
i n s t i t u t i o n a l  reform program in Rondônh should include amng 
its measures: 

a) the  i n s t i t u t i o n a l i z a t i o n  of the state zoning plan; 

b) the e l h i n a t i o n  of defores ta t ion  a# a c r i t e r i o n  for 
obtaining land title, a~ w e l l  ad the  adoption of s u i t a b l e  land 
t enure  regular iza t ion  prac t ices  amî policiem: and the 
atnactur ing of ITeRôH t o  develop anä admini8ter state land 
t enure  pol icy in accordance w i t h  t h e  z0-g l e g i s l a t b n ;  

c) the  el iminat ion of economic and fiscal incent iver  whkh 
encourage t h e  i n e f f i c i e n t  use of na tu ra l  remources, non- 
SuStainabl8 private ' investment and env i ronmnta l  degradation: 

d)  t h e  rev is ion  of the  inveitnœnt programs of state and 
federal agencies; in order to bring land-use capacities and 
other environniental c o n c e r n  into considerat ion,  and to  make the 
socio-economic and ecologica l  zoning t h e  basis for all  fature 
goveniipent investment decis ions in t h e  State of R6nd6nia. 

During negot ia t ions for the World Bank'r loan for 
PïANMZûRû, the F'ederal Governaœnt and t h e  State of Nonbbnia 
ensured tha t  above reforma would be irqplepaanted during the 
inplementation of the program; anä that by September 30 of each 
year, the  state would submit any modifications foreseen i n  t h e  
following year ' s  investment programs t o  the  world Bank for 
ana lys i s  and comnentary (Section 2.14, Project Agrmnœnt; 
Sec t ion  3.04, Loan Agreement). 

In recent  years ,  t h e  Governmnt of Rondônia has taken a- 
initiatives to  i n s t i t u t i o n a l i z e  the statet's socio-econopiic and 
ecological zoning, i n i t i a l l y  through S t a t e  Decree 3.782 of June 

I 



19, 1988 anä subsequently through Compleipentruy Law no. 52 of 

However, a8 will be damonstrateci, the  above-described 
program of institutional reforma war never implemented i n  the 
ranner mtipulated in the contractual agreement. of PLAHAIPLORC). 
Thb fact ia due, i n  large part, to the Bank’s unwillingnesr to 
enforce coapplianCe of governinental agencies with the contractual 
agreemen- of the program. 

20, 1991.’ 



IIm Land Taaure Policy 

2.1 Act- in 

According t o  Section 2.12 (a) of t h e  Project Agreenœnt and 
S e c t i o n  6.01 (b) of t h e  ~oan AgreeiPent, one of the condi t ions 
for effect iveness  of t h e  World Bank's loan for  PLANAFLORO Was 
t h e  signing of an agreenient between mCRA ( N a t i o n a l  I n s t i t u t e  
for Colonization and Land Refonn) and the Government of Rand8nia 
that would establish "land tenure regular iza t ion  policies and 
prac t ices  t o  be observed in the State, which shall be cons i s t en t  
with the objectives of sound forert protection and manag-nt, 
on terms and condi t ions s a t i s f a c t o r y  t o  t h e  Bank." 

In the staff appraisal report for PLAHAPLCIRO, it was 
acrsertedthat ïNCRA should suspend plana for the c rea t ion  of new 
se t t l -n t  p ro j ec t s  in inappropriate areas,  ensure that its 
agrar ian  refoxm program in zone 01  favors land-use patt- 
appropriate f o r  sustainable ag r i cu l tu re ,  and support the 
Governien t  of Rond8nia i n  the establishment of Extractive 
Resenres and in other critical land-related activities (i- 
1992: 48-49). ' 

. .  2.2 m e  of 

k described below, t h e  most s i g n i f i c a n t  proviSioIu Of 
IrLAWLPZORO's cont rac tua l  agreements related t o  the land +enure 
policiOa and i n s t i t u t i o n a l  r o l e  of nX!xa have not yet been 
iipalepented. I 

& + h e 1  ion for 

To date, t h e  only docuœnts signed by INCRA and t h e  
Goverrrpent of Roridônia have been a "Protocol of Intention." 
June 1991 and a "Ternis of Agreenient" in Novempber 1992, instead 
of a legally-binding "convênio". Aimong other def ic ienc ies ,  the  
'Terms of Agreenient" fails to address t h e  conpatibi.ïization of 
land regular iza t ion  activities w i t h  directives regarding the 
state zoning plan and t h e  sus ta inable  management of natural 
resourc88, as required in t h e  P-ORO loan agreeoent8. 

neanwhih, ILJcRA'i land tenure policies in a c t i v i t i e s  of 
land expropriation, c rea t ion  of sett i-nt  projects anâ land 
t enure  regular iza t ion  have demonstrated major incampatibilities 

t of 

v e t  igned . 

' uaarding to th. .ta+. ïegimlation on tbr mocio-roonoricr anä mo~agiuAï 
zonhg, row O1 00*.t8 a p p r o ~ t e l y  6,195,000 haaturn. fo umu of ínunu 
OcCUP.tion, mainly along thm BlL-364 highwiy i n  contra1 -a, winre 
offiuial uoloaization proja~tm mâ o t h r  fori. of mettllirrit u. 
aow8atrateâ. In + h i m  soso, mumtainable agriaulture should k pramtad in 
wilm of d m  to high agricultural pot8ati.1, band on intucragping of 
parumia1 crop. rid qroforomtry ~ymtrai. i n  ~rrnam of lw agriuultural 
potmntial, nau mettl.rratm mhould not k pumittmd, with mp.ci.1 mamurem 
b moil puupayrit  and r.coIIy of degradad lu&. 
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with the  state zoning plan and other envhonauental l eg i s l a t ion .  
A few -lea of such problema are described below: 

2.2-1 Land Expropriations and Creation of Settlement Projects 

In the last several years, the actions of INQtA's regional 
o f f i c e  in Rondönia associated with land expropriation and 
c rea t ion  of s e t t l a œ n t  projecta  have demonstrated serious 
problemm of i ncanpa t ib ï i i t y  w i t h  t he  i ta te 's  aocio-econoinic and 
otological zoning plan. For exaqle, vm d r a w  a t t e n t i o n  to the 
following facts: 

1- In Much 1992, ~ C R A  created three Settleaient Pro jec ts  
(Projeto8 de Assentamento - PA^) denominated PA Curupira, PA Rio 
do Conto and PA Agua Azul, covering a total area of 
approximately 215,000 hectares. A i l  of these pro jec t s  were to 
k located in zone 04, resenmi for non-tinrber forest ext rac t ion  
under the state zoning plan. 7. after a series of denunciations 
by the Forum, IïWCRA announced tha t  these pro jec t s  n l d  be 
swpenbed, and t h a t  no new se t t lmœnts  would be carried out  in 
t h e r e  m a s .  Bowever ,  the Regional Suprintendency of IacRA is 
ciurcratly granting land tt t leri ,  including new ownership claims, 
within tbe areas of t he  above-mentioned s e t t l a œ n t  projects.  

2. On December 21, 1993, a pres iden t i a l  decree signed on 
12/20/93 war published in t h e  D i d r i o  Oficial da Unido (Feâerai 
Official Gazette) authorizing expropriation, for purposes of 
agrar ian  reform, of a îandholdfng namtä "Fazenda Roncauto', 
covering an izea of 1,soo hect- in t h e  municipality of 
Colorado d'ûeste. A r e su l t i ng  sett lement project would be 
located within the Rio îhquens state Forest (Floresta Estadual 
de Retndhento Sustentado - PZRS) created by S t a t e  Decree no. 
1.573 on 3/23/90 in an area designated as zone 05 (rwtained 
forest ipanagmmnt) according to t h e  a t a t e  zoning 
On Apri l  10, 1994, I X R A  filed the -matory ac t ion  f o r  th is  
expropriation in a federal cour t  ia ñond8nia. 

3. Oa April 26, 1994, a pres ident ia l  decree signed on 4/25/94 
was publi8hed in the Diário Oficial da Unido , authorizing 
expropriat ion,  for purposes of agrar ian reform, of a landholding 
naiaied "São SebastMo", covering an area of 44,611 hectares in 

AeeOrdiag to thr mtate logimlation on the socio-.oonaaic and roological 
z d n g  of Itondonia, t o m  04 cmrm an u e a  of around 3,500,000 h . a t u r m  rnd 
i n  ubarwtuiud by ' u o a m  w i t h  a pr.daaiaance of tin rubbu tr-8. 
anmodatad or not w i t h  braril aut t r a e m  .nd o t h u  fonmt np.cie8 that 
proâuce exploitable reniP., oila,  fruits or roata. Those u m  fragile 
akwiroxmuitn, wh.n thr uvac+.d krufitm mhould k trka through 
mumtainod forest iuuugriat of forest remources, w i t b u t  altmration +o 
momystam'. In zoam 04, th. eroation of Extractive mruvmm &/or 'Stab 
X r t r m t i v o  ?oremta ( m m ) '  warn foremwa. 

0 m r d i a g  to tho mtate logirlation on thr mocio-rconasic and mcoiogioil 
roning o f  Româoaia, toam 05 covmrm approxiutely 2,135,000 hmCtue8, 
domignatoâ for 'forest urrngœnt of caniwtcially loggable m p c i a m . .  In 
t h i n  zone, the creation of 'State SumtaiMd Yield ?oresta (PXRS)' Y.8 
torommen. 

I '  
I 

i i  1 I 
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the municipali t ies of Campo Novo and Porto Ve lho .  This property 
is also located within zone 04 (non-tirnber forest extraction) 

4. Ch July 25, 1994, a p res iden t i a l  decree signed on 7/22/94 
was published in t h e  Dibrio Oficial dri Unfao, authorizing 
expropriation, for purposes of agrar ian reform, of four adjacent 
properties named %.o Branco", "pedra do Abisma, "Nova Vida" 
and "Oriente", covering a total area of 66,793 hectare. in the 
municipality of c a q o  NOVO. he settleiaant p ro jec t s  foreseen 
for establishment in t h i s  area would also be located w i t h i n  zone 
04 (non-timber forest ex t r ac t ion )  . 
5 .  I n  addi t ion to its disrespect for r a t e  l e g i s l a t i o n  On 
zoning and conservation units in the c rea t ion  of settlement 
project8 in Rond8nia, INCRA has not  abided by federal 
l e g i s l a t i o n  w i t h  regard to envirommntal impact s tud ie s  (m 

to m a l  - u) and their respective e n v h n m e n t a i  

(Resolution no. 001 of ~anuary 23, 1986 of the National 
Environnœntal Council - CONAHA).@ 
6 .  On July 18, 1994, a federal judge in Mnd8ni.a issued a 
res t r a in ing  order t h a t  requires mCRA t o  respect the state 
Zoning plan and federal l e g i s l a t i o n  regarding environaiental 
inpact assessments in land expropriation ac t ions  for the  
c rea t ion  of sett lenient p ro jec t s  . The decis ion of the  judge was 
based on a Public Civil Action initiated by t h e  Ministério 
Público pederal (Federal Prosecutor*s  Off ice)  based on 
denouncements by the  Forum of NGO. and Social m - n t s  of 
RondUnia. The r u l i n g  of the federal judge d i r e c t l y  affected 
various land expropriations,  including t h e  proper t ies  knawn as 
Rio' Branco, Pedra do Abism, Oriente and Nova Vida (rpentioned 
-1 

inipact rePo- (mn- - BxP) 

Even after the  issuance of the feberal r e s t r a in ing  OTbeT, 
the administrative actions for several land expropriat ions 
continued normally w i t h i n  I#cRA. On Decembex 16, 1994, INCRA 
filed compensatory actionir in a Mndônia federal cour t  for the 
expropriat ions of the Rio Branco, pedra do Abismo, or ien te ,  Nova 
V i d a  and São Sebastião landholdings. 

7. ïNCRA has ignored warnings from the  Presidency of Fo#AI 
(National Indian Foundation) regarding the presence of isolated 
indigenous groups on various landholdings proposed f o r  
expropriation. For example, t h i s  c l e a r l y  occurred in t h e  ac t ion  
invOlving the expropriat ion of the  Rio Branco, Pedra do Abismo,  
Nova Vida and Oriente  landholdings. 

8 .  On Harch 25, 1995, a pres iden t i a l  decree was published i n  
t he  D i b t i o  Oficial da tinido, authorizing expropriat ion,  for 
purposes of agrarian reform, of t h e  landholdings known am 
"Seringal Saïvador", "Cabeceira" and "Seringal Novo Hundo", 

* According to utielr 3, paragraph .VI1 of Rmmoiution ao.001/86/coIuu. 
thm prior elaboration of XI~/RIIU i m  rmquird for 'agricultural uui 
l irrmtock projeatm ia uœas grmatu than 1,000 b.rruri, or l m m m  whrir 
aoocernhg aigoificuit armam of acoiogical -rt-e, includiag urnam of 
environwntal protmction.. 
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Coverbg 49,731 hectares in t he  municipalitha of Machadinho 
d'ûerte and R i o  Crespo. These propertieu are located within t he  
boundariso of the Rio Preto-Jacunda State Extractivist Porest 
(Floresta Estadual Extrativista - FEE) created by becroe no. 
4,245 of 7/17/89. 10 

2.2.2 Alienat ion of Public Lands and Land Tenure Regularization 

k demcribeä above, in accordance with Section 2.12 (a) of 
the Project Agreerænt and Sect ion 6.01 (b) of the Loan 
A g m ,  the agreement betwmn INCRA and the Gowernxœnt of 
Rondenia waa to address: 

land tenure regularization policies and p r a c t i c e s  to be 
ohserved in the S t a t e ,  which shall be consistent with the 
objectives of sound forest protection and management, on 
tenus and condi t ions  satisfactory to the Bank. 

Amng other masurem, the i n s t i t u t i o n a l  reform program 
aptlined in the cont rac tua l  ag reamnts  of PLANU%ûRû should 
include; 

tbe elimination of forest c lear ing  as a form of abtaining 
land t i t l e ,  a8 wll as the adoption of adeguate land tenure 
regularization p o l i c i e s  and p r a c t i c e s  (I- 1992816). 

In the absence of uuch a n  agreenient, as o r i g i n a l l y  defined 
aa pte-condition for loan effectivenesm in PWWAFUIRD, the land 
r egu la r i za t ion  policier of n?Cm have b l a t a n t l y  disregarded the 
K>cio-economic and ecologicai zoning plan anâ state consemation 
units . 

It should be noted that, in accordance w i t h  ?lomative 
IMtrUCtiOn no. 03 of September 8, 1992 (Instrução Normativa no. 
03 de 08/09/92) signed by t h e  President  of IIOCRA, t h i s  agency 
cont inuer  t o  recognize forest clearing, associated with the 
întrocîuction of irticficiai cattle pasture ,  as an "imp-nt- 
for the purpose of l eg i t imiz ing  land claims on public  lands-11 

10 1~ mmntioned belar, tin maintenance of ù i o  ~ r e t o - ~ a d  state 
Srtraot irr  ?omit VA. ipcìuâeà i n  saction 2.10 of tàm Project hgreamat. 

Ia the m m  region, th. ibgioluì suparbtindrnt of IüQu ir currently 
conducting prelininrrp m u n m y m  of the îrnnhnlâing amœà '-10 ñoritonte' 
aud ' O ~ p l '  IProcr... O.-, fraa the property of ex-federal d-ty 
Pamcorl Wovamm, aa p u t  of tâe preparation of decree8 of  expropriation. 

I N Q U ' i  Uorp.tive Irutruction PO. 03 of Ieptmnbor 8, 1992 revokd 
preWiOU8 intern81 achiaimtrativo n i l e m  (Port.ri.8 ao. 839, 840, 812 and 
813) while &fining MI procmlurem for the lierrution of fmiual public 
luada. ?ran a mocio-rnviromamntaï point of view, t b i m  rrmolutioa 
repraruitm a mtep biclwud. ,  am it excluder ptwimionm of uticle 18 of 

flooding, improper for agricultural um., c m r d  by rutru8l grammluadm 
drmtiad for er tuuive  graxing and tho- uieâ for foremt extraction. 
Currently, -Ou pusiitm the t i t l i n g  of up to SOO h.ctarem per intursted 
party by it. Regioaal Superintendency ia Rondoni.. 

Porfui. DQ. 839, that Ue1ud.d fraa 1-d t i t l i n g  Um88 8Ubf- t0 p U i a d i C  
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On the basis of such i n t e r n a l  regulations, INCRA has issued 
documents legi t imizing land claims by speculators  arid cattle 
rancher8 within various state conservation u n i t s  ( the 
establishment of which was included within t h e  loan agreements 
for PLA"LORû), as vel1 as in other areas designated for 
restricted use, according to  t h e  state zoning plan. A few 
examples of such p rac t i ces  are described below: 

1. I n  the  Corumbiara State Park, created by becree no. 4,576 
011 March 23, 1990, INCRA granted var ious land titles known as 
CPmO (a a)  a t  least until 
1992, catering t o  the interests of land specula tors  and large 
cattle ranchers. 

2. In the Serras do Parecis State Park, created by Decree 
4,570 on Xarch 23, 1990, INCRA has granted land titles (CPmS) 
for mdium and large landholdings, e spec ia l ly  during 1991. 

3. I n  the  Rio Säo Domingos, Rio irequens and Abunä Sta te  
Forests (F5€S),  created by state decrees in W c h  1990, ïNCRi4 
has granted land titles (cpcvs) that have served t o  legitimize 
t h e  establishment of medium and large p rope r t i e s  for Cattle 
ranching. 

4. f#cRA has u t i l i z e d  t h e  same p r a c t i c e  of grant ing land 
titles t o  land speculators ,  cattle ranchers and logging 
C m p a n h s  wi th in  t h e  area designated in the loan agreaments for 
c rea t ion  of t h e  Rio Guaporé State Forest (in the  southern part 
Of an area previously demarcated along highway BR-429) am well 
aa areas designated for t h e  c rea t ion  of t h e  Rio Cautário and 
R i o  São Higuel Extractive Reserves. 

In s-, the ac t ions  of INCRA in Rondönia, in activities 
of land expropriations for agrar ian reform, c rea t ion  of 
set t lement  projects and land tenure regular iza t ion ,  have entered 
i n t o  direct confrontat ion w i t h  Rondônia ' s socio-economic and 
ecological zoning plan,  state conservation u n i t s  and federal 
environmental l eg i s l a t ion .  This posture on t h e  part of INCRA 
has Seriuysly *ked the implementation of PWINAFIXIRD as a 
whole, and has rendered p r a c t i c a l l y  inv iab le  t h e  establishment 
of several state conservation u n i t s  contemplated in  P m R û ' s  
cont rac tua l  agreenmnts.u 

* ün meverai occamionm, tàm mgio iu l  Suparintuuimney o f  LU- in ~ondbaia 
b 8  qU08tiOnrd the v d i d i t y  of the .+.te lagis lat ion on zoning .nd 
consuvation unit. i n  areas of teâurl public lrnds rnd privata proprrtiam. 
For oxamplo, i n  a corrompondmnw &td Wuch 17, 1994, aàdrommd to tàe 
Pruiident of xncm (Oflcio 111QCa/~-l7/0/110.133/94), the Superinterdent of 
floQu in Rondôniauq~md that 'tâe state Goverapiunt i. lœgimlatiag on 
f.du.1 latada, which in uncon~titutìoni1'. 

In + h i m  rogud,  it i8 worth ob80rPing that m i C h  23 O f  tho 
braziiian Constitution dotodnor that: 

It i. a camon obligation of the ünion. the State., the F d e r a ì  
D i i t r i c t  and Wurzicipditiea.. .to protwt the mnvironn~ent end cainb.t 
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We stress the fact tha t  t h e  actions of IìiCXìA in ñondbnia 
have served as a c a t a l y s t  for a chain of in te rvent ions  by other 
govarnnient agencies that ul t imately s e m  t o  legitimize and 
encourage dieorderly land occupations and the i n d i s c r i a i n a t e  
use of na tu ra l  resources (see Sect ion 1.3: Environmental 
Licensing) . 

2.3 m t s  to  Ort t h e  W- 

The problems involving INCRA's land tenure policies, 
associated w i t h  failures to amply w i t h  the cont rac tua l  
agreements of pWLNAEuIR0, were connnunicated t o  the World Bank 
through a a e r i e s  of documents elaborated by individuals and 
o r g a n h a t i o n s  associated with t h e  Forum. It should be 
emphasized t h a t  various documents were presented to t h e  Bank 
Drier to the signing of t h e  loan agreenents (SeptembeZ 1992) and 
the Bank's declara t ion  of t h e  loan e f fec t iveness  (January 1993) 
The following are examples of such initiatives: 

1. In a letter dated December 11, 1989, signed by Osmarino 
Amâncio ROdrigUeS (Secretary of t h e  National Counciï of Rubber 
Tappers) and Ai l ton  Krenak (National Coordinator of t h e  Union of 
Indigenous Nations),  s e n t  t o  Xr.  Shahid Hussain ( V i c e  President 
for Latin AiPerica and t h e  Caribbean) and Xr.  Anneane Choksi 
( D k e c t o r ,  B r a s i l  Department) of t h e  World Bank (ANNEX 1.B), a 
Series of demands were -de, e spec ia l ly  in r e l a t i o n  t o  the  
p a r t i c i p a t i o n  of local conmwnities in KANAFLORO. Aiaong these, 
it was stated that: 

Before the approval of a loan, the Bank clarify what 
guarantees it w i r l  have to ensure the implementation of 
the agro-ecological zoning, given current reports and 
infonution about plans for agricultural colonization in 
areas supposedly to be rese& for extractive 
activities... 

2. A letter dated January 9, 1990, signed by 35 Brazi l ian  and 
in t e rna t iona l  NGOs, sen t  t o  Mr. E, Pat r ick  Coady, Executive 
Director a t  t h e  World Bank (ANNEX lX), brought a t t e n t i o n  t o  a 
series of critical problems t h a t  had not been adequately 
considered in the elaborat ion of KR#AFz(IRo. The letter 
solicited t h a t  various i s s u e s  be addressed as a pre-condition 
for loan negotiations.  Aipong these, t h e  letter cited t h a t r  

pollution i n  any of i t a  fornu (inciso ï V )  and...to premenm fareit., 
f e w  and flora (inciao vrr). 
Ia addition, the 8CtiOni of Ilia in RondoPIa have di8rrgud.d 

article 225, fnciio I11 of the Brazilian Conmtitution, which detuminei 
t h t  : 

'the Gavernœent (ppdsr -) w i l l  defîne i n  a11 frrderal unit., 
t err i tor ia l  apace. @nd the ir  cmponenta te be eipecially protected, 
with fheir alteration or muppreimion permfeted only by law; a.iy u m  
that C - r d 8 . 8  the integrity of the @ftribüt.8 that f U 8 t i f y  their 
protection i 8  prohibited'. 
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Critical legal and policy uncertainties concerning the 
criteria under which land titling and land refonu can take 
place must be resolved before negotiations. 

Ia t h i s  regard, the  letter emphasizes that: 

. . . tbe National Institute for  Colonization and Agrarian 
Mfonn (m) has not modified the statues that maintain 
deforestation as a basis for land titling; 

...the project does not analyze nor address the need for 
land redistribution in agro-ecological zones O1 and 02.u 

3. In a document signed by 19 NGOs from Rondônia, sent  on 
February 22, 1990 to nr. shahid Eussain (Vice President for 
Latin America and the  Caribbean) of the World Bank ( m X  1.0) 0 
demands =re once again made regarding the participation of . 
local cnmnnnitiea ia PWL#AIPLORO. The sanm document prerented a 
series of facts that brought into question the viability of 
m R û .  The letter included the following remarks: 

In the area of the Jací and Hutuni-Paraná Extractive 
Reserve, a settlement project was established by llVCl?A (PA 
Buritf) and a road opened which crosses the R i o  Candeias... 

Rio Cautûrio -- this extractive area runs the risk of being 
rapidly destroyed because of delays in its demarcation, as 
it As almady bedng invaded by a colonization front frcmi 
BR-429, vhich is close to and parallels the river. The 
invasions an, occurring w i t h  tbe collusion of IIiR3RA- 
Rondbnia, vliich has generated the expectation that land 
titles will be granted... 

4. In a letter dated April 2S, 1990, signed by r4r. Rainundo 
-8 Leiao, President of the  Association of Soldiers of Rubber 
a d  Rubber Tappers of Ariquemes, addresmeä to Mr. Barber 
Conable, President of the World Bank (ANNEX 1 .P) , the following 
alert was made: 

W8 take this opportunity to register our concerns with the 
present situation of several areas to be included in Zone 
04 (Extractive Reserves) of puUWZOR0. Br example, the 
region of tbe upper Cande- river presently faces constant 
ìmtSiOns of loggers and land speculators. In thfs area, 

recently created the Buriti I and ïï settlement 
projec ta ,  thus causing even more devastation of the forests 
of tbe region. Given this,  we wuld like to know wbat 
measures will be taken by the authorities to amid 
invasions of extractive resenres by loggers, ranchers, 

~ ~~ 

u àccotding to tñe lmgímîation regarding tàe wciolrcanaatc anä 
roologiaal torria9 of maähir, .OM 02 e o v o r m  approrLutrly 3,OlS,000 
h a t u e m  in u e a r  of oidiini to law agrimltural po+uicial, dimre priority 
mbould k givm to rwautrgiag riirrd-orap agroforomtrp myst- m a g  

mloniration project?. Umo w i t ì &  tàir zone u c  located iardium to l u g e  
proputiem, in ueam dmrtáad for modi- to lug-iaale cattle ruching. 

C m + f . 8  Of -11 f-8 th.t re8ide outride th. 1L i f t8  O f  O f f i c i a l  
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placer m e s ,  and colonization projects, as well as to stop 
tbe exploitation of rubber tappers by rubimr pci-ns 
(serlngalfstas) and intermediaries who still remain in 
these regions. 

5. In a document e n t i t l e d  "ûpen Letter. of t he  Forum of NGOs 
of Rond8nia (ANNEX 3.A), s e n t  on March 12, 1992 t o  the Executive 
Dimetors of the  World Bank (approximately six months prior t o  
the Signing of the  cont rac tua l  agreements of PWIHAPLORO) t h e  
following alert was made: 

A lack of harmony can be observed bet*ioea the state and 
federal governments, particularly in tho case of agencles 
such as the National Institute of Colonization and Land 
Reform (INCRA) which has acted contrary to the proposal8 of 
PzANApzoRO, disregarding Rond8nia's soCio-BCondc and 
ecological zoning. Recently, INCRA has announceci new 
settlement projects fn regions of zone Ip (extractivism) 
and zone V (sustained forest management). 

6. I n  a meaiorandum dated nay 12, 1992, presented by the 
Ronâônia NiGo Forum t o  nt. Luis coirolo of the World Bank (AWNEX 
3.B), warnings -re made about: 

... the lack of respect for the socio-econdc and 
ecological zoning of Rondbnia on the part  of INCRA. 

Specifically, the letter emphaaited such problemm ast i) 
tbe c rea t ion  by I#cRA, in March 1992, of the Curupira, Agua Azul 
and Rio do Conto set t lement  projects within zone 04 (aon-tiPiber 
f0re.t extraction), in disregard for t h e  state zoning 
l e g i s l a t i o n ,  and ii) INCRA'S policy of recognizing forest 
clearing, associated w i t h  t h e  in t roduct ion  of a r t i f ic ia l  cattle 
pasture, am an aimprovementa for t h e  purpose of l e g i t h i z i n g  
c l a h  on public lana. 

7. I n  a document e n t i t l e d  "Report on Condition8 of 
Effectiveness of the Contractual eocuments of PLMUELORO", 
produced by the I n s t i t u t e  for Amazonian and EnvirorrPPental 
S tudies  (I=) in September 1992, it was alerted tha t  the 
agreeiaent between INCRA and the  Government of iWnd8ni.a had not 
yet been signed and tha t :  

ïNCùA'o current land tenure policies, especially with 
regard to the creation of new settlamient projects and the 
alienation of public lands, appear8 to not be takfng into 
consideration tbe  contractual agreemeats of PI;ANILZZORO. 

14 ~ b i i  ropo- Y.. a contribution t o  the ~~œmaimmion for tim x d n m t i o n  
of -1i-e w i t h  tàa conditionr of ~ f foc t ivenerr  of PLMURIILO'. 
Contractual Documenta. createä on M y  29, 1992 by Romolution no. 006 of the 
S k t a  Dmlfb.rative Council of -0. Tbe CanaUiion V.. aitrbli8h.d 
w i t h  tñe following m a b u m :  General Sacrmtariat of -0, Stat. 
Secre tufa t  for A g r i c u l t u r e ,  1ndU.W and -ce (m), State 
Secretariat for Eavironwnt.1 k v o l o p u n t  ( S M I A I ( ) ,  Inititute for Aysordan 
and Enviro-nt.1 Studio. (IU) .pd Articulation of tho xadigan~~i Pmoplrm 
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The sanm docuipent warned that: 

. . . tbere are variou. examples of envizvmntal degradation 
and aiore generaliy, conflicts betwen tb8 first 
approximation of the socio-econdc and ecological zonfag 
aud the current utilization of natural resou~c88. In myly 
caben8 these problem8 are aggravated by the lack of 
recognition of zoning and other legislation, a8 in tbe case 
of tbe land tenure policies of I-. 

8. The serious problems involving I N C R A * s  land tenure policies 
io Rondônia, including v io la t ions  of the contractuaï agr-nts 
of -, were addressed in a series of corre8pondemeS 
sen t  by the -rum of NGOs of Rondônia t o  the President of Brazil 
and the  President of INCRA, 

a) letter to  the President of Brazi l  on 5/28/92, b) letter to  
the President of IL'EicRA on 8/14/92, c) letter to the President of 
nüCRA on 9/8/92, and d)  letter to the President of IHCRA on 
4/15/93 . 
9- ûn k c h  9, 1993, t h e  non-govematal  organization ECOPORS 
(Jiçao ikológica Vale do Guaporé or "Ecological Action of the 
Guaporé Valley" one of the founding members of the  Rondônia NGO 
Poruni) in a letter addresaeä t o  various state and federal 
au thor i t ies ,  a w to the  B& (=X 4 4 8  
denounced +he process of enviro-tal devastation taking place 
in the  Guaporé Valley, asse r t ing  that :  

lñe current State Superintendency of ïXCRA and the organ *s 
representative in Costa W q u e s  constitute one of the 
greatest threats to the state's zoning plan while promoting 
the expmpriation of lands traditionally occupied b.r 
extractivu -unities, benefitting principally land 
speculators= and ranchers. The representative of the agency 

Costa Warques asserts emphatically that be does not 
respect tbe state zoning plan nor the State Constitution, 
and that be only follows the orders of his boss. 

10. On April 27, 1993, ECOP~M sent an official Letter (Oficio) 
to the Prerident of 1x?cm8 a e to the W o  (- 
4.C), which presented: 

c@es to t h e  Wx&BaXL 

These documents, which can be found in ANNEX 05, include: 

... elements of proof regarding the destructive actions of 
~ - R o n d b n i a ,  aiding groups in the occupation of areas 
traditionally inhabited by extractive populations and in 
conscious disregard of the state zonfng plan,,. 

11. In t h e  docurpent e n t i t l e d  "Record of t he  Meeting on 
Preliminary fiq.ressions Pert inent  t o  the Implementation of 
pLA#AFLoRo", rea l ized  on September 27, 1993, with the 
par t ic ipa t ion  of rœmbers of the Independent Evaluation Coiiiiaittee 

of Roadoni. ( A P E R ) .  
in Sap- 1992. 

A copy of IC1'a report waa m - t t a d  to thm World Baak 
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(IEC) and a world Bank representative, som^ obsexvationa were 
made regarding the land tenure policieri and zoning, including 

!ì2m urgent necessity of guaranteeing solutions to land 
tenure problems and to the actions of 1- which have 
dhregarded the state zoning plan and environmental 
legislation was discussed. In tb8 new agreement which 
rbould be entered into by and the GovernawMt of 
R0nd8n.ia8 spcial bportance should be given to the aspects 
of alienation of public. lands and land tenure 
regularization. . . 

12. In February 1994, a prelidnary version of the first report 
of the Independent Evaluation Connuittee (IEC) was submitted to 
the World Bank. On Xarch 16, 1994, the Bank received the f i n a l  

.,.the lack of recognition, on the part of IXRñ8s regional 
office in Rondbnia, of tbe state8s sacio-econCrmic and 
ecological zoning, state conservation units, and other 
environmental legislation, in its implementation of 
colonization projects and the distribution of land titles 
on public lands. A% a result, INCRA bas contfnually 
pursued practices that may undarmine the objectives of the 
zonihg plan and PwLNiiiU.LoR0, includingr i) proposals for 
land acquisitions and the creation of colonization 
prefects, without regard to the state zoning plan and other 
environmental legislation and ii) the granting of titles on 
public lands disregard for tbe zoning legislation and 
state conservation units 

the follaaringr 

-ion O f  the nc'S S-8 which e n i p h a S i Z e d t  

.-.the persistence of other INQU policies that encourage 
the indiscriminate use of natural resources, such as the 
recognition of forest clearing and the introduction of 
artificial cattle pasture as a land wiJnproveiaentw for 
purposes of gqmting private land titles on public lands. 
In so doing, INtXA fails to consider the long-tem 
sustainability of such activities, as well as the potential 
social conflicts affecting existing populations (rubber 
tappers, indigenous peoples, etc.). 

The IEC report further emphasized thatt 

.,.the "Zbnus  o f  Agreement" signed by IIVCRR and the 
Government of Rondônia in N o v e m b 8 r  1992 did not include 
arrangements for reconciling procedures of land tenure 
regularization with the guidelines of the state zoning 
legislation and the sustainable management of natural 
resources, as reguird by Section 2.12 (a) of the Project 
Agreement and Section 6.01 (b) of the Loan Agreement. 

The principal recoinmendations of the  n C * s  report included 

Pbxaialized guarantees of the effective cooperation of RJcnzL 
ia PwLIiuFMIRO, as well as the definition of guidelines and 
institutional responsibilities for governmental action on 

the  follawingr 
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l a n d  i s s u e s  (e.g. c r i t e r i a  for acqu i s i t i on  of p r i v a t e  
lands and creation of coloniza t ion  projects, s t r a t q i e s  for 
land  tenure policies within zones 01 and 02, granting Of 
p r i v a t e  t i t les on p u b l i c  lands, establishment of 
conservation units) 
Re-evaluation of Normative Ins t ruc t ion  no. 03 of September 
8, 1992 (Instruçdo Nonnativa no. 03 d e  08/09/92) tJmt 
@ta recognition by INCRA of forest c l ear ing  and the 
introduct ion of artificial c a t t l e  pas ture  a s  an 
œ ~ o v e m e n t n  to l a n d ,  for the purpose of granting land  
titles on p u b l i c  lands (while f a i l i n g  t o  consider 
sus ta inable  forest management, such as t h a t  of rubber 
tappers ,  as a productive a c t i v i t y )  

13. I n  a correspondence s e n t  t o  t h e  Central  Forestry Unit of 
the World Bank on Way 16, 1994 (ANNEX 3.C) during an internal 
Bank review of fo res t ry  policies, the Forum denounced t h a t r  

...the problems of envfronmental degradation h Me f O r 8 8 t  
ecosystems of Rondônia have been encouraged by the behavior 
of govexnment agencias t h a t  operate in the State .  
(EnfOrtUnately, these problemis have beea neglected by the 
managers of PWLNAPZORO and mrld Bank staff, evBn though 
they -1y non-conpliaace with the contractual agreem8nts 
of P ~ O R O .  

In t h i s  correspondence, the Forum emphasized the 
cont rad ic t ions  between I#cRA*s land tenure policies and t h e  
guidel ines  of consamation and sustainable management Of 
f o r e a t s  . 
14. On June 15, 1994, i n  a correspondence addressed t o  the 
President  and Executive Directors of t h e  Bank (ANNEX 3.D) , the 
Forum again questioned the failure of IHCRA and t h e  Government 
of ñondbnia t o  sign the agreement required by the m R 0  
loan agreements, and cited new examples of how: 

the Regional Superintendency of INCRA in Rondônia has 
b l a t a n t l y  disregarded the s t a t e ' s  sucio-econodc and 
ecological  zoning and other envirohoiental l e g i s l a t i o n ,  in 
tbe a c t i v i t i e s  of expropriation, creat ion  of settlement 
projects and land t enure  regularization. 

I n  the demands made in t h i s  letter, emphasis vas given t o  
the need to: 

fozmal i ze  the effective cooperation of INCRA in land 
r e l a t e d  a c t i v i t i e s ,  as s t ipu la t ed  fa the contractual  
agreeements for PLUZW!WRO 

. .  2.4 of 

The above-mentioned problems are l a rge ly  attributable to 
t h e  non-exhtence of a signed agreement between INCRA and the 
Governnient of Rondbnia, foreseen in the cont rac tua l  agreeppents 
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of vLA#ApLoRo as a pre-condition for loan effectivemess- 
Despite the above-mentioned alerts, the world Bank remained 
negl igent  during a s igni f icant  period, in tem. of soliciting 
and riionitoring caapliance with the con t rac t  .,I a w t s l  
especially Section 6.01 (b) of t h e  Loan Agr-nt and Section 
2.12 (a) of the  Project A g r m n t  for  PUMAFLORO. In this 
regard, w e  would l ike to  point  ou t  t h e  followhg facta:  

1- Fnw the f i r s t  maccompaniment" mission (missão de 
aroeipanhaaento) for pIAWWLOR0, carried ou t  by the world 
Bank/wfR/sBAI#/üNDP in November 1992, there is no evidence in 
the Aide m i r e  of deaaanda from the Bank regardfng the smhg 
of an agreenrant between Il?éRA and the Govermmnt of Rond8nk  am 
reqrrired in the  cont rac tua l  agreemants. 

&I mentioned above, the  arms of AgreeImnt" signed between 
RüCRiì and the Government of Rondônia in November 1992 were not 
s u f f i c i e n t  fmm a l e g a ï  or technica l  point of view to m e e t  t h e  
conditions of Section 2.12 (a) of the Project Agreement and 
Section 6.01(b) of the Loan Agreemnt. 

2. In January 1993, contradict ing the condi t ions s t i p u l a t e d  in 
the cont rac tua l  documents for PwsNAFfXRO, regarding t h e  need for 
a signed agreement between rNCR& and the  Governmnt of ROnd8nia, 
the World Bank declared ef fec t iveness  for the PLAWQWRO loan. 

3. In September 1993, t h e  Bank carried ou t  its f i r 8 t  
sripervbsion mission after t h e  i n i t i a t i o n  of loan d i sbur seœnt s  
(in J U W  1993). The Aide weipoixe frum t h i s  mission (rwweX 6.B) 
al.0 contains no record of cauwnitmnts regarding the signing of 
a formal agreement between mCFtA and the Government of Rond8ni.a- 

signed by XNCRA and t h e  Govarnipent of Rondônia by OCtober 7, 
1993, "for t h e  so lu t ion  of land tenure problems in areas 4 ,  5 
and 6 and land donsolidation activities in aream 1 and 2'-*  

"he above-dntbned  'Work Plan' wa8 never signed or p u t  
i n t o  practice. 

4. On Xarch 25, 1994, an . in te rna l  report e n t i t l e d  ì ì r a z i ì r  
Rondbnia and Iihto Grosso Natural R e s o u r c e  Managepent Projects 
(Loans 3414-BR and 3492-BR) Status of Implemntation, signed by 
X r .  Shahid-Javed Burki, vice President  of Operations for Latin 
Anierica and t he  Caribbean (ANNEX 7.8) was s e n t  t o  the Executive 
Directors of t h e  World Bank. 

There is only a vague reference to a 'Work Plan" to be. 

I n  t h i s  i n t e r n a l  World Bank report, the only c i t a t i o n  of 
problems involving IL3cRA and land tenure p o l i c i e s  i n  Rond6nia 

* ~aaotdfn9 to th. atat.  toning ìegim1ation, tono 6 m r m  approriuuìy 
6,4001000 h.ctuam, including a vuioty of fragile aaomym+.P.. uàth umktmwa 
potential for iumtairuble uma, indigenaum .nd biological r o m m  and o t à u  
-am for m - t  protection. IB t h i m  tona, -0 rrrticipatmi 

(atato p u b ,  biological rem-#, ecological mtatáonm and fndig.naum 
romuwmm ) . 
-ion# in drpucation, protoetion .ad -0-t of O O I I m ~ a t i o m  u t .  



appears in t h e  sec t ion  about t h e  Independent Evaluation 
C a d t t e e  ( i E C ) .  F-st, the report tbddly states t h a t  the IEC 
i den t i f i ed  x 

poasible inconsis tencies  between mcRA #LI land 
regularizat ion policies and pro jec t  objectives (p .10) .  

Later, the report limits itself t o  the  f o l l w b g r  

k to  INCRA land regular iza t ion  a c t i v i t i e s ,  there have been 
soaie discrepancies in pronouncenients by representa t ives ,  
which have raised concerns within the S t a t e  about p s i b l e  
sett lement plans for environmentally f r a g i l e  ar's, wbicb 
ahould remain under permanent forest cover according t o  the 
agrv=eco~ogical toning. Eokiiever, tbe Bank ha8 rut?8iyBd 
fira assurances frcrm INICRA management that  i t  w i l l  abide by 
the zoning, and an operating agreement has recently been 
afgned between INCRA and the State of Rondbnia wbicb sbould 
reinforce t h i s  understanding. 

I n  a critical analysis, it becomes evident  that  there was a 
deliberate attempt in tMa documant to dis tor t  the contenta of 
the Independent Evaluation Committee's report with t h e  apparent 
Objective of downplaying problems iden t i f i ed  and, at t h e  8- 
tiiPe, c rea t ing  an excessively optimistic impression among the 
Executive Directors with regard t o  the m u r e s  taken by the  
Bank's operational staff and governmental agencies. x6 

It is unclear what is the œoperating agreement" that was 
"recent ly  signed bet-n INCRA and t h e  GoverniiPent of Rond6niaœ, 
a~ cited in the report .  AS previously raentioned, it is 
i apo r t an t  t o  note that: 

a)  the  "Ternis of Agreement" between INCRA and the 
Goveniinent of Rondónia, signed i n  November 1992 did not include 
arrang-nto for reconci l ing procedures of land tenure  
regular iza t ion  v i t h  t he  guidel ines  of the  state zoning 
l e g i s l a t i o n  and the  sustainable management of na tu ra l  resources, 
aa required by Section 2.12 (a)  of t h e  Project Agreement and 
Sect ion 6.01 of t h e  Loan Agreement. 

b) I n  the  Aide Memoire from t h e  Bank superpision mission 
Of September 1993 (ANNEX 6.B), representa t ives  of t he  federal 
and state gwernrpsnts only committed themselves to  s igning a 
"Work Plan" by October 7, 1993, "for the so lu t ion  of land tenure 
problems in arem 4, 5 and 6 and land consolidation a c t i v i t i e a  
in areas 1 and 2". The scope of t h i s  "Work Plan", which wa8 
never signed or iq lemented ,  would have been i n s u f f i c i e n t  in 
terina of f u l f i l l i n g  t h e  cont rac tua l  agreements of PIANAFLORO. 

5. During t h e  World Bank's superviaion misaion in August 1994 
to d iscuss  the Rondônia NGO Forum's June letter to  t h e  Bank, 
8- aâvances were made i n  discussions about land tenure policy 

. 

In +hi8 rogud, thi world B .nk .8  b.h.ViOr i n  +h. b@-baa Of 
i 8  r d d 8 C 8 n t  O f  th. S U d u - S m V U  ( l m d 8 )  P r O j m  i a  Irdi. 

( - 8  SAUDAR T h  -port Of th. 1-t R.0i.r. not- 
-88fOne R@8OlXCe ?UtlXe8 Inturnrt%On& 1992). 
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in Rondônia (despi te  the fact t h a t  ~ C R A  did not participate in 
t h e  meetings) . 

The Aide 14awires from this mission (ANNEX 6.C and 6.D) 
determind tha t  an agreement betwwn n C R A  and t h e  Government of 
ROnbbnb 8hould be signed by September 308 1994. H-mr, th fs  
masure waa never implamented. 

In t h e  Mde Xemoiro from the  Bank latest supervision 
mission (Harch-April 1995) for PLANAFLORO (ANNEX 6.E), mention 

tbe  concern^^ of tbe IBRD with the apparent lack of 
collaboration of I- ìn p j e c t  activities aimed at  
reaching an orderly occupation of the  State of Rondbnia, a 
h f c  condition far tlie sustainable development of the 
State...Zhe State Govarnaient and the Bank mission h o p  that 
an agreement can be signed by AprU l o 8  prior to the 
departure of the mission fram masllia. 

i. given to: 

aoreemsnt I of not  

6. Th. =aft A p p r a J - a l  Report for PLMAFLORO includes an annex 
w i t h  a ' k . t t r i x  of tn .rOnaental policies, masurea and Actions" 
(ANNEX 7.A) t h a t  cons t i t u t e  the  basis of t he  i n s t i t u t i o n a l  
reform progfar outl ined in the loan ag-ntr (IBXD 1992t51- 
52). Regarding land tenure issue8 w i t h i n  t h e  i n s t i t u t i o n a l  
Mtr iX,  it ir worth nutiag the following points: 

a )  Item O 2  of t he  matrix of i n s t i t u t i o n a l  reforms includes 
a# a "sonitorable action' t h e  prohibi t ion of new set t lements  and 
grant ing of land title8 in areas without suntainable develognmkt 
pournthl, in accordance w i t h  the  state zoning leg is la t ion .  It 
eq3haShed t h a t  such ac t ions  would be amonitored continuou8ly.* 
HowVBL, t h e  facts bescribed above c l e a r l y  d-nstrate that 
INCRA never respected such a proposition, nor were t h e  ac t ions  
of INCRA regarding settlement and land regular izat ion "monitored 
continuously", e i t h e r  by t h e  pLIwAFI;oRo au thor i t i e s  a t  t h e  
governmental level or by the world Bank. 

b) Item 02 of the matrix of i n s t i t u t i o n a l  reforms also 
include8 ati an ac t ion  t o  be taken the  "developiaent of land 
tenure l e g i s l a t i o n  anä regulations,  in conjunction with I#cRIL, 
t o  ensure that all land tenure activities i n  the State w i l l  be 
cons is ten t  w i t h  zoning l eg ida t ion . "  As described above, such 
amasures were never taken, and t h e  World Etank, together w i t h  
governmental agencies, was r d s s  i n  t he i r  f a i l u r e  to enforce 
their implenientation. 

c) I n  Item 04 of the ipatrix of i n s t i t u t i o n a l  reforms, t h e  
Bank asserts t h a t  forest c lear ing  was no longer considered by 
IïQCRA am an "iPiproveraent" for t h e  purpose8 of granting p r iva t e  
title to  public land. Hotiirever, the  Bank ignored the exis tence,  
at t h e  time, of ïNCRR's administrative r u l e s  (Portarias no.839 
of 6/10/88, a8 well a8 Portarias 811, 812 and 813 of 8/26/91) 

- ! ! ! i  
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t h a t  peripitteä the agency t o  recognize forest cleasing,  
b l u d i n g  that aaaocLated with the  introduct ion of artificial 
cattle pasture, aa a mana of establishing titles on publ ic  
lands. Am deacribed above, these adminbtratim r u l e s  were 
later revoked by IlOCRA'i Normative Ins t ruc t ion  no. 03 of 9/8/92, 
which represented a s t e p  backwards from a socio-environaœntdl 
point of view. 

2.5 

The absence of demands on t h e  part of the  world Bank 
regarding t h e  exis tence of a formal agreement between IIOCRA 
the Government of Rond8nia, as a pre-condition for loan 
effect ivenesa in m m ,  as s t ipu la t ed  in Sect ion 2.12 (a) 
of the Project Agreement and Section 6.01 (b) of t h e  Loan 
Agreement, iS d i r e c t l y  related to t h e  c o n t b u a t i o n  of I"L'8 
aforementioned set t lement  and land tenure r egu la r i za t ion  
policiem, which have s t imulated d isorder ly  land occupatbnm and 
the hdiscriiainate use of natural resources in Rorrdbnia. 

Al such, we argue that these omissions of t h e  World Bank 
have adversely affected various local populations i n  Rondbnia, 
especially rubber tappers, riverine populations and inbigenoils 
populationm who inhabit areas where the process of disorderly 
f r o n t i e r  expansion ham occurred, encouraged by t h e  policiei Of 
gave-nt agenciei auch as ï"CRA. 

For amall farmers and landless rural workers, t h e  current 
land policies of T#cRA, associated w i t h  the lack of t h e  abcnm- 
nientioned agreement w i t h  t h e  Government of Rondbnia, have Caused 
s i g n i f i c a n t  harm. On t h e  one hand, machanispu have not been 
C r e a t e d  to resolve land tenure problema within zones O 1  and 02, 
t ha t  could promote a g r i c u l t u r a l  intensification and agrofores t ry  
Systems m n g  small farmers on higher po ten t i a l  soils that are 
cur ren t ly  abandoned or underused. 

A t  t h e  same t h ,  INCRA's actions in land expropriation, 
c rea t ion  of sett lement p ro jec t s  and t i t l i n g  of publ ic  lands have 
prcnmted the disorder ly  occupation of zones 04, 05 and 06 ,  in a 
process that  mainly bene f i t s  land speculators  and logging 
companies. I n  such areaa,  squa t t e r s  and small fanœrs se+tled 
by INCRA have confronted major d i f f i c u l t i e s ,  including a 
predominance of poor ao i l s  and a lack of k i f r aes t ruc tu re  aad 
basic cienrices. In these s i tua t ions ,  one encountera high rates 
of a t t r i t i o n  among settlers, aïong with the reconcentration of 

example, WB d r a w  a t t e n t i o n  t o  the  G l e b a  B u r i t l  (municipal i ty  of 
Camgo N o v o )  where the  p rac t i ces  of INCRï4 have had adverse 
impacts on Small farmers, extractive populations and indigenous 
communities . 

-8 on =al Po- S 

land m n g  large cattle ranchers and speculators .  A s a n  

We reiterate tha t  the  pers i s tence  of t h e  problems describeâ 
above are related to t h e  lack of demands by the World Bank 
concerning the  s igning of a formal agreeaient between INcRA and 
t h e  Government of Rond6nia t o  define reforms in land tenure 
policies in t h e  state, as ant ic ipa ted  within t h e  loan  agreenmntr 
for PLANAPLORO . 
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111. toning and State Conmervation Unit8 

3.1 is 

The i n a t i t u t i o n a l  reform program defined in t h e  con t r ac tua l  
agre-ntm of PïANAFLOm includes,  amng other measures: i) the 
" i . n a t i t u t i o n a l i z a t i n a  of the socio-econolaic and ecological 
zoning of Rondônia and U) a8 t r eng thenhg  of a State land 
i n s t i t u t e  t o  develop and administer atate land policy, in 
accordance w i t h  t h e  agraecological zoninga (IBRD 1992:46)x7 

I n  t h e  cont rac tua l  ag reemnt r  for -, the 
eatablishaaent and maintenance of a aeries of state conservation 
Unit8 was daffneb. I n  Section 2.10 of t h e  Project Agreenient, it 
waii determined t h a t  t he  Gwmrnement of ñondônia would maintain 
tho following units: Serra dor; Trêr Id¡os Ecological S ta t ion ;  
Guajarã-Hirim, Cande- and Rio Corumbhra State Park8; Rio Opto 
Preto am¶ Traçadal State Biological Reserves; Rio Säo Domingos, 
R b  Abrina, Rio R#>sevelt and Rio Hadeira State State Foresta;  
anâ t b e  Rco Preto/JacundA Extractive Reaerve. 

In Section 2.11 of t h e  Project Agreement, it was detarmined 
tha t  by September 30, 1993, t h e  Goveniipent of Rondbnia would 
create by decree, and rubaequently maintain, the  followhg rtate 
conservation units: Serra dos Pareci. and Serra doa Rei8 Sta te  
Park; Rb Pacaaa N m r / R F O  mvo, Sa0 niguel/Pedras Negraa ,  
Jacl-Paran6 anä R i o  Cautária Ex t rac t ive  Reserves; Rio Guapré ,  
Rb Iliquens, Rio Machado and Rio V e r i a e l h o  State Forests. 

3.2 of 

U i t h  regard t o  caiapliance with these aapects of the 
con t rac tua l  ag ree~œnts  for -ORO, we would like t o  point 
out t h e  following facta:  

1. ùerpite the  existence of state l e g i s l a t i o n  on socio- 
economic and ecological  zoning , its effective 
" i n a t i t u t i o n a l i z a t i o n m ,  cu an t i c ipa t ed  i n  the P ï A " W R û  
con t rac tua l  agreeni~nts ,  haa been compranised. It should be 
emphasized t h a t  Complementary ~ a w  no. 52 of 12/20/91 ( the legal 
basis for the  state zoning plan)  determines in article 7 t h a t  
enabling regula t ions  ahould be i s rued  by the S t a t e  Executive 
within a period of s i x t y  dayr. Such a legal act is neceasary to 
def ine  directives and norma on issues such as t h e  management of 
na tu ra l  resources in various . zones and sub-zones, the 
e labora t ion  of f u t u r e  aapproxinationsa of t h e  zoning plan,  and 
the c r e a t i o n  and eatablishment of state conservation uni t s .  

22 
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!Che enabling regulat ions for compleiaentary Lav no. 52 ware 
not i s rued  u n t i l  t h e  aigning of becree no. 6.316 of 3/2/94 (a 
delay of =re than t w o  years)." Xoreover, thirr decree luted 
itself to repeating, 'in a sparae and inaprecire manner, what had 
already bwn ret out  in campleaaentary Law no. 52. 1u such, 
Decree 6.316 does not cont r ibu te  effectively to  overcoming t h e  
problems w i t h  the " ins t i t u t iona l i za t ion"  of the state zoning 
l eg i s l a t ion ,  ar defined in the PLMAFLoüû loan documents. 

2. ITERôN ham not s t ruc tu red  itself t o  =sum t h e  role of 
coordinating atate  land tenure pol icy  and the adminis t ra t ion of 
publb lands in Rond8nia. For example, ITERCW ha8 not 
presented technical  proposaïs to INCRA jus t i fy ing  the  transfer 
of federal lands to t h e  state domain, as required by federal 
l e g b l a t i o n  (Decree no. 2.375 of 11/24/87). k such, ïTERûIû is 
8 land h t i t u t e  without lands,  which makes its Very exbteiiCe 
questionable . 
3. To date, t h e  follawing conservation uni ta  have not been 
croatd ar required by Sections 2.10 and 2.11 of t h e  Ptojecrt 
Agreaæntr Rio Säo Mguel/Pedraa Negras, Jací-Para and Rio 
Cautdrio Extractive Reserves; and Rio Guaporé State Sustained 
Y i e l d  Forest. 

4. In general terma, t h e  Guvermmnt of Rondônia ha8 n o t  taken 
the necersaxy legal and i n s t i t u t i o n a l  a teps  to guarantee the 
effective crea t ion  anâ establishment of state conservation 
units,  especially w i t h  regarâ t o  procedures for land tenure 
regularization.1' In  scrim cases, the  c rea t ion  of atate 
coxmarvation u n i t s  requires t h e  de f in i t i on  of new legal 
ca tegor ies ,  ar i n  case of "State Extractive Forests" and "Sta- 
Sustained Yield Forests". The Government of Rondônia ha# not 
yet  taken concrete initiatives in t h i s  regard. 

5. Over t h e  last  several yema, while INCRA has promoted a 
literal parcel l ing ou t  of landa within state conservation Units,  
t h e  Government of Rondônia has not taken a s i n g l e  preventive 
ac t ion  to counter t h b  problem, despite its responsibilitiee 
established in Sectiona 2.10 and 2.11 of t h e  Project Agreement. 
Examplor, of t h i s  problem can be found in  t h e  following 8tate 

-- 

I 
/I 

I ~ b .  enabling regulatàoru for the firmt legal inmtrument gwrrning t b  
mu+. toning plui, Sta+. Docrea no. 3.702 of 6fUfû0, v u e  nwer immmd, 
dompite legal provimionm i n  t h i m  regud.  1 

1 In the came of 'State txtractive oremtti', t h i m  delibarete d i m i t y  
~0ntriit8 w i t h  the federal legimlation on Extractive Remarvem (?.dera1 
mer- no. 90.897 of 1/30/90), principally in what it may8 with rempiot to 
land tenure regularization procedure and uw coneemmion to 1oc.L 
c-ti.8. 
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consenration uni ts :  Rio Corumùiara, C a d e i a s  and Serra dos 
Parecia State Parks; Rio sa0 Domingos and Rio Abunã State 
Fore i t s ,  and the Rio Preto/Jacundd Ext rac t ive  Reseme. 

Perp :e its lec..1 a t t r i b u t e s  an aguardiana of the  state 
zoning pliir7 Rondhia,  ITERûN has not questioned the  cons tan t  
disregard for the  socio-economic and ecological zoning, on t h e  
part of government agencies such as INCRA.20 

6. During 1994, -ON contracted p r i v a t e  companies, using 
world Bank loan funds, t o  c a r r y  o u t  t h e  demarcation of var ious  
Coaservation uni ts .  H o w e v e r ,  these demarcations PreSented a 
series of grave Fr reguïar i t ies .  

F h t  of a l l ,  in many caser t h e  demarcations cont rac ted  by 
ïTEROM in 1994 did not correspond t o  t h e  o r i g i n a l  borders of 
itate comemat ion  un i t s ,  as defined i0 t he  decrees t ha t  created 
them. I n  these cases, t h e  demarcations excluded areas where 
I#cRA had i r r e g u l a r l y  granted land titles or areas t h a t  were 
simply t h e  object of land speculat ion,  aiming a t  serving t h e  
i n t e r e s t s  of land speculators, cattle ranchers and logging 
caaipanies -21 

?or example, in t h e  case of t h e  m a  State 
(Created by Decree no. 4.576 of 3/23/90), the  demarcation 
contracted by I!rERON excluded 159,215 hectares, serving t h e  
i n t e r e s t s  of large cattle ranchers and land speculators.  The 
=ea excluded from demarcation corresponds to varios land titles 
granted i r r e g u l a r l y  by INCRA during 1991-92 (a 

of t h e  State =) or i n  areas of sinple 
lmd-grabbing (-1 

i 

I n  t h e  v m  - S w  ark, established by Decree no. 
4.575 Of 3/20/90, t h e  area demarcated by ITERON excluded a 
s i g n i f i c a n t  area (51,665 hectares)  including a mountainous 
region characterized by a fragile ecosystem. I n  r e a l i t y ,  t h i s  
"reductiona of the  Guajará-nfrim State Park had t h e  strategic 
function of f a c i l i t a t i n g  the opening of the  BR-421 highway 
between t h e  cities of Nova -ré (on t h e  border w i t h  Bolivia) 
and Ariqu-s (on the  BR-364 highway), thus permitting access to 
an isolated region by logging companies, cattle ranchers, land 
speculator6 and others. 

l 

1 I 

~~ ~ 

20 ror an aruîyrim of political uid inmtitutiorrcri bottlumckm that imrr 

Dfapnbrtico Imtitucioaal Pmliaiau de árgaoa trilcutorea do P l a n o  
Agrop.cuAri0 e Floreata1 de Rondbafa (PLILNAILCYO), Inmtituto de Emtudom 
Auxôniœm o &bieutaim (IEä), Porto Velho, N o v a u b o X  1992; b) Diagahffcro 
Iaatitucioaalr Sftuaçao Atual de Nncionmnnto do Inatituto de Terra# e 
Coloniuçio do Rond¿nia - I-- l Condiçöoa do Oporacionalisaqlio do 
-turf0 do Pmjoto P-O? by Raul Ortiz, LIpd Tenure Conmultante 
üãDP-P-I w.tch 1995. 

vdd thr p r f O N M 0  Of Ima, #- th. fOlldllg docrnun+8: a) 

21 Am i n  tho C.80 of I W Q u v  the ma+ionm of ITCROSS have enter4 h t 0  
conflict w i t h  u t i c l r  225, incimo I11 of the Brazilian Con8titution, With 
regard +o 1iJtationm on tho alteration or mupremmion of armam dofiPrd for 
rmirouœntal protection. 



In addition, there are indications of overpricing in the  
PrOCUreIœnti contracted by ITERON for demarcation of 
consemation u n i t s  , including values superior  t o  those 
establ ished in t h e  1994 annual operating plan 

It should be noted t h a t  Section 2.10 of t he  Project 
Agreemmnt of PLAHApzoRo includes t h e  -a State P- and 

k among those state conservation 
u n i t s  t h a t  should be maintained by t h e  Government of Rond6nia 

-- 

. .  t h e  - State P u  

3.3 t o  F l e r t  t- k 

With regard to  deviat ions i n  t h e  implementation of t h e  
aocio-economic and ecological zoning plan and state conservation 
units, tm emphasize t h e  following attempts to  alert t h e  World 
Bank: 

3.3.1 Socio-EconoaÙc and Ecological Zoning 

1. In a letter dated December 11, 1989, signed by Osmarino 
Amâncio Rodrigues (as) and Ailton Krenak (UNI) and s e n t  t o  Bfr. 
Shahid Eussain ( V i c e  President  for Lat in  America and the 
Caribbean) and Ammane Choksi  (Director, Brazi l  Department) of 
t h e  World Bank (A#HEx l.B), it was requested tha t :  

... before the  approval of a i-, t h e  Bank clarify what 
guarantees it w i l l  have t o  ensure the implementation of the  
agro-ecological zoning. .. 

2. I n  a correspondence dated January 9, 1990, signed by 35 
Brazi l ian and international non-governmental organizations,  s e n t  
t o  X r .  E. Patrick Coady, Executive Director of t h e  world Bank 
(ANNEX 1.C); it was demanded, among other nœasures, that the 
PLANAFLûRû loan disbursements be conditioned on t h e  inclusion of 
a timetable ( t o  be submitted to t h e  Bank for inclusion in the  
Loan Agreement) w i t h  measures to: 

... e s t a b l i s h  t h e  physical i n t e g r i t y  of the  agroecological 
zones, p a r t i c u l a r l y  zone 04, designated for extractive 
activities. Currently, the project l acks  specific measures 
and thtables to colmmit t h e  Brazi l ian a u t h o r i t i e s  to 
ensure t h e  i n t e g r i t y  of t h e  propoped agroecological zones. 
pbr example, areas designated as extractive production 
resemes are su f fe r ing  from ongoing road construction, 
government endorsed land  claims, i l legal  logging, land  
speculat ion and forest clear ing.  

3. I n  a -randm from t he  Forum of NGOs of Rondbnia s e n t  t o  
m. Luis Coixolo of t h e  world Bank on 5/12/92 (ANNEX 3.B), it 
was i n i t i a l l y  emphasized t h a t  NGOs were not  being included in 
t h e  discussions regarding t h e  state zoning plan: 

~ 

2z soes -It (c1t.d &ow). In general, + h i m  problar ii r r h t o d  to the 
f.&# deicrikd in Chaptu V I I ,  reguding project monitoring, e V 8 l l l 8 t b X I ,  
gupuviiioa, procuranat urd indmpndent auditing: 
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men though the state zoningplan constitutes the basis for 
the planning of all of PI;MUPZORO*S activities, non- 
governaiental organizations have been marginalized in the 
activities of the Socio-Econdc and Ecological 20-9 
C w s i o n  of Rondbnia. The great majority of NGüs do not 
participate in this camniission (as a matter of fact, not a 
aingìe environmentaî organization). It is mrth pointing 
out that many important decisions are being made in the 

ZO-, where there is 119 
participation by non-governmental organizations." 

Later, the docwænt statesr 

There does not yet exist a clear definition regarding the 
role of the state g o v e m n t  in the land tenure policy of 
Rondbnia, specifically the role of the State Land Institute 
( I î Z R O N ) ,  whose structure is currently inoperative and 
which is not fulfilling the role for which it was created. 

4. In the document ent i t led  aReport on the Conditions of 
Effectiveness in the PLANAFLORO Contractual Documents", written 
by the Inst i tute  for Amazonian and Environmental Studies (Iw) 
in September 1992 (A?ûúEX l o ) ,  it was informed that: 

with regards to the institutionalization of the zoning 
plan, Complementary Law no. 52 of 12/20/91, governing the 
socfo-econdc and ecological zoning of Rondbnia, 
anticipates that enabling legislation should be issued by 
the State Executive w i t h i n  a period of 60 (sixty) days; 

not vet o c c m  

5 .  In the docunient ent i t l ed  "Record of the  Meeting on 
P r e l k b a r y  Impressionr Pertinent to the  Implementation of 
~ R O " ,  held on September 27, 1993 w i t h  the  participation 
of Immbers o2 the  Independent Evaluation C a m i t t e e  (IEC) and a 
World Bank representative ("EX l l . A ) ,  the  following 
obaenration is madez 

There was agr-nt on the importance of creating an inter- 
institutional working group, involving government and non- 
government agencies, with the objective of defining a 
strategy for ensuring the conipatibility of land tenure 
policy with the objectives of the state's socio-economic 
and ecological zoning and other envu-onniental legislation. 
!tñe group, as one of its duties, should be responsible for 
the drafting a preliminary version of enabling regulations 
for Caiqplementazy Law no. 52 of 12/20/91, which governs the 
state's socio-econamic and ecological zoning. 

6. In the report of PLi4NlUZORO's Independent Evaluation 
C o n s n i t t e e  ( ï E C ) ,  dated March 1994, the  problems nientioned above 
were again identif ied.  

the absence of effective measures to guarantee the 
institutionalization of the socio-econonllc and ecological 
zoning of Rondbnia, particularly the required enabling 

The Executive Summary pointed out: 

1 I I 
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le&lation for the s t a t e  zoning l a w  (clanrplementauy Law no. 
52 Of 12/20/91) . 
tlm lack of conrrolidation and s t r u c t u r i n g  of the Rondbnia 
State Land and Colonization I n a t i t u t e  ( I ~ O N ) ,  in a mianner 
ìnwes%azy for it t o  a ~ s u a œ  t h e  effective administration of 
lands abd tenure i s s u e s  w i t b i n  t h e  State- 

7. In the letter dated 6/15/91 from t h e  NGû Forum Of Rondhia 
t o  the President a d  the  Executive Director8 of t he  World Bank 
(ANNEX 3.D), demanda were repeated in r e l a t i o n  to several 
problear that had been previously iden t i f i ed ,  including: 

.. . the  &sionri of the Government of Rondônia w i t h  repard 
to measures noce~s ruy  to guarantee irlplenieatation of tiro 
8uciO-BC01141Pic and ecological zoning regula t ions  and #tata 
con8ematioa uni ts ,  

I n  thim docuient, the Forum criticized t h e  lack of 
political interest of the State m r n m e n t  to issue enabling 
l O g i 8 h t i o n  for the r o c i o - e c o d  Md ecological zoning. With 
regard t o  the decree which provided enabling regula t ion  for 
Caiiqpleaaentary ~ a w  no. 52, it wail argued that: 

m e  OO. 6316 of 03/02/94 does not effectively cont r ibu te  
to  neeùd regulat ions for the state zoning l a w  
(Ca.iplementary Law R0.52)~ principally w i t h  regard to 
guidel ines  for natura l  r e i o u m  management within specific 
zones and masures for the implementation of %tate 
consemation units.  Moreover, the  decrde does not include 
a descr ipt ion of t h e  bomdarde8 of t h e  V U i O U d  zonedØ 
including geographical coordinatesØ as required by article 
no. 3 of coiqplementaxy TSW no. 52. 

A draft ver#ion of t h e  decree was not previously s u b m i t t e d  
for apprwal to the State Cmmàssion for Socio-Econdc  and 
tcological toning, contravening article 1 ,  paragraph rP of 
&-#cree no. 5.449 of January 16, 1992. All  evidence uwld 
nuggest that  t h e  recent  b s u i n g  of enabling l e g i s l a t i o n  on 
t h e  state zoning plan (Decree 6.316) in the manner carried 
out by t he  Government of Rondbnia, represented nothing more 
th.a a maneuver to please t h e  World Bank (fn a "for t h e  
English to  8w" style). Such an attitude, on t h e  parr Of 
the Gotnernaent of üondbnia, once mme unàermtne8 the  
e f f i c i ency  of socio-economic and ecological zoning pol- 
arr an instrument of reg iona l  planning. 

3.3.2 State Consemation Units 

1. On October 13, 1988, Francisco "Chico" Mendes of the  
National Council of Rubber Tappers (CNS) s e n t  a letter to  Hr- 
Barber Conable, President  of the World Bank l.A), i n  
which he protested t h e  lack of active pa r t i c ipa t ion  by Cns anä 
other representat iva organizations i n  the elaboration of t h e  
Extractive Reserves sub-component of PLANAPLORû. Furthermore, 
Chico Mendes affirpaed the followings 
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CJb th fnk  t h a t  the e x t r a c t i v e  reserves included in 
-lonoroeste II only s e m  to give t h e  governmental 
propaal to t h e  World Bank an ecological tone, so ouch ha 
fasbi-),? lately, i n  order to  secure t h i s  large 

7 

11 I 1 

The above letter also warned that: 

... f f  the presence of the National Council of Rubber 
Tappers continues t o  be ignored by t h e  Government of 
Rondbnia, i t  is certain that what w i l l  be created are not 
extractive resemes, b u t  'colonization set t lements  * w i t h  
the s a m  errors t h a t  led Poronoroeste to t h e  cu r ren t  
disaster. I n  other words, much money w i l l  be s p n t  un the 
crea t ion  of an in f r a s t ruc tu re  inappropriate  to  forest 
populations, whose aaintenance w i l l  be unsustainable, 
causing the  demoralization of o u r  proposal for t h e  c rea t ion  
of ex t r ac t ive  resemes.,. 

2. I n  t h e  nmmrandum s e n t  by t h e  NGO Forum of Rondônia t o  Mr. 
Lu* Coirolo of t h e  World Bank on 5/12/92 (ANHEX 3 .8 ) ,  an alert 
was made on t h e  necessi ty  of def ining instruments t o  guarantee 
t h e  effective establishment of state conservation u n i t s  as 
anticipated h PWSNAPU)ROr 

me crea t ion  of JZxtractfve R e s e r v e s  i n  t he  State of 
Rondbnia depends on the  expropriation of various private 
properties i n  order to grant  land u s e  concessions to rubber 
tappers. It should be emphasized t h a t  the inplearentation of 
'state extractive forests" in PLANAELORO dues not  
a n t i c i p a t e  any changes i n  the  land  tenure  s t r u c t u r e  of 
t h e r e  areas. Moreover, large properties exist within the  
boundarie8 of "sustained yield state forests" (zone OS), 
whose ownera do not accept the limits iqposed by the s ta te  
zoning p lan  w i t h  regard to  forest c l ea r ing  and t h e  
introduct ion of ar t i f ic ia l  ca t t le  pasture: and who are 
lobbying s t a t e  deputies to revoke t h e  decrees es t ab l i sh ing  
these  conseryation units.  

3. The necessi ty  of hastening t h e  c rea t ion  of various state 
conservation u n i t s  i n  Rondônia (including those defined in t he  
contractual agreearents df PLANAFUIRO) a~ well as t h e  ex is tence  
of illegal acts of environmental degradation in these areas 
were t h e  focu8 of a serie9 of document8 elaborated by NGO8 in 
Rond8niaf w s  of to 

For example, the following letters from t h e  Rondônia Rubber 

=psp) and ECOPûa (a V u w r é )  were s e n t  t o  
government agencies copies to t he World m. These 
documenta refer to serioum probleme in the GuaporØ Valley, 
including the Cautdrio river, an area i den t i f i ed  in t h e  
PLANU%ûRû loan agretrmants for crea t ion  of an Extractive 
Reserve (Section 2.11 of t h e  Project Agreement): 

Tappers Organization ( m ã o  liLmmnb 

2s Ia tàe early .+agem of the elaboration of PLAHARXIRO, it. i n i t i a l  nmne V.. =mmwcmasTt 11.. 



a) Off i c i a l  Letter (Oficio) no. 19/93 from ECOmI(E, dated 
Harch 9, 1993; sent t o  t h e  Governor of Rondbnh, SEDA% fTgRobl 
anã the Forest Police (m 4 . ~ )  ; 

b) Official Letter from OSR and ECOPOR& dated April 26, 
1993, addressed t o  t h e  Secretary of Environnuantal Pevelapnrerrt 
(SEDAB¶) Of the  Government of Rondbnia (ANNEX 4 * B ) ;  

c) O f f i c i a ï  Letter no. 042/93 from ECOPOR& dated April 27, 
1993, aädre~meâ t o  the President of IN- (AnNEx 4.C); 

d) Official Letter from OSR and ECOPOM, dated June 22, 
1993, sent to various state and federal government agem- 
(AwNEl( 4.C): 

e) O f f i c i a l  Letter no. 41/94 from ECOPO-, dated April 7 ,  
1994, sent to -AH, PM, and IBAHA (ANNEX 4 .E) ;  

f) Official Letter no. 055/94 from ECOPOa, dated M y  23, 
1994, s e n t  to StbAn, PW, ITERO#, I- and XLOCRA (- 4.J); 

4,  I n  the document e n t i t l e d  "Record of t h e  m t h g  on 
P r e l w  ïnpessiona Per t inent  to  the xmplaæntation of 
PLANALZORO", held on S8pt-r 27, 1993 with t h e  p a r t k i p t i o n  . 
Of members of the  independent Evaluation C m t t e 8  (IEC) and a 
World Bank representat ive,  it was stated t h a t  t h e  "inter- 
Fnatitutional working group" described above should include 
within iti mandate t h e  respons ib i l i ty  forr 

tbe elaboration of proposals defining the legal pidelbes 
for Extractive Reserve. and other conservation units at the 
state level, and proposing complenentary rules for the 
effective errtablfshment of these state units. 

5. In t h e  Executive strma~ry of t he  Independent Evaluation 
Combi t t ee ' .  final report (submitted t o  the  Government of 
Rondônia and the  World Bank i n  March 1994) warnings were again 
made about$ 

the lack of definition, on the part of the Government of 
ñonäônia, of legal and institutional niechanisrrir to 
guarantee the effective establisUnt of state conservation 
units (including needeä actions in land tenure 
regularization, resource use concessions, management plans, 
etc. ) ; 

the lack of pre~entation by IlZRON of technical project8 to 
IlVCRA to justify the transfer of federal pubZic lands to 
the state damain, as tell as legal actions necessary for 
their errtablbhment (including legislation defining tbe  
legal categories of various state conservation units). 

6. I n  a letter s e n t  t o  t h e  C e n t r a l  Forestry Unit of t h e  world 
Bank, dated Xay 16, 1994 (ANNEX 3.C), t h e  Forum brought 
a t t e n t i o n  t o  t h e  exis tence of governmental policies t h a t  were 
compromising t h e  directive8 of conservation and sus ta inable  
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manageamant of forests. 
included the following: 

The specific observation8 of this letter 

In tbe case of 'State Gxtractivie mrests", whose creation 
and establishnent was anticipated in PLANAELORO, no 
rtratogy ha8 yet been defined for land tenure 
ngularbation and resource u88 concessions, in contra8t 
w i t h  the federal legislation on dxtractive ResarveS- 
Itarthemre, the first vwrsion of the zoning was defined 
without prior field studies and consultation8 with local 
extractive populations. The result of these factora, ha 
caibfnation w i t h  the mistaken policies of ïíüCJüA, SEMH and 
IBAIYA, has been tbe constant invasion of ama8 occupied by 
rubber tappern, facilitated by the actions of the 
gow-ntal agencies themseïms. 

7. In the letter d 8 t d  June 15, 1994, sent to the President 
and Zxmt ive  Directors of the World Bank (ANNEX 3.D), the NGO 
rOrum of Rond8nia warned that: 

The Government of Rondbnia has not taken the necessary 
lmgal and institutional steps to guarantee the effective 
iqlementation of these consema tion units, especially with 
repud to p r d u r e s  for land tenure regularization. In 
same cases, the creation of state conservation units 
requires the definition of new legal categories, as in the 
case of 'State mrests for  Sustained Yield" (timber 
mnagement). Unfortunately, the Covernnient of Rondônia ha8 
not yet taken any coherent masures in this regard. 

In the  8- docrrment, the Forum further denounced that: 

'the contracting of private ccmpanie8, by ITERON, to C a r I y  
out the demarcation of state conservation units, presents 
8erious irregularities, including the illegal reduction of 
their borders; 

ITERON is p&tdng the demarcation of several conservation 
units where necessary masums for land tenure 
regularization have not been carried out; 

-ON is contracting the demarcation of state consemation 
units, without previously arranging for the transfer of 
-eral public lands to the State's doamin; 

XZZRON has contracted the demarcation of various 
"Extractive Reserves" that simply do not exist. For 
example, the Rio Cautário, Curralinho and Baixo Sao Miguel 
Reserves havie not yet been established by decree. k such, 
the demarcations will have no legal effect. At least in 
the case of the Rio Cautdrio, this situation is the result 
of opposition by local elites, associated with timber 
exploitation and cattle ranching, who do not accept the 
creation of Extractive Reserves. < 
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3.4 of the Wo- 

c)per +he past several years, during the preparation and 
initial execution of m m ,  the ~ a n k  was negligent in th. 
face of v8rbus problema related t o  the state zoning plan Mb 
state conremation uni ts .  In this regard, we would like to  
bring a t t en t ion  to t he  following p o i n t s r  

3.4.1 State toning Legislation 

Although the World Bank, sinc. the initial p b m  of 
m q o t k t b n  for PLUWZûRO, pressed t h e  Cavornment of Rondbnh 
to * o f f k h l b o *  the  s o c i o - e c o n d c  and ecological zoning of the 
state; such i n i t i a t i v e r  have been taken in a tiaiid and 
h u f f k i e n t  manner, from t h e  po in t  of view of t he  1- 
agreeaenu. In this respect, w e  emphasize t h e  following points: 

1. Th. fixst legal instrument related t o  the state toning 
Plan, Decree no. 3.782 of m e  14 ,  1988, was never f u l l y  
iBQbmenteâ due t o  a lack of enabl ing l eg i s l a t ion ,  fn spit. of 
legal nqtlixenmts in t h i s  regard. There is no evidence of 
oversight  on t h i s  issue by the  World Bank during the period 1988 
to 1991. 

2 In September 1989, a new state Const i tut ion was pssd by 
tho Rond6nia S t a t e  -islative krembly;  ia which it was 
ertablhbod, article 6 paragraph 2, t h a t  the state’s Socio- 
ocfmamk and ecological zoning would be i n s t i t u t e d  through a 
q l w m n t a r y  b W D  Horiievar,  it took the txecutive branch mm 
than two yearm to rend a draft of a caupîeaentary l a w  for zoning 
to  tb Stam *iaiative ksembly.  U mntioned earliar, 
capPluaen+ary U w  no. 52, governing th. rocio-economlc .od 
-logical zoning of Rond6nia, was only approved by t he  State 
kmeably on JMcembr 20, 1991. 

During t h b  period, there is no evidence of the Bank t ak ing  
initiatives on its awn accord to  guaranteeJ action on this issue. 

3. A# described above, CoqleaPentary Law No. 52 of December 
20. 1991 deterrined that enabling l e g i s l a t i o n  should be ismued 
w i t h i n  a period of sixty àays. H o t a e v a r ,  it took the Cwerriiont 
of Rondbnia more than t w o  years until it took an i n i t i a t i m  ia 
thb regud, through the i ssu ing  of Decree no. 6.316 on uamh 2, 
1994. During th. interim, there is no evidence of efforts by 
the World Bauk t o  rerolve t h i s  iasue, derpits r€tquimammtS 
t h e  PLMIAlfXIIEo cont rac tua l  agreaaants regarding the 
‘ ins t i tu t iona l iza t ion*  of t h e  state zoning plan. 

1. The Aide nepioires from the Bank‘s supervision missions fn 
Hovember 1992. (ANNEX 6.A) anâ September 1993 (ANNEX 6.8), 
contain no recorâ of Bank âemanäa regarding pLBasures needed to 
establ ish enabling l e g i s l a t i o n  for t h e  state zoning law 
(Coaiplemantary Law no. S 2  of 12/29/91). 

S. In the i n t e r n a l  Bank report dated March 25, 1994, e n t i t l e d  
Brazil t Rondônia and Mato Grosso Natural Resource Hanaganant 
Projects (Loans 3444-BR and 3492-BR) Status of Implementation 
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(AHl0IX 7.8) it is stated t h a t  t h e  Independent Evaluation 
Mttu (IEC) i d e n t i f i e d  " the  necessity of pirrshg enabling 
rogul8tiOnr fo r  t h e  zoning law", Later, the report assert8 t h a t  
follouing the subdssion of t h e  ItC report, the Goverrrinent of 
ïtonclônia approveâ enabling regulat ions for tho rtate toning 
l o g b l a t i o n  and that t h e  World Bank would conduct a detailed 
rn i i l yab  of t h e m  regulations.  

It would bo appropriate t o  inves t iga te  whether or not  t h e  
World Bank campleted an analysis of Decree no, 6.316 of 3/2/94, 
Cool idu iag  t h e  problems mentioned above. !ïb our  knowledge, 
tbere i. no evidence of the Bank having quertioned the contenta 
of thi. decree u n t i l  the August 1994 supemi8ion ELission, which 
war p q m d  by the Forum's June 1994 letter. 

6, Tk Aida Warnoi re  between the Government of Rond6ni.a and the 
IrondQii. llG0 ?om (ANNEX 6.D) r e su l t i ng  from the Bank's August 
1994 8 u p o ~ i r i o n  u s i o n  determined t h a t  t h e  corrective nm8asure8 
would bo W a n  t o  guarantee: 

the nvisiÖn of Decree no, 6.316, the e n d l i n g  regulation 
for C u q l w n t a r y  &w no. 52, with the proposal for the 
alternate dacrse to  be submitted by 10/6/94. 

'Ib d.te, such a measure ha8 not been taken. 

7. In tb. Aide Mawhe from the Bank's most recent  supervision 
iirrion April 1995 (ANNEX 6.t), t h e r e  i r  no record of the 
Bank', having reiterated t h e  iiapOrtance of promoting t j e  
rrVhhn of Docreo no. 6.316, deipite t h e  government's f a i l u r e  
to q l y  v i t h  t h e  actiona out l ined  in the Aide Xemoire dated 
August 1994. 

0, w i t h  regird to the "natriz of -in mviranmentaï  Policy 
fsSue8, ?hasures and Actionma included in KIL#APIXIRO'r 
i n s t i t u t i o n 8 1  reform program (IBRD 1992t51-52, see AwnEx 7.A), 
tho f o l l o w h g  p o i ~ k 8  should be ewhasited, in r e l a t i o n  t o  the  
socio-econoiic and ecological zoning plan: 

a) Amording to  item O 1  of t h e  i n s t i t u t i o n a l  matrix, t h e  
' i D n i t O r a b l 0  actiona' include t h e  "continuous enforcement of t h e  
Zoning plan' on the part of IYERON and t h e  -rest Police. 
Cloarly, this measur, has never been s a t i s f a c t o r i l y  implemented 
by govarnisant agencias Md the World ~ a n k  has bean negl igent  in 
u r u r i n g  its iniplaaientation. 

b) According to  i t em O 1  of the i n s t i t u t i o n a l  matrix cited 
above (ANNEX 7.A), t he  "action8 already taken" include signing 
of Docre8 no 3.782 of 6/14/88 and Complementary Law no. 52 of 
12/20/91. Bowever, t h e  passing of enabling regula t ions  for the 
state zoning l o g i s l a t i o n  i r  not included among the  "actiona t o  
bo takan", Fn a p i t e  of the l e g a l  requirements in t h i s  regard and 
the importance of t h i s  measure for e f f e c t i v e  implementation of 
thm state zoning plan. 



3 4 2 State Conservation Units 

1. S i n c e  t h e  initial negot ia t ion phase of PLANAPLORO, the  World 
Bank h i  pressed t h e  Goveniment of Rond8nLg t o  fonmdlhe t h e  
c rea t ion  of state conservation un i t s .  For example, one of t h e  
Aide Henuire documenta from 1989 states thatr  

The creation of all of the State Conservation Units,  
without restrfctions on the part of'the Federal GdVellLmBnt, 
will be a basic condition for the disbursement by the Bunk 
of any project funds. This condition of disbuneiPenf 
obliges m? and -0 to accelerate the studieu 
corresponding to the creation of these units, and oblige8 
tbe State in general to urgently adopt necessary measum8 
b this regard. (U c-g 

2. During the period of 1989 t o  1991, t h e  Governor of Rondbnia 
Signed decrees c rea t ing  a a e r i e s  of state conservation u n i t s ,  
l a rge ly  in reaponse t o  pressurea from the  World Bank. Bowev8r,  
th. l oga l .  def ic iencieu of these decrees, as described above, 
were not t h e  object of scru t iny  on the  part of the Bank. 

3- Similarly, t h e  World Bank did not  make demands regatding 
the need for ITERON to present t echn ica l  proposals j u s t i f y i n g  
t h e  transfer of federal lands to  the state domain (or thek 
joint adminis t ra t ion with the  state government). These s tep 
a m  l e g a l l y  required for effective establishment of t h e  
conservation u n i t s  defined in t he  cont rac tua l  agraenrents of 
PLWüWLûRO. 

4. Largely ao a r e s u l t  of pressures  from t he  NGO Forum, the 
Aide mire from the ~ank's September 1993 supervision mission 
(ANNEX 6.B) wa8 t h e  f k o t  ouch document t o  contain c o d t t n i e n t s  
regarding the  def- ini t ion of new legal instruments for effective 
es tab l i shnknt  of state conservation uni t s .  I n  t h i s  document, it 
was asserted that: 

bu Mwaber 15, 1993, draft legislation creating the 
category of -tive Res- will be presented to the 
State Legislative Assembly. Subsquently, the respectìve 
decretes for t h e  regulation and creation of each extractive 
reseme will be issued. 

by November 15, 1993, draft legislation creating the 

elaborated and presented to the State Legislative Assenrbly. 
Subsequently, the respective decrees for the regulation and 
creation of each Fms will be issued. 

category of State Sus- u&f Forests (w ) will be 

During a tranmitían in thm Randbnia i t a t e  government in marly 1991, tho 
Itatm ?oremtry Iamtitute (XE?) .nd special Sta te  Smcretuiat for tbe 
BnWirOmmat (SEiuirO) wue irtiagui8h.d w i t h  the crea t ion  of the S t a t e  
Smcrmtuiat  f o r  EavíroriiPllitil iwvelopmcat (SED-). 
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Unfortunately, t hese  tasks was never implemented. 

5. In the documenti of the  Mde neiaoire between t h e  World 
Bank, ItfR and i e  Government of Rondônia dated August 1994 
(A#NGI; 6.C) thr OllaWing conmittments were mader 

S E P ï d W Z O i W ,  together w i t h  SEPAPI and I lZRON,  and Vitb the 
s u g p r t  of LWDP, w i l l ,  by Se tamhar 30, 1994, prepare 8 

8stablbhiw:t:' of conservation u n i t s  in t he  State of 
Rondônia, and w i l l  ensure its submfssion to t he  l W r u a  of 
EF#k and the Snviroruuentaf CNP (Nozmative Planning 

.. ,fe necessary to  define t h e  legal instruments that 
w i l l  cbuacterite a "state Sustained yield foreat' bu 
lMcember le. 1994; 

..sEuAn w i l l  undertake i n  conjunction w i t h  t he  Rondbnf8 
Rubbu Tapper8 Organization (OSR) and ImRON,  and w i t h  tbe 
-upport o' fRJDP, t h e  elaborat ion of a Plan for tbe 

- - ~ t . b l i s h i k  it of Extractive Re8enre8, addressing re levant  
f .soeu r e l a t i n g  to environmental, l and  tenure, bealtb and 
d u c a t i o n  questfom, to be submitted by Novemb8r 1994.. 

To date, these taib have not been completed. 

ducument def ining tbe direct  P ves and procedures  for tbo 

. Caaipfsoion) for discussion. 

6. In tho f ide Mnmirei from t h e  World Bank's aupervhion  
pir~iionr of 11/92, 09/93 and 8/94, there is an abence of 
cwmiwmts regarding the crea t ion  rr- t4me Un&a 
of various state coxmenration u n i t s #  including those defined in 
Sectionr 2.10 and 2-11 of tho Project Agreement8 u Sip 

QsxlaZAo Ertractin, 

I rest) . 
The fide from September 1993 (ANNEX 6.B) defines 

tW limits for t h e  demarcation of consentat ion u n i t s  that did 
not pt e x b t  (for example, Rio Cautbio, CurralFnho and Jacl- 
Parani  Extractive Reservea), but conta in  no evidence of 
overnight  froin World Bank on t i n m  limits for t h e  l e g a l  creation 
of such areaa. 

7 .  Ich. i n t e r n a l  Bank report en t i t l ed  Brazilt Rondbnia and 
Hato G m S 8 0  N a t u r a ì  Resource Iilanageaient Projects (Loans 3444-BR 
and 3492-ER) Status of Dpleaientation (ANNEX 7.B) contains no 
referenco to the i r r e g u l a r i t i e s  pointed o u t  above, desp i t e  t h e  
fact that these issues  were addressed in t h e  Independent 
Evaluation Crumilttee'a report. 

8 .  Tim Aide m i r e  signed by representa t ives  of t h e  World 
Bank, HIR, Government of Rondbnia and UNDP during the August 
1994 supervision mineriona (ANNEX 6.C) does not contain any 
evidence of w e r s i g h t  by t h e  World Bank on t h e  i r r e g u l a r  
demarcations contracted by ITERON, d e s p i t e  v io la t ions  of 
Soctioiu 2.10 and 2.11 of the Project Agreement (as denounced in 
the Fonrm'a June 1994 letter). 
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Despite promises made in t h e  August 1994 Aide WppDka 
between t h e  Forurn and the Government of Rondbnia (ANHElt 6.D), 
ITZRON refused t o  publ ic ly  disclose the  maps showhg bregUlU 
demarcations of conservation uni t s ,  contracted w i t h  funds from 
t h e  World Bank loan. 

3.4.3 

In light of t h e  facts presented above, wa emphasize t he  
following points w i t h  respect t o  t h e  operat ional  directives and 
policies of the World Bankr 

1. According t o  t h e  World Bank's operat ional  policy On 
1Porestxy (OP 4.36, September 1993), borrower count r ies  should: 

"adopt policies and an institutional and legal frameiinrrk to 
guarantee the conservation and sustainable mianagament of 
existbg forests", (1 .d.i) . 
Pbrthermore, OP 4.36 asserts t h a t  borrower countries 

"e8tablfSh the institutional capacity to hplement and 
enforce these committments" (1 . d . v ) .  

kccording to the World Bank's operat ional  po l icy  regarding 

1zb Maintain their legitimacy in the eyes of poìicy-da8 
and local populations, Wildland Management Areas (WWAS) 
=St have a ffrip legal foundation.,.Bank staff should 
BnSUre that Bunk-supported WWILS are established and managed 
within a compatible legal and policy context. 

3. We would like to  point  ou t  that the  facts cited above, 
r e fe r r ing  t o  the absence of a l ega l  and i n s t i t u t i o n a l  framework 
t o  ensure t h e  adequate implementation of t h e  socio-economic and 
eoohgical zoning plan and state conservation uni t s ,  demonstrate 
t h a t  i n  t h e  case of PLANAFLORL), the world Bank has not  
adequately iq lemented  or enforced the  above-mentioned 
operational directives regarding forests and wildlands. 

Operational Directives and Policies of the World Bank 

shoaldr 

2. 
Wildlands (OP 11.02, June 1986) ,  

3*5 -ts on &cal P- 

The facts related above, w i t h  respect t o  omissions of the 
World Bank i n  guaranteeing t h e  exis tence of a l e g a l  and 
institutional franiework for -1-ntation of the state zoning 
plan and state conservation uni t s ,  created am extremly 
p re jud ic i a l  s i t u a t i o n  for various local populations in Ronäônia. 

I n  t h e  case of t he  rubber tappers,  the  lack of effective 
c rea t ion  and establishment of the Extractive R e S e n ~ e i  defined in 
the cont rac tua l  agreements of PLANM'WR~ (for example, Rio 
C a u t b i o ,  Rio Sa0 niguel ,  Rio Jacl-Paraná) has resu l ted  i n  
s i g n i f i c a n t  ham, s ince  t h i s  s i t u a t i o n  has facilitated invasions 
of these areas. 
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The absence of adequate enabling l e g i s l a t i o n  for t h e  state 
zoning plan has, i n  t h e  case of extractive areas (zone O l ) ,  
facilitated disrespect by publ ic  agencies (such as INCRA) and 
subsequent acts of environmental degradation. 

For example, in t h e  region of t he  Caut&io river, constant  
.invasions by logging companies and land speculators ,  f a c i l i t a t e d  
by t h e  non-creation of an Extractive Reseme, has already 
reSulted i n  ser ious social c o n f l i c t s  and envixonmental damage. 

Similar ly ,  indigenous peoples have suffered harm due t o  t h e  
ormisaions of t h e  world Bank described in t h i s  chapter.  The 
f a i l u r e  t o  i n s t i t u t i o n a l i z e  t h e  state zoning plan has 
facilitated invasions by logging companies and land speculators, 
both in ex i s t ing  indigenous resenres (such as t h e  AI Uru-eu-wau- 
m u )  aa well as o ther  locations inhabited by isolated indigenous 
group8 (general ly  in zones 04, 05 and 0 6 ) .  I n  t h e  case of the 
Gleba B u r i t i  (zone 0 4 ) ,  t h e  unbridled f r o n t i e r  expansion 
associated with a g r i c u l t u r a l ,  l i ves tock  and logging has caused 
unmeasured h a m  t o  isolated indigenous peoples in the  region. 

With regards t o  small fanners, it should be mentioned t h a t  
t h e  lack of enabling regulat ions for t h e  s t a t e ' s  socio-economic 
and ecological  zoning has hindered access t o  t h e  m o s t  fertile 
a g r i c u l t u r a l  lands, e spec ia l ly  i n  zones O 1  and 02. A t  t h e  same 
t i m e 8  l andless  r u r a l  workers have been encouraged to  invade 
arezs Of restricted use (according t o  t h e  zoning p lan)  and state 
conservation u n i t s ,  where they o f t en  enter i n t o  conflict w i t h  
t h e  t r a d i t i o n a l  populations of Indians,  rubber-tappers, etc. 

F ina l ly ,  t h e  lack of oversight  by t h e  World Bank on 
necessary -sures for implementation of t h e  zoning plan and 
state conservation un i t s ,  as defined i n  t h e  official documents 
of PLANFALORO, has contr ibuted t o  environmental damage t o  
f r a g i l e  ecosystems, as in the  case of t h e  Corumbiara and Serra 
dos Pa rec i s  State Parks ,  as w e l l  as restricted u s e  zones (e.g. 
Gleba B u r i t i l  w i t h i n  zone 0 4 ) .  Such environmental damage, t h e  
ex ten t  of which is d i f f i c u l t  t o  calculate, has negat ively 
affected t h e  c o l l e c t i v e  interests of c i v i l  soc ie ty ,  a t  tioth the  
regional  and nat ional  leve ls .  
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IV. Environmental Licensfrrg and Protection 

4 . 1  Planned A c W  i n  pLANAFfioR6 

Within PLANAFMIRO, the act ions of environmentaï p ro tec t ion  
have as t h e i r  main objective t h e  strengthening of i n s t i t u t b n a l  
capaci ty  among responsible government agencies (IBMIA, SLDAn Md 
t he  Forest Eata l l ion  of t h e  nilitary Police) as a mean8 to: a) 
protect and enforce t h e  limits of conservation un i t s  and 
indigenous areas,U b) control  and prevent i l legal  act8 of 
deforestat ion,  timber t ranspor t  and forest fires, and pratgct 
endangered wi ld l i fe ,  and c )  promate the sus ta inable  manag-nt 
of forest areas. 

It is worth pointing ou t  t h a t  environmental l i c e n 8 b g  and 
p r o t e c t b n  policiei should be linked t o  the i n s t i t u t i o n a l  reforin 
program ant ic ipa ted  in PWINAFLORD, as part  of efforts to: 

instftute a series of changes in pZicies, regulations and 
public and private investment programs, in order to create 
a wherent base of fncentfves for the sustafnable 
development of Rondbnia (IBRD 1992 s O 1  ) . 26 

It should be noted t h a t  such initiatives are relevant to 
the World Bank's operat ional  policy on FOre8t~y  (OP 4.36), where 
it defined t h a t  borrower countr ies  8hould: 

adopt policies and an institutional and legal fraiwniark to 
guarantee tbe consenration and Bustafnable managenœnt of 
existing forests, and 

e8tabliSh the institutfonal capacity to implement and 
enforce these cdttments. 

4.2 m e  of Devia- 

I n  spite of t h e  innumerable denunciations on the part of 
non-governmental organizations; there persist V a r i O U 8  
governmental policies in t he  areas of environmental licembg 
and enforceiiient that compromise t h e  objectives of consenration 
anä sus ta inable  management of na tu ra l  resources anâ the 
cont rac tua l  agreaprents of P u m F L a i ô .  AS examples of +hi. 
problem, h ighl ight  t h e  following points: 

25 It mhwld be obmemoä that the protection acthi t iam u e  1ink.d to tha 
oàligation of the Goverrpwnt of Rondonia to maintain the comervation uniu 
outlinoä in the contractual agrmœnentm of -0 (bwtiaru 2.10 urd 
2.11 of tâe Project Agreement). 

26 A. pointed out earlier, the maid inmtitutionil reform progru warn 
iddrem~ad in Saction 3.04 of the Loan Agr.aarnt and in maction 2.14 of the 
Projrct A q r m n t .  
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1. The State Secretariat for Enviromœntal D e v e l o m n t  (-1 
hiu unduly recognized "declarations of o c c a p t i o n "  (- 
de), i r r egu la r ly  issued by -8 as a basis f o r  graating 
authorizat ions for f o r e s t  clearing and burning, and hair 
furtheriPore approved plans for "selective f e l l i r g "  (renrmai of 
wood in areas t o  be clear-cut) within restrict:d use area of 
zones 4 (non-timùer forest extraction) and 5 (sustained forest 
m g e m e n t  . 

This mistaken p rac t i ce  was i n i t i a l l y  supported by S t a t e  
Decree no. 4.709 of June 19, 1990 and later by State DeCrW no. 
6.403 of June 10, 1994, bath of which c o n s t i t u t e  an a f f r o n t  to 
the state zoning l e g i s l a t i o n  and the cont rac tua l  agreements Of 
pLANAFIxIR6. 

2. The S t a t e  Superintendent of IBAHA has used "declarat ions of 
occupation" and o ther  land d o c m n t s  i r regular ly- issued by INCRA 
to  approve "managenmnt plans" for timber explo i ta t ion .  

Ibre disturbingly,  1- has approved plans for "forest 
manag-nt" ( i n  r e a l i t y ,  plans for t ree- fe l l ing  tha t  l ack  a 
t echn ica l  basis) without Eonsiderat--3n for the directives of the 
State zoning l eg is la t ion .  For exanple, 1- rout ine ly  approves 
large timber explo i ta t ion  p ro jec t s  t h a t  are located in area8 of 
restricted uae according t o  the zoning plan, and i n  disregard of 
other legal remtrictions.  

This prac t ice  was nof f i c i a l i zed"  by Semice O r d e r  
~-005/94/-W/SUPES/RO Of F&rUW 10, 1993, issued i r r e g u l a r l y  
by the State Superintendent of IBWA in Rond6nia." 

3. Based on Service In r t ruc t ion  no,001/94/SUPES/RO of February 
98 1994 (- 9 . D ) ,  t h e  State Superintendent of IBAIIA also 
permit8 authorizations for forest c l ea r ing  and aselective 
felling" without reference to  the state zoning plan. I n  t h i s  
Im'mer, 1- has already approved various "selective felling" 
PrOj-8, a a l l q i n g  for clear-cut t ing of 50% of p r i v a t e  
p rope r t i e r ,  within zones 04 and OS. 

4 -  Based on authorizat ions for forest c l ea r ing  and timber 
exp lo i t a t ion ,  rBAXA has granted "Authorizations for the  
Transport of Forest Products" (ATPFs) t ha t  l e g a l b e  t h e  
t r anspor t a t ion  of roundlogs to local s a d l l s .  Xn r e a l i t y ,  such 
documents issued by SEDM and IBA?SA are de l ibe ra t e ly  used to  
disguise t h e  illegal renioval of a huge volume of timber frm 
vast areas, pr inc ipa l ly  indigenous reaerves and other 
conservat ion uni t s .  I n  o the r  wordse t h e  policies of gopernmant 
agencies responsible for environmental p ro tec t ion  i n  Rond6nia 
have an inverse functions i.e. t o  facilitate environmental 
degradation. 

2' In April 1995, a f.d.r.1 judga i a  nondania iirurd a remtraining orelu, 
dmclufna illegal thr dwro-muatfond S-icm War 8igiL.d by the 
l u p u i n  .Pd.nt of I W  in Roadáda. Tu8 Lpot+.nt dodiion V.m tha 
âírmat rmmult of a popular Action (A#o P a p u l u )  Iausuit initiated by 
mmnbu. of th. w o o  ? o m  of Rond6lli.. , 
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5'. ActiaM in enforcement and e n v h o n m n t a l  ptOtOCtiOn i n  
Rond6nia h8w recently been rendered p r a c t i c a l l y  inviable, air a 
r e s u l t  of the failure of IBAHA, SEDAW. anà the Forest Batallion 
t o  sign the cooperative agreeorents envisaged i n  the  officfl l  

'dacumentr (w 
Arrreemant) 
6'. In addi t ion  t o  t h e  facts stated above, there exfit  
innwærable examples of political in te r fe rence  i n  tbe 
environmanta1 agencies t h a t  operate in Rondônia (I-, SPUII, 
Forest Police); t h i s  interference has r e su l t ed  in the 
para l iza t ion  of enforcement activities t o  prevent i l l e g a l  acts 
of deforestat ion,  timber exploitation, etc'. 

4.3 -8 t o  u the  W v  

The following preaents  some examples of attempts t o  inforin 
the World Bank about t h e  problems described above: 

1. In t he  "Open Letter" of xarch 12, 1992, s e n t  by t he  Foniin 
of NGOs of Rond8nia t o  t h e  Executive Directors of t h e  world Bank 

*'...The mjority of the areas defined for sustainable 
tfniber management are being pillaged, due to the negligence 
of SERAW, the ForePt Police and IRMA. There are various 
C U 0 8  of documents irregularly issued by these ag8ncie8, 
which reflect the political interference of BcOIIcIQILIc 
interests associuted w i t h  the predatory exploitation of 
timimr in zone OS and ewen areas of permanent preservation 
(zone 06) . . '. 

2. The contradict ions i n  environmental l i cens ing  policies, 
along w i t h  the  inef fec t iveness  of enforcemant activities, have 
been camunicated to t h e  World Bank in several docunrants 
elaborated by t he  A!GOs in Rond8nia. 

As evidence, w refer t o  t h e  following documents of the 
Nondônia Rubber Tappers Organization (OSR) and ECOPOa Sent to  

a) O f f i c i a l  Letter no. 19/93 from ECOPOR& dated March 9, 
1993, s e n t  to the Governor of Rondônia, -8 ITERON, and the 
Foreat Police (ANNEX 4 4 ;  

b) O f f i c i a l  L e t t e r  from OSR and ECOPm, dated April 26, 
1993, addreiiied to  the Guvernment of Rondônh's secretariat for 
Enviromæntal Developpent (SEDAM-RO) (- 4 .E) ; 

c )  O f f i c i a l  Letter from OSR dated June 23, 1993, rent to 

(ANNEX 3.A), it Was alerted that: 

goverriipent a u t h o r i t i e s ,  c w  to : 

SEDAMI ITERo#, E R A ,  I-, t h e  Forest Police and the Executive 
Secretariat of pLANMZoR0 ( ~ # ~ e f (  4.F); 

d)  Official Letter no. 122/93# from ECOPOM, dated November 
22, 1993, sen t  t o  t h e  State Secretariat for Environmmtal 
Development (SEDAW) (ANNEX 4.G): 



e) O f f i c i a l  Letter no. 41/94 from ECOPORI~, dated April 7, 

f )  Official letter no. 052/94 from ECOPOR8, dated M y  14, 
1994, addressed to the PresiäenL of IBAISA (ANNEX 4.1);  

g) O f f i c i a l  letter no. 55/94 from ECOPOï@, dated Hay 23, 
1994, addressed to SEDAH, PWF, ITERON, IBAMA and INCRA ( A N N X  

3- On Hay 4 ,  1993, ECOPOa sent  O f f i c i a l  Letter no. 048/93 to 
Wr. Francisco V i t a ,  the local World Bank representative i n  
Cuiabá (Hato Grosso) denouncing invasions of extractive areas 
that were encouraged by the environmental licensing practices of 
SEDAn, the ineffectiveness of enforcement actions, and the  
Government of Rond6nia's lack of political interest ,  in the face 
Of larga logging and cattle ranching interest8 (ANNEX 4.0). 

4. In the  first report of the Indepndent Evaluation C o m m i t t e e  
(nC) of PLANAPLORO, problems were also ident i f ied  w i t h  respect 
to environmental l icensing policies and enforcepien+ activities . 
The Executive Summary of the report warns about: 

the existence of contradictory policies and procedures for 
environmental licensing, on the part of state and federal 
envfronmental agencies ( S m w f  and I-, respectively). 
The inappropriate application of legal instruments, 
particularly with regard to penuits  for forest clearing and 
-nial ìogging, have actually encouraged the 
indiscriminate and predatory use of natural resources. 

In this regarâ, it should be emphasized thatr i) S E W  has 
issued licenses for forest clearing (including within the 
restricted areas of zones 04 and 05) without field 
inspections or requiring prior demonstration of formal land 
owiership and ii) IBAIYA has approved plans for selective 
logging and * "forest management ", without consistent 
technical criteria and field inspections. The above 
practices are prerequisites for the granting by XBAMA of 
"Authorizations for the Transport of Forestry Products * 
(AmFs) which are widely used by timber coiPpanies to 
facilitate illegal logging operations within vast tracts of 
forest, including indigenous resems and other 
conservation units. 

1994, O a t  to SEDAM, P m  and IBAMA (UJHEIt 4 . H ) ;  

4.J). 

... additional factors limiting the effectiveness of 
activitias environmental protection, such asr i) the 
insufficient involvement of the State Public Prosecution 
Service (Ministério Pdblico Estadual), that has remahed 
ill -prepared to address current demands on environmental 
issues, ii) tbe lack of police inwstigations into 
environmental crime#, and iii) the lack of collection of 
fines, on the part of the State Prosecution Service, among 
those charged with environmental crimes (such fines have 
not bein registered in public finances as debts owed to the 
state) 
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5 .  The letter from t he  Forum of NGOs of Rondbnia to the 
"Central Forestry Unit" of the World Bank, dated May 16, 1994 
(ANNEX 3.C) c r i t i c i z e d  t h e  environmental l i cens ing  policies Of 
governmant agencies in Rondbnia, making the observation t h a t 8  

-..all of this documentation provided by SEDAII and IIEUIU 
U88d to disguise the illegal extraction . .  of huge volumes of 
timber from vast areas, # a d  

ies 
have 

In other words, of the a o v e v  

to f u t a t e  -vir-tal 
-on At the same time, indiscriminate 
deforestation on l a r g e  estates and public lands s h p l y  
invaded for specuiative purposes, as well as the uncurbed 
theft of timber, typically go unpunished, as a result of 
the traffic of influence within government agencies such as 
IRAHA and SELUN. 

Unfortunately, such mistaken policies in the area Of 
envkonmental licensing and protection have not been 
questioned by the staff of the IBRD or by the governmental 
authoritìes responsible for the admulistration of 

. .  
consemawn w. 

v szwmmmwl & u ? ?  in Randbnfa 

PWLNAFWRO. 

6 -  In t h e  Forum's letter of June 15, 1994 t o  the  World Bank, 
denunciations were once again made regarding:. 

..-the lack of coherence in the current systea of 
environInental lfcenshg, in which authorizations for  forest 
clearing, burning and timber exploitation disregard the 
state zoning regulations and enviromental legislation, 
therefore encouraging acts of environmental degradation, 
including the illegal exploitation of timber in indigenous 
areas and othef conservation units; 

.--the ineffectiveness of the present system of 
environmental protection and enforcement, mainly due to 
interventions by political and BconcUIuc interests, 
r8SUlting in a situation of generalized inp>Unity that 
encourages illegal practices of environmental degradation. 

4.4 -d R U  

During t h e  preparation and i n i t i a l  execution of m R 0 ,  
t he  World Bank was negligent i n  the face of various problema 
related to PLA~AELORO s envirozmental p ro tec t ion  activitiem. 
These omissions are contradictory t o  t h e  Bank's deterinination to 
e s t a b l i s h  an i n s t i t u t i o n a l  franieiisork of public policies ahmi at 
conserving and sustainably managing na tu ra l  resources, an 
described i n  t h e  cont rac tua l  agreements of PLñNAFLORO (u 
3.04 of A-. s e u  of the P a c t  
Aareement) 

41 



A8 evidence of the  World Bank's omissions, we would like to 
bring into consideration the following facts: 

1. The Aide Memire documents from t h e  Bank's supervfsion 
m b S i O n a  in November 1992 (ANNEX 6.A) and September 1993 (ANNEX 
6.8) contain no committments regarding changes i n  t h e  
enviraniaental l i cens ing  procedures of S m  and IBAHA, in spite 
of alerta froin NGOS and t h e  cont rac tua l  agreements of -. 
2- I n  t h e  World Bank's internal report e n t i t l e d  Brazilr 
Rondbnia and Wato Grosso Natural Resource Management Projects 
(Laan8 3444-BR and 3492-BR) Status of Implementation (Harch 258 
1994) (ANNEX 7 . B ) ,  t h e  only mention of t h e  problems b n l v h g  
env i romen ta l  l i cens ing  appears i n  a reference t o  the 
preliminary report of the  Independent Evaluation C d t t e e  
( I E C ) .  Even here, i n  con t r a s t  t o  t h e  detailed descr ip t ion  of 
problem8 i n  t h e  IEC report, t h e  i n t e r n a l  Bank document s-ly 
cites : 

the need to improve environmental licensing practices, with 
particular attention to forestry exploitation. 

3. During t h e  World Bank/HIR supervision mission of August 
1994, t h e  pr inc ipa l  ob jec t ive  of which was t o  d iscuss  the 
Forum'8 June 1994 letter to t h e  President  and Executive 
Dizeztors of t h e  Bank, t h e r e  were f i n a l l y  some advances made in 
the d b c a a s i o n r  regarding the  problems of environmental 
l i cens ing  and protection. 

GOVernnient of Rondbnia and t h e  Forum of NGOs of Rond8nia (ANNEX 
6.D), registers t h e  following measures with regard t o  
"Environmental Mni tor ing ,  Protect ion and Licensing": 

The Aide !%mire of AUg'llSt 98 1994, Signed by 

The Public policy Working Group shall revise IBWA's 
Semice Instryction no. O01 and Service Order no. 005; and 
present by 9/30/94 a proposal for needed revisions or 
otherwise cancellation by the President of IBAPUL; 

The Working Group shall revise the proposal for the 
agreement betnwn IMm and the Government of Rondbnia, 
adapting it to current reality and securing it8 
effectiveness by 9/30/94 . 
The -bica1 Cooperation Program of UNDP will draft a 
proposal for training in environmental legislation and 
operational procedures, with regard to e n v i r t a l  
protection and licensing, by 10/15/94.  

Noreover, t h e  Aide m i r e  signed by t h e  IBRD, MIR and the 
Governnœnt of Rondbnia on August 12, 1994 (ANNEX 6.C), states 
t h a t  : 

SEMH will be responsible for the legal establismnt, by 
September 30, 1994, of the continuation of an agreement 
with I- aimed at promoting the conservation of nature 
and its resources, especially in observance of the federal 
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Pbrestzy Code and Law for Protection of Fauna. lb make it 
better suited to PWSNAPZORO, this agreement should include 
new clauses making viable a better integration of the twu 
institutions for the optimization of programmed actions. 
hesse clauses may consider the revision of licensing 
procedures, witb an enphasis on instruments such as Service 
Order no. 0 0 5 / 0 4 / S m ~ s / ~ 0  of 2/16/93 and Service 
Instruction no. O01 / 9 4 / m E S / R O  of 2/9/94 , whose 
application has largely contributed to the intensification 
of deforestation in the state, aside from pronwting 
conflicts witb relation to the state zoning plan. 

E m v e r ,  none of the  masures  in environmental l i cens ing  
and pro tec t ion  have been carried o u t ,  as an t i c ipa t ed  i n  t h e  A i d e  
Henmkre f r a m t h e  Bank's August 1994 supervision mission. 

4. In the Aide Xemoire from t h e  Bank's latest supervis ion 
mission (March-April 1995), there is no evidence of demands from 
the  Bank regarding implementation of revis ions i n  environmental 
l i cens ing  policies, as defined in the c d t m e n t s  of t h e  Aide 
Hemire dated August 1994 (ANNEX 6 .E) .  

5. As previously described, t h e  Bank's opera t iona l  po l icy  on 
Forestry (OP 4.36) states that borrower count r ies  should: 

adopt policies and an institutional and legal framework to 
guarantee the conservation and sustainable management of 
existing forest, (1.d.i) as mll  as establish tbe 
institutional capacity to implement and enforce these 
camaittments (1 .d. v )  . 
The problems describeä i n  t h i s  chapter,  related to 

environmental l i cens ing  and protect ion,  i l l u s t r a t e  t h a t  in t h e  . 
design and hpleaænta t ion  of PLANAFLORO, t h e  Bank ha8 not 
adequately followed its own operat ional  directives regarding 
both Forestry (OD 4.36) and Wildlands (OP 11.02) 

6. The "Hatrix of Environniental Pol ic ies ,  Measures and 
Actions" which formed t h e  basis of PWLNAFLORO's i n s t i t u t i o n a l  
reform program (ANNEX 7 . ~ 1 ,  contemplates environmental l i cens ing  
and protec t ion  actions i n  various i t e m s .  

According to  items 01, 02 and 07 of the  i n s t i t u t i o n a l  
framework, t h e  "=nitorable actions" include the  u t i l i z a t i o n  of 
remote sensor  images t o  m n i t o r  the i n t e g r i t y  of the  state's 
8 o c i o - e c o n ~ c  and ecological zoning and of conservation u n i t s  
( including indigenous areas ) , rapidly de tec t ing  acts of i l legal  
CkfOreStatiOn, opening of roads and encroachmant (IBRD 1992151- 
52). EoIiFBver, without adequate monitoring on the  parr of t h e  
Bank, t h e  fev i n i t i a t i v e s  in t h i n  regard have been timid and 
inconsequential. 

4.5 * 
The omissions of t h e  World Bank, w i t h  regard to  f a i l u r e s  to 

enforce isplementation of necerrary r e f o m  in environmental 
l i c e w i n g  and protect ion within PUNAFLORO, have pexmitted t h e  
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Continuation of government policies and practices that  encourage 
invasiona of protected areas and other acts of environmental 
degradation. 

We argue that  such omissions on t h e  part of the Bank have 
abversely affected various local populations in Rondbnia, 
especial ly  the rubber tappers, riverine populations and 
indigenous populations who inhabit the areas where the predatory 
use of natural resource# has occurred, principally in the  form 
of deforestation and timber exploitation. 



V. Inre8tmant Programb/Xedia Program 

5.1 -Actions i n  P m  

According to t h e  World Bank's Staff Appraba l  Report, the  
i n s t i t u t i o n a l  reform program in PLANAFLORO should include, among 
other  measures : 

- tbe elimination of economic and fiscal incentives tbat 
encourage iaef f icien t resource al location, non-sus tainabl e 
private investment and environmental degradation 

- t h e  revision of Federal and State investnent  programer, to 
take into account land use capabilities and other 
environmental considerations 

During negotiations on t h e  loan for PLANAFLORO, t h e  Federal 
Government and t h e  State of Rondónia provided assurances t h a t  

s would be i n s t i t u t i o n a l  reforms a t  the  state pnd f a  level 
implemented during the  execution of the program. 

Furthermaore, it was agreed that by September 30 of each 
year, t h e  State would send t o  t h e  Bank, for ana lys i s  and 
m n t c v y ,  any modifications in t h e  investment programs 

3.04 of the Lo-nt). 

- 

foreseen for t h e  next year (m 3-14 of P r w  t 

The i n s t i t u t i o n a l  reform program fu r the r  an t i c ipa t e  t h e  use  

the reduction of the rate of spontaneous migration to 
Rondbnia, through the  dissemination of infomation in oMer 
regions of the country, especially in states from which 
most  migrants' originatef to explain the  agro-ecological 
zoning and the State's new policies on land occupation. 
(IBRD 1992:50) 

of an  informative media program, aimed at: 

5.2 Evidence of Dev i u n m  

With regard t o  investment policies and the  media program, 
as defined in the official docupPents of PLANAFLOR08 the  
following facts should be notedt 

5.2.1 Rural Credit 

Within PLANAFURO, a rural credit fund (FUNDAGRO) was 
created, w i t h  t h e  goal of encouraging the adoption of 
agroforeatry system amng small faxmers i n  Rond8nia. 

H O Y R V ~ I ~ I  there axe other rural credit programs i n  Rondbnia 
with a much l a rge r  volune of reaources, t he  directives and 
priorities of which have not been made compatible w i t h  the  
objectives of t h e  state's zoning and PLANAFLORO. Thia s i t u a t i o n  
cainpromhea the effect iveness  of pro jec t  i n i t i a t i v e s .  

45 



For examgle, t h e  Bank of t h e  Amazon (BASA) through the 
N O r t h a r n  Const i tut ionkl  Fund (FNO) has privi ìedged the expansion 
of cattle ranching in t h e  State of Rond6r4.A. Ia 19948 M S A  
projected - Fnvestppents on the order o US$ 32 ia ï l l ion,  bene f i t t i ng  3,800 pro jec t s  h the l i v e  cock Sector. I n  
con t r a s t ,  for agr i cu l tu ra l  sector BASA set aside only US$ 4.3 
&lhI in i???ô fund8 for approxipiately î , 7 0 0  projects .  

Recently, it was confirmed t h a t  BASA approved subsidized 
financing for a large cattle ranching p ro jec t  using PZJO funds, 
t o  benefit a l a r g e  property w i t h  a land title that was 
h g t l h r l y  granted by INCRA, Of kbSA& AbyDb 
- % ! t .  I n  r e a l i t y ,  the  i n t e r e s t e d  par ty  i a  the "ownerm 
of a i x  landholdings t o t a l l i n g  approximately 2,500 hectarecl, a l l  
of which received titles (CPCVs) issued by INQU in 1991, 
follawuig creation of the Rio Abuná S t a t e  Forest (Decree no. 
4.572 of 3/23/90) -2' 

5 . 2 . 2 Fiscal Incentives 

As an example of t h e  lack  of coherent criteria in fiscal 
incent ive  policies, it can be verified that  SUFRAMA has conceded 
exemption8 from t he  Indus t r ia l ized  Products Tax (UgssgQrrobre 

s - xPf) to logging companies F a t i n g  
wi th in  zone 04, as in the example of t h e  region of PA B u r i t l  
(BIUniCfpality of Campo Novo) . 

5.2.3 Road Transpar t  

I n  the  elaborat ion of PLAKAFLORO, it was defined that the 
Departniant of Highways (DER-RO) should elaborate a " S t a t e  Road 
Plan", ident i fy ing  a l l  e x i s t i n g  and planned rural roads and 
highways in Rand6nia and ensuring their compatibi l i ty  w i t h  the 
socio-economic and ecological  zoning plan. Euw8ver, t o  date, 
t h e  State Road Plan and its respective map have not been 
presented by DER-Pa. 

I n  the  absence of a road plan for t he  State of Rondenia, a 
series of problems have occurred, including the  following: 

1. Typically, t h e  opening and maintenance of r u r a l  roads are 
carried o u t  by narnkipal governments ( w i t h  t h e  co l labora t ion  of 
logging c q a n i e s  and other interested parties) which do not 
recognize t h e  state zoning plan or other pe r t inen t  e n v h m n t a l  
l e g i s l a t i o n .  For example, t h e  governaients of Nova  napOr6 and 
C q  Novo have agreed t o  the  opening of highway BR-421, which 
run8 through the itaripuna Indigenous Mea, t h e  Guajará-ñirim 
State Park and part of t h e  upper Rio Jací-Parand area which is 
located i n  zone 04  (non-timber forest ex t r ac t ion ) .  

20 It mimuid be notid tiut tâa MO ai state poremt warn irrclucàui in 
Section 2.10 of the Project A g r r e u i t  am a corumrration Unit to k 
maintaìrud by the Government of Rondonia thrmghwt tho impl.awntation of 
PLnXhmaiO. 
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This a i tua t fon  was conmcunicated by the F O ~ U S  in a previous 
correspondence t o  the World Bank (ANNEX 3.D) and waa r ecen t ly  
the object a denunciation by CüNPiR (Coordination of the Union 
oñ Indigenous Peoples and Nations of Rondonh, Northern Hat0 
Grosso and Southern Amazonas) t o  the  üN Human Right8 CoPPiPirrrion, 
in a letter dated Hay 10, 1995 (ANNEX 4.10 

2. I n  1993, DER-Rû published a state road map tha t  displayed 
several planned roads t h a t  would be inconsis tent  w i t h  t h e  state 
zoning plan and t h e  exis tence of several conservation units 
(AWNEX 15.B). As previously xœntioned, DER-RD has not y e t  
published a s u b s t i t u t e  map. without an official govenuœnt map 
for reference,  camniercially-produced maps of t h e  state 
(including those used in schools) have t y p i c a l l y  displayed 
projected roads t h a t  t r ave r se  indigenous areas and o t h e r  
conservation un i t s  . 

5.2.1 Energy Sector 

Currently, ELE!Rü)mRm is planning t o  cons t ruc t  t he  Ji- 
Parmá ãydroeïectric Plan t  in ROnd6nh, with a 512 Mw Capacity 
and investments of US$ 78û mill ion (over three times the cost of 
pLANApLoRo).39 The construct ion of t he  p lan t  is scheduled t o  
begin in 1995, with an estimated completion date of March 2003. 

It should be einphasized tha t  the Ji-Paraná dam w i l l  flood 
an inaœnae area of forest along the  Ji-Paraná river, including 
POrtiolill of the Janí Biological Reseme and t h e  Lourdes 
Indigenous Area, as w e l l  as the lands of approxfmately 5,000 
mall farmers. 

In  s p i t e  of t h e  s ign i f i can t  social and environmental 
impacts foreseen, an analys is  of a l t e r n a t i v e  investments has not 
yet been realized. Public hearings have also not been held, a 
Step required by Rasolution 001/86 of CûNAXA, w i t h  respect t o  
t h e  EIA/RiM elaborated for t h e  said plant.  

5.2.5 Wedia Program 

The bfozmative program about pLANApL(IR6 and the state's 
s o c i o - e c o n d c  and ecological  zoning plan, out l ined  in Sect ion 
2.09 of the Project Agr-t, was never impleaented by the  
G o w m n t  of Rondônia. Obviously, t h e  annual revhiom of t h i s  
prograP, which were t o  be s e n t  by Noveakrr 15 of each year  to 
the World Bank (according to  t h e  i n s t i t u t i o n a l  reform programi of 
PïANWLûRO) were also never realized. 

Contrary t o  t h e  reguix-nts made in the cont rac tua l  
agreements of PLANAFLORO, the  Government of Rondônia has 
dimemhated diitorted information in t h e  media regarding the 
r e a l i t y  of t h e  State. An example of t h i s  fact is the pub l i c i ty  
entitled "Rondbniar The Front ie r  of Progresaa t h a t  was 

29 Programa De-aal d. Geraçao 1994/2003, Simtana I8olado8 dam Cepitcim d. 
Regfio Norte ,  Final R e p o r t ,  Cycle 1992/1993, Rio de Janeiro, EIS-, 
ûaucmbrt 1993. 
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published as a ló-page "special Informative Bul le t in"  in a 
recent  edition of "ISTO le*, a national weekly magazkie of w i d e  
Chculat iOn within the Brazilian business c-ity. AS a9 
axample of its contents ,  we cite a passage of the docunrrnt that 
r e f e r r  t o  PLANAFLORDr 

In s p i t e  of i t s  p o s i t i v e  r e s u l t s ,  there are those who do 
not agree w i t h  the program for political reasons. "The 
f i l p l m n t a t i o n  of PIJLNA~ZORO vas g r e a t l y  delayed because of 
-8, who, for p o l i t i c a l  opposit ion,  pressured the  World 
Bank to  i n t e r r u p t  tbe programm say8 Govenior Piana. -But 
f o r t u n a t e l y  we uere able t o  overcame these O b s t a C l e S - "  

The r e s u l t s  are evident .  Tbe c lear ing  of v i r g i n  forests, 
which 1985 reached an unbel ievable  tkiO mil l ion  hectares -- M area which corresponds t o  two times the size of 
Belgium -- has now f a l l e n  to  around 40 hec tares  (sic). 

The exis tence of an informative prograni i n  t h e  media is 
fundamental when considering t h e  cu r ren t  level of misinformation 
m n g  t h e  general  publ ic  about PLANAFLORO and the s o c i o - e c o n d c  
and ecological zoning plan. Aside from t h e  type of pub l i c i ty  
cited above, t h i s  misinformation i a  due, in l a r g e  part, to t h e  
declaratioru of politician# i n  t h e  media. These p o l i t i c h s  
t y p i c a l l y  argue that :  i) t h e  a t a t e  zoning l e g i s l a t i o n  is a 
"straitjacket" which ia w i n g  t h e  development of t h e  State, 
ii) the  state zoning and its environniental concerns are 
i m p s i t i o n s  of t h e  World Bank and iii) PLANAFLORO represents  
"to0 l i t t le money" for t h e  g o v e r x p n t  and businessmen t o  
r e l i n e p i o h  t h e  "development" of t h e  State, 

5.3 -S to u W- 

. Regarding t h e  problems described above, varios att- 
-re made t o  inform t h e  World Bank, includingr 

1. The letter dated December 11, 1989, signed by Osmarino 
Amâncio R o d r i g u e s  (Secretary of t h e  National Council of Rubber 
Tappers) and Ailtoa Krenak (National Coordinator of t h e  Union of 
Indigenous Nations), s e n t  to nr. Shahid Humsain (Vice President  
for Latin -rica and the Caribbean) and m a n e  C h o k s i  
(Director, Brasil Department) of t h e  World Bank (ANNEX 1.B) , 
discussed t h e  problem of road construct ion by governmental 
agencies , without regard for zoning l e g i s l a t i o n  and 
enviro-ntal impact s tudies:  

fW know t h a t  the Machadhho-Tabajara road c u t s  across an 
area designated as zone 04, for e x t r a c t i v e  a c t i v i t i e a ,  and 
was just  opened without the preparat ion of the l e g a l l y  
required environmental w e t  s t u d y  (RIM). 

2. Again, it worth noting t h e  January 9, 1990 correspondence 
t o  Hr. E. Pa t r i ck  Coady, World Bank Executive Director, i n  which 
35 Brazilian and i n t e rna t iona l  NGOs (ANNE)( 1.C) alerted that: 

49 



Currently, the pro jec t  l a c k s  specific nmasures and 
thel ines  that  obl ige the Bras i l i an  Government t o  guarantee 
the proposed agro-ecological zones. F o r  example, arem 
designated as e x t r a c t i v e  reserves are curren t l y  the site of 
road construction. 

31 In t h e  document signed by 19 non-governmental organizations 
from Rond¿5nia, s en t  on February 22, 1990 to Mr. Shahid Busrain 
( V i c e  President for Latin America and the Caribbean) of the 
World Bank (ANNEX l.D), it was stated that: 

" . . . W i t h i n  the s t a t e  e x t r a c t i v e  forest of u0 Preto-  
Jacundá, a road l i n k i n g  the Machadfnho and Tabajara 
settlement pro jec t s  is being opened t h a t  would f a c i l i t a t e  
the invasion o f  the  area by land speculators  and logging 
canpnies . . 

4. The document e n t i t l e d  "open Letter" sen t  by t h e  Forum of 
NGOs of Rondônia on 3/12/92 t o  the Executive Directora Of t h e  
World Bank (AN#EX 3.A), it was stated: 

The Xaripuna (Indians)  are..,being threatened by the 
construct ion of  BR-421, which would r e s u l t  u1 the reduct ion 
of their lands by 20 thousand hectares. Such a p r o j e c t ,  if 
executed, would bring grave consequences, not only for the 
Karipuna, but a l s o  t o  the isolated indigenous groups which 
inhab i t  this area, and furthermore w u l d  threaten  the 
boundaries of the Lages and üru-eu-rirnu-wau Indigenous 
Areas. 

5 .  The problems c i t ed  above, involving investment and rural 
credit programs, the  energy sector and road construct ion were 
all i den t i f i ed  i n  t h e  preliminary report of t h e  Independent 
Evaluation C o m i t t e e  (IEC) in February 1994. 

I n  t h i s  regard, it is WTth noting t h a t  t h e  document 
e n t i t l e d  "Record of t h e  Meeting on Preliminary Impressions 
Per t inent  to t h e  Implementation of PLANAPLORO~, realized on 
September 27, 1993, w i t h  t h e  pa r t i c ipa t ion  of ambers t h e  IEC 
and a World Bank representat ive states t h e  following: 

"The ComPri t tee  expressed its concerns w i t h  the publ ica t ion  
of a road map by DER-ROI i n  1993, which showed planned 
roads that would compromise the sucio-economic and 
ecological  zoning plan and various conservation and 
environmental preservat ion u n i t s .  Althougb it i s  asser ted  
t h a t  t h i s  JMP was published a s  a r e s u l t  of the deple t ion  of 
an earlier version, and t h a t  it was based on the road p lan  
from t h a t  period; the pub l i ca t ion  of  th io  map i s  a l h g  
in t h a t  i t  could be in terpre ted  as a lack of official 
caipmitment from the Government of Rondbnia t o  the state 
zoning plan,  and i n  this manner, seme to encourage 
invasions and land  speculat ion.  The World Bank 
representa t ive  confirmed t h a t  shortly, the Government of 
Rondbnia should present  a new road plan,  compatible wi th  
the recommendations of the s ta te  zoning plan ,  to  he 
published shortly therea f t e r .  T h i s  map should inc lude  the 
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lfrmfts of the various zones, as well as those  of 
conoervation units," 

6. The probl- described above, involving the state and 
federal level investment programs, were also cmmunicated to the 
World Bank in t he  letter from t h e  Forum of NGOa of Rondônia 
which was sen t  t o  the President  and Executive Dizectors of t h e  
Bank OIi 6/:3/94 ( m X  3.D). 

5.4 of t h e  Wo- 

With regard t o  t h e  problems involving t h e  investment and 
a i a  program defined in t h e  official documents of KANAPIXIRO, 
we would like t o  point ou t  t h e  following omissions of t h e  world 
Bankr 

1. According to  item 05 of t h e  matrix of i n s t i t u t i o n a l  reformm 
PLMUFLûRû ( (IBRD 1992:52), joint evaluat ion w i t h  government 

agencie8 should be carried ou t  by the supervision mfsiions Of 
t he  World Bank t o  review p o l i c i e s  of economic incentive8 and 
needs t o  make these conpatibile w i t h  t h e  recomumdations of t h e  
state ~ocio-economic and ecological  zoning plan. 

Bowever, the ex is tence  of t h e  problems i d e n t i f i e d  ¿LbOVS, 
w i t h  reapezt t o  r u r a l  credit, electrical energy and f:acal 
incent ives  demonatrate t h a t  such j o i n t  evaluat ions have not  
taken place in a satisfactory manner. 

2, Considering the impact of the opening of new roads on the 
dynaniic of f r o n t i e r  expansion i n  Rondbnia, as w e l l  am the 
already nmntioned problems of t h e  new roads' incompatibility 
w i t h  the  state zoning plan (888, for example, t h e  letter f r o m  
c#s and UNT, dated October 1989, ANNEX l.B), the World Bank 
should have demanded t h e  p r i o r  e laborat ion of a Master Road Plan 
(which would have s e ~ d  as a guide for municipal goverzmentr) 
aa a pre-condition for disbursement of the road transport sector 
funds of KANAPLX).. Strangely,  t h e  World Bank adopted thim 
policy for t h e  river t r anspor t  sector (IBRD 1992r29, item 3-39), 
but  not for investments in road t ranspor ta t ion  (in i p i t e  of 
t he i r  i n f i n i t e l y  g rea t e r  socio-enviæonmental impacts). 

I t  should be observed tha t  t h e  loan docuaents for 
PUNAFLûRû did not def ine  a tMe schedule for conclusion of the 
Master Road Plan for Rionâbnia. The Aide menmire docuasnts from 
t h e  supe rvb ion  mbsions of November 1992 (ANNEX 6.A) and 
September 1993 ("EX 6.B), also contain no schedules f o r  
submission of t h e  Haster Road Plan. 

O n l y  i n  t he  Aide &Skire docunient from the world Bank/XIR 
supervision mission of August 1994 (ANNEX 6.C) was there mention 
of t h i s  subjec ts  

the mission was inforated that  t h e  documents related to  tñe 
M8t8r Road Plan wiZl be ready for t h e  CNP ( N o r P a t i W ?  
Planning Commisirfon) by August 22, and w i l l  be sent far 
revision t o  MIR and the  Bank w i t h  t h e  ConunentS of the Qsp 
by September 30, 1994. 

so 
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K ï û  s h a l l  send to the Bank, by Septembat 30, 1994, tbe 
bwstment plans of t h e  federal agencies in Roadônia, 

-. principally of m, süMM, SI~ERAWA, ELE!FRoNORT!E and otb&rr 
rmlevant t o  the raanagament of PLAMEZORO* 

Apparently, these coamittnmnts from t h e  August 1994 aiâe 
riaoh have not y e t  been f u l f i l l e d .  I t  should be noted that in 
t he  Aide Henuire frcnn t h e  Bank's latest supervision mission 
(Warch-April 1995), there are no specific criimaitsents related t o  
the State Road Wter plan, fiscal incent ives  policies or 
investments i n  the energy sector, in con t r a s t  to t h e  Aide 
Xe8d.m of August, 1994. 

3. In s p i t e  of t h e  warnings made by NGOs and t h e  Independent 
diraluation C o n d t t e e  (mc) , the  Bank's i n t e r n a l  report e n t i t l e d  
Brazil8 Ronâbnia and Mato Grooso Natural Resource 1Yanagmnt 
Projects (Loans 3444-BR and 3492-BR) status of ïbplementation 
( m c h  25, 1994) makes no comments about t h e  problems i d e n t i f i e d  
above, involving state and federal investment programs ( m X  
7 .B) . 
4. In  t he  case of t h e  the media program an t i c ipa t ed  in t h e  
loan agrmiuœnti for PLAMIFLORO, there is no record of overs ight  
by t h e  world Bank, i n  t h e  A i d e  Wemoires of N o v e m b e r  1992, 
September 1993 and August 1994 and Apriï 1995, in s p i t e  of t h e  
lack of i q l e m n t a t i o n  of t h i s  a c t i v i t y  by t h e  Government of 
Rondônia 

5.5 -ts on 

Tbe present  ami po ten t i a l  adverse impacts of world Bank 
Od.ssionii, related t o  t h e  lack  of implementation of refom in 
invesmænt and iaadia programs, am defined in PLñNWLûRû's 
cont rac tua l  agreements, are considerable. 

The lack of ouersight  on the part of t h e  Bank regarding t h e  
hplemaentation of a Haster Road Plan for ñondônia, t o  sem as a 
reference for t h e  p r iva t e  and publ ic  sectors, ha8 facilitated 
t h e  opening of new roads without considerat ion for t h e  zoning 
plan and o the r  related environmental l eg ia la t ion .  Thio fact ham 
contr ibuted t o  both environmntal  damage and social c o n f l i c t s  
involving squat te rs ,  land speculators and t r a d i t i o n a l  
populations (as i n  t h e  example of highway BR-421). 

The lack of Bank supervision w i t h  regard t o  investment and 
f i s c a l  incent ive  programs (mo, SûFmXA, etc.) has facilitated 
the cont inuat ion of investment policies and programa that 
cont r ibu te  t o  envirommntal degradation, concentration of wealth 
and social c o n f l i c t  , w i t h  negative consequences for indigenous 
groups, rubber tappers,  and small farmers. 

Furthermore, the  absence of a media program to  improve 
public understanding and opinion about the  state zoning plan and 
PLANAFLOR6 has also resu l ted  in adverse impacts on lócal 
populations and t h e  environment. 

5 1  
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V I .  Support t o  Indigenous Communities 

6.1. e 
According t o  t h e  World Bank's Sta f f  Appraisal Report, t h e  

principal actions of t h e  indigenous component of PLANAFLORO 
should include: a )  t h e  demarcation of f ive  indigenous resemes 
with a total  area of 500,000 hectares; b) renewal of sections of 
tbe boundaries of another twelm reserves; c) iden t i f i ca t ion  of 
isolated indigenous groups and t h e  possible demarcation of 
fourteen =re indigenous areas; d) improvements in heal th  
programs serving indigenous populations, including use of mobile 
hea l th  teaina (-8 volqI)tes de 8- - m); e)  .improvenients 

t he  protect ion of indigenou8 areas, including support of the  
?orest Police; and f )  c rea t ion  of a joint FUNAI-GovenUmnt Of 
RondbnFa team t o  improve monitoring of problems in  indigenous 
communities . 

According t o  Section 3.06 of t h e  Loan Agreement, t h e  
obl iga t ions  of t h e  Brazi l ian Government w i t h  regard t o  t h e  
indigenous component of p L A " L O R 0  inclue: a)  r e g i s t r a t i o n  w i t h  
t he  "Property Department of t h e  Union" (Pepartamento @e 

da ü- - DPU) of t h e  Pacaas NOVOS, Roosevelt, 
Tubaräo Latund0 and Uru-eu-wau-wau Amerindian resemes, as w e l l  
a8 r e g i s t r a t i o n  of these resemes w i t h  local land r e g i s t r i e s  
Rondbnía, and b) t h e  transfer, assignment or a l loca t ion ,  by 
December 318 1992, of hea l th  staff  necessary for t h e  e f f i c i e n t  
Carrying ou t  of t h e  hea l th  care of t h e  Indigenous Population 
under part C.1 (4) of PLANAFLORO. 

6.2 ]Ividence of -ns World Brink 

- 

. .  
I n i t i a ï l y ,  t h e  following aspects of t h e  world Bank 

Operational Directiire on Indigenous Peoples (OD 4.20, September 
1991) should be noted: 

- OD 4.20 emphasizes t h e  importance of "informed 
par t i c ipa t ionœ by indigenous populations i n  projecta  financed by 
t h e  Bank. Aarong other measures, t h i s  pa r t i c ipa t ion  should 
include direct  consul ta t ions  t o  iden t i fy  local preferences1 
incorporation of indigenous knowledge i n t o  project approaches, 
and appropriate  e a r l y  use of specialists experienced w i t h  
indigenous populations. 

- OD 4.20 states t h e r e  should be mechanisms to ensure the  
pa r t i c ipa t ion  of indigenous populations in decis ion making 
throughout t h e  process of planning, implementation, monitoring 
aml evaluat ion of pro jec ta ,  including t h e i r  representat ive 
organizat ions ; 

- According to OD 4.20, in p ro jec t s  financed by t h e  World 
Barik, a cul tural ly-appropriate  "Indigenous People's Development 
pi*" should be prepared. This plan must be based on f u l l  
considerat ion of the  interests of indigenous populations, 
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incorporating local patternm of social organization, r e l i g i o u s  
b e l i e f s  and resource um. 

- The components of a development plan can include 
activitiei related to  hea l th  and nu t r i t i on ,  productive 
inf ras t ruc ture ,  l inguimtic  and c u l t u r a l  preservation, 
ent i t lement  to  na tura l  remourcea and education. 

- The developmnt plan mhould muppofi production spteinr, 
t h a t  are well adapted t o  t h e  needs and environment of indigenour, 
peoplem . 

- The inâigenous people's developnmnt plan should avoid 
c rea t ing  or aggravating t h e  dependency of indigenoum people on 
project e n t i t i e s .  Planning should encourage e a r l y  handover of 
projec t  management t o  local people. & needed, t h e  plan should 
include general  education and t r a i n i n g  i n  management mkills for 
indigenous people from the  onset  of t h e  project .  

- Ail p088ibh measures mhould be taken to guarantee that  
governarent agenciem possemm t h e  h t m t i t u t i o n a l  capaci ty  t o  
execute t h e  pro jec t  in a satisfactory manner, e spec ia l ly  in 
terms of f inanc ia l  capabi l i ty  and adeqaacy of experienced 
profesmional staff. 

- The g w e m m n t ' s  committinents tmard implementing t h e  
indigemu8 peoples development plan should be reflected in t h e  
loan documentm: l e g a l  provisions should provide Bank s t a f f  w i t h  
clear benchmarks that  can monitored during supervision m i 8 s i O I u .  

With regard t o  the  indigenous c q o n e n t  of PLANAFLx)RO, w 
point  O u t  the following examples of non-compliance w i t h  t h e  
cont rac tua l  agreements of t he  project and the .  World Bank's 
operat ional  directive on indigenour peoples (OD 4.20): 

1. Within PLANAFLORO, an "Fndigenoum peoples' development 
plan" was n o t  elaborated as mtipulated i n  t h e  Bank's operational 
directive (OD 4.20). I n  the elaboration of PLANUZORO, there 
were many deficiencies in term of guaranteeing direct 
consul ta t ion8 at  t h e  level of indigenoua v i l l age r  and indigenous 
organizationm, aimd a t  securing the i r  "informed par t ic ipa t ion" .  

2. The problem demcribed above has manifested itself in t h e  
absence in t h e  o r i g i n a l  demign of pLIw15KoRO of specific 
activities t h a t  should have been included in an uindigenous 
peoples' developnmnt plan" includingr economic a l t e rna t ivea ,  
productive inf  ramtructure, c u l t u r a l  and l h g u i m t i c  premenratbn, 
nu t r i t i on ,  education, etc, 

3. The f inanc ia l  resourcem allocated t o  the  sub-component 
"Support for Indigenous Connmunities" were c l e a r l y  underemtimated 
i n  the budget of PLANAFWIRO. It is worth noting that the 
indigenous peoples sub-component of PLAHAPZORL) was allocated 
USS3.9 mil l ion  (1.7% of the total p ro jec t  budget) while funds 
for t h e  road and river t r anspor t  reach a total of USSS6.9 
million (24.91 of t h e  total budget of PWINFLORO). 
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The funds alocated for t h e  indigenous sub-conponent are 
i n s u f f i c i e n t  for t he  activities i n i t i a l l y  anticipated fn 
pLAIpAFIxIR6 (demarcation, renewal of boundaries, indigenous 
health, .+c.). Not a u r p r b i n g l y ,  such limited funds do not met 
t h e  other demands of local populations (education, econosic 
projects, etc.) It is estimated tha t  t h e  USS3.9 l a i l l ion  of the 
indigenous sub-component of PLANUM)RO will be e n t i r e l y  spent  by 
the  end of 1995, implyingthe paralyzat ion of p ro jec t  activities 
in 1996. 

4. Although t h e  indigenous populations of Rondônfa, thraugh 
their orgur iz r t ionr  and comiaunities, have On various OCCalIiOrU 
demand8 (verbally,  during Bank supervision missions) the  
a l h c a t h n  of funds for funding a sub-project in 
&u~&&& t h i s  was never concretized. On the contrary,  t h i s  
subject has been neglected by the World Bank, as  demonstrated by 
the lack 3f reference8 t o  indigenous education in t h e  Staff 
Apprairaì Report and the Aide Xemoires of various supervir ion 
misrions. 

5.  k a r e s u l t  of demands by indigenous and support  
organizations,  funds were negotiated in PLA”LOR0 for t h e  
financing ~f conmunity projects in economic a l t e rna t ives .  
E o w v e r ,  :..ere ha8 been a lack of rigorous criteria t h e  
e labora t ion  and selection of these projecta.  

I n i t i a l l y ,  t h e  few projects analyzed o r ig ina t ed  only frolai 
v i l l a g e s  where the coamercialization of timber is t ak ing  place,  
to t h e  detriiaent of other caaPmunities. Em many cases, projects 
were elaborated ecrsantially by government t e c h n i c b n s  (CHATER, 
m, SEMI¶) without the  pa r t i c ipa t ion  of communities and 
mpeciaiirtm in indigenous cultureu. 

Another fact t h a t  i8 criticized by t h e  Indians is that 
projects in economic a l t e r n a t i v e s  were not analyzed by the 
Indigenous CIPP (sectoral planning caiamission) of PLANAFUIRO. 
Rather, they n r e  .submitted d i r e c t l y  t o  the  world Bank for 
ana lya i r ,  disreilpecting t h e  s t r u c t u r e  for discussions and 
approval for a l l  pro jec ta  implemented through PLANAEzoRO. It is 
w r t h  noting t h a t  to date, no fundir have been released for these 
COmBUInity projects ,  which ha8 both caused harm and Contributed 
to a disbelief w i t h  regard to PLANAFuIRo among indigenous 
population8 . 
6. In con t ra s t  to the guideline8 established in OD 4.20, 
several critical activities i n  t h e  indigenour sub-camponent Of 
-Rû are not listed as government commitsent8 i n  the loan 
documents; as i n  the case of the demarcation and protect ion Of 
indigenous areas . 
7 .  There doea nut yet ex is t  a s t r a t egy  to guarantee t h e  
p a r t i c i p a t i o n  of indigenous peoples and the- representa t ive  
organizat ions t h e  monitoring of PLMAFLORO’S activities. As 
shown in Chapter VII, t h i 8  fact is i nd ica t ive  of a larger 
problem w i t h i n  t h e  nionitoring system of PLANAFLORO. 
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8.  In the preparation ami i n i t i a l  execution of m m ,  t h e  
World Bank did not adequately follow either the guidel ines  sat 
ou t  in OD 4.20, with regard t o  ensuring i n s t i t u t i o n a l  capacity 
of executing agencies, espec ia l ly  PUNAI. This problem fr a60 
relevant t o  the Bank's operat ional  directive on P r o j e  
SupemFiiOn (OD 13.05, see Chapter Vff). Evidence of t h i s  
problem includes: 

a) t h e  f a i l u r e  t o  demarcate five indigenous areu 
canmidered p r i o r i t i e s  (Sagarana, Rio Guapor4, Rio 
Karipuna and Xassaco) in the f k a t  year of project execution; 

b) suspension of the demarcation of the  Rio -em 
Indigenous Area, aa a remult of delays in allocating fund8 
resources to t h e  u m y ,  as w e l l  as political preisures;  

the failure t o  resolve land tenure  problems in the U m -  
~U-W.U-WLI\I Indigenous Area, which has iiapeded its offical 
regirtration in the DPU, as ant ic ipa ted  in t h e  loan ag~ewhen- 
for pLA#MuIRo; 

d)  t h e  delays of more than tw, years in t h e  cont rac t ing  of 
specialized personnel necessary to ipaplsment the indigenous 
hea l th  component of PUNAFLORO (empecially the  mobile health 
teams). Ibreuver, t h e  contract ing of personnel through t h e  UIODP 
does not represent  a long-term so lu t ion  t o  this problemom 

fn December 1994, Fü"AX requested agreament from tbe  World 
Bank on authorizing t h e  administration of funds from the 
indigenour sub-camnent d i r e c t l y  between - t h e  Ministry of 
Plannind and Budget ( w p ) ,  Bank of Braz i l  and FüNAI, while 
mhtain recogni t ion of decirion-making bodies a t  tbe  state 
level (-8, S t a t e  Deliberative Council) . The objective muld 
be to  reduce bureaucrat ic  procedures t h a t  have caused delays in 
the release of funds to PUNAf, causing enormous problems for the 
impl-tation of P ~ R O .  PIRYAI is still awaiting a 
response from the.World Bank on t h i s  subject. 

9. In 1991, through "operation Flora V i v a " ,  various state and 
federal agencies, together w i t h  NGOs, carried o u t  enforcement 
activities in various conservation un i t s ,  including indigenous 
areas (such as t h e  m e n s  and Uni-eu-wau-wau reserves). 

Bowever ,  there doer not y e t  exist a coherent s t r a t egy  for 
guaranteeing t h e  protect ion and enforcement of Indigenous Areas 
and other conservation uni ta  (see a s o  Chapter IV). I n  
pLA#ApLoRo, one obaervea major expenses w i t h  sporadic operationn 
t h a t  are poorly planned and lack  cont inui ty ,  w i t h  l ittle 
p r a c t i c a l  ispact. Manwhile, there is a persis tence of 
i n s t i t u t i o n a l  d i r  art i c u l a t  ion betweten government agenc ies 
(IEAMk, -AX, FUüAï, PMF), along with policies of environniental 

c )  

It mhould àe n œ a t i ~ n r d  tàit in tho plmnning of indigmari ìmaìtb 
actívitàm8 in -0, it wan anticip&t.d th8t haalth mmicaa rould k 

cmition of mobile hmilth ta- .nd tha trainfag of 1ndi.n. am health 
romitorm. üafortuamtely, only activitier re1at.d to tâa mobila health 
te111 have krn ouriad out, and in a prrcuioua farhion. 

fWUH6 at tb Till.9.-1-1. o+b.r IIY88-a. rouLd -lu& tbr 



l i cenc ing  that encourage i l l e g a l  acts of resource explo i ta t ion  
wi th in  indigenous areas (see chapter  IV). 

6.3 to alert t h e  WQ&UN.& 

In r e l a t i o n  t o  t h e  problems mentioned above, t h e  fo l lowhg  
attempts to  aler t  t h e  World Bank should be notedt 

1. in a letter dated December 11, 1989, signed by Osmarino 
AadlnCi.0 RodrigueS (Secretary of the  National Council of Rubber  
Tappers) and Ail ton Krenak (National Coordinator of the Union of 
fndig~nOU8 Nations),  s e n t  t o  nr. Shahid Bussah ( V i c e  President  
for Latin America and t h e  Caribbean) and Anneane Choksi 
(Director, B r a s i l  Department) of t h e  World Bank (ANNEX 1.B); the 
following demands were made: 

... t h a t  the Bank not negot ia te  this p r o j e c t  w i t h  the 
government while local  cammunities and their organizations 
(the National Council of Rubber T a p p r s ,  the Union of 
Indigenous Nations, local  unions, assoc ia t ions  of small 
producers) are not informed of the content  of the pro jec t  
and i t s  purposes, given tha t  these e n t i t i e s  have y e t  had 
any par t i c ipa t ion  in the pro jec t ;  

... t h a t  a date  be set, w i t h  an deadl ine to convene all of 
these organizations t o  carry out  a discussion of the 
p r o j e c t ,  where the groups can propose changes and addi t ions 
t o  the projec t ;  

...that the indigenous areas t h a t  =re, during the POI;OZUûRûESTE 
project, t o  be demarcated and regularized and t h a t  wre not ,  and 
new areas for more remote groups of Rondbnia, a l l  be regularized 
before the l ibera t ion  of any funds. 

6.4 m r s e  -ts on mal 

I n  t h i s  chapter,  we argue t h a t  t h e  World Bank is co- 
responsible  for various problems i n  t h e  design and i n i t i a l  
iinplenmntation of t h e  indigenoua sub-component of PLANAIzoR08 
e s p e c i a l l y  w i t h  regard to :  a)  def ic ienc iea  in t h e  planning of 
t h e  sub=contponent, in terms of t h e  "informed par t i c ipa t ion"  of 
indigenous peoples, elaborat ion of an "indigenous peoples * 
developaaent plan' (as stated in OD 4.20) and in t h e  adequate 
diaiensioning of f h c i a l  resources, b) i n s u f f i c i e n t  analysia of 
problema and necess i t i e s  related t o  t h e  h a t i t u t i o n a l  capacity 
of executing agencies and the adminis t ra t ion of fi lrancial  
reaourcea, and c )  i n s u f f i c i e n t  a t t e n t i o n  t o  t h e  problem of 
environmanta1 l icens ing  and enforcement, which have compromised 
t h e  activities of PLANAFLORO (see Chapter IV). 

The facts described in t h i s  chapter,  i n  which w e  have noted 
omisaiona on the part of the  World Bank, have resu l ted  i n  
merious damage to  indigenous cammunities in Rondônia. The 
obstacles t o  the iinplementation of planned a c t i v i t i e s  in 
demarcation, border renewal, and protec t ion  of indigenous areas 
have facilitated invasions by loggers, minera, land speculators  

ä6 



and unscrupulous entrepreneursr causing ser ious  damage t o  the 
environment anä to indigenous peoples. I n  this regard, WB point 
out t h e  invasions associated w i t h  delays in the  demarcation Of 
t h e  AI PbqueIIb, t h e  c rea t ion  and demarcation of the AI K a r i p u n a ,  
and in t h e  registry in the D W  of the AI Una-eu-wau-mu. 

l 
i 
I 

With regard t o  issues of heal thr  education and economic 
aitematives in t h e  indigenous sub-component of PLA#APMIROr the 
problem described above have led to harm in r e l a t i o n  t o  tbe 
qua l i ty  of life of indigenous peoples i n  Rondônia. For exampler 
t h e  lack of medical a t t en t ion  has already had repercussionii Fn 
the Um-eu-mu-wau reserve, where three disease-related death8 
have already been recorded in 1995. 

I ---I 
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VII. Project Abinimtratioa 

Tf component for project administration i n  -RO 
a n t i c i p  ed such act! -ties as t h e  S t ruc tur ing  a pmj- 
coordination ui,t c c a u l t a n c i e s  and technical assbtance, 
ar>ni torbg and evaluation. W i t h  reapect to  th ia  component Of 
pLANILR;roRD, we would like to point out  t h e  following examplea of 
non-compliance and omissions on t h e  part of t h e  World Banks 

7.1 

Aecordîng to the operational directive en t i t l ed  "NGû 
Involveaœnt i n  World Bank-Supported Activities' (OD 14.70, 
August 1989), t he  Bank recognizes t h e  hprtance of Nco 
p a r t k i p a t i o n  in strategic areas such as an&ly8b of ppblic 
policier and developaient problema, i den t i f i ca t ion  of pro jec t s ,  
conception and elaborat ion of projects, implementation of 
projec ta  and f i n a l l y ,  monitoring and evaluation activities. 

In item 11, OD 14.70 f u r t h e r  states that: 

Staff sliauld be responsive, and encourage govern-nto to be 
responsive, to m s  that request information or rai8e 
questions about Bank-supported activities. 

I n  con t r a s t  t o  t h i s  operational directive, the process of 
e labora t ion  of PLAKAFUIRO by gwernmant staff and World Bank 
comul t an t s#  was characterized by a lack of e f f e c t i v e  
participation of organized civil society,  e spec ia l ly  t h e  
representa t iver  of t h e  p ro jec t  benef ic ia r ies  (rubber tappers, 
ri-rbe populations, small-farmm, indigenous comm3lnitier). 

There i a  a long h i s to ry  of demand. made by NGOa and social 
m u m n t a  about t he  necess i ty  of guaranteeing effective popular 
p a r t i c i p a t i o n  in PLANAFUIRO. This his tory  war r e g h t e r e d  in  
var ious documenta . s e n t  t o  t h e  World Bank, includingra)  the 
letter by Chico Iiendei t o  m. Barber Conable, President  of t h e  
world Bank, on ûctober 13, 1988 (ANNEX 1.A); b) t h e  letter from 
t h e  National Council of Rubber Tappers and the Union of 
Indigenous Nations t o  the World Bank, dated December 11, 1989 
(ANNEX 1.B); c) t h e  letter signed by 35 Brazi l ian  and 
i n t e rna t iona l  NGOs, s e n t  t o  Mr. E. Pat r ick  Coady, an Executive 
D i r e c t o r  of the World Bank on January 9, 1990 (=X 1.C); d) 
t h e  letter signed by 19 NGOLI from Rondônh, 8ent  on February 22, 
1990 t o  Hr. Shahid iiussain (Vice President for Latin -rica and 
the  C a r i b b e a n )  of t h e  World Bank (ANNEX 1.D). 

I n i t i a l l y ,  rather than accepting a dialogue with NGO8 about 
a ï t e r n a t i v e s  f o r  popular p a r t i c i p a t i o n  i n  PLANAPMIRO, t h e  World 
Bank and t h e  Government of Rondônia were defensive, t r y i n g  to 
discredit such criticisms (gee, for example, M N E X  1.E). 

it wari only possible to conm to an agreement regarding the  
official patticipatioir of NGOa i n  PLANAPLORO on t he  occasion of 
the signing of a "Protocol of Understanding" betweem the  
Governnient of b n d ô n i a  and NGO8 in June 1991 (ANNEX 2). I n  t h i s  



thgreaœnt, spaces for t he  i n s t i t u t i o n a l  p a r t i c i p a t i o n  of NGOs 
-re guaranteed in the activit ies of project laoningi 
m n i t o r i n g  and evaluation, am w e l l  am on t h e  Del%eratim 
Council-the higheat-level decision aaaking body a t  t h e  itate 
level. ?tarthemre, the  Governaient of mndônia cammitted itself 
to taking a a e r i e r  of oniergency measurer aimed a t  pro tec t ing  the 
environnwit and territories occupied by traditional populatioM. 

Am publicly denounced by t h e  Forum, t h e  vast majority Of 
CoaiarFt-nta arsund by the Governnient of mndbnia in the 
"Pratocol of UnderstandingR -re never f u l f i l l e d ,  including the 
item re fe r ing  t o  popular par t ic ipa t ion .  This mituation wna 
canmrnicated t o  the World Bank through various correspondences, 
much am: a)  the "open Letter* from the mrum of #COI of 
R6ndbniaf l e n t  on 3/12/92 t o  t h e  Executive Directors of the 
trorld Bank (ANNEX 3 . ~ ) ;  b) the nwmrandum elaborated by tbe 
?o- and submitted to  m, mis co i ro lo  of t h e  World Bank, on 
5/12/92 (ANNEX 3.B): and c) t h e  letter from t h e  Forum t o  the 
President  and Executive Dixectors of t h e  World Bank on 6/15/94 
(AHHEX 3.D). 

It wam only h August-1994 t h a t  a supervis ion d S 8 i O n  Of 
the World Bank took more concrete measures to  promote the re- 
evaluat ion of the administrative model of PWLIPAFLORO, including 
the mpect. of popular par t ic ipa t ion .  Even so, the  great 
aiafority of the  problems iden t i f i ed  in the Forum's letter from 
June 1994 have not yet been resolved, 

It ihould be noted tha t  i n  item 17 of OD 14.70, t h e  Bank 
asserts that :  

"men the participation of is probable, the mecutivr, 
Project Brief should indicate the ir  role; and the Project 
Brief and s t a f f  appraisal report should, if appropriate, 
mention Me relevant NGOs and t h e i r  re lat ion to the 
project, a8 -11 a# d e 8 c r i h  the agreements reached with 
the Government and NGOs ,with respect to Nz?o participation 
h profeCt8 that aff6ct large groups of low-incam 
populations* 

In t h i s  regard, it is s t range  to  note that t h e  "Protocol of 
Understanding" of June 1991 was no t  mentioned in t h e  Staff 
Apprairal  Report for PIANWLORO ( issued in February 1992). Thb 
docuients only iaationa #Go par t i c ipa t ion  w i t h  regard to t h e  
State Deliberative Council (p, 31) and the Independent 
Evaluation C-ttee (p. 43) . It should be noted t h a t  fn the 
m r a n d u m  to Pîr. L u i s  Coirolo of the  World Bank, dated May 1 Z P  
1992 (ANNEX 3.B), the Forum argued t h a t t  

It U necessary that the agreenients included in the 
Protocol of ûnderstanding k included in the official 
documents of PWNAFLORO, which are soon to be signed i n  

We believe that t h e  Government of Rondônia's failure to  
comply witb the COmmttments made to  t h e  NêOs can be explained, 
at  l e a a t  in part, by the  lack of reference t o  the "Protocol of 

Washington. 
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Undermtanding" of June 1991 in the  official  documenta Of 
PLAHAFLCIRO. 

7.2 

With respect t o  the supervision of pLAHAF1;6Ro by t h e  World 
Bank8 given t h e  Bank's operat ional  directive on t h i s  subject (OD 

1. A9 ovidenced by t h e  facts presented t h i s  document, um 
arsert t h a t  t h e  Bank failed t o  adequately Wlemen t  t he  
dkectitror of OD 13005# in t h e  areas of: 

= e n 8 t ~ i n g  that  the borrowwr implement8 t h e  p r o j e c t  wi th  due 
d i l igence  to  achieve t h e  agreed development o b j e c t i v e s  and 
in conformity wi th the  loan agreement: 

- identifying problem promptly a13 they arise during 
hplementat ion and helping the borromr resolve them; 

-monitoring caiqpliance w i th  t h e  legal  agreements and, where 
conditions are not being f u l f i l l e d ,  dete-ing the cause8 
and the best means for  remedying the s i t u a t i o n .  

2. According to OD 13.05, t h e  Bank should not  i n i t i a t e  loan 
di8bursenionts u n t i l  a l l  conditions of effect iveneas are 
f u l f f i h d .  I n  t h i 8  regard, t h e  declarat ion of effect iveness  of 
l0an BR-3444 i n  January 1993, p r i o r  t o  t h e  signing of t h e  
agreenisnt between IIOCRA and t h e  Government of Rondbnia, as 
St ipula ted  i n  Section 2.12 (a) of t h e  Project Agreement and 
Section 6.01 (b) of t h e  Loan AgreeIœnt, cons t i tu ted  a v io la t ion  
of OD 13.05. 

13005)# the fOllaiIbg p O h t 8  should be ILOted t  

3. Until recently, t he  World Bank supervision miSSion8 have 
maintained very sporadic contact  w i t h  non-governmental 
organizatione in mnäônia. During superv is ion  missions I Bank 
s t a f f  have generally dedicated the  majority of t h e i r  time t o  
negotiation8 w i t h  executing agencies; in some cases undermining 
t h e  ongoing discussions in the  C N p s  (Noriaative Program 
Canmissions) as w e l l  as t h e  decision-making power of t h e  State 
Deliberative Council . 
4. A8 described above, it should be emphasized t h a t  t h e  
problemm related to  t h e  f a i l u r d  t o  iniplement the I n s t i t u t i o n a l  
Reform Program and the  incompatibil i ty of public policies w i t h  
tho directives of the  state zoning l e g i s l a t i o n  and PLANAIlrORO 
have not  received due a t t en t ion  during t h e  Bank's supervision 
miss ions . 
5. Another par t i cu la r ly  grave aspect of t h e  Bank's behavior fn 
the supervision of PLANAFLORO relates t o  the flaws in the 
elaborat ion of internal reports ( w ~ p o r r i n g m ) ,  a duty under t h e  
p r inc ipa l  respons ib i l i ty  of the  Task Xanager. 

Considering the directives of OD 13.05, which discuss t h e  
mœthodr and criteria for periodic preparation and updating of 
Form 590 ( t h e  pr inc ipa l  instniment of information for t h e  
superior levels of t h e  Bank), it can be concluded that  an 
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improper act wam committed when the internal Bank rePo* 
e n t i t l e d  B r ' f l r  Rondbnia and Hato Cm880 N a t u r a l  R 8 . O U T c 8  
Xanagement P r o j e c t s  (Loans 3444-BR anû 3492-BR) Statu8 of 
frqpleaentation (3/25/94) conceded a rating of "2" to the 
execution of PTJUWZORO. Consequently, thio report contributed 
to disguising from t h e  Executive Directors problem identified 
the implementation of PLANAFLORO, such as tho8 enunierated by the 
Indepmndent Evaluation Caarmittee. 

1.3 

According to the World Bank operational directive on 
Project m n i t o r i n g  and Evaluation (OD 10.70, Septembar 1989), 
maonitoring activities should receive special a t t e n t h n  in 
projec ts  such as PLANAPLORO t ha t  are innovative or complex from 
t h e  i n s t i t u t i o n a l  po in t  of view. Furthermore, OD 10.70 
determines that these activities requi re  regular  contact  with 
t h e  beneficiary papulation and that, in cases where there an 
Unexpected react ion OR t h e  part of t h e  beneficiaries, thore 
respomfble for t h e  p ro jec t  should conduct a diagnos t ic  s t u e  +O 
i den t i fy  necessary corrective actions. 

According t o  Section -2.05 (b) of the Project Av-*, 
"the Goviernaent of ñondônia amst, by no later than oeceaiber 31, 
1992, c o q p l a e  t h e  rev is ion  and simplificatfon of di p r o j e  
prforaance ind ica tors  and a l l  operat ing procedures of the 
Elonitoring and Evaluation Unit, and make the new systen f u n c t i o n  
in a m e r  &icb is satirfactory to the &aka. 

Tbe problem with PLANAPLORO*s monitoring system were 
communicated to the World Bask in a series of COrr8SpOnd8nCe8 
frua non-govemmental organizat ions in Rond6nb. For example, 
in its "Open Letter" dated 3/12/92, s e n t  t o  t h e  Executive 
D i r e c t o r s  of t h e  World Bank (ANNEX 3 4 ,  t h e  Forum info- the 
Bank tha t :  

Mechanism8 fox the pa r t i c ipa t ion  of ZUGW i n  t h e  monitoring 
and evaluation of PLANARORO have not  yet been defined. 

In the letter s e n t  by t h e  Forum t o  the  World Bank in June 
1994 (ANNEX 3 . D ) ,  t he  monitoring system adopted in PLAwLPLoRD 
was again questioned: 

rn the cur ren t  aûntìnistratfve auàeï of PIAZWZûRO, tbero 
doe8 not  exi8t an effectin, monitoring 8trategy to 
accompany t h e  execution of PLILHAF2ORO. 

I n i t i a l l y ,  it should be observed that  t he  objectives and 
goals which make up  t h e  great majority of t h e  PaAs are 
extremely vague, which makes the d e f i n i t i o n  of InOnitOrhg 
indicators d i f f icu l t .  The monitoring reports elaborated by 
the  executing agencies and Executive Secretariat of 
pwLNAFuIR6 do not present  su f f i c i en t  inforant ion,  from the 
quan t i t a t ive  and q u a l i t a t i v e  points of view, to allow t h e  
project's execution to be accompanied closely. Tbe 
tr-stral monitoring reports are organized by t he  
executing agency, w i ~ o u t  any systematic reference  to each 
sub-campaaent and executive project. In the cur ren t  
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oonitoring system, there is no way to verify up to 
p i n t  tbe execution of the p r o j e c t s  is compatible w i t h  the 
actions outlined in the PQAS and in the analyses written &Y 
the QíP8 (and later approved by the b e l f b e r a t f v e  CoUnCfl). 

It nhould be noted that to date, no strategy has been 
defhd for the participation of NGbs, espechlly those 
organizations representing pro jec t  beneficiaries, in tbe 
monitoring of ~ - 0 ~ 0 .  

Conriäerig these statemrents, it can be affinæd that 
various gitidelirie8 of m 10.70 (Project Wonitoring and 
Evaluation) anâ of OD 11-70 (Involvement of nGos), Fn addi t ion  
to the contractual conditiona of KANAEUIRO, were not  ca~iplisd 
with during the execution of t h e  project .  only after being 
p r e s ~ u r d  did the World ~ank, in August 1994, take more concrete  
masures to  resolve t h i s  iqtasse. Even so, t h e  probl- related 
to t h e  mitoring system of PLANAFMIRO have no t  y e t  been dealt 
with adequately. 

7.4 a 
According t o  Section 2.08 of t h e  Project Agreement, t h e  

Governren+ of Rond6nia nist convene annually an Independent 
dvahatiOn Conmitt- (E), including t h e  participation of NG6 
r ep rosen ta t iwu ,  to  analyse the iaaplementation of the 
mviranarrnt.1 pol icy and regulato:; refornm undertaken in 
connection with PLA#ILKORO, the conpa t ib i ï i t y  of hveatment  
-rams w i t h  tho r t a u ' r  socio-economic and ecological zoning, 
and the performance 8chiewed in each of t h e  various pro jec t  
-nonti. By June 30 of each year, t h e  Government of Rond6nia 
should present  the f indings of t h e  Independent Evaluation 
C a m n i t t e e  t o  t h e  Bank for its review and comment. 

The f i r a t  "Independent Evaluation Cmmni t t ee"  was convened 
September 1993, w i t h  t he  pa r t i c ipa t ion  of four 

representa t ivea  of g o v e m n t  i n s t i t u t i o n s  and four non- 
governnental organizations.  I n  February 1994, t h e  IEC preaented 
a prelhdnary evaluat ion report. On Xarch 16, 1994,,upon t h e  
s o l i c i t a t i o n  of t h e  world Bank, a f i n a l  vers ion of t h e  Executive 
S v  of t h e  evaluat ion report was a u b ~ i t t e d  t o  t h e  Bank- 

EowVar ,  u n t i l  the present  date (more than  twD years  after 
the i n i t i a t i o n  of loan e f fec t iveness)  the f i n a l  eva lua t ion  
report of the ItC has not been o f f i c i a l l y  submitted. mis fact 
r e s u l t e d  from a blocking of l o g i s t i c a l  support and financial 
resources  by the Executive Secretariat of PLANAFLORO during 
1994, as -11 as political preaaures t o  "soften" the contents  of 
the  rzc report .  

During a considerable period, there was no overs ight  by t h e  
World Bank with respect to  aubiaission of t h e  final report of t h e  
IEC. In other mtds, t h e  World Bank did n o t  require Complfance 
of t h e  Government of Rondônia w i t h  Section 2-08  of t h e  Project 
Agreement . 

A. previously described, i n  t h e  i n t e r n a l  Bank report 
e n t i t l e d  Brazilr Rondbnia and Mato Grosso Natural Resource 
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inanageaient Projects ( ~ o a n s  3444-BR and 3492-BR) statu8 of 
Iqplementatiun, signed by x r .  Shahid-Javed ~ ~ r k i ,  vice Preddent 
of bparatbm for Lat in  -rica and t h e  C a r i b b e a n  ( m h  25, 
1994)# one observes an attempt to "soften" t h e  contents  of t h e  
ïSC report, t o  t h e  point  of provoking distortions in i t a  
contents. Hornover, the  Bank's report affirms that: 

Tlre report (of t h e  n c )  w i l l  be discussed wi th  the 
Gownment,  and will be t h e  subject of various seminar8 and 
uwrkshop w i t b  state authorities in the next fewavnth8. 

Unfortunately, no such seminars and workshop were ever 
held, due to a lack of interest of the part of the Governaent Of 
Rondônia. Nor wan the preliminary report of t he  ïEC discusad 
in any decision-making forum of p X m " W R 0  ( -8 ,  Deliberativa 
Council, etc). Thelie facts and t h e  impediments which =de 
inviable the submission of the IEC'S final report (which amount. 
to non-coaipliance with Section 2-08 of the Project Agreaœnt) 
were not ccammicated to t h e  txecut ive  Directors by t h e  
operat ional  staf f of t h e  Bank. 

In conclusion, the  omissions of the  World Bank with regard 
to enforcaaaent of Section 2.08 of t h e  P r o j e c t  Agreement have 
COntribrrted t o  obs t ruc t  t h e  process of pro jec t  evaluation h 

(one of t h e  main niechan- of "qual i ty  control"  in  
the project). Clearly, these facts c o n t r a s t  wi tb  t h e  Bank's 
operational directive on Project m n i t o r i n g  and Evaluation (OD 
10.70) . 

7.5 

In  the  process of t h e  prequal i f ica t ion  of fim8 for the 
PrOCarement Of i t u d i e i  a88ochted w i t h  t h e  8ocond apPrOXimtiOn 

ObSerVe vio la t ions  of t he  procedures out l ined in OD 13.05 
(Project Supentision) and OD 11.00 ( P r o c u r e ~ æ n t ) . ~ ~  

We refer i n i t i a l l y  to  an i n t e r n a l  World Bank mmorandum 
from March 28, 1994 (ANNEX 7.C), regarding a aee t ing  held in 
Washington, D.C. on March 15 of t h a t  year. In  a v i s i t  t o  t h e  
World Bank, representa t ives  of the Govenumnt of ROnMnia -re 
ac t ive ly  i t r i v i n g  to  obta in  a "110 objectiona from the Bank in 
t h e  prequal i f ica t ion  of firms for t h e  procuremmnt of s tud ie s  for 
the  second approxination of the state zoning plan. 

of the C i O C h - R C O ~ C  and e C O l O g k d  20-g plan, o m  m y  

W e  point out tht thm u r u r g n n t i  of puagrapà ll(b) of R~io îu t îon  93- 
10 of the txecutivo Directora of the world Da&, eitablimhinp the 
~nipectioa panel, do not apply to the iiiumi 1Iyll+ionmd hue for tb 
following reasonir 

1 )  the caipliint regarding violation. ii not about a pmcprrunt 
decision nude by borrowers of thm s d ,  but about the failure to mupuvin 
the procuranant procedurei uid implœnt other rruilr rules; 

2 )  tha caap1.int ii not baing prementd by nippliers of goodm mel 
iervicei~ nor by losing teaäumrm for the mupply of any much goodm uul 
m.1TfC.i. 
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In t h e  cited memorandum, e*ro World Bank staff meiberS 
rel8ted t o  the i r  super iors  t h e i r  knowledge of i r r e g u l a r i t i e s  
d t t o c ì  by the Government of Rdndbnia in t h e  p r e q u a l i f i c a t b n  
Of fw for tho raid procurement, which Bade thb process 
Incompatible with the internal birectives of the Bank, The 
Brandu!i recorded t h a t  t h i a  problem had been confirmed by a 
financial speci.li8t of t h e  Bank. I n  8hort, it deEKNmtrated 
mvid.nca that the Goviernipent of Rondônia had used questionable 
iethods to disqual i fy  various firms fram the  competition, while 
f8voring a certain ffrm w i t h  s t rong  political support. 

Accorcibg t o  the  World Bank'm directive#, borrwwers should 
bs hfornrod of Bank âecimionu regarding procurement docunients 
within one week after these docuaents are received by the Bank 
(urd kr coaiplex cases , within t e n  working days) . 

riuthenwrre, according to paragraph 82 of Ob 11-00, 

when the Brink de teminos  (inter alia)...thrit judgements 
uerci~ecf in tbe procerrcr ara not reasonable and fair, tb8 
Eank 8bould point  t h i s  o u t  to  t h e  Borrower and advise t ha t ,  
i f  not rectified, tbe Bank m y  declare rmisprocurement. * 
Rather than rerponding punctually regarding the  pmbl- 

ideatifid in the prequaï i f ica t ion  phare, the  Bank spent several 
Ibnth8 without issuing an official response to t h e  Governaient of 
Rond4nia. Apparently, such ntiPPidnessn of the ~ a n k  was 
i a t i v a t d  by the porrr ibi l i ty  of nembarrassaentsn which news 
regarbing I r r e g u l a r i t i e s  in t h e  procuremsnt of t h e  state zoning 
8 t u d b s  could cause t h e  Governnrant of Rondônia during an 
e l e c t i o n  year. 

Thb s i t u a t i o n  war confirmed in anather i n t e r n a l  memorandum 
d.+.d June 6, 1994, r e n t  by t he  local representa t ive  of t h e  
world Bank to Washington (ANNeX 7 .D) , I n  t h i s  nemorandum, it is 
r.corbed that the Governor of Rondônia had personally telephoned 
tho  local representa t ive  of t h e  Bank, complaining abou t  t h e  
d.1.W procurenient for the zoning plan and consequently, in 
t h e  disbursenent of funds for t h e  in f r a s t ruc tu re  component of 
PLMIARXIRD (u a r e s u l t  of t h e  npari-passun policy of the Bank). 
I n  t h i s  phone call, t h e  Governor of Rond6nia threatened to 
Cancel the pro jec t  i f  t h i s  problem wan not  nresolvedn 
immäiately.  

~2 Aa0or-g to tîm world m a î c * m  in-1 â i m c t i o r m  (OD 13.0s ~d OD 
11.00) tho principal romponmibility for tho monitoring of procurraant 
ptocrdutrm l i e m  wltb tho Taik Manager, who guidom the dedmionm (incluuding 
+homo rbout æi8procutœnt) aide i n  the iuporior adniinimtrativc fora of the 
DrnLo 

Ih qhami.0 +ht OD 13.05 emtabiimhem t b t  'ipCi.1 effort8 Shall k 
irda d u r i n g  mupuvlmion to a) ínform country reprementative rbaut the 
ß & * m  =lam m d  prooodurom tot  procurateat, and b) when no~ommuy, improvo 
promrœœat proordur.m .nd aoamurem for groater efficiency and 
r f f & i W m D D  of Liplœn+.tionœ. Thim 1a.t arrangaaint i m  reinforced by 
00 11.00, uhich ia paragraph 03 omtab1imh.m that 'a11 effort. mhall bo made 
to aroid mimproeuriirnt, muppîyytng caimwntary and conmultation...' 
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Rather than follow its own internal directives, wi th  an aim 
a t  Correct error6 and nhprm procurement procedure8 and 
~Wasure8 for greater efficiency and effectfvene8s Of 
imp~aaeatation" (OD 11.00), t h e  World Bank h i t f a l l y  waited 
several nunths to r ep ly  to the Government of Rondbnia. 
Aftemarda, t h e  B a k  accepted a mgentlemen'8 agreement" which 
readmitted companies t h a t  had been d i squa l i f i ed ,  without the 
formal carrying o u t  of a new judgement by t he  Goveniiaent of 
Rond8nia. 

7.6 

According to Section 3.01 (a) of t h e  Pro jec t  Agreement, the 
Government of Randbnia rhould present  t o  t h e  Bank a t  t h e  end Of 
each fiscal year t h e  r e s u l t s  of an independent a u d i t  of tho 
pro jec t  expenser. Fo date, auch a f i n a n c i a l  a u d i t  of PLANARORO 
has not been carried out. 

I n  t h e  preparatory phaae (1993-95) of the  Technical 
Cooperation P ro jec t  in PLANZLPZORO, carried o u t  i n  conjunction 
w i t h  m p ,  wa have observed a series of i r r e g u l a r i t i e s  ia the 
Contracting of consul tants  (many of which are public e a i p l q m S  
already involved with t h e  p ro jec t ) ,  without t h e  due carrying Out 
of a competitive ae ïec t ion  prOCe88. he co l lus ion  of t h e  world 
Bank t h i s  process cons t i t u t e s  a v i o l a t i o n  of its Operatiod 
directive on t h e  use of conrul tants  (OD 11-10),  where rigorous 
measures are defined to  guarantee the maintenance of technical 
Criteria in the se l ec t ion  of ind iv idua ls  and f i m 8  for 
consul t ing services. 

7.8 of 

The conditiona out l ined  in t h e  General Conditions of the  
World Bank (item.6.02),  within OD 13.40, and in amicle V of the  
PLANAEZoRD Loan Agreement def ine the case8 and procedures fn 
which t h e  Bank can and/or should activate mechanisms related to 
the suspension of disbur8ements. 

The Loan Agreement of pLANWLôrn includes a list of 
poasible  r i t ua t iona  in which auspension of disburseaaants would 
be j u s t i f i e d ,  in addi t ion  to thoae established by t h e  General 
COnditiOn8. These s i t u a t i o n 8  include: 1) if t h e  Govermænt of 
Randônia s h a l l  have failed t o  perfom any of i t8  obl igat ion8 
under t h e  Pro jec t  Agreement, 2)  if t he  state zoning l e g i s l a t i o n  
shall have been amended, su8pended or modified in its esaence 
and 3) i f  t h e  Borrower (Brazi l ian Governaaent) or t h e  Government 
of Rondônia s h a l l  have amanded t h e  Reform Program or taken any 
other ac t ion  or failed t o  take any ac t ion  so ar to a f f e c t ,  
mater ia l ly  and adversely,  t h e i r  a b i l i t y  t o  carry out  the 
project .  

During the f i r a t  m ~ a t e r  of 1995, there were 8lao 8igaitiaaat & l a p  
in the ìkank8m ramponme on t h  final m u g a  of seimction of tbr fim that 
will c u r y  out +h. mtudiea for tho mecond approrimition of tùm mtito zoning 
plan. 
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Conridering the facts deucribed in this  document and t h e  
dir.Ctives of OD 13.40 (Suspension of Disbursementu) , t h e  world 
Bank should have activated t h e  mechanisms f o r  the swpnoion of 
dhburseaabnts for PLANAFLORO, using the  f o l i a w h g  list of 

If the  Bank detetinined tha t  f a i l u r e  of compliance with 
tbo loan agreements was niotivated by temporary probleau and the 
bortarisier agreed t o  resolve them rapidly,  an 
could k used, after a wr i t t en  warning t o  t he  Borrawer, Such a 
8USpenSbn would last for a period of s i x t y  days, a f f e c t i n g  only 
tho80 caqonentm iden t i f i ed  by t h e  Bank as relevant.  During 
t h i s  t lnm period, the  Borrariser could take measures neceuuary to  
guarantee t h e  cont inui ty  of the  pro jec t .  

ff t h e  problem persisted, t h e  Bank could transfom th. 
informal suspenuion into a forinal s-, without affecting 
the v r i i d i t y  of the  con t r ac tua l  condi t ions of t h e  loan. I n  any 
event, tho  components n o t  subject t o  t h e  suspension would 
continue to receive fundinq. 

C )  if attempts failed to ensure compliance in the 
pr8VIop8ly cited ntages, the Bank could implement a 
ua&sMiQn of loan dbburoements. Even in t h i u  caue, the 
con t r ac tua l  agreements of t h e  project would continue t o  apply. 

8Um88im . c r t h l B 8  

a) 

b) 

W e  conclude that the World Bank, contrary t o  its ani 
oparational directives, failed to  use  one of t he  p r inc ipa l  legal 
instrunmts a t  its disposal t o  ensure compliance with the 
cont r8c tua l  agreements of KANAFLORO. 

7.9 -ts on -al Po- 

The problems described above, involving d s i i o n s  of tha 
world Bank in t h e  compliance w i t h  ~WIIIAFLXIRO'S cont rac tua l  
agrewmts and t h e  Bank's ani operat ional  d f r ec t ives ,  have 
caused a serieu of adverse effects for t he  bene f i c i a r i e s  Of 
KAWAFIXIRO, 

The f a i l u r e s  of the  Bank i d e n t i f i e d  i n  t h i s  chapter, 
related to  t h e  project's monitoring, evaluation and superviaion 
activitier, impeded t h e  t h l y  undettaking of corrective 
1~asures  which could have minimized t h e  social c o n f l i c t s  and 
problemir of environmental degradation t h a t  were aggravated 0981: 
the course of t i m e ,  

With regard to t h e  deviat ions in procurement prOCedtmb8 
pointed out above, it shauld be remembered that t h e  s t u d i e s  for 
tha second approximation of t h e  state's s o c i ~ n o m i c  and 
otological zoning c o n s t i t u t e  a fundamental aspect of PUINAPLORO, 
including as a means t o  ensure implementation of other p ro jec t  
coraponents. I n  t h i s  sense, it can be argued t h a t  delays i n  t h e  
d e t a i l i n g  of t h e  zoning plan have contr ibuted t o  the  aggravation 
of 8ocial c o n f l i c t s  and environmental damage. 
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VIII. Conc~u~ions 

Considering the facts presented in t h i s  document, we 
request  that t h e  INSPECTION PAEtEL proceed w i t h  an inves t iga t ion  
of t h e  errors c d t t e d  by the  World Bank in the iniplementation 
of PwLNAFIioRD (as w e l l  as other errors eventual ly  i d e n t i f i e d ) ,  
in l i g h t  of the rules appl icable  in t h i s  procedure of 
bqbec t ion ,  independently of their explicit c i t a t i o n  in the 
course of t h i s  text. 

W e  believe that it is essential t o  inves t iga t e  the W t ~ t t e S  
that led the World Bank, during a s i g n i f i c a n t  period in t h e  
preparation and initial execution of PLIWAFLOR6, to S u r p r b i n g  
oœissioni with respect to  necess i t i e s  for compliance w i t h  t h e  
project's contractual  a-nts and the  implementation of the 
Bank'. wn Operational directives. I n  t h i s  regard, we belieVe 
that it i. espec ia l ly  re lavant  t o  inves t iga t e  the omissions of 
the World Bank in relation to  t h e  following issues, as described 
in t h e  present document: 

a) t h e  lack of enforcamant by the World Bank with respect 
to hplementat ion of re fom in public  policies and t h e  
formalization of agreements between executing agencies, u 
mtkipated in t h e  official  d w n t s  for PLAtW'LûRû; 
p a r t h l a r l y  with regard t o  land tenure  pol icy,  envirommntal 
l i cens ing ,  i n s t i t u t i o n a l i z a t i o n  of t ñ e  socio-economic and 
aavironaental  zoning, state conservation u n i t s ,  and i n v e s m n t  
and fiscal incentive policies. In t h i a  8 8 - 8 8  in addi t ion  to 
Mglec+ing t h e  cont rac tua l  agr-nts of mm4mmto8 the world 
Bank h. not adequately implemented it. operational dkectiws 
in FOmStIy (OP 4.36) and Wildlands (OP 11.02); 

b) the lack of an adequate analysis, on the  part of +be 
World Bank, of the, enormous deficienciei in t echn ica l  capacity 
of the executing agencien of pLmwx,oRD (such as S E W ,  ITERoEi, 
FüXM al3d IBMi), as w e l l  as corrective naasures to  ninimize 
these problems. In addition, desp i t e  the world Bank's m n t  
stat-nts concerning the  importance of œawnershipœr w. argue 
that the Bank failed to conduct an adequate evaluation of tbs 

of government agencies to t he  objectives 
and goals of PIANMZûRO. Such problems have represented the 
m t  important obstacle t o  p ro jec t  implenrentation. Such 
practices constrant  w i t h  various operat ional  directives of the 
World Bank, including> Indigenous Peoples (OD 4-20) ,  Forestry 
(OP 4.36), and Investment Lending (BP lO.00, Annex D). 

c) i n  the  activities of supanrision, t h e  lack of 
enforcaœnt by t h e  World Bank i n  ensuring h p l - n t a t b n  by 
governiaant agencies of various act ion8 outlined in the staff 
appraisal report, loan agreements, and AFde m i r e s  from 
previou8 supervision missions. Such p rac t i ces  Contrast  w i t h  the 
Bank's operational directives on p ro jec t  supervis ion (OD 13.05) 
and in some caaes, suspension of disbursements (OD 13.40). 
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d) the lack of o r i en ta t ion  and enforcement, on the pas of 
t h e  World Bank, of activities in m n i t o r i n g  and evaluat ion that 
were ant ic ipa ted  in t h e  official docunmts Of -=, in 
cont raa t  to  tha Operational directive on project nronitorbg and 
evaluation (OD 10.70); 

e) t h e  d i f f h u l t i e s  i n  guaranteeiag a flux of up-to-date 
and accurate information on project progress in PLAHAEZORO 
between operat ional  staff and the  Executive Directors of t he  
otorld ñank, in cont ras t  to the  operat ional  directive on project 
Supervbion (OD 13.05) and other i n t e r n a l  procedures, including 
the recommendations of t h e  "Wapenhana Report"; 

i) t h e  omissions of the World Bank i n  the  design and 
hplenmntation of the component "Support for Indigenous 
Camunit ies"  of KANAFLORO in r e l a t i o n  t o  t h e  Bank's operat ional  
directive on indigenous peoples (OD 4.20) and t h e  official 
project documents. 

g) t h e  lack of implementation of World Bank procedures in 
t he  activities of procur-nt (OD 11.00) and use  of consul tants  
(OD ll.lO), as -11 as t h e  car ry ing  o u t  of an independent a u d i t  
Of annual project expenses, as defined in t he  cont rac tua l  
agreamnta of KAMUUIRO. 

h) the  omissions of t he  world Bank, with regard to  
iPPp=enientation of measures t o  ensure t h e  effective pa r t i c ipa t ion  
Of Civil society i n  PXJWAnORo, as defined ia t h e  operationaì 
directive on involvement of NGOS i n  ~ank-supported activit ies 

In t h e  pas t  several years,  the organizations t h a t  today 
COdPPOsO t h e  Forum of NGOs and social Movements of RondUnia, as 
u011 as other NGOs and leaders of social wwements, have made 
VUfOus attempts t o  alert the  World Bank about the problems 
described in t h i s  document. However, almost all of t h e  
correspondences .sent by NGOs from Rond8nia never received a 
reapome from t h e  World Bank (as in t h e  case of the documnts 
included as annexes 1.A, l.~, 1.C, 3.A, 3.C, and all of t h e  
doc-nts ia annexes 04 and OS).% 

Unfortunately, t h e  World Bank only ass& a firmer s tance  
when pressured by public opinion, after having received a letter 
from the Forum dated June 15, 1994, addressed t o  the  President  
and Executive Directors of the  Bank ( " E X  3.0). On t h i s  
occasion (August 1994), t he  Bank s e n t  a supervision mi8sion 
that, nonetheless, did not  r e s u l t  in adequate measures being 

(OD 14-70). 

38 It i. W o r t h  a0-9 +hat the failute O f  th. 8- +O roipond +O V U i O U 8  
correrpondaneem mmnt by NGOs and leadeti of iocial aiorciii.nta conflict. with 
itei 11 of 00 14.70, Wtrich a8nrtm thatr 

Staff mbould be rempniive, and encourage gowrnatentm to k 
renponnive, to NOD# that r.guemt fnforai.tion or raim quemtionn about 
B 8 n k - 8 u p p o ~ d  act ív f t i e i .  

68 

I I I 

I 



taken t o  address the  problems i d e n t i f i e d  the present  
d o c m n t  . 

We conclude t h a t  in  the preparat icn and U t i a l  execution 
of pLANAFLoR0, the interests of ensuri J tbe approval of the 
loan axid tixi l i b e r a t i o n  of f i n a n c i i A  resources (bath in 
govexnmantal apheres and in the  World Bank itself) PreVafled 
over the necessi ty  of guaranteeing the effective ipipienWB+atioIi 
of the project, in accordance with the con t rac tua l  agreeppnt. 
and operational directives of the Bank. 

we hope that  this Panel and the Executive ~irectorr of tho 
U o r l d  Bank will recognize the necess i ty  of anaìyzfng the niotivea 
that led to ser ious  araissions of tho Bank anä consequent a g e  
t o  local populations a d  the envkoninent, a8 well a8 to 
Brazilian n o c b t y  in general ,  and wF11 detesmine 
irmestigation as soon LU possible, h a t e a d  of pos tponhg  such aR exercise for an aex-posta project evaluation. Such an 
h a t i g a t i o n  m i d  greatly cont r ibu te  to t h e  r e so lu t ion  Of 
ongoing problmm in the execution of -Ror and pore 
mrtant iy ,  to  efforta a t  avoiding the r e p e t i t i o n  of 8ìmiìar 
problema i n  other pro jec t s  s u p r t a d  by the Bank. 

?'hi l ly ,  we remain a t  the disposal of thir Panel to prwibe 
any add i t iona l  informtt ion t h a t  may becopie necessary. we M y  
request to informed of coanmiunications on this subject between 
the  I n s p e m b n  Panel, Sxecutive pirectors and Operational Staff 
of the üorld Bank, w i t h  copies of all correspondences sent to 
t h e  office of the Forum of NGOs and Social noVeaiant. 
Ronäônfa . 

Sincerely, 
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ANNEX O l t  -e between m s  pnd t h e  W m  

a) Letter from Francisco "Chico" Hendes of t h e  National 
Council of Rubber Tappers (as) sen t  t o  Hr. Barber Conable, 
President  of t h e  World Bank (October 13, 1988); 

b) Letter dated December 11, 1989, from Oamarino Amâncio 
Rodrigues (CNS) and Ail ton Krenak (Union of Indigenous Nations - m1) addressed t o  Hr. Shahid Huasain ( V i c e  President  for 
Lath America and t h e  caribbean) and Ilrmeane Choksi (Director, 
B r a s i l  Departamt) 

c)  Letter dated J a n u q  9, 1990, signed by 35 Bras i l i an  
and in t e rna t iona l  non-governmental organizat ions,  s e n t  to Hr. E. 
Pa t r i ck  Coady, an Executive Director of the world Bank: 

d)  b o c m n t  signed by 19 non-governmanta1 organizat ions 
from Rondônia t o  Xr. Shahid Hussain ( V i c e  President  for Latb 
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d)  Letter to t h e  President  and Executive Directors of t h e  
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d)  Letter t o  t h e  Pres ident  of INCRA, (April 15, 1993); 

7 1  



e) Letter t o  t h e  President of t h e  World Bank (including 
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a )  Aide nemOke from the world Bank's November 1992 
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supervision mission for PLANAFLôRO; 

supervision misaion for PLANAFLORO; 
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27, 1992 (Annex 1, Table 1.1, pp. 51-52); 

b) ñrazilt Rondbnia and Hato Grosso Natural Resource 
Nanagement P r o f e c t s  ( W s  3444-BR and 3492-BR) Status of 
Irqplementation, (internal World Bank report), X r .  Shahid-Javed 
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Caribbean, Xarch 25, 1994; 
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THE WORLD B A N K  I IFC i M.I .G.A.  

- .  OFFICE MEMORANDUM 

DATE: July 19, 1995 

TO: 

FROM: 

Mr. Ernst-Gunther Broder, Chairman, The I spection Panel 

Gautam S .  Kaji, Acting President, EXC 
EXTENSION: 81384 pqJ 

SUBJECT: Brazil - Rondônia Natural Resources Management Project (Loan 3444-BR) 
Management Response to Reouest for Inspection 

1. 
to the President of the International Bank for Reconstruction and 
Development (the Bank), by which the Chairman of the Inspection Panel 
requested the Bank Management to provide the Panel with written evidence 
that it has complied or intends to comply with the relevant policies and 
procedures in the implementation of the above-captioned Project. 

Reference is made to the Memorandum, dated June 19, 1995, 

2. The Panel may wish to assess the eligibility of the Request for 
review by the Panel, It is the Management's judgement that, as explained in 
Annex A, the Request does not meet the eligibility requirements as set forth 
in Resolution 93-10 dated September 22, 1993, of the Board of Executive 
Directors of the Bank, which established the Inspection Panel (the 
Resolution). 

3. Management nevertheless shares some of the concerhs raised 
in the Request, and notes that the authors of the Request appear to support 
the objectives of the Project. In fact, the thrust of the complaint is not that 
the Project in itself is causing ham, but that it is not proceeding quickly 
enough and that îhe Bank Management has not sufficiently used available . 
legal remedies to accelerate progress. Management shares the frustration 
with the Project's slow progress, and throughout its execution Bank staff 
have supervised the Project intensively in an effort to move it forward. This 
is more fully explained in Annex B, which is attached for your information. 
Annex B comments extensively on the specific alleged violations by Bank 
Management of applicable policies and procedures, describes some recent 
actions by the Government of Rondônia to improve performance, and sets out 
our current supervision strategy to help improve and accelerate Project 
implementation. 

4. As regards legal remedies, if the Requesters were eligible, 
their arguments that the Bank should have exercised its rights to suspend 
disbursements because of non-compliance by the Federative Republic of 
Brazil (the Borrower) or the State of Rondônia with respect to certain 
obligations under the Loan or Project Agreements might be discussed. 

(.I I I I 
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However, the suspension of disbursements is not an automatic sanction to be 
applied in all cases regardless of its impact on the project and the Bank’s 
relationship with the borrower. It is one of the remedies available to the 
Bank as a discretionary power to be exercised by it in cases of default taking 
into account the interest of the B a d ,  the borrower and the Bank members as 
a whole. What would have been relevant for the Panel is whether the lack of 
suspension was a sign of negligence or lack of concern on the part of 
Management or, rather, a conscious decision taken in deferenck to other 
considerations while Management pursues other means to achieve the 
Project’s objectives. In this case, Management has considered that a 
suspension of disbursements would have been detrimental to the achievement 
of the objectives of the Project, and opted, instead, for an intense dialogue 
with the Borrower and the State of Rondônia towards solving the existing 
problems, as demonstrated in detail in Annex B. 

5 .  
assislance that the Panel may consider helpful for purposes of preparing its 
recommendation to the Executive Directors and would be happy to meet with 
the Panel for this purpose. 

Bank Management stands ready to provide any additional 

I I I -- 
I 



Annex A 

ELIGIBEIT% REQUEUDENTS UNDER THE RESOLUTION 

1. Paragraph 12 of the Resolution determines that cases brought before the Panel 
must demonstrate that the alleged failure of the Bank, due to action or omission in following 
its own policies and procedures with respect to the design, appraisal and implementation of 
projects financed by it, has had or threatens to have a material adverse and direct effect on 
the affected parties. According to the Resolution, such action or omission could also include 
the failure of the Management of the Bank to follow-up on the borrower's observance of its 
obligations under the provisions of the loan agreement with respect to Bank policies and 
procedures. 

2. In paragraph 16, the Resolution requires all requests to sute the harm suffered 
by or threatened to the affected partics. The Resolution also states, in its paragraph i4  (a), 
that "complaints with respect to actions which are the responsibility of other parties, such as 
a borrower, or potential borrower, and which do not involve any action or omission on the 
part of the Bank" shall not be heard by the Panel. Furthermore, in its pamgraph 14 o), the 
Resolution bars the Panel from reviewing procurement decisions. 

3. 
request, two essential conditions should be present: (i) that material harm exists or may 
reasonably be expected to take place; and (U) that such ham can be dinctly attributed to 
Bank's actions or omissions. It is the view of the Bank Management that the Requesters 
have failed to show that either of these two conditions have been met for the following 
rcasons: 

Based on the above, and with resptct to ascertalliing the eligibility of a 

4. 
alleged in the Request. In fact, the Project aims at the improvement of the very situations 
mised in the Request. As such, the Project may be considered not the "illness" but part of 
the ''cure" for the confiicts faced in the pursuit of sustainable development in the State of 
Rondonia. It is a project that aims at xevening several decades of environmental 
mismanagement of the Rondonia a ~ ~ a  through an improved approach to natural ttso~rce 
management and conservation. 

5.  
impact on local population", the allegations of adverse impact are of a very gened natuxe 
and do not present any substantive evidence that the alleged fact could only have happened 8s 
a result of a Bank action or omission under appiicable policies and procedures. Also, While 
most of the allegations ciaim the occu11w1ce of natud rtsou~cf degradation or depletion, 
none of such alleged adverse impacts art sufficiently idmtifred or quantified. There is, 
however, an exception. it is claimed that thnt indigenous persons died as a result of lack of 
medical attention. The Request docs not indicate what kind of discase they had, the 
churnstances sumunding their deaths, the identification of those persons, their medical 

First, the Project does not finance or promote any of the adverse impacts 

-Second, in every ana c o v d  in the Request under the subheading "advuse 
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history, etc. In any case, such an unfortunate event cannot be imputed to the failure of the 
Management of thc Bank to follow its policies and procedures with respect to the design, 
appraisal and/or hpkmcn&ition of the Project or its failure to follow up on the Borrower’s 
and the State of Rondonia’s observance of covenants in the b a n  and Project Agreements. In 
fact, the Bank supervision of the Project by Bank staff has b m  intense in this case, as 
dwcribed in detail in Annex B. 

6. 
Programs and the Media Program fail to indicate what policy and/or procedure of the Bank 
has been violated. 

Third, claims made under Section V of the Request referring to Investment 

7. 
harm caused to the Requesters: 

Fourth, the Rquest presents the following allegations without indicating any 

(a) violation of BP 10.00, Annex D (Outline for a Staff Appraisal Report); 

(b) non-enforcement by the Bank of the provisions of Sedons 2.08 @) and 
3.01 (b) of the Project Agreement, relating, respectively, to submission of the 
report of the Independent Evaluation Committee established to evaluate the 
progress of the Project, and to annual audits of the Project accounts. 

8. Fifth, the Rcquest alleges violations of Bank policies which were not in force 
at the time of Project appxaisai (July/August 1989) or post-appraisal (June-July 1991) and in 
one respect relates to procurement decisions which are not within the mandate of the Panel. 
These an: 

(a) OP 4.36 of September 1993 (Forestry). The recommendations of the Forest 
Policy Papir which provided the basis for OP 4.36 were approved by the 
Board of Dinctors of the Bank shortly after the post-appraisal of the Project. 
This notwithstanding, Management followed in substance the new policy as 
deta i led inhcxB.  . 

IF- 

@) OD 4.20 of September 17, 1991 (Indigenous Peoples). As explained in 
Annex B, the Management applied, in the pnparation of the Project, the then 
applicable policy on this subject which was stated in OMS 2.34 of Ftbruary 
1982 (Tribal Pwpie in Bank-Financed Projets); 

(c) BP 10.00 of June 1994 (znvcsûncnt b d i n g :  Identification to Board 
Atsentation). Most of the proctdurw contained in this BP were rcquircd under 
other simihu proccdurts applicable at the time of the prcpadon of the Project 
and these w m  stridy followed, as detaiicd in Annex B; and 

I I I 
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(d) OD 11.00 (Procurement) and OD 11.10 (Use of Consultants). According to 
the Resolution, as interpreted by the Board in a previous case, any claim based 
on procunment issues is excluded from consideration by the Panel. 

9. 
Requesters have failed to meet the eligibility rqukments set forth in the Resolution. 

On the basis of the foregoing, it is the view of Bank Management that the 
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1. PROJECT CONTEXT, ORIGINS AND 
PRESENT STATUS 

1.1 The Rondonia Natural Resources Management Project’ is designed to 
introduce an improved approach to natural resource management, conservation and 
sustainable development in Rondonia, a State in the Southwestern part of the Brazilian 
Amazon Basin which experienced large-scale inward migration and massive deforestation in 
the 1970s and 1980s. The Project’s design is based on the introduction of agro- 
ecologidsocio-econpmic zoning, which distinguishes areas that are capable of sustainable 
development from those which arc without known, long-term potential or which have special 
ecological or social significance and, therefore, need to be protected. . 

1.2 
services into those parts of Rondonia with sustainable development potential. Poverty 
deviation through economic development in those areas is essential to retain population and 
to reduce, if not remove, the incentives for continued expansion of the cultivated area via 
deforestation in the rest of the State, either through permanent or shifting agriculture. It is 
important to note that the areas contemplated for development were already settled prior to 
the Project. PLANAFLORO includes components to improve the productivity and welfare 
of small fanners and significant actions to conserve biodiversity through the establishment 
and protection of Conservation Units, Amerindian reserves, extractive reserves and public 
forests. Sustainable development also calls for a coherent incentive framework to be 
supported by the Project through changes in key policies, regulations and public investment 
programs, and through the consolidation of the technical, managenal and operational capacity 
of State institutions. 

The Project’s strategy calls for directing investment and the provision of 

1.3 
lessons of earlier development programs in the Brazilian Northwest, most notably the Bank- 
financed POLONOROESTE program in the frontier areas of Rondonia and Mato Grosso. 
Launched by the Brazilian Government in 1980 to address the growing problems caused by 
the influx of land-steking migrants from other parts of Brazil, POLONOROESTE 
encountered many technitxi, institutional and fmancial problems, and was widely criticized 
for not reversing the destructive development patterns set in motion in the 1970s; in practice, 
under POLONOROESTE the pace of occupation actually accelerated and the rate of 
deforestation increased. Factors undermining the program included: (a) inadequate tcchnicál 
knowledge of the natural resource base; @) very weak institutional capacity of key 
implementing agencies; (c) pcrvcrsc incentives, including policies, regulations and investment 
programs which promoted deforestation; (d) road construction which encouraged further 
migration into fragile arcas; and (e) inadequate support services to small farmers to 
encourage productive diversification and sound environmental practices. 

PLANAFLORO reflects in ali its components a major effort to leani the 

I .  Also known as the Plano Agropecdrio c Flortrtal de Rondônia - PLANAFLORO. 
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1.4 The design of PLANAFLORO differs markedly from POLONOROESTE. A 
first approximation of the zoning, completed as part of project preparation, has become the 
cornerstone for public in&tments and is the guiding principle for an evolving policy and 
regulatory framework to promote sustainable development. Improvements in scientific and 
technical knowledge in the past decade have informed this zoning process. Excessively 
centralized decision-making is gradually giving way to decentralization in favor of the State 
and municipalities, a shift which is embodied in the Brazilian Constitution of 1988. The 
Project recognizes that partnership with and participation by the pnvate sector, non- 
governmental organizations (NGOs) and beneficiaries promotes accountability and 
responsiveness. One practical expression of this is the inclusion of NGOs in the Project's 
structure (where they have 50% membership of ai l  key administrative units). 

1.5 
decades of uncontrolled and unplanned inward migration and settlement. The forest cover, 
for example, had been reduced from over 99% of the total area of the State in 1975 to 76% 
in 1987, and the population had grown from 113,000 in 1970 to 1.4 million in 1987. 
Rondonia's Amerindian population, which had declined considerably since colonial times, 
was officially estimated at only 4,400 people. Government plans at that time st i l l  included 
the paving and construction of new roads and the establishment of new settlement projects; 
these would probably have caused additional threats for Amerindian communities and rubber 
tappers and a continuation of high rates of deforestation, mainly by small itinerant 
subsistence farmers using slash-and-bum cultivation techniques. 

At the beginning of the Project, the State had experienced more than two 

1.6 
the incorporation of zoning into Rondonia's State Constitution and legislation, and some 60% 
of the area of the State is now zoned off-limits for development. Total levels of 
deforestation in Rondonia have been decreasing and, according to preliminary information 
from the National Institdte for Space Research (INPE) are already lower than anticipated for 
the fourth and fifth years (even though the Project is now only in its second year of 
implementation). Progress has been made, albeit slowly, on the demarcation and 
establishment of Conservation Units and the protection of Amerindian reserves, with 
corollary deterrent effects on the pre-project rate of investment. 

The Project has supported the reversal of these negative trends. It promoted 

1.7 
give rise to the concerns underlying the Request. These include changes in political 
leadership at the Federal and State levels, scarcity of funds, weakness and instability of 
implementing institutions, and difficulties inherent in a complex, ambitious design. Project 
implementation is behind schedule, with expenditures around half of their forecast level for 
this stage of the Project. Supervision of the Project has been intense, the most intense of any 
project in LAI, with 11 missions since May 1992, representing some 182 staffwecks. This 
has been supplemented by specialist visits, activities of the Cuiaba Field Ofice (which was 
established in 1993 expressly to assist with the supervision of the Natural Resources 

The Project has, nevertheless, faced scrious implementation problems which 
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Management Projects of Rondonia and Mato Grosso), and the involvement of NGOs in the 
supervision cycle of field visits, meetings and briefings. Recent actions by the Government 
suggest that there are now grounds for cautious optimism for improvements in 
implementation, but funding constraints, instirational weakness and complex interactions 
among the many interests involved wiii continue to be challenges. 

1.8 In regard to the substance of the Request, those policies and directives 
applicable during preparation and supervision were foliowed, as described in detail in 
Chapter 3. We are aware that the Borrower and the State are currently in violation of dated 
covenants in the Loan and Project Agreements, mainly because of the one-year delay in start- 
up but also because of interruptions in implementation due to changes in political leadership. 
The Bank Management has not chosen to enforce these covenants by a suspension of 
disbursements. The Bank Management has, so far, chosen to pursue a policy of intensive 
supervision and dialogue, explaining and promoting the Project to successive management 
regimes, with the objective of getting the project back on track. Bank staff judged that this 
strategy was most likely to achieve the Project’s objectives. These are difficult judgments to 
make, however, and reasonable observers may well hold different views. 

1.9 The concerns raised in the Request reflect the deep fmstration felt by many 
NGOs, and are shared by Bank staff, concerning the progress of the Project. The 3ank’s 
role has been positive in that it has been a catalyst in promoting the incorporation of zoning 
into the State Constitution and legislation. This has already prevented the realization of 
various plans for roads, settlements and other investments in ecologically-fragile areas, thus 
reducing the level of environmental damage. At the same time, annual deforestation rates, 
even though sharply reduced, arc still cause for concern. The Amerindian population has 
stabilized and is growing in some areas, but remains highly vulnerable. Zoning policy runs 
counter to the interests of powerful economic interest groups, and the institutions charged 
with maintaining and enforcing zoning poiicy in the face of those interests are poorly staffed 
and funded. Several changes in poiiticai leadership in the last three years have led to 
fluctuations in the level of the Borrower and the State’s commitment and the inevitable delays 
and changes in direction associated with staff turnovers in implementing institutions. In sum, 
the achievements to date are substantial, but fragile, and could easily be reversed if Borrower 
and State commitment seriously flags. For these reasons, the concerns underlying the 
Request are red, and arc shared by Bank staff. 

1.10 What are the most serious implementation difficulties? First, project design is 
complex, with some 22 public and 30 NGOs involved, dirtctly or indirectly, in project 
implementation. Most of these institutions lack funds and sufficient qualified staff. In their 
diversity, they rtflect the strong and often conflicting views in Rondonia and in Brazil 
concerning the appropriate model for development. While such broad participation is 
essential to ensure that project objectives can be achieved in a sustainable manner, it also 
imparts considerable complexity to decision-making and implementation. Second, the Project 
was adversely affected by unexpected turnover at the Federal level associated with the 
impeachment of a President, followed less than two years later by major national and state 
elections. One consequence, for example, was the elimination of the federal implementing 

. 
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m a t r y  and the transfer of the project to the Ministry of Planning. Third, release of 
Federal counterpart and Loan funds to the State has been chronically late, jeopardizing 
agrced plans of action, some of which can be carried out only during the fairly short Amazon 
Bash dry season. During the fust six months of 1995, for example, the Project received 
virtually no funding, although this problem now appears to be resolved for the time being. 

1.11 
various fronts, there has been a tendency to backslide by the National Institute for 
Colonization and Agrarian Reform (INCRA), a Federal entity whose commitment to project 
goals both in word and deed is a sine qua non for success. The Bank's efforts to secure 
INCRA's legal and practical adherence to the zoning as it underwent several leadership 
changes, through the signature of different forms of agreement (1991, 1992, 1994 and 1995), 
reflects the Bank's perception of wavering commitment. INCRA signed a new operational 
agreement with the State Government on June 26, 1995, and the preparation of an acceptable 
Work Pian within 30 days for resolving land issues ui disputed areas is being carefully 
monitored by the Bank. 

Although zoning is taking hold and compliance with it has been growing on 

1.12 
the Project's environmental management and conservation objectives, has been encouraging 
but needs to reach closure. Many complex, interrelated actions make up the legal 
establishment and enforcement of the CUs and, to date, none of the CUs planned has xeached 
finality, although a subsîantially larger area has been set aside with Project support than was 
specifically mentioned in the Loan and Project Agreements. The Project is underway 
simultaneously in different areas of the State, at different stages of the Project's 
implementation schedule and in a context of both wcak institutional capacity and coordination 
and constant shoríagw of financial resources. Final demarcation requires the completion of 
technical work for each CU, inter uiìu, to define boundaries more specfically and to resolve 
existing claims to land 6r exploitation rights. Final demarcation also requires monitoring and 
enforcement (which is stiU weak, and iargely reactive rather than pxeventive) and an 
education campaign which disseminates widely the purpose and value of the conservation 
program. 

Progress on the establishment of Conservation Units (CUs), the centerpiece of 

1.13 
indigenous communities bas suffered badly from Project delays and constraints. 
Implementation was affected by delays in transferring funds to FUNAI and insufficient 
cooperation of State and Federal agencies to protect more effectively indigenous reserves. 
Registration of areas in the Department of the Union, as required under the Loan Agreement, 
were done; however, land tenure issues in a small area of the Um-eu-wau-wu Indigenous 
Area need to be resolved to allow its registration in the Public Registry. Three of the four 
areas to be demarcated under the Project have been completed, but the re-demarcation of 
existing reserves is further behind schedule. The health program is substantially behind 
schedule. While vaccination campaigns have been undertaken against poliomyeIitis, small 
pox, typhoid, tuberculosis and hepatitis, in the context of national vaccination efforts, it was 
not until 1995 that the fmt MobiIe Health Unit implemented under the UNDP technical ' 

cooperation program was in place in Rondonia; major effort is still required to ensure its 

The Request is correct in noting that the sub-component of support to 
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immediate integration with the National Health Program for the indigenous population under 
the cooperation of FUNAI, which integrates existing health agencies and entities at the local 
level and stresses the delivery of basic health services to the indigenous communities. 
Transfer of resources to FUNAI to complete its proposed'work program needs to be ensud  
and closely monitored. Also, it is important to assist indigenous communities to improve 
their participation in the decision-making process of PLANAFLORO; while this situation is 
expected to improve substantially with the decentralization of Project implementation, 
representation of the indigenous communities needs special attention as they claim that some 
of the NGOs involved in the Project do not represent their interests. 

1.14 
NGOs, government representatives and Bank staff. The Request reflects the perception that 
the Bank is the main entity responsible for Project outcome. Rightly or wrongly, and despite 
their incorporation into the project structure, many NGOs continue to feel they are not fully 
informed about discussions and agreements undertaken by the Feded and State Govements 
and the Bank. There are also divergent views among a number of the NGOs about how 
certain issues should be handled. This is especially true in the area of land policy, and 
reflects the wide range of interest p u p s  the NGOs represent. Bank staff will need to 
redouble their already considerable efforts to strengthen these working relationships. 
Moreover, the project needs to provide support to strengthen key agencies and NGOs; 
agreements were reached on the last supervision mission to put such arrangements in place. 
The NGOs need to assume greater responsibility for project success and strengthening their 
capacity will foster this. 

Substantiai improvement is needed in the working relationships between 

1.15 
commitment to project objectives and to improving overaii implementation. It has already 
taken a number of steps: (a) streamlining the Project Administration Unit and reducing its 
size by 50%; (b) signing an implementation agreement with the NGO Forum of Rondonia; 
(c) designing a draft súategy for the deccntraiimtion of project management, which has been 
submittcû to the NGO Forum for review; and (d) signhg the long-sought operational 
agreement with INCRA and agreements with FUNM and IBAMA in June 1995. Finally, the 
State prevented the construction of roads BR-421 and BR-429 with the intention of 
controlling invasions of indigenous lands, and stmgthencd law enforcement and fiscal 
support for the Mequem and Um-Eu-Wau-Wau indigenous areas. 

The new State Government which took office in January, 1995 has affirmed its 

I I 1 i r  



2.1 
that: 

2. "HE REQUEST FOR INSPECTION: SPECIFIC ISSUES 

This Chapter summarizes the key claims made in the Request, which states' 

'I.... during a long period of preparation and initial implementation of 
PLANAFLORO, the World Bank was negligent in its fulfuUnient of the 
contractual agreements for PLANAFLORO and its own operational directives 
and procedures. '' 

The Request further states that such "negligence" occurred in five defined areas of "Project 
Activityn3 and one generic group of actions under "Project Administration". The claims 
presented in the Request have been summarized in matrix form and presented in 
Attachment A. In essence, the claims are as follows: 

2.2 

(a) 

In the Project Activity 1. Land Tenure Policy: 

Failure by the Bank to insist on the signature of an agreement between the 
National Institute for Colonization and Agmian Reform (INCRA) and the 
State Government of Rondonia (SGR), and the declaration of h a n  
Effectiveness without it. 

Submission to the Board by the LAC Region in March 1994 of a misleading 
Status of Impiementation Report (SIR) for CY1993. 

Improper monitoring of two Sections of the institutional reform program' 
supported by the Project: specifically (i) prohibition of new settlement and 
granting of titles in certain areas, and development of land tenure, legislation 
and regulations; and (U) failure to recognize INCRA's continuation of 
acceptance of deforestation as a basis for granting titles. 

. 

3. These 8- of Project Activity and group of actions do not comspond to the project's components or sub- 
components. The Request (page 3) describes them as 'the pnnciprl themes relevant to the implcrnuitation 
of PLANAFLORO'. 

4. The 'Mitnx of Main Environmental Policy Issues, Murutes and Actions" contains the institutional reform 
prognm; i t  is presented in the SARI h e x  1, and r e f e d  to hertinifttr 8s the SAR Mitnx. 

I 

I 
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2.3 

2.5 

(a> 

In the Project Activity 2. Zoning and State Conservation Units: 

Timid and hsufficient efforts by the Bank concerning the institutionalization of 
the agro-ecological zoning, and failure to insist on the revision of Decree No. 
6,316 of March 1994; 

Failure to enforce the zoning plan (a monitorable action under Section 1 of the 
SA€¿ Matrix). 

Failure to scrutinize legally-deficient Decrees of the SGR concerning 
Conservation Units (CUs) and to monitor the drafting by the SGR of legal 
instruments for the effective establishment of CUs. 

Failure to report adequately on irregularities in the SIR of March 1994. 

Failure to monitor the irregular demarcation of CUs. 

In the Project Activity 3. Environmental Licensing and Protection: 

Negligence during prepaxation and initial project implementation concerning 
supervision of environmental licensing and protection activities. 

Submission to the Board of misleading information on environmental licensing 
and protection in the SIR of March 1994. 

Inadequate monitoring by the Bank with respect to remote senshg analysis of 
violations of zoning. 

In the. Project Activity 4. investment Programs and the Media Program: 

Unsatisfactory carrying out of the joint evaluations to review State and Federal 
investment programs and economic incentives. 

Failure by the Bank to insist on a Master Road Plan for Rondonia being 
prepared as a condition of disbursement of the Loan for the road investments 
sub-component of the Project. 

Failure in the SIR of March 1994 adequately to inform the Board on the 
subject of State and Federal investment programs. 

Failure by the Bank to insist on implementation of the Media Program. 
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2.7 

In the Project Activity 5. Support to Indigenous Communities: 

Failure by the Bank: (i) to produce an Indigenous Peoples' Development Plan; 
and (U) to guarantee consultation with and participation by indigenous people 
in project preparation. 

The costs of the Indigenous Communities sub-component were underestimated. 

Funds were not allocated for an education sub-project. 

A lack of rigorous criteria used for the selection and elaboration of indigenous 
com.;:unity economic sub-projects. 

Several critical activities in the Indigenous Communities sub-component were 
not included in the Loan and Project Agreements. 

The institutional capacity of executing agencies was not ensured, especially at 
the National Indigenous Peoples Foundation ("AI). 

A lack of coherent strategy for guaranteeing the protection and enforcement of ' 

Indigenous Areas (Ais) and other CUs. 

In the group of actions under 6. Project Administration: 

In project preparation and implementation, there has been 

(i) a lack of effective participation of organized civil society; 
e 

(c) The SGR did not fuifííií the majority of its commitments under the 
Protocol of Understanding (Pü); and 

(E) A major reason for (U) above is the failure to include refemces to the 
PU in the S A R  and in the Loan and Project Agreements. - 

In supervision, the Bank failed to: 

(i) ensure that the Borrower implements the Project with due diligence to 
achieve the agreed development objectives and in conformity with the 
Loan Agreement; 

(ii) identify and help to resolve problems; and 

(i) monitor.compliance with legal agreement covenants. 
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The Bank declared effectiveness of the Loan without the required agreement 
between INCRA and the SGR. 

There were flaws in the Bank’s internal reporting (Forms 590 and the SIR). 

In  project monitoring, the project indicators were not revised, and the 
Monitoring and Evaluation (M & E) Unit operated in a deficient manner. 

The mechanisms for NGO participation in M & E were not defined. 

The Independent Evaluation Committee (IEC) Report for CY1993 was not 
submitted to the Bank in find form. 

In procurement, there were irregularities in pre-qualification for International 
Competitive Bidding (ICB). 

The project accounts for CY1993 were not audited. 

In the use of consultants for project preparation, there were irregularities in 
contracting. 

The Bank did not respond to failures on the part of the Borrower and the SGR 
by activating mechanisms for a Suspension of Disbursements. 



3. COMMENTS ON THE ISSUES RAISED 

Introduction 

3.1 The introduction of the Request refers to the Bank's failure to implement seven 
Operational Directives (ODs), one Operational Policy (OP), one Operational Policy Note 
(OPN) and one Operational PolicyBank Procedure (OPBP). In its Notice of Registration of 
the Request, sent to Management under ita Memorandum to the President of June 19, 1995, 
the Panel refers to eight of these documents, and states that allegations of non-compliance 
with one of the remaining two (OD 11 .O0 on Procurement) need not be addressed because 
such matter is outside the scope of the Panel's mandate. It makes no reference to the 
remaining directive (OD 11.10 on the Use of Consultants). However, according to the 
Resolution 93-10 establishing the Panel, as interpreted by the Board in a previous case, any 
claim based on procurement issues is excluded from consideration by the Panel. Therefore, 
we are not commenting on issues related to OD 11.10. 

3.2 
entitled "Project Administration", considerable detail is presented under the heading 
"Omissions of the World Bank". However, in two of the six cases no reference is made to 
the OD, OP, OPN or OPTIBP supposed to have been violated; in the other four cases, where 
reference is made, it is almost always to the OD, OP, OPN or OPDP as a whole; only 
mely is a specfic paragraph rtferred to or a Section of the Loan or Project Agreement 
quoted. In this Chapter, therefore, we comment on the substance of the supposed omission, 
supplemented by reference to the OD, OP, OPN or OP/BP, and the Loan or Project 
Agreement, where apprapriate. 

For each of the five areas of "Project Activity" and the group of actions 

Project Activity: 1. Land Tenure Policy 

3.3 The failure to insist on the signature of an agreement between M C U  and the 
SGR, and the declaration of Loan Effectiveness in its absence, violate Sections 
6.01 @) of the Loan Agreement and 2.12 (a) of the Project Agreement. 
Watrix 1 (a)]. 

l 
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3.4 
provisions that INCRA should not violate the provisions of the State of Rondonia's zoning' 
and that it should receive approval for its settlement activities in the State from the State 
Commission on Land., It was considered fuiiy to meet the condition of effectiveness in 
Section 6.01 @) of the Loan Agreement and the requirements of Section 2.12 (a) of the 
Project Agreement'. 

The Agreement of November 1992, signed by INCRA and the SGR, conîains 

, 

3.5 
policies and the Bank agrees h i i y  that these are crucial for the success of the Project. The 
S A R  described the pre-project land tenure situation in Rondonia as one which was "complex 
and clearly reflects the increased migration to the State over the past 15-20 years". It was 
estimated that, as of 1985, there were approximately 81,000 fanns accounting for some 6 
million ha. The remainder of the State (18 million ha) included "public iands, forest, 
ecological or Amerindian reserves; areas set aside for future colonization schemes; and lands 
which have'been precariously occupied by a small number of farme. without officially 
recognized titles or land rights".' 

' The Request placed great importance on the whole question of land tenure 

3.6 
was uncertain, due to many overlapping laws and regulations, and that it would be essential 
to clarify this, develop appropriate rules governing land tenure activities and build the 
capacity to enforce. 
Constitution and State law, it was known that some people were living in, or held claims to, 
lands classified as Zones 4, 5 and 6 (i.e., land which should remain under natural fortst 
cover). These included indigenous p p l e  (thought to number about 4,400), small scale 
extractivists (mainly rubber tappers, numbering about 2,500), inhabitants of small towns 
(including some municipal centers) and an unknown number of squatters @osseiros) of 
different categories. 

It was known at the time that the land tenure situation in much of the State 

When Rondonia's zoning was developed and put into the State 

3.7 
relation to the total area of these Zones, the State Government decided to proceed with the 
establishment of conservation units, forests and extractive reserves, and protection of 
indigenous reserves, and to begin enforcement of the zoning as soon as possible, in order to 
halt further encroachment and occupation of the Zones. Over the medium-tem, a two- 
pronged approach would be followed with Project funding: (a) development would be 

However, since the area affected by these groups was SU quite-small in 

5.  

6. 

For an explanation of the agrozcologidsocio economic zoning. see paras. 3.44 to 3.54. 

The Agreement was invoked by the Federal prosecutor to obt.in an injunction against INCRA in a Federal 
court in Rondonia. The injunction was granted by the court. 

7. SAR, para. 2.16. 

- 
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encouraged in Zones 1 and 2, which are suitable for sustainable agriculture, thus attracting 
small-scale migrant farmers away from Zones 4, 5 and 6; and (b) the project would also 
support socio-economic and tenure studies and the development of management plans for the 
latter three Zones, and strategies would be developed for dealing with existing settlers (e.g., 
expropriation, establishment of buffer zones, involvement in conservation unit management, 
etc.). 

3.8 
few years before, much of the land was still under Federal jurisdiction at the time of project 
preparation. INCRA had historically been the main Federai agency responsible for 
settlement and land regularization activities in Feded lands and, hence, it was critical: 
(a) to ensure INCRA's compliance with Rondoia's zoning; and (b) to develop the capacity 
of a State land institute to take on increasing responsibiitieS from INCRA*. 

As Rondonia had been transformed from a Federal temtory to a State only a 

3.9 
discussions with INCRA's management, at both Federal and State levels, on the implications 
of zoning for its activities in Rondonia. To cite a few examples: 

From the start of project preparation, the Bank engaged in numerous 

(a) The Identification Mission of September 14-October 9, 1987 met with 
technical staff  and the State Superhtendent of MIRAD in Rondonia and 
MIRAD management in B~s i l ia .  MIRAD..." which in the past has promoted 
settlements in areas that afterwards proved to be totally unable to sustain 
permanent agriculture, agreed on the need to complv with the zoning ... it was 
agreed that no more settlements will be made outsioc Area 1.. .and MIRAD 
will work with the State to better organize land use in areas where agricultural 
development will be concentrated. MFlRAD will also work with the State in 
enforcing the non-ncognition of land rights in areas that should be preserved, 
as well as'b organking usufruct rights in areas destined for extractive 
activities." (Report of November 10, 1987) 

@) The Preparation Mission of April 11-29, 1988, included an external specialist 
with experience on land policy issues in the Brazilian Amazon. The mission 
had extensive meetings with MIIZAD, both in Rondonia and Brasilia. "Both the 
Federal and the State agencies seem unusually open to the idea of doing their 
planning in accordance with the Zones ... the mission has consistently, indeed 
insistently, stressed that the result of the policy negotiations would result in 
. . . no new colonies in inappropriate areas and no new services or expansions 
of existing colonies in areas with poorer soils . . . concentration of the agrarian 
reform program, already underway in the State, in Zone 1 ... the right to 
dispossess pcople through disappropnation of their land if they are using it in a 

8. For parî of this period, INCRA was absorbed into the Ministry of Agrafian Reform and Development 
(MIRAD), and is n f c d  to in lhe documents u MIRAD. 

1 

Ilr I I I 



- 13 - 
manner inconsistent with those specified for the zone . . .'I (Report of May 26, 
1988, Annex .. 4). 

(c) In a letter from the then Minister of Interior (the Federal Ministry with 
oversight responsibility over the Rondonia project) to the Bank's Pnsident, the 
Federal and State Governments committed themselves to a program of action 
which eventually, with only minor modifications, became Rondonia's Refom 
Program. The program of action was signed by the Secretary General of 
MIRAD. (Letter of April 29, 1988). 

(d) In a follow-up letter from the Secretary-General of MIRAD to the Secretary 
General of the Ministry of Interior, MIRAD committed itself to suspend 
issuance of any kind of title not in accordance with Rondonia's zoning, and to 
re-orient the operational programs of settlements in Machadinho and Cujubim 
(previously-established settlements in areas which proved not suitable for 
sustainable development) with a view to consolidation and no further 
expansion. In the same letter, MIRAD detailed all of its ongoing and 
previously planned activities in Rondonia, but confumed that 'I . . . the totality 
of these actions will suffer, necessady, a compatibilization with the strategy 
of regional development established in the referred Zoning.'' (Letter of 
June 29, 1988). 

3.10 Despite these examples of a satisfactory dialogue with MIRAD/INCRA during 
project preparation, there were occasional indications of behavior inconsistent with the 
zoning, and frequent concerns expressed by different NGOs (some complaining about alleged 
INCRA settlement actions, others complaining about lack of settlement activity by INCRA). 
In addition, during the long course of project preparation and appraisal, there were several 
changes in management at INCRA, at both the Federal and the State level.' Therefore, 
given the importance of INCRA for the succcss of the Project, the Bank sought further 
special commitments in the course of negotiations: 

(a) Prior to completion of loan negotiations, the Bank sought and obtained a 
written understanding between MCRA and SGR confirming that INCRA 
would respect Rmdonia's zoning. (Protocol of Intentions between INCRA and 
SGR, June 1991). 

@) Section 3.04 of the Loan Agreement committed the Federal Government, of 
which INCRA is an agency, to enforce Rondonia's Reform Program (which 
includes policies related to zoning) and to observe the zoning in all 
fedemlly-fmanceâ investment activities in Rondonia. 

I (c) Section 6.01 (b) of the Loan Agreement stipulated that an agnxmcnt between 
1 

INCRA and SGR concernjng land ngularhtion policies and practices to be 
observed in the State would be a condition of effectiveness. The Agreement of 
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November 1992, signed by INCRA and SGR, constitutes a legally enforceable 
agreement under Brazilian law, and contains provisions stating that INCRA 
would not violate the provisions of Rondonia's zoning. This Agreement has 
been carefully reviewed by the Bank's Legal Department, which concluded 
that it was acceptable for purposes of fuifrlling the condition of effectiveness. 

- 
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3.11 
work plans between the SGR and INCRA because they were judged, in the course of 
supervision, to be important for implementation purposes. It is not uncommon for such 
decisions to be made during supervision; additional openting agreements with INCRA and/or 
other agencies may be requested before the Project is completed. The first such decision was 
made by the Bank's supervision mission of September 1993, which requested an additional 
operational agreement between SGR and INCRA. This was not because of violations on 
INCRA's part with respect to the 1992 Agreement, but because the preparatory work for 
Conservation Units (CUs) was behind schedule and the mission judged that it was important 
to have an agreement between INCRA and the SGR for carrying out the socio-economic and 
tenure studies needed before demarcation of the CUs. This is the agreement which the 
Requesters claim was not signed (and, therefore, was "misrepresented" to the Board in the 
March 1994 Status of Implementation Report). In fact, the agreement was signed on 
February 3, 1994. 

The Bank has subsequently asked for further operational agreements and/or 

3.12 Because of serious concerns over new decrees issued by INCM to prepare for 
settlement activities that would be inconsistent with the zoning, particularly during Apd - 
July 1994, the Bank's August 1994 supervision mission decided that it was essential to obtain 
a further operational agreement on land regularization and settlement activities in order for 
INCRA to re-state its commitment to respect the Zoning Law and the Bank's Loan 
Agreement, and to encourage a more active collaboration of iNCF¿A with the Project. While 
INCRA had basically refrained from new settlement activities during the first ytar of the 
Pro.kt, beginning in December 1993 the pattern changed and worsened as the 1994 electoral 
p e n d  approached. 

3.12 
betwAn representatives of the SGR, the Ministry of Regional Integration (Mi€¿, formerly the 
Ministry or Interior), INCRA and NGOs, but the climate in which these negotiations took 
place was uncertain and complicated. The fmt round of Brazil's general elections was 
conc..:ted on October 3, but Rondonia had to go to the second round on November 15 to 
elect its Governor. In the circumstances, INCRA was reluctant to commit to such an 
agreement. The final election results determined a change of ruling party in Rondonia, at 
which point it was clear to the Bank that the agreement between INCRA and the SGR would 
have to await the new administration. 

Negotiations of such an agreement continued in September and October 1994 

3.14 
extremely important to prevent the possible abandonment of zoning; at the same time, it was 
equally clear that ensuring INCRA's collaboration had to be the center of Bank discussions 

Nonetheless, the Bank's presence in the Project at that crucial time was 
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with the new administration. The first such discussions took place with the Governor-elect in 
December 1994. The new administration got off to a slow start and negotiations with 
INCRA did not start untilFebruary 1995, with the fuli participation of the State Secretary of 
Planning, the State Attorney General and the President of the Land Institute of Rondonia 
CITERON). 
3.15 A draft agreement in March 1995 was found to be unacceptable to the Bank. 
Moreover, in discussions with NGO representatives, the Bank learned that, in early 1995, 
INCRA’s actions continued to disrespect the zoning. A strongly-worded letter was sent to 
the President of INCRA (and copied to the Ministers of Finance and Planning and to the 
Governor of Rondonia) on March 24, 1995, requesting an urgent resolution of the issue and 
stating that, if a solution were not found, the Bank would need to take remedial action as 
provided for in the Loan Agreement. INCRA continued to mist, and the Bank sent an 
additional letter on Aprii 4, 1995. 

3.16 
committed verbally to take fm action, in close collaboration with the SGR, to ensure that 
implementation of settlement projects decreed during 1994-95 in Zones 4 and 5 would be 
made consistent with the zoning. To build upon these commitments and to  stress the need to 
frnalke a satisfactory agreement with the SGR before May 30, 1995, a letter was sent to 
mCRA, copied to the Ministry of Finance, on April 24,’ 1995. The Bank was extrcmely 
concerned about the approaching dry season (a relatively short period which normally begins 
in June, when encroachment and deforestation normally increase). 

During the Bank’s March 1995 supervision mission, the President of INCRA 

. 

3.17 On Apni 25, the Bank was informed that iNCRA had taken administrative 
action against the Superintendent of INCRA-Rondonia and that an answer would soon follow. 
The Bank was then informed that the President of INCRA was also replaced, on May 12. In 
the post-supervision letter to the Governor of Rmdonia, on May 18, the Bank again stressed 
the need for a satisfactory agreement with INCRA by end-May, to ensure the continued flow 
of Bank funds to the Project. However, the new President of INCRA requested additional 
time to become acquainted with the issues .in Rondonia, and the State Secretary of Planning 
recommended that the Bank accede to this request. 

3.18 
June 16, 1995, to the Federal Minister of Finance that it would have no choice but to 
exercise its remedies i fa  satisfactory agreement was not signed by June 30, 1995. Dudg a 
mission to Brazil by Bank staff, a satisfactory agreement was fmally signed on June 26, 
1995. A work pro- to make the agreement operational, due within 30 days of the date of 
signature, is being prepared. The Bank is monitoring this activity carefully, and is hopeful 
that a satisfactory work program wiii be produced in the time required and thereafter 
implemented. 

The Bank agreed to a further 30 day extension, but stated, in a letter dated 

B 1 I 1 
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......................... 

3.19 The Status-of Implementation Report dated March 25, 1994, sent to the Board 
of Directors by the LAC Region, was misleading in that it distorted the 
contents of the Report of the Independent Evaluation Committee (IEC) with 
respect to INCRA, down-playing the problems identified and creating an 
"excessively optimistic" impression concerning measures taken by Bank staff 
and Governmental agencies. 

1 @>I 

3.20 
Implementation Report (SIR), and an inaccurate impression was not given concerning 
measures taken by Project implementing agencies or Bank staff. 

No distortion of the IEC's Report took place in the preparation of the Status of 

3.21 The Request suggests that the 1994 SIR was misleading because,it referred to 
an operating agreement between i N C U  and the SGR which had been recently signed and it 
downpiayed the IEC's findings on land tenure problems. The following points should be 

The SIR did not state that the Loan had been declared effective in spite of not 
having a legally satisfactory agreement with INCRA, because it is the 
Management's view that the November 1992 Agreement met the condition for 
effectiveness. 

The refeknce in the SIR to a recent agreement with INCRA was also correct; 
an operational agreement (originally requested by the September 1993 
supervision mission) had just been signed in February 1994. 

With respect to the findings of the IEC, although there were communications 
from various parties during the course of the work, the Bank received an 
Executive Summary dated February 1994. This was officidly transmitted by 
the Chaixman of the IEC and described as the "defmitive fmal" version of the 
Executive Summary of the IEC Report. Most of the language quoted in the 
Requesters' report as being from the IEC Report is not, in fact, included in 
that Final Executive Summary, and the SIR provides a faithful condensation of 
the points made in the Executive Summary received from the IEC Chairman.' 

9. Some o f  the language quoted in the Request was included in a document pnprircd by one member of the 
IEC in March 1994, but not adopted by the full IEC. In fxt, dthough the Bank did receive the Executive 
Summary from the Chairman of the IEC in Febnmry 1994, the IÉC was never able to agree on the text of a 
full report because of differences of opinion between members and with the SGR on a m g e  of details. 

n o 
4 
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Ths SIR does not suggest that settlement or land regularization was out of 
control in Rpndonia. This certainly was not the case during 1993 when new 
settIement activities were not camed out in the field, despite strong pressures 
on INCRA and the SGR to do so, and when the number of titles given for 
holdings outside of settlement areas and Zones 1-2 had dropped off 
dramatically; this provided some reason for encouragement at that time. Also, 
the activities covered in the February 1994 agreement between INCRA and the 
SGR on CU work in Zones 4, 5 and 6 were proceeding in a satisfactory 
manner, with significant participation by the NGOs. 

'mz: I A 4 4 <,' 

3.22 The S A R  Matrix is the basis of the institutional reform program supported by 
the Project. The Request alleges: (i) that Section 2 was not monitored 
properly1o and (U) that the Bank ignored evidence concemhg INCRA's 
violation of the assertion made in Section 4 with respect to deforestation and 
land titles .I1 
matrix 1 (CN 

3.23 
settlement activity inconsistent with zoning. None of the areas declared by INCFU to be of 
"social interest" between 1992-1995 in Zones 4 and 5 were expropriated by INCRA nor have 
they benefited from any investment by INCRA, During 1992-1995, INCRA issued about 
2,474 titles mainly in Zones 1 and 2. Titling generally dropped off dramatically from 1,034 
in 1992 to only 129 in 1993 but then picked up again in 1994 to 1,311. According to 
INCRA, about 5% of these titles were issued for holdings in Zones 4 and 5, and these were 
undetected by the Bank. 

The Bank has closely supervised and taken action when INCRA proposed 

IO. Moniîorable actions: Section 2: (i) no new settlement or land titling in areas without sustainable 
development potential as identified in igracologial zoning; (ii) development of land tenure legislation and 
regulations in conjunction with INCRA to ensure ... consistency with taning. 

11 .  The assertion was that MIRAD Regulatioru had nullified previous dccrccs that - m i d  deforestation as 
evidence of land occupation for titling pu'posts. 
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3.24 Settlement. n e  Requesters cite severai instances of settlement activities by 
INCRA during 1992-95 wwch seem to be inconsistent with Rondonia’s zoning and suggest 
that the Bank either has not been supervising these matters closely or has not been taking 
them seriously, or both, This is not the case. The Bank has been in dialogue with INCRA, 
the SGR and NGOs, and believes that its involvement has been catalytic in preventing 
INCRA proceeding with the settlement projects. 

3.25 The cases mentioned in the Request have certain characteristics in common: 
(a) they are complex, involving a number of occupation claims which pre-date Rondonia’s 
Zoning Law, in some cases by several years; @) they often involve serious conflicts between 
earlier occupants with claims to iarger properties, and small farmers who have recently 
migrated to the areas and are desperate to obtain land; (c) there are divergent opinions 
among NGOs, including among member organizations of the NGO Forum itself, as to how 
these problems should be resolved, with some pressuring the Bank, INCRA and the SGR 
intensely not to permit any settlement whatsoever in Zones 4, 5 and 6, and others 
campaigning for selective settlement provided the beneficiaries are small farmers; (d) while 
the areas in question are sizeable in absolute terms, they constitute only a very small 
proportion of the total areas of Zones 4, 5 and 6. To illustrate the nature of the issues and 
of the Bank‘s involvement, the foliowing is a summary description of two of the main sets of 
settlement activities mentioned by the Requesters. 

3.26 Curupira, Rio do Conto and Agua Azul. Shortly after Board presentation, 
the Bank received information from both the NGO Forum and the SGR about INCRA plans 
to create thnx settlement projects at Curupira, Rio do Conto and Agua Azul. On June 22, 
1992, the Department Director sent a letter to the President of INCRA and the Minister of 
Finance inquiring about the matter, calling attention to the zoning and agreements reached 
during Loan negotiations. In foilow-up discussions in June 1992 between Bank staff and 
INCRA, MIR and the SGR, INCRA informed that these actions were intended to regularize 
occupants (posseiros) whose occupation pre-dated the zoning by a number of years. The 
Bank emphasized that, whatever the validity of the individual claims might be, settlement 
activities per se could not proceed, as the iands were not suitable for sustainable agrkultud 
development and settlement of them would be a clear violation of the zoning. 

3.27 
confumed that the iands had been partly occupied before the zoning (the letter mentions that 
when the lands passed to the patrimony of the Union on February 3, 1982, they were already 
partly occupied). INCRA suggested that, as an alternative, it would be willing to transfer the 
inhabitants to another location where settlement would be possible, but that they did not want 
tomove. It also alleged that NGOs had been involved in the initial occupations, despite the 
fact that NGOs were now objecting. Nonetheless, INCRA did not explicitIy agree not to 
pro& with the settlements. 

In a fomal reply to the Bank on July 6, 1992, the President of INCRA 

l i r  I I 
I 
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3.28 
two mission members visited the area in question and found no evidence of recent settlement 
at field level. LNCRA &onfiied to the mission that it would not undertake any 
colonization or land regularization activities in these areas, since to do so would be 
inconsistent with the zoning. 

The Bank’s November 1992 supervision mission pursued the matter further; 

3.29 
the projects at Curupira, Rio do Com and Agua Azul, the Bank objected and INCRA 
management advised that the provision had been included in the 1993 budget prior to the 
understandings reached in 1992, but that they were not actually being utilized and would be 
transferred to other activities. INCRA complied with this commitment throughout 199312. 

In early 1993, on leüiming that INCRA’s annual budget included provision for 

3.30 
of INCRA documentation. As of late June 1995, there was st i l l  no physical evidence of 
further settlement activity by i N C U  nor were INCRA budgetary resources being spent for 
this purpose. There are 29 recognized occupants (involving perhaps 150 people) all of whose 
claims pre-date the zoning, and perhaps another 25-30 families with no official occupation 
documents (they also appear to have been there for a number of years, although there are no 
records to substantiate this). In early July 1995, INCRA signed a written commitment to 
terminate these three settlement projects. 

The Bank has continued to monitor these areas, through field visits and review 

3.31 Nova Vida, Rio Branco, Oriente, Pedra do Abismo. This is the latest major 
activity which INCRA initiated in Rondonia, under a decree of expropnation for public 
interest on July 22, 1994 (preceded by a related action in Sdo Sebasrião in April 1994). This 
was accompanied by intense pressure for and against such action by local municipaI and State 
congressional representatives and various NGOs. 

3.32 
estimate that there could be as many as 3,000 families. Some have claims pre-dating 
Rondonia’s zoning. During 1993, three NGOs1’, requested INCRA’s Regional 
Superintendent in Rondonia to undertake expropnation (of original posseiros) and settlement 
of small landless families in several areas. While the Bank’s September 1993 supervision 
mission had concentrated on the Curupira-Rio Conto-Agua Azul case described above, it 

A iarge number of small farmers are involved; Bank staff visiting the area 

12. The Febniary 1994 Final Executive Summary of the IEC, which reviewed ihe first y e u  of project 
._ activities, made reference to 9tmta~ku d o  r0ncmtbak.f (attempts not realized) by INCRA to establish 

new settlements, suggesting that, at the time, the IEC also did not find evidence of actual INCRA 
settlement activities in the field. 

13. The Landless Peoples’ Movement (Movimento dos Scm Tema, MST), the Pastoral Land Commission 
(Comirao Pastoral da Tema, CPT) and the Federation of Rural Workers (Federaçdo dos Trabalhadores 
Rurais, FETAGRO). 

I 
IB 1 I 7 
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learned also that there were additional p- sures for other settlements but received fm 
assurances from INCRA-Rondonia that I. such activities would be undertaken. 

- 

3.33 
appeared, one of which reported on complaints by MST, CPT and FETAGRO that INCRA 
had not undertaken a single expropriation (for purposes of settlement) in Rondonia in ali of 
1993". On March 3, 1994, in a meeting between INCRA, a State Deputy and 
representatives of some NGOs (FETAGRO, MST, CTP and a representative of the NGO 
Forum), it was agncd, inter alia, that INCRA would take ali necessary action, by April 1, 
1994, to launch an expropriation for settlement purposes in Aquidaban, Fazenda Belorfo, Rio 
Branco and Sdo Sebastido. 

, Throughout the rest of 1993 and early 1994, various newspaper articles 

3.34 On March 11, 1994, the NGO Forum of Rondonia sent a letter to INCW 
objecting to this decision. In a follow-up meeting on March 15, with some municipal 
Presidents of FETAGRO present, INCRA stressed the contradiction in the position of the 
NGOs. The point was also made that a group of 16 State Deputies and the Rural Labor 
Syndicates of two municipalities had appealed to the President of the Republic to undertake 
the expropriations. In a separate meeting with INCRA management in Brasilia on March 17, 
1994, the NGO Forum, Vice-Pnsident of FETAGRO, and State Director of MST agreed 
that I N C U  should proceed with some expropriations but not others. 

3.35 In a meeting on May 13, with some representatives of NGOs, it was agreed 
that a joint State-Civil Society Commission should be established to study the situation, 
including site visits. Finaliy, on M a y  24, in another meeting limited to INCRA and some 
members of FETAGRO, it was decided: (a) to proceed with the expropriation actions; @) 
that the size of lot to be established should be no larger than 30-50 h3- (c) politicians, 
loggers and traders would not be recognized; and (a) a Commission including INCRA, 
FETAGRO, CPT and MST should be cmted to study alternatives to address the needs of 
rubber tappers in lots of 250-300 ha. The point of citing these various meetings, and there 
may well have been others, is to illustrate the diversity of views within and among many 
institutions on how to deal with those issues. 

3.36 INCRA initiated the expropriation process in July 1994 for Rio Branco, Nova 
Vida, Pedra do Abismo and Oneme (having already launched S o  Sebastido in April 1994). 
However, a Federai judge put a restraining order on any expropriation or land settlement to 
be carried out by TNCRA which were in contradiction with the zoning; this restraining order 
included Rio Bronco, Nova Vida, Pedro do Abismo and Oneme. The Bank supervision 
mission h August 1994 took the position that these artas  of conflict would need an urgent 
solution and that such areas should have fmt priority in the studies for the Second 
Approximation of the zoning. It concluded that problems of existing occupations would have 

14. 'O &faddo'. Rondonia, October U, 1993. 
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to be addressed, but that a rushed resolution of these areas in the midst of a political 
campaign would substantially .. accelerate land invasions. 

3.37 In November 1994, the Governor of Rondonia came to Washington D.C. to 
request the Bank’s agreement to change the z o a g  category of lands around the road BR- 
429, including the above-mentioned areas, in order to begin an aggressive titling campaign of 
settlers based on studies carried out by ZTERON in collaboration with INCRA and the 
Rondonia State Secretariat of Environmental Development (SEDAM) in 1994. The Bank did 
not accept the proposal and, as of the time of writing this report, no official settlement 
actions have begun at field level. 

3.38 
issued in December 1993 for a much smaller area known as Fazenda Roncauto. It involves 
1,500 ha and 42 families, of which 38 have been occupying the land since 1986. The Bank 
is ki discussion with INCRA over this case, for which final titles have not yet betn given. 
MCRA has reconfimied to a recent supervision mission that there are no other new 
settlements underway or planned in Rondonia. 

The only other case cited in the Request concerns an expropriation decree 

3.39 
compared with the pre-projedpre-zoning period, and that the number of titles issued 
declined markedly in 1993, suggesting that the first year of the project was positive as 
reported h the SIR but was then followed by an upswing in titling in 1994. The total 
number of titles given dropped from 1,034 in 1992 to only 129 in 1993 but then increased 
again to 1,311 in 1994. However, INCRA insists that for the entire 1992-94 period, no 
more than 5 % of titles issued were outside Zones 1 and 2, and the majority of these related 
to pre-project claims. The data also suggest that the average size of property is under 100 ha 
&e., not considered large in the Rondonia context). 

Titling. Recent information seems to indicate a decline in land regularhation 

3.40 
is correct as regards the language of INCRA’s Portarias and Instructions. However, other 
policies of INCRA do not accept forest clearing alone as p m f  of occupation but, rather, 
requires evidence of actual use of the land in farïning or pasture. In other words, there is no 
incentive to simply deforest an area in order to lay claim, without following up by working 
the land. This is not to say that, in some cases, INCRA staff may not actually look for such 
evidence of active use of land, only that this is not an issue of regulations because they 
should be doing so to comply with internal requirements. 

Regulations. On the subject of forest clearing, the information in the Request 
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Project Activity: 2. Zoning and State Conservation Units 

3.41 The Bank made only timid efforts concerning the institutionalization of zoning, 
and failed to insist on the revision of Decree No. 6,316 of March 24, 1994 
concerning zoning. 
Flab 2 (all 

3.42 
since the Bank’s opinion is that Decree No. 6,316, which provides the Regulations for the 
Zoning Law, is adequate for the purposes of zoning based on the Zoning Law and the first 
stage of technical work, we do not agree on the need for its revision. 

We do not agree that the Bank’s efforts concerning zoning were timid and, 

3.43 
subject to neariy two decades of massive inward migration, poverty was widespread, and 
Amerindian communities were in a parîiculariy precarious situation. Despite some efforts to 
address such issues, there were oficial plans to initiate new settlements, several of them 
already started, as well as other public investments including the opening of new roads in 
ecologically fragile arcas. The Government was becoming increasingly concerned about the 
long-term consequences of what was essentially stiii a laissez-faire approach to occupation of 
the State. 

At the time of project identification in late-1987, Rondonia had already been 

3.44 
ingredients for proper ehvironmental management, conservation and sustainable development 
were missing in Rondonia: adequate technical knowledge, a supportive incentives structure, 
strong institutions, political consensus, effective local participation and empowerment, and 
adequate financial resources were ai i  conspicuous by their absence. The main deficiency was 
the lack of an objective framework giving priority to efforts to address these problems. The 
most significant action taken at the start of project preparation was to reach agreement with 
the Federal and State Governments on the use of zoning to provide that framework. This 
helped to shift the debate on environmental management and conservation issues from a 
highly-charged emotional plane to a more technical one. 

When the Bank first began preparation of the Project, many individual 

3.45 
Bank under an earlier project, worked with SGR officials to review existing data (e.g., 
sateiiite imagery and public and private research infonnation). The result, the First 
Approximation of the zoning, made an assessment of land use capabilities, distinguishing 
those areas of the State which appeared to have sustainable development potential from those 
which should remain under permanent forest cover because of poor soils, biodiversity 
considerations and/or the presence of Amerindian communities. 

A special FA0 Technical Cooperation Program (FAO-TCP), supported by the 

i‘r I I 
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3.46 The first zoning exercise was completed in September 1987. The State was 
divided into six zones and basic development strategies were prepared for each one. Zones 1 
and 2 (with a total of 9.2 million ha) were.judged to be suitable for sustainable agricultural 
development, preferably under tree crops and other agro-forestry. Zone 3 (0.6 million ha) 
was considered suitable for riverine agriculture. Zones 4, 5 and 6 (14.5 million ha) were to 
remain under permanent forest cover in the form of reserves and Conservation Units. 

3.47 A revised version of the zoning was discussed at an International Seminar in 
Brasilia in May 1988, after which Rondonia adopted the zoning in State Decree-Law 3,782 
of 1988. The SGR was enthusiastic over the fact that the zoning provided a framework and 
rationale for decision-making (e.g., in what parts of the State to allow new settlement, where 
to c-mcentrate public investments, which areas to conserve and under what type of 
management regime) which had a clear technical basis that could be explained to involved 
parties. 

3.48 
1:1,000,000, would need to be refmed for detailed plannhg and implementation purposes. 
In particular, more information was needed about the status of occupation of each of the 
Zones to be protected (Zones 4, 5 and 6), and about land use capabilities in discrete areas 
within or on the borders of the major zones. The zoning was thus viewed as a "livhg" 
exercise, for which frequent refinements would be needed, with the Project to provide the 
frnancing for the inithi refinements (refeed to in the Project documents as the "Second 
Approximation" of the zoning). 

At the same time, it was recognized that the zoning, which was on a scale of 

3.49 Decree-Law 3,872 was followed by a letter of April 29, 1988 from the then 
Federal Minister of the Interior to the Bank's Prtsident, committing the Government to a 
series of actions to implement the zoning. The letter attached a Program of Actions signed 
by the Federal Ministries of Interior (to which F"A? belonged) and Agriculture (to which 
WCRA and the Brazilian Forestry Development Institute -IBDF- belonged). With some 
minor revisions, this iater became Rondonia's Refonn Program under the ban.  

3.50 In 1989, the zoning was incorporated into Rondonia's new State Constitution, 
providing a firm basis for ail future State legislation on related matters. This was a 
pathbreaking effort in Brazil at that time, and one which was clearly taken in the context of 
the Bank-supported Project. Rondonia is the only State in Brazil, with the exception of Mato' 
Grosso (for which a similar exercise was later carried out, also in the context of a Bank 
project), which has conducted a comprehensive zoning, incorporated this into State law, and 
therefore has a clear framework against which compliance with environmental commitments 
cm be measured on a statewide basis. The Request is critical concerning the absence of 
regulations for Decree Law 3,782. When the Bank decided to press for incorporation of the 
zoning into the new State Constitution, it was no longer a priority to regulate Decree Law 
3,782, because it was agreed instead that a stronger Complemenm Law would be passed 
afterwards, based on the new Constitution. Complementary Law 52 was passed in 1991. 
This Law had provisions similar to Decree 3,782 but, being complementary to the new State 

Ir I I I 
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Constitution, had a higher legal standing. Complemenîary Law 52 was presented to and 
approved by the State Conwss in 1991, in the context of the negotiations of the Bank Loan, 
and is referred to in the &utes of Negotiations. The Loan Agreement (Section 3.04) also 
committed the Federal Government (of which INCRA is an agency) to observe Rondonia's 
zoning. 

3.51 
Decree 6,316 in March 1994. This was a much longer interval than provided for in the Law 
and the regulations should have been issued sooner. The fact that they were not was partiy 
due to the delay in Loan effectiveness and the actual start-up of implementation (until June 
1993), and to the SGR's concern to complete the "Second Approximation" of the zoning 
before fuialiung the Regulations. in the event, since the Second Approximation was also 
delayed because of procurement and financing problems, the Bank finally insisted on the 
issuance of the Regulations based on the initial version of the zoning, pointing out that these 
could always be modifed later when improved information became available. 

Enabling regulations for Complementary Law 52 were approved as State 

3.52 The fust SIR the Bank's Board of Executive Directors mentioned that the 
enabling Regulations for Complementary Law 52 had just been received but had not yet been 
analyzed. Tkey were subsequently reviewed and found to be adequate to implement the 
zoning. The attachment of a zoning map to the Regulations and the inclusion of geographic 
coordinates would have facilitated implementation. For that reason, the report of the Bank's 
August 1994 supervision mission called for a revision of Decne 6,316. Discussions to 
amend the nguiations were initiated in September 1994, but were not concluded in the frnal 
months of the outgoing State Government (elections in October and November 1994 at 
Federal and Sîate levels) or the initial months of the incoming Government. The March 
1995 supervision mission decided to emphasize more aggressive promotion of the zoning, 
which will again involve a broad dissemination of the map. Hence, the Unmediate nttd to 
improve Decree 6,316 ikelf was minimized; this will be taken up again when the results of 
the Second Approximation of the zoning become available, for which studies will start soon. 

3.53 In summary, the Bank: (a) supported the technicaI work to prepare the zoning 
for Rondonia; (b) was instmmental in getting the zoning reflected in State legislation and the 
State Constitution; and (c) was instrumental in obtaining the Fedexal Government's agreement 
to respect the zoning. This latter step was criticaí, because much of the land in Rondonia 
was (and is still) under Federal jurisdiction, dating back to the period when Rondonia was a 
Federal Temtory. Not all steps occurred as quickly as might have been desirable, especially 
the issuance of enabling Regulations for Complementary Law 52, but the Bank considers that 
the main actions taken are leading to sound legal institutionabtion of the zoning. Further, 
as-mentioned by the Requesters, a Feded Judge in 1994 issued a restmining order against 
some proposed I N C M  activities in Rondonia on the grounds that they we= inconsistent with 
the State's zoning; this supports the view of the Bank that the zoning does, indeed, have a 
sufficient legal basis and is enforceable under B d a n  law to support the Project objectives. 
There are ctrtainiy issues of non-compliance, but not of inadequate legal institutionalization. 

A 1 I 
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3.54 
as though the zoning were legaiiy valid, with or without enabling Regulations, both in the 
lead-up to Loan negotiations and during early implementation. This has undoubtedly had an 
important deterrent effect and has contributed to the marked dccrcase in the rate of 
deforestation in Rondonia in the late 1980s and early 1990s (although the rate of 
deforestation in Brazil has declined generally, the decrease in Rondonia has been even 
faster). From the very start of project idcntifcation and preparation, the Bank advised the 
then State Governor that it would not proceed if the State acted on plans to pave the road 
BR-429. A variety of Conservation Units were established in 1990 and 1991, as planned in 
the Zoning; the SGR entered into a series of opexathg agreements among State agencies and 
with Federal entities to carry out or obey the zoning. Demarcation activities of Conservation 
Units and reserves have been undertaken. The State disseminated the zoning within 
Rondonia and elsewhere in Brazil, and obtained agreements on several occasions from 
INCRA to halt announced settlement activities that were inconsistent with zoning. The Bank 
obtained the SGR's agreement to withdraw from circulation a state road map which showed 
both cumnt and planned roads, on the grounds that it was inconsistent with the zoning. In 
summary, there has k n  a ìarge body of actions by the Borrower and the SGR which 
constitute evidence that they have behaved in the firm belief that the zoning is legally 
binding. 

Lastly, from a practical standpoint, the Borrower and the SGR have behaved 

3.55 The Bank Wed to monitor Section 1 of the S A R  Matrix, specifically the 
continuous enforcement of the Zoning Plan by ITERON and the Forest Police. 
wtrix 2 @)I 
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3.56 
late start-up and slowness in implementation, partly îhe result of counterpart funding 
difficulties, upheavals associated with national and then state elections, and the weakness of 
the State and Fcderai implementing institutions. In particular, the Second Approximation of 
the zoning will start in the near future, after a delay of over two years. This has been the 
cause of problems, given that this Second Approximation would have been used to clarify 
some areas of dispute (mainly concerning occupations in Zones 4 and 5 which predate the 
zoning). 

There was no failure to monitor on the part of the Bank. The Project had a 

3.57 
of enforcement, particularly compared with the "before-project" situation. However, as 
described in the First SIR to the Board in 1994, serious problems sti l l  need to be addressed: 
illegal logging and invasions of Amerindian and other reserve areas are still not under 
control. 

With respect to the State Forest Police, there have been improvements in terms 
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3.58 
strengthened through a tecmcai assistance program. The SGR, with assistance from the 
United Nations Development Program o P ) ,  is preparing a detailed institutional 
strengthening plan, and a Bank institutional specialist is to visit Rondonia in July 1995. 

The Rank recognizes that ITERON is a weak institution and it is being 
- 

3.59 The Bank failed to scruîinïze legally-deficient SGR decrees concemhg the 
Conservation Units and to monitor the drafting of legal instruments by the 
SGR for the effective establishment of State Consemtion Units. 
[Matrix 2 @)I 

3.60 Decrees creating all the Consemtion Units (CUs) mentioned in Section 2.10 
and five of the Units mentioned in Section : . 11 of the Project Agreement w e n  issued under 
the Transitory Dispositions of the State Constitution of 1988 (Articles 18, 20 and 21); they 
were found to be adquate by the Bank Management. Decrces for the remaining CUs will 
have to await completion of technical work financed under the Project; the Management 
recognizes îhat such work is behind schedule. 

3.61 As a result of the zoning, it was decided during Project preparation that a 
variety of initiatives would be undertaken to preserve the majority of land in Rondonia under 
natural forest cover. SpeciIlcaïly, most land in Zones 4, 5 and 6 would be placed within 
biological reserves, tcoiogical reserves, parks, state and federai forests, extractive reserves 
and Amerindian reserve;. The kind of CU to be created derived from the results of the 
zoning, but all s h a d  the common objective of keeping as large a part of Rondonia as 
possible under natural forest cover. It was recognized that, following more detailed studies 
of the areas, the ciassifications of specific arcas might be changed. 

3.62 
Federal Government had already established four important CUs and two national forests, 
covering an area of about 1.7 million ha. However, these were not well-maintained and were 
not adequate to preserve fully the State’s rich biodiversity. The SGR therefore cstabiished 
several additional CUs prior to b a n  negotiations, and others were to be created according to 
a dated schedule. 

Obligations under the Loan. In the years p d h g  project preparation, the 

(a) Section 2.10 of the Project Agreement requires the SGR to maintain 11 C U s  
(Guajará-Mirim, W e i a  and Corumbiara State Parks; Serra dos Três Inndos 
State Ecological Station; Rio Ouro Preto and Truc&l State Biological 
Reserves; Rio slio Domingos, Rio Abunã, Rio Roosevelt and Rio Madeira 
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State Forest Reserve; and Rio PretojJacundó Extractive Reserve). These CUs 
cover a total of 2.56 million ha. 

(b) Section 2-11 of the Project Agreement requires the SGR to create an 
additional 12 CUs (Serra dos Parecis and Serra dos Reis State Parks; Pacaas 
Novos, Rio Novo, São Miguel, Pedrar Negras, Jacy-Parad and Rio Cautdno 
Extractive Reserves; and Rio Guaport!, Rio Mequens, Rio Machado and Rio 
Vermeulo State Forests). These CUs cover a total area of 2.31 million ha. 

In other words, the Project Agreement requires the SGR to establish and maintain 23 CUS, 
- with a total area of 5.05 miliion ha. At the present time, the Loan is assisting Rondonia to 

establish a total of 54 CUs covering some 6.0 million ha. 

3.63 As mentioned in para. 3.60 above, decrees for aii CUs in Section 2.10, and 
five of the 12 CUs in Section 2.1 1 were issued in 1989-90 and were found to be adequate by 
the Bank. State decrees of interdiction were issued in 1991 for two others, and five have not 
yet been legally created. The interdiction decrees, valid for 180 days, authorized the State to 
carry out the necessary studies to create the CUs. As the preparation of this technical work 
was behind schedule, the interdiction period was extended, via decree, for another 180 days. 
The Bank has not insisted on further extensions of the interdiction date, or an interdiction 
decree for the remaining four CUs, but has focused with the SGR on expediting preparation 
of the technical reports and accompanying documentation to conf i i  the h i t s  of the CUS 
through an additional legal act (either a decret or a State law) and to request the transfer of 
the lands from the Federal Government to the State. 

3.64 For all but one of the CUs listed in Section 2.10 of the Project Agreement, 
socio-economic and land tenure studies have been carried out; ecoiogical assessments have 
started in three areas and the rest are scheduled for 1995, in order to obtain the deftnitive 
transfer of the lands from Federal to State jurisdiction. For the remaining CU (candejar, 
8,985 ha), agreement in principle was reached with the Bank in 1993 to exchange this area 
for a larger and more biologicaliy diverse one (Samuel Ecological Station, 76,698 ha) which 
is less vulnerable to encroachment; amendment of Section 2.10 of the Project Agreement to 
reflect this change will be done only after ail the studies have been completed. Demarcations 
are completed or underway for six of the 11 CUs, plus the Samuel Station, covering in total 
40 % of the area of the CUs in Section 2.10. 

3.65 
economic and land tenure studies have been carried out and ecological assessments are 
scheduled for 1995. Demarcations have been completed for two of these CUs and are in 
progress for another three, covering in total 44% of the area of the 12 CUs. 

For aU 12 of the CUs listed in Section 2.11 of the Project Agreement, socio- 

3.66 
SGR has issued decrees, conducted studies and carried out demarcation of lands which st i l i  
belong to the Federal Government, and therefore asserts that these actions are legally 

Transfer from the Federal Government. The Request mentions that the 

I 1 
- I/ 
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questionable. This is correct, but is not likely 7 pose serious risks to the Project. When the 
decision was taken during project preparation stablish the new State CUs, it was 
understood that most of the lands on which tht, were to be created were under Federal 
jurisdiction and certain procedures would have to be followed to obtain their transfer to the 
State. Federal legislation exists governing the transfer of Federal lands to the States (Decree 
Law 2,375 of November 24, 1987). 

3.67 To comply with this law, Rondonia would need to complete socio-economic 
and land tenure studies, as well as ecological evaluations of each area, to constitute what is 
known as a "project" providing the technical justification for the tmnsfer. It was never 
expected that this would be &ed out before the creation of the CUs, but rather that these 
activities would be funded under the Bank loan and d e d  out in the course of Project 
implementation. By virtue of its participation' in project preparation, and in assuming the 
role of Borrower of the Bank loan, the Federai Govenitnent also endorsed Rondonia's 
strategy and did not question the fact that the CUs were being established on land that was 
still Federai; it was understood that the transfers would take place once the technical 
"projects" had been completed. 

3.68 
commitment on the part of the F e d d  Government but, rather, mainly to the delays in start- 
up of the Project and release of funds, which in turn caused delays in implementing the 
supporting studies needed to justify the transfers. Progress on some of the 23 C U s  
mentioned in the Loan and Project Agreements has also been affected by the State's decision 
to p d ,  in parallel, with the creation/studics/transfer of a series of other CUs assisted by 
the Loan but not mentioned in Sections 2.10 and 2.11 of the Project Agreement. A number 
of these additional arcas are designated as State Forests and Extractive Reserves, and have 
been quested by NGOs. Since the end result (the placing of a iarger part of Zones 4,5 
and 6 under protection aS CUs) wiii enhance the achievement of the Project's objectives, the 
Bank considers this to be a positive development and additional evidence of the SGR's 
commitment to zoning. In March 1994, the Governor of Rondonia formally initiated the 
transfer process by officially requesting the first set of 26 CUs. Cumntiy the State 
Government is completing the "technical" projects needed to support the request. 

The transfer process is behind schedule, aithough this is not due to lack of 

3.69 The Bank failed to nport adequately to the Board via the SIR concerning 
ix~~gularities in Decrees and legal instruments estabiishing CUs. 
IMatnix 2 ( 4 3  
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3.70 
believes that the Borrower and the SGR have been following an agreed strategy which makes 
sense, namely to attempt where possible to secure the physical protection of the CU areas 
with demarcations, while completing the necessary legal steps which can be time-consuming. 

The SIR did not contain a reference to this matter because Management 

3.71 The Bank failed to monitor the irregular demarcation of Conservation Units. 
matrix 2 (ell 

3.72 Ideally, the State should have completed all the studies and technical reports 
before actual demarcation of the reserves was undertaken. However, it must be emphasized 
that if the State had waited untii the land regularization had been completed, many of these 
areas would have bem vulnerable to further encroachment. As it is, the demarcation of 
CUs, with posting of clear signs, has already decreased the level of invasions and facilitated 
their protecti~n'~. 

3.73 
based on the zoning recommendations, it was weii understood, that the land tenure situation 
in Rondonia was complex (e.g., usufruct laws, squatters rights, occupation licenses, 
conflicting titles) and that there were already varying kinds of occupation in parts of Zones 
4, 5 and 6. The SGR made a decision from the start to proceed with establishment of the 
CUs, foilowed by a sexies of protective and enforcement actions, and to sort out the confused 
legal situation over time. Occupation was stiii relatively limited in relation to total areas. 
The alternative, to resolve ali le@ issues up-front, would have taken a number of years, 
during which it was feared that occupation and environmental damage would have worsened. 
In retrospect, this seems to have been a wise strategy b u s t ,  despite the various specific 
cases cited by the Requesters, total occupation today is stili relatively iimited and much of it 
pre-dates the Project. 

During project preparation, when the decision was taken to create new CUs 

3.74 
reduced in the course of demarcation. This is true, in that the areas demarcated are less than 

The Requesters are concerned also that the areas of some CUs have been 

15. For some important CUs in Rondonia and in other States, it has taken many years to complete the full 
IegalizPtion process. If they had not been demarcated and protected during this interim process, there is a 
strong probability that in many cases they would no longer exist for all practical purposes. 
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the total areas specified in some original decrees establishing CUs (although the decrees 
themselves have not been altered and, therefore, the size of the CUs has not legally been 
reduced). As discussed above, many CUs'had some occupation, both titled and untitled, pre- 
dating their creation, and in many cases also pre-dating the zoning. Again, the SGR had the 
choice of waiting to demarcate untii it had fmt resolved ail legal issues or of demarcating the 
vast majority of the areas which were free of legal claims and moving quickly to enforce 
borders. It chose the latter strategy; of 29 CUs with demarcations completed or in progress, 
six have had their area reduced (by 263,284 ha), one has been expanded (by 10,143 ha), and 
the areas of 22 have not been altered. 

3.75 
course of the socio-economic studies (i.e, during 1994-95). The Bank's August 1994 
supervision mission reviewed the situation, and concurred with the decision to give 
immediate protection to the a r e a s  not under dispute. However, the mission also agreed with 
the SGR that ITERON would exclude from the demarcations only those areas with valid 
titles16. It was also agreed that ITERON would submit all future demarcation proposals and 
the results of the socio-economic and tenure studies of the CUs to the Technical Commission 
on Land Zoning and Policy (on which NGOs have a 50% participation). Failure to do so 
previously had clearly caused a great deal of misinformation to circulate among NGOs and 
other interested parties in Rondonia, including some NGOs which were participating in 
Project coordination and management. 

3.76 To place this in perspective, the net reduction is equivalent to only 10% of the 
total area decreed under such units. 
more land under CUs over and above that stipulated in Sections 2.10 and 2.11 of the Project 

The facts concerning occupation of each CU have become clear only in the 

1 

On the other hand, the SGR is working to place 18% I Agreement. 

3.77 
State Parks, the following is a summary of the situation, to the best of the Bank's 
understanding. 

As the Requesters mention in particular the Guajara-Mirim and Commbiara 

3.78 
area of 258,813 ha. The Requesters are conect in siating that 53,601 ha were set aside 
during demarcation. In carrying out the socio-economic and tenure studies, the State 
discovered that seven fuial titles had been awarded by the neighboring State of Mato Grosso 
in 1925" and recorded in the public land registry of Guajara-Mirim in 1960. "hese 
covered 101,376 ha, of which 53,601 were located inside the Park boundaries. During the 
demarcation, the State left these areas aside; it also excluded some 22,000 ha of land where 

Guajara-Mirim State Park. This Park was established in 1990 and covers an 

16. ITERON had been excluding both titled properties and occupied arcas to which ciaimants did not yet have 
title. 

17. At the time, Rondonia was part of the State of Mato Grosso, later became a Federal temtory and only in 
Decunber 1991 became a State in its own right. 

I I 
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squatters (posseiros) were found, albeit without title. In an effort to offset this, the State 
annexed an additional 23,000 ha of land to the Park on its northern side.'' The Decree 
establishing the Park has not been changed. In summary, the Park now includes a total of 
about 281,000 ha, within which there is a relatively undisturbed area of 207,000. The 
alternatives for dealing with the present occupants range from expropriation (in the case of 
the party with legal titles) to establishment of a "buffer zone" around the undisturbed nucleus 
and a concerted effort to engage those who remain within the Park in implementation of a 
management plan. This situation will be fully justified in the technical project now under 
preparation and which will be the basis for confirming the Limits and the specifc 
characteristics of the unit with a legal act (either a law or a Decree). 

3.79 The Requesters mention plans to open the road BR-421 which would cut 
across the Park. On severai occasions, the Bank has made it clear to the SGR that such an 
action would be a violation of the zoning, which could well result in the application of 
remedies by the Bank under the b a n  and Project Agreements. Protection has been 
strengthened (including guard posts and traiiers) along the Park border. An agreement has 
been reached that no further preparatory work wiU be undertaken for this road unless a 
satisfactory environmental impact assessment and mitigation plan is developed. The 3ank has 
no plans itself to finance the road, but is following the situation closely as part of its general 
monitoring of compliance of public investment programs with Rondonia's zoning. 

3.80 
586,031 ha. The Requesters are c o m t  that 159,215 ha were set aside during demarcation, 
but not because this area aii corresponds to titles granted irregularly by TNCRA in 1991-92. 
During the socio-economic and tenure study, it was learned that there were also three valid 
titles (totalling 2,348 ha) issued by the State of Mato Grosso and recorded in the land 
registry of Guajara-Mirim in 1967. The study team also found a total of 104 "properties", 
some with definitive titles. The average period of occupation ranged from 10-12 years (with 
the oldest alleged to be 32 years). M a n y  of those without defrnitive titles had some form of 
documentation registered with INCRA in the pre-project period. Only nine documents had 
been issued during 1990-92, of which seven were to claimants who had occupied the land for 
periods ranging from 8-13 years. Some 45 occupants could nut provide any documentation. 
In the circumstances, the State set aside the contested area and demarcated the remaining 
426,818 ha. However, it did not legally reduce the size of the Park; a legally created CU 
can only be altered with a law. The SGR is considering alternatives for dealing with the 
occupants, with an apparent preference for a buffer zone approach, with an effort to engage 
occupants in and around the Park in the objectives and future management plan. As in the 
case of the Guajara-Mirim State Park, a SGR technical proposal to manage this issue will be 
reflected in the technical project now under preparation. 

Corumbiara State Park. This Park was established in 1990 and covers 

18. The R q u a t  mentions only the setting aside of the 53,601 ha; it does not mention either the exclusion of 
the 22,000 ha or lhe compensatory action of adding 23,000 ha. 
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Project Activity: 3. Environmental Licensing and Protection 

cfouti ..: :.. :. . . ::: .:;+...<...: . .  

3.81 During preparation and initial execution of PLANAFLORO, the Bank was 
negligent concerning problems related to environmental licensing and 
protection activities, contradicting its determination to establish a policy 
framework to conserve and manage natural reso~rces'~. 
watrix 3 (a)] 

3.82 The Bank has paid considerable attention to environmental protection issues, 
both in the design and early implementation of the Project. Although OP 4.36, the current 
policy on forestry, was not in effect at the time the project was prepared and appraised, the 
forestry sector aims expressed in it -- of reducing deforestation, enhancing the environmental 
contribution of forested artas, reducing poverty and encouraging sustainable development -- 
are aii part of the Projec?O. 

3.83 The Bank recognized at the time of preparation that enforcement could not be 
the only tool used to achieve the environmental protection objectives of the Project, but that 
economic incentives (i.e, roads attracting populations to ecologically fragile areas) or 
disincentives (Le., lack of public investments and services) are important elements to make 
policy a viable complement to enforcement. In the context of project preparation, 
construction of new roads into ecologically fiagile areas (and paving of BR-429) were 
stopped 
even launched, the Bank nstructured the last ongoing POLONOROESTE Project to finance 
exclusively such interventions. Finally, when issues arose, the Bank acted quickly and 
firmly. The most notable example of this was the fact that the Bank stopped negotiations of 
the Project (which started in January 1990 and was finally completed only in December 
1991) until the Federal Government reviewed its decision to revoke a Presidential decree that 
proposed a reduction in the Um-eu-wau-wau, the largest Amerindian reserve in Rondonia. 

To ensure that up-front protection activities would begin before the project was 

19. The ailegation refers to the enforcement of the policy reforms under the Reform Program (the SAR 
Matrix) and the consistency of the Federal and State Governments' investment p m g m  in the State of 
Rondonia with the State's mning. Alleged violation of OP 4.36 (paras. 1.d (i) and (v)) on Forestry and 
of OPN 11.02 on Wildlands is cited. 

20. The OP distinguishes between "exclusively environmentally protective projects" and all other types of 
projects. For the latter type of projets then is no need to have all requirements of the OP fulfillcd 
before starting project execution. This Project is not exclusively for the protection of forestry resources. 
Moreover, the general legd framework for the environment in BnUI and especially in the State of 
Rondonia has been recently assessed by the Bank Management and found to be adequate. 



- 33 - 
3.84 
an inefficient manner, the Bank encouraged the formation of an environmental committee 
(which was created on Sep-tember 20, 1993) to oversee policies and actions. The committee, 
coordinated by SEDAM, included representatives from the Ministry of Public Works, the 
Brazilian Institute for the Environment and Renewable Natural Resources (IBAMA), FUNAI, 
PLANAFLORO, and four representatives of the NGO Forum of Rondonia. In early 1994, 
the Committee approved a Five-Year Plan of Enforcement. 

To improve environmental protection activities, which were being conducted in 

3.85 
IBAMA and insufficient counterpart funding for salaries and travel expenses of the staff of 
all environmental institutions. Although there had been an agreement with IBAMA at the 
start of the Project, this had lapsed. An agreement with IBAMA to decentralize 
environmental activities and coordinate actions with SEDAM was not signed until late 
December 1994. In the meantime, however, there have been some coordinated, sporadic and 
emergency actions among the main environmental institutions. In addition, SEDAM, 
DAMA and the Forest Military Police have canid out independent enforcement activities, 
in particular to supervise deforestation, burning of trees, and wood cutting, among others. 

The plan was not fully implemented, because of a lack of cooperation by 

3.86 
Strategy was discussed with the SGR, with the full participation of the NGO Forum, in 
mid-1994. The strategy: (a) aims to integrate enforcement activities with environmentat 
education, remote sensing, monitoring and decentralizing responsibilities at the municipal 
level; (b) calls for substantial involvement of the local civil society and the prioritization of 
environmentally-sensitive areas based on remote sensing information, particularly in buffer 
zones of CUs; and (c) allows better use of swce f m c i a l  resources. 

To overcome some of the problems, an improved Monitoring and Protection 

I 
3.87 Since the start of the Project, the Bank has e n s u d  an equilibrium in project 
expenditures on envhnmental components vis-a-vis those for other components through the 
application of a pari passu agreement administered by the Fedemi Coordination Unit. 
Nonetheless, between September 1994 and June 1995, nsoutces available for environment 
monitoring and enforcement were limited due mainly to the electoral period in late 1994 and 
changes of Federal and State administrations at the beginning of 1995 which put on hold all 
project resources until late June 1995. 

3.88 
emergency enforcement program in the Indigenous Area (Ai) Mequem in March 1995. In 
addition, SEDAM, the Forest Police, the Department of Roads and the Municipality of Wh 
Nova do Mumore and Campo Novo signed an agreement to coordinate enforcement along the 
highway BR-421 in Aprií 1995. The environmental education program, approved by the 
Enforcement Committee in May, began in carly June 1995. The latter emphasizes the 
involvement of communities in monitoring the use and consewation of natural resources. in 
mid-June, the Government initiated coordinated emergency enforcement activities in the AI 
Um-eu-wau-wau, BR-421, and Buriti. Currently, all the agnxments among the different 
institutions responsible for environmental enforcernent/monitorhg have been signed. The 

As agreed with the March 1995 mission, the SGR undertook a strong 
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- agreement with IBAMA cails for the transfer of its responsibilities to SEDAM. These 

activitieS and an aggressive media program designed to disseminate the project objectives and 
activities are laying the basis for the implementation of a more efficient monitoring and 
enforcement program. The Bank recognizes, however, that activities agreed during the 
March 1995 mission on the topic are behind schedule. 

3.89 
Administrative procedures for licensing are more difficult to supervise. First, 
Complementary Law 52 allows the issuance of deforestation permits in Zones 4, 5 and 6 for 
up to five ha. of land for subsistence purposes (SEûAM's records do indicate that the 
average size of licenses granted has been relatively smaii). Second, the records of 
deforestation permits are organized by municipality, a number of which include parts of 
different zones (Le., Zones 1 and 5),  so that it is not easy to discern from this data done the 
zone in which the permit wiii be used. Finally, the remote sensing capabilities that SEDAh4 
was supposed to have at its disposition to monitor illegal deforestation are only now starting 
to operate. However, total levels of deforestation in Rondonia have been decreasing and, 
according to preluninary information from the National Institute for Space Research 0 
are already lower than anticipated for the fourth and fifh ycars (even though the hroject is 
now only in its second year of implementation). 

With respect to licensing, Bank supervision has been less effective. 

3.90 
June 10, 1994. However, it did not recognize that that Decree was revoked by Decm 6,485 
of August 11, 1994, published on the same date in the official newspapçr, as a result of 
mission discussions. During the August 1994 mission, it was agrced that the needed 
SEDAMmAMA agreement would have to include revisions to the licensing procedures. In 
December 1994, IBAMA signed a decentralization agreement with SEDAM. The Bank 
recognized that to implement the agreement it would be necessary to review and revise the 
licensing and enforcemeht stxategy. The transfer of responsibilities to SEDAM will facilitate 
compatibility with the directives of the zoning. SEDAM has already started to use remote 
sensing information, although on a very limited scale, for licensing of land clearing of more 
than 50 ha. 

The Request states that SEDAM provided Licenses based on Decree 6,403 of 

3.91 The SIR of March 25, 1994 submitted to the Board is misleading concerning 
environmental licensing. 
mtrix 3 @)I 

3.92 
the fmt year of the Project, the emphasis in Rondonia has been on the removal of a e g d  
transport of wood, and illicit fishing [and that] the State, in collaboration with FUNAI, the 

The Report submitted to the Board is not misleading. It stated that: "During 
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Federai Military Poiice, DAMA and in some cases with representatives of NGOs, has 
conducted 90 enforcement operations in 24 locations (2,200 days/equivalent of enforcement 
activities, in comparison with the original plan of 2,000 days/ equivalent)." This is correct; 
however, the SIR also stated that: "Despite this progress, serious problems still need to be 
addressed. Illegal logging in Amerindian and other reserve areas is still not under control. 
Moreover, owners of confiscated mining and forestry equipment are often able to recover 
their assets and illegally obtained wood and other products because of the State's inability to 
present its case properly and/or in a timely manner in the judicial system. Therefore, 
beginning in 1994, the Project will also finance equipment, training and transport for the 
State Public Attorney's Office, to improve the effectiveness of the enforcement program." 
Since then the State Public Attorney's office has been much more active in taking measures 
to enforce environmental laws in Rondonia. 

3.93 Inadequate monitoring of remote sensing interpretation of violations of zoning. 
[Matrix 3 (c>J 

3.94 
moitonng forest cover and State investments has been slower than expected, because of the 
slow project start-up and funding issues, and the State is stil l  relying on more traditional, and 
less reliable, methods of detecting illegal deforestation and encroachment. However, the 
Bank has monitored the implementation progress of this activity and has promoted its 
publication and use as a basic tool for the Environmental Monitoring and Enforcement 
strategy. 

The implementation of satellite imagery interpretation as a means of 

3.95 
environmentallsocial tension (e.g., BR-429, BR-421) and municipalities of Ouro Preto 
D 'Oesre, GuBjará-Mìrim, Ariquemes and Cacadanda have also been mapped. Most of the 
directed and inter-institutional enforcement activities are planned based on the sateiiite 
images. At least ten judicial actions for offenses against the environment have been assisted 
by satellite information (e.g., Extractive Reserve Rio São Pedro, do Garimpo Bom Futuro 
and Extractive Reserve Rio Cawúrio). Remote sensing infomation is also being used to 
identify forest burning and from August 1995 it wiii be articulated with the Forest Police, 
ï€3AMA and SEDAM. Since mid-1994, interpretation of geo-processing information as a 
tool of enforcement was included in the environmental education program; about 20 
environmental personnel have already been trained on this subject. The budget of 1995 
emphasizes complementary activities to accelerate implementation of this activity. In  
addition, key services will be pnvatizcd to accelerate implementation. 

AU State CUs are aiready mapped; in addition, areas of high 

I .. 

I I 
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Project Activity: 4. Investment Programs and the Media Program 

3.96 Joint evaluations, by the Bank and the Government, of Federal and State 
governments’ investment programs and economic incentives have not been 
done in a satisfactory mame?’. 
~latrix 4(a)1 

3.97 
examples provided is not justified. The evaluation carried out is of: (a) policies and 
framework, and (b) major investment activities, and is not an exhaustive treatment of all 
individual cases. 

The claim that joint evaluations have not been satisfactory on the basis of the 

3.98 
1993 on the draft State budget, Federal transfers and cndit lines and found them to be 
generally consistent with the zoning. The September 1993 supenhion mission reviewed the 
draft 1994 budget, with particular emphasis being piaced on planned investments in roads in 
the State; it was agreed that the State would withdraw from circulation a state road map 

. which had recentiy been printed (and which predated the zoning) to avoid any confusion 
about the State’s intentions not to cany out infrastmctural investment in areas without 
sustainable development potentiai. During 1994, the Bank reviewed the Road Master Plan 
and the program of the Electricity Company of Northem Brazil (ELETRONORTE) in 
Rondonia and its consistency with the zoning law. The Bank did not carry out during 1994 a 
full analysis of the 1995 Investment Pro- because this would not have been very 
meaningful given the imminent change of Federal and State governments. However, in 
December 1994, the Bank discussed the matter and obtained assurances from the Govemor- 
elect of Rondonia that the State’s investment progmns would be fully consistent with the 
Zoning Law. This was reconfi.nned in the letter sent by the Secrebry of P l d g  to the 
Bank on Jurie 26, 1995. 

A Bank supervision mission of November 1992 reviewed documentation for 

3.99 
that a Decree be issued ensuring that credit lines in Rmdonia be consistent with the zoning. 
A Decree was issued in October 1993, and thereafter letters attaching the Decree were sent 
to’Banco do Ekzado de Rondonia (BERON), Banco do Brasil, and Banco da Amazonh, S.A. 
(BASA). 

With respect to credit, in September 1993, the Bank recommer¡ded to the SGR 
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3.100 
that the physical implementation of hydro-electric power plant at Ji-Paraná would not be 
initiated before December"l998, and then only provided that the feasibility study had been 
updated and environmental studies, with due consideration to the indigenous issues, had been 
carried out and approved. 

With respect to ELETRONORTE, in December 1994 the Bank was informed 

3.101 
Zone of Manaus CSUFRAMA), it should be noted that in Federal Decree 101 of April 17, 
1991, Article 15, paragraph two, clearly states that any incentive has to be consistent with 
the zoning. The analysis of the actual implementation of fiscal incentives and credit policy in 
Rondonia has been included in the Terms of Reference for the Independent Evaluation of the 
project to be carried out for CY1994 by the IEC. 

With respect to fiscal incentives given by the Superintendency of the Free 

\I cwjg 
3.102 The €3ank should have insisted on the preparation of a Master Road Plan for 

the State being a condition of disbursement of the road infrastnicture sub- 
component of the Loan. 
IMatrix 4 @)I 

3.103 
condition of disbursement for the sub-component because no new roads are to be constructed 
under the Project. The Bank believes that the prior review of the annual budgetary 
provisions for roads within the Investment Program of the Fedemi and State governments, 
provided for in the Loan Agreement, provides sufficient scope to allow monitoring of 
compliance with zoning. 

The preparation of a Master Road Plan for the State was not included as a 

3.104 The Road Master Plan for the State was prepared by the Department of Roads 
of the SGR during 1994. In August 1994, with the full participation of the NGO Forum, the 
Bank agreed that the Master Pian would be presented to the Infrastructure Technical 
Commission (which has 50% NGO participation) for review and approval. After a number 
of meetings, the Pian was reviewed and approved by the Commission in November 1994. 
The Master Pian was printed but not distributed, and is expected to be distributed at the 
municipal level during the next months. 

IT I I 
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3.105 The SIR of March, 1994 did not adequately inform the Board on problems 
concemhg State and Federal investment programs. 
[Matrix 4 (C)l 

3.106 
zoning and the SIR was therefore not misleading on this issue. In cases where the Bank was 
aware of threatened deviations, it has been catalytic in stopping them (e.g., construction of 
the mad BR-421 and the establishment of new INCRA settlements in ecologically fragile . 

areas). With respect to BASA lending in Rondonia, cases of which the Bank was aware did 
not involve new lending but rather disbursement of tranches of loans committed before loan 
negotiations, although it is possible that there may have been some deviations in practice. 
The Request cites one case; the Bank does not believe the practice is widespread. We wiU 
follow up on the spccific case cited. This is, of course, an area which needs to be monitored 
regularly and deserves special attention from the IEC. 

State and Federal investment programs were generally complying with the 

. . . . . ../. .. .<.... . . . . . ., . . . . ....i.. 

3.107 There is no evidence of the Bank insisting on the subject of the media 
program- 
matrix 4 (d)] 

3.108 
project preparation, in the interest of ensuring that Rondonia's agro-ecological zoning was 
widely disseminated both within the State and elsewhere in Brazil. During the last two years 
this has received less attention. However, even in the absence of a formal program, 
PLANAFLORO and the zoning are frequently discussed in the media and in public events, 
and were the subject of an intense political debate during the last electoral campaign. The 
Bank is paying particular attention to fonnal dissemination of PLANAFLORO during 1995. 

The Bank focused a great deal of attention on the media program during 

3.109 
iri' the period before project implementation started are: 

Some examples of media dissemination of Rondonia's agro-ecological zoning 

(a) The article in Veja (a magazine of wide circulation), entitled "Ronàunia 
Preservar, E Lei! " included the agro-ecological zoning and wmed  that the 
best areas of Rondonia were aiready occupied, and that many of these were 
already producing low yields and returns. The objective was to discourage 



- 39 - 
new migration to the State; the article was sponsored by the Secretariat of 
Planning (SEPLAN) of Rondonia. 

A special edition of Jornal do Congresso Nacional, "PLrLNAFLORO: A 
Natureza E Prioritaria". This eight-page report included positions by 
Government officials (both State and Federal) on the agro-ecological zoning of 
Rondonia and plans to control and discipline future occupation of the State. . 

National Geographic also carried Rondonia's agro-ecological zoning map and 
brief plans, although this was not a Government initiative. 

There were also television and radio spots and various articles in the local 
newspapers in Rondonia about the zoning. 

Subsequently, there have been numerous declarations and speeches by State 
officials (Governors, State Senators, etc.) and seminars on PLANAFLORO which, while not 
an organized media campaign in the strict sense, have served to inform and remind the public 
in Rondonia about the existence of the zoning and the implications. The widespread 
knowledge within Rondonia as to what PLANAFLORO means is evidence that dissemination, 
through various means, has been îaking place. 

3.111 
State. However, it was not fd iy  implemented due to reduction in the amount of financial 
resources released to the Project. The Bank did not insist on the presentation of a media 
pro,- by November 15, 1994, as the State was in the midst of elections. However, the 
need to prepare a dissemination strategy on the Project was discussed with the Government 
during the December 1994 mission; dissemination, in the form of seminars at the local level, 
has been initiated in areas with the highest level of environmental/social tension, in 
particular, in the buffer zone of the environmental units. In addition, as stated in the 
Secretary of Planning's Ietter of June 26, 1995, a public opinion poli will be conducted soon, 
the results of which will be used as the basis for designing a new media strategy and 
program. 

During 1993, a coherent media dissemination program was discussed with the 

Project Activity: 5. Support to Indigenous Communities 

3.112 The Bank failed: (i) to produce an Indigenous Peoples' Development Plan; 
and (U) to guarantee consultation with or informed participation of indigenous 
people in the project. 
LMatrUr 5 (41 
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3.113 
not, at that time, part of the Bank’s requirements. The sub-component was designed in 
accordance with OMS 2.34 rather than OD 4.20, which was not issued until the Project was 
prepared and appraised. OMS 2.34 did outline certain prerequisites for the successful design 
and implementation of tribal components or programs. These included the recognition and 
demarcation of tribal lands, the providing of appropriate social services (including health 
programs), measures for protecting the cultural integrity of the tribes, and a forum for the 
participation of the tribal people in decisions affecting them and for adjudication and redress 
of gxievances. The claim that indigenous peGple were not guaranteed consultation or 
informed participation in project preparation is incorrect. During project pnparation, and 
previously during supervision of the last phases of the POLONOROESTE, Bank staff 
discussed project design with indigenous people in their villages. Bank staff also attended a 
meeting of indigenous peoples and Rubber Tappers in 1989 under NGO auspices to discuss 
the forthcoming project, and received numerous delegations or indigenous leaders and NGOs 
in Porto Velho. During all these visits, the aim of the indigenous subcomponent was 
discussed in detail and the basic outtine of the project as designed was supported by nearly 
all those prescnt. 

An Indigenous Peoples Development Plan was not prepared because it was 

3.114 
and appraised with the experience of the POLONOROESTE project in mind. The principal 
considerations were as follows: 

The Indigenous Communities sub-component of PLANAFLORO was designed 

(a) The project should be simple, addressing the most basic problems faced by 
indigenous people in the area and those affecting their survival, and agreed 
focus on the key issues that affect the physical and cultural survival of the 
approximately 4000 indigenous people living in the State of Rondonia. 

@) The principal concerns were: 

o Land Security: secure, legally-ratified tenure of indigenous areas, achieved 
through the demarcation of indigenous areas atready identified and the renewal 
of the boundaries of other reserves. 

Monitoring and Enforcement of indigenous reserves, to prevent squatting, 
logging and other illegal encroachment. 

hcalization and protection of isolated indigenous groups and provision for 
their immediate survival needs in the face of the expanding agricultural . 
frontier. 

, 

o Provision of good quality medical care. 

!li I I I 
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3.115 
serve as the master plan for development of the State's resources. The SGR would be the 
P r h i ~ ) '  focus of project activities and responsible for project actions. Thus, instead of the 
prehinary recourse to Federal Agencies, the SGR would take the lead in adjudicating 
disputes and resolving questions. 

All these points were developed in the context of the emerging zoning plan, to 

3.116 
leading up to appraisal includes Igarapé Luges, Igarapé Ribeirão, Pacaas Novar. Rio Negro 
Ocaia, Rio Guuporé, Sagarana, Igarapé Lourdes, Sere de Serembro, Uru-eu-wau-wau, Rio 
Branco, Mequens. After implementation began in 1992, Bank missions visited Kantiana, and 
made severai repeat visits to the areas mentioned above. 

A partial list of the areas visited by specialized Bank Staff during the years 

3.117 
repnsentatives and State officials, it was openly discussed that t h i s  Project would not attempt 
to resolve aii the many serious problems confronted by indigenous people in the State of 
Rondonia but, rather, would help to create the minimum conditions necessary for indigenous 
survival. FUNAI and the SGR agreed that important activities would remain to be 
Supported and implemented by other agencies, Federal, State and NGOs. The Bank 
repeatedly wamcd FUNAI and other Federal officials not to think that PLANAFLORO 
resources would be sufficient to resolve aU the problems experienced by indigenous people in 
the State. 

During these meetings, ail of which were attended by Indians, FUNAI 

3.118 
arose and a number of indigenous leaders, mainly from the Cinta b r g u  and Surui tribes and 
Supported by NGOs, approached a Bank mission with an idea for preventing this activity (see 
below). Although the Bank rcgarded the proposed solution with misgivings, the suggestion 

During project implementation, the problem of illegal timber sales by Indians 

I 

I was accepted and implemented, illustrating the openness of the Bank to input from the 
project beneficiaries, the indigenous groups themselves. 

I 
I 

c&&.; 
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I 

I indigenous community economic subprojects. 

3.119 The costs of the Indigenous Communities sub-component were clearly under- 
estimated; fiinds were never included for an indigenous education subproject; 
and there was a lack of rigorous criteria used in selection and elaboration of 

I Flatrix 5 @I, (c) and (dl1 
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3.120 The indigenous sub-component of the Project was kept simple in order not to 
create difficulties in implementing a complex and unwieldy set of activities, as had occurred 
in the past. This decision was taken in view of the notorious weakness of F"AI as an 
agency and the lack of alternative institutional resour~~s in the State to supplement FUNAI's 

Ir I I __ 
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capacity. The indigenous health, monitoring and enforcement, and isolated indigenous 
peoples activities to be wed out under the Project were based on detailed cost tables 
prepared with the best av’a‘ilable data. Similarly, the cost tables for demarcation and 
boundary renewal were prepared with the best available data, taking into consideration 
differences between demarcating straight lines ( l i n k  secar) and natural boundaries on the 
map. Since the implementation of the Brazilian stabilization plan (the Plano Real), these 
costs, like ali other services, have risen significantly in real terms. 

3.121 
indigenous education subproject. The Bank agrees that it is important for indigenous people 
to acquire literacy and numeracy in Portuguese while at the same time preserving their native 
language. However, the decision was taken not to include such a sub-project because of the 
absolute lack of implementation capacity, both in Eu” and the State Education 
Department, and because of the generally negative experience with educational activities in 
indigenous areas under POLONOROESTE. 

During project preparation and appraisal, consideration was given to an 

3.122 
because they lack many goods that are considered necessities by others. However, among 
the relatively unacculturated indigenous people of Rondônia, these goods have little utility 
and, until recently, were of little interest. The reservations that have been delimited and 
demarcated are iarge enough to allow them to continue their subsistence pursuits of hunting, 
slash-and-bum agriculture, fishing and gathering. In most cases, the available resources are 
suffcient IO permit continuation of an indigenous subsistence economy, which is the aim of 
the Brazilian reservation policy. .Perhaps the only necessity that could not be produced by 
indigenous people are medicines needed for the treatment of introduced diseases, for which 
they have low natural immunity and no cultural familiarity. 

There is a common perception that indigenous people in Brazil are poor 

3.123 
tools for agriculture and food processing) which are much more efficient than their 
indigenous substitutes. Over time, additional goods including a few prestige goods were 
*L->duced and came to be regarded as necessities. Induced demand for these goods often 
leads to a “relative deprivation”, and while this is a reai problem in Rondonia, it is not one 
that should be addressed by World Bank investment fmancing. Stimulation of such demands 
can lead to competition, social dissolution and heightened dependency. Ultimately, the 
successful adaptation by indigenous people to Me on rtservations in the midst of a market . 
economy will depend on their ability to interact successfully with that market. 
Unfortunately, tools available to FUNAT and other agencies for promoting that adjustment 
are very few and the few experiences to &te have not been successful. 

3.124 During the design phase, the Bank and the Government considered the 
experience of the economic development projects launched in indigenous communities by 
FU”. These projects consisted mainly of (a) the creation of native “canteens” or 
“trading posts” where indigenous people could exchange local produce for manufactured 
goods (e.g., sugar, kerosene, salt, cloth); and @) the development of agricultural projects to 

This is not to deny the legitimacy of a demand for additional goods (e.g., steel 
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increase the scale and productivity of indigenous agriculture. The canteens had an average 
life of about six months, during which the capital of these small enterprises was run down by 
excessive credit buying, &adequate supervision, and accusations of stealing. The agricultural 
enterprises were characterized by the introduction of livestock, selected seeds, commercial 
fanning and agricultural machinery. Unfortunately, these introductions were made without 
adequate technical assistance or understanding of indigenous subsistence systems. The result 
was the predation and death of most livestock and the failure of the large communal gardens. 
Most of the machinery that was acquired was inappropriate and broke down quickly due to 
lack of maintenance. In summary, these well-intentioned projects failed, mainly because they 
were not appropriate to the cultural context and there was a lack of technical assistance. 

3.125 
original project design was the result of three major factors: (a) the failure of the experiments 
carried out under POLONOROESTE; @) the lack of a qualified institution to help implement 
such projects; and (c) most of the indigenous communities had access to sufficient temtory to 
permit indefinite pursuit of indigenous subsistence activities with reasonably good succcss 
and only small inputs of purchased goods. 

The exclusion of an indigenous economic development component from the 

3.126 During project implementation, it came to light that a number of indigenous 
communities in Rondonia were illegally negotiating timber rights with sawmills. There was 
no attempt to hide the extraction of timber in exchange for gifts and payments to the self- 
appointed leaders. The effect of this differentiation of a small elite on the onginal 
indigenous communities is likely to have a corrosive effect on indigenous social stnicture. In 
early 1994, a group of indigenous leaders appealed to the SGR for assistance with small-scale 
economic subprojects, alleging that without them they had no altemative to selling timber. 
The March 1994 supervision mission agreed to include such activities under the Project, but 
only in areas where iiiegal timber extraction was a true threat. A document stipulating 
criteria for selection of communities' subprojects was agreed between the State and the 
Bank. However, the State began to pnpare sub-projects for ali the indigenous villages in 
the State rather than just those where iiiegal sale of timber was a problem. The projects 
approved by the Bank in October 1994 followed the agreed criteria and left out some of the 
proposals. 

3.127 
approve the projects had not bcen discussed with the Indigenous Normative Commission, 
which has an equal participation of NGOs and Government officials. It was, therefore, 
agreed that the NGOs and the Government would submit revised criteria to the Bank. The 
revised criterk'were fmaUy submitted to the Bank during the March mission where it was 
agreed with full participation of NGOs, representatives of indigenous communities and 
government officials. The criteria include compatibility with the customs and culture of each 
group, low environmental impact, financial sustainability, etc. While the application of 
these cntena does involve some judgment, they arc quite clear as a guide to action. 

During the December mission, the Bank was informed that the critena used to 
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3.128 Critical activities in the Indigenous Communities sub-component were not 
included as Government commitments in the Loan Agreement and/or the 
Project Agreemen t. 

* Matrix 5 (e)] 
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3.129 
concerns of the indigenous communities are described in Schedule 2 of the Loan Agreement. 
The aspects considered to be most criticai by the Bank (registration of indigenous 
resewations in the Department of Patrimony of the Federal Union, and health care for 
indigenous people) were included in one legal covenant of the Loan Agreement (Section 
3.06). It should be noted that, when the Loan was negotiated, OD 4.20 was not applicable. 

AU activities included under the Project and considered to be the principal 

. claim". ......* '.,*.... 
'i.,,, .... :.:<.=*%s 

3.130 The institutional capacity of executing agencies, especially FUNAX, was not 
ensured. 

5 (01 

3.131 The Bank recognized the weakness of the State institutions and took this into 
consideration in the design of the Project. This is why a very comprehensive technical 
assistance and training component was incorporated into the Project, and also why the bulk 
of project activities were designed to be implemented, wherever possible, under contract with 
the private sector, including the NGOs. Nonetheless, the Bank shares the concern of the 
Requestors over the present weaknesses of some key institutions, such as ITERON and 
SEDAM, which wiii need to receive special attention under the technical assistance 
component of the Project over the next few years. They will also require an increased 
commitment on the part of the SGR to reduce the relatively high rate of turnover. The Bank 
has stressed these issues with the new State administration and will provide close follow-up. 

3.132 
the beginning of the Project; many of the Project activities thus far are being done by the 
pnvate sector. NGOs have been contracted to carry out socio-economic and tenure studies of 
Conservation Units and other activities, mainly related to the Project's environmental 
component; associations of small farmers have alrcady started to implement projects of 

A strong UMIP Technical Assistance (TA) Program has been in place since 

T Ir I I I 
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communal interest (e.g. rice milis); and other activities under the socio-economic 
infrastructure component are also contracted out. The Second Approximation of the agro- 
ecological zoning of the Skte is about to be contracted with an international firm, which will 
not only execute the work, but will  also train local staff to be able to interpret and utilize the 
information generated. 

3.133 With respect to FUNAI itself, the Amerindian component was designed taking 
into account the agency's implementing capacity. It is noteworthy that, in spite of FUNAI's 
institutional weaknesses, the Requesters would have liked to see an even larger and more 
complex sub-component to be implemented by this agency. 

3.134 There is a lack of coherent strategy for guaranteeing the protection and 
enforcement of Indigenous Areas and other CUs. 
watrix 5 (g)]. 
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3.135 
case is amply made in earlier sections of these comments. 

The Bank Management does not agree with this contention, and believes the 

Group of Actions: 6. Project Administration 

3.136 Preparation of the Project by the Government and the Bank was characterized 
by a lack of effective participation of organized civil society. In addition, a 
major reason for the SGR's failing in its commitments made to the NGOs was 
that the Bank did not include references to the Protocol of Understanding 
(between the Forum and the SGR) in the S A R  and in the Loan and Project 
Agreements. 
[Matrix 6 (a)(i), (U) and (di)] 
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3.137 
participation is "enough", but the design of this Project envisaged a far greater role for 
NGOs h project coordination and administration than any other major investment program of 
its size in Brazil at that time. The Bank was catalytic in obtaining agreement on these 
features, including the June 1991 Protocol of Understanding between the SGR and the NGO 

This criticism is not accepted. It is a matter of judgement how much 
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Forum. The Bank has no doubt that these arrangements are not yet working smoothly, any 
more than are other features of the Project after just two years of implementation. It will 
take h e  to develop the oben communications and capacities necessary, but the framework is 
in place. Almost every Bank mission has held discussions with the NGO Fomm or 
individual members. The Bank has also supported a variety of agreements reached between 
NGOs and the Government and has reflected such agreements in Aide-Memoires of 
supervision missions. In this regard, it is a matter of judgement whether a formal, legal 
treatment of the Protocol of Understanding would in fact have altered developments to date. 
In fact, it should be noted that the Protocol was discussed and referenced in the official 
Minutes of Negotiations of the ban.  

3.138 
formally established by State Decree. It has a State Deliberative Council and seven Program 
Normative Commissions (CNPs) (Agriculture, Indigenous Affairs,  Administration, 
Infrastructure, Environment, Social, and Zoning and Land Policy) each with equal 
participation from NGOs and the Government. CNPs are the technical commissions of the 
Council an-’ they are responsible for the approval of polioies, norms and annual budgets. 
During B:. 
discussions of the individual project components and in field visits. 

The Project has a management structure with substantial NGO participation 

visits, NGOs have participated not only in plenary sessions but also in the 

3.139 Of all NGOs represented in the CNPs, only three have an established system 
which, through elections, could allow the project beneficiaries to be represented in the 
commissions. During the August 1994 mission, the Bank agreed that project management 
needs to be improved to ensure more effective participation of grassroots representatives in 
the Project. The Bank has agreed to the Government-NGO request to decentralize project 
execution by permitting greater decision-making power and implementation responsibilities at 
the municipal level, working closely with communities, non-governmental organkitions and 
the private sector, and has requested that aii these steps are taken in close consultation with 
the NGOs through the CNPs. It was also agreed to review and revise the composition and 
operational directives of the Deliberative and Nonnative Committees to increase the 
effectiveness of civil society’s role. A proposal to improve project management and civil 
society’s participation is currently being discussed in the CNPs, however, activities are about 
one month behind schedufe. 
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3.140 In the supe&ision of the Project, the Bank: 

(a) did not ensure that the Borrower implements the Project with diligence to 
achieve its development objectives and in conformity with the Loan 
Agreement; 

(b) did not identify problems promptly and help the Borrower resolve them; and 

(c) did not monitor compliance with legal agreements and, where conditions were 
not being met, determine causes and best remedies. 
Matrix 6 @)(i), (U) and (Ui)] 
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3.141 As reflected in each mission’s Aide Memoires, the Bank has helped identQ 
problems and agreed on solutions not only with the SGR but in close consultation with the 
NGOs as has been shown in the comments elsewhere in this Chapter. In addition, the 
Bank’s representative in Cuiaba has visited Rondonia almost every month since the beginning 
of project implementation to foiiow up on agreements reached in the course of supervision 
and resolve identified problems. In nearly all of these visits, he has had informal contacts 
with NGO representatives. 

3.142 Loan effectiveness was declared without the required agreement being signed 
between INCRA and the SGR. 
Flab 6 @>I 

. 
3.143 This was responded to in paragraph 3.4 above. 

3.144 There were flaws in the Bank’s internal reporting; incorrect assessments in a 
Form 590 (or Forms 590) led to misleading statements in the SIR of March 
1994 sent to the Board. 
[Matrix 6 (41 
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3.145 Fonn 590s were produced in 6/92, 6/93, 12/93, 8/94 and 5/95. The Form 
590 produced immediately before the 3/25/94 report to the Board was produced on 12/93. 
To the best of our knowledge, all information provided in that form was correct. At that 
h e ,  the Project was rated "2", based on fairly good progress during the first six months 
from June 1993 to December 1994. The Foms 590 of 8/94 and 5/95 continued to rate 
Project Objectives as "satisfactory", but classified implementation progress as "unsatisfactory 
because project momentum had begun to decrease from around ApriilMay 1994 in the lead 
up to the Fail 1994 Federai and State elections and during the subsequent transitions between 
Government teams. 

(.&&.. * 
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3.146 Section 2.05 (b) of the Project Agreement concemhg revisions of project 
performance indicators and operation of the Monitoring arid Evaluation (M & 
E) Unit was not complied with, and mechanisms for NGO participation in M 
& E were not defuid. 
Flatruc 6 (e) and (01 

3.147 
by the Praject Coordination Unit (PCV), summarized by SDLAN and submitted to the 
Bank. In general, these nports are submitted in a timely manner. However, the system 
currently in place is deficient and does not permit fiscal and financial problems to be 
foreseen. This issue was discussed during the August 1994 mission and UNDP prepared a 
revised system. Development of a new system has been slower than expected. By end 
1994, a new budgeting system was rtady to be introduced but is stii l  not properly linked to 
the monitoring system. The need to develop a planning and monitoring system to gauge and 
supervise tne project's physical and financial progress, so as to help PLANAFLORO 
anticipate and resolve critical problems of counterpart funding and of distribution of . 
financing, was accepted by the new administration. This activity is part of the UNDP work 
program to take place from July to December 1995. In addition, a Bank consultant has 
visited Rondonia recently to assist the State to develop and improve internal control and the 
auditing system. 

A project monitoring system exists. Reports are produced every thee months 

~ m . .  ..i.. . .... 
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3.148 The final report of the IEC for CY1993 has not been officially submitted to 
the Bank because of blockage of support by PLANAFLORO and political 
pressure to "soften" the repon's contents. 
Flatrix 6 (¿!)I 
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3.149 
Coordinator of the IEC. However, a final version of the full report was not presented to the 
Bank due to lack of agreement among members of the IEC, the State and the NGOs. In June 
1994, the NGO Forum decided independently to send its extended summary of the en& 
report to the Bank’s Executive Directors and to a number of international NGOs. 

A final summary report was presented to the Bank in February 1994 by the 

. 

3.150 The Bank supervision mission of August 1994 had as a principal purpose 
discussing the content of the NGO letter (which was an extended summary of the NGO 
Forum’s version of the IEC Report). The Bank played a catalytic role and conducted the 
discussions. It was agreed by aii the parties involved that the discussions were to be 
centered on the recommendations and not on refuting each statement in the letter. 

3.151 A work program reflecting the agreed measures was agreed among the NGOs 
and the SGR, and reflected in the August 1994 Aide-Memoires signed between the Bank and 
the Government, and the NGO Forum and the Government. Given the fact that the letter 
was an extended summary of the Forum’s version of the report, in the Bank’s view the 
report had fulfilled its objective -- to serve to identify ways of improving project 
implementation with fill participation of civil society. A set of concrete measures to correct 
identifed implementation problems was agreed between the Forum, the SGR and the Bank. 

3.152 
the participation of NGOs, and repmentatives of the CNPs responsible for project 
implementation), during supervision in March 1995 agreement was reached on the process of 
the evaluation and on clear TOR for the 1994 report; these were also approved by the 
PLANAFLORO Administrative Commission. An independent institution will be contmcted 
to-carry out the evaluation and propose speciftc recommendations. The 
recommendations will then be rcviewcd and approved by the Administrative Commission of 
the IEC. As the report will not only evaluate the execution of the project but also the 
compatibility of State and Federal investments and policies with the agro-ecological zoning, 
the Government will also submit the results of the report and the recommendations to the 
State Zoning Commission as the State entity responsible for overall implementation of the 
AEZ. In this foxm, the project will help even further to institutionalize the zoning in the 
State of Rondonia. 

To avoid the problems encountered with the 1993 evaluation (which included 

and 

3.153 Evidence is presented of irregularities by the SGR in the pre-qualification of 
firms for the Second Approximation of the agro-ecologicalkocioeconomic 
zoning 1 
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3.154 
Panel. 

In accordance with the Resolution, this matter is outside the mandate of the 

.w+ ..................... 
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3.155 No independent audit of project accounts was made for CY 1993. 
W~ 6 (91 

3.156 It is tme that, until now, there are no independent audit reports. 
Disbursements of b a n  funds started in 1993 and the first audit report was due to be sent to 
the Bank by no later than June 30, 1994. This would also have covered some 1992 
expenditures for which disbursments were made in 1993. Since the audit was not received, 
the August 1994 supervision mission requested the SGR to prepare and submit the reports 
and the Bank has worked with Federal and State officials to agree on the administrative 
procedures and the TOR to carry out the external audits. The TOR and a short list of fmis 
to be invited to undertake the audits were agreed in March 1995. Unfortunately, due to lack 
of financial resources, the invitation to fms  has not taken place. The letter of invitation 
was sent in early July 1995. A Bank financial management consultant visited Rondonia at 
the start-up of the project in June 1993 to heip the State improve its financial management, 
accounting and auditing systems of project accounts. Another such specialist is in the field at 
this time providing similar assistance. 
clarmo ~ ........ ...,.y 
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3.157 In project preparation, there were irregularities in the contracting of 

consultants. 
IMa& 6 (i)] 
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3.158 
Phnel . 

In  accordance with the Resolution, this matter is outside the mandate of the 

I 
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3.159 The Bank did not respond to a series of failures by the Borrower and the SGR 
by initiating a process of successive actions on suspension of disbursements, as 
it was empowered to do by the Loan Agreement. 
Flat* 6 @)I 

3.160 
Strategy. 

This matter is dealt with in these comments and in Chapter 4 on Supervision 



4. SUPERVISION STRATEGY 

Supervision Strategy 

4.1 
and should not be changed, but they wili be assessed in detail during the upcoming Mid- 
Term Review. In broad strokes, our supervision efforts during the next 12 months will focus 
on seeking f m e r  commitments from the Federal and State Governments concerning adequate 
and timely funding for project activities; consistent enforcement of zoning policy; substantial 
forward movement in strengthening of key implementing institutions and NGOs; completion 
of supporting technical work for the fuii legai consolidation of CUs; and a special focus on 
getting Amerindian-reiated components off the ground. While the Boxrower is in violation 
of a number of covenants, we would exercise our remedies oniy if active efforts to achieve . 
compliance flag, or more generally, if the commitment of the Federal or State Government to 
project objectives appears to change in a fundamentai way. Evidence of such failed 
commitment would include, infer afia, the following events: sustained failure to provide 
adequate counterpart funds on a timely basis; faiiure to transfer loan finds from the Federal 
to the State level; and reversals in zoning policy and practice. Specific examples of the latter 
would include, but are not iimited to, INCRA’s approval of new settlements in Zones 4, 5 
and 6 or violation of zoning requisites on the part of Federal or State public investment 
programs. 

In  Management’s judgment, the project objectives and strategy remain sound 

4.2 
the next 12 months, to be monitored closely by the Bank, are as follows: 

The main features of the Federal and State Governments’ project activities for 

h d  Tenure Policy and Zoning 

Immediate contracting for the Second Approximation of the agro-ecologicai 
zoning, with priority for several of the specific areas mentioned in the Reqilest 
which, while not large in terms of the total area of Zones 4, 5 and 6, are 
nonetheless highly conflictive and will undermine Rondonia’s reform program 
and zoning if not resolved successfully. 

Preparation of the Work Program called for in the June 26, 1995 ûperating 
Agreement between INCRA and the SGR, and thereafter its implementation;’ 
the Work Program will provide for iNCRA’s active cooperation in resolving 
issues in relation to early settlement either planned or implemented and titles 
given in Zones 4, 5 and 6, and the resolution of tenure conflict in proposed 
conservation and indigenous units. 

Immediate tiiring of essential technicians and/or services needed for ITERON 
to comply with the Work Program mentioned in @) above, and completion of 
the detailed institutional strengthening plan by October 30, 1995, to be the 
basis of ïïERON’s future hiring of technical personneI and/or services needed 
to upgrade its institutional capacity. 

~ 

’ ,  I .  I 
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Conservmon Units, Environmental Monitoring and Enforcement 

(d) Complete the preparation of the "technical projects" of Conservation Units to 
justify transfer of Federal lands to the State, allow ratification of status by law 
(or create those not yet created) and record them in the State Land Registry, 
giving priority to those units mentioned in Sections 2.10 and 2.11 of the Loan 
Agreement. 

(e) Immediate hiring of essential technicians and/or services needed for SEDAM 
to comply with its work program, and completion of the detailed institutional 
strengthening pian by October 30, 1995 to be the basis of SEDAM's fiiture 
hiring of technical personnel and/or services needed to upgrade its institutional 
capacity. 

( f )  Ensure budgetary support for a strict implementation of the inter-institutional 
and decentralized environmental monitoring and enforcement strategy that 
prioritizes buffer zones of Conservation Units and indigenous reserves and 
areas of high social tension. 

Indigenous Sub-Component 

(g) Completion of demarcation and rehabilitation of indigenous areas included 
under the Project and close monitoring of: (i) steps necessary to conclude 
registration of Um-eu-wu-mu; (U) identification of isoIated indigenous 
communities; (iii) implementation of a sustainable health service program; and 
(iv) reserve enforcement. In addition, through UNDP technical assistance 
designed to improve the participation of civil society in the implementation of 
the Project, particular attention will be paid to the development of a dirtct 
input of indigenous people in the decision-making process of PLANAFLORO. 

Projecî Administralion 

(h) Dectntralizc project execution to pcmit greater decision-making at the local 
level, improve participation of civil society, and increase sustainability of 
project objectives. . 

(i) Improve the monitoring system and internal financial control to better gauge 
and supervise physical and financial progress of the Project activities and 
monitor counterpart/project fund releases from the Federal Government. 

(i) The immediate contracting and execution of the txîemal audit of the Project's 
accounts. 

(k) The immediate contracting of the Independent Evaluation called for in the 
Loan Agreement for 1994, ensure that the Report is discussed and agrced by 
the Independent Evaluation Committee, and that the findings and 
recommendations on policies and its implementation are referred to the State 
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Zoning Commission for foiiow-up action .to support further institutionalization 
of zoning; the latter is the institution responsible for ensuring compliance with 
the Zoning L w  . 

4.3 This is not an exhaustive list of aii activities on which the Bank will place 
priority with the Borrower and the SGR over the next year, but oniy a summary of the 
priority areas to which heavy attention will be paid. Siippage may occur; the supervision 
response to such slippage is reflected in para. 4.9. 

4.4 
'submitted to the Bank's Board for review by June 1996.22 

In addition, a Mid-Term Review (h4îX) will be camed out and a dxaftzeport 

. 

i 
I 22. Section 2.05 of h e  Project Agreement u l l r  for preparation of the MTR by June 30. 1995; the delay of 

one year reflects the oventl deliy in projet impiemenuiion. 
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Attachment B 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

CHRONOLOGY OF PROJECT AND LOAN PROCESSING 
AM) SUPERVISION MISSIONS 

Identification 

Prepaxation Initiated 

IEPS Review Meeting 

Regional Loan Committee Meeting 

FEPS 

Authorization to Appxaise 

Appraisal 

Post-Appraid 

Negotiations 

Board Approval 

LoadProject Agreement Signed 

12. Effectiveness 

13. Supervision Missions 

September 1987 

November 1987 i 

July 28, 1988 

November 2, 1988 

December 1, 1988 

December 16, 1988 

July 26, 1989 

June 15, 1991 

Initiated January 1990 
Concluded December 1991 

March 17, 1992 

September 19, -1 992 

January 15, 1993 

May 1992 
November 1992 
March 1993 
June 1993 
September 1993 
February 1994 
August 1994 
October 1994 
December 1994 

, March 1995 
June 1995 

* 
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Atîachment C 

OPERATIONAL POLICIES AND PROCEDURES: 

Commenb 

Identification to b a r d  
Prescatition 

pertaining to the project procuting I- cvclc. 

Superviriodmpiunmution Replrc~d OD 13.40, OMS 3.52 and 1 ;E;. O M k  dating back to April 
OP 13.40 Mucb 1995 
Suspension of 
Dirbuntmentr 

1. 'Ihc objective of this Matrix is to &ow at which sup of the h j a t  pro-hg ~ycle,  the OD/OP/BP cited in the Request 
kumc applicable. md w b m  known, what p d e d  it. For cumple, OD 14.70 on NGO Involvement in Bmk-Supportd 
Projects did not teddully become appliublc until after project appdwl, and so was rppliubie by the time of port- 
4ppraiul. In m y  w e .  project preparation was assisted by its predecessor OMS 5.30 and thus the Buik was following its 
own dinctive but not n d l y  the one c i t d  in the R q u t o t .  

i r  I I T 



Attachment D 

CORRESPONDENCE TO THE BANK 

I .  
correspondence sent by NGOs from Ronddnia never received a respohse from the World 
Bank." The Requesters refer to twenty-six items of correspondence. They refer in 
particular, to items in Annexes 1 (a), 1 (b), 1 (c), 3 (a), and 3 (c), and aii items in Annexes 
4 and 5 of the Request. Of these letters, only six were addressed directly to the Bank; one 
was forwarded to the Bank as a copy of correspondence to INCRA, and the rest were copies 
of correspondence to other third parties. 

The Request in Chapter VIU-Conclusions, asserts that "almost ail of the 

2. 
from NGOs and to do so in a comprehensive manner, whether by letter or follow-up 
meetings, in Washington, Brasilia or Porto Velho, during supervision missions or other 
occasions. It is tnie that the Bank normally did not rcspond in writing to copied 
correspondence actually addressed to other entities, although, once again, the Bank frequently 
followed up on the subject of the letter during the next supervision mission. As Artachment 
B indicates, these missions were frequent and were supplemented by nearly monthly visits to 
Porto Velho of the Bank's field representative in Cuiabá, so there was ample oppominity for 
exchange of views about NGO concerns. The Bank appreciated being copied these letters 
and receiving phone cai is ,  visits and other messages from NGOs, as they frequently helped 
to orient supervision missions to address issues about which they might not othenvise have 
been aware. 

In fact, the record shows a consistent effort to respond to incoming correspondence 

' 

3. As to the specifc items cited in the Request: 

(a) Annex 1 (a) was a Ietter in October 1988 from Chico Mendes of the National 

the time the letter was received by the Bank; the subject matter was, however, 
discussed during project preparation. 

- Council of Rubber Tappers. Unfortunately, Mr. Mendes had been killed by 

(b) Annex 1 (b) was a letter in December 11, 1989 from Mr. Osmarino Amâncio 
Rodngues and Mr. Ailton Krenak of the Union of Indigenous Nations. We do 
not have a ncord of this letter and believe that it may have been a 
communication to the Bank in December of 1988. On December 12, 1988, 
Bank staff met at Bank hqdquarîers with representatives of an international 
NGO and Mr. Osmarino Amâncio Rodrigues to discuss issues raised by the 
National Council of Rubber Tappers. 

(c) Annex 1 (c) was a letter from a group of local and international NGOs to the 
US Executive Director of the Bank, on January 9, 1990. Management does 
not normally answer correspondence to Executive Directors, but did reply to 
similar concerns in another letter sent on January 10 to the President of the 

nr I I I 
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Bank and in other letters exchanged during this period with the Vice-president 
for Latin America at that time. 

(d) Annex 3 (a) was an open letter to the Board of Directors of the World Bank 
from a group of NGOs in March 1992. It was sent on the occasion of the 
presentation of the project to the Board and con.tained hdvice on issues the 
Executive Directors should consider in their review of the project. In the 
various prc-Board briefing sections and the Board meeting itself, many 
Executive Directors did discuss such issues. 

(e) Annex 3 (c) concerns a May 16, 1954 letter to the Central Forestry Unit of the 
World Bank. We do not have a record of reply to this letter, although the 
main concerns appear again in a June 15, 1994 letter to the President of the 
Bank, which was answered. 

(0 Annexes 4 and 5 .  Ail but 2 of the 16 items referred to in ihesr annexes were 
letters copied to tt, .:ut actually addressed to other entitic 
addnsscd to th-- nnex 4 (d) (a M a y  1993 letti - to the B ~ d c  
represent+- .A) was repiied to in verbal discussions by the 
represer item in 5 (e) (a letter to the President of the World Bank, 
transrniîu., -opy of corrtspondence to the President of INCRA concerning 
proposed settlement activities) was discussed during a June 1993 supervision 
mission, follo. 'y a June 22, 1993 lener from the Bank's Department 
Director fr 

Of the 2 

. to the President of INCRA. 
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