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Invitation to a breakfast debate with guests
from Ecuador

From a fossil present to a renewable future: How Ecuador’s
Yasuni Initiative could support the EU in achieving its
climate goals

Dear Sir/Madam,

On behalf of Claude Turmes, MEP, and the Climate Alliance (European local
government network), we cordially invite you to a breakfast debate with our
southern guests: Ermel Chavez, president of the Amazon Defense Front,
and Victor Lépez, an anthropologist with Ecuadorian scientific organisation,
EcoCiencia.

During the meeting, we will present the pioneering Yasuni Initiative. Its
central idea is to leave the oil in the Yasuni Biosphere Reserve in the ground.
We would also like to discuss how this initiative corresponds to the EU’s
commitment to the international climate process (Copenhagen Accord).

The discussion will take place:

5 October 2010 from 10:15 - 12:15
Climate Alliance, Brussels office
House of Cities

1, Square de Mee(s

1st floor, Room: Luxembourg
1000 Brussels

Belgium

We would be delighted to welcome you to this morning break where you can
enjoy a fruitful discussion as well as FAIR specialities from Ecuador.

Wekindlyrequestthatyouconfirmyourparticipationwith Ms.Silke Lunnebach,
s.lunnebach@climatealliance.org (cc to: l.blondel@climatealliance.org).

Please do not hesitate to contact us in case of any queries.
We look forward to welcoming you on 5 October.

Yours sincerely,

Thomas Brose Claude Turmes

Director, Climate Alliance Member of the European Parliament



What has the Yasuni Initiative got to do with
Europe?

Ecuador’s Yasuni-ITT initiative means that about 900 million barrels of oil
that lie under the Yasuni National Park in the block Ishpingo-Tambococha-
Tiputini in the northeast of the country, will not be extracted, if half of the
expected revenues will be reimbursed by the international community.

Background information

Objective: Fulfilment of the European aims outlined in the Copenhagen
Accord by supporting the Ecuadorian Yasuni Initiative

Why? Ecuador’s proposal is an innovative solution to protect the climate,
rainforests and human rights on the path to a post-oil society.

The Initiative offers countless benefits

1. Triple contribution to protecting the world climate

= Avoidance of greenhouse gas emissions from fossil fuels
Refraining from exploiting and burning 846 million barrels of crude oil will
help avoid 407 million tons of CO, emissions.

= Conservation of the rainforest as a CO, sink

Construction of the infrastructures for oil production (conveyor plants,
pipelines, roads, tanks, airstrips, etc.) would lead to the “clearance”
or partial destruction of vast swathes of the 982,000 km? national park
and to conversion of the land into industrial grasslands, as in the “old”
production areas in the northern provinces of Sucumbios and Orellana.
Their CO, absorption and storage capacities are far lower than those of
the rainforest. Similar to the REDD mechanism (Reducing Emissions from
Deforestation and Degradation), it is a case of “avoided deforestation”
here — but in its real and basic sense.

= Energy change in Ecuador

The Yasuni trust will fund investments in renewable energies throughout
the entire country, changing the offer and demand matrix in Ecuador
from fossil to renewable energies. In 2006, 47% of Ecuadorian electricity
was obtained from the combustion of fossil resources for example. This
amount has gradually been replaced by renewable energies such as wind,
solar and geothermal power. A significant amount of CO, emissions could
therefore be avoided (43% of electricity already comes from hydroelectric
power, a source continuously under development; 10% is imported).

2. Contribution to protecting the rainforests and their biodiversity

= The Yasuni Initiative would mean destruction of further areas of the
rainforest, which has covered 982,000 km? of the national park up until
now, could be avoided. In 1989, UNESCO declared the park a Biosphere
Reserve. It is the international community’s duty to contribute to the
rainforests’ preservation, particularly now — during the International Year
of Biodiversity.

3. Contribution to protecting human rights

= The Yasuni national park is home to numerous Indigenous Peoples, including
the Huaorani and Kichwas. Particularly worth mentioning are the Tagaeri
and Taromenane who live as nomads in voluntary isolation and reject
contact with Western civilization. Qil production in this area would mean the
destruction of their living space and way of life.



On the basis of these three key reasons, Climate Alliance voted unanimously
in favour of the attached resolution during its last International General
Meeting held in Perugia, Italy on 15 April 2010. In the resolution, members
call upon the European Union and its Member States to back the Ecuadorian
government’s Yasuni-ITT proposal financially to the extent corresponding to
their role in the international community (see attachment).

Financing

Ecuadorisofferingtoleavethe oilinthe groundifthe international community
covers half of the (lost) profits in return: 270 million dollars per year over
a 13-year period. In article 8 of the Copenhagen Accord, the industrialised
signatory countries declared their willingness to support the developing
countries in a “fast start”, with 10 billion dollars per year between 2010 and
2012 and up to 100 billion dollars per year by 2020 to help them reduce their
emissions and take adaptation measures.

These are to be additional funds that help developing countries finance
reduction measures (inclusive REDD-plus), adaptation, technology develop-
ment and transfer and capacity building. The EU and 27 Member States
entered into the Copenhagen Accord under the Spanish presidency with the
letter of 28 January 2010.

The EuropeanUnionhaspledged 2.4 billioneuros peryearforthe Copenhagen
Accord’s “fast start”. Several EU member states have also already indicated
their contribution for the three years: Denmark promises 1,200 million krone,
France 1,260 million euros, Germany 1,260 million euros, the Netherlands
310 million euros, Great Britain 1,500 million euros, the EU Commission itself
150 million euros (www.faststartfinance.org, as at 17.9.10) and Luxembourg
9 million euros.

Concrete idea for the EU to implement its obligations

The Yasuni proposal fills the abovementioned objectives with content
extremely effectively. Signing of the “Ecuador Yasuni-ITT Trust Fund”
on 03.08.2010 by the Ecuadorian government and the United Nations
Development Programme (UNDP) whose Multi-Donor Trust Fund Office
(MDTF Office) shall administer the trust has now created a structure that
takes the difficult balance between national sovereignty and international
responsibility, and a say for global common assets into account; it also
allows for the UNDP’s global experiences with development projects to be
channelled into the Yasuni project (http:/mdtf.undp.org/yasuni). Particularly
the attempt to help an oil-exporting developing country in a decisive step
towards a climate-friendly energy matrix based on regenerative energy
constitutes an unprecedented positive example with high added value.

Individual European countries have already announced their financial support
for the Yasuni-ITT proposal, including Italy, Spain, Belgium and France.

Climate Alliance therefore calls upon the European Union to support this
proposal financially on behalf of its members; it lends itself to being credited
as a contribution to climate protection within the scope of the Copenhagen
Accord. Climate Alliance is also aware of the two accompanying necessities,
namely that a coherent oil concessions policy in the other parts of Ecuador
must follow the Yasuni-ITT proposal and that the social responsibility of
European companies for their activities outside of Europe requires a more
stringent legal framework. At the same time, we call upon the Members of
the European Parliament for support.
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From the civil society to the government and
finally to the international arena: We need to
safe Yasuni!

The Yasuni Initiative was first launched at a governmental level in September
2007, however the seeds for the idea were sown far earlier.

As early as the mid-1990s, activists,
researchers and scholars began
calling foramoratorium on oil drilling
in this region. This was primarily the
outcome of the ongoing Texaco oil
disaster, which clearly demonstrated
the severe environmental and social
effects of oil drilling.” More and
more human rights organisations
and indigenous organisations in
the Amazon region opposed the oil
extraction due to the bad experiences. In 2000, Alberto Acosta and Accidn
Ecoldgica published the book ‘El Ecuador Post-Petrolero’. This helped to
define a larger plan that included a move toward alternative energy sources
in the context of global climate change, support for those portions of the
developing world not included in the Kyoto Protocol, and protection for the
rainforest and for the unaffected peoples living within it.

4

The next big push forward was a ‘Forum on Human Rights, Oil and
Reparation’ in Coca (Ecuador) in October 2006. The forum was organised
by Oil Watch and Accion Ecolégica and brought together all stakeholders to
discuss alternatives to petroleum extraction and to exchange information
among peoples in similar situations around the world.

In January 2007, Rafael Correa was elected as Ecuador’s president. His
cabinet and supporters were members of the anti-oil extraction community.
His Minister of Energy and Mines, Alberto Acosta, and Esperanza Martinez,
the leader of Accion Ecoldgica, worked together on a plan for leaving the oil
inthe ground.? The Yasuni-ITT Initiative was officially launched in September
2007 by President Rafael Correa. Since this time, the initiative has entered the
international arena and received a great deal of attention from civil society
as well as from government actors.

Relying on civil society actors’ experiences and visions, the initiative is able to
tackle the two most urgent environmental problems simultaneously, namely
climate change and a loss of biodiversity. This not only helps prevent the
emission of millions of metric tons of CO,, but also ensures the continuity
of a sensitive social, environmental and cultural ecosystem. In addition, it
also encourages poverty reduction and the abolishment of inequalities in
the country.

In a nutshell, it is an innovative suggestion that offers Ecuador the
transformation of its extractive economy to a more sustainable social,
environmental and cultural sensitive system, and pursuit of more efficient
and effective development to reinforce the Millennium Development Goals.

1 For more information about the Texaco case in Ecuador, see Frente de Defensa de la
Amazonia’s website: http://www.texacotoxico.org/eng/

2 Martin, Pamela L. 2010: Global Governance from the Amazon. Leaving Oil Underground in
Yasuni National Park, Ecuador, paper presented at the 51st Convention of the International
Studies Association, New Orleans, Louisiana, http://www.sosyasuni.org/en/files/global_
governance_from_the_amazon_pamela_martin_isa_2010.pdf - rev. 16. September 2010.
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The Yasuni National Park

The ITT block (named after the
Ishpingo-Tambococha-Tiputini  oil
fields) isthe largest known oil reserve
in Ecuador. With over 900 million
barrels (estimated) it accounts for
nearly one quarter of Ecuador’s total
reserves. However, these reserves
are located beneath the Yasuni E
National Park. Major political and
economic pressure to exploit this
block has existed since 1997 when
the first plans for the oil extraction in
the area were made. And still, ‘Plan
B’ involving exploitation of these
reserves has been drawn up with
signing of the Yasuni Initiative.

“Francisca de
Oreflanar Coca’

The Yasuni Park itself is situated

in the Ecuadorian Amazon, predominantly in the province of Francisco de
Orellana. It was declared a national park in 1979 and also recognised as a
Biosphere Reserve and Cultural Heritage Site by UNESCO in 1989. In 1999,
700,000 hectares of the park were declared an ‘Untouchable Zone'. This
means that it is protected from any mining, oil activity, logging, colonisation
or anything that might tamper with the biodiversity and ethno-cultural nature
of the area.

The Yasuni National Park is famous for its extraordinary and unique
biodiversity. Furthermore itis home to one of the greatest genetic varieties of
plants and animals on earth: over 2,270 types of trees and bushes, 593 species
of birds, 80 species of bats, 150 species of amphibians and 121 species of
reptiles can be found in its 920,000 hectares. It was also a biodiversity refuge
during the Pleistocene Epoch when most of the Amazon rainforest became
grasslands due to glaciation. So it has been a biodiversity hot spot for
centuries and has the potential to sustain this biodiversity in the long term.
This is mostly due to its large size and wild character, its intact collection of
large vertebrates and its IUCN Level Il protection status in a region that lacks
other strictly-protected areas. Most importantly, wet rainforest conditions
are likely to be maintained here while anticipated climate change-induced
droughts intensify in the eastern Amazon.

Besides its biodiversity, the Yasuni area is also home to indigenous peoples.
It is the ancestral territory of the Huaorani indigenous people, who have
lived here for at least five centuries and possibly thousands of years. Some
of these indigenous groups are among the last still living in a voluntary
isolation in the Amazons.

“What will happen when our children grow up? Where will they live when
they are older? Our rivers are tranquil and in the forests we find the food,
medicines and other necessities that we need. What will happen when the
oil companies finish destroying we have?”

Letter from Huaorani community members
to the President of Ecuador in July 2005

3 El Yasuni Depende de Ti — campaigns web page (www.sosyasuni.org/en).
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Content and form of the Yasuni-ITT Initiative

What does the Initiative entail?

The government of Ecuador
commits to refrain indefinitely
from exploiting the oil reserves
of the ITT block within the
Yasuni National Park if it
receives compensation from
the international community ¢
equivalent to at least 50% of

the profits that it would earn if
the reserves were exploited.

It prevents the emission

of 407 million metric tons of CO, and ensures maintenance of the park’s
biodiversity. The indigenous peoples living in the area for centuries will also
be protected.

The revenue will help Ecuador to change its economic dependency on oil
and bring the country into the post-oil era with renewable energy source
production.

Human development projects can be carried out in accordance with
sustainable development.

The main purpose of not extracting the oil from the Yasuni-ITT is to contribute
to climate change mitigation and prevent the serious environmental
and social damage that drilling for oil is known to cause. However, for a
developing country whose economy mainly relies on revenue from oil, the
question of whether to exploit the reserves or not is an economic one. The
income is needed to develop the country. This is why Ecuador is asking the
international community to provide monetary compensation amounting to
50% of the expected income (approx 7.2 billion USD over a 13-year period) if
the oil were to be exploited in exchange for leaving the oil of the Yasuni-ITT
block in the ground.

In particular, the Yasuni Fund arrangements aim to ensure that:

= Each project approved for funding is part of a government-approved Yasuni-
ITT Initiative priority programme according to the Ecuadorian National
Development Plan

= The activities financed are implemented by national implementation partners
under the overall ownership and leadership of the government to ensure
sustainable local capacities

= Funding and implementation are undertaken with full transparency and
accountability, prompt delivery and efficient utilisation of Yasuni Fund
resources
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Financing

The “Ecuador Yasuni-ITT Trust Fund”* was signed on August 3, 2010 by the
Ecuadorian government and the UN Development Programme.

The estimated amount to be collected will total approximately 7.2 billion
US dollars over a period of 13 years.® The funds could be obtained from
voluntary donations or from selling carbon credits.

Voluntary donation of the funds could come from governments,
intergovernmental entities, non-governmental organisations, private
foundations, private sector organisations and individuals.® Contributions
could also be derived from public fundraising events following prior approval
from the Steering Committee. If the world carbon market accepts the Yasuni
Guarantee Certificates (CGYs) in the future as equivalent to Emission
Permits, they could then also be sold to private and/or public entities. The
contributions to the Yasuni Fund must reach a minimum threshold of 100
million US dollars by the end of 2011. Contributions to the Yasuni Fund may
be accepted in US dollars or in any other currency that can be readily used.

The Fund will have two windows:

1. The Capital Fund window, which finances investments made to renewable
energies, and

2. The Revenue Fund window, which finances policies in accordance with
National Development Plans, namely policies aimed at conservation,
reforestation, energy efficiency and social programmes as well as research
and innovation.”

* Terms of reference of the Yasuni Fund (http://yasuni-itt.gob.ec/espanol/trust-fund-
terms-of-reference/ - rev. 16. September 2010.

5 A rough estimation of income from oil found in the new deposits if the price of oil
stays at around 60 USD per barrel. According to the authors of the Yasuni Initiative,
the sum of 7.2 billion USD is also a price of carbon credits needed for 407 million
tons of CO, if they were released into the atmosphere and carbon credits were
subsequently sold on emission markets in Europe (calculated with price of 17.66
USD per ton).

5 For more details see: http://mdtf.undp.org/yasuni.

7 The National Development Plan:

a) Effectively prevent deforestation and conserve ecosystems, particularly the
national system of natural protected areas, including its buffer zones.

b) Reforestation, afforestation, natural regeneration and appropriate management
of one million hectares of forest owned by small and medium landholders.

c) Renewable energy and an increase in national energy efficiency and energy
savings.

d) Promote social development in the Initiative’s zones of influence.

e) Support research, science, technology and innovation in relevant areas.
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Yasuni Guarantee Certificates (CGYs)

In exchange for contributions, the government will provide a guarantee to
maintain the ITT block oil reserves within the National Park beneath the
ground indefinitely. The government will issue Yasuni Guarantee Certificates
(CGYs) in US dollars equivalent to the face value of each contribution. The
CGYs will also include the metric tons of CO, avoided according to the price
of the European Union Allowances (EUAs) on the Leipzig Carbon Market.
Where the contribution is below the minimum threshold established by the
Steering Committee, it shall constitute a donation to the Yasuni ITT Trust
Fund and will not entitle the contributor to CGYs. The maximum total amount
of CGYs issued by the government will be equivalent to the total value of
407 million metric tons of CO, not emitted as a result of not exploiting the
Yasuni ITT oil reserves. The CGY is an instrument that does not earn interest
and does not have an expiration or maturity date as long as the government
maintains its commitment not to exploit the Yasuni ITT oil reserves.?

Administration of the Fund

The funds received will be administered by the Multi-Donor Trust Fund
Office of the United Nations Development Programme (UNDP), which
will guarantee the transparency of the revenues. It will be governed and
overseen by a six-person Steering Committee chaired by the government.
The Steering Committee members will include three representatives from
the government, two from contributing countries and one from Ecuadorian
civil society.

8 http://mdtf.undp.org/yasuni; The whole Initiative can be found at:
http://www.yasuni-itt.gov.ec/iniciativa_yasuni_itt.asp?language=english
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Benefits of the Yasuni Initiative

The invincible combination of biodiversity conservation and
climate change mitigation

The relationship between biodiversity loss and
climate change, and the need to build coherent
politics that address them both has been noted in
the work of the Secretariat of the Convention on
Biological Diversity® and in an ad hoc EU Expert
Working Group.™ IPCC" is generously put in
practice in the Yasuni-ITT Initiative. Leaving the oil
in the ground will cut the use of fossil fuels and thus
the emissions they would produce. Furthermore
the forest are conserved and deforestation thus
combated. Absorption of the carbon dioxide also
provides an important services for the ecosystem.

According to areport prepared by a group of experts
in 2004, Yasuni National Park affords outstanding
levels of diversity of many taxonomic groups.” In one single hectare of
Yasuni forest, there are almost as many species of trees and shrubs as there
are in the whole of the United States and Canada combined. Yasuni also
conserves a large tract of the Amazonian rainforest, which is considered one
of the world’s 24 wilderness priority areas. The extraction of crude oil would
inevitably destroy this biodiversity.

Respecting the Human Rights of Indigenous Peoples

R The ITT block is located in the territories of the Huaorani
@ pcople and are also part of the territory used by three
other indigenous groups - the Tagaeri, Taromenani and
Onamenane peoples — who have voluntarily chosen to avoid
all contact with the outside world and reject any attempts of
interaction and occupation of their territory. These people
count with precautionary measures given by the Inter-
American Commission of Human Rights since May 10,
2006.™

® Connecting biodiversity and climate change mitigation and adaptation, Report of
the Second Ad Hoc Technical Expert Group on Biodiversity and Climate Change,
CBD Technical Series no 41, 2009 (http://www.cbd.int/doc/publications/cbd-ts-41-
en.pdf — rev. 13. September 2010).

1w EU Ad Hoc Expert Working Group on Biodiversity and Climate Change: Towards
a Strategy on Climate Change, Ecosystem services and Biodiversity, 2009 (http://
ec.europa.eu/environment/nature/pdf/discussion_paper_climate_change.pdf — rev.
13. September 2010).

" Biodiversity and Climate Change, IPCC Technical Paper V, 2002 (http://www.ipcc.
ch/pdf/technical-papers/climate-changes-biodiversity-en.pdf rev. 13. September
2010).

2 Scientists Concerned for Yasuni National Park, 2004. Technical Advisory Report:
The biodiversity of Yasuni National Park, its conservation significance, the impacts
of roads therein, and our position statement. (http:/saveamericasforests.org/
Yasuni/Petrobras/Docs/4.%20SCY%202004.pdf — rev. 13. September 2010).

3 Inter-American Comission on Human Rights, Precautionary Measures 2006 http://
www.cidh.org/medidas/2006.eng.htm.
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Economic and energy transformation that supports poverty
prevention

Oil has been the cornerstone of Ecuador’s economy for the past twenty-five
years and continues to play a central role. However, this economic sector
has also produced many conflicts due to its serious environmental and
social impacts.

One of the most important factors of this Initiative is that the revenues
received by the government will be spent on helping to become a post-oil
economy with renewable energy sources and sustainable local economies.
Creating energy independence not based on fossil fuels would also help to
improve the living conditions of a large number of Ecuadorians and thus
contribute to achievement of the Millennium Development Goals.™

Realising energy justice

“In fact, no country in modern times has substantially reduced poverty
without a massive increase in its use of energy and/or a shift to efficient
energy sources.”

UNDP, Energizing the Millennium Development Goals

The use of energy is necessary in order to develop practically all aspects
of human life. That means that human beings depend on it for running
hospitals, agriculture, manufacture, etc. A reliable and inexpensive energy
supply is therefore fundamental to overcome poverty. Millions of people
in developing countries currently lack access to sustainable and reliable
sources of energy and energy services.

The question of the extent to which access to energy and its usage should
be shared out equally across the world is crucial when discussing energy
justice. World energy consumption has doubled in the past 30 years.
Developed countries, which make up 30% of the world population, use 70%
of the world’s energy resources. The remaining 30% is used by countries
of the southern hemisphere. Thus an increase in energy consumption in
developing countries would only be reasonable. It should be ensured though
that this increase in energy usage in the south of the globe does not lead to
an increase in greenhouse gas emissions. This should be done by cutting
fossil fuel imports to the north and fossil fuel exports from the south as well
as by increasing the percentage of renewable energies used and enhanced
energy efficiency in both the north and south. Since the investments made
in renewable energy sources could well become too costly for developing
countries, they will need support in performing their energy U-turn!

The Yasuni-ITT Initiative is a good way of promoting energy justice. Leaving
the oil in the ground prevents environmental and cultural damage in
developing countries delivering energy to the developed nations. With the
compensation from the international community, it would be possible for
Ecuador to make the switch to a post-oil era, to start using renewable energy
sources and to guarantee its citizens access to energy services without
damaging the environment and violating the human rights of indigenous
peoples

*Yasuni depende de ti — campaign website www.sosyasuni.org/en.
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Republic of Ecuador

Overview

= South America (borders with Peru and
Colombia)

= Capital: City of Quito
= Surface: 283,561 km? '
= 3 geographical regions:
Cost, Andean Highland, Amazon region
= Population: around 14,790,600

Mestizos 55%, Indigenous Peoples 35%,
Spanish and others 7%, black 3%

= Languages: Spanish (official), Indigenous
languages (especially Kichwa)

= Representative democratic republic
= 24 provinces
= Constitutions: 20 October 2008

= President: Rafael CORREA Delgado
(since 2007)

= Natural resources: petroleum, fish, timber, hydropower
= Industries: petroleum, food processing, textiles, wood products, chemicals

= Environment — current issues: deforestation; soil erosion; desertification;
water pollution; pollution from oil production wastes in ecologically sensitive
areas of the Amazon Basin and Galapagos Islands

= International agreements: Antarctic-Environmental Protocol, Antarctic Treaty,
Biodiversity, Climate Change, Climate Change-Kyoto Protocol, Desertification,
Endangered Species, Hazardous Wastes, Ozone Layer Protection, Ship
Pollution, Tropical Timber 83, Tropical Timber 94, Wetlands

= History: Up until the Spanish conquest in 1533, the country belonged to
the Northern Inca Empire; it subsequently remained a part of the Spanish
colonial empire and the Republic of Gran Colombia until its independence in
1830. Between 1904 and 1942, Ecuador lost some of its territories in a series
of conflicts with its neighbours. A border war with Peru flared between 1995
and 1999. Ecuador has been governed by civilian governance since 1979, but
has been marred by political instability. The latest president, Rafael Correa,
was re-elected during the last elections (April 2009).

Ecuador is heavily dependent on its petroleum resources, which have
accounted for more than half of the country’s export earnings and one fourth
of public sector revenues in recent years. Other exports include bananas,
fish, shrimp, timber, cut flowers, cacao, coffee and wood.

In 1999/2000, Ecuador suffered a severe economic crisis, with GDP falling by
more than 6%. Poverty increased significantly, the banking system collapsed
and Ecuador defaulted on its external debt later that year. In March 2000,
the National Congress of Ecuador approved a series of structural reforms
that also provided for adoption of the US dollar as legal tender. This and the
increasing oil prices stabilised the economy and led to 5.5% growth in the
2002-2006 period, the highest five-year average in 25 years.

The poverty rate declined but remained high at 38% in 2006. In 2006, the
government imposed a windfall revenue tax on foreign oil companies,
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leading to the suspension of free trade negotiations with the US and a
drop in petroleum production in 2007. President Rafael Correa raised the
spectra of debt default and followed through on these threats in December
2008 by defaulting on some commercial bond obligations. He also decreed
a higher windfall revenue tax on private oil companies, then renegotiated
their contracts to overcome the debilitating effect of the tax. This generated
economic uncertainty; private investments dropped and economic growth
slowed.

About 35% of Ecuadorians live below the poverty line (as at 2008). The general
life expectancy is 73 years. The infant mortality rate is 13 per 1,000 live births
and 23% percent of the children under five are chronically malnourished. A
significant proportion of the population has no access to clean water. Basic
health care, including doctors’ visits, basic surgeries and basic medications
has been provided for free since 2008, however many hospitals are in a poor
condition and often lack the necessary supplies. Ecuadorians often have to
wait an extremely long time to see a doctor. Specialist visits are only an
option in Quito and Guayaquil.

Ecuador is the 17th megadiverse country in the world: despite its size, it is
home to a great variety of species, many of them endemic (e.g. those of the
Galapagos Islands). Despite being on the UNESCO list, a range of negative
environmental effects threaten the Galapagos Islands, endangering the
existence of this exotic ecosystem.

What’s more, oil exploitation in the Amazon rainforest has led to the
release of billions of gallons of untreated waste, gas and crude oil into the
environment, contaminating ecosystems and with a detrimental effects on
the health of Indigenous Peoples. However, the latest constitution from the
year 2008 is in fact the first in the world to recognise legally-enforceable
Rights of Nature, or ecosystem rights.

Ecuador and petroleum

Although one might think the opposite,
many studies confirm the challenges
that countries whose economy relies on
petrol face to reach an adequate level
of development. For example, between
1965 and 1998, gross national product per
capita growth decreased on average about
1.3% in the OPEC countries, while in other
developing countries per capita growth was
an average of 2.2%." This phenomenon is
also referred to as the “resource curse”:
countries rich in natural resources such
as petroleum are often unable to use the
wealth to develop their economics. This has
definitely been the case in Ecuador, which
became a petrol exporter in 1972.

s Gylfason, T (2001), ,Natural resources, education, and economic development”,
European Economic Review: 45 (4-6): 847-859.
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Even though Ecuador is one of Latin America’s largest oil exporters,
producing 486,000 barrels of oil per day in 2009", it hasn't improved its
welfare: the number of people living below the poverty line remains high.

In fact, the oil extraction has caused social problems in the communities
dwelling close to the oil fields — particularly the indigenous peoples whose
land is mostly occupied by pipelines and oil dwells are affected. The
environmental degradation —water and air pollution, deforestation—has been
utterly disastrous to local peoples’ health and cultural survival. Deforestation
affects 198,000 hectares each year and the annual deforestation rate (1.4%)
is one of the highest in Latin America.

Although the government
recognised the Rights of Nature
andlaunchedthe YasuniInitiative,
the consistent habit of relying on
petroleum as a major income,
remains intact in Ecuador. Thus
despite the underperformance
in both per capita income and
exports, which is due to neoliberal
policies applied in the past
according to Dr. Carlos Larrea, the
current government has found it
difficult to resist the short-term
incentive of continuing to expand oil production. The rises in oil prices have
not provided the incentives needed to promote diversification of the national
economy or the development of an economic strategy based on sustainable
usage of the country’s rich biological and cultural diversity. Although the
country’s existing reserves have been proven to be limited (Ecuador will
cease to be an oil producer in the next three decades), expansion of the oil
frontier has caused very serious ecological damage."

The country is juggling both conservation and exploitation: while the
government is proposing to conserve the Yasuni National Park by leaving
the oil in the ground, it is simultaneously developing a ‘Plan B’ to exploit
the oil reserves if the funds collected are insufficient. This contradictory
policy also affected the case of block 31 located directly adjacent to the ITT
block. Development of this block was contested from the start but was made
possible by a presidential decree that annulled the law exempting protected
areas from oil extraction. Petrobras’ acquisition of block 31 triggered launch
of the ‘Save the Yasuni’ campaign by a coalition of concerned scientists,
environmentalists and indigenous rights NGOs."®

'® Energy Information Administration, EIA, Country analysis briefs Ecuador (http:/
www.eia.doe.gov/emeu/cabs/Ecuador/pdf.pdf - rev. August 2010).

7 Larrea, C. 2006. Neoliberal Policies and Social Development in Latin America:
The Case of Ecuador. Paper presented on June 3, 2006 at the Congress of Social
Sciences and the Humanities, CERLAC, York University. Cited in Rival, Laura: “The
Yasuni-ITT Initiative: Oil Development and Alternative Forms of Wealth Making in
the Ecuadorian Amazon” Working Paper no. 180, University of Oxford, 2009.

'8 Rival Laura: “The Yasuni-ITT Initiative: Oil Development and Alternative Forms of
Wealth Making in the Ecuadorian Amazon” Working Paper no. 180, University of
Oxford, 2009. (http://www.sosyasuni.org/en/files/global_governance_from_the_
amazon_pamela_martin_isa_2010.pdf — rev. 16. September 2010).
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Given that Ecuador only possesses proven reserves for no more than 30
years more of exploitation, the wisest step would be to begin transitioning
to a new development strategy that is based on its abundant biodiversity and
diverse cultural heritage, and on its conservation in a sustainable way. The
Yasuni Initiative would bring a needed push to err on the side of sustainable
development.

The dilemma in overview

= Ecuador reached its maximum extraction of petroleum in 2006, with 536,000
barrels of oil a day and a high petroleum price (65 USD for one barrel in
2010)

= More than 5 million Ecuadorians still live in poverty

= More than one million Ecuadorians have emigrated for work; the biggest
community is in Spain

= Four out of nine workers in Ecuador still do not have a decent job

= Deforestation occurs in Ecuador at one of the highest rates in Latin America

= The petroleum has not brought development

= Short interest gains still though sign the way to oil exploitation

= Change is needed
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The TEXACO case

The first oil fields were
discovered beneath the
rainforest in the North of
Ecuador by the Texaco-
Gulf consortium in 1967.
This triggered an oil boom,
which changed the region
permanently, with a vast
network of roads, pipelines
and oil facilities mostly
built by foreign companies.
In the process of extracting
more than two Dbillion
barrels of crude oil from
the Ecuadorian Amazon, —
billions of gallons (1 gallon = 3.7853 litres) of untreated wastes, gas and
crude oil have been released into the environment.™

Texaco itself dug 350 oil wells. While in operation, Texaco dumped more than
18 billion gallons of toxic and highly saline ‘formation water’ (a by-product
of the drilling process) into the rivers of the Oriente region. This practice was
made illegal in major US oil-producing states decades before the starting
of Texaco’s operations in Ecuador. It is estimated that the company saved
three dollars per barrel of oil produced by using less environmental-friendly
techniques in its Ecuador projects. When it left the country, some 1,000 open
toxic waste pits were left behind. Many of these pits continue to leak into
the water table or overflow during heavy rains, polluting rivers and streams,
contaminating the water people depend on for drinking, cooking, bathing
and fishing.?

During the period from 1972 to 1993, a total of more than 114 billion litres
of toxic waste and crude oil were released into the land and the waterways
of the Oriente (the Amazonian region where most of Ecuador’s oil reserves
are located). The severity can be demonstrated by comparing it to the 40.9
million litres spilled during the Exxon Valdez tanker disaster in 1989 in Alaska
in one of the largest sea oil spills in the world.?

Texaco left the country in 1992 and its operations and infrastructure were
turned over to Petroecuador, which is trying to modernise its operations
but still has a long way to go. After leaving Ecuador, Texaco did conduct a
‘clean-up’ in 1995. This covered less than 1% of its former site though and
mostly only involved covering open pits with dirt or burning off the crude
by-products.?

'® San Sebastian, Miguel & Hurtig, Anna-Karin “Qil Exploitation in the Amazon Basin
of Ecuador: A Public Health Emergency” in Pan American Journal of Public Health,
15 (3), 2005, pg. 207, (http://chevrontoxico.com/assets/docs/rpsp-04.pdf — rev. 16.
September 2010).

20 Chevron Toxico, A Campaign for Justice in Ecuador: www.chevrontoxico.com

21 San Sebastian, Miguel & Hurtig, Anna-Karin “Qil Exploitation in the Amazon Basin
of Ecuador: A Public Health Emergency” in Pan American Journal of Public Health,
15 (3), 2005, pg. 207, (http://chevrontoxico.com/assets/docs/rpsp-04.pdf — rev. 16.
September 2010).

22 Chevron Toxico, A Campaign for Justice in Ecuador: www.chevrontoxico.com

23



Health problems have plagued the daily lives of the local people. Several
studies have proven that the cancer rates close to the oil fields are higher®
and miscarriages are also more common:?* Not to mention the cultural
damage: without the natural environment where they used to live and the
natural resources that provided them with their daily needs, the Indigenous
Peoples have lost a part of their cultural heritage and richness.

The‘clean-up’that Texacoconducted uponits departure was merely torelease
it from liability. However, this didn’t concern individual claims, which made it
possible for the victims to pursue justice. In 1993, a group of inhabitants from
the Oriente region filed a lawsuit against the company in New York under
the aegis of Frente de Defensa de la Amazonia (Amazon Defense Coalition).
After a long battle, the court decided in 2002 that the lawsuit should be
tried in Ecuador. The case was brought to court in Ecuador by the plaintiffs
in 2003. In 2008, a report by a court-appointed scientific expert provided
conclusive evidence of Chevron’s culpability and recommended a fine of up
to 27 billion US dollars. The verdict hasn’t yet been given however.?

2 See for example: Hurtig, Anna-Karin & San Sebastian, Miguel: “Geographical
differences in cancer incidence in the Amazon basin of Ecuador in relation to
residence near oil fields”, International Journal of Epidemiology 2002; 31:1021-
1027. (http://chevrontoxico.com/assets/docs/ije-02.pdf — rev. 16. September 2010 or
San Sebastian, M., Armstrong B., Cérdoba, J.A and Stephens, C: “Cancer Study in
Village of San Carlos” in Occupational Environmental Medicine 2001;58: 517-522
(http://chevrontoxico.com/assets/docs/oem01.pdf — rev 16. September 2010).

2 San Sebastian, M.,Armstrong, B.,Stephens, C.: “Outcomes of Pregnancy among
Women Living in the Proximity of Qil Fields in the Amazon Basin of Ecuador” in
Journal of Occupational and Environmental Health 2002; (8)4: 312-219. (http://
chevrontoxico.com/assets/docs/ijem-02.pdf — rev. 16. September 2010).

% Chevron Toxico, A Campaign for Justice in Ecuador: www.chevrontoxico.com
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