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At Work With Common

Farm Forestry News:

The Forestry/Fuelwood Research and Development
Project (F/FRED) is perhaps the most ambitious forestry
project funded by the United States Agency for
International Development (USAID) in recent years.
Aimed at meeting the needs of small-scale farmers for
fuel and other forest products through the cultivation of
multipurpose tree species, F/FRED is underway in a
number of South and Southeast Asian countries,
including India, Malaysia, Thailand, Sri Lanka,
Philippines, and Singapore.

Winrock International Institute for Agricultural
Development is the prime contractor with USAID for
carrying out project activities. These encompass a
broad range of research and dissemination efforts,
including a quarterly newsletter, Farm Forestry News.
This publication is printed in an 8-12 page illustrated
format. Contents include news of F/FRED project
activities, notes on publications, and notices of
conferences and workshops. Farm Forestry News is
available to anyone with a professional interest in
agroforestry in developing countries. Requests for
inclusion in the mailing list, submitted news items and
other correspondence should be sent to:

The Editor

Farm Forestry News

Winrock International Institute
1611 N. Kent St

Suite 600

Arlington, Virginia 22209 U.S.A.

Debt and Resources:

Network members who are interested in problems
of biological diversity and ecosystem preservation will
be interested in a recent agreement in which a small
portion of Bolivia's external debt was exchanged for an
agreement by the government of that country to protect

Property

nearly 1.6 million hectares of forest and grassland from
extensive development. These lands border the
existing Beni Biosphere Reserve featured in the second
issue of the Digest.

The procedure was as follows. Conservation
International, a U.S. environmental organization,
purchased $650,000 worth of Bolivian government debt
on secondary markets from unnamed debt holders.
Since Bolivia's promissory notes are being traded at
sharp discounts from face value, only $100,000 of actual
cash was required to make the purchase, slightly over
15% of the face value of the debt. The required funds
were provided by the Frank Weeden Foundation, a
philanthropic organization from California. According to
news reports, this foundation has allocated an
additional $200,000 for similar exchanges.

Conservation International then signed an
agreement with the Bolivian government in which the
debt was turned back to Bolivia in return for that
nation's agreement to protect 1.6 million hectares
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located east of the Beni river in the Amazonian region of
northern Bolivia. Part of the protected tracts will be
completely preserved from all development and will be
maintained as a biosphere reserve limited to scientific
research.

Other areas will be used by the Chimane Indians, a
local indigenous group, and may be opened to limited
agricultural and forestry uses. The agreement between
the government of Bolivia and Conservation
International is detailed and includes the creation of a
$250,000 trust fund in local currency for managing the
reserved areas.

The upshot of the deal is that Bolivia's external
debt is reduced by $650,000, a U.S. foundation has
spent only $100,000, and the Bolivian government has
furnished approximately another $250,000, but in its
own currency. 1.6 million hectares are reserved, at a
total initial cost of six cents per hectare in U.S. dollars.

There are, or course, possible problems which may
develop over time. Critics have raised doubts about the
long-term willingness of future governments of Bolivia
to honor the terms of the agreement, given the chronic
political instability of that country. Others have pointed
out that the agreement covered less than one 1/100 of
1% of Bolivia's total external debt and hence was of little
help in resolving that country's severe debt problems.

Still, the agreement may serve as a useful model
for similar arrangements in the future. If tropical forests
and other natural resources in developing countries are
truly a "global heritage" which benefit all humankind,
then the richer nations need to bear a high proportion of
the economic cost of their preservation. The problem is
that there are few institutional mechanisms for
implementation of such cost-sharing.

The debt swap mechanism provides one possible
example of such an institutional mechanism. It extends
the budgetary reach of private-sector foundations and
environmental groups, and arguably gives them
somewhat greater bargaining power with the
government involved than would a direct grant of
money for conservation purposes.

The country government can lower its nominal debt
without using any scarce foreign exchange. This debt
reduction may be small, but as one U.S. politician was
fond of saying, "A million dollars here, a million dollars
there and pretty soon you are talking about real
money." There is also an incentive for fiscally-strained
regimes to devote some government resources for
conservation efforts which they might not do otherwise.

In summary, this model may not be a panacea for
either environmental or debt problems, but it is still a
useful and concrete step that serves as an alternative
for a number of countries and institutions.



