1.	INTRODUCTION





	Environmental issues in Natural Resources Projects (NRP’s)constitute a major concern for governments in host countries the private sector. They are considered in different levels of flexibility, with profound differences from one country to another. The majority of developed countries have elaborated and adopted strict environmental regulations related to NRP’s. Some of them have specific environmental legislations for petroleum and mining. The same example has been followed by some developing countries, like Peru and Argentina.�


	It is interesting to observe that, in most cases, there is a direct relation between the level of economic development of the country and the level of environmental requirements for NRP’s. This issue could possibly be considered from the point of view of two types of countries: developing and developed nations.





	Why does it matter?





	It is important because each one of the countries has specific reasons to justify their levels of environmental requirements. And frequent conflicts occur in multinational projects arising from the differences of those levels.


	This paper will analyse the cost of environmental degradation with specific focus to developing countries. The governments of these nations have to face certain peculiar difficulties. It seems that when such worries come to basic survival needs of the population, like starvation, the governments have no other option but to be more tolerant with the environmental standards imposed on NRP’s.


	This research will study the reasons those countries have to set their standards and the conflicts between them. It will also include the higher standards of environmental requirements and their impact on the profitability of NRP’s. In this area, special attention will be given to latest topics, like abandonment of petroleum offshore installations, the social impacts of petroleum exploration in some tropical ecosystems and indigenous areas, their costs and effects on the Projects.





2.	DEFINITIONS





	Authors usually divide the world economically in two main groups of countries: (a) the first world (developed nations) and (b) a second group, generally referred to as “third world”, “south”, “developing countries”, “less developed countries”, etc.�


	In order to make the ideas clear along this work, the countries will be divided into two major categories: developing nations and developed countries. The first one will, in this work, be sub-classified into two: “low development” and “medium development” countries. Following are the definitions of each of them, for the purpose of this research:





2.1	DEVELOPING COUNTRIES





	“Those countries which for some reason have been backward in developing their economic resources with the result that their peoples have a much lower standard of living than that enjoyed in more economically advanced countries of Europe and America”.�





2.1.1	Low development





	This sub-group comprises countries with low levels of economic development (some with excellent potentials for growth, however). Their population as a whole live in very poor social-economic conditions. Typical examples are Mozambique with Gross National Product (GNP) per capita of only $ 90 per year, Ethiopia ($100), Vietnam ($ 170), Zaire ($ 220), Nigeria ($ 300) and Zimbabwe ($ 520).�





2.1.2 Medium development





	This category is formed by countries that have overcome the state of high poverty, show a reasonable level of economic development and, in most cases, at least a percipient industrial framework. Typical examples are countries like Argentina ($ 7,220), Brazil ($ 3,830) and Colombia ($ 1,400).�





2.3	DEVELOPED COUNTRIES





	These are the considered rich nations, with  sound industrial activities, high standards of living for the majority of the population and a GNP per capita of more than $ 15,000 per year. Typical examples are the members of the Organisation for Economic Co-operation and Development (OECD). Countries like Norway ($ 25,970), the United States ($ 24,740), Germany ($ 23,560), the Netherlands ($ 20,950) and the United Kingdom ($ 18,060), among others.�





3.	WHAT ARE ENVIRONMENTAL STANDARDS?





	Environmental standards, also referred to as Environmental Quality Standards are “The maximum limits or concentrations of pollutants permitted in specific media (e.g. air or water). United States (US) standards are based on: (primary) estimates of maxima which, with an allowance for safety, present no hazard to human health; (secondary) maxima which, with an allowance for safety, present no hazard to public welfare. They may take the form of emission standards or relate to the content of products (e.g. additives or pesticide residues in food, or phosphates in detergents).”�


	Other standards can be included. Some of them may be of relevant weight when assessing the economical viability of a project. Rigid legislation on abandonment is an example. It is known that decommissioning costs of offshore structures are significantly high. Royal Dutch/Shell Group, for instance, is facing a difficult situation with the abandonment of its platform “Brent Spar”. The company’s first idea, in 1995, was simply to dump the 14,500 tonne structure off the edge of Europe’s continental shelf. Protests started when Shell towed “Brent Spar” round the north coast of Scotland.� There are over 6,500 offshore oil and gas rigs world-wide, 600 of which in the North-East Atlantic and the North Sea. The first generation of installations is now reaching the end of its working life. The petroleum industry is faced with the disposal of some of the biggest structures in the world, made of many million tonnes of concrete and steel. The final cost of decommissioning is huge: £ 13.6 billion, involving expenditure of more than half a million sterling pounds per year, for 25 years.�





	Are they relative?





	Environmental standards are relative, in most circumstances. When considered individually, countries are environmentally distinct. Thus, the importance of flaring natural gas, for example, offshore Nigeria is completely different to the one in the Gulf of Mexico. Hence, some countries can use diversities like these to attract the foreign investments they need. Similar situation can be used for the case of abandonment. If a country is in a position where it has primarily to combat hunger of the population, it is not nonsense to allow contracts with flexible abandonment provisions. It works like switching the solution for an urgent problem now for a problem to be solved in the future.





4.	CONFLICTS BETWEEN STANDARDS IN DIFFERENT COUNTRIES





	Although sovereign within their boundaries, states often experience influence from international organisations or neighbour countries. In the environmental area, one of the main external pressures happen when the actions of a specific country affect another. There is a general tendency to approach this issue under a global framework. Thus, countries with a tolerant (if at all existent) environmental legislation may face problems with their neighbours, when developing NRP’s. And these problems can fall within the domains of the “global commons”.� It is reasonable to admit that trans-boundary pollution should be avoided in all situations. This is, indeed, one of the two fundamental objectives of the rules of international environmental law.�





	Why do they matter?





	Differences in environmental standards of neighbour countries constitute a source of potential problems for the most ecologically demanding one. Many conflicts have occurred in recent history. Rivers originating in Eastern Europe carry their effluence to seas of northern (Baltic, North Seas) and southern (Mediterranean, Black Seas) Europe. The main sources originate from heavy industry, agricultural malpractices and shortage of sewage treatment plants.� River Elbe brings from the Czech Republic mercury levels 250 times higher than European Community limits into Germany.�





5.	THE SOCIAL ISSUE AND THE NEED FOR DEVELOPMENT





	Most, if not all, developing nations need foreign investment do develop their Natural Resources. That is the driving force behind the liberalisation of oil and minerals market in those countries. The state companies, although they may be one of a nation’s largest companies, can not afford to develop the reserves according to the needs of the country themselves. Not seldom, governments transfer the revenues of these companies to other sectors, leaving little, if any, money for reinvestment. Foreign investments come in the form of concession agreements, licensing, risk service contracts, joint ventures, etc.�


	Two examples, to illustrate: (a) In Brazil, Petróleo Brasileiro S/A, PETROBRAS, is seeking for partners for a number of projects, like: a new refinery in the North-East region ($ 1.5 billion), the construction of a web of 7,500 Km fuel and gas pipelines within the country (over $ 3 billion) and is presently developing the project of a gas pipeline from Bolivia to Brazil ($ 1.8 billion) with private companies and Yacimentos Petrolíferos Fiscales de Bolivia S/A (YPFB), the Bolivian state oil enterprise.� Brazil needs $ 4 - 7 billion per year to develop its petroleum resources but can only provide about $ 2 billion of its own money.� (b) In Venezuela, Petróleos de Venezuela S/A (PDVSA), the state oil company, “plans for $ 48.5 billion in investment between 1993 and 2002, nearly 20% of which will come from the private sector.”�


	The environmental problem becomes even more relevant when governments offer certain types of areas for international (or local) investors. That is the case of indigenous reserves, national forest parks and recreation areas, among others. Petroleum and mining operations around the border of Brazil and Venezuela have created several problems to the Yanomani indigenous nation. Besides the damages to the environment caused by deforestation, construction of roads and water contamination by mercury used in gold mining, several impacts and conflicts occurred between the natives and the oil and mining workers. The 20,000 people indigenous nation, who has been living in that Amazon area for more than 2,000 years, was faced with additional problems, like infectious diseases to which they had no natural immunity, and violence. “In July 1993, 16 Yanomani women, elderly people, children and infants were brutally massacred by Brazilian gold miners. Just four months later, 19 Yanomani were killed by environmental contaminants, including mercury poisoning from mining operations.”� Governments and private companies should conduct a Social Impact Assessment (SIA), to fully understand the potential social costs of a project, prior to any decision concerning the development of a NRP in areas like these. These SIA’s, in conjunction with Environmental Impact Assessments (EIA’s) can propose project alternatives to the initial project design. This attitude helps to minimise risks related to these environmental variables in NRP’s for the companies and avoid future social and environmental problems for the host country. 





6.	A CASE HISTORY: ECUADOR





	After almost 30 years of petroleum activities in the country, the first two decades without specific environmental legislation, Ecuador found itself immersed in severe pollution problems. As high in importance as the foreign investments were in the mid-60’s� stands the environmental degradation at present. The country now suffers from the intense environmental degradation those operations caused.


	A group of independent consultants was contracted by the Congress in 1995 to evaluate the costs of cleaning up the environment of four oil fields in the Oriente, Ecuador’s Amazon region.� They got to the conclusion that around $ 630 million would be necessary for that purpose.


	The Ecuadorian government also filed a lawsuit against Texaco, claiming environmental losses after the alleged $ 5 billion profit term of the Company in the country.� In spite of several demonstrations of environmentalists and activists in New York City, the case was held in Ecuador and Texaco argued that the Company had complied with all existing laws and regulations, and the profit was far below the alleged $ 5 billion.


	These problems involve matters other than the existence of environmental legislation. One of them is the enforcement of such legislation. The Ecuadorian law requires petroleum companies to submit EIA’s for approval, prior to any new exploratory or production operation. The country’s environmental control agency, Dirección General de Medio Ambiente (DIGEMA) notified those companies in 1988 but up to 1991 none of them had fully complied with the EIA requirement, simply because it was not supported by any enforcement provisions.�





7.	CONCLUSION





	One can understand the flexible way some developing countries approach the environmental issues in their NRP development process.� The urgent need for foreign capital does not leave much room for being very strict. However, there are two points that should not be forgotten: (a) their flexible environmental legislation has to take in consideration neighbour countries that may be more rigid; and (b) developing countries, even with their special needs, make part of the global environment; hence, some decisions have to comply with a much wider scope then their own environments, individually. Burning natural gas in Nigeria, as said above, may not be as grave pollution problem as in the Gulf of Mexico but the CO2 emissions originated there will harm the global warming exactly the same way as any other.


	In addition, these countries should keep their legislations flexible just for a limited period of time, until the most urgent problems are minimised. They should bear in mind that sooner or later they will suffer the consequences. And the longer the time, more complex it gets. Ecuador, Papa New Guinea� and many others know exactly what it means.
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