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Abstract

The aim of this study is to discover the connedibetween FDI, natural resource access
and local development and it is materialises in ¢thee of FDI into Antamina mine
company, located in the province of Huari, Peratuldy this case basing in three pillars.
First, | analyse the way in which the connectiotwaen FDI, natural resource access and
local development have been present in theory. Heseggest the political ecology
approach for understand in a better way the coresexps of the establishment of the FDI
in natural resources access. Second, | examineliteet and indirect effects of FDI in
Ayash River Basin Communities. My research stuthesimportance of national tax laws
and the role of decisions makers for regulating ah®unt of revenues trickling back to
local communities. | describe and explain the ifiggmce of concepts such as corporate
social responsibility and its role in MNCs. Thirtl,look to both local communities
development narratives as Antamina developmenatiaes and examine how they can be

uncovered through discourse analysis.
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Chapter One

I ntroduction to the I nquiry

1.1. Introduction

During my first semester at the bachelor level mgr®mics professor told us in one of his
lectures about the benefits that Peruvian econoiflyotain from the discovery of the
deposits in Camisea at Cuzco province and its eedigt privatization; he told us the
Peruvian economy will increase 2% only due thi®igm investment. As a new student |
felt proud and good about that increment. Howeuerdid not realize that this
macroeconomic growth might bring difficulties fdret communities that will be directly
affected. In this sense in this thesis | try tadfiout and explain to what degree Foreign

Direct Investment (FDI) affect Resources Accesslayzhl Development.

This research first had the aim to explore andysthé relationship between FDI, Water
Management (WM) and Local Development. However,imdufieldwork | realized that

there were not significantly changes over WM at stydy area, Ayash River Basin
Communities (ARBC). Yet | discovered a new intdrestissue in the study area. There
were landscape morphology changes and social chaniein the consequences of the
establishment of Antamina Mine Company (AMC) at thetamina watershed. These
changes are playing an important role in the imbest of ARBC to achieve local

development.

Nowadays Peru is one of the richest mine countnidbe world, according with the U.S.

Geological Survey (USGS) Peru is the leading predot silver and the fourth producer of
copper. In the last decade the mine productiorein Ras increased significantly which has
increased the gross domestic income and has madeanomy one of the strongest in
Latin America. However, this economic growth is abways going hand in hand with local
development and is leaving big scars in landscap#phology and is changing the way of

living of hundreds of peasants’ communities.



In the last fifteen years Peru is experiencing @nbban mining. The mining GDP grew at an
annual rate of 7% between 1990 and 1999 and by [@&¥%een 2000 and 2006, a period
when it lead to export growth. Statistics show eord of participation in mining exports:

62% in 2006 (Zegarra, 2007:15). This "new miningteaded from traditional areas to new
high Andean regions, and includes projects agucaltvalleys adjacent to the coast.
During the 1990s, the number of hectares relatmghe activity mine tripled from 10

million in 1991 to 34 million by the end of 2000f these, only one third related to

concessions force (Glave and Kuramoto, 2002 in Zaga007:17).

Therefore, this steady increase of FDI may haviieniced natural resource access in the
communities most marginalized and abandoned byn#ti®nal state. | will address this
changes based on the analysis of Narratives amduises from the peasants and AMC

representatives. Therefore the main objective isfghoject is:

Discover the connections between FDI, Natural Resources Access

and Local Development

The main research question reflects the idea ti2it iE not certainly favorable or
unfavorable for local development, but needs teden according to the local conditions in
which it takes place and whether there has beehaage in relation with its natural
resource access. My inquiry objective is very gahemnd with the purpose of specify my

research, | have focused my project around threerdinate research questions

The first subordinate question is theoretical andsato find out how the relationship
between FDI, natural resources access and locala@@went is portrayed in literature. |
have chosen to have a subordinate question reldtbdtheory because it is important to
analyze this literature in order to place the regdeanto an appropriate theoretical
framework which could permit us to link specificsigs in between FDI and Political
Ecology approach which is a new branch in Human g@euhy. Hence, my first

subordinate question is:



* How are FDI, Natural Resources Access and Local Development related in
theory?

The two other research questions deal with the oapiinquiry. In this sense, | think is
important to outline the main effects in naturadaerce access in the local communities.

The second subordinate question is:

* What are the direct and indirect effects of FDI in Ayash River Basin

Communities?

In the literature on FDI and Political Ecology teare different points of view in relation
to the effectiveness of FDI and the origins of emwinental conflicts respectively.
Representation of FDI and origins of environmentdues form part of a complex
discourse of development. Within this discourseésifind stories on the relationship in
between FDI, development and resources access. SSaghs can be seen as narratives
from different actors who emphasize and defendr thein vision of reality in order to
suggest simplified solutions to complex problemede narratives can be understood in
different scales and can be used by MNCs as a nteanenvey and promote general
arguments on development. Yet, local communitie® &lave narratives of development
which may present a connection with more generatldpment discourses. Thus, my third

subordinate research question is:
« What local narratives exist in Ayash River Basin Communities about FDI,
Development, and Natural Resources Access and how can they be uncovered

through Discourse Analysis?

1.2. Structure of the Thesis

The thesis has altogether seven chapters. Hergel gibrief synopsis of the different

chapters following this one.



Chapter Two: Theory Framework

This chapter argues the theoretical ideas on whighresearch is based. It starts by the
describing of the main concepts | used for carrytbe research. These concepts are: FDI,
Resources Access within Political Ecology, Corpar&bcial Responsibility and Local
Conditions. | will also explain their importancer fimy project. The chapter presents how
discourse analysis has been studied in politicallogy approach focusing in the
relationship in between discourse analysis andatigess in natural resources access and

discourse analysis and narratives in development.

Chapter Three: Methodology

The chapter starts by making a distinction in betwguantitative methods and qualitative
methods and explaining its vantage whereby | chose&se it in my project. It then
continues with the main part of the chapter whisipl@&ns the manner in which the
empirical data in my project has been producethdh proceeds describing the challenge
and problems that | faced during fieldwork and dodes with the interpretation and

reliability of my information.

Chapter Four: The Case in Context

This project is based in an empirical research daklen in Ayash River Basin
Communities which are located in three districtsiaehis, San Marcos and San Pedro de
Chana which in turn form part of the province ofatuHowever, FDI did not arrive into
this small area as an isolated event, but rathex part of a wider process that changed
Peruvian economy during 1990s. In this chapterplar the case as a consequence of a
national and international process of FDI flowseiiiore it starts by describing the world
FDI movements, FDI in Latin America, the increasd-DI inflows in Peru, the relevance
of mining in Peruvian economy and finally it combhs describing the main physical and
social features of the study area.



Chapter Five: Results, presenting FDI effects.

This chapter presents the results that | found RBE. It draws a history of the main
events since the arrival of AMC into the area.hirt proceeds to analysis the direct and
indirect effect caused by the company in the dtehen describes the means used by AMC
for conducted those changes such a Corporate Sesgdonsibility Programs and finally it

explains the main changes in local resources access

Chapter Six: Discussion, Local Narratives aboutuNdtResources Access and

Development caused by FDI within Discourse Analysis

Knowledge is an important feature for describe g@gtion about development. This chapter
focuses on the way different actors uses their kedge for create development narratives
about ARBC. Then it describes two narratives: AM&rative about development and

Local narrative about development. The chapter thmteeds to evaluate the role of
Natural Resources Access in both narratives aradlyfiit concludes evaluating the role of

Decision makers both in AMC development narrativéacal development narrative.

Chapter Seven: General Conclusions

Base on my research questions, this chapter peeaesummary of the main discussions
and conclusions of my thesis. It also points oatl#ssons learned from the analysis and

other research issues that arise from the project.



Chapter Two

Theory Framework

2.1. Introduction

The theory is the abstract body by which the casearch is supported. This abstract body
also represents generalizations from which | neefihd the threads in order to make the
case study representative.

For this purpose, in this chapter I shall discigstheory in which | based my research for
understanding the changes in local developmentedaby the arrival of a Mult-national
Corporation (MNC) in a new area. Thus this chapt#rbe separated in two parts which
will describe my main theory basis and the relatiop among them. At the first one | will
describe the representations and definitions ofesoomcepts which underline my inquiry:
FDI, Resources Access (from the outlook of PolitiEgology) and Local conditions.
Finally, taking into account the post structuranfrework, the discussion will turn to the
definition and the importance of the analysis afcdurses and narratives within Natural
Resources Access in Political Ecology and Develogmior elucidating different

perceptions and outlooks from the study case.

2.2- Concepts used in the project

In this part | will describe the main concepts edidor carry out the investigation: FDI,
Resources Access within Political Ecology, Corpar&bcial Responsibility and Local

Conditions. Furthermore | will explain their impamnice for my project.

2.2.1. — Foreign Direct Investments

FDI is an investment of capital from an enterpnissident in an economy to another
economy. According to the International Monetarné&{§IMF) “FDI does not necessarily
imply total control of the enterprise, as only th@ percent ownership is required to

establish a direct investment relationship” (IMFpea of Foreigner Direct Investment



Trends and Statistics, 2003). MNCs are the ones uwerate in the host economies
through subsidiaries which have a level of autonamity its decisions in the local area,
and a level of responsibility with the headquartetich are located in the country of
origin.

FDI has been used more frequently in developmernicips since the Washington
Consensus asserted that FDI is essentially gooddeelopment and that, to extent that a
country attracts more FDI it will achieve rapid épment (Moran, et. al. 2005:2). Narula
and Lall add to this conventional wisdom descrilbgdMoran that, it assumes all MNC
activity offers similar spillovers and developmédrgnefits, thus it focus mainly on the
guantity of FDI rather than its quality (2004:450)jowever, it has found different
outcomes in countries which had increasingly adbpteo-liberal policies in their
economies. These results are related with incraaséBI that come along with augments
in trade which drives to high rates of increasehost economy GDP (Moran et al,
2005:13). Te Velde argue that FDI may have beeefi®al for development (for instance,
positive correlation among FDI and GDP, or produeetir wage), however its benefits vary
in relation to the policies of different countrieswhich they are carried out and they have

in general not been successful in reducing po@2@93).

Thus, FDI research has been moving from studying@nic growth specifically (focusing
on macroeconomic development, for instance, GD®/ipoto study the complex array of
effects in local economic and social processespktyect goals are geared to analyze the
social, economic and discursive elements of FDI.

In this sense, is important to indicate the debnitof FDI made by Jacobsen et al., 2005
who claim that FDI is a process fundamentally cosegofor three characteristics: the first
is economic capital, such a infrastructure and nmacis; the second is networks such a
supply connection with local firms; the third is dwledge, such as new technology
established by the Multinational Company which lfiynahould be transferred to the local

receivers.

Narula and Danning argue that there are four maatives for FDI: 1) seek natural

resources, motive that includes FDI into the mingegtor which is the subject of my



project; 2) seek new markets; 3) restructure eagstoreign production; and 4) seek new
strategic assets (2000). In turn, these can bamscribed in two categories: the first one is
asset-exploiting in which is found the first threetives to produce economic rent by using
existing assets; the fourth motive is placed in ¢beond category, asset-augmenting to
obtain new assets that defend or improve existasgta (Lall and Narula, 2004). Often it is
difficult far developing countries to attract thecend category of FDI, so they usually

attract the first category.

Developing economies around the world have differeathods or means by which they
could attract FDI from more development economiéry are aware about the benefits of
externalities and hence commonly use economic reesio move the foreign investor to
the optimal level of investment. According to Bleltcand Gertler there are three extensive
categories of “investment promotion” which is defihas expenditures generally related
with host efforts to attract FDI (2005). The ficsttegory of expenditures focuses on giving
information about customized investment proposalspotential investors; the second
category includes the manner through which the kasinomy is modernly equipped
(industrial parks, well-functioning infrastructusnd human resources reflected in skill
training labor); the last category entail foreigiwvestor demands to provide tax breaks and
direct subsidies at least alike to other host atestin the region (Blalock and Gertler,
2005). The arguments of Biglaiser and DeRouenfélgothe last category; they assert that
economic reform fosters FDI interest, among the$erms is found the following policies
for lure prospective investors: domestic and iraéomal capital liberalization, tax and

tariff reductions and privatization (2006:55).

For attracting Natural Resources Extraction FDEtreconomies do not strictly follow the
first two categories due to the location of theet#s other words, the mineral or the gas is
in one country and it will not go anywhere elsestibese countries have to expend very
low amounts of capital resources in the first catggand some sums of capital in the
second category; Nevertheless, Latin American patiekers have opted to give facilities
in the third category giving rise to tax breakspsdies, privatizations and capital

liberalizations to attract FDI to exploit theseaesces.



Created positive externalities which are definethesefits that are not appropriated by the
foreigner investor undertaking the project, nortlwy workers of the projects, but rather by
the suppliers of the project provided they are &blenlarge their activity further than that
directly accounted for by the project (Moran et2805:3). Yet, to reach these positives
externalities the host economy must present soma kapabilities and liberal policies,

since over time, FDI inflows increase where locapabilities are strengthened and new
capabilities are created (Lall and Narula, 2004)448 this sense following Lall and

Naruala again, is important to point out the imponce of absorptive capacity for

development, this is defined as the ability of lometors to capture knowledge that exists
elsewhere (2004:454). Lall and Narula also claiat thast developed countries would tend
to have mainly resources-seeking FDI because th€8tlb not need absorptive capacity
for the extraction of the natural resources. Inti@st, countries which need this absorptive
ability or already have high levels of FDI tendhave market- seeking FDI (2004:451).
However, although extracting resources do not ribesle kinds of capacities is important
to taking into account that they need to createnthad monitor them within communities

to achieve local development.

In this sense, is also argued by Flgysand thasserdial to take research on FDI further
than economic measures and focus in the relatiaapital, actors and knowledge (2005).
This is the main argument used in the umbrellagutojhe Spatial Embeddedness of
Foreign Direct Investmer{fThis project is carried out at the Dpartment ob@aphy of the
University of Bergenjor defining FDI.

It is asserted that these three elements withicdineept of FDI are interrelated each other.
Capital means the real economic value transferfedor refers to the individual or group
of persons that are directly or indirectly involvedthe capital transaction; akthowledge
refers to systems of meanings how they transieiwarks, which can be explored through
discourse analysis (Flgysand, 2005).

According with Flgysand the geographic study of FDaimed to shape how the capital-
actor-knowledge complex is embedded in spatiaksc@005).



In my study case (which | will describe in chapfear) there were few linkages among
local firms which could help taking in advantage tbe economic effects of natural
resource FDI. In other words, there were not a ncm@pany before AMC arrived to the
study area, hence technology transfer in this kihndesources extraction (mining) was and
still being very difficult to achieve.

Thus, in my research | will focus in the relatioatween FDI and knowledge, in other
words, the process whereby institutions (governjnand actors (AMC and ARBC) are
linked within the context of FDI. | will use discae analysis to find out how the different
narratives (from both parts) are creating new povetations. | am also interested in
demonstrating how Natural Resources Access isegklatith FDI. This relationship is
studied under Political Ecology approach.

As | mention before one of the methods of host eowoas to attract FDI into natural
resource exploitation is to provide legislation @efhbenefits MNCs through tax breaks and
subsidies. This is the link among FDI and natueslource access (under the outlook of
Political Ecology), because, indeed one of the tinas of Political Ecology is concerned in
the effects of policy makers’ decision in the iplay of the environment and the society.

In the next part | will explain how natural resoeit@ccess is linked to FDI in theory.

2.2.2. — Natural Resources Access within PoliticBicology

Humbolt asserted since his early writings that dunaity of fortunes” among white
colonials and indigenous communities could onlydsolved through equal access to both
civil employment and fertile land (Humbolt, 1811 iRobbins, 2004). Yet the
industrialization period led to the exploitation oétural resources without taking into
account the participation of local communities aadising environmental damage. When
researchers started to ask themselves if this ight path for equal welfare of population;

Political Ecology began to climb into the developmeesearch agenda.
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Thus, before explaining how Natural Resources Acceselated with FDI, | will describe
how Political Ecology has been adopting higher igoWithin the agenda of Human
Geography especially in development studies.

The term, Political Ecology was first used by that#opologist Eric Wolf in 1972
(Martinez-Alier, 2002:71) and then it was also ubgdther academics at the same decade
for stressing that “the environment” had becomégalia politicized object. However these
uses of the term were not accompanied by a séeofétical propositions for enquiring the
relationship of the political and the ecologicak{inann, 2005:32).

The geographers Piers Blaikie and Harold Brookfgdde in the 1980s a more significant
definition for Political Ecology; they explained #s the approaches which study the
changing associations between social (economidatigad) structures and the uses of the
environment taking into account not only class slvis, differences in income and power,
but also the gender division of property, labor &ndwledge (1987, in Martinez-Alier,
2002: 72). Furthermore they defined political egylaas an interdisciplinary field that
combined “the concern of ecology and a politicalrexmmy” (1987, in Neumann, 2005:33).
Bryant followed the work of Blaikie and Brookfiemhd described Political Ecology as a
new and important research agenda in what he callbild World studies. He
recommended three areas of inquiry within a ThirarM/Political Ecology framework: the
first one consists of the contextual sources ofirenmental change, particularly state
policies, interstate relations and global capitajithe second should study the political
consequences of environmental change, chieflyriequitable distribution of the cost of
degradation across socio-economic spaces; finh#ythird area centers on the land and
resources access rights, local struggles and dcalogansformations (1992:12). These
three research areas described by Bryant are ppedsand embedded in my project.
Political Ecology also studies the distributionesfvironmental conflicts and, so doing, it
has moved beyond local rural situations into thdewiworld (Martinez-Alier, 2002:73).
And the manner, in which these conflicts are awgrbargained and solved (Barton and
Flgysand, 2010).

Therefore, environmental problems were at the obreocial and political problems (and

not technical and managerial problems which wergethan taken-for-granted scientific

11



claims) caused by flaws in dominant approaches tiabring to corporate, state and
international authorities. Political Ecology is Wirg to demonstrate the undesirable
impacts of policies and markets conditions, maiingm the point of view of the local
people, marginal groups and vulnerable populatRwbpins, 2004; Neumann, 2005).

For the study and interpretation of the point @wiof local people it is vital to understand
the framework of discourse analysis and narrati@sen that my research is based in
gualitative methods (interviews and surveys) | wle this framework as a path to reach
my outcomes.

The next concept to be discussed is Corporate ISResponsibility which is of important

for understanding the process through which chamglesal conditions, are driven.

2.2.3. — Corporate Social Responsibility

In chapter six | will discuss the different narvas from the local inhabitants and from the
AMC. However, for a complete understanding of thoaeratives, is important to explain

the concept of Corporate Social Responsibility (E&R its role in social development.

In that sense | will begin locating CSR in the podl conception giving by Georg and

Palazzo. They refer to CSR as a post-positivistagh which started under the following
statement: “in pluralistic societies a common gbwoh question of right and wrong, or fair

and unfair can only be found through joint commatiie processes between different
actors” (2007:4).

CRS was born during the 1960’s in industrializedrddes with the purpose of redefining
the entrepreneur role in society as more thangbittining capital, to legitimize their work

and thus ensure long-term investments (Gil, 2083).2

Likewise, CSR became more visible during globaloratvhen the ability of nations-state

to regulate business activities was diminished bgliberal policies, and there emerged
new roles for MNCs. Within the global arena thesmpanies have the option of choosing
among various legal systems, applying economieraitto their choice of which set of

labor, social and environmental regulations undéiclv they will operate (Georg and

Palazzo. 2009: 12).

12



The CSR literature shows an increasing awarenesheofcommunicative character of

conflict resolution (ibid, 2009: 17). According wiHabermans, only under the conditions
of an “ideal speech situation” is it possible tdida@te reasons for calculated decisions and
choices of means to be discussed. These conditiohgle freedom in access, participation
with equal rights, truthfulness of the participamaisd absence of coercion (1993:56, in
Georg and Pallazo, 2009:20).

Thus, MNCs in resources seeking, which have expee conflicts with the local
populations, started to give a new outlook intartl&SR sections.

Furthermore, a Social Responsible Enterprise iategra concern for safety and working
conditions, dealing with suppliers and costumegesationships established with local
communities, the environmental impacts of operatiand business practice and marketing
(Sanborn, 2008:1). Likewise the concept of Stakadrsl is relevant in this context because
it represents a set of actors beyond the sharetsotdleowners, and whose interest must be
taken into account. Yet, in so doing, MNCs do fddemmas that are located around old
philanthropic schemes, and in the Peruvian cas&lwhill be discussed in Chapter five),
old models of paternalism and patron-client retei@Gil, 2009:254). Now | will discuss

the last concept, Local Conditions.

2.2.4. — Local Conditions

The importance of describing the concept of Locahditions comes from the fact that one
of the aims of the project is to evaluate if theadloconditions have been improved by the
entry of an external actor (AMC). The understandiighe term “local” depends on the
scale to which it is compared. Basically by “locabnditions” | refer to a set of
circumstances specific to the Ayash River Basin @omties (which will be explained in
detail in Chapter 4), and which interact with ps®s specific to the FDI. | will also
compare the improvement of ARBC local conditionthwan Marcos which is the capital
of the district. Over time in Peru (as in the bolkLatin-American countries) rural areas
have not been included in to the development pgpassmuch as urban areas. Therefore,

MNCs which are related with mine production in tuaseas find these environments
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devoid of basic local conditions which should haeen installed by the government. Thus
in the most of the cases (as in ARBC) it seemsttimtcompanies replace the presence of
the state improving these conditions. Infrastruet(oads, bridges, electricity sources,

water drain) education (especially primary and adeoy schools) and health care are not
fully provided for the state giving rise to thaetNMINC seek to fill these spaces.

Hence, | will focus on how the AMC has been chagdimese conditions and how these

changes have been affecting power relations amumgéasant community, the State and
the MNC. | so doing | will use the approach of distse analysis and narratives within

currently Political Ecology studies, concept thatill explain in the next section.

2.3. — Discourse Analysis and Narratives

This section consists of two parts. In the firsé anwvill explain how discourse analysis and
Narratives in Natural Resources Access within RalitEcology are connected and how
these connections have been understood in theorhel second part | will explain how
Discourse analysis and Narratives are related wWwithal Development and Political

Ecology.

2.3.1 — Discourse Analysis and Narratives in NatutdResources Access within Political

Ecology

Before starting to describe the concepts of DissesirAnalysis and Narratives, and their
connections with Natural Resources Access in Raliftcology, it is important to explain

the post structural background in which these cptscare based.

Associated with ideas of Michel Foucault, post dticalism focuses on the instability of
many categories we typically take for granted, exoimg truth and knowledge. For

understanding the character of society it is neggst take into account how certain
taken-granted-notions of the world are shaped diradiscourses and how certain social
systems and practices made them true (Robbins,@)0Moreover, Foucault claims that
people’s perceptions are largely societal prodacid not prescripted by their biological
make-up (Castree, 2005: 146).
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Castree argues that Discourse Analysis conceiveset®s as comprising multiple
discourse that are sometimes contradictory and sm@& complementary (2005: 134).

Said argue that discourses are formed by bodyxbthat together generate both a coherent
field of knowledge, as also the very reality ttegpear to describe (1978:94 in Neumann,
2005:93). Furthermore, Harvey claims that “discearsxpress human thought, fantasy and
desire. They are also institutionally based, maligrconstrained, experimentally grounded
manifestations of social and power relations”(198®in Neumann, 2005: 94).

A discourse is a structure formed by combinatiohsasratives, concepts and ideologies
(Barnes and Duncan, 1992:8, in Neumann 2005:94péayd close attention to the role of
language in building social reality as complex egsbf signification (Neumann, 2005:94).
In this sense, discourses are formed by a set mathaes which according to Roe have
among their most important characteristic that thalow the general definition of a
“story” which has a beginning, middle and end. Mw&r narratives usually come into
sight as a casual arguments based on “sequenesgmtf or positions in which something

happens or from which something follows” (1991; P88

In short, discourse and narratives show how the igwculturally constructed by knowledge
which could be stated as a consensus (for instamternational institutions and
governments). Yet they are not the same becausatimas can be considering as answers

of particular problems and at the same time theypart of a bigger discourse.

After describing how discourses and narratives ralated, | will explain how these

concepts are connected with Natural Resources Aauitisin Political Ecology.

Robbins states that some of the most important tagt®ns, especially those that
emphasize political control of the environment ambedded in stories of environmental
change and memories of past ecologies that petlkeep; “those narratives are usually
rooted in collective agreements and tacit consensashed within communities” (2004:

123).

Thus, it is common to find narratives supportedtihy government for legitimizing the

extraction of natural resources without taking iatwount the voice of local communities
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or even breaking their natural rights, for exampded rights, water rights or any natural
resources in which depends the livelihood of Igedple.

Political Ecology, therefore, proposes the emergasiccounter narratives that question the
reliability of taken-for-grant arguments about nes® access within environmental change
and local development.

As | mentioned before, narratives come from growpgch are in consensus, frequently
they came from the same “level” of knowledge. lhastwords, they can come from the
governments which work alongside with MNC which cha hegemonic narratives
characterized by the global-economic imperative @fteh promoted by, and in the interest
of, national elites (Flgysand et al. 2010:8); andlee other hand, counter narratives come
from different researchers (working in developmerganizations, universities and NGOs)
and community organizations, which argue that etitva of natural resources can be
accomplished in a different way. Hence, is impdrtanpoint out that local communities
also have their own narratives which usually arergmalized during the process of
exploration and exploitation of the natural resestcThese narratives may change during

time and space according with the normative ofMINC.

2.3.2. — Discourse Analysis and Narratives in Dexmdment within Political Ecology

The word “development” has been used with a pddiameaning within national, regional
and local policies. This concept is usually relatgth economic growth which is often
measured by the Gross National Product (GDP), bwadays it also includes the level of
poverty, famine, education and health. According Neumann, among different
connotations of development, it means transformamcompassing a new way of being
and thinking and leaving the old ways behind. Tthasmisformation process also contains
people who do not fit with the new, who along witle environment that sustain them, are
considered obstacles to achieving development (2805

In this sense, analyzing discourses and narratWwedevelopment is essential for every
study that tries to find out what are the basewkén-for-grant knowledge that drives the
most of the discussion in development research.reftue, | will start this section
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describing how this complex and challenged dismunsgs adopted by the former

development researchers.

Escobar argues that this discourse came into vielwt@ok definitive shape between 1945
and 1955 within the postwar transformation atmospha&ltering the focus of the relations
among rich and poor countries; broadly, developnvesd “the very perception of what
governments and societies were to do” (1988: 429).

Modernization theory gave the first general thaoabtiramework in which research and
development programs were carried out. Accordinghwhis theory “poor or less
advanced”, societies will only develop if they @ their “traditional” way of generating
assets by the more modern ones. Tucker charadeximeore radical view by claiming that
modernization theorists were concerned with undadihg the culture of other societies so
as to manipulate them and adjust them to the desnahdvhat he called the myth of
development (in Munck, 1999: 3).

Coming back to Escobar’s argument over developmiscburse; he argues that “global
poverty”, “underdevelopment” and “Third world” wer@roduced in the postwar
development discourse with the aim to using theseisnconcepts as means for the
application of modern technology and manageriactpra from the “First World” (in
Neumann, 2005:94). Hence, he seeks to understantatticulation established by capital
between natural and social system” in this sensdha argues that “nature” is transformed
into “environment” and also into “sustainable deyhent discourse” focused on the
outlook of urban-industrial system; thereby evengfthat is important for the carrying out
this system is part of the environment (1996:52l@umann, 2005:95).

On the other hand, Escobar development discoursééan critiqued by several authors,
for instance, Anthony Bebbington who states thaw&lopment” interventions go beyond a
merely action of cultural domination providing treformation of local power relations and
access to resources in a way that is beneficiainfanginalized groups (2000, in Neumann:
97). Bebbington’s critique takes shape in his wabout Quechua Population of the
Ecuadorian Andes (in which they were stimulatedt®sy entrance of a external actor that

supposed to bring development) that forges localbaningful engagement with modern
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institutions and practices. This peasant commutidynot only refuse to development but
also tried to obtain access to and control oveelbgment process (in Neumann, 2005:97).
Haarstad and Flgysand analyze a similar case irchwla Peruvian town called

Tambogrande rejects to the establishment of a nasitinal mine company which tried to
transform a rich and thriving agriculture envirommato a mine exploitation environment
which would have accompanied with pollution and rdes in local natural resources
access. They explained how Tambogrande extended dbmplaints from local scales

towards regional, national and even internationales (2007).

Neumann describes the role of discursive analysi®litical Ecology used in development
as twofold; politics of development must not beateel as a hegemonic discourse in a
fertile Political Ecology approach; and on the othand, attention to discursive structures
of development and environment have been and wemflain critical in analysis of the
rationale for and consequences of government aednitional interventions to alter local
land and resources access (2005: 102).

The studies of Fairhead and Leach show as welintpertance of development discourse
analysis in Political Ecology, specifically in theesearch about how institutions concerned
with environmental and development in Guinea gdedra “savannisation discourse”
caused by the destructive land uses traditionaltiges of the local inhabitants. They show
that this discourse became hegemonic for more ahaemtury, although their investigation
through the use of environmental history, ethnolgi@pnd aerial photography proved the
opposite process (1995: 1024-25).

Thus, discourse analysis in development is an &aseart of Political Ecology agenda. By
using of this tool | will identify the main develoent discourses of the MNC in its attempt
to alter the resources access of the local inhatisitand | also use discourses analysis for

exploring the development perception from the patasammunity’s point of view.
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Chapter Three
M ethodol ogy

3.1. — Introduction

Problem questions, objectives and methods are #se lior the research design. The
problem | deal with is the continuous misbalancevben mining industry gains and local
development and in which level this industry hasecéd the resources access to
households and how peasants understand this lgzkraliel development. In this sense the
evaluation of peasant’s perception could give regmeative information about the mine
behavior in relation with local development in itdfluence area. There are different
manners of retrieving perceptions which will beeseéd according to my scientific
background and its relevance to the case studghisnchapter | will describe the methods
that | used for explaining how the presence ofrtiee has affected the Resources Access
in ARBC and how I collect information for the ansily of the Narratives.

Prior to | describing the methodological procedcaeried out in this research, is important
to discuss some points about my comprehension ofdds. | understand Methods as the
path to follow to reach my objectives. This patmsists in the approach to represent
reality. According with Alvesson and Skoldberg thare three ways of reasoning behind
Methods: Inductive method is which starts from $adr cases and goes towards
generalizations and theories. Deductive methodssstieom theory and ended in specific
cases (in Holt-Jensen, 2007). In my inquiry | hatated from the theory and through

observation | ended into a case conclusion.

Unlike foreign researchers that have studied theée&nPeru is my homecountry, so | really
was looking forward to come back for fieldworkwas not the first time | visited Huaraz
which was my center of operation, but it was thstfiime | visited Santa Cruz de Pichiu
Peasant Community. Before travelling to Peru | Aaadnged many things; | thought about
what methods to use, | made the first contact pwihksible informants and with persons
that could help me to contact key informants for imyestigation, and | prepared possible

guestions for interviews and surveys. As alwaysflais between peasant’s communities,
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MNCs and the government in mine exploiting areasfegquent and they were not absent
during my fieldwork, so local riots hampered my émapl work. In this chapter | will
describe and explain my choice of methodology atmlagn how | carried out the process

of obtaining and interpreting information.

3.2. - Qualitative and Quantitative methods

In the most of the case in geography researchrégaired to choose how our data should
be analyzed. In other words, we need to choose gmusing a Qualitative method, a
Quantitative method or both. However, accordinghwity research question | have to
choose the most adequate manner of the analysatifative methods are all related with
the identification of frequency, extent or quantiya phenomenon, thus it try to find out
regularities, patterns and distinguish featuresfaf,instance, a population. This is often
accomplished through a sample which has been sdlesing a random procedure (Sayer,
1992 in Hay, 2000:39). The outcomes of using Qtethte Methods are measurable and
easily comparable with others outcomes and normé#lyanalysis required the use of
statistical analysis.

Qualitative Method, on the other hand, is relatedneaning rather than with statistical
measurement. Winchester points “qualitative resemrconcerned with elucidating human
environments and human experience within a vaoétgonceptual frameworks” (in Hay,
2000: 3-4). Thus, Qualitative Methods are useful $tudying social structures and
individual experience. Outcomes of qualitative eesh can be comparable with other
results even though not in the same objective gayuantitative outcomes. For instance by
comparing reasons whereby local conditions of sinpeasant communities are affected in
the same way in different spaces by FDI.

For my research | chose to use qualitative metbocralyzing my data, this is because |
am trying to find out how local conditions have baghanging with the entrance of an
external actor (in this case AMC) from the peraaptand individual experience of the
peasants. Therefore, as | discussed in the lasagraph, the best way for analyzing the
experience of single individuals and how it expréssr perception about their social and

environmental changes is through qualitative method
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Winchester also holds that there are three maiestypf qualitative research: the oral
(interview and survey based), the textual (creatd@umentary and landscape) and the
observational (in Hay, 2000: 7). In my investigaticused the former and the last one.

At the beginning of my research | also plannedde some quantitative methods with the
use of surveys for complementing my qualitativeadegsults, but during fieldwork |
realized that it would be very difficult to takecansiderable number of surveys by only one
person especially taking into account some drawdak long distance, strikes, status

confusions (I will explain all of them in the sewti3.6).

3.3. — Selection of the case study

My research question aims to clarify the connecbetween FDI, Natural resources and
Local Development. Currently in Peru, mining reprégs the largest investments in the
country and the main export sector (Glave y Kuram@&002). The mining projected
investment (mostly FDI) on 2011 in exploration, aation and expansions will arise to $
14.000 million (MINEM, 2010).

Hence, from different cases of mining productiochbose the case of AMC and Ayash
River Basin Communities because of the followingefreasons: First, this MNC is the
largest mining company in Peru and therefore itlddoe assumed that this peasant
community has experienced many changes in soaélirad and human capital. Second,
AMC has been established enough time for thesegasato be analyzed. Third, despite its
significant contribution with regard to social resgibility, there have been plenty of social
conflicts related to natural resource access, enmental pollution and infrastructure
implementation. Fourth, while may have chosen #yatal district San Marcos in which |
conducted some of my interviews, | chose ARBC bsedthney are closer to the direct
influence area of the mine and for being one ofrtfest affected communities in access to
resources. And fifth, generally in the cases of MN&ncerned with mining, the most
affected are often unable to carry their voicesaiplain through others scales, in this
sense | chose to study and learn from the powegleds/oiceless peasants that can hardly

do anything against an enormous MNC.
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Due all these reasons and characteristics | retjggctase stimulant and representative for

my research approach.

3.4. - Data collection and data production

Data collections and data production are the twoxgsses through which | obtained the
information. The former refers to the first stepwhich the information is found (as raw
material) in surveys and also the use of seconslamyces; the last one refers to the result
of the interaction among the researcher and tlegnmdnts in interviews and also surveys; |
have to be aware about the second process bedamsgy ibe affected by my academic
backgrounds and biases (more details in the nesestion).

The data was retrieved in four places: Lima, Huag&an Marcos and ARBC. | arrived to
Peru in the beginning of June 2009. | started cbiflg data in Lima where | went to some
NGOs which had been working in the topics relatath vny inquiry. | visited NGO
CEPES (Peruvian Social studies center) and Coaperac

In the middle of June | travelled to Huaraz in whicestablished my operation center
because thanks to a college from the master proguld find there a place for work at
The Mountain Institute (TMI) with Internet; | aldound it important to stay in Huaraz
because one of the offices of AMC (where | met nngt fcontact inside this MNC), the
office of another NGO were located there and aedtadtitutions called Servicio Nacional
de Sanidad Agraria (SENASA) -National Agrarian Heabervice- that had conducted
studies on water and land pollution have their oegi office there. | travelled to San
Marcos (Capital of the district of San Marcos whieith the FDI of AMC has become it in
the richest district in Peru) on th& &f July; it was a three hours trip by a non-paveime
road. | visited the AMC Community Relations offize which | conducted my first
interview. When | arrived to San Marcos | realizbdt obtain transportation to go the
peasant communities will not be easy, but | seard¢beit. | arrived to Ayash Pichiu which
is one of the town of ARBC in the middle of Julyedto a riot had broken the roads
connections. There were not hostels in this sroalht but thanks to a contact | could stay
at a small medical center which gives attentionltdhe peasants of the community. There

were space but | could not stay there for more #evwen days in a row, therefore | had to
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come back to Huaraz. Fortunately the second timent to Ayash Pichiu they let me stay
for two weeks. Not counting the trips | took betwddéuaraz and ARBC, in total | stayed
seven days in San Marcos arranging interviews with community’s leaders, making
informal interviews with people of the town andentiewing AMC Community Relation

representatives and making observation; and 21 @ap&KRBC walking through trails that
connected the eight towns (some of them were am waiking) in which | conducted a

survey of 50 peasants and interviewed communitydess and also making observations.

3.4.1. — Observation and Status

According with the Oxford English Dictionary obsatdns means “accurate watching and
noting of phenomena as they occur” (in Kearns, 20B9. In a social relation the
researcher cannot divide her or himself from thHgestt of the research (Winchester, 2000).
In observation this is particularly central becatise researcher as an observed has an
active role (Kearns, 2000:104). In this sense, Kealso claims that all observation is
ultimately participant because the mere presencehef investigator will potentially
influence the information retrieved (lbid.). Yetimportant to take into account that the
level of influences will depend on how the peopléoware observed categorize the
researcher. Thus, the status | have in the inforsiaperception could affect the
information | gather.

The status of any individual is a mix of numerotases; it is a list of rights and duties
which present his or her position with relationthe total society (Aase, 2007; Linton,
1936).

Thus, my status during fieldwork was changing camigy according with the situation |
was in. In front of the representatives of the MNBad the status of a Peruvian Master
Geography student in Norway, but | was not seemrasutsider because the persons |
interviewed live in Lima (they work from Monday fthursday afterward they travel to
Lima for spend the weekend) and even some of thadiesl at my old university. On the
other hand, in front of the peasants | had more thee status; at the beginning | always
positioned as a University Master Student doingaesh, however, in more than once they

thought | was working for the mine which caused soskepticism (which also caused
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some problems that | will explain with more detaih further section); when | explained to
the peasants | was studying abroad some of thene méidk about my studies and similar
aid coming from international agencies. After ngtithis idea they positioned me as a
helper against AMC. Nevertheless, | only suggest thy investigation could be read it by
external agencies or specialists, but stressedtiiegt will not receive any aid from an
international NGO.

Hence, | noticed | had in general the status ofvelsity Master student which sometimes
was misunderstood by the peasants, but there \gasexal aspect in the peasant’s opinion
about me: despite | was Peruvian, | was not botthenstudy area, | was wearing different
clothes, | spoke with a different accent, in othexsrds they not considered me as an
insider. Dowling states that an insider is simtlatheir informants in many aspects, while
an outsider differs considerably from their inforitea(in Hay 2000: 32). However, he also
argues that the researcher is never simply eith@ugsider or an insider since we are made
of a mixing of racial, socio-economic, gender atithie characteristic which is reflected in
multiple social qualities and roles, as are ouprimfants. So there are similarities and
dissimilarities among ourselves and the informdiit®l:33). In my effort in trying to be
considered as close as possible as an insidexdl i emulate their accent and | used some
Quechua (Indigenous native language) words, tlsis helped the fact that | knew about
some Andean traditions.

3.4.2. — Surveys

Surveys are considered an important manner toatali@rmation in qualitative research;
they entail a more standardized interaction withuenber of people (Winchester, in Hay
2000: 7). Surveys are guided by a questionnairechwhre more closely structured and
ordered than interviews.

As | mentioned before | had planned to carry outesys as a quantitative element for
strengthen my qualitative data (usually qualitativeethods are used for strengthen
guantitative methods, but for answer my researcastipn | preferred to give more

importance to my qualitative data). Neverthelessas difficult to collect enough surveys
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for a measurable sample. So | used surveys as @ipte®e statistic and used them in
graphics that show different responses.

| conducted surveys in nine of the ten communitigéch belong to River Ayash Basin
Communities, they are: Ayash Huaripampa, Ayash iRjcWistoso, Puca Puca, Centro
Pichit, Cambio 90, Huancayoc, Whishllac and Cactsapgdowever | considered Ayash
Huaripampa and Ayash Pichiu; and Cambio 90 and rGeRichiu as one community
because they are very close to each other. Thenolg table shows the distribution of the

surveys.

Figure 1. Distribution survey among the communities

Vistoso 9 18
Ayash Huaripampa - Ayash Pichiu 9 18
Puca Puca 3 6
Centro Pichiu - Cambio 90 12 24
Huancayoc 9 18
Huisllag 6 12
Cachapata 2 4

The surveys consisted of 31 questions which aiméthtre out in which way Resources
Access (especially land and water) have changed e establishment of the mine (see
appendix). Yet if the participants started to egténone or more of their answers | did not
stop them and | wrote all their answer as “obséwmat at the same survey. This
“observations” allowed me to have more informatiand transform in somehow my
surveys in small interviews. The average time ichesurvey was of 20 minutes but some
of them extended until one hour because of thedewbut useful and important) responses.
These responses help me also to construct the édaaative which | will explain in the
results chapter.

| began the survey process by being introduced,esoms by the president of the
community, and other times by the resident doctat aurses of the community. | found
this introduction very important because it wousvé not been very beneficial for the data
collection to be introduced by AMC community retettiofficial because the peasants might

have thought that | was working for the mine. Iatteense | avoided any connection with
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the mine inside the community, for instance | alsvagfused to be transported in AMC
cars.

The surveys were realized in the informant contaxtthe daily activity of the peasants
such a working in the “Plan piloth”washing clothes at the river, taking the anintals
grassland or working the land. Despite | never dske names of the informants more than
the half of them gave me their full name, | thihkstis because according to the peasants
there is a poor working relationship among the naind the communities and this made it
very difficult that the MNC take reprisals agaittstm, therefore they were not afraid to tell

me their names.

3.4.3. — Interviews

Dunn states that “An interview is a gathering datethod on which there is a spoken
exchange of information” (in Hay, 2000:51). Theme #éhree main sorts of interviews:
structured interviews which follow a predeterminédt of questions; unstructured
interviews in which the conversation is addressgdhe informant rather than a set of
guestions; and in the middle of these two is sémitured interviews in which there is
certain predetermined order but still have flexipiin the way issues are addressed by the
participant (ibid, 2000: 52). | found the last overy useful for my research since | did
want to prepare a set of questions using an iervjuide, but | did not want to
circumscribe the informants to those questionss tinformants feel more comfortable to

share their perceptions.

In total | did eight interviews, four of them arensidered as key informants, and the other
four were more informal. Among my key informante déine two presidents of the peasant
communities (Huaripampa and Santa Cruz de Pihiggagrapher that is currently working
in Fondo Minero (Fund created by AMC for carry algvelopment projects at the
influential area), but has worked at Community Retes Office (CRO) of AMC during
two years; and the head of the CRO office of AM@ldo interviewed a forester which is

working at the environmental department of theraisimunicipality, a representative of

! “plan Piloto” will be explained in Chapter 5
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NGO Urpichallay, a former representative of TMI wivorked in a development project in
ARBC on 2006, and peasant who has a small sto@ziro Pichiu. The interviews aimed
to uncover the narratives of peasants and reprasesd of AMC, whose characteristics

will be discussed at the results and discussiopteins.

| could not make direct contact with my informafrtsam Norway, | knew that | needed to
interview the presidents of the peasant communitigd did not know who they were. My
first contact to them was in San Marcos in wheobthin their mobile number, and then it
was less difficult to arrange a meeting. Interviewese located in different parts (Huaraz,
San Marcos, Ayash and Pichil) they were conductaiffices, stores and leaders” houses,
except one made (with the president of Santa Ceasd&#ht Community) outdoors. The
places were chosen by the informants which madehiné& they felt more relaxed and
comfortable to answer my questions. | made app@ntmwith all the participants, in the
case of the AMC managers | had to ask for theietone week in advance because they
were always busy. The only exception was the imgrwith the peasant (I just entered to
her store, bought something and asked her if shdiim@ for being interviewed). In every
encounter | presented myself and the topic of nseaech and before starting to ask
guestions. During the interview | tried to gainithteust by using a vocabulary and accents
that make me familiar to them (this strategy wasduwith the president of the peasant
communities and also was used in the surveys)l Intarviews | used a voice recorder; of
course | asked the informants if it there was angomvenient in being recorded. |
considered it important to not leave the recordachme in front of them so afterward
asking their permission | put the machine in mykacin that way it was likely they forget
about the machine and felt calmer. | also took :i0i&ing the interviews which helped me
to recognize when they point to some place (fotaimse a construction or a mountain) or
show me a map. The interviews had duration in betw@ minutes and one hour, they

were all conducted in Spanish.

3.5 — Secondary sources
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The surveys and interviews are the core of infolwnatfor answering my research
guestions. Yet, secondary sources have also beemmportant factor for collecting
information and answer those questions. Beforagyto fieldwork | gathered information
through NGO web pages that have been working viitliiag topics (Cooperaccion). | also
collected information from the web page of AM@ww.antamina.comfrom which | could

download its complete Environmental Impact Assesgnmreport. In Peru | gathered
literature about Corporate Social Responsibilityedd updates books about studies about
the mine. | have also supplemented interviews imspapers articles and articles published
on the web which specifically refers to the casalsb used a video filmed by a journalist
from Huaraz in which is possible to see a marchnsgdhe mine; this video was given by
one of the few peasants that obtained a job atntivee. | found useful information
published by INEI (Instituto Nacional de Estadiatie Informéatica, the National Institute
for information and statistics of Peru) and finallghecked the laws established in the
National Constitution regarding the interaction agdVultinational mine company and
peasants communities.

3.6. — Challenges and problems during fieldwork

The fieldwork was a very interesting and fruitfdperience; however there were some
drawbacks and challenges.

One of the main problems was the transportatiomudmsee there was just one car that went
from San Marcos to Centro Pichiu; it was the comityuous which after three and a half

hours of trip in an unpaved road it arrived to ttmemmunity. Another problem was the

short time | could stay at the place due that tivess not any hostel at the place, as |
mentioned before | stayed at the local health cethenks to the kindness of the doctors
and nurses, but | could not stay too much time beeaf the lack of space, in total | stayed
21 days in Centro Pichiu. There were some probleauased by riots, for instance there was
a national agrarian strike which made the peaddotk all the roads with rocks and woods

which made it impossible to go to the study arealwlays presented myself as a master
research student before every survey and interdiewever, at the beginning the peasants

were very skeptical about my questions becauses! e the first researcher that made
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such kind of questions, indeed there were otheivithgbls posing as researchers, but
actually working for the AMC, this made the peasargry incredulous and even violent,
nevertheless after | show them a letter which shibthat my data collection was strictly
for academic purposes and that it had been regiediand stamped by the president of the
community they became more inclined to answer mgstijans. These problems showed
that despite the conflicts in this area among tleaspnt community and AMC had

decreased in the last years, they have not conmptlisappeared.

Another challenge was the language, because althbageak Spanish in the study area
there was a big number of peasants that only sQuiezhua, especially women because. In
Andean rural areas women are marginalized and hotved to go to school and, in
consequence, a considerable percent of them dspeatk Spanish. My inquiry required
that | asked questions to men and women old entugtmember how was the area before
AMC started its operations (According with AMC walmges it started the mine
construction in 1998), consequently the number ef surveyed is bigger than the number
of women. The disadvantage of not speaking Quedisa affected my observation
process, for example when | was traveling from $&arcos to Centro Pichiu in the
community bus | was surrounding by peasants (ki adults) which were speaking in
Quechua, and | could not understand what they waggng, | only saw some of their

gestures, | felt as a foreigner in my own country.

Despite that | have some contacts in the AMC (thatade before going to fieldwork)

which supposed to make easier the interviews wiROCGepresentatives of AMC, the lack
of time of the informants reduced the quality oé tinterviews. The process to find the
president of the community was also challengingabse the mobile telephone signal was

not always at the study area, thereby was diffi@ftnd him.
During fieldwork | had the intentions to go insittee mine camp, however it was very

difficult due the lack of time and money (The prdeee to follow for enter to the mine was

long because of the availability of the workers; 8Mequires the purchase of accident
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insurance to any visitor which was quite expendaking in account that my visit was

going to be only for one or two days).

3.7. — Interpretation of data: The importance of Naratives and discourse

After describing and discussing the manner in withinformation has been collected and
produced during my fieldwork, | will now describerse issues related to the procedure of

interpreting the information.

As | mention before, | started this investigatioithathe purpose of analyzing the main
changes in water management caused by AMC in thBARHowever | did not find
significant changes at that level, but | noticedrdaresting issue in the point of view of the
peasant when they referred to the mine. | couldrgnét this point of view as a way of
complaint of mismanagement made by the mine wipeet to resources access. Thereby,
| took into account concepts such as narrativesdiscburses, which before fieldwork, |
had not thought through the relevance for my ptojec

For this purpose is important to raise methodolagimplications; how can narratives be
recognized from the information acquired in intews and surveys? How can they be
differentiated from each other?

Recalling the theory chapter, | mentioned that atares are discussed as stories (with a
beginning, middle and end) therefore it was difti¢ca recognize such a structure and my
surveys and interviews because most of them wessimg one part of it. On the other hand
| had the work of recognizing the narratives ofoest which are essential for political
ecology discourses. In so doing | began transwilall my interviews and surveys to a
document easily readable and tried to find thedlifde completing the structures actors’

narratives.

3.8. — Reliability
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Generally it is not easy to express reliabilitygunalitative studies due to the assumption
that quantitative methods are more precise andistens. Yet, as is discussed in the
beginning of the chapter, choosing the method witich to work depends on the objective
of the investigations and type of research questidhus, for this case | decided to work
with qualitative methods. However, even using datiie methods the reliability of the

study will also depend on the manner in which itswanducted. In this sense | can

identified some points from which the reliabilitf/tbis inquiry could be criticized.

Firstly, the geographical location of surveys wassampled, in other words, | did not take
into account the populations of each communityréalizing the surveys. Yet, | think the
amount of surveys was enough for obtaining a regmtesive outcome using qualitative
methods. Another possible weakness of my fieldwsitke low number of semi-structured
interviews. Yet, they were very fruitful with respi¢o knowing the perception of both parts
(ARBC and AMC) about resources access and chamgeselihoods. Thirdly, in Political

Ecology and in general development studies is takinaccount important characteristics
(for instance, gender and ethnicity) about the ciff@g the fact that the 64% of my
informants in the surveys, and five of eight in thierviews were men could be interpreted
by the feminist critiques that the data productiormy have male biases. In small
communities of the Andes the equal of gender isafany from Europe, therefore all
relevant positions such as president of the comiyware occupied by men. Fortunately

this is changing in new generations.
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Chapter Four

The Casein Context

4 .1. Introduction

The target of this chapter is to describe the cdntewhich | place my investigation. | will
first discuss FDI in the international context, ¢cbuon the Latin American and Peruvian
contexts, and finally more toward local context.tiis chapter | will explain how FDI
travels through this scale using political decisi@rhich is within political ecology research

agenda, and | will also describe my study area.

4.2. World FDI Movements

Showing how FDI flows have developed and increasdadng the last two decades and
how it has been taking place especially in develgpeconomies is relevant for
understanding the breakdown of international besrregarding globalized economies in
new and smaller markets.

In this senses World Bank figures point out thawB towards developing countries
elevated from US$ 11 billion in the 1980s to mdrart US$75 billion in 1993, to over
US$100 billion in 1994 and to US$240 billion in Wween 1995 and 2000 (Flgysand et al.
2005: 35).

These numbers are unquestionably representing aiffgyence in the last decade in
developing countries; however, they only receivenaall fraction comparing with the
whole FDI flow in the world. According to United Nans Conference on Trade and
Development (UNCTAD) in 2000 developing countrieseived 8.2% of the entire FDI
flow while it had 80.5% of the world population ib 2005: 36). This disparity also
extends within developing countries; Asia tops 6§tFDI flow addressed to developing
world with 86.1%, followed by South and Central Amna with 13.4% while Africa
(having the 13% of world’s inhabitants) only re@=\0.4% in 2002 (ibid. 2005:37).
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In the next section | will focus on how FDI has beroving in Latin America and | will

explain some of the main reasons why these chayggesred during the 1990’s.

4.3. FDI in Latin America

Latin America, its markets and its governmentsrarea uniform arena; therefore FDI has
been adopted in complex and different ways througepaces and times. Some dictatorial
military governments fought against foreign capgapansion in Latin America due to
nationalist sentiments, U.S. MNCs were between §28@ 1970s expropriated and turned
into state enterprise (for instance, the Peruvialitany government of Juan Velasco
Alvarado expropriated in 1968 one of the oldesngiailfield La Brea y Parifias first
discovered in 1869 and belonging in that time ternmational Petroleum Company from
U.S.). Added to nationalizations, Latin Americanuotsies also implemented Import-
Substitutions Industrializations (ISI) policies ioging high cost of foreign industrial goods
in order to foster the emergence of a domestic stih base. This had a successful
beginning, however on the 1970s the incompetenagoofestic industries (addressed by
ISI policies) forced the consumers to buy overgtigeods (Biglaiser and DeRouen, 2006:
54). Therefore market distortions and ISI led @dé& and payment deficits and capital
scarcity in the 1970s (ibid, 2006:54).

The capital shortfall led the states to borrow higdwom international financial institutions
and commercial banks, eventually this will causghhinflation and debt crisis during the
1980’s (ibid, 2006:54). In consequence, most ofrLAimerican countries left nationalist
ISI policies and tried to raise capital throughesaV sources including FDI (ibid, 2006:55).

Hence, an increased openness to FDI was implemémtBdazil, Argentina, Mexico and
Chile during the 1980s; chiefly in a market seekiategory due these countries represent
larger markets (Te Velde, 2003). Other countriashsas those that are part of the Andean
Community of Nations (Bolivia, Colombia, Ecuadoreré® and Venezuela), underwent
economic reforms in the 1990s. The implementatibnthese reforms resulted in a
significant increase in the course of this decéden the annual average of US$18 billions
during 1990-1994 to a raise of US$104 billions @99 (Cepal in Paus, 2004: 434).

33



This reflects the huge changes that FDI represantégtin American economies. In the

next section | will present how FDI affected Peamwveconomy emphasizing mine industry.

4. 4. The increase of FDI inflows in Peru

In the 1980s Peruvian state was characterized pgrimflation, high governments deficit

and economic turmoil. In 1990 the first governmeinflberto Fujimori had as main aim to

create an economic and political environment thlaived privately owned businesses to
emerge and expand. In that sense, the new corwstitoft 1993 strongly encouraged private
initiatives which promptly took over control of foerly productive fields that were

handled by the state and other local entities.

Hence, thanks to these political reforms to attFizk inflows, Peru became by 1996 one of
the top ten recipients of FDI among developing ¢oes. In 1998 FDI flows to Peru were

the sixth largest in Latin America (UNCTAD, Invesint review of Peru, 2000). From the
annual average of US$30 million in 1980s, FDI rasaround US$2 billion per annum in

the second half of the 1990s (ibid:3). Privatizativas one of these reforms, during the
1990s encompassing the 35% of FDI inflows during fteriod (ibid). The analysis by

sector shows that whereas in the early decadesiBer&DI inflows were composed by

mining, trade and manufacturing, during the 199sise sector was the dominant sector,
attracting investment from 29 countries (ibid:6pwiever, the mining sector benefited the
most, receiving 43% of the total FDI inflow duritige early 1990s (ibid.) and remained
one of the fastest-growing sector in FDI. Peruviaming industry received US$ 8.8

millions in FDI inflow in 1993 and in 1999 this aonat rose to US$ 284.7 millions (Te

Velde, 2003: 54). In the UNCTAD report it is memen that mining is expected to

maintain its dominance in Peruvian FDI profile doethe development of mine projects
that were in exploration, construction or in thigist phase of exploitation; including the

AMC in Huaraz province. In the next section | wikscribe and explain the importance of
mining industry in Peruvian economy and the rolehaf Peruvian state in the growth of

this industry.
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4.5. — The importance of mine industry in PeruviarEconomy

Mining has been always significant for Peruvianrexouy, the exploitations of silver and
gold mines were the base of the Colonial Spanisim@uny. At the end of XIX century,
Cerro de Pasco Copper Corporation (CPCC) was tke riiultinational mine company
established in Peru. Then in the 1950s, a new gpiocade facilitated the establishment of
other companies such as Southern Cooper Corpor@8@C) and the development of
projects in Toquepala and Marcona with US capiidring the 1970s the military
government of Juan Velasco Alvarado nationalizedimber of companies giving birth of
the great national mining which initially focused social demands, augmenting services,
wages and employment, which in turn led to risingdpiction cost that eventually led the
state into a debt situation (Damonte, 2007:5). ®iisation changed in the 1990s with
economic stabilization process carried out by ttagesthrough the attraction of foreign

capital to increase tax collections (Legislativecide 662, 1991).

In this way, began a privatization process whichluded 22 properties causing the
decrease of state control in mining production ffe@%6 in 1990 to 15% in 1997 and to
1.5% in July of 1998 (Pasco-Font, 2000: 10). Theeef FDI in mining enormously rose
from around US$400 million in 1990 to roughly US$0million in 1995 and to US$1700
million in 2002 (Cuanto, 2003 in Damonte, 2007: .1R)oreover, foreign exchange
generated by the mining has increased significaiulyng the last decade; this may be due
to large companies started their production duting period, for instance AMC started in

2001. This increase is portrayed in the followirgufe.
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Figure 2.

Mining Exports to Peru 2002-2009 (Derivieon http://www.minem.gob.pe
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Mining exports had a dominant position within tb&al Peruvian exports, reaching 61.8%

of them

in 2006, and was never below of 50% durthg period of 2002-2009

(http://www.minem.gob.pe Yet is possible to notice a decrease from 2003009 due the

global financial crisis.

This increase in mining exports brought along ardased of internal taxation which are

illustrated in the following figure.

Figure 3. Mining Internal Taxation 2001-2006)(Deav from Vigilia Ciudadana in
Damonte, 2007: 18)
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As in the total of Peruvian exports, the interrsadation generated by the mine production

has been increasing in relation of the Total Pamuviaxation; this is illustrated in the

following figure.
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Figure 4. Mining Participation (Derived from Viigi Ciudadana in Damonte, 2007: 18)
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These figures suggest the importance of the minntystry in the Peruvian export
economy, and also in national taxation which idstetuted by the Mining Royalties or
“Mining Canon” law (stipulated in article 77 of thgational Constitution). In Peru the
Mining Royalty consists of the 50% of funds raidsdthe state for the concept of “income
tax”, Impuesto a la Rentan Spanish; it is given out in the following mann&0% to the
district where is located the mine operation, 2%/he province, 40% to the department
and 25% to the regional governnteritet the fee collection starts after the compaag h
recovered its initial investment. In addition ikés about eighteen months between the time
when the company makes its first payment to theioNat Superintendence of Tax
Administration (SUNAT its acronyms in Spanish) amtlen the fee is transferred to the
corresponding location (Glave and Kuramoto, 2000)1In this sense, the Mining Royalty
is not an instrument of compensation, but ratheregahanism for redistribution of income
generated by the exploitation of natural resou(ited, 2007: 170).

Considering that the Mining Royalty is based on tlacept that natural resources are
property of the nation and therefore its use shbelgefit all Peruvians, | will mention one
of the main land tenure reforms that accompaniedptiivatizations. AMC used in some
way or another these reforms in areas where thene \groblems concern with land

expropriation. The Peruvian new land law or “serté law” argued that the peasant

2 The political division in Peru consists in Depaetrts, Province and District (in size order), howeare2002
in attempt to implement a decentralization plae, state legally labeled all the departments indgdCallao
and excluding Lima) as a regions which eventuaill/lve merged between them.
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communities could sell their formerly inalienabéadls. Moreover, if both parts (legal land
owner, usually peasant communities; and the MNQ phatends to extract the Natural
resources underneath those lands) do not reaclyraeraent; the state has the right to
expropriate the land and pay an established cormiengDamonte, 2008: 151). However
in 2003 this land law underwent a modification whamphasized negotiations without to
reach state expropriation that enhances socialicenénvironments (Damonte, 2007: 10).
Before 2003 the servitude law was barely use, & waool of threat through which AMC
managed to accelerate sales of community lands 2G@9). In this context, multinational
mining companies that arrived in Peru in the lagb tdecades have been important
contributors to the Peruvian economy, however, theye provided few jobs related with
the high expectative created by huge projects thlese. Adding to this there is a large
amount of conflicts which are generated by envirental disruption, corruption in national
authorities, and complains about the uneven digioh of the gains in the areas that are

directly affected by mine operations, and contigupoverty.

Narrowing down my project | will describe in thelléwing sections both AMC and my
study area Ayash River Basin Communities; and hwoewr tmain features interplay in my

study case.

4.5. — Antamina Mine Company

| shall begin describing AMC because it is largejg@et which involves many areas, from
the highland where the production mine is locatethe coast where the harbour whereby

the copper and other minerals are dispensed terdift parts of world is found.

AMC is an MNC that produces copper, zinc and moérhdn concentrates and sub
products of silver and lead. The mine is locatethi district of San Marcos, province of
Huari, and in the Ancash region about 200 km fronatdz city (the biggest city near to the
area; and the economic and politic capital of #gian); and about 430 Km from Lima.

The mine area has an average altitude of 4,300rsnateove the sea level and in the
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Cochucos valley and in between tow mountain chdiba: cordillera Blanca” and “la
cordillera Huayhuash”.

AMC is considered the mayor investment in Peruwianing history with roughly US$2.3
billions; the biggest mine in Peru and; one of tifre biggest mines around the world with
regard to productions levels (www.antamina.com).

After some changes of ownership in the sharesiarghme corporate mergers, since 2008
the consortium has been formed by the Anglo-AusinaBHP Billinton with the 33.75% of
the shares; Xtrata of Switzerland with 33.75; Caarad eck-Cominco Limited with 22.5%
and Mitsubishi Corporation of Japan with 10% (G009:71).

| think is important to explain with some detailethmagnitude of the project for
understanding its influence in the whole area inctvis located. The infrastructure of the
mine basically consists of the open pit area (inctvithe Antamina lagoon that was dried
for the purpose for extract minerals underneathwhter was located), the concentrator,
clearing dumpers, the tailing deposit, the frestewdam and the mine camp (where 3815
employees who work in different areas of the mireelizing). The installations are located
in the headwaters of two rivers systems: Ayash Ravel Carash River. The tailing deposit
is vital for my project because is located at theagh River basin at 4120 above the sea
level, it can store 570 Mt of tailing (Golder, 2007

The infrastructure outside the mine consists ofpipeline which is a reinforced tube that
runs underground and is monitored along its 302okmnajectory in which it transports the
concentrate from the production area to the poccotding to AMC this produces less
environmental and social impacts than highway partation; the port which is located
one Km west of Huarmey, a town 140 Km south of Gjote and 300 Km of Lima, it is a
relative big port that includes storage tanks toenee the concentrate from the pipeline,
storage building for concentrates more than 1601608, water treatment plant to recover
the water used at the pipelines and reused itrmifey projects, a 271 meter long dock with

a transport conveyer belivw.antamina.com
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And finally the housing complex “El Pinar” locatedHuaraz for families of the Antamina
stuff, in this complex the Antamina office wherednducted some of my interviews is
located and | did get the impression of being iother city. In the next figure is showed
the location of the mine.

Fig 5. AMC Location (From Stantec, 2004)
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4.5.1. — A brief history of AMC

Antamina’s name comes from the Quechua varth which means copper and the Spanish
word mina which means mine (Yernberg 2001:327 in Gil, 208%:Already in the mid-
sixteenth century this area is indicated as a @iea with the two small projects: Taco and
Rosa as the lItalian naturalist and explorer AntdR@mondi quote in his workel Pera
(Gil, 2009:61). During the 1950’s the CPCC has essons and explored the area, but
political instability postponed the project. In th870’s these tenders expired, therefore,
reverted to the state (ibid:61). In 19K8nero Peruand a Rumanian compar@eomin
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reactived the project, yet due to financial prolddtrclosed in 1981, consequently reverted
again toMinera del Centro del Per(CENTROMIN) which belonged to the state, lack of
commercial development prompted the governmensdae a tender in 1996 which was
acquired by the consortium of to two Canadian @mises: Rio Algom Limited and

INMET Mining corporation (ibid: 61, 70). After somehanges ownership, by 2008 the

enterprise shares were distributed among the atmwgomed companies.

The AMC project has five phases: Design, constoactoperation, close and post close of
the mine. Gil considers three phases prior to desigge: Exploration, land acquisition and
relocation, he regards these phases very impottardgvoid conflicts (ibid: 75). Yet,
conflicts were not absent during the phases meadiohy Gil, especially the land
acquisition and relocation of the landless pease@rie carried out in an inappropriate
manner causing conflicts.

Gil argues other important point; the presencenwdls Contonga mine (which was owned
by Sociedad Minera Gran Bretafia and located 5 Kmotthwest of Antamina Lagoon)
during the 1980’s gave work and bought directlyrfreuppliers from different areas in San
Marcos. This created high expectations in the i of the way that they thought the
AMC company would even give more work and buy naneducts, since to it was a bigger
project (Gil, 2009:62). In chapters five and sixvill discuss and contrast some of the
expectations that | have recognized in fieldworkohtproves that they were very far away
from the outcome.

In November 18 of 2001 and after five years AMC obtained the t#ndhe company

officially inaugurated their operations.

4.6. — Ayash River Basin Communities

After describing the size of AMC project it shout@ noted that it covers a large area,
therefore in this section | will continue narrowinty research focusing in my study area.

The nine aforementioned communities (Chapter 3prizelto three different districts and

two Peasant Community Organizations which is itiaistd in the following figure:
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Figure 6. (Derived from Environmental Impact StudyAMC, 2007)
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4.6.1. - Physical features of Ayash River Basin

The study area has altitudes in between 3,500 @0d vheters above the sea level, in a

cool temperate climate, its terrain is rugged Irtalland area, moreover it is characterized

42



by being rocky and sloped; it presents high préaiigins during summer (December-
March). Further, the area location in the Andeayhlasinds makes it also part of a very
humid tropical sub-alpine eco-region (Stantec, 2@®455). In this region begins the so-
called ‘heladas$ which literally means frost and consist in colthds descending from the
mountains and ruin the crops (DIACONIA, 2009:21hisTphenomenon occurs in all the

south Peruvian highlands and also in Bolivia.
4.6.2. — Social features of Ayash River Basin

Due to difficult conditions such as steep topogyaghd availability of fertile soils, human
population in the Andes is characterized by noh@&oncentrated in settlements, but rather
scattered over different altitudinal grounds ocedpby different members of families. In
this sense the lower areas are used for agriculatwities and the higher to grazing
activities (Dollfus, 1981).

This feature described by Dollfus is not absentAyash River Basin, the sectors
aforementioned are big areas where | found disgdesuily houses that possessed not only
agriculture lower lands but also pastoralist higheds for their cattle.

The study area has approximately 1760 inhabitaistslzlted in 408 families, Huancayoc
is the biggest with 128 homes and Cambio 90 issthallest with 12 (Golder, 2007). The
gender index is 49% female and 51% male; 97.3%@tbmmunity has Quechua as their
mother tongue, however, 92.3% of the populatiomskédingual, and they speak Quechua
and Spanish (DIACONIA, 2009: 26)

Since, my study area is located in a Peasant Comynuithink it is important to define its

social organization. The Andes rural territory issically governed by Peasant
Communities, they are the main production orgaipaivhich manage not only the land
for agriculture and cattle and the maintenancehef community infrastructure, but also

portrays history, traditions and peasant identit§yoreover they are responsible for

% This study was made within Santa Cruz Peasant Gorityrin which is located in 8 of 9 villages whdre
conducted my fieldwork.
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economic and social development, of protecting ipulsafety and promoting the

participation of peasants in decisions that affieemn.

Furthermore, the Peruvian Constitution in its #&tB9 claims:

“Peasant Communities have legal existence. Theywa@i@omous in their organization,
communal work, and in the use and free dispos#haf lands, as well as economic and
administrative, within the framework establishedthy law. The property of their lands is
infeasible except in the case of abandonment. Tte sespects the cultural identity of the

Peasant Communitieqin Alayza, 2007 own translation).

In this sense, community peasants are not onlgudation spaces of individuals that shares
common resources, but also a space of politicakssmtation (Bebbington and Hinojoza,
2007:298).

With respect to the economic and use of land regsuyitis important to point out that 70%
is comprised by steep slopes, there are some féstsabut they are not enough for
upholding a high level of agriculture. There is yril4% of agriculture land, 70% of
grazing, and 0.4% of forest (Golder, 2007). Theetgf agriculture that dominates the area
is rain fed. Cultivating season is during Novembad December and harvest season is
during the months of May, June and July.

There are other works that complement the agricaildind livestock activities such as craft

production. However, only few people carry out thizk.

With regard to educational levels, the 16% have peta secondary school and to lesser
extent primary school (14%). Both levels of techhieducations (2%) and university
education (0.4%) are extremely low. In the commuttie level of illiteracy is 13%, with a
greater emphasis in the female group with 21% anchén with 5% (ibid, 2009: 24-6).
This is because (as | mention before) years agw (moless extent) of women were
marginalized by prohibiting them to school to stdging housework, fortunately this

situations is changing and young women have egppbrunities to be educated. With
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regard to educational and health infrastructuresrethare five primary schools, two

kindergartens and one secondary school in Huancaydealth infrastructure there is one
health center located in Huancayoc and other insAyRichiu According with Golder, the

peasants can also find health attention in Carhyjeyan Marcos and in the clinic of AMC.

However, more than 40% of the peasants prefer & themselves and do not go to the
health centers (200%)

* This information will be discussed in Chapter 5.
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Chapter Five

Results: Presenting FDI effects

5.1. Introduction

In Chapter two, | explained how FDI, natural resmsraccess and local development are
connected in theory. Now | will present the restdisnd during fieldwork with the aim to
respond to my second research question, namelyt, avbdhe direct and indirect effects of
FDI in Ayash River Basin Communities? | also witlnepare the peasant perspective with
the perspective of the people which live at Sanddsr the district capital. | will first
recount how FDI has been established in the ardahaw the launching of the project
created new expectations. Secondly, | will disdhssextent to which extend the direct and
indirect effects of FDI are related with local degment. Thirdly, | will discuss the role of
Corporate Social Responsibility in social developtrend how this policy has been carried
out in AMC. Finally I will explain how FDI has afféed Natural Resources Access. These
four steps are analyzed using the data | colledtethg fieldwork and by using secondary

sources.

5.2. The arrival of FDI and the creation of new expctations

As | mentioned in Chapter four AMC is the biggesvdstment concerning mining in
Peruvian economy. It has been built on an area eviieere were only grassland for
livestock and the cultivation practice of some tslend cereals by rain fed. Villages within
and around this area did not have the basic sangaeh electricity and water, and had a
limited health and education service; in other wottie state (like in many rural areas in
Peru) had excluded them from its development planshis sense, the arrival of such a
enormous enterprise created expectations amonigdhkepeasants because of their former
experience with Contonga mine. This mine operattd/éen 1981 and 1991, and reopened
in the middle of the 2000s. It gave work at the enioperation and created a small

production chain between the mine workers and #gesg@nts whom supplied them with

46



their products. They used to sell: milk, meet, clee¢ubers, cereals, and textiles (Gil, 2009:
121).

Through one of my informants | had access to a ohecudary produced in 1999 by a
journalist from Huaraz who walked over all the coumities in the Ancash province for
more than two months, collecting the peasants caimsl and requests to the government
and in this case also to AMC. From this source passible to understand the framework
in which was ARBC was during the early years whéfiGAwas entering into the area. In
the two hours long documentary he began his fpsesh to the representatives from the

community as follows:

“Do not think that | work for AMC, | am a journatisif you have any complain or
grievance with the national authorities or sometitmgion, please tell me because this will

be reported at the media in Huaraz and Lima”

It is interesting how he emphasized that he wasamoAMC worker, this suggests that

relations between the mine and the communities wedermined from the very beginning.

He interviewed and filmed 20 persons (peasantghtga and community leaders) who
highlight two main complaints: the lack of a roatahe future contamination of Ayash

River. At the first complaint peasants refer bailtitte state to AMC; they claimed that the
road had been requested from the state since I@#8nothing happened. They also
claimed the mine will close their only connectioatween these communities and San
Marcos, which was path that connected both areamiright hours walk (indeed, few

months later AMC closed the path because it watienmiddle of the exploitation zone.

This forced the peasants to take another routeetiainded the travel time to around 15
hours). Their second main complaint was supportetrages that show the murky water
of the river (this will be discussed further in sec 5.5).

In the documentary it can be recognized how siheelteginning big expectations were

gradually become in illusions, a peasant pointed ou

“They (AMC engineerskaid to us: if we came to work here you are alsog®o work for

us(at the mine)all of you and you will sell your products to us”
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One of my informants claimed that from all the conmities there were no more than 20
people currently working at the mine. A remarkabbént drawn from the video is the big
difference among the infrastructure eleven yeacsaagl what | saw last year. In 1999 the
health center in Centro Pichit and the primary sthw Vistoso were in poor conditions
and of course the road was not builhe two hour documentary ends with a grievance
march from Centro Pichit to AMC, around 50 peasardiked requesting justice for the
free transit through the path that they had beed @ decades; and for the pollution at the

Ayas River.

Figure 8. Grievance March in 1999 (from Angel Dutd&eport, 1999)

In the Figure # is possible to read in their makestanner: Justice for free transit and not

river pollution Santa Cruz de Pichiu Community.
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Figure 9. Peasant in protest march (from Angel Ddmdeport, 1999)
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The expectations were not only fed by job promisesie by representatives of AMC, but

also by the wide coverage given by media to theemsity of the mining project.

In sum, previous experience with mine environmamnis high expectations reflected in two
context times (in 1999 and 2009) deepened locahtiaes which will be explained in the
following chapter. Now | will continue with the agais of the direct and indirect effects of
FDI in the study area.

5.3. — Effects caused by FDI
After discussing the arrival of FDI into the areshlall now move on to explain direct and
indirect effects caused by AMC at ARBC. During thection | will also mention some of

the effects caused at the regional scale, morasgtgcan San Marcos and Huaraz. The

effects on Resources Access will be discussedctibaeb.5.

5.3.1. — Direct Effects: Infrastructure, Employment Local Networks and Technology

Transfer, and Taxing
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The first direct effect is in infrastructure; thergeyed claimed that 100% have drinking
water access and 66% have latrines. But only 48%beoh attributed those works to AMC,
the rest indicated NGOs such as Care Peru or Ganitdh the municipality of San Marcos as
the source of these works. However these NGO wieeel lby AMC for conducted those
works and the municipality used funds from the nfinel for the same purpose. According
with the head of the Community Relation Office,stheflects either the disinformation
among the peasants or the unwillingness to recegthieg works made by AMC. On the
other hand, they recognize the work done by the MiN®e building of the unpaved road
which replaced the aforementioned path that it iitstance was blocked of free transit and
then closed for the constructions of the operaticine area. They also recognize the
improvement of the health center in Centro Pichhuclv now counts on an ambulance, and
the construction of another one in Ayash Pichiue Phesident of the Santa Cruz peasant
community stated that the secondary school in Haypow was built by AMC. And a
primary school in Vistoso was built by the munidigeafter the arrival of the mine, which
suggests that it was built using Canon mine fufithere were others infrastructure works
such a soup kitchen, a community center in Cenichil, a toy library in Ayash Pichiu
and the expansion and improvement of the electagsiem, all directly funded by social
programs of AMC.

Figure 10. Water fountain and primary school boyitAMC (Photo taken by the author)
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Figure 11. Community center built by AMC (photoeakby the author)

The second element is employment: currently AMC leyg 1850 workers directly and

3350 in indirect jobsvww.antamina.com According to my informants there are only

between 15 and 20 persons from ARBC working atntinge, which is also confirmed by
Golder in the AMC Environmental Impact Study in wahithey stated that only 3% of
inhabitants works in the mine (2007: E3-39). Thie promises of AMC concerning
employment were not realized. This is primarily dege of two reasons: first, technology
used by AMC requires a high level of training fbe tworkers, which led to the arrival of

skilled labor from others parts of Peru (especifdyn Lima and Arequipa which are the
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biggest cities) The local peasants had no chamresmpete with these more skilled
laborers. Second, the hinterland area was not dmy zone that surround the mine
production area but also the areas that surroumgbifhe and the port in Huarmey. An ex-

agent of the Relations Community office put it likes:

“We do not need 10 thousand employees, that isghgon we cannot hire all the people
from the influence area, and when the skill tes#s wonducted, the residents of Ayash

River basin were among the last places comparehl etiter locations”

Employment situation discussed above confirms T&l&/e postulation: FDI in Natural
Resources seeking sector usually does not requgreaimounts of labor. This is also
reflected in what has been happening at the ndtsmade: although the increased of mining
exports duplicated (103.5%) in between 1990 (US®2 millions) and 1999 (US$ 2,977
millions) the employment only increased 18% (frord,@84 to 59,813) (Glave and
Kuramoto, 2001:11, 16).

AMC is an attempt to improve the level of skillsdanompetences of the peasants in
ARBC. They hired the National Service Training imdustrial Work (SENATI in its
Spanish acronym) for teaching without charge coewpwaind information science and
electrical and mechanical maintenance. However rdotg to two of my informants in
AMC Community Relations Office, the peasants sthséth good attendance to the free
classes, but after some weeks they stopped atgenblip two informants attributed this
behavior to laziness and disinterest. But there mwenre several reasons why the peasants
stopped going to the classes, for example: notiderisg it worthwhile to walk such a
long distance for those classes, time that likkegytprefer to invest in their farm and home

tasks.

Despite there was not employment, AMC hired thesaetilabor as a temporal job for the
construction of the infrastructure mentioned aboMeis used a relatively big amount of
labor which helped to diminishing conflicts caudsdthe broken promises of employment.

Also, during the first years of 2000s, the multioaal catering company Sodexho was in
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charge of providing food at the mine camp. AMCpire of their community development
projects (which will be discussed later in this pies), stimulated the creation of
microenterprises based in ARBC to sell their paatm Sodexo. Yet, after few months the
French catering company asserted that their patatioenot meet their quality standards, so
they stopped buying more potatoes and stopped edwddl have become an upgrade of a

local production chain.

Another case that finished with better results itmadrigins in the construction of the mine
operation area which destroyed the aforementionath msed by the peasants for
transporting their products to San Marcos. In addito building the unpaved road AMC
bought in compensation, two buses for the commuwitia which they formed a small

transportation enterprise called “Santa Cruz déifiavhich charges eight Peruvian Soles
(around US$3) for a three hours trip from San Maraatil Vistoso (I also travelled in

these buses). It is worth noting that this smathpany does not employ many workers.
And while it aids the transportation to San Marcogt everyone can afford eight Soles.

This may cause more social disintegration in comtras

After discussing the employment system that hasltexs from the arrival of FDI, it is
evident that there was not a strong local netwankrzgg the actors. In other words, FDI has
not caused the creation of a chain of suppliera pfovider network in local communities,

and even less technology transfer from the MNGQ&ldcal economy.

The third direct effect of the FDI | will discuss tax revenue. The Peruvian taxation
revenue is very centralized; in other words, ail decisions about taxing are made by the
central government and have to pass by Lima whérdgha politics and economic
guidelines come from. Hence, there is a feelindistrustful towards the state and national
authorities in general (this will be exemplified the study area in the next section).
Recalling the previous chapter that according &l#w, the district in which the operation
mine is located receives 10% of the total distidouf the Mining Royalty, therefore the
district of San Marcos was originally calculatedegeive roughly US$5.31 million (Grade
1999:96 in Gil, 2009:259). But taking into accolmath that the tax paid by multinational
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companies related to mining varies with their rexeen(which also vary according to the
price of minerals) and the fact that the fee cdilbecstarts after the company has recovered
its initial investment, the district of San Marcosceived on April 18 of 2006 the
astronomic sum of US$14 millions. This was an amdbat the small district has never
seen before, almost triple the initial forecasidji2009:260). With the following year’'s
taxes, San Marcos became in the richest distrieeiu.

In Figure # is a statement showed at the front @dddhe Communities Relations Office in
San Marcos. It can be observed that until the lagephoto was taken in July, 2009) AMC
contributions to the district of San Marcos througiming Canon was 77 millions of soles
(roughly US$ 27 millions). The total contributiorofn AMC to the Ancash province until
2008 is 4300 million soles (roughly US$ 1513 mitljcand to San Marcos until the same
year it is 429 million soles (roughly US$ 151 nahis). However, the most important fact
to highlight from this figure is the vision of ddepment that AMC seeks to convey to the
population showing this amounts of money in a stat® located in the street. When |
asked to the head of CRO why these types of adguren the front door of the office? He
put it like this:

“People perception is that the money from the mi@agon is given by the state and in
consequence AMC has to give its part, in this s&M€ created the Mine Fund which is
responsible for carrying out development projddtsvill be discussed later in this chapter)
and these kind of ads are also to inform the petipd¢ AMC are giving money for San

Marcos development”
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Figure 13 (Picture by the author)

S/. 193 MILLONES

: S/. 154 MILLONES

Although is difficult to find accurate informatioon tax collection it is easy to recognize
that this money is not distributed in equal projms within the district and not even

within the directly affected areas as ARBC. Forregke, during my stay in San Marcos |

could see how the entire municipal building wasnberebuilt, how the wages of

construction employees (including engineers anders) are higher than those received in
Huaraz whereas Centro Pichiu is still without &yation system.

Therefore, the government should take some inigatifor an equitable distribution and

even more so if the copper price continues to rise.

5.3.2. — Indirect Effects of FDI in ARBC and San Macos

Unlike other cases in which FDI brings employmentcommercial linkage among the
local communities and the MNC, in my project arbase results were not achieved.
However, there were attempts to reach them, fdamt®, during the construction of the

mine. One of my informants in San Marcos put litis:t
“There were more people than usu@émporal construction workgrsnew restaurants

opened and some people put up their homes to edber new workers, but later the

workers left and the restaurants were closed. Nowme from Antamina comes to town”
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Indeed AMC workers do not even pass by San Mamogding to or coming from Huaraz
or Lima because they use the new paved road cotetirdy the company. Even a well
know transportation bus company (Cruz Del Sur)gpants the workers directly from the
mine to Lima without passing by Huaraz. Anothensid economic regional centralization
is the aforementioned AMC employees’ residencePHmlar” which is located in Huaraz.
One of my informants would have preferred the hageount of houses near to San
Marcos, but is easily to understand why AMC hayeederence for the touristic and urban
Huaraz. Therefore, indirect effects are also eelatith expectations described in the last

section.

Besides the direct effect caused by the mine iroRegss Access which will be discussed
in the next section, there are indirect effects tteve undermined work habits and power
relations in my study area. | identified three jgaitr indirect effects: Corruption in local
authorities, huge difference in the wage of the enworkers and the so-called “Plan
Piloto”.

The first effect is indirectly caused by the poliof Corporate Social Responsibility of
AMC. There were attempts to create entrepreneuitseipeasants communities, this meant
a big injection of capital into areas where theass hever been such amounts of money. An

ex functionary of CRO put like this:

“From 2000 until 2006 Ayash and Santa Cruz de Righéasants communities were those
who received more money among all the communiiestéd within the area of influence,
but the big injections of money caused an incre@seorruption because the gains went to
the pockets of five people who were those who heated the local company funded by
AMC or were communal past presidents. The mismanege of the investment were

reflected when community leaders moved to accommoedsidential areas in Lima”
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Unfortunately corruption is one of the biggest peals in Latin America. It happens in all
scales from the highest state offictais peasant community leaders. Therefore suchga lar
insertion of money should be guided by the MNC gothse it can cause either the loss of

the investment or the creation of corruption.

The second patrticular indirect effect identifiedhe great difference in the wages of mine
workers, which creates a feeling of envy and feldshigh expectations and intentions to
get a job this in turn undermines social relatibebween the others inhabitants. Miners
have economic possibilities which are unattaindbtea regular peasant, such a new car
and having more than one house (in Huaraz andrtiefbown land in his native town). It
seems this gap in wages was also used to calmstr tmammunity leaders which were
dissidents during the first years of exploitatidfar example, | recognized one of my
informants that is working for the mine for thetl&syears in the aforementioned video
filmed in 1999 then he was one of the communigasiérs and one of the most enthusiastic
in protest against AMC. Unfortunately while the etdwas being transforming from VHS
to DVD, the former community leader went to hisdaliurn in the mine, and since |
received the video almost at the end of my fieldwbicould not ask him the specific

reasons about his change.

The last particular indirect effect that | idergdi is the “Plan Piloto” or Pilot Plan in
English. This plan has been prepared by the Digtimicipality of San Marcos since 2008
and it has been extended in the last four monthiserother communities which are not part
of the San Marcos district but are within the ARB®e plan is funded through the Mining
Canon and other voluntary contributions given by @Mt consist of including the
peasants within the road maintenance plan give therk on road building, small
construction job on the community’s building and ajurse road maintenance. It is
basically transporting rocks and sediments from plaee to another, trenching and using

adobe and thatch for constructions. It employstlal men and women who want to

® During the government of Alberto Fujimori (1999@®) acts of corruption caused the disappearance of
US$6 hillion from the state coffers, there haverbezovered only US$184 million
(http://elcomercio.pe/noticia/458481/balance-gatdefujimori-desaparecieron-mil-millones-dolaresas€
estado).

® Unlike other mine company in Peru AMC also emplaygsnen as a mine workers
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participate, including teenagers. The only requeetrfor working in the plan was to be a
citizen of San Marcos or ARBC. However | spoke watlteenager in Centro Pichiu who
told me that she lives in Lima, but her relativeggested her to come to work in “Plan
Piloto” during her school vacations instead of goimothing in Lima, she was born there
but then she immigrated with her parents to thetalaprhe work is from 8:00 to 16:00

with a break for lunch, and every worker receiv@dsdles (approximately US$14) per day
which is more than quadruple what they earned forkimg their land (10 soles or US$
3.5).

Thus, the “Plan Piloto” has been changing work tsam a traditional agricultural and

livestock culture. The head of the RCO put likesthi

“The Plan Piloto is the main reason for the declineagriculture and livestock at the mine
influence area due the difference among the wagestlae logical choice for farmers to
work in the “Plan Piloto”... the people are disablég not even being taught a trade, but
rather to move stones. When the Plan runs out (white day it will end) peasants are
going to end without knowing to graze or cultivéied the people are asking to the mayor
to increase the wage to 80 soles (US$ 27) per day”.

Therefore, there is a deconstruction of traditionaltures encourage by the populist
policies that are going to satisfied the citizensaishort period or are going to help the
mayor to be reelected in the next district eleibat are not going to help ARBC to reach
local development. Thus, functionaries of RCO blathe “Plan Piloto” as the main
impediment for carry out long-term development plan

On the other hand, | think the same functionariss this assumption to avoid or give less
importance to the decline of the yields reportedigypeasants as a result of environmental

pollution.
As | described above, AMC has a long-term develogmglan which has been

implemented in differences communities within theeninfluence area. However it has

not been easy to conduct it in ARBC. In this cohté@mmunity Relations Office and other
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entities are together in one concept: Corporateab&esponsibility, it will be discuss in

the next section.

5.4. Corporate Social Responsibility and social Developent in AMC

In chapter two | discussed the general concept®R;dn this section | will explain its
implications in my project. However | also find ionant to explain first how CSR has
been introduced in the Peruvian company’s envirarime

The first enterprise to adopt CSR was those relatéhd large scale FDI, such mining,
bank, electrification and telecommunications (Bedes y Gastelumendi 2001:55). Among
these sectors mining and petroleum MNC'’s are pdaity important (Caravedo, 2003:10),
due to the demands of their international invessach as the World Bank.

It is worth mentioning that in the mining sectoretlevaluation of impacts caused by
paternalistic policies has been weak. For instanc@ual company reports tends to just
describe results (how many children has been atendow many people has been
capacitated) and not to assess the generated irf§eadborn, 2008). Furthermore National
Society of Mining, Petroleum and Energy (SNMPESanish acronym) has achieved that
the mine companies directly manage the funds fodaot development programs instead
of paying more taxes over their earnings, on theuigds of their greater experience in
social investment (ibid, 2008: 6).

Since 2003 Peruvian legislation requires the comenitt of the mining companies in six
aims, connected to harmonious relations with ladahbitants, environmental care and the
improvement of social welfare. Likewise, the MinedaEnergy Ministry requires them to
present annual affidavits with respect to the @ay undertaken to implement these
commitments. However the current legal frameworlkesdoot require transparency and

there is no public dissemination of the informatmovided (ibid, 2008).

Returning now to my project, is interesting to gaalthe internal perspective of CSR that
posses AMC has: Its CRS code emphasizes respetttefandividuals, their costumes and
their culture; integrates company aims with localional and national aims; recognize

local communities as interlocutors for a contingmanmunication; and commits to the
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socio economical development for the local areasutyh time (www.antamina.com).

Furthermore the vice president of Corporative IssafeAMC put like this:

“AMC believes in promoting the development of sastisle communities through a CSR,
taking into account the socio cultural environmeWe therefore do believe that CSR
evaluation is primarily a social role of the compgarbecause it assumes notions of
responsibility with the milieu, both inside and ©ide of the organization. It is, therefore a
concept that implies a philosophy of commitmerdustainable developmen(Cantuarias,
2004: 2).

Therefore, | think AMC is aware of the greater eagth which socially responsible
companies avoid conflicts, or at least, convey r@mbaious image to the populations and
organizations outside the affected area and evtsideuPeru.

AMC has three entities or areas which are concemi¢il CSR: Community Relations

Office, The Mine Fund and Ancash Association. Nowmill briefly describe each.

5.4.1. — Communities Relations Office

The Community Relations Office (CRO) was establisigth the main aim to promote
community development through a process of consuftaand constant communication
with those affected. Development programs are edrdut specifically within the mine
influence area. The birth of the office dates biack997 when AMC hired a person to take
charge of the social dimensions of the project. &anonths later, the initial conflicts
around the land acquisition for the operation @e@dhe need in November of 1998 to form
the CRO in San Marcos. Its initial aim was the cateon of rural families who lived
around Antamina Lagoon. There are also CRO in thee roperation area, Huarmey and
Huallanca.

A functionary of AMC referred to five main objectis of CRO: Improve education,
improve health care, avoid environment pollutiosiablish development projects and
create or enhance communal enterprises. The oty eeclated with CSR is the Mind
Fund.
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5.4.2. The AMC Mine Fund

The AMC Mine Fund is an initiative of the company response to the call of by the
Peruvian State named the “Mining Program of soligavith the People”, with the aim of
improving the life of the directly affected. Ther€lintervention area consists of the entire
Ancash region; Llata district in Huanuco region aoavns located in the district of

Paramonga, in the province of Barranca.

On December of 2006, the state and the mining ingdusgreed on general program for
voluntary contributions. Thus the companies agiteegive between 1% and 3.75% of its
profits after taxes or to create other indepengmmtnerships created with this purpose.
These contributions are managed by each comparspampbendently. According with

AMC web page, it was the first to sign an indivileagreement with the Peruvian

government, pledging to contribute 3.75% of itsfigafter tax (www.antamina.com

The AMC Mine Fund was established in 2007 and Héde@ycle of five years if prices stay
above the reference value stipulated in the contsgit the state. The following table
illustrates the contributions of the Mine Fund fr@d07 to 2010.

Table 13. (derived from http://www.fondomineroantaa.org/contenido/fma/1)

AMC Mining Fund Contributions
2007 | USS$64.3 million

2008 | USS$60.2 million

2009 | USS$39.4 million

2010 |US$43.9 million

Total | US$207.9 million

By March 3£', 2010 from the total amount collected by the Furas been used US$ 135.6
million which is 82.7% of the total (ibid). Accorty with the Functionaries | interviewed
and the AMC Mine Fund webpage, this sum has beeflgladdressed to five programs
which will be illustrated in the following tableaig with some of the projects that have

been, and will be, carried out in ARBC.
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Table 14 (derived from

http://www.fondomineroantamina.org/contenido/pragea presentacion)

Programs Projects in ARBC Status
Health and Nutrition | Free Lunch for secondary students in Huancayoc School Running
Diminishing chronic malnutrition rate for children under 3 years old Finished
Technical training for young by SENATI (section 5.3.1) Finished
Education Improving Educational Infrastructure (schools, computer rooms) Running
Capacitating and transporting for teachers Running
Development of a competitive guinea pig breeding and link it with Running
Productive the local market
Development Installing Micro reservoirs in Ayash Basin: Inventory To carry
and Planning Study of Water Resources of Ayash Watershed out
Institutional Strengthening of capacities to District Municipality Finished
Strengthening and Communities
Infrastructure (Roads, |Expansion and Improvement of electrification system in Ayash
irrigation canals, rural | Huaripampa and Aysh Pichiu Running

electrification)

The last entity to be discussed is the Ancash Aason.

5.4.3. Ancash Association

The Ancash Association has been constituted by AMCorder to comply with f
compliance its CSR policy and with the aim of suppg the development among
populations living in the Ancash Region. Unlike tBRO which focuses on improving the
dialogue between the company and the communitiesisgnts through development
projects; and the AMC Mining Fund which concentsabe spending money for driving
development projects, the Ancash Association seekgnerate a coordinate management
among the stakeholders and the mine and to promiuitatives in tourism, culture, and

evaluation of Natural Resources Management.

5.5. Effects of FDI in Natural Resources Access
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The explanation of direct and indirect effects emuby ACM in ARBC paved the road to
answering the second research question: How hasff€&ited access to Natural Resources
(Water and Land) in River Ayash Basin Communitie8#nk there have been significantly
changes in Natural Resources Access, hence | @ngiéppropriate for my project to
explain them separately from the other effects.

Before the arrival of AMC, as in many Andean aré¢ls,access to land and grassland were
established by a local social structure which wadindd by kinship networks and
exchanges (Gil, 2009:156).

The fight for usage of Natural Resources as impbraa land and water has been and still
being the point of explosion for social conflictsbhetween extracting companies (generally
financed by FDI) and peasants communities. OnlpMarch of 2010 the Peruvian National
Ombudsman Office registered 255 social conflictswdfich 165 (49%) were social-
environmental conflicts (http://www.defensoria.qod). In my study case the use of and
access to Natural Resources has been at staketlseneery beginning (As | mention in the
section 5.2). | identify two main effects of FDI &atural Resources Access: Access to

Ayash River and decreased in crops yields andtbe&s

5.5.1. Effects on Ayash River

The effects on Ayash River are related with twddes: quantity and quality of the water.
Quantity of the water is linked with the pipelinenish uses water for transporting the
mineral concentrates towards the coast throughdaahiic system driven by gravity. The
peasants surveyed stated (84%) that the waterHasndecreased after the establishment of
AMC, only 10% stated that the water flow remainstle same level. Likewise AMC
recognizes that there is an impact in the watev,flaut company considers it insignificant
in relation of its usage in the area (mainly feeBtock and to a lesser extends fishing and
not for agriculture) (Golder, 2007: E433).

The second factor is related to the constructiothefdam tailing, which is, the main cause
of peasants’ complains.

As mentioned before, the operation area of AM@Geated at the head of two main fluvial

systems (Ayash River and Carash River) which are gdfathe Amazon River watershed.
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The tailing deposit is located at the Ayash Rivasib at 4120 above the sea level (the
highest in the world) and it collects about 65 #end tons of waste per day. During its 23
years of life it will store 570 Mt of tailing (CMA2003:14). The dam is constructed with an
entrenched graduate with filters and curves of ocetecin the upstream face. The
configuration is provided to prevent the tailingenhi entering through the dam. The
concrete curves facilitate placement and prevesgien of the filter (Golder, 2007: E1-8).

This seems like the description of a fortress, h@v®ne of my informants an engineer in

forestation who is working in a municipally projectgreenhouses, pointed out:

"AMC took all the inhabitants of Ayash Pichiu andidtipampa to the mining camp, they
told the peasants that there was going to be avalla and for their security they should
stay for one day in the mining camp, after one ttere were not alluvium but rather

tailing discharges into the Ayash river, | thinketimine did not want the people watched
that”

Indeed AMC started to make tailing discharges ory M&2001. According to a study
conducted by the Canadian Environmental ConsulEndMetrix (hired by the AMC)
discharges only occur during the rainy season (Z9p In surveys | found that 100% of
the respondents stated that the quality of the atehe river has deteriorated sharply.
They elaborated that the tailing discharges chanigedtolour and the smell of the water,
some of them reported that discharges occur eveda¥s during the dry season and twice
per week during the rainy season, they are all diyneight; the river came with stinking
green foam and its smell causes them nausea.

Complaints became even more serious during the skgson (From May to
October)because of the lack of water in springsafatdable sources, the local people to
go to the Ayash River to wash their clothes. Thasises them rashes and hives, they
reported.

One of my informants, an employee of the medicatPb Santa Cruz de Pichiu (located

between Huancayoc and Centro Pichiu), who has weeking there for nine years stated:
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“When the mine started with discharges, eight yeage, we had a large number of
patients which were treating of skin problems aast Ihair; they blamed the mine for
having contaminated the river, now the people draid to use the water of the river,also

the animals get sick when they drink that water”

| place importance on the testimony of the medieahnical, because he has been at the
area before the construction of the dam and hagettamany patients and has in turn heard
their testimonies. The river was also a sourceraittwhich according to my informants

used to be numerous and of big size, now they dhere are very fewer and that they are

tasteless. A peasant put it like this:

"The river no longer serves its purpose either @@ or for crops or for irrigation or for
animal. Now only the”puquiales” which are even far away because they are hiding
because of the blasting. AMC made some water digniiater system, but no irritation
canals. Before we bathed, washed clothes in thex,rivow the mine has made its tailings
discharges. Before there were trout, now they hdied to discharges of tailings. AMC

says they do not die, they deceive us”

All these changes in water quality and access pexdeby local people created public
grievances which ended in a criminal complaint ag@iAMC for “environmental
contamination” in July of 2001. AMC also receivedetéter from the Energy and Mine
Ministry about the same issue. Three days latempnassembly in Ayash it was agreed the
AMC would fund the implementation of the “Comedoe cClub de Madre§’ the
construction of a fish farm as a bio-indicator ohter quality and the extension of the
drinking water system (Gil, 2009: 304). TherefofdIC started to adopt a paternalistic
position in order to compensate the great amouahweironmental grievances.

Claims caused by the changes in patterns of wataredthe MNC to carry out a joint
exercise of monitoring water quality with represgives of the communities, AMC and the
government (CMA, 2001: 53). In January of 2002 @dm changes in the system of the

" Puquial is an andean word which means spring
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tailing dam with purpose of reducing the foam amelddor (CMA, 2002: 51). Furthermore,
in 2005 the NGO Urpichallay was hired for condugtim training program for

environmental monitors in ARBC which included naotyocommunity representatives but
also community members in order to allow the vidlegto understand AMC environmental
management and performance (CMA, 2005: 69). Thogigam had the aim of measuring
water quality parameters (temperature, Ph, Condticind total dissolved solids) in water
used in agriculture and livestock. The trainees ewselected by the communities
themselves. One of my informants who was part eftthining team and still working in

Urpichallay put like this:

“Besides trained them for collecting the samplesnal the Ayash River, they were given
some measurement equipment. But | do not knowyfahe still using them, this case was
a specialorder from AMC. The results denoted irrelevant amwithin the parameters.

However other exams are required for finding abralrpresences of bio-communicators

and heavy metals.”

In this sense, is not possible to determine exattligese results imply that the water is
total free of a pollution. All the results were gpdiy the company because according with
the national mine laws they are the obligated toipa

In respect with the trout issue a study conductieBdpmetrix in 2005 states that:

“with the exception of metals levels in worm tissumel the higher levels of some metals
noted in fish livers, the water quality, benthigentebrate and fish data all suggested that
the AMC operation has not had a significant effestthe environmental conditions in
Ayash River basin since 1999. Although some metald in invertebrates and fish liver
appeared to be showing a mine-related trend thereehbeen no negative effects on the

health of the benthic macro invertebrate and fismmunities to date{(2005: E18).

Despite what was argued by Ecometrix at the beggof 2002, AMC was accused by the
Santa Cruz Peasant Community for causing the adattnorse which was compensated by
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a payment made by an AMC functionary. One of mgrimfants, the president of SCPC put
like this:

“There have been deaths of horses, cows and AM@kadbout it. They took the liver and
other organs but they never came back with theltedBesides we know that AMC pay for
those results. In some cases, peasants aggrievedoompensated with money in order to
keep them quiet.”

Indeed, AMC made a autopsy of the dead animalptgans were taken to a laboratory in
Lima and the results determined the animal deatlprisumonia (CMA, 2002: 51).This
reflects two issues that | consider important foderstanding why there are two narratives
from the same situation (the narrative of the plesti of the peasant community and the
narrative of AMC which will be discussed in the hekapter); the fact that AMC give
money in compensation to the aggrieved is assurgettieb peasants to be recognition of
guilty for the river pollution. The second issueredated to the distrust caused by the
autopsy results; peasants know about the econoaviempof AMC as an MNC. So the
peasant assumed it to be logical, within the cdntéxa country where corruption and
bribery is common in the groups with political aecbnomic power, that the AMC could
have altered the results (as the water resultsausecthey paid for them. It is worth
mentioning that the results for these tests arerattainable cost for a rural community in
Peru.

Now | shall discuss the second effect caused byMNE in Natural Resources Access in
ARBC.

5.5.2. Decrease in Crop Yields, Grasslands and Listck
I shall begin by describing the decrease in croplsly. As | mentioned before, ARBC has a

territory composed by 70% of steep slopes, so % of the land is used for agriculture
while the 70% is used for grazing.
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However, the small area of agriculture land is thain source for the area household

economy.

Land tenancy is generally small and fragmented&@PC only 40% have an extension of
over 1 Ha. Weather and the lack of land are thengmy restriction for agriculture
production, which is primarily composed of potat@esl other tubers (Golder, 2007: E3-
39).

When | asked to my informants whether there has laeseduction of agriculture land in
the area, they responded that the area remainsatine but their yields have gradually
decreased since the establishing of AMC. All of theveyed agreed with that point.
Respondents also pointed out that before the mineed they produced a much more
amount of products; dozens of donkeys daily trartspatheir products to the San Marcos
market to be sold; now they barely produce forrtlb@in consumption and when there is
not enough production they must go to San Marcdmiyomore products.

Therefore, why has there a decrease of the cregbdsyin the area? This question may be
answered through changes in the type of fertilizévben AMC arrived they gave them
artificial and chemical fertilizers for increasitigeir production this happened during the
early years, but production started to falling afteat and they think those new fertilizers

poisoned the land. One of my informants put like:th

“When AMC came they began to give fertilizers. Uthiat time people did not know what
insecticide or pesticide was, nothing, everythiraswatural ... the potatoes were bigger,
nice, but now they are sick, it is not the samep#s not matter if there is more control.
Worms attack the crops anyway, when you sow inralatvay you produce few, but it is

resistant in time”

Other informants state they were given these alffertilizers without being taught how
to use them and this involved a disproportional arappropriate use which also ruined
agricultural land.

Indeed, during 2002 and 2003 AMC implemented a gamogfor improving productivity

and quality of traditional crops, giving new inpdts cultivation of potatoes, lima beans
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and barley (CMA, 2002: 30). According to AMC in Z¢this program increased potatoes
production by 31.8%, lima beans by 3.8% and barey4.5% (2003: 85). The programme
also included the fact that part of potatoes sgrplere sold to Sodexho and in 2005 they
intended to introduce new species aimed to imprdeed quality (CMA, 2005: 137). In
2006 AMC again confirmed the existence of the pmograrguing that it was continuing
technical advice and provided inputs to farmerseutating to pay in products (CMA,
2006: 37). However, in 2007 Sodexho stopped bupiR@BC products alleging that they
did not any longer comply anymore with their quabtandards. Sales from these products
amounted to approximately five tonnes per monthctvlwontributed to improve household
incomes (DIACONIA, 2009:68).

My second question regarding land access changeswvether if they perceive a change
in the amount of grasslands and livestock. Befar@naring it is important to note that

grasslands could be also located in lands quiteaveasy from their homes which are

generally at higher altitudes (for instance Veradeo Lagoon which is 5 km from

Huancayoc) because lower lands are used for agmeulTherefore, 96% and 98% of the
surveyed indicated that there has been a signffieafuction in grasslands and livestock
Furthermore they pointed to pollution as the priyniactor whereby grassland yields had
declined. Specifically, they referred to dust blagtas the main reason for damage of
grasslands because it comes from the mine and dheehigher grassland impeding a
normal growth. As peasants also pointed out théirgeof grassland and clean water has

also caused the reduction of livestock. A peasanlike this:

“Without doubt grasslands have been gradually distimg since the arrival of the mine.
Before the grass up until 50 cm, now it barely fesc5 cm. As a consequence we can not
have as much livestock as we used to have in thoss when we sold them or their
products such as meat, milk and cheese”.

AMC functionaries had a different perspective ore thain reasons why crop yields,
grasslands and livestock have changed.
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The first main reason is related to the naturaimgnoof on the population which has been
causing pressure on the subsistence resourcesoacidgf the families to considering
alternatives economic activities. Added to thighe fact the natural resources are being
depredated by the peoples’ “incapacity” for applyadequate practices of management in
agriculture and livestock and grassland (GolderD720E4-54). | think instead of
“incapacity” peasants are not being properly undexs this claim will be discussed in
Chapter six.

However, the following table shows that in two loé tthree districts of the ARBC the total
population has increased significantly, but in har@as (main characteristic of AYBC) the

population has only grown in San Marcos.

Table 15. (fronwww.inei.gob.pe

Total District Population

Year San Marcos | Huachis | San Pedro de Chana

1993 11660 4343 2472

2007 13607 3758 2668
Percent change 14.3% -13% 7.9%

Rural District Population

Year San Marcos | Huachis | San Pedro de Chana

1993 8876 3582 1901

2007 9864 2482 1704
Percent change 11.1% -30 % -10 %

One of the reasons for population decline in rumed¢as is the migration to urban

environments in which there ismore employment ahgation opportunities.

In this sense, rural population decline in two nitis$ implied that “natural” growth might
not be one of the causes of decreases in cropk gielsslands and livestock.

Another reason pointed out by the boss of CRO whizh already been mentioned is the
fact that peasants prefer to work in the “Plantt®il instead of working in their lands.

An ex- functionary of CRO that now is working atrid Fund pointed out another reason:
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“Those lands in ARBC were and are of low fertililgpreover before the intervention of
AMC potato plots in the area produced nine tonnepaiatoes, and then there was a
increased to 12 tonnes”

Indeed, in 2004 AMC contracted the Canadian coastfbtantec to elaborate a monitoring
report for soil and vegetation. This report corssistimary in comparing the state which
soils and vegetation were before the arrival ofrthiee (based in a report conducted by B
and R in 1999) with the state in which they cokecthe information in 2004.

According with this report, the soils in the prastruction phase presented limited
capacities for agriculture due to its poor quadityd high erosion potential (Stantec, 2004
22-55).  Furthermore, from the perspective of sf@ittility, it is considered that
exchangeable nutrients (Ca, Mg, K, and Na) are wtige required range to support the
production of crops and probably require the uskerilizer supplements (Ibid).

Stantec identified two possible impacts causedheyrine, the first of them are related
with crops yields: “The Antamina crop area coukd ddversely affected in theory as a
result of exposure to the phototoxic elements a@use mining activity. The routes of
exposure could include crop irrigation using watditained from streams located at
downstream from the effluent exhaust points of n{gencentrator effluent, effluent from
tailings, mine dewatering)” (Stantec, 2004: 52-5bgy emphasized that there were only
two plots with irrigation system during the samgtethis sense, prevalence in the use of
rain fed irrigation and thus the lack of contactlod water related with the tailing effluent
(more specifically, Ayash river water) indicate@tlhe crops yields suffered insignificants
impacts (Ibid: 53-55). Nevertheless, this conclnssaggests that in the case there is some
contact among the water and the crops, they migfgrsan impact in their yields.

The second possible impact is related with livdsfmoduction, the report pointed out:

“The potential exposure route is not covered in aoid vegetation data. Gathered here is
the exposure of animals to toxic elements in dnigkivater leaks potentially influenced by
mine. It is possible that the levels of these etdsnare acceptable in the food and yet are
above acceptable levels in drinking water. In ortiefocus the entire end of the production
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and use of farm animals it is necessary to consfdem what sources the animals is
drinking water”(Ibid: 53-55).

Since this report is not assessing water qualitasuees, it took data from the report
conducted by the same consultant in 2003: Monigpgrogram of environmental aquatic

effects.

5.6. Results Summery

Since the arrival of the mine ARBC has undergorniemint effects. Is possible to
recognize that there have not been positives de#etts in employment or creation of
commerce and supply chains. However, there has &#ee¥xploitation of works made by
the Corporate Social Responsibility program of AMG.between the indirect effects is
notable the creation of corruption among publichatities and the implementation of
populist polices such “Plan Piloto” in order to aibt more votes in the next municipally
elections. Effects in natural Resources accessnare visible. Despite the numerous tests
taken by the MNC prove that there is not pollutianthe river and the lands. This is
certainly not accepted by the ARBC because thepatdarust in those results since they

were paid by the mine.
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Chapter Six

Discussion: Local Narratives about Natural Resources Access and

Development caused by FDI within Discourses Analysis

6.1. — Introduction

In this Chapter | shall discuss the relation betwia results described in chapter five, and
in order to respond my third research question wheals with local narratives about FDI,
Development, and Natural Resources Access. | vistu$s this issue within discourse

analysis.

Since its arrival into the Andes, AMC has becomenaportant part in local discourses in
different manners. It is not only a generator gditad through economic development to the
whole Ancash region, but it has also been the newtwf attention due the size of the
operation and to a less extent socio-environmeaaaflicts that lifted this unknown area
to the eyes of the national and international media

AMC is regarded as the major investment in Perumaming history and currently plays a

central role in the national economy. Furthermte,dialogue between the MNC and the
local communities gives to this study case partictdatures which are not found in other
cases in national context. Taking into accountetffiects described in chapter five it is easy
to perceive the great influence of the mine in ARB@ere are constructions everywhere
that have the logo of the mine. This influencelsaioticed in San Marcos, where in the
stores, cars, hotels the AMC logo is found as vidtireover the mine built a multiuse hall

which also has a big logo of the enterprise. Furéwvaence that the mine is present in the
mind of local inhabitants is the fact that during fieldwork the people thought more than

once | had some employment relationship with theimgi company, that | was an engineer,
a CRO worker, or a journalist.
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From the interviews and surveys that | conductdthve systematized the opinions in two
groups: The peasant opinions and the AMC functiieginions. From these | will try to

highlight narratives about development through Radt&esources Access and its relation
with FDI. While most of the opinions from the peaiseeferred to the mine in a general
way, they nevertheless associated the foreigneeship with a major capital power, than

it would have been owned by a national enterprise.

Natural Resources Access is present in both naesatind moreover it is the driver through
which they gain shape. | also will try to extendgt narratives within the international
development discourse which is related with thalldevelopment discourse | identified in
ARBC.

In this sense, | shall start the discussion with &MC narrative which is in turn the

dominant narrative within development discourse.

6.2. AMC Narratives about Development in National sale and in Local scale.

The development process in ARBC is not only fornbgdlocal actors but also by the

perspective of development from the four multinaélocompanies: Teck, BHP Billinton,

Xstrata and Mitsubichi, therefore | will first pesgt the role of this perspective in the
production of knowledge in local development.

With the exception of Mitsubishi, the MNCs are ezl dedicated to the resource
extracting business, and according to their webepafey are aware of environmental
damage and are leaders in sustainable developirfenhd a similar message conveyed by
numerous charters and policy reports, which cldiat sustainability in those companies
are focused on safety, health, environmental manage and the engaging with their
stakeholders (mostly rural communities). This wisiof sustainable development is
transmitted to AMC through their different projeasnducted by their Corporate Social

Responsibility entities which | have mentioned lnapter five.

Returning to AMC’s narrative on development at oxadil scale, it is important to note that

chapter four | explained the importance of neobbgolicies in Peru during the 1990s and
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especially in the mining sector. The urgent aticectof FDI for reviving an economy
battered by the massive inflation and all the battames of a disastrous government of
Alan Garcia, mixed with the dominant narrative opr@sperous mine industry related to
effects are expressed through depictions on matemenges and quantitative indicators
which in part were also indicated in chapter fdara TV interview in June of 2001 the
former ministry of Energy and Mining expressed tbhenpliance of the state with the great
mining, which is mostly driven by FDI.

“I would divide the mine sector in three groups:eltld fashion mines which started in the
past and finished also in the past, they left emuimental damage that is necessary to
repair; small mining which is a social problem wheminers work for subsistence and
cause a tremendous damage into the environmentremdselves; and finally, the medium
and great mining which counts with Environmentap#étt Studies, | call it successful

mining. The funny thing is that even though theiomedand large mining is that it causes

less environmental damage, it is the one that weseimore environmental protest”

(Former minister Carlos Herrera Descalzi, TV progiza Hora N, June, 2001 in Gil, 2009:

341)

Moreover, the presence of the then-president Atefamoledo during the inauguration of
the mine operation on 2001 reflected the dominari¢kis narrative and the correlation of
the decision makers with this development vision.

Allegedly this narrative should have been impliedparallel development of macro
economic growth and local development. However fiid not happen within local

communities during the first years, for instanceha video filmed in 1999 and explained

in chapter five a teacher claimed:
“We are the AMC closest neighbours and the mogjditen as well”
With this quote | will now explain the AMC Narragvat the local scale. As the teacher

pointed out in 1999 ARBC were forgotten by theghrineighbour, and the expectation of

employment, economic welfare and the beginning obmmercial productive chain were
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frustrated with the passing of the time. This ledat series of protests by the peasants
blaming AMC for reneging its promises of local dieyenent.

In response AMC applied by more strengthening thmstitics of Corporate Social
Responsibility through which it tried to “Extinghid=ire”, an expression common in Peru

for referring to the seeking solutions to sociatftiots (Gil, 2009: 129).

Therefore, the mine multiplied its professionalsthim its entities related with CSR
(Communities Relations Office, Mine Found and Aica8ssociation) for start a
paternalistic policy which implied the constructioh an array of works (roads, schools,
community centres, bridges); the implementatiors@tial programs such as guinea pigs
breeding and veterinary care for livestock; the lengentation and improvement of
drinking water and electricity systems; strengthgrof local institutions for the formation
of community enterprises.

However, these paternalistic policies were not \myeficial for local communities, one of

my informants who is the head of CRO put like this:

“The great problem today in CRO is related with graialistic policies we carried out

during the first six years, from 2000-2006. We lsealade a big mistake”

Thereby, interestingly AMC now recognized their ownstakes and there are trying to
solve them with new strategies of development. Agdiog to my CRO informants they are
intending to change their paternalistic function biop with welfare policies and

stimulating competitions among communities throudbr instance, tissue contest,
knowledge school contest. Instead of just givingdh they are now rewarding the most
competitive communities.

However, there is a currently topic | would likereder to. This could change a little bit the
perspective about AMC, but it might also explainywthe company has been financially

generous in concerned with CSR and permitted thenunities to receive many awatds

° For instance: Award for Social Responsibility aBdvironment in enterprises beyond the crisis 2009;
Award for Sustainable Development, 2008 (http://wamtamina.com/04_social/premios.html)
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In September of 2009 AMC announced that their xesehad augmented in more than
70% and they had plans to expand production cgphgi40%, the expansion would cost
US$ 920 millions which would be good for Peruviar tevenue. However, AMC asked to
benefit from the investment program under earrithf@ompodénico, 2009). This means
that from the US$920 millions investment, the gotise will no longer pay taxes in the

amount of US$ 276 millions which could help theioe@l state to improve education,

health and others basic services (this will beudisan section 6.5).

Furthermore, the company is making a great busimeg®ru. In 2000 AMC planned to

recoup its initial investment of US$2.3 billion wih 10 and 15 years, however due high
prices of cooper and zinc, the investment was re@al in the first three years. The
following table shows AMC profits compared with etimine companies in Peru in within
the period 2005-2009.

Table # Principals Large Mine Companies profits Haru 2005-2009 (derived from
http://e.larepublica.pe/image/2009/noviembre/23/REEL109_ 14GR.jpg

Large Mining: Net Profit 2005-2009 in Million of USS

Mine Company | 2005 | 2006 | 2007 | 2008 | 2009 (p) | Total
Cerro Verde 235 | 445 | 805 | 718 617 2819
Barrick 189 | 420 | 490 | 659 627 2385
Southern 910 {1274 (1415|1092 609 5301
Yanacocha 535 | 568 | 244 | 463 661 2472
AMC 862 (1628 1620|1200 1010 6320

Tintaya 78 | 136 | 208 | 200 ND 622
Total 2810(4470|4782|4332| 3525 19918

(p) Projection

Therefore, the company has sufficient financialacity to undertake such investments, and
will carry out, anyway because it means profit. pastulated above it can be inferred that
despite the great interest for sustainable devetopraf AMC, they remain an MNC that

only seeks to increase profits.

19 This program was approved in 1992 when the coumémnt out of hyperinflation and then was repeated i
September 2000 because, first, the economic andl sonditions has changed and, second becauseaittm
a mayor loss tax revenue; nevertheless the progrémngovern for those with tax stability contrastgned as
a strategy for attract FDI during neoliberal 1990s.
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AMC'’s narrative about development at the nationadl éocal scale interplay with each
other because at the national scale they intersdréss (having the government as a ally)
the benefits of FDI through macro economic growdhd at local scale it stresses the
benefits of FDI through the use of CSR programshkinext section | will discuss local

narratives about Development in ARBC.

6.3. Local Narratives about Development in ARBC

Before entering the concrete analysis of the |loeatatives about development among the
array of opinions collected during fieldwork, andrdugh the analysis of secondary
sources; is important to note that ARBC are comtiesin which is not really possible to
feel the presence of the state, in other wordgy, #ne another example of the limited scope
of state of the state’s supply basic services Koirin water, electrification, health and
education) to citizens in rural areas.

Likewise | think is also important to highlight thasions of development from the
communities collected by other agencies as the NB®@ Mountain Institute (TMI),
international agency that has one office such md_and another other in Huaraz.

TMI conducted a strategic program in the Ayash mierer basin in 2006 which attempted
to materialize the vision of development of the gads into and mock-up built by
themselves with the coordination of TMI and the Emvmental Conservation Commission
of San Marcos (ECCSM) or Comisién Pro-Conservacién del Medio AmbienteSsm
Marcos in Spanish. In this sense, the project aitoenteate an own development vision of
the peasants in a period between 2006 and 2016tharsdgiving them the chance of
expressing strengths, weakness, opportunities largats to achieve what they consider
development (TMI, 2006). One of my informants whorked for TMI and was one of the

directors of this project said:

™ Organization formed by the initiative of San Masaztizens in relations of the presence of AMC #rel
fear of its environmental and social impacts. Igdre to be funded by the mine, but its dissideritudis
against the company caused the stop of these fyndiinsomehow, TMI transformed into its the new
financial entity due to the joint participation bbth organization in development projects, evehtueMI
stopped funding them because of the lack of capital
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“TMI and ECCSM worked in Ayash basin for three yedriving conservations projects
gearing to polylepis tree, springs, bio-gardens #mel Inca trail. We thought the visions of
development obtained in the project were going dmtpin that direction, however, the
peasants asked for roads, health, schools, unityergirigation channels, even police

station; in other words, visions of development @@y citizen would like to have”

It is worth mentioning that during the processtuos tproject TMI and the ECCSM did not

suggest any potential producers of such workswiea¢ asked by peasants.

Therefore, in 2006 visions of development of thagaats were similar in relation with the
AMC intentions of development in the local arenavbitheless, peasant perspective of

development will change in the local narrative thatll present below.

If we for a moment return to the theory chapter, ave reminded that narratives are
basically elements of discourses. In other wordsy tare simplified explanations focused
in the causal chains of relations. Narratives foltbe structure of a story with a beginning,
middle and an end. From the information obtained¥BC | will firstly try to discern
some general narratives about development.

Among my informants there was a spectrum of opmittrat at the end converged in only
one position as concerns the performance of AMGs&tisfaction with the presence of

AMC. The president of the Santa Cruz community petput like this:

“Although AMC has generated some jobs and suppatethomically to some of us, it will
never compensate the environmental and social dancagsed in our river, lands, air,
grasslands, yield of corps, extension of our roaeisveen the community and San Marcos.
Therefore if | would put the mine performance incpat | would say 30% of positive

actions against 70% of negative actions”
This informant was the only one who gave some pasfiercent in AMC performance; the

others surveyed agreed in alleging that the presehthe mine has brought insignificant

development to the rural area.
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In this sense, within the opinions of dissatisfactibetween the mining enterprise and
development | have identified a narrative whichal/é chosen to call “development equal
contamination”. In general, the people | talkednt@dRBC through surveys and interviews
referred to the mine as hindrance of developmerd dissatisfaction due to the
environmental and social damage caused by theirdaoatural resources access which is,
in turn the core of their livelihood. However, af@006 the mine intensified its Corporate
Social Responsibility programs by for adjusting vision of development (mentioned in
previous section) to the demands of the local iitaats and in turn calm down the conflict
generated by those demands. These programs evgni@isformed into paternalistic
policies which were identified in two levels: comnali level and individual level. Whereas
the former one is reflected in capital provided tloe emergence of communal enterprise,
the second one is identified in individual paymefiotsthe dead of cattle attributed to the
river pollution or even to payments of US$200 fbe tdeath of a dog. Thereby these
policies allowed the peasant to use environmerdaladje as an element of negotiation in

order to obtain economic compensations.

“Development equals contamination” is an argumehtdevelopment that follows the
structure of a story, with a beginning (contamioiatia middle (compensation) and an end
(development). In this sense, AMC has producedioela of power involved in its vision
of development and in its new role as generat@agpftal, which has shaped the knowledge

of the peasants.

In the 1980s the large mining was considered asntbhst polluting economic activity

(Glave y Kuramoto, 2002: 529), but employed mormaldabour and it did not cause as
many protests in recent years. For instance, iastbementioned case in Contonga mine
which caused serious environmental damage suclailasgtleft exposed in the lagoon

Pajoshccocha. Gil collected data in which the psasavere not worry about those
damages; moreover they described them as harmhessnmimum whereas emphasized
the employment given by the mine (2009, 62). Whepeasant was asked whether

Contonga mine was polluting the environment, skpoaded:
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“Almost nothing, there were trout in the river. Jh&€ontonga mineflid not pollute. They
were smaller than AMC. They gave jobs, the peopl&ed, we lived happy. So we thought
that AMC was going to be even bett¢@il, 2009:62)

Another example was given by one of my informamtemf an NGO whom have been

working in this area and others areas within theQ\Mfluence zone, he put it:

“Those who are not working in AMC will always quasitig its work, and those who are

working (despite they are aware about the bad emwirental damage of the mine) will

always support it. | have seen this in other congmrfor instance in Tupac (a limestone
and coal mine) the peasants are very violenceufgien ask about the mine; in Huancaya
more exactly in Santa Luisa area, the defense ctiserghairman was an employee of the
mine, each time they made assemblies to discussommental issues, this guy was

responsible for boycott them, the prize was to kegfob.”

Thus, it is striking that the local economic grovahused by Contonga mine (and other
mines) through the hiring of local labour and tiheation of supply chains were enough for
make people forget about the environmental poltutiich did not cause any important

protest. In the other hand, AMCs’ paternalisticigieb encouraged even more the creation
of this local narrative, since it is the one of fieev ways whereby peasants can obtain
short-term economic benefits. Moreover they thimkhe least that the company can do to

alleviate the environmental damage caused in stey&ars.

AMC and ARBC Narratives about development are wmtsen with Natural Resource

Access. | will explain this relationship below.
6.4. — The Role of Natural Resource Access in boiarratives
In the Theory chapter | mentioned that one of ile&l$ of political ecology focuses on

resources access rights, local struggles and dcealogansformations. Therefore, | will

apply this political ecology approach for analyzhbdevelopment narratives
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Natural Resource Access plays a fundamental roleoth development narratives due to
the extensive use natural resources such as watkdaad by current mining. These
resources are often owned or used by nearby contieainin order to explain this role |
will first describe how the entering of a mine canp change the definition of space in the
area affected. Bebbington argues that a multinatiamine company could redefine rural
spaces in three manners: natural space resouriceg, they are shared by the local
communities and MNC; institutional structure, which formed by the vertical and
horizontal limitations both for the property as thght of resource access and; social
relationships (2007:300).

Another important dimension of the redefinition roiral space is that the changes (and
resistance generated by those changes, such a$ mosiements) are not only a result of
the implementation of a mining development stratégy impacts local communities. But
also the results of how local actors conceive efrtterritory and the visions of non locals
and international actors have on how it should he development of such territory
(Damonte, 2007 and Bebbington et al, 2007).

Thus, the perception of space and natural res@gawoess are different for ACM and for the

local communities. Whereas for AMC it means an abije, or around which is located the

product they need for increasing their profits; ARBC it means the space around which
their entire livelihood depends. On my opinion ttecal development narrative becomes
stronger with this argument. In the other hand AlMGware that policies carried out in

concerned with land acquisition in the territoryesd the operation area, did not consider
the territorial perception of the peasants. Theysater that this action was a mistake that
will take long time to be remedied, and it is aiswther reason whereby they improved
their Corporate Social Relations policies.

Hence, the main origin of environmental conflicteaamg rural communities and these

industries is the lack of appropriate agreemenistae with use of Natural Resources

(Alayza, 2007: 15). In the most of the cases, ttegeements have their origins in bad
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decisions taken by the state. Therefore, in the sextion | will discuss the decision

maker’s role in both narratives.

6.5. — Decision makers role in both Development Naatives

Another field of political ecology focuses on thentextual sources of environmental
change, particularly state policies. In this sergegision makers role is important for

understanding both development narratives.

Stressing again, while ARBC were the most neglectedmunities by the state, the new
mine expansion during the 1990s seemed to indtbatethe state wanted to erase through
FDI the boundaries that marginalized these comnasmitHHowever, they did want to do it
very quickly and sometimes using politic forces [{Begton, 2007). The observation of
AMC refusal to pay taxes having the economic capdoido so, suggests that they are not
too interested in erase the aforementioned bousglain between marginalized

communities and its development.

Thus, decision makers focused in accelerated tinabof FDI giving taxing facilities and
without asking correctly the compliance of the Eammental Study Impact which should
be worked together with local communities, in fatt1994 the Peruvian Government
signed the ILO convention 169 which is basicallyirgernational right which requiring the
state to consult and obtain an agreement with logadmunities when in the case that state

decisions affect community lands (Alayza, 2007. 25)

States have diminished economic and political w&etion in favor of global market
dominance and corporate governance. They havecalsstrained their social scope and
public intervention in favor of private initiativg®amonte, 2008: 320). Thereby, the state
not only welcomed MNCs with low taxes and flexildentracts that protect them from
future changes in tax laws (as it has seen abov&pte instability, but also leaves its work

to serve their citizens creating a vacuum whiobvisntually filled up by MNCs.
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This is also the case of ARBC, which through itsvalepment narrative, uses
environmental damage as the means to ask for tipdemnentation of basic services.
Consequently AMC through its corporate social resgality programs is taking the place

of the state.

This changing of role of the state and the AMC @t favourable for the future of the
community peasant, because it disables the st&grating marginalized communities to a

national development plan.

6.6. Discussion summary

In this chapter | have looked at the statements faonarrative approach. | have identified
the AMC development narrative which is locatedheg hational scale and the local scale.
Then | continued in identifying the local developrhearrative which was drawn from the
totality of the peasants surveyed. The local nemeamphasize the creation of a new power
relation in the local community to ask for compdiwga every time they felt that their
natural resources (especially water and land) waéisred in quantity and quality. | also
explained the difference in the understanding dtir@ resource understanding, which is
important before, during and after every mine eitatmn plan. The role of decision
makers is of vital importance in including local nmmunities in national plans of
development with a complete understanding of thetrons of development. Their role is
also important for avoiding an uneven distributarassets and for avoiding environmental

conflicts.

84



Chapter seven

Condlusions

7.1. — Introduction

In this chapter | will review the main conclusionsached in my study. My primary
investigation objective was to analyse the conoacbetween foreign direct investment,
natural resource access and local developmentidrsénse | will summarise the results of

my study by going through my research questions.

* How are FDI, Natural Resources Access and Local Development related in
theory?

* What arethe effects of FDI in River Ayash Basin Communities?

« What local narratives exist in Ayash River Basin Communities about FDI,
Development, and Natural Resources Access and how can they be uncovered

through Discourse Analysis?

7.2. Relations of FDI, Natural Resources Access ahacal development in theory

In answering my first research question | found tih@re is a relation in between these
three elements. FDI literature stresses the apjitedocal conditions needed by the MNCs
for providing positive effects in the host econosnielowever, FDI has been changing its
traditional concept of merely a transnational cpitansfers in between MNCs and host
economies. Moreover, there is an increasing inténethe research agenda for discovering
what are the main social changes caused by thanestrof on MNC into a new arena.
These efforts are relevant for achieve new waysiraferstand FDI beyond a driver of
developing country GDP and rather as complex phemom which could provide more

elements to reduce poverty. Particularly | find ortant to take into account the idea that

FDI can be thought as a mixture of capital actoxs lenowledge.
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In the literature it is claimed that least develdpmuntries would tend to have mainly
resource-seeking FDI and that the MNCs do not rsecidg need absorptive capacity in
host communities for the extraction of the natweslources. Consequently FDI in natural
resources sector has limited spill-over effectstf@ host economy (Te Velde, 2003, Lall
and Narula, 2004, Jakobsen, et al., 2005). Indéise, resources-seeking FDI and natural
resource access is an important factor that MN@©@sildhdeal with. Moreover, methods of
host economies to attract FDI into Natural Resauregploitation provides legislation
which benefits MNCs through tax breaks and subsididis is the link between FDI and
natural resource access since the same laws givera$y entry of FDI are not just given
by the same decisions maker, but also are affethiagaccess to resources and the local

development of the people whom depend on them.

The literature on FDI and political ecology hasoalsflected an augmenting concern with
the importance of local conditions as actor wheratt with others actors such MNCs and
the state. | have illustrated the role of Corpofdeial Responsibility as a mean off convey
and joint communicative processes between diffeeetdrs (Georg and Palazzo, 2007).
Thus, | have presented through my project that kedge and actors are part of the
dimension of FDI, and one of the means whereby thiyact is in the use of capital forp
CSR. The following to section will refer more sgelly how my case study has been

informed by the theory on FDI, natural resourceeas@nd local conditions.

7.3. Main conclusion from FDI effects

My second research question deal with the diffeefiects caused by FDI as a capital and
its relations with local conditions in ARBC. | hawdustrated the how Antamina Mine
Company has affected the local conditions of theroanities since its arrival. Former
experience with small and medium mines createdeijgectations in the arrival of the
company, which was fed by the promises of employngiven by the AMC engineers
when they visit the communities. | have demonstrdteat FDI in AMC characterize by
huge injection of physical capital requiring spézed technology and few labor. The
education possibilities in ARBC are very low whiahplied that it is not qualify enough to

fill the high technical skill positions at the mindowever the company has conducted a
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concrete plan of CSR through which there have laubdig array of works all described in
chapter five. | have pointed to the decisions maketax revenue. Currently San Marcos is
the richest district in Peru due to the contribogidax of the mine. Yet | have illustrated the

uneven distribution of taxing since there are sti#iny lacking of basic services in ARBC.

My project has illustrated that FDI in AMC concedrnt®e interaction of diverse actors with
different aims that are interwoven in a socioecoicalationship. These actors include not
only the MNC and local actors, but also distrieggional and national authorities.

In this sense, | have demonstrated the high levalistrust between inhabitants and their
authorities due to the great amount of corruptidmnctv has been stimulated by high flows
of money. Likewise | found negatives impacts in ¢theation of populist plans as the “plan
piloto” which drove to change agriculture habits.

In relation with the changes in natural resourceess, | have illustrated through the
analysis of numerous tests conducted by AMC ors saiater and air of ARBC. According
to the company natural resources has not expedesigaificant changes since the arrival
of the mine, however the perception of the lochhlntants is not the same as the engineers
of the mine. Peruvian laws require the extractinghgany to pay for the environmental
tests which generates a mistrust climate. The locaimunities simply do not believe to
the company because they are paying for the test# aould lead to an interchange of the
results. In my opinion it is understandable whetivertake in to account the corruption

environment that surrounds Latin America.

7.4. The Role of Discourses and Narratives in FDIResource Access and Local

Development
My last research question involves the knowledgiecied through narratives from the
local inhabitants and AMC. From the interviews asuwveys | identified development

narratives in both actors related with FDI.

AMC development Narrative at the local scale sthrds a respond of the continuous

protest of the local inhabitants. The lack of basovices (roads, water and electricity) was
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a huge contrast with the arrival of a 2.3 billiomehine such as AMC. Moreover, whether
this company change natural resources accesstegflét the quality and quantity of the
river and cut the only traditional bridle path iatlveen San Marcos and ARBC. Thus, the
mine started a massive CSR intervention which exsyttransformed into a paternalistic
situation. In this context, peasants identifieds thgituation as an opportunity for
development. Consequently | have identified theetgyment narrative which | have called
“development equals contamination”. Peasants argpowerless anymore, they uses this
narratives in order to obtain economic compensabecause is the only way they could
obtained it either through individual compensatias the purchase of a dead horse
(supposedly killed by drinking water from the riyesr through compensation to the
community such as the building of communal dinnihgkewise, local communities
stopped asking to the government for basic servicas they deserve as any Peruvian
citizen due to the arrival of the mine company. é&rthe mine started to fill the empty
space leave by the state. The communities felttheatompensation given by mine was not
enough for the degree of environmental pollutiom, consequence adopted this new

development narrative,

Thus, changes in the relations of power in actaased by new knowledge about
development which is in turn cause by the injecbbapital proves that indeed discourse

can shape reality and thereby introduce new naestf local development.

7.5. Final Remarks: what could be learnt from thiscase?

My experience in one of the myriad Andean commasitivhich are abandoned by states
policies, make me think that how important is takerect decisions in the up level state
authorities. Local communities must be informedobefand during explorations plans of
multinational mine companies because it will affdoeir way of life. | this sense, for
understand local communities is important to undei their own views of development
and discourse analysis and narratives are a usefufor doing so. It is a mean through

which we can understand and learn new ways of dpuent.
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