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Photo 1 (above): A Matsigenka child from the lower Urubamba region, astride two
worlds.
Introduction:
In 1993, the Peruvian government ratified the International Labor Organization’s
Convention (ILO) 169 on Indigenous and Tribal Peoples in Independent Countries. Part
II, article 15 of ILO 169 affirms the special rights of indigenous peoples to their lands,
and the right to be consulted about and receive benefits from the administration and
extraction of natural resources on those lands, including subsoil resources in cases (like
that of Peru) where subsoil resources are defined as belonging to the nation-state. In the
cases where such projects cause damages, the convention calls for just compensation.
Although the Convention as ratified, as well as other elements of Peruvian legislation
including the Constitution of 1993, article 55, and the Law of Native Communities of
1974 and 1978, guarantees the rights of indigenous peoples to prior consultation about
resource extraction on their lands, in practice, the Peruvian government has interpreted
and implemented the legislation primarily in view of the interests of the state and the
commercial parties, over and above the interests of indigenous communities. This attitude
was made especially clear in the notorious Bagua riots of 2009, when Peruvian president
Alan Garcia’s questioning of indigenous peoples right to consultation about extraction
projects on their lands led to massive and violent protests in northern Peru (Shepard
2009).
Current legislation in Peru guarantees a return of benefits to its citizens from commercial
extraction of publicly owned resources like gas and oil through various direct and indirect
mechanisms including the “Gas Canon” (a system of royalty distribution between
national, regional and local governments), right-of-way payments, and indemnity
compensations. Compensations arrive in the communities through various mechanisms
and legal formalities. A number of different mechanisms are currently at play among
indigenous communities of the lower Urubamba affected since the year 2002 by the
extraction of natural gas in Lot 88, in the Camisea river basin, by means of thirty- to
forty-year concession contracts with a consortium of companies across upstream and
downstream phases: Pluspetrol (Argentina), Hunt Oil (USA), SK Corporation (Korea),
Hidrocarburos Andinos (Peru), Pluspetrol Perú Corporation and Transportadora de Gas
del Perú (TGP). Together, these various forms of direct and indirect compensation are
having a major impact on social, economic and environmental conditions in the lower
Urubamba (Castro et al. 2012; Anaya 2014).
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The lower Urubamba region is occupied indigenous people belonging to five different
ethnic groups distributed among 29 native communities and varying in size from a few
dozen to over a thousand people in each, with a total population of over 13,0000.
Past reports by the South Peru Panel have examined in general terms local people’s
perceptions of the various projects being implemented in their communities by
government institutions, flush with royalty payments, or through direct compensations or
indemnity payments to communities for impacts, damages and right-of-way (Shepard
2012a, 2012b). The panel has also analyzed the overall trends of royalty payments made
to the regional and local governments through the Gas Canon (Castro et al. 2014). In
prior reports, we observed that development projects implemented by the municipal
government of Echarate through Canon royalty payments were some of the least
successful and most criticized aspects of social development in the region, and included
such problematic projects as failed water and sanitation systems, health investments with
little noticeable improvement in health conditions, and other infrastructure investments
that appeared to implemented with little planning or follow-up, and apparently with a
significant degree of corruption. The state was such that the sub-Secretary of Social
Development for the region of Cusco in 2012 described the situation in the lower
Urubamba as “calamitous” (Shepard et al. 2012b). Direct compensations from the
consortium for right-of-way, indemnity payments and damages (such as oil spills) were
viewed in a somewhat more positive light by local communities, including electrification
and housing projects, university scholarships and the transportation of gravely ill people
to medical attention in urban centers. In this report, based on document review and field
interviews carried out in the lower Urubamba from March to August of 2017, we present
an overview of local perceptions about development projects being implemented through
the various forms of direct compensation by the Camisea consortium.
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Photo 2: The “inland-offshore” logistics model avoids roads an instead services well
sites with air and river transport.

Forms of Compensation:
Current legislation in Peru defines various forms of compensation, each with its own
formal particularities, that structure the payment of benefits of damages to the native
communities of the lower Urubamba. These payments are negotiated bilaterally between
individual communities and various companies within the Camisea consortium, since the
initiation of the upstream phase of the project, with values that varied according to the
degree of direct or indirect impacts. Pluspetrol’s payments during the upstream payments
were structured around the concept of “development projects,” based on monetary values
and project concepts negotiated directly with each community. Pluspetrol would first
develop an economic valuation of the impacts generated on the physical and social
environment, and then carry out meetings with the elected officials of the communities in
order to explain the anticipated kind of impacts and propose compensatory projects based
on the values generated by the impact study. Subsequently community authorities would
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inform residents in community assemblies in order for the community to approve or
reject the proposed compensatory project or investment.

Photo 2: An unfinished community center in Segakiato, part of a forty-year, 19
million dollar compensation package from PlusPetrol.

TGP, the company responsible for the pipeline connecting the gas wells of Lot 88 with
the refineries on the Pacific coast, used a very different methodology during its upstream
compensations. They hired the services of the National Council of Valuations
(CONATA) and the Social Capital Group (SCG) to make parallel appraisals based on the
Environmental Impact Study to quantify the compensation for each community. These
values were proposed to community authorities and in most cases accepted without
further deliberation in community assemblies. TGP then paid for community
representatives to come to the city of Quillabamba, where they would sign an agreement
at a notary public, after which the representatives would inform their communities. Many
of those we interviewed have questioned the transparency of these procedures, and the
possibility of manipulation and exploitation of the lack of experience of the community
leaders who participated in the negotiations. Because such negotiations take place in the
private sphere, they are not subject to Peruvian transparency laws regarding public
information. In the end, the negotiations depended upon the skills and experience, in all
events somewhat limited for such situations, of the indigenous community leaders in
office at the time.
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During this “upstream” phase of compensation negotiations, prior to pipeline
implementation, this lack of negotiating experience and skill on behalf of community
leaders seems to have been a decisive factor in the economic values and kinds of projects
implemented during this phase. Representative indigenous organizations such as
COMARU, CENONAMA, AIDESEP did what they could to helpful, however they were
not able to build the kind capacity and empowerment that would have been ideal for a
project of such magnitude. Compensation payments in communities affected by
Pluspetrol activities in Lot 88 began in 2002. A few years later, Repsol begin a similar
compensation for Lot 56. Given the private character of these negotiations, it is difficult
to obtain precise data about specific amounts and uses made of compensations by
communities. We thus depend almost entirely on interviews with community leaders and
other sources to ascertain the amounts and uses of compensation funds. For the most part,
the outcomes of these investments have been disappointing, and in some cases,
disastrous, due to the noted lack of experience and knowledge of community leaders with
the negotiation process. Also, corruption of community leaders seems to be a growing
problem. Here, we detail some of the examples from specific communities where we
were able to conduct interviews or meet with community representatives.
Segakiato
Segakiato, a community on the Camisea River close to the gas wells and with high levels
of direct impacts, began receiving compensations in 2002, after a series of intense
negotiations with Pluspetrol. The amount agreed upon in these negotiations was 42 years
of annual payments of US $470,000.00, which by simple math should add up to US $
19,740,000.00. However the company applies a “discount rate” to this value, resulting in
a total amount to be delivered to the community via development project investments
during this time period totaling US $9,000,000.00. Thus the discount rate appears to be in
excess of 10 million dollars (!). The documents are not public, and Pluspetrol has not
given clear justification for this apparently exorbitant “discount rate,” simply noting that
“the agreement was signed like this.”
Segakiato is investing significant monies from its compensation payments towards
buying small boats for river transportation, a diesel electric generator, health and
educational infrastructure and benefits for community residents, and fuel to supply
electricity. It is worth noting that these investments coming out of community
compensation fees from the company for its impacts on their lands, are being used to
fund basic services that normally fall under the purview of the local and regional
government. In the area of health, the community has invested a considerable amount in
the repair and improvement of its health post, including infrastructure repairs and the
purchase of medical supplies and medicines. Unfortunately, the medical personnel
assigned by the Health Ministry to the health post in Segakiato are mostly absent, leaving
the health post and the various community investments there in a state of neglect.
One of the investments that residents of Segakiato are most satisfied with is a housing
project, funded at the value of 4,500.00 soles (about US $1,500) per family. Given that
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money would not appear to be a problem, and that these investments are supposed to
foster long-term social development, one would have expected a more generous
allowance for housing construction, and also more capacious design integrated into the
local social and ecological reality.

Photo 3: A transport barge belonging to the now bankrupt community company
Segakiato S.A., created with compensation funds.
One of the most problematic investments from compensation funds was the creation of
several community-owned companies that were intended to sell their services to
Pluspetrol and thus generate sustainable, long-term income. The first company was
named Service for the Development of the Lower Urubamba (SERDESBU), created in
partnership with Cashiriari community. Currently, the company is deeply in debt and has
been operating at a loss for the past two years. The other company, Segakiato S.A.C. was
created at the initiative of an indigenous person of a different ethnic group, from a
different village. He convinced the population that the best option to make money was by
creating a service company. However, all of the assets of the company were placed in the
name of this individual, who apparently took advantage of the naivety about business
matters. Currently, the company is bankrupt, with a debt of some two million soles (about
US $650,000), and the community has been advised to invest new capital from future
compensation payments to restore the company. The individual who set up the apparently
fraudulent company has vanished from the region, though thankfully the community has
managed to assign this debt to his name. Nonetheless, given this situation, we do not
believe that investing new money into this bankrupt enterprise is the wisest use of future
compensation funds. In the future, possibly, they will acquire sufficient business savvy to
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manage such a company, but at the present moment it seems likely that another
opportunist will appear to take advantage of them once again.
Among other losses of compensation funds that Segakiato has suffered, a community
leader went to Lima to withdraw $65,000.00 from the bank to purchase machinery, but
claimed he was robbed. The money was never recovered and the person was never
sanctioned for this at the very least highly irresponsible, and perhaps criminal, act.
Such negative experiences have generated a culture of mistrust, monetization and
conflict. Activities and services that would have once been a normal part of communal
social life have become monetized and injected with a sense of individualism,
exploitation and mistrust. At the same time, the market economy has created new
“necessities,” such as the ubiquitous cell phones, industrialized food and the prodigious
consumption of beer and other alcoholic beverages, in detriment to other investments and
uses of money that might bring more long-lasting benefits.
Despite the astronomical values of compensation funds being received, and in some cases
wasted, the community of Segakiato, like many other communities in the lower
Urubamba, does not have basic water and sanitation services. A government project paid
for by Gas Canon funds installed utility sinks and toilets for every household, however
the community’s water system has been mostly inoperative for years. As one villager
noted, “The people here are weak, we are all conformists, and allow ourselves be
deceived. This weakness is not just among our leaders but among community members
ourselves. If someone says we don’t have the capacity to get things done, everyone just
goes quiet, accepts that we can’t get anything done. What are we to do?!” Clearly, the
Matsigenka people need more help building local capacity before they can take on
administration of projects of this complexity and magnitude.
Camisea
We could not ascertain the exact amount of compensation received by the native
community of Camisea, though it is known to be significantly smaller than that received
by Segakiato and other communities we were unable to visit such as Shivankoreni and
Cashiriari, because the size of territories impacted by Pluspetrol activities.
One of the most shocking experiences, shared by Camisea, Camaná and Ticumpinia
communities, was their defrauding by the company known as Amazon S.A. The company
signed a contrat with these three communities to install tap water systems for large sums
of money (in the case of Camaná, discussed below, this sum was 2 million soles, or some
650,000 dollars). The company never finished the installations, and in some cases (as was
the case for Camaná), simply took the money and vanished. Like Segakiato, the
community of Camisea invested in a service community. Although we were unable to
attain more details, the company also seems to be generating losses.
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Photo 4: Abandoned, inoperative tap water systems are found in many
communities.
One of the most notorious cases in the region was suffered by Camisea in June of 2013 1
million soles (about $330,000.00). Like the case of the Segakiato representative, he
claimed to have been robbed in Lima. The robbery is still under investigation by the
Peruvian police, and two suspects were imprisoned. Press reports suggest there was
collusion between the Camisea representative and one or more community
representatives and family members in the robbery, and these people seem to have
accumulated wealth that is difficult to explain otherwise.
In January of 2017, Camisea signed a contract with a Chinese company, the Peruvian
National China Consortium (CNPC Peru), through which the community will grant use
rights to some 45.8 Ha on which CNPC will build its base camp. The community
compensation amounts to a value of about US $3000.00 per hectare per year, which is to
say, 30 cents per square meter per year, for a period of 30 years. This figure is
ridiculously low considering typical market rates for such operations. Moreover, the
contract stipulates that 80% of these funds must be spent on projects implemented in
collaboration with CNPC itself, leaving them almost wholly at the mercy of the company
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as to how the funds are spent. Once again, inexperience and a lack of oversight and
proper commercial advising leaves the communities at a great disadvantage in their
negotiations.

Photo 5: Port at the Native Community of Camisea, now the municipal seat of the
newly created Megantoni district.
During our interviews we heard numerous comments highlighting local peoples’ sense of
vulnerability and naivety in dealing with company negotiators:
The companies, with help from outsiders, take advantage of our resources. We are left
sitting alone. They own everything, they decide everything, they order everything. The
money they give us doesn’t serve us, all we get are crumbs.
The company rules us through its community relations specialists, its anthropologists,
who manipulate us for their own benefit.
CNCP negotiated with the community for a pittance, a few cents per square meter for 30
years. As always, the companies deceive indigenous peoples. They think we are ignorant
and don’t have any rights.
Camaná
Camaná presents another notorious example for the region. As was the case for Camisea
and other communities, Camaná was defrauded by Amazon S.A. Given the lack of
government installed water services, and the inadequacy of a Plus Petrol water project
that provided 40 tap stands for 140 households as compensation for a gas leak in 2005,
the community had decided to invest 2 million soles ($650,000) in its own water project
by means of a contract with this company from Quillabamba, which included provisions
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for installing tap water, village sanitation, and solar powered electricity. The systems
were never installed, only a handful of pipes, solar panels and other materials were
delivered to the community and ultimately divided amongst the villagers. When
community representatives went to Quillabamba to recover the original, signed contract
and initiate legal proceedings, they were threatened by employees who said, “You better
go back to your community or something might happen to you.” Amazon S.A., has not
returned to the community or answered the community’s requests for explanations.

Photo 6: Camaná community member showing consultant Oyola the location of the
gas spills in 2005 and 2012.
Camana is currently in negotiations with TGP over compensation for a gas spill near their
community in 2012 that was closely followed by a series of unusual illnesses and deaths.
The community claims that seven children died due to exposure to water and fish
contaminated with gas. The Peruvian Health Ministry, sent by TGP to evaluate the
situation, claims that all the deaths were caused by rabies. Many people in the community
contest these results (Servindi 2012; Dirección Regional de Salud 2012; Castro et al.
2014).
In Camaná, we observed the initiation of construction on a road to connect this
community with Chokoriari/Tikumpinia on the main course of the Urubamba river.
According to our interviews with community members, the community was using part of
its compensation money to reinitiate a road-building project that had been initiated with
Gas Canon funds, but had been left abandoned. The irony is that the Camisea Gas Project
was originally touted to conservationists as an eco-friendly “roadless” development
project, using an “offshore-inland” model of river and aerial transportation to and from
the gas wells and thus avoiding deforestation and other direct ecological impacts caused
by access roads. And as warned in prior Panel reports (Shepard 2012a), we observe how
regional governments and communities themselves, flush with cash, take it upon
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themselves to build roads that could ultimately compromise the ecological integrity of the
so-called “eco-friendly” gas extraction model for Camisea.

Photo 7: A road project intending to connect Camaná with the community of
Chokoriari (Ticumpinia) on the main course of the Urubamba river: “Roadless
development?”
Kirigueti
Based on our interviews with community leaders, we estimate that Kirigueti has received
to date about about US $150,000 in compensations from PlusPetrol. However prior
community leaders had apparently asked for advances on the annual payments, such that
no payments had been received yet for 2017. The current community president was
deeply unsatisfied with the lack of transparency of such negotiations between the
community leadership and the company, and has requested a full review of all
agreements and disbursements to date. He made the request in February of 2017 and as of
July had no response. Such bureaucratic slow-walking of what would seem to be a
reasonable and straightforward request by an elected community official has reinforced
the local people’s perception that the company has little interest in keeping the
community informed. The situation also feeds distrust of past community officials for
their lack of transparency and adequate record-keeping. Prior compensation funds in
Kirigueti were used to build a community center and heavy machinery that is currently
being rented to the municipality of Megantoni to maintain roads and roads. Additionally,
community funds were also invested in small loans made to community members to start
businesses, although none of these loans has yet been repaid. Compensation funds were
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also used to build aquaculture projects to compensate for diminishing fishery stocks (see
Shepard 2012; Castro et al. 2014), but the results have so far been disappointing.

Photo 8: Community members universally complain of their declining fish stocks
In the opinion of one Kirigueti community leader:
The compensations are not working. They are crumbs that the company gives to the
communities so that they keep quiet. These aren’t projects, they are just experiments.
If Pluspetrol had planned ahead about solving the needs of Native Communities, they
could do it in just a few years [with all the money that is coming to the region]. There
could be a university, a better hospital, better schools. The students wouldn’t have to
leave the community to finish their studies.
There are no results at all in health, no results in education, nor in quality of life either.
Since there are no positive results in these fundamental aspects, I can’t say that there
have been benefits. Just some crumbs of compensation.
And at the same time, we have run out of natural resources. We are worse off than
before.

Impacts, Successes, Failures:
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As enshrined in the legal and ethical framework furnished by ILO 169, compensation
funds are intended to benefit communities for economic and other activities that impact
their lands or damage their livelihoods, even though by Peruvian law they don’t “own”
the subsoil and other resources on their lands. These compensations should ideally take
the form of investments that would guarantee sustainable economic development,
improvements in quality of life, and access to fundamental human and citizens’ rights.
However, as we have observed in past field visits, through the present, is that the
compensation system and associated development projects have been carried out without
adequate planning, without clearly defined long-term goals, without adequate oversight
and follow-up. In some notorious cases, some which are cited above, projects have
appeared to fail utterly or not even be implemented due to theft or corruption. In many
cases, even projects perceived as beneficial have generated unintended negative impacts,
or the benefits don’t seem to match the scale of the investments made and the broader
impacts being suffered in the region. The region-wide failure of aquaculture projects to
compensate for declining fish stocks, and the precarious situation of basic community
health and sanitation conditions are among the most serious examples of such failures.
In this section we examine general trends in investments made in basic necessities for
improving quality of life, including health, education and sanitation projects. We present
positive aspects of these interventions, as recognized by local people, while also pointing
out limitations and disappointments.
Health
Communities have prioritized emergency medical care among the investments made
through compensation funds. This area had been identified in prior work as one of the
best-perceived aspects of community-company relationships. Individuals with serious
conditions are taken to medical facilities in urban centers for sometimes life-saving care.
Although the common perception is that “The Company” takes care of the transportation
and lodging for patients, in fact, any costs for these trips incurred above and beyond what
Peru’s national social health security program covers are discounted from the annual
compensation funds received by each community. In one perverse impact of the new
economic reality, community members who are employed for any time period with one
of the companies operating in the region automatically lose their universal basic coverage
and are shifted to the private insurance sector, which they can rarely afford once their
employment period ends. The paperwork to re-activate national insurance is complex,
and when these individuals have serious problems, the costs are usually absorbed by
community compensation funds. Another perverse effect of the “evacuation” model for
serious health conditions is that it takes over responsibilities that should be filled by the
Peruvian Health Ministry. In the short term, this situation is necessary to save lives, but in
the long term it could inhibit necessary local improvements to the health system. In other
instances, communities are using their compensation funds for basic supplies, equipment
and even construction of facilities, all of which should be the responsibility of the Health
Ministry. As noted in the case of Segakiato, even after the community used significant
compensation funds to build and outfit their own health post, the necessary personnel
have remained mostly absent.
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We conducted a long interview with one health care professional who has worked in the
region for several years, and has observed the evolution of the health situation through
various phases of the Camisea Gas project:
The health problems are serious, and if anything are getting worse, because we have an
influx of new diseases that the residents of the area are not aware of. This lack of
awareness means they get infected at higher rates than people from other parts of Peru.
For example AIDS infection rates in the lower Urubamba are much higher than in other
parts of Peru… Besides we only know about the cases that are reported by people who
come to see us in the clinic. There are certainly more cases, but we don’t have the
resources to survey the entire population to identify more cases… We are very concerned
about the growing number of cases we are detecting in autopsies and in pregnant women
who may have already passed the disease on to their partners or children. And again,
these are only the cases that we can detect directly in the clinic... And other sexually
transmitted diseases are also on the rise, including hepatitis B and others.
Anemia remains a serious problem, and the incidence of dental cavities is also quite high.
Dental cavities aggravate anemia. This is happening due to the consumption of sweets
that has been facilitated by the money that comes into the community. It’s out of control.
According to this person, there are in excess of twenty active cases of HIV-AIDS in the
lower Urubamba communities, and over a dozen people (mostly men) have already died
of the disease. Given the current population of 13,000 people, and the fact that many
cases are likely undetected, this seems like an alarming prevalence of the disease among
a population that is currently poorly informed and ill-equipped to enact adequate
prevention measures.
This health professional confirmed the common perception of local people that instead of
improving, the health situation in the lower Urubamba has gotten worse. As confirmed in
historic studies and prior reports (Toonen et al. 1999; Llanos et al. 2009; Barclay et al.
2014; Cabada et al. 2014; Castro et al. 2014), infant malnutrition, anemia and mortality
remain high, and don’t seem to have improved over the past decade. If anything, the
tendency seems to be towards a decline, perhaps owing to the sudden dietary changes and
noted declines in fishery stocks, as well as the inadequate water and sanitary conditions.
Given the massive government investments through the Gas Canon, nearly 1 billion US
dollars over the past decade, in a district with a total population of only about 50,000
people, and in addition to the considerable compensation funds flowing to the
communities, these health outcomes are simply unacceptable. Government and direct
compensation investments in health, aquaculture, water and sanitation are not achieving
the results one would expect after more than a decade of such large, continuous
investments (House of the Children 2011). Given the size and duration of these
investments, one would expect to see at least some signs of improvement of health and
basic living conditions.
Education
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The most positive experience in the field of education has been the implementation, as of
2014, of university grants for local students to attend the Nopoki indigenous university in
the jungle town of Atalaya. In prior reports we noted how university scholarships to
urban centers like Cusco, Quillabamba and Lima, though initially greatly valued by
indigenous communities, proved a disappointment, since scholarship recipients more
often than not abandoned their studies due to difficulties adapting to the university
regime and life in large cities. The Nopoki program, officially known as the Center for
Research, Professionalization and University Extension for Social Inclusion of the “Sedes
Sapientiae” Catholic University, has its curriculum, facilities and professors specifically
tailored to indigenous students from throughout the Ucayali and Urubamba basins. The
university offers three degree programs: Intercultural Bilingual Education (EIB),
Business Administration, and Agricultural Engineering focused on forestry. To date,
students from the lower Urubamba, who began attending the university via the PlusPetrol
grant program in 2014, have only graduated from the EIB program. Though some
students have not completed their studies, the rates of abandonment are much lower than
in the previous grant program to more distant urban settings. While recognizing this
relative success, university staff that we interviewed noted the difficult ethical situation
they find themselves in, furnishing an education for indigenous youth with funds from
PlusPetrol. They recognize that the curriculum cannot provide an overly critical
evaluation of the economic and social impacts of gas development on indigenous
communities lest their funding be cut. One university administrator noted, “Our hands are
tied. We see the impacts and problems, but we must keep our lips sealed for obvious
reasons.” Some community leaders and members interviewed viewed the university
program with suspicion, as in incubator for professionals who would go on to careers
aimed at working for the company, as a way of controlling the rising young indigenous
talents in the lower Urubamba.

16

Photo 9: School infrastructure has been a major source of government and
community investments.

For these reasons, some communities have preferred to send their talented students with
PlusPetrol grants to universities or technical schools in larger cities such as Cusco, Lima
and Quillabamba. However as noted, students in these larger, more distant cities have had
more difficulty adapting to the setting and finishing their programs. The university grants
are still a relatively recent initiative, and we are only just now seeing the first group of
students graduating from Nopoki and other programs. It remains to be seen what longterm development impacts such investments could bring to the region in the future.
In some cases, communities have used compensation funds to buy basic school materials
or add educational infrastructure to their communities. As is the case of a similar money
from compensation funds being spent on health supplies and infrastructure, such
investments highlight the failures of the relevant government institutions that are
responsible for these services.
Sanitation, employment and quality of life
Some community members have worked as paid employees in various capacities in the
regional economy, bringing direct economic benefits to their families and some degree of
improved access to education, health and food. However, the more widely available
employment opportunities available during the “upstream” phase are currently
diminished, and the number of people with continuing employment are a small minority.
Also, as noted, community members, previously covered under the basic national health
insurance, were automatically transferred to the private health insurance market during
their period of employment. Reinstating them in the national health system, which should
be a regular part of their employment termination, is instead left up to the individual and
local authorities, meaning in fact that many lose their health coverage after a stint of paid
employment, making them dependent on community compensation funds for certain
kinds of treatment.
Some communities including Camisea, Shivankoreni and Chokoriari have used their
compensation funds to purchase electrical generators. Once again, such community
initiatives take the required responsibility away from local and regional government,
while also generating a permanent dependency on ongoing funds for the purchase of fuel
to power the generators.

17

Photo 12: Despite their modest scale and minimal amenities, housing projects have
been among the most widely appreciated compensation projects delivered to date.

The lack of potable water and adequate sanitation infrastructure is among the most
shocking failure of community planning and development to date. None of the
communities has potable water or sewage treatment, despite the fact that the region
receives, in addition to millions of dollars of direct compensation, also hundreds of
millions of dollars of government investments through the Gas Canon royalties. The
situation of water projects has improved from the first field visit in 2011 – when only one
of ten communities visited had a functioning water system. However the water systems
currently in place are deeply inadequate. None of the water systems includes any form of
filtration or treatment, which means surface water, unsuitable for direct human
consumption, is simply piped to households. In the community of Segakiato, which
negotiated a compensation package of over 19 million dollars over forty years, installed
household utility sinks and flush toilets several years ago, but the taps are dry and the
toilets filthy since the current water system is mostly inoperative due to problems with
the water pump. As noted above, several communities invested significant compensation
funds in sanitation projects with the company Amazon S.A. only to be defrauded by the
company.
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Photo 10: Though the community of Segakiato received household sinks and flush
toilets, the water delivery system is inoperative.
Infrastructure and small loans
Some communities have invested compensation funds into loans for helping community
members open stores or other small businesses. In at least one case, Kirigueti, we learned
that the loans had not yet been repaid. Many communities have acquired boats that they
can use to rent or work in the transportation of passengers, small cargo and other services
for the company. Despite the notable failures of the more complex community service
companies in Segakiato and Camisea, boat transportation seems to generate significant
revenues for some communities and individuals. As noted above, even the modest
housing projects supplied from compensation funds in the communities of Segakiato,
Cashiriari and Shivankoreni have been greeted with great enthusiasm by communities.
More efforts should be made to improve and adapt the housing installations to the local
cultural and ecological reality to ensure their long-term viability, as well as incorporating
the badly needed water and sanitation improvements – currently addressed by separate
projects – into the design and long-term implementation of housing investments.
Travel and other expenses
A significant amount of community compensation funds is used to support the travel and
per diem expenses of community leaders during their visits to urban centers like Lima,
Cusco and Quillabamba to meet and negotiate with company and government
representatives and manage the necessary paperwork. During our visit to some six
communities on the lower Urubamba in August of 2017, we found only one current
community president present in the community. All the other community presidents and
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many members of their directorship cancel were away from the community on business,
using community compensation funds to pay for their expenses. Both health care workers
and community members themselves complain that men from the communities on such
trips are often taken to bars and brothels where, in addition to wasting community
resources, they sometimes also contract sexually transmitted diseases including HIVAIDS. Compensation funds are also spent on commemorative occasions such as national
holidays and community anniversaries. Though community members view such
payments as necessary and important, they recognize that much money has been lost or
wasted whether by inappropriate spending, fraud, or outright theft. Many current and past
community and indigenous organization leaders seem to have learned how to take
advantage of economic opportunities to start businesses, send their children to university
and otherwise improve their own lives. But the broader welfare of the communities and
their common indigenous inhabitants has not benefited accordingly.

Photo 11: Cash income has given community members new forms of access to
consumer goods and electronic communications.

Challenges and responsibilities
Of the Companies
Companies involved in the Camisea Consortium and similar projects to come throughout
Peru are required by law to meet certain basic standards of social and environmental
responsibility. Although the companies have, on paper, complied with these
responsibilities through the payment of considerable compensation funds for right-ofway, impacts and damages, these payments have been made without adequate planning,
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guidance and transparency, leading to tremendous waste, inefficiency and possibly
corruption, without the kind of improvements in health, well-being and social
development that one would expect after a decade of such large-scale investments. Local
people feel like they are guinea pigs in a vast, and mostly failed, social experiment, as the
companies and government implement “experimental” projects on a trial and error basis.
Strategic planning, long-term accountability and greater transparency, are required to
achieve real results, development and social empowerment. These challenges and
responsibilities fall especially to the Peruvian government and also to the indigenous
organizations themselves, however the companies cannot simply wash their hands. The
companies also need to do more to prevent and address the environmental and other
problems caused by the fairly frequent spills and other incidents of contamination that
have occurred in association with the pipeline.

Photo 12: Company-sponsored community monitoring projects are widely criticized
for lack of transparency and minimal concrete results.

Of the Communities
The communities and their representative organizations, too, having a growing burden of
responsibility in facing the failures of past projects and ensuring that future projects are
better managed. The communities perhaps face the largest challenge of all, given the
complexity and scale of the task they are responsible for, the steep learning curve
involved, and the accumulation of failed projects and dissatisfied community members to
date. The proper administration of compensation funds and associated projects depends
first and foremost on the community leaders, an adequate communication with other
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community members, and the support and guidance of regional and national indigenous
organizations. Together, the indigenous leadership needs to build its capacity, plan
strategically, learn from its mistakes, and take responsibility for guaranteeing that the
compensation funds which they receive as part of their legal rights are invested in ways
that improve the quality of life and brings social development to their communities. To
date, the outcome of many investments has been disappointing, and many opportunities
have been wasted or lost. The indigenous leadership needs to be more forceful in
prosecuting sanctions against those who misuse funds, whether through waste, corruption
or outright criminal theft. The administration of funds needs to be carried out with much
greater organization, planning and transparency. Though many communities are flush
with cash now, the compensation funds are strictly limited in amount and duration, and
more effort needs to made to use the available funds to generate sustainable projects and
livelihoods for future generations when the compensation funds eventually run out.
Of the State
The Peruvian nation has the obligation to better supervise the exploitation, transportation
and distribution of the natural under concession to the companies. The government also
needs to do more to ensure that the economic returns that accrue to local communities
through Gas Canon royalties as well as direct company reimbursement are being invested
efficiently, effectively and fairly. In this sense, and given the failures noted to date, the
state’s role needs to go beyond mere compliance and enforcement of compensation
regulations as they appear on the books. The Peruvian nation, above all, should have a
vested interest in seeing that its own investments, through Canon royalties, and the
additional investments being made directly by company compensations, are adequately
addressing the social and environmental impacts created by hydrocarbon exploration
projects. In this regard, the Peruvian state must take on a more proactive, impartial
advisory role in overseeing the companies’ activities, negotiations and interactions with
communities.
Conclusions
The Camisea Gas exploitation and associated projects such as the Peru LNG pipeline
represent the largest investment of foreign capital in Peru’s history, and have helped fuel
dramatic economic growth throughout the Peruvian economy over the past decade.
Especially considering the economic stagnation and political violence experienced by
Peru in the 1980s and 1990s, this unprecedented growth of the Peruvian economy has
helped lift millions of Peruvians out of poverty and generated a massive surplus of funds
in both the public and private sector to support development projects throughout the
country. Yet given the major importance of the Camisea Gas resources to the Peruvian
economy, it is tragic, scandalous and deeply unfair that tangible benefits of social
development have mostly bypassed the very region where these resources are being
extracted, and the people under whose traditional territories these resources had
previously lain dormant for millennia. As noted in this and previous reports, and despite
the vast sums of money being invested, social and economic development projects in the
region have often failed, whether due to poor planning of investments, unsustainable or
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unnecessary projects, mismanagement, and outright corruption in the use of community
compensation funds and other investments.
As one community leader commented to us during a prior phase of research (Shepard
2012b):
What is happening in the lower Urubamba isn’t development. It’s confusion. Everyone
has their chain saw, their boat motor, their zinc roof… The rivers are contaminated, the
young people who have jobs don’t plant crops… People have money but malnutrition and
illiteracy are on the rise. There is no food, just cans of tuna. When there’s no tuna,
there’s always beer. What kind of future will their children have?… This isn’t
development. Development is education, health: in other words, living well. True
development happens in relationship with our worldview, with nature.

At the most basic level, the communities were simply not sufficiently prepared to manage
funds and projects of this magnitude. A lack of adequate capacity on behalf of
community members and leadership has been exacerbated by a lack of impartial guidance
from outside advisors in the negotiation and implementation of compensation packages.
Community members complain that their leaders as well as indigenous organizations are
beholden to the companies due to the favors and funds they receive from them. In this
situation, indigenous authorities feel unwilling to pressure the companies for more
generous or adequate compensation packages and projects, or to protest and publicize the
notorious failures noted here. At another level, both the implicated consortium companies
and the Peruvian government itself should have been acutely aware of this possibility,
given numerous similar experiences in oil and gas exploration in other remote areas, and
should have done more to avoid these obvious and preventable pitfalls.
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Photo 13: Beer consumption has risen dramatically as communities have entered the
cash economy.

Lack of planning, oversight and evaluation of outcomes has led to a syndrome of failed
projects, and yet many projects also adequately take into consideration the cultural
conditions of local communities. Millions of soles have been spent on failed aquaculture
projects without an adequate consideration of the cultural changes that would be
necessary to stimulate a people who are used to fishing natural stocks out of rivers to
begin “seeding” fish in artificial ponds. Likewise, the implantation of “productive”
agricultural projects has meant that young people are being paid wages to carry out
agricultural activities that once would have been considered a normal part of productive
social life, such as sowing and harvesting manioc, bananas and pineapple. Such a
monetization of traditional practices and relationships risks distorting the social and
productive systems for future generations.
Disorganized, “shipwrecked” development (Shepard 2012b) seems to have fostered
corruption at all levels, at first mostly among municipal authorities, but increasingly
among indigenous leaders themselves. The growing number of suspicious “robberies” of
large sums of money after bank withdrawals, and the lack of sanctions on those who have
been so irresponsible with communal money, reflect an inadequate lack of concern with
the troubling issue of corruption. The district of Echarate, which was in charge of
administering Gas Canon funds for the lower Urubamba region until this year, appears to
have been rife with corruption, incompetence and mismanagement. The creation of the
new governmental district of Megantoni, with its capital in the growing urban center of
Camisea Native Community, was proposed as a way of bringing responsibility and
management of Canon funds directly to the affected people. However some local people
fear that this move will only bring more corruption into the heart of the native
communities and the Camisea region. The estimated operating budget of Megantoni
District for 2017 is on the order of 650 million dollars, an exorbitant amount of money
which community leaders are not accustomed to managing, especially given the noted
incidents of mismanagement, corruption and possible theft observed in the handling of
compensation funds by some community leaders. According to some community leaders
whom we interviewed, the massive investments made to date have not resulted in
significant social progress, and in some cases appear to have made the situation worse.
Given these failures, and in the absence of any apparent move to change the status quo, it
seems likely that the problems observed with Echarate’s administration of Canon funds
will only continue in the new Megantoni district.
Clearly, the existing legislative framework under which the compensation agreements
were signed have not provided sufficient mechanisms to protect the rights and guarantee
the just social development of indigenous peoples as delimited in ILO Convention 169.
Indigenous communities have signed compensation contracts from a clear position of
disadvantage in the negotiations. The laws are interpreted in a way that seems aimed at
protecting the concession-holding companies, to the detriment of local indigenous
peoples and perhaps the State itself. For example, current law limits the ability of
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indigenous communities to sue companies after the fact if they consider that the
valuations assigned for their compensations are inadequate in light of later evidence.
Currently, there is no specific legal mechanism that allows the State to assume a more
proactive role in monitoring the use of compensations and indemnities dispensed by
concession companies.

Photo 14: Young people in the lower Urubamba region face unprecedented new
challenges and opportunities as their communities adapt to a changing world.

Recommendations
1. Development projects need to be implemented within a broader framework built on the
reinforcement and vitalization of indigenous identities, values and territorial rights.
Projects carried out without a consideration of indigenous cultural values and aspirations
will not result in “development,” but rather a disorienting loss of identity, social norms
and ecological integrity.
2. Indigenous education needs to focus on such cultural values rooted in the community
and the broader territory. A model of development based on continual “flight” of talented
individuals away from the communities will further diminish their capacity for creative
solutions in the future.
3. Communities need to exercise greater protection and control over the use of their
resources and compensation funds, including the prosecution and sanctioning of those
who abuse or misuse their positions of authority.
4. The Peruvian State must likewise do more to assume its duty as guarantor of the
constitutional rights of indigenous populations whose territories are being affected, and in
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so doing safeguard both the country’s economic interests and plans for social
development.
5. The State must develop more effective mechanisms to ensure that companies adopt
appropriate, responsible and sustainable measures to mitigate environmental and social
impacts, respect the rights of the affected populations, guarantee transparency and access
to information, and contribute to more equitable and participatory decision making
processes.
6. The State must assume greater responsibility in monitoring and enforcing effective
sanctions regarding spills and other pipeline failures that have endangered the
environment and local human populations.
7. The State must generate better legislation regarding norms to effectively supervise the
negotiations and agreements made between indigenous populations and companies.
8. A system must be implemented, be it through the public or private sector, that provides
affected populations with adequate information about their rights, potential long-term
impacts of company activities and an adequate valuation of mitigating payments, and
ongoing oversight of the successes or failures of compensatory projects and payments.
Communities should not be left to fend for themselves in this complex and potentially
destructive process.
9. Relevant government institutions (OSINERGMIN) must intensify their oversight of the
environmental and social commitments that companies assume under Peruvian law.
10. Communities and indigenous organizations must assume greater responsibility for the
effective and transparent use of compensation funds, with adequate support from
governmental and private institutions.
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Appendix: Map of Gas Exploration Lots in the Lower Urubamba

Appendix 2: Field Interview format (in Spanish)

1. Guía de entrevista a comuneros – GEC
- ¿Qué sabe sobre los proyectos, ayuda o compensación que ha recibido su
comunidad por el proyecto de Gas?
- ¿E qué se han invertido estos fondos en su comunidad?
- ¿Qué resultados ha visto de estas inversiones, proyectos y compensaciones?
- ¿Qué proyecto/inversión ha visto que ha tenido más éxito en su? ¿Tiene
conocimiento de algún proyecto o inversión que haya fracasado?
- ¿Tiene conocimiento o contacto personal con algún proyecto o inversión en su
comunidad? ¿Cómo ha sido su experiencia con este proyecto/inversión?
- ¿Cómo ha cambiado la vida en la comunidad desde el inicio del proyecto de Gas?
¿Qué papel los proyectos/fondos/inversiones han tenido en estos cambios?
- ¿Está satisfecho con el uso de los recursos de compensación en su comunidad?
- ¿Qué debe cambiar con respecto al uso y/o implementación de los fondos de
compensación en el futuro?
2. Guía de entrevista a autoridades – GEA
- ¿Qué sabe sobre los proyectos, ayuda o compensación que ha recibido su
comunidad por el proyecto de Gas?
- ¿Cómo se administran los fondos/proyectos/compensación en su comunidad?
- ¿Qué función cumple usted en cuanto al proyecto/fondo/compensación otorgado a
su comunidad?
- ¿Qué cambios ha visto que se hayan dado con los fondos de compensación en su
comunidad desde antes de su periodo como autoridad?
- ¿Qué resultados/cambios se están logrando actualmente con los fondos de
compensación en su comunidad durante su período como autoridad?
- ¿Cree que a corto/mediano/largo plazo se están viendo cambios en su comunidad
con relación al fondo de compensación?
- ¿Cuáles son las inversiones que mejores resultados han tenido en su comunidad y
cuales han fracasado durante las gestiones anteriores?
- ¿Qué se puede mejorar en cuanto
compensaciones/proyectos en su comunidad?

a

la

administración

de

las

- ¿Durante gestiones anteriores o durante su gestión han coordinado con las demás
comunidades que tienes proyectos/compensación?

3. Guía de entrevista a general – GEG
(colonos, profesores, personal del centro de salud, otros)
- ¿Qué sabe sobre los proyectos, ayuda o compensación que ha recibido la
comunidad en la que vive/trabaja por el proyecto de Gas?
- ¿Cuáles son los cambios o resultados que ha notado con respecto a ellos en la
comunidad?
- ¿Sabe quiénes administran estos fondos en la comunidad donde vive/trabaja?
- ¿Los proyectos/compensaciones son usados o implementados en su trabajo?
- ¿Usted de manera directa o indirecta ha visto cambios relacionados a su trabajo o
vida en la comunidad a causa de los proyectos/compensaciones?
- ¿Conoce de la existencia del uso de proyectos/compensaciones que hayan
fracasado en la comunidad donde vive/trabaja?
- ¿Cómo podría mejorarse la implementación y uso de los proyectos/compensaciones
que trae el Gas?
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