Sustainable Juruti: A proposed model for
local development addresses the need for
such anagenda and provides guidelines
foritsimplementation, taking into
account one hard fact: the establishment
of alarge-scale mining operation in the
Brazilian Amazon, more specifically in the
municipality of Juruti, on the banks of the
Amazon River in the state of Para.

We hope that this publication will also
serve to provoke discussion on the
potential forms of intervention that

can effectively promote sustainable
development and provide guidance for
companies, government and civil society
on alternative approaches that are more
consistent with the expectations and
concerns of the local populations.

The engagement of the private sector and
the example it sets when implementing
initiatives such as these is paramount at a
time when society is growing increasingly
more demanding in terms of corporate
responsibility.

Sustainable Juruti: A proposed model

for local development proposes a
strategy for setting a long-term
agenda for sustainability, based on one hard
fact: the establishment of a large-scale mining
operation in the Brazilian Amazon, in the
municipality of Juruti, on the banks of the
Amazon River in the state of Para.
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The installation of large-scale projects
in the Amazon is being accompanied
increasingly more closely by civil
society, aware of the impact that these
ventures have on the environmentand
on local communities and their

social relations.

Some companies that are committed
to shifting the paradigm towards
sustainability have taken the initiative
and are pursuing business practices
that not only comply with existing
legislation, but also incorporate
effective and lasting sustainability,
bothin their internal operations andin
their relations with local populations
and with the environment where they
set up business.

In spite of this positive context, there
are still very few innovative alternative
forms of intervention that promote
sustainable local development,
particularly in regions with acomplex
socio-environmental configuration.



Sustainable Juruti

A proposed model for local development

Center for Sustainability Studies of the Getulio Vargas Foundation
ALCOA
Brazilian Biodiversity Fund

" FGV a
GVces

Centro de Estudo:

id
Susteniabicads a EAESP ALCOA FUNBIO



SUSTAINABLE JURUTI: A proposed model for LOCAL DEVELOPMENT (2008)

Development GVces

Support ALCOA

Organization Mario Monzoni, Rachel Biderman, Cecilia Ferraz, Daniela Gomes Pinto

Editing Daniela Gomes Pinto

Collaboration GVces Allan Grabarz, André Carvalho, Claudia Borges, Flavia Pardini,
Henrique Heidtmann, Josinaldo Aleixo, Marcio Halla, Rogério Bento

Collaboration Alcoa Nemércio Nogueira, Mauricio Born, Thais Magalhées,

Fabio Abdalla, Lucimar Menezes, Silvia Fujiyoshi, Amanda Takahashi

Production Carolina Tarrio (MTB 24.255), Bel Brunharo
Graphic Design Carla Castilho | Estudio

Art Assistant André Mariano

Translation Barney Whiteoak

Cover Photos Carlos Silva e Christian Knepper
Printing Log&Print Gréfica e Logistica S/A

ORIGINAL DOCUMENT (2006)

Title Sustainable Juruti: Diagnosis and Recommendation

Development GVces and Funbio

Support ALCOA

Organization Mario Monzoni, Pedro Leitdo, Cecilia Ferraz e André Carvalho
Text Maristela Bernardo

Collaboration Alexandre Ferrazoli, Cibele Salviatto, Erica Farias

This publication was printed on certified paper from forests accredited by the
Forest Stewardship Council (FSC).

L
F Mistas
J: :i ettt gl p—
i o et

FRC =Sl



Sustainable Juruti

A proposed model for local development

SUSTAINABLE JURUTI: A PROPOSED MODEL FOR LOCAL DEVELOPMENT
was based on the report “Sustainable Juruti: Diagnosis and
Recommendations”, drafted in 2006 by staff at the Center
for Sustainability Studies (GVces) of the Getulio Vargas
Foundation (FGV), and the Brazilian Biodiversity Fund
(Funbio), under the supervision of MaristelaBernardo and
with the support of ALCOA.

Thispublication draws on the concepts and proposals of the
2006 report, but it has also been updated with new additions
incorporated over time to mold the model presented here.
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Executive summary

THE CHALLENGE

In2006, ALCOA approached the Center for Sustainability Studies
(GVces), of the Getulio Vargas Foundation (FGV),and the Brazilian
Biodiversity Fund (Funbio) to form a partnership to come up with
a draft sustainable development agenda for the municipality of
Juruti and the wider region, in the far west of the state of Para. At
the time, ALCOA had recently obtained a license to install a baux-
ite mining operation inJuruti, which included the construction of
abeneficiation plant, a portand arail link.

Scheduled to come online in the second half of 2008, the
project promises to accelerate the process of development in
the region. The expectations are for this development to be
sustainable, although the ways of achieving this still need to
be hammered out.

ALCOA has been investing in a series of actions to minimize
and offset its social and environmental impact in Juruti, both
as part of the legal licensing conditions and through voluntary
initiatives, in line with the principles and values established by
the company to assure the sustainability of its activities. By ap-
proaching GVces and Funbio, ALCOA wanted to pursue alterna-
tives to guarantee a long-term agenda for the region that, once
implemented, would transform the experience in Juruti into a
national andinternational benchmark for sustainability, both for
the company and for society. In this context, the projectin Juruti
is an opportunity to develop a groundbreaking and innovative
model of sustainable local development.

In order to understand the context and consider alterna-
tives, the two organizations conducted a survey of the region, an
assessment of the municipal and regional public policies in place
inJurutiand the surrounding area, and also a literature search for




similar experiencesin Brazil and the rest of the world. The search
identified the demand for innovative models aimed at effectively
implementing sustainability in local intervention contexts. The
evaluation of the public policies characterized the region as be-
ing debilitated, both as a result of the social and economic hard-
ships ofits population and also because of the pressures brought
to bear onits biodiversity. And the survey revealed that the local
population has high expectations for the project, often transfer-
ring to ALCOA the responsibilities of the state, or else expressing
concern about the social and environment costs of the mining
operation and how these impacts can be effectively minimized
and offset.

Based on these results and the extensive experience of the
two organizations, as well as the deliberations and discussions
that were held and the knowledge acquired throughout this pro-
cess, the proposed model was a sustainable local develop-
ment agenda for Juruti and the surrounding area. The model
is underpinned by four fundamental principles, considered the
premises for its implementation, and includes a three-pronged
approach to practical intervention.

THE MODEL - THE PREMISES
The model was devised based on the one central challenge pre-
sented in Juruti: the establishment of a large-scale project in a
regionrich in biodiversity, with asocial organization and govern-
ment thatisill-prepared to manage a bout of profound and rapid
change, and a lack of financial resources to meet the demands
of the population. Given this situation, the project comes with
potentially huge and long-term repercussions for a broad range
ofactors withenormous social, economic, political and historical
differences, as well as for the environment.

For the proponent organizations, the response to this chal-
lenge consists of creating the right conditions for the course of the



region’s development to be steered towards a common future
serving the publicinterest. Itisimperative, therefore, for the local
development agenda to be set in such a way as to guarantee the
proper expression of the various interests, ideas and proposals,
the broad and well-informed participation of all stakeholders, and
decision-making processes bound by collectively agreed criteria.
In view of this, the first premise of the model is for a broad and
effective participation by all society in setting this agenda.

There is no denying that these large projects bring sig-
nificant changes to the regions where they are set up: higher
revenues, population growth — and the subsequent additional
pressure oninfrastructure, services and natural resources, not to
mentionthe intensification and diversification of social, political,
economicandinstitutionaldynamics. The consequencesofthese
changes are relevant not only for defining and implementing
public policies and civil society and private sector initiatives on
amunicipal level. They also establish new exchanges and flows,
potentially beyond the municipal borders, thereby redefining
the regional landscape. Another premise of the proposed model,
therefore, isa territorial approach, recognizing that while Juruti
is the hub of the sustainable local development agenda, its scope
may spill over across political borders.

Theintention of the proponent organizationswasto drafta
model that could be applied —and replicated —with the certainty
that the formulation and implementation of a sustainable local
development agenda, given its intrinsic complexity, is not based
onprefabricated models. It needs to be firmly grounded inreality,
so it can respond to the challenges and seize the opportunities
that the reality has to offer. The dialogue with the global, re-
gional and local context in which the mining operation in Juruti
is located is, therefore, another premise for the agenda to enjoy
long-term sustainability and to make sense as part of the existing
actionsand trends.




Just as the agenda cannot be static and needs to be mold-
ed and tailored to the local reality, it also should not be seen by
the company as anisolated initiative running in parallel and de-
tached from its overall business strategy. The model specifies
that any intervention of this nature must necessarily observe
an ongoing process of internal alignment — an internalization
inthe company —so as toincorporate the principles and values
of sustainability into its management processes and practices.
Itis also vital for this process to be closely connected with the
economic and production decisions, to avoid two risks: the cre-
ation of a “make-believe” world within the company, generat-
ing discourse but no practical results, and the improper incor-
poration of new practices that, discredited and ill-assimilated,
can jeopardize the results.

THE MODEL -

ATHREE-PRONGED INTERVENTION

Having these agenda-setting premises as a backdrop, the model
takes a three-pronged, or tripod approach to intervention. The
main leg of the tripod is the collective construction of abroad and
democratic public space. This is achieved through the creation
of a local forum — or council, with the effective participation of
all the interested parties, to discuss a common future serving the
publicinterest, prioritize actionsand formulate along-termagen-
da. The recommended format is for the construction of this space
tobeinspired by the guidelines presented in Brazil’s Local Agenda
21,alocalmanagementinitiative increasingly disseminatedin the
country, with the backing of the Ministry of the Environment and
various civil society organizations with financing potential.

The second leg of the tripod consists, within the scope of
the discussion onacommon developmentagenda, of the collab-
orative construction —with local and regional stakeholders — of
development indicators to monitor the social, environmental



and economic changes in the region. A development agenda
requires tools to accompany the pace and the quality of this de-
velopment over time, to guide the public policies, the dialogue
forums, the public and private investments and the company
itself concerning the changes—undesired or anticipated —in the
region. Itis also hoped that this essentially collaborative con-
structionwill contribute to the empowerment of civil society and
the capacity-building of all the actors involved.

In parallel and in response to the shortage of financial re-
sources that can be spent on social demands and on more sus-
tainable conservation and economic activities for the region, the
model includes the creation of a sustainable development fund
that can raise money and invest in actions based on the needs
identified during the process of monitoring the developmentin
Juruti and the surrounding area and on the priority targets setin
the local dialogue forum.

Sustainable Juruti: a proposed model for local development is not
aninstruction manual. It presents guidelines—that include both
premisesandinterventionactions—toshapealong-termagenda
for the region of Juruti. The quality of the results to be achieved is
inseparable from the capacity of all the parties involved to appro-
priate the model, its concepts and proposals. The primary —and
most important — expectation for the model is that, once imple-
mented and fully tested, it will constitute a public asset, within
reach and at the service of all society.
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The project

Juruti, located in the far west of the state of Par3, in
the region known as Baixo Amazonas, is witnessing
the mostimportant event in its recent history:

the arrival and launch of mining activities by the
company ALCOA in its territory.

The municipality of Juruti was originally founded as a
Munduruku Indian village in the 19" century, and the influence
of indigenous culture is still strong today. It has a population of
35,000 inhabitants, of which 60% live in rural areas. Juruti has al-
ready experienced some important economic cycles, such as the
extraction of rosewood and jute, that did not prompt any stable
or lasting development. The economy is concentrated on tempo-
rary crops, in particular manioc. Fishing, plant extractivism and,
more recently, livestock farming and small-scale commerce and
services (port services, grocery stores, food outlets) are other
activities practiced for subsistence purposes and to supply the
local market.

After some years of mineral prospecting throughout the
region by the company Reynolds Metals, in 2000, ALCOA —one
of the world leaders in aluminum production that acquired
Reynolds Metals in the late 1990s — began prospecting in the
Capiranga, Guarand and Mauari plateaus, located on the Juruti
municipallimits. Following thedecisiontoinvestinbauxite min-
ing, ALCOA beganthe licensing process, preparing Environmen-
tal Impact Studies (EIA) and an Environmental Impact Report
(RIMA), and also staging a series of meetings and public hear-
ings. These actions gave rise to the “35 Environmental Control
Plans” —legal licensing conditions—and a “Positive Agenda” —a
voluntary initiative implemented by the company in partner-
ship with the municipal government. In 2005, the company was
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*Outofscale!

mﬁ_,f granted the Preliminary and Installation Licenses

,h,?‘ and, in June 2006, construction activities began on

the mining project. In December 2007, the Installation
License was renewed.

With reserves of nearly 700 million metric tons, Juruti
has one of the largest deposits of high quality bauxite in the
world. Productionwill beginat 2.6 million metric tons peryear.
Apart from the mine itself, the project also comprises other
facilities. The Juruti port terminal, 2 kilometers from the cen-
ter of the municipal capital, on the banks of the Amazon River,
will have the capacity to handle 75,000-ton ships. The baux-
ite beneficiation plants, located some 60 kilometers from the
town, will be built nearby the Capirangaplateau, the firstarea
to be mined. And the rail link, approximately 50 kilometers
long, will operate with 40 freight cars, each with the capacity
tohold 80 tons.?
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For the population of the municipality and the wider re-
gion, these developments are generating some sizable expec-
tations and uncertainties, and also reminding them of previous
mining projects in the Amazon. Residents are talking, specu-
lating, making forecasts and outlining plans. They are trying to
imagine how it will affect their children, their street, their busi-
ness, their customs, their stream, their forest, their town. Many
see on the horizon opportunities for growth and economic ac-
complishment. Others, however, are concerned about the im-
pact of the project on quality of life and on the environment.

LOCAL PERCEPTIONS
In 2006, a survey conducted in the municipality of Juruti and
in the major cities of Belém and Santarém by the Getulio
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Vargas Foundation (FGV) and the Brazilian Biodiversity Fund
(Funbio) lent continuity to the contact made at the public hear-
ings, providing more insight and confirming the evaluation on
the willingness of stakeholders to engage with the terms of
a sustainable development proposal for Juruti and the wider
region. At least 40 people were polled®. In Juruti, the survey in-
terviewed local leaders, while in Belém and Santarém, it heard
from opinion leaders, specialists and academics, and also from
institutions that, given their constitutional prerogatives, have
the power to intervene or regulate, such as the Ministry of the
Environment’s enforcement agency Ibama and the State Pros-
ecutor’s Office.

When the survey was conducted, the intention was to
capture the perception of the stakeholders at the time. In other
words, instead of investigating “how the events unfolded”, it
sought to understand “how each person felt about the events”,
which permitted a better evaluation of their willingness to act
and obtain results consistent with their emotions, culture, ex-
pectations for the future, mental models and allegiances.

The result of this diagnosis was a broad spectrum of per-
ceptions on the risks and opportunities arising from the instal-
lation of the mining project in the region, reflecting (i) a wide
diversity of personal and group accounts of dealings with the
company and its service providers on the different occasions
they came into contact; and (ii) difficulties of impartial dia-
logue between interest groups that are very distinct in terms
of economic status, values, political culture, language and the
information they have.

Generally speaking, the main concern cited by the stake-
holders polled was the institutional inadequacy of government,
particularly the municipal and state authorities, in its role me-
diating and regulating social relations and in delivering public
policies to seize and capitalize on the opportunity created by



the new project in Juruti. At the time, there was a tendency by
some people to transfer to ALCOA some of their repressed de-
mands and expectations of the state, particularly on education,
healthcare and infrastructure, leading them to envisage arela-
tionship with the company that would be paternalist and/or in
substitution of the state. For some, ALCOA should, without get-
ting too entangled in state affairs, take a step beyond its basic
legal obligations and make a commitment to advancing these
policies in return for setting up business in such a deprived
area. And, although in the minority, there was also the percep-
tion that for the social benefits brought by the company to re-
main in the long term, they would need to be incorporated into
public policy, which would require a greater state presence as
mediator, regulator and sponsor of initiatives for this purpose.
At any rate, the expectations generated demands and doubts
that did not find an outlet in collective management processes
for the changes anticipated in the life of the municipality and
surrounding area.

There was also a widespread concern that the land owner-
ship situation and the potential conflicts arising from this could
stand in the way of a comprehensive and lasting organization of
economic and social life in the region.

Some people naturally and subconsciously identified
the company symbolically with past mining experiences in the
state of Para, arousing some misgivings about ALCOA and un-
dermining the formation of arelationship built on trust. Never-
theless, a willingness to engage in dialogue was expressed by
the vast majority of the local population, even by more resis-
tant groups that saw the installation of the business venture
asinevitable.

The overall impression gleaned from people in the town
of Juruti, the municipal capital, was a combination of hope and
concern. The analysis and evaluation of the project from the
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community of Juruti Velho — closer to the site of the mining op-
eration and, at the time, the main focus of local resistance to
the arrival of the company — was more critical and took into
account a more complex set of factors than in the municipal
capital. Stakeholders in the cities of Belém and Santarém,
meanwhile, took a more regional and state-wide view of the
business venture than those in Juruti, but also echoed their
cautious optimism.

Hope and optimism Locally, the feelings of hope and optimism
were recurring and associated with the opportunities attributed
to the presence of ALCOA, such as:

generation of revenues for the municipality;

chance for and belief in comprehensive progress result-
ing from the company’s investments in the municipal-
ity; and

additional public services and economic activities,
namely processing fruit pulp; investments in fish farm-
ing; development of the fruit, vegetable and farm pro-
duce sector; and commerce in general.

The group of stakeholders interviewed in Belém and San-
tarém, meanwhile, were inclined to view the arrival of the com-
panyasapositive opportunity for the state of Pard, particularly in
relation toits potential to:

support and encourage the state to grow institutionally
and technologically stronger and make the mining in-
dustry the engine of its sustainable development; and
implement an innovative social and environmental min-
ing and metallurgy model in the region.



Caution and concerns The main concerns about the arrival of
the project for residents of the municipal capital relate to:

» disorganized urban expansionand inadequate infrastruc-
ture, particularly concerning the water supply and basic
sanitation;

the climate of competitiveness for the resources and ben-
efits to be generated by the project, which could provoke
resentment and give rise to individual and group strate-
gies to access the company, eroding values such as com-
munity cohesion and solidarity;

the perception that the jobs to be created by ALCOA will
only benefit people with training—or, at the very least, who
at literate — thereby excluding part of the local population
and paving the way for “outsiders” to take advantage of
what s seenas an historic chance for growth in the region;
the healthcare structure, already deficient, would come
under even more pressure given the potentially sharp
population increase;
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apprehensionthatJurutiwill be transformed fromatown
“where you can sleep with the door unlocked” into asitu-
ation similar to Brazil’s big cities, with arise in crime and
juvenile delinquency; and

sentiments indicating that the most cherished aspects
of the traditional lifestyle led by the local population are
already deteriorating.

The primary concerns expressed in Juruti Velho involve:

caution in relations with ALCOA, primarily because of
the perception that, for the population, the presence of
the company diminished once it obtained its Installa-
tion License;

socialinjustice, given the potentialimpactonaway oflife
inwhich survival is guaranteed by natural resources;
environmental degradation, given the potential loss of
biodiversity, landscape and water quality;

the uprooting and destruction of values, expressed in
the fear of weakening family cohesion and the “loss” of




children, eitherasvictims of anincrease ininsecurity ora
shifting away from family values;

» the need to create their own economic prospects, espe-
cially those involving agroforestry communities.

Finally, the perceptions captured in Belémand Santarém
revealed a cautious attitude to the business venture:

» given the anxiety about causing social and environmen-
tal degradation and/or forming enclaves of prosperity
with little financial return for the municipal and state
governments;

» invirtue of the perception of contradictory and/or inad-
equate information on the medium- and long-term pros-
pects for the project in Juruti.
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The objective

The project in Juruti represents an opportunity for
ALCOA to turn the undertaking into a pioneering and
innovative model of sustainable local development,
an international benchmark for incorporating
sustainability into large-scale projects.

For ALCOA, the innovation proposed in Juruti has its roots
in the innovative approaches taken by the company whenitim-
plemented its industrial complexes in Pogos de Caldas and Sdo
Luis do Maranhdo, and is in keeping with the company’s com-
mitmentto sustainability. Thisapproachis compatible with the
global targets that have been set in recent decades and that
are expressed principally in the application of the treaties and
agendas set during the UN Conference on Environmentand De-
velopment (Rio-92).

This route has been taken by some companies around the
world that, aware of their social role, have pursued business
practices that go beyond existing legislation, in an attempt to
contribute more effectively to sustainable developmentin all its
dimensions.

In Juruti, not only will ALCOA comply with the legal con-
ditions set by the environmental license, it will also pursue,
through voluntary and innovative actions, the sustainable
development of the region, since it is aware of the transforma-
tions that will occurand s prepared to play an active role in this
process. According to its own values and principles, “the great-
est challenge in Juruti is to earn the right, every single day, to
operate the project™.

In order to find alternatives for establishing a sustainable
development agenda for the region and to turn the operation
in Juruti into a benchmark in corporate responsibility, ALCOA
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Sustainable development

The best known definition of sustainable development is

the one enshrined in the report Our Common Future®, from
1987, which considers development to be sustainable when
it “meets the needs of the present without compromising the
ability of future generations to meet their own needs”.

The concept is constantly being refined, since it incorporates
the know-how and experience generated by programs
around the world. The Declaration of the World Summit on
Sustainable Development, held in Johannesburg in 2002,
assumes a collective responsibility to advance and strengthen
“the interdependent and mutually reinforcing pillars” of
sustainable development —economic development, social
development and environmental protection —at the local,
regional and global levels.

sought a partnership with the Center for Sustainability Studies
(GVces) of the Getulio Vargas Foundation in S&o Paulo and with
the Brazilian Biodiversity Fund (Funbio)®.

THEROUTE

There are few practical examples, either national or interna-
tional, of innovative corporate intervention models that ef-
fectively incorporate actions to promote sustainability. This
was the challenge posed by ALCOA to the partnership formed
by GVces and Funbio. ALCOA asked the two organizations to
come up with alternatives for setting a sustainable local devel-
opment agenda that could raise the standard of living for the
population of Juruti and the wider region, as well as promote
the conservation and sustainable use of natural resources, in
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response to the transformations that will come from the instal-
lation of alarge-scale mining operationin the territory. Inshort,
along-term agenda.

The partnership was only possible because of the interest
shared by the company and its partnersto collaborate in an effort
to make Juruti a model of sustainability, since this is the sort of
challenge that lies at the heart of both institutions — GVces and
Funbio — invited to participate in the process. The partnership
also sprang from the premises that such an agenda is feasible
given the dedication of the company, since ALCOA has made an
effort in recent years to incorporate sustainability into its activi-
ties, bothin Brazil and abroad.

In 2006, the partners drafted the report Sustainable Juruti:
Diagnosis and Recommendations, which was prepared after exten-
sive bibliographical and field research that not only presented a
diagnosis of the situation in the region, but which also identified
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Sustainable local development

In this publication, the concept of sustainable local
development rests on promoting an improvement in the
quality of life of the population, based on its capacity to
manage —which is not limited to public policies—the
resources available in a given territory. While local
government is considered key to this, the importance of
engaging civil society and the private sector in the process has
grown over time, not only in proposing alternatives, but also
in the decision-making process and in raising the money to
finance such a development agenda.

Concerning the territorial locus, the local development
focuses primarily on the municipality, although without being
strictly limited to its borders, since it will inevitably overflow
into the regional context and develop a synergy with the
surrounding area.



the concepts and proposals for a potential local development
model for Juruti and the surrounding area.

This publication, Sustainable Juruti: A proposed model for
local development, draws on the formulations made in the 2006
report and supplements its proposals with the results of the
deliberations, discussions and actions taken since then and
with the new insight gained in the process. The resultis a sus-
tainable local development model for Juruti and the wider re-
gionthatconsists, essentially, of four major binding principles
—premises—for handling the process and a three-pronged ap-
proach to intervention.
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interview franklin feder

!

“Our intention is to make Juruti the
best mining project in the world™

Franklin Feder is president of Alcoa
Latin Americaand the Caribbean

ALCOA has already obtained the official licenses ne-
cessary to operate in Juruti. Why do more? Why the
interest in turning Juruti in an international ben-
chmark for more sustainable mining?

ALCOA is a 120-year-old company, which has been operating in
Brazil for nearly half a century. And the tradition at ALCOA has al-
ways been to do more. The big projects, such as the very installa-
tion of ALCOAin Pogos de Caldas, in the early 70s, and, in the 80s,
thefactoryinS&o Luis,inMaranh&o, both had thisintentiontogo
astepfurther. Thisis part of our way of being acompany. Further-
more, mining projects like the oneinJurutiwill operate for several
decades. Merely adapting tothe termsof the license is absolutely
insufficientto guarantee long-termsustainability. We need to set



out based not on today’s conditions, but in view of the context

30 to 50 years from now. Our intention is to make Juruti the best
mining projectin the world. We realize that it might be unattain-
able, but this target matters to us, it helps us mobilize the hearts

and mindsofall Alcoans. What
does best mean? How do we
gauge this? By talking to our
stakeholders. Gauging the
satisfaction of our clients, our
employees, our suppliers and
the communities where we do
business. Mining in Northern

“We believe that if we can make
Juruti abenchmark, itwill be
good not only for Juruti, but also
for the whole Northern Region,
for the mining sector, for Brazil
and also for ALCOA”

Brazilhas seensomevery negative experiences. We believe thatif
we can make Jurutiabenchmark, itwill be good notonly for Juruti,
but also for the whole Northern Region, for the mining sector, for
Brazil and also for ALCOA. Itis a target with greatintrinsic value.

At what point did you feel that it was necessary to
establish partnerships with other institutions?
The last time that ALCOA worldwide opened a bauxite mine was

30 ¢ 31 part1-thechallenge



nearly 50 years ago. So there are very few Alcoans still working
today who were involved in the last mine opening, in Australia.
Thisisone point. The other is that the operational hypothesis be-
hindJurutiwas that the construction of the mine, the port, therail
link and the beneficiation plant would be relatively easy, while
the bigger challenge would occur in the social, environmental
and political sphere. So, right from the outset, we decided to as-
sume the position that our main business is aluminum produc-
tion. We know all about producing aluminum, but we don’t know
everything about opening a mine in the middle of the Amazon.
The conclusionwas obvious: let’s find the best partners, whether
they are in Brazil or abroad to help us with the project. We didn’t
have the know-how, but we do know that expertise and good
ideas are not exclusive to ALCOA, so why not learn and work to-
gether? And so came the partnerships.

The model proposed by the FGV and Funbio calls for a
long-term local development agenda with concrete
actions (the creation of a forum, indicators to mo-
nitor the development, setting up a fund). Why does
ALCOA believe in and stand behind this model?

When the model wasfirstreceived by the company management,
we looked it over and evaluated it, and we were unable to iden-
tify whether it contained any flaws, whether an incorrect prem-
ise had been used in its creation. So, according to our vision of
the region and the project, the model has a very sound logic. The
model offsets and resolves several challenges that we still face
with other ventures. This model did not come from an analysis
of the challenges inherent in our projects, it is a very smart solu-
tion. Having said that, there is still an enormous way to go. The
council is just getting started, the indicators too. The creation of
thefund, its mechanisms, the resources, it'sall very incipient. We
areplayingitby ear. But | have notencountered anywhere across



the ideological spectrum, from  “We work with the premise

left to right, anyone who has  thatsociety today will no

told me: “This pointis flawed”.  longer tolerate static mining

I think it is a pragmatic model  projects, inwhich the board and

and | think it addresses all the ~ the managementlive in gated

main challenges. communities with golf courses,
stores and restaurants, in

Does a project that goes absolutely disparate realities,

a step beyond the license  divorced fromwhatisonthe

requirements addvalueto  otherside of the wall”

the business?

Our belief and our experience tells us it does, to the extent that

you earn, on a daily basis, your license to operate. There is the li-

cense issued by the proper authorities, and this is very important.

But just as important, or perhaps even more so, is the license to

operate that is granted by the local community, because this is

where you'll be living each day. The world’s big mining projects

traditionally have walls enclosing the mine, in a restricted area.

This is not the case in Juruti. The project in Juruti was conceived

as a 21t century project, with no walls or boundaries. The opera-

tionisfundamentally integrated into community and at any time,

if the community does not grant us its license to operate, it can

halt production, whether on therailroad, at the portorin the mine

itself. We work with the premise that society today will no longer

tolerate static mining projects, in which the board and the man-

agement live in gated communities with golf courses, stores and

restaurants, in absolutely disparate realities, divorced from what

isonthe other side of the wall. Society will not tolerate this type of

project. Much of what we have done and are going to do involves

this concept of going a step further and making Juruti a distinctive

and innovative project. We are approaching year three of the in-

stallation, with all kinds of challenges, but the progress has been

remarkable, exciting and a sign that we —and when | say we, |
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don’tmeanjustALCOA, butAL-
COAandits partners— arevery
possibly on the right track.
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Can you give an example?
The results of the survey
conducted by Ibope, in early
2008, illustrating that 89% of
the population of Juruti sees
the installation of the compa-
ny in the region in a positive
light, is a good sign. But one
excellent example is the for-
mation of the Sustainable Ju-
ruti Council, which originated
from the diagnosis and the

:= } model proposed by FGV and

Funbio, and which for me was

very exciting. This council is

formed by members of the
w —— "'-ii .

community, ALCOA and the

local authorities. Although
the council is still finding its feet, it is innovative and, particu-
larly in the face of such enormous challenges, it is very distinc-
tive. The simple fact that local authorities, civil society and
business have joined up and said: “Let’s work together”, with
the business operator as only one part, one voice within this
group, speaks volumes about the three sides involved. It says
alot, first, about civil society in Juruti. After all, if we look at the
HDI and other indicators, we might ask ourselves: “Can the civil
society really organize itself to such an extent?” Second, it says
a lot about the Juruti authorities, which, needless to say, lack
resources and face a host of challenges and difficulties. Finally,



I am very proud of the position taken by ALCOA, which made a
conscious decision to say: “We want to be involved too”. For a
company with the tradition, the weight and, what’s more, the
complexity of ALCOA, doing something like this was a huge step
forward. Another example occurred recently: a number of land
occupations were staged in the region, not juston ALCOA’s land
but also on the property of other private owners. The council
metandcametoaveryreasonableand considered decision that
impressed and moved me, given the maturity of the response.
First, because the council took a position and, second, because
of the position it took. | know we are only at the beginning,
still constructing and implementing the project, with 60 years
ahead of us, but they are significant signs. If we can make work-
ing together a permanent commitment, we really will have a
chance to turn this into a benchmark project. Naturally, | don’t
want to underestimate the challenges, since there are all kinds
of new challenges emerging every day. However, if this conduct
can be preserved by us at ALCOA, by the public authorities and
by the community, then | will be very satisfied.

Is it possible to equate the weight of a company the
size of ALCOA with a local government with scarce
resources and a small community? How do you balan-
ce out the differences so everyone has a voice?

Each of us will play a different, distinct role. In the latest chal-
lenge involving the occupation of private land, part of the final
solution consisted of registering the occupiers, finding some-
wheretorelocate them, buildinghousing, etc. TheJurutiauthor-
ities do not have the resources for this. Neitheris it up to ALCOA
todo this. But the federal government has specific measures for
thistype of situation. So, how do the partiesin the council work?
Since we are a business with a certain standing, we can help
by scheduling meetings with ministers and the president’s of-
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fice. Buta business operator turning up at the Ministry of Cities
or to the Chief of Staff with a report on land occupations is not
going to achieve much. What is absolutely vital is for the local
authorities, the mayor, the president of the town council to be
present in these meetings. Moreover, if they are accompanied
by the council’s civil society representatives, then they carry
even more weight. This is a classic example of how the three
parties, acting in conjunction, can resolve a very difficult social
issue. Could ALCOA do this alone? No. Civil society? No. The lo-
cal authorities? Unlikely. But, together, there
ishope forasolution. The council isinitsearly
infancy and I believe that, in the years ahead,
itwill learn to work in conjunction.

Isn’t long-term development the res-

ponsibility of the state? What role

does ALCOA envisage for itself?
An aluminum company rests on two pillars: electrical energy
and bauxite. The bauxite in Juruti, where there are large re-
serves, is high quality. Why are we in Juruti? Because at ALCOA,
an aluminum producer, we need high quality bauxite at a com-
petitive price. But it is not our tradition to address this need
from a purely economic point of view. When we started out in
Pocos de Caldas, we were already mining differently. Our ini-
tiatives in revegetation and remediation are case studies. And
itis initiatives like these that enable us today, 40 years later,
to continue operating a factory that is extremely well regarded
in the town. The shareholders have benefited from this, ALCOA
has benefited, the community likewise, and the environment
has been preserved. | understand the importance of the role of
business, not only as a sponsor, but as a catalyst. | can’t com-
prehend how a business can be absent, it just doesn’t fit the
context of aproject like this.



Were any changes to the culture of the company made
after the installation inJuruti?

I think this process has already had, is still having and will continue
to have an impact on our internal culture. We are a very youthful
company, the average age of Alcoans in Brazil being 33 years old.
So, many Alcoans joined the company after the installation of the
factory in Sao Luis and witnessed several years of positive news, of
successive acknowledgements. The project in Juruti, which posed
numerous and varied challenges in the community, namely with
thelocal authorities, suppliersand employees, did indeed affect the
culture of the company. And the initiatives that were taken, to con-
frontallthe challengeshead onwith full transparency, will leave be-
hind some important seeds for future leaders to run the company.

Does the fact that ALCOA is now sitting down with the
government and the community make any difference?
Notonly sitting down and working together, but also engaging with
the various partner organizations and institutions. We have always
had this tradition of partnership and dialogue with society. But there
is always room for improvement. This was the case with relations
between Alumar and the metalworkers’ union of Sao Luis, which
used to be routinely tense. There used to be 30 to 35 rounds of talks
before any agreementscould be reached, demonstrations at the fac-
tory gates. Over the past two years, we have been working closely
with a research firm connected to the [trade union federation] CUT
called Observatdrio Social [Social Observatory]. We asked Observatorio
Social to visit the factory, make an appraisal, talk to the employees
and publishareport. The latest negotiationswith the S&o Luis union
were the quickest and best we’ve ever had. | think this attitude of
“let’s sit down, talk and find a solution that’s good for you and good
forus”istheanswer. I think this messageis permeating and will con-
tinue to permeate throughout the company and, who knows, per-
haps we caninfluence other companies with this vision.
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The premises






The premises

The model for implementing a sustainable
development agenda for Juruti and the surrounding
areais grounded in four binding principles

PREMISE 1

ABROAD AND EFFECTIVE PARTICIPATION of all society
in shaping the agenda, representing interaction between
stakeholdersin pursuit of acommon future and answering
the question: “Act with whom?”

PREMISE 2

A TERRITORIAL APPROACH, which considers that the
transformations arising from the project will extend be-
yond the borders of the host municipality, with Juruti as its
hub, and answering the question: “Act where?”

PREMISE 3

DIALOGUE WITH REALITY, which puts the agenda into
context, based on the global debate on development and
corporate sustainability initiatives, and on regional and
municipal public policies.

PREMISE 4

INTERNALIZATION IN THE COMPANY, which acknowl-
edges the need to assume an ongoing process to reinforce
the company’s sustainability strategies and practices.




PREMISE 1

ABROAD AND EFFECTIVE PARTICIPATION

The model should be grounded in the social process of
negotiation, consensus building and decision making,
assuring the effective involvement of all interested
parties, so as to realize the public interest.

The challenges posed by the arrival of the project in
Juruti are not easily resolvable, although they are normal
insuchapluralenvironmentasthe onefoundintheregion,
withitsstrikingculturaldifferences, political conflicts, poor
access to information, not to mention the historic remind-
ers of the social and environmental impacts resulting from
previous mining projects in the state of Para. Therefore, a
local development agenda needs to be set in such a way
as to guarantee the proper expression of the various in-
terests, ideas and proposals, the broad and well-informed
participation of all stakeholders, and decision-making
processes bound by collectively agreed criteria.

A local development agenda needs to be set in such a way as to guar-
antee the proper expression of the various interests, ideas and propos-
als, the broad and well-informed participation of all stakeholders, and
decision-making processes bound by collectively agreed criteria.

For dialogue to be productive, all discussion needs
to be essentially public. That is, the support and the joint
actions between the company and the interested parties
need to be conducted in the public eye and submitted to
review by the proper groups, namely councils, committees
and forums, in order to enlist new partners and identify
and prevent risks and errors. The model for the sustain-
able local development agenda is, therefore, grounded in
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the social process of negotiation, consensus building and
decision making, in order to realize the public interest —
without losing sight of its effective implementation —em-
phasizing the valuesinherentin the conceptofsustainable
development, suchas ongoing dialogue, respect, effective
stakeholder engagement and adherence to the process.

Dialogue forms the basis of the processes aiming to
preserve a harmony between the pillars of sustainability
(economic, social and environmental). It should not be
considered only as a means of minimizing risk, since this
would open the door to unilateral persuasion strategies.
True dialogue only exists when there is a climate of mutual
trustandawillingness to listento others, understand their
arguments and then change or alter your initial opinion
based on empathy and the knowledge acquired from the
exchange.

In the public arena, the attention and deference paid
to others hinges essentially on the acceptance of differ-
ences and an appreciation of diversity, which are recog-
nized as being important for collective growth. This respect
for others exists when we understand that other people’s
opinions are just as valid as our own and ought to be taken
into account as amatter of equal rights.

Participation is one of the principles of democracy and
concerns the right and the duty of every person to take part
and to take responsibility for what happens in society. De-
spite significant progress in participative citizenship, there
persistsinBraziladeep-rootedculture ofexclusion thatoften
uses participation symbolically to legitimize undemocratic
situations. Genuine demaocratic participation only occurs
when there is full access to information, coupled with the
competency to process and interpret it, which means that
training is vitally important for participation to really exist.



Finally, concerning the process, sustainability is not a
placeonecanarrive at, butratheramethod thatgenerates
ongoinginterchange andlearningalong theway. The qual-
ity of the process isimportant given its capacity to provoke
behavioral and cultural changes. This concept has special
meaninginthe corporate world, where the cultureis firmly
based on strict and self-serving goals and targets, with no
room for adherence to the process.

For thesevaluestobecomeinstilledinsocietyandsup-
port sustainable relations, we need to channel our efforts
and open ourselves up to ongoing learning, so the “how”
becomesjustasimportantasthe “what” and the “dofor”is
transformed into “do with”, which implies facing up to the
challenge of changing cultures and mental models.

And finally, for these values to be effectively incorpo-
rated into a local development agenda, we need, first and
foremost, to give the process time and respect the differ-
ences in behavior and familiarity with forms of dialogue
and participation. This would guarantee that all the in-
terested parties — particularly the local community —have
enough time to engage in the dialogue and to participate
broadly and effectively.
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PREMISE 2

ATERRITORIAL APPROACH

As the locus of the relations resulting from the
installation of the project, Juruti is the territory
of reference for organizing the local development
agenda. But it is still important to identify the
risks and the synergies between Juruti and its
surrounding area.

Addressing development from an angle that takes
the territorial concept as a reference is an approach that
has been hotly debated. For Milton Santos, knowledge of
the geographic “space” is based on the relationship es-
tablished between society and the space, while the space
is considered as the means of production of reality’. The
concept of the territory cannot be separated from the hu-
mans thatinhabit it and that are constantly modifying it.
Justastheterritoryisa“form”, orasystemof objects, like
the structures of a satellite image, itis also a “function”,
or a system of actions represented by anthropic activi-
ties that alter this landscape. The territory may also be
interpreted as the result of the historical, cultural, politi-
caland economic activities of variousindividuals who ap-
propriate it and transform the course of its history, ina
metamorphosis of the space®.

The activities of the agents of a particular territory
may extend beyond its juridico-political definition, spilling
over its outer limits and revealing that, within the same
territory, heterogeneous and overlapping aspects notonly
define the dynamics of the actors, but also set the limits of
theirinteractions.

This territorial approach is adopted in the propo-
sed model as the basis for evaluating the scope of the




It is necessary to define the territory that is to be monitored,
in order to identify the risks and synergies of the development
process that originates from the installation of a large-scale
mining project in Juruti.

disruption unleashed by the transformations in Juruti.
The central hub of the business activity may be physi-
cally located within the municipal limits, that is, the
“radiation epicenter” may be well defined, but we must
also consider the intensity —and diversity —of the trans-
formations resulting from the development produced
in the territory as a whole. It is necessary to define the
territory that is to be monitored, in order to identify the
risks and synergies of the development process that
originates from the installation of a large-scale mining
projectin Juruti.

The activities of ALCOA will introduce significant
changes to the municipality: higher revenues, population
growth—and the subsequentadditional pressure oninfra-
structure, services and natural resources, not to mention
the intensification and diversification of social, political,
economic and institutional dynamics.

The consequences of these changes will be relevant
not only for defining and implementing public policies
and civil society and private sector initiatives on a munici-
pal level, but they also will establish new exchanges and
flows, potentially beyond the municipal borders of Juruti,
thereby redefining the regional landscape.

Territorial analysis seeks bonds of identity and co-
operation based on the shared interest in protecting and
valuing what a given territory has in resources or capital:
the environment, its natural resources and environmental
services (natural capital); its infrastructure and economy
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In Brazil

The territorial approach, in Brazil, is included in countless
federal and regional projects and initiatives, from different
points of view. Initiatives such as the National Program for
the Sustainable Development of Rural Territories, of the
Ministry of Agrarian Development, works with the concept of
territory as “a geographically defined space (...) characterized
by multidimensional criteria, such as environment, economy,
society, culture, politics and institutions, and a population
with distinct social groups that can be distinguished by social
and cultural elements”. The program explores “the identity
existing between the population and the physical space that

it occupies, enhancing the social and territorial cohesion,

so that this process can identify the potentials and build the
paths to sustainable development™. The federal government’s
2008 Citizenship Territories Program is also consistent with
this approach (see Appendices).



The territorial approach of the Ministry
of Agrarian Development (MDA)

Among the reasons for adopting a territorial approach to rural
development, the MDA lists:

» That the municipal scale is very restrictive for planning and
organizing efforts to promote development. And, at the same
time, the state-wide scale is excessively large to deal with the
heterogeneity and the local particularities that need to me
mobilized with this type of iniciative.

The need for the descentralization of public policies, with the
attribution of competencies and responsibilities to local spaces
and actors.

The territory is the unit that does the best job of gauging

the strenght of the bond between people, social groups and
institutions that can be mobilized and converted into a crucial
trump card for the estabilishment of development iniciatives.

M

M

For the MDA, in the territorial approach, development is the
result of the creation of the conditions for local agents to
mobilize around a vision of the future, around a diagnosis

(produced capital), the human inhabitants, their knowl-
edge, whether traditional or not, capacities and individual
skills (social capital). These types of capital also take differ-
ent forms: in their physical, or tangible form, they include
elements such as forests, minerals, machinery, buildings
and people; in their intangible form, they can consist of
knowledge, networks or the very landscape. The use or
conservation of these forms of capital permits a flow of



of their potentials and constraints, and around the means

to pursue their own development projects. The territorial
perspective allows a proposal to be formulated focusing on
people, taking into consideration the points of interaction
between the sociocultural systems and the environmental
systems, and taking account of the productive integration and
the competitive capitalization of these resources as means of
making possible the broad cooperation and co-responsibility of
various social actors.

It is, therefore, a vision that integrates spaces, social actors,
markets and public intervention policies, which is intended

to attain: the generation of wealth with fairness, respect for
diversity, solidarity, social justice and social inclusion. These
values and results can only be achieved if development is not
considered as merely a synonym for the economic growth of
these territories, but instead as something that involves multiple
dimensions — economic, sociocultural, politico-institutional
and environmental, each one contributing in its own way to the
future of a territory.

goods and services to be used for the well being of society,
both now and for future generations.

Therefore, the spatialization and definition of terri-
tories should be based on the resources or types of capital
in their respective internal and external relations, and the
municipality of Juruti is the focal point for generating and
verifying the occurrence of these relations and forms of so-
cial regulation.
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PREMISE 3

DIALOGUE WITH REALITY

The construction of a sustainable local development
agenda requires the real situation on the ground

in Juruti to be confronted from the point of view of
global trends and also the regional and municipal
policies underway.

Theformulationandimplementationofasustainable
local development agenda cannot be based on prefabri-
cated models. The agenda needs to be firmly grounded in
reality, so it can respond to the challenges and seize the
opportunities that the reality has to offer. An understand-
ing of the global, regional and local context forimplement-
ing the mining operation in Juruti is, therefore, one of the
premises for building a long-term agenda that will effec-
tively become abenchmark in sustainability.

Theformulationandimplementation of asustainable local development
agenda cannot be based on prefabricated models. The agenda needs to
befirmlygroundedinreality, soitcanrespondtothe challengesandseize
the opportunities that the reality has to offer.




InJuruti, three levels of reality need to be analyzed
and incorporated into the process to build a sustainable
local development agenda:

(1) theglobal agenda for sustainability, aimed at dis-
cussions on sustainable development and its incor-
poration into the business practices;

(ii) regional policies and initiatives on environmen-
tal conservation and development that apply to the
planning and management of Juruti and its territory;

(ii1) municipal policies geared towards territorial plan-
ning and sustainable local development.

The global agenda for sustainability

The local development agenda for Juruti should be
consistent with the latest definitions of development
on the global stage and also with the pioneering at-
titude of companies that are incorporating sustain-
ability into their principles and values. The opportu-
nity being presented to ALCOA, the government, civil
society and the proponent organizations is extremely
important for the creation of solid references in the
field of sustainable development.

The global situation and the engagement of AL-
COA inrecent initiatives aimed at sustainability indicate
that there is aleadership opportunity for the companyin
Juruti. Understanding the scale of this opportunity —in-
cluding the obvious inherent difficulties and the diversity
of the stakeholders involved — is essential to create an
environmentin Juruti that is conducive to a multidimen-
tional process of learning and action.




Itisimportant, therefore, to place the situation in Ju-
rutiin the broader context of perceptions about the evolu-
tion of the concept of development worldwide and the role
to be played by companies in building solid references in
sustainable development.

The evolution of the concept
of development

The economic growth that followed the Second World War
prompted the conception that development was measured by the
degree of industrialization of national economies. However, in some
emerging countries, the incipient industrialization of the 1960s

did not produce the anticipated development, particularly in the
fields of education and healthcare, and, at best, only resulted in the
“modernization of their elites™.

This fact raised suspicions about the perception of economic
growth as a synonym for development, a dogma that began to be
challenged by economists from the developing world in the early
1960s, particularly important being the studies carried out by

the Economic Commission for Latin America and the Caribbean
(ECLAC) of the United Nations (UN).

Throughout the 1970s, the international debate flourished on the
search for development models that could combine economic
growth, social justice and the conservation and sustainable use
of natural resources, despite the growing acceptance of the
argument that high population growth in developing countries
was primarily responsible for their high levels of poverty and
environmental degradation.

This new global agenda began to take shape in 1972, when the
Club of Rome published the report Limits to Growth and the UN



Corporate responsibility Although the concept of cor-
porate responsibility is being embraced by a growing
number of companies, its evolution exposes the chang-
ing perceptions about the role of the private sector in
thisarea.

staged the Conference on the Human Environment, in Stockholm.
Meanwhile, two broader approaches to development gained
strength, echoing two decades of debate on the need for this
process to mean more than just the expansion of Gross Domestic
Product (GDP) per capita.

In 1987, the concept of sustainable development was officially
presented to the world in the report Our Common Future and,

in 1989, the Human Development Index (HDI), which combines
GDP per capita with measures of life expectancy and education,
began to be formulated. Published for the first time in 1990, in
the Human Development Report, the HDI rapidly became the best
alternative for measuring the progress of countries. It is published
annually by the United Nations Development Program (UNDP).
The United Nations Conference on Environment and Development,
sometimes called Rio-92, consolidated the global movement

for a form of development that is economically sustainable,
socially just and environmentally balanced. The conference
produced documents that are considered references for improving
governance and guiding the policies of a global society at the end
of the 20™ century, namely the Rio Declaration on Environment
and Development, the Convention on Biological Diversity, the
Framework Convention on Climate Change and Agenda 21.




The first wave of this movement, which still persists -
andremains hegemonic,encompassesasizable number of
business leaders who consider sustainable development
to be a necessary evil, entailing legal obligations, addi-
tional responsibilities and higher costs of doing business.
Consistentwiththisattitude, their businessresponsesboil
downtomereassistential or philanthropicactionsthatare
completely detached from their corporate activity, suchas
donations to community programs.

However, some already acknowledge that the com-
plexity oftoday’s society posesnewriskstobeadministered.
According to this still nascent approach, the corporate re-
sponsibility practices are not limited to assistential actions
andare instead motivated by the company’s reputationand
itsmoral obligations to the societies where it operates.

Finally, forasmall—butastute - portion of the business
community, the concept of sustainability today representsa
whole newway of doing business, by transferring to compa-

In Brazil

The MSSD conducted a survey in South America to determine
what civil society considered a priority in the mining sector’s
adjustment to sustainable development. The research carried
out in Brazil identified the following national priorities:

-

» Local development (59%)

> Enviromental performance of mining (50%)

» Structures and mechanisms for participation by civil
society (46%)

> Instruments and capacity of government (46%)

v

v
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nies the challenge of seizing the opportunities and produc-
ing innovative solutions that not only generate shareholder
value, but also contribute to sustainable development.

A host of opportunities present themselves to any-
one who wants to introduce models that are built on the
premise that sustainability hinges on the competent man-
agement of its natural complexity and on the capacity to
consider, in business planning, the legitimate interests of
different stakeholders and the impact on the environment.

The mining sector and sustainability In 2000, with
Rio+10 on the horizon, nine of world’s largest mining and
metals companies started the Mining, Minerals and Sus-
tainable Development (MMmsD) project?, to determine how
the sector could adjust to the objectives of sustainable
development. The MMSD gathered more than 40 spon-
sors, among them ALCOA, the World Bank and the United
Nations Environment Program (UNEP). The premise was
that the mineral production process could help society to
achieve otherimportantand lasting social, environmental
and economic objectives, while also meeting the demand
for mineral products that are essential for our contempo-
rary economy. Furthermore, it acknowledged that in the
places where it does not take these goalsinto account, the
sector has faced mounting problems and failed to obtaina
“social license” to operate.

The project painted a challenging picture for South
America. Besides the efforts to reevaluate their own cul-
ture, the companies have to deal with the weakness of the
publicinstitutional framework, the lack of data to support
decision making, deficienciesin the provision of formaland
informal educational opportunities and the lack of infra-
structure. Meanwhile, social participation in the govern-




ment has increased, with greater use of democratic mech-
anismsintheformulation,implementationandevaluation
of development initiatives. As a result, conditions such as
transparency, accountability and flexibility have started to
become qualities that are expected of public and private
institutions and of civil society organizations.

To confront this situation, the MMSD identified distinct, but
integrated, problems for the state, companies and society.
The governments would consolidate an agile, democratic
and transparent framework that protects social rights, be-
sides ensuring a healthy and stable investment climate, in
order to attract companies with the highest standards of
social and environmental performance. The companies,
meanwhile, without undermining the role of the state,
would be more sympathetic to the communities and show
more commitment to local development, building citizen-
shipandstrengthening governance. And, finally, the civil so-
cietywouldexerciseitsrighttoparticipateand acknowledge
the responsibility to the future it shares with governments
and the private sector. The evaluation of the MMSD provided
input for the principles of the International Council on Mining
& Metals (ICMM), an international association created in
2001 that represents the mining and metals industry. When
adopting these values, the ICMM emphasized the sector’s
commitment to sustainable development.

REGIONAI policiesand initiatives

At the time of the diagnosis, in 2006, there were numerous
public policiesand initiatives geared towards sustainable ter-
ritorial managementinplaceintheregion, the majority runor
supported by the federal government, asaresult of pressures
related to the socioenvironmental impacts of paving the
BR-163 highway that links Cuiaba to Santarém. A number of



state-level projects are also underway, such as the Ecological
and Economic Macro-Zoning (ZEE) of the state of Pard.

The regional context signaled weaknessesin the re-
gionaroundJuruti and a demand for innovative and long-
term interventions. The initiatives identified in the area
drew attentiontothe need bothtoregularize land owner-
ship and create local agroforestry production chains, and
they highlighted the vocation of Juruti to host the current
mineral expansionin Para. Given the configuration of ter-
ritorialregional policiesinrecentyears,Jurutihasbecome
the only municipality fully designated for the consolida-
tion of economic activity, and it coincides with the zone

Regional context

THE SUSTAINABLE AMAZON PLAN (PAs) The PAS was
devised in 2003 as a series of strategies and instructions for
federal and state government policies to identify development
strategies for the Amazon and included: sustainable
production activities with technological innovation; social
inclusion, citizenship and access for the regional population
to universal healthcare, education, public safety and welfare
policies; infrastructure works in the areas of transport, energy
and communications, in conjunction with territorial planning
strategies; financing for employment and income generation,
reducing inequalities, sustainable use of natural resources
and the incorporation of techno-scientific knowledge into
production; environmental management and territorial
planning, prioritizing the regularization of land ownership.
The PAS established three macroregions in 2003, with Juruti
located in the Central Amazon Macroregion, in the subregion
of Vale do Amazonas, where the strategies set by the PAS are
geared primarily towards controlling the expansion of soy,
regulating fishing, installing and strengthening potential local
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production clusters and planning
the frontiers of occupation in the
territory, including investments
in the regularization of land
ownership. The PAS was officially
launched in 2008, although
with some significant alterations
compared to the initial proposal
(See Appendices).

THE SUSTAINABLE BR-
163 PLAN The Sustainable
Development Plan for the
Area of Influence of the
BR-163 Highway (Cuiabd—
Santarém), created in 2004
by an interministerial group

in collaboration with the state
governments of Para, Amazonas
and Mato Grosso, municipal
governments and various
sectors of society, addresses four central themes: territorial
planning and environmental management; support for
production activities; infrastructure for development; and
social inclusion and citizenship. It also includes actions

to strengthen civil society, mechanisms for participation
and public oversight, and also monitoring and evaluation.
For Juruti, the plan establishes support to consolidate
existing rural settlements and to create new settlements,
prioritizing formats adapted to the Amazon region. It
recommends granting concessions for the use of floodplain
areas, by drafting natural resource management plans and
strengthening family and community level agroecology
and forestry production chains. The region of Juruti is
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described in the plan as one of the areas with the greatest
potential for mineral exploration anywhere in Brazil, and as
currently experiencing an increase in production. Of all the
investments in the region (bauxite extraction in Oriximina,
reopening Vale mines in Paragominas, expansion of Alunorte
and Albras operations in Barcarena, installation of a Vale
refinery in Barcarena), the plan asserts that the most
important “is the opening by ALCOA of a new mining frontier
in Juruti, accompanied by an alumina production plant”®.
The plan highlights the need for effective environmental
protection measures, to “establish guarantees that any
investment by ALCOA in Juruti will not be made to the
detriment of poor families from the region”.

SUSTAINABLE FOREST DISTRICT & CONSERVATION UNITS
The federal government has invested heavily in establishing
new Conservation Units (UCs) in the West of Par4, in response
to increased political tension and to the land conflict violence.
The expansion of the Amazon National Park and the creation
of seven new UCs in early 2006 increased the total amount of
the region’s protected areas by 6.4 million hectares. All the
new UCs are part of the first Sustainable Forest District, which




is designed to promote the installation of a logging industry

in the region that employs technological excellence and
sustainable methods. The district was established based on the
new regulatory framework for the forestry sector, the Public
Forest Management Law, whose backdrop is the complex land
ownership situation in Para. The law is intended to reduce
what is known as “grilagem” (fraudulent land grabbing) in
the region, based on public forest management. The mosaic of
new UCs is also a response to the pressures and demands from
different stakeholders in the region that have resulted from
the paving of the BR-163 highway. Given this new regional
configuration, Juruti is now the only municipality in the area
that is fully earmarked for the consolidation of economic
activity, which coincides with the zone of consolidation and
expansion of production activities of the Ecological and
Economic Macro-Zoning of the State of Para.

ECOLOGICAL AND ECONOMIC MACRO-ZONING (ZEE) OF
THE STATE OF PARA This initiative is intended to guide the
macro-policies on the use and occupation of land in the state
of Pard, establishing a disciplined implementation of plans,
programs and projects of strategic interest to the public

and private sectors. The municipality of Juruti is located in
the region of Baixo Amazonas, in a zone designated for the
consolidation and expansion of production activity. There are
two guidelines for the region of Baixo Amazonas. The first
deals with already occupied floodplain areas, which should be
used to consolidate economic activities associated with small-
scale agriculture. The second is for the plateau areas, where
there is still significant vegetation cover, and it encourages
logging activities, since there is strong market demand for
forest species that are found in large numbers in the preserved
areas of these plateaus.



of consolidation and expansion of production activitiesin
the ZEE of the state of Para. Itis very likely, therefore, that
the municipality will come under heavy pressure to con-
vert its forests into relatively unsustainable economic
activities, whichindicates a strong probability that Juruti
will experience, in the near future, high rates of defores-
tation in its surrounding area. This scenario constitutes
an enormous challenge for implementing a sustainable
local development agenda.

Municipal policies

On the municipal level, two initiatives increasingly imple-
mented in Brazil were identified as potentially able to help
shapealocal developmentagendaforJuruti: the Participa-
tion Master Plan and the Local Agenda 21,

Participation Master Plan This Master Plan, which the
Brazilian Constitution makes mandatory for all cities with
more than 20,000 inhabitants, is a fundamental piece of
development and urban expansion policy. Theoretically,
these master plans play an educational role and create op-
portunities for institutional, technical and political train-
ing for local governments and communities. The participa-
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tive methodologiesinherentin the plan provide lessonson
productive relationships and diversity, and on the rights
and duties that come with citizenship, as well as consoli-
dating aculture of joint responsibility for our common des-
tiny. They constitute, therefore, an important component
of democracy. The plans are also mechanisms for improv-
ing the public administration, since they make the public
aware of the numerous legal and institutional means of
participating in decision-making in the territory and in the
formulation and execution of public policies, through de-
velopment programs and projects.

In the Amazon, these master plans have acquired
some characteristics that are specific to the region. The
firstis the inevitability of the concept of “territorial man-
agement”, which is particularly useful when tackling the
challenge, inherent in the region, of development aligned
with complex solutions for environmental conservation.
The second is the fact that the Master Plan appears in
many communities as the first orderly discussion on the
process of development, earning it a greater significance.

Finally, in spite of logistical problems and deficient

formaleducationinthe Amazon, thechallengeistoexplore
the full participative, educational and training potential
offered by the master plans. The state of Par4 has teams
that, with the support of the Ministry of Cities but primarily
with the participation of several local institutions, develop
the expertise toimplement master plans that are suited to
the characteristics of the Amazon region®.
InJuruti, at the time of the diagnosis, the Master Plan was
being formulated by the municipal government, with the
support of ALCOA as a condition for its environmental li-
cense, and under intense legal time pressure. It wasfinally
officially created in October of 2006.



Local Agenda 21 Agenda 21, one of the main documents
approved at Rio-92, identifies a series of actions to apply
the concept of sustainable development. The Brazilian
Local Agenda 21 was approved in 2002 and consists of six
priority issues: natural resource management; sustain-
able agriculture; sustainable cities; infrastructure and
regional integration; reduction of social inequalities; and
science and technology for sustainable development. It
began to be implemented in 2003 and was later upgraded
to become part of Brazil’s four-year Pluriannual Plan (PPA
2004-2007), enhancing itsinstitutional identity in the pub-
lic policy arena. And itis widely encouraged in Brazil.

The Local Agenda 21 is a governance tool, since it
unites the public authorities and society around training
and strategic planning for the municipality. It identifies
and discusses the main problems, in their various dimen-
sions, and pursues integrated solutions. Itisimplemented
through the creation of aForum, which in some municipal-
ities can become a veritable development agency, debat-
ing and proposing public policies. Another characteristic
of the Local Agenda 21 is integration with other processes
for discussing and drafting Master Plans, Municipal Pluri-
annual Plans, Management Plans, River Basin Plans and
regional versions of Agenda 2.

In 20086, at the time of the diagnosis, nota single pro-
cess was in place to create a Local Agenda 21 in Juruti. In
2008, however, the first steps were taken in this direction
(see Appendices).
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PREMISE 4

INTERNALIZATION IN THE COMPANY

The sustainability of structured projects also hinges on
the assimilation of the compacts and commitments of
the long-term development agenda into the business
management strategies, processes and practices.

Although the business community is now more open
to the concept of sustainability and, insome cases, it effec-
tively incorporates the interests of its various stakeholder
groups, companies are still entrenched in a culture domi-
nated by defensive relationships, without facing challeng-
es that require attitudes and skills aimed at collaborating,
learning and “working together”. Many corporate strate-
giesin local communities fail because, although they have
some grounding in new concepts, they end up being built



onold models, expressed in day-to-day attitudes, with the
subsequent contradictions and discredit.

Nevertheless, some experiences have illustrated
that the more thatindividuals, sectorsand institutions are
committed to the intended results of sustainability and
the resulting responsibilities, becoming partners in the
quest for acommon future, the more they accrue knowl-
edge and experience that prompts not only advances in
cost-effectiveness, efficiency and productivity, but also
innovative public policy solutions and a greater durability
and consistency of the agreed actions. What'’s more, this
new attitude improves dialogue and negotiation skills, es-
sential conditions for properly embedding companies in
our present-day society.

In this context, another premise of the proposed
model is for the company to embark on a journey of inter-
nal alignment, acknowledging the need to adopt an on-
going process to incorporate the principles and values of
sustainability into its management processes, strategies
and practices. The long-term development agenda for Ju-
ruti and the wider region must not be seen by the company
as an isolated initiative running in parallel and detached
from its overall business strategy. Instead, it needs to be
widely promoted, understood and its principles continu-
allyincorporated.

This internalization process in the company calls
for changes to assimilate a form of management con-
sistent with the new parameters of sustainability and
their outcomes.

First, the company needs to take interdependent
and simultaneous initiatives to secure a commitment
from its workforce — including key suppliers —and form a
united front behind the commitments and principles of




sustainability. This includes demonstrating its readiness
externally, to partners and stakeholders either directly or
indirectly associated with the company, which requires
discipline in the daily changes in conduct and the signals
sent to stakeholders. The principles, premises and objec-
tives of the company’s actions need to be imprinted in the
pronouncements and acts of all its representatives, at all
levels of dialogue. And this calls for a review of internal
conduct, which is usually governed by strategies that fo-
cuson production planningand meeting targetsand dead-
lines that, while legitimate in the corporate context, runs
the risk of creating a fragmented picture of the context’s
othervariables.

Second, by trying to integrate economic efficiency
with a process of transparent legitimacy, the presence of
the company in the municipality implies seeing itself not
as the main protagonist, in the molds of conventional cor-
porate culture, butinstead as one of multiple protagonists
whose visions and demands should all interact on a level
playing field, regardless of their political or economic stat-
ure. The company needs, therefore, to review its sense of
belonging to the local and regional reality, in order to be
seen and to behave like one of the many actors, incorpo-
rating into its strategic actions the agreements reached
by this group, in a dimension beyond the strict confines of
corporate goals. Such maturity, in this complex contextin-
terwoven with formal and informal communication chan-
nels, requires the establishment of a “chain of coherency”
designed to generate trust, respect and a willingness to
engage in dialogue and work in partnership.

Finally, it is vital for this process to be closely con-
nected — even adapting existing actions — with the eco-
nomic and production decisions, to avoid two risks: the



It is vital for this process to be closely connected with the economic
and production decisions, to avoid two risks: the creation of a “make-
believe” world within the companies that generates discourse but no
practical results, and the improper incorporation of new practices
that, discredit and ill-assimilated, can jeopardize the entire process of
building and implementing sustainability.

creation of a “make-believe” world within the company
that generates discourse but no practical results, and the
improper incorporation of new practices that, discredited
and ill-assimilated, can jeopardize the entire process of
building and implementing sustainability as part of the
business strategy.




interview mario monzoni
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“Building solutions in the field of
sustainability involves big dilemmas”

Mario Monzoni is the chief coordinator of the Centre
of Sustainability Studies (GVces) of the Getulio Vargas
Foundation (FGV)

what led GVces to estabilish a partnership with ALCOA?

GVcesacceptedthispartnershipfortworeasons. First,because
itwas asincere request from the president of alarge company
to build a long-term agenda for a business project in a small
municipality inthe Amazonwithrich biodiversity and very spe-
cific social relations. Like I said, it was a sincere request, be-
cause the company recognized the scale of the challenge and
that it would need to forge strategic partnerships and be pre-
pared to make changes to its organizational culture. Second,
because the partnership is in keeping with our own mission at
GVces, to build solutions in the field of sustainability, working
with frontline issues that in most cases involve big dilemmas.



what did ALCOA want?
ALCOAwanted a proposal for the responsible operation of a
mining project in the Amazon that could become a bench-
mark. Tobeginwith, we createdaconsortiumtobuildalong-
termagenda, in partnership with Funbio, and we conducted
abroad diagnosis. We then builtamodel based on anumber
of premises. Thefirstisfortheagendatobebuiltcollectively.
The second involves the acknowledgement that the trans-
formations produced by the project will extend beyond the
Juruti municipal limits. Third, that these transformations
will take place within a local and regional context, that is,
they will not come out of nowhere, since a series of debates
and discussions on development and citizenship was al-
ready underway in the region and would have to be taken
into consideration. And fourth, that it is crucial for there to
beanongoingand profoundinternalization of sustainability
and corporate responsibility issues inside ALCOA itself.

how does the model work in practice?
Bearing in mind these four premises, the model is based on



three pillars. The first—and the mostimportant—is the cre-
ation and articulation of a public space for social mobiliza-
tion, to decide on the course — “a common future” — that
the local community wants to take for its own develop-
ment — a type of Agenda 21 Forum or local development
council. However, to know what direction this develop-
ment is taking over the long term, it needs to be measured
and monitored. Therefore, the second pillar is the creation
of sustainable development indicators, developed by the
community itself, to diagnose and monitor the develop-
mentover time and correctany diversion there may be from
thedesired bearing. And, finally, the third pillaris afinancial
instrument — a fund — to support conservation and preser-
vation activities. This fund could also be a window of sup-

“Inthe model (...) the indicators
monitor whether or not things
are going in the right direction
and the fund will be a financial
compensation instrument to
(...) steer the development. But
the crucial part is the social
mobilization and constructive
dialogue between the company,
the governmentand the
community”

port for social projects in the area of
education, healthcare, security and,
primarily, to support sustainable
production chains. This would raise
the opportunity cost of activities
potentially devastating to the social
and environmental balance that will
inevitably appearintheregion. Inour
model, the indicators and the fund
are the tools supporting the flagship,
which is the social mobilization. The
indicators monitor whether or not
things are going in the right direction

and the fund will be a financial compensation instrument
to try, with fine-tuning, to steer the development towards
where it should be headed, but it will obviously not resolve
everythingonitsown. However, the crucial partis the social
mobilization and constructive dialogue between the com-
pany, the government and the community.



what is the role of Fgv in the sustainable juruti
project?

ALCOA thinks the model makes sense and that it should
be implemented as soon as possible. So, FGV’s role is to
develop, with the local community taking charge, a set of
indicators that diagnose and monitor the local develop-
ment. We are midway through this process. To begin with,
we performed a literature review of the reference projects
that work with sustainable development and the indica-
tors they use. We also drew up a cross-section of what Ju-
ruti was like before the arrival of ALCOA, based on official
data. From there, we prepared a series of group seminars
andworkshops, bothinJurutiand in Belém and Santarém,
to build the indicators together. It was important to ask
people what they understood by development and how
it can be measured. It is not FGV that is going to set the
indicators that will be used. We comprised more than 90
indicators that address different issues, like society, the
economy, infrastructure, the environment, etc., which will
be put to the municipality’s rural and urban communities,
so the communities themselves have the chance to say
what they think. And we are also holding talks with the
surrounding area, following the premise that the territory
to be monitored will inevitably be larger than Juruti.

given the disparity in the weights and measures —on
the one hand a small community and on the other a
multinational mining company — how do you adminis-
ter the dialogue? how do you ensure that everyone
understands each other?

This is a challenge for the model and for each of the three
pillars: for the council, for the indicators and for the fund.
Itis essential for them to be embraced by the community.
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“The community needs to be on The community needs to be on the

the same wave-lenght. (...) Our samewavelength.Weneedtogiveit
main concern is not to create enough time for this to happen and
something unrealistic” invest a lot in capacity-building, in

meetings with the community, in
preparation. In the case of the indicators, in addition to
the collective construction and the broad public consulta-
tion, we have created a follow-up group with members of
the community that has been monitoring our work. Every
month we sit down together to give them an update and
talk, to see whether what we are doing makes sense to
them, since we are developing this together. And the feed-
back hasbeenvery positive. Ourmainconcernisnottocre-
ate something unrealistic.



how much commitment to these indicators in needed
from ALCOA, the community and the government?
It'simportant to remember that indicators are tools. They
areameanstoanend, notanendinitself. Theycanidentify
courses ofaction and they may be used to transformareal-
ity, but what the indicators really do is measure the reality,
whatever that reality may be. One of the challenges is for
these indicators to be empowered, that s, for the commu-
nity, the government and ALCOA to embrace these indica-
tors so that they can — through the bodies created by civil
society, by public policies and through the power of corpo-
rate intervention and private social investment — correct,
throughoutthe process, the course of the developmentifit
does not follow the path that all consider ideal.

but isn’t the weight of these parties very different?
how do you correlate these interests so they are
evenly balanced?

I think that any solution will have to come organically from
thissociety,and fromthe capacity thatitwill have, political-
ly, toresolve its problems. I had the opportunity to be in at-
tendance on the day that the Provisional Council (one of the
three pillars of the Sustainable Juruti model) was founded and,
as aBrazilian citizen, | was pleasantly surprised to see that
amunicipality in the interior of Para had managed to set
a political agenda for dialogue and had placed completely
different interests inside the same room and decided, in
conjunction, to discuss developmentin a council. Thisis a
very important gesture of citizenship thatrarely happens. |
think that the groundwork is in place to shape a very inno-
vative course of action. Civil society appears to be well rep-
resented in the council. Now, the economic forces will no
doubt act and the community will have to get organized.




how do you evaluate the process that ALCOA is under-
going given what is happening in juruti?

I think it's a big challenge, primarily from the point of view of
internalizing all this into the culture of the company, whichis
not only amatter for ALCOA, but for the business community
asawhole. The business community has been “educated” to
operate in accordance with business plans, action plans and
timetables, in a very mechanical way. To operate in the con-
text we are proposing, the process itself is perhaps more im-
portant. Andsinceaprocessisintangible, thistendstorequire
abigchangeintheorganizational culture ofacompany, which
is something that doesn’t happen overnight. You're not go-
ing to get a transatlantic cruiser to make a “handbrake turn”.
These things happen slowly. What's important is that today,
after two years of hard work, there is avery strong perception
that the process matters; that, when you are working in the
context of developing civil society, with social movements or
the church, you have toinvest and give the process time. Any
setback trying to get a quick fix undermines the long-term
goals. Obviously, to permeate throughout an entire organi-
zation, thistakestime, because the corporate community has
been doing business in the same way for 200 years.

do you believe that ALCOA is on the right track to ob-
tain asocial license to operate in juruti?

I think it’s been a tough two years, but the result is that so-
cietyasawhole, including ALCOA, has matured. | think that
we have before us an opportunity to implement an experi-
encethathasneverbeenseenbeforeinthe Amazon, partic-
ularly where mining is concerned. This doesn’t mean that
the route will be a well-signed four-lane highway with no
potholes. Ahost of problems are going to emerge along the
way, and the key will be not to sidestep them, but rather to



work outhowtoconfrontthemheadon. Theyaredilemmas
wefaceintoday’sworldandthisisthe beauty of it, discover-
ing how to deal with them. Because sitting on the sidelines
throwingstonesisratherconvenient. Ourrole, our mission,
is to meet these dilemmas and challenges face on.

doyou think fgv is running any risk for having emba-

rked on this project?

Yes, of course. But these large developments, from the point

of view of methodology and potential for replication, will
emerge in environments where the risk is greater, where the
problems are on the table.

We are prepared totakethe ~ “Whenyou are working in the
riskand I thinkthesolutions  context of developing civil

can be replicated in other  society, with social movements
similar contexts: a big gas  orthe church, you have to invest
pipeline, hydroelectric or  and give the process time. Any
highway project. Webelieve  set-back trying to geta quick fix
thatthemodelmakessense  undermines the long-term goals”
forany company, for any big

project. There are many other variables at play that can steer
projects one way or another: local and regional political ar-
ticulation, organizational culture, a supplier with a different

DNA, all this can increase or decrease the chances of success.
Butwe've been back and forth many times and we've always

come to the same conclusion: we need to create a public
space for dialogue and mobilization where society can decide
itsown future so this big companyis one actor within this con-

text, instead of just setting up a counter to respond to short-
termdemandsand creatingall kinds of privileges. Inthe short

term, the company would actually resolve some emergency
problems, butinthe long termitwill blow apartall social rela-

tions and destroy its social license to operate.




