Case Study Transboundary Dispute Resolution: thelLa Plata basin

1. Casesummary
River basin:

Dates of negotiation:
Relevant parties:
Flashpoint:

| ssues:

Additional issues:
Excluded issues:

Authors: Aaron T. Wolf and Joshua T. Newton

LaPlata(figure 1, table 1)

La PlataBasin Treaty signed 1969

Argentina, Bolivia, Brazil, Paraguay, Uruguay

None

Stated objectives. promote and coordinate joint development of the basin; “Hydrovia'
proposed in 1989

Water-related: Joint management; Non-water: None

Treaty does not provide any supra-legal authority

Criteriafor water alocations; None

Incentives/linkage:
Breakthroughs:
Satus:

Possibility of linking water projects with transportation infrastructure

None

Intergovernmental Coordinating Committee functions; "Hydrovia' technical and
environmental studies in February 2004 by Andean Development Corporation
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Figure 1: Map of the La Plata River Basin (TFDD, 2007).



Table 1: Features of the La Plata water shed.

Watershed features 2

Name Riparian states Riparian relations (with dates of Average Size (kmz) Climate Special features
(With % of national available most recent agreements) annual flow
water being utilized) b? (km3yr.) ©

La Plata Argentina (3.5), Bolivia (0.7), Warm (1995 Mercosur - Southern 470 2,954,500 Tropical Good example of inter-
Brazil (0.5), Paraguay (0.2), Common Market - adds impetus to sectoral, plus international,
Uruguay (0.6) "hydrovia" canal project) dispute

a Values for lakes under "Annual Flow" are for storage volumes.

b Source: Kulshreshtha (1993)

¢ Sources: Gleick ed. (1993); UN Register of International Rivers (1978)
Theremaining data in this tableis fromthe TFDD (2007).



2. Background

The La Plata River basin encompasses an area of 3.2 million square kilometers and is among the five largest
international rivers basins in the world. It includes territory in Argentina, Bolivia, Brazil, Paraguay, and
Uruguay, comprises the Parana, Paraguay and Uruguay river systems and makes up the largest wetland in the
world—the Pantanal. The basin is the life sustenance for much of the agricultural and industria sectors of the
riparian states and has become a source of alternative energy and economic possibility.

The Basin’sfive riparian states have a history of cooperation and joint management of the watershed,
and have stressed the river's binding them to each other. Bolivia, Paraguay and Uruguay’s agriculture
economies depend on the basin as crucialy as the industrial sectors of Argentina and Brazil. Large amounts
of grain, beef, wool, timber and some manufacturing goods are exported from this region to other parts of the
world (Elhance, 1999). The 1969 La Plata River Basin Treaty, the umbrella treaty and first to which al of the
riparians are signatories, provides a framework for joint management, development and preservation of the
basin. Subsequent multilateral and bilateral treaties outline the specifics of economic investment, hydro-
electric development and transportation enhancement.

Following the 1969 multilateral treaty, bilateral hydroelectric development opportunities were
explored which gave source to the construction of dams and alternative power plants along the Parana. Today
there are 130 dams along the River, two of which are widely known, the Itaipu and the Y acureta. Itaipu is the
largest hydroelectric project in the world and aresult of a 1973 bilateral agreement between Paraguay and
Brazil. The hydroelectric dam cost the two governments and other international participants US$15 billion
and 20 years to construct. The generating capacity is 26,000mW and supplies 26% of al of the electricity for
Brazil and 78% for Paraguay with zero emissions.

The political and environmental dimensions of the Itaipu make for an interesting case of cooperation over a
shared water resource. The land, where the Itaipu dam now sits, was once a source of great controversy
between Brazil and Paraguay. Each country declared rights and legal authority over the Guaira Falls, which
lies on the border of both countries and to which both claimed ownership and control. In 1957, Brazil, who
believed the Falls to be within their borders and who wanted to invest in the hydroelectric power of the Falls,
unilaterally took military control over the region. After five years of dispute and disagreement, Brazil and
Paraguay finally negotiated the terms of the Itaipu dam. In addition to providing electricity to the two
countries, the proposed project would submerge Guaira Falls (Elhance, 1999), thus, marking an end to the
border dispute.

This conflict negotiation and cooperation between Brazil and Paraguay had ripple effects into areas of
conservation and preservation. When the environmental concerns around the construction of the Itaipu basin
came to the forefront, the two countries implemented two joint projects, the Gralha Azul and the Mymba
Kuera, to minimize the effects of reservoir flooding on the regions ecology, deforestation in the region and
moved the wildlife most affected by the dam to biological reserves (American University Trade and
Environment database, 2004).

The Y acyreta Treaty, an agreement between Argentina and Paraguay, to construct a hydroelectric dam
downstream from the Itaipu, has not been deemed as successful in its implementation. The treaty was hastily
signed in December 1973, very soon after the Itaipu and was similar in content (generated power to be
divided evenly between the two nations), except for the Y acyreta allowed for either country to sell power
surpluses to athird party (Da Rosa, 1983). This contingency has since caused great confusion and
complicated the construction.

The dam, from its inception, has become a “monument to corruption.” The project has been unable to fill the
reservoir to planned levels, and is operating at two-thirds of its capacity because of the environmental
repercussions the system would incur if it was at 100% capacity. Already, US$1.3 billion worth of nor
generated energy has been lost due to delays. In addition, the indigenous populations along the river and



beside the dam do not feel like they were part of the planning process, were compensated for losses of their
own land or believe they will be alocated power from the hydroelectric plant. At the moment, neither the
Paraguayan nor the Argentine governments have the financial resources to allocate for improvements to the
construction or to pay remittance to the 4000 families whose lives and environments have been affected by
the construction of the dam.

Many bilateral treaties and hydroelectric projects have come out of the 1969 multilateral agreement,
however, the first multilateral economic investment that joins all five riparian states and tests the framework
of the LaPlataBasin Treaty istermed “Hydrovia’ The ‘Hydrovia is a proposed river transportation project
that will dredge and straighten major portions of the Parané and the Paraguay, including the portions of the
river that lie in the Pantanal wetlands. The initial backers of the proposal, dubbed "Hydrovia" ("waterway" in
Spanish and Portuguese), were the governments of the La Plata basin states who met in 1988 to discuss the
plans for the project and out of which was borne the Intergovernmental Commission on the Parana- Paraguay
Hydrovia. The project would alow year-round barge transportation (current conditions only allow for barges
during the three dry months) and would open up a major transport thoroughfare for land-locked sections of
the riparian states. The proposed waterway would make it possible for barge ships to take the 2000 mile trip
from Argentina and Uruguay ports of the Atlantic to landlocked Bolivia and Paraguay (American University
Trade and Environment database, 1999). Environmentalists and those whose livelihoods depend on
traditional economies have expressed trepidation at the project.

3. Theproblem

A cooperative management body has been in place on the La Plata basin since 1969 and is generally
considered a successful and productive organization. At the same time, ‘Hydrovia is the largest project for
navigational river development proposed to date. Its size and possible impacts on the economies and
environments of the basin states are beginning to strain the cooperative nature of basin management. The
biodiversity of the world' s largest wetland, the Pantanal, could be strongly affected by the corstruction of the
waterway. Covering over 53,760 square miles in Brazil, Paraguay and Bolivia, the Pantanal is home to 650
species of hirds, 240 varieties of fish and more than 90,000 types of plants (Bascheck and Hegglin, 2004).
Opponents of the project point to loss of biodiversity and significant changes in the hydrology of the Pantanal
as reasons why the project should be avoided. The Pantanal currently decreases the occurrence of floods and
droughts in the downstream area (Lammers et al., 1994), maintains the current ecosystem and hydrology
there and is the life sustenance of the people, animals and wildlife along its banks.

4. Attemptsat conflict management

The LaPlata Basin Treaty of 1969 provides an umbrella framework for several bilateral treaties between the
riparian states and a direction for joint development of the basin. The treaty requires open transportation and
communication along the river and its tributaries, and prescribes cooperation in education, health, and
management of 'non-water' resources (e.g., soil, forest, flora, and fauna). The foreign ministers of the riparian
states provide the policy direction, and a standing Intergovernmental Coordination Committee is responsible
for ongoing administration.

Basin states agree to identify and prioritize cooperative projects, and to provide the technical and
legal structure to see to their implementation, illustrated best by the 130 dams along the Parana, the
construction of the world’s largest hydroelectric project, Itaipu, and successive development, infrastructure
and transportation projects. The treaty also has some limitations, notably the lack of a supra-legal body to
manage the treaty's provisions. The necessity to go through each country's legal system for individual
projects has resulted in some time lag and lack of implementation.

The 1969 treaty's success has been in the areas of transportation and cooperation, so it is not



altogether surprising that the ‘ Hydrovia project has been forwarded to the planning stages and that many
multilateral and bilateral treaties came out of the 1969 La Plata Basin Treaty. The first meeting of the backers
of the project wasin April of 1988, out of which the Intergovernmental Commission on the Parana- Paraguay
Hydrovia was formed.

5. Outcome

As positions between supporters and opponents of the project have sharpened, these positions are based on
very little information. The Inter-American Development Bank and the United Nations Devel opment
Program, in 1997, helped finance a technical and environmental feasibility study by the Intergovernmental
Commission on the Parana- Paraguay Hydrovia. The study included dredging, rock removal and structural
channeling. Through motivation by independent technical critiques and environmental and socia action
networks the initial studies were discredited. As aresult, the future of the Hydroviais still uncertain. New
studies were commissioned by Andean Development Corporation through the Intergovernmental
Commission and were completed in February 2004, but the results have yet to be diffused.

6. Lessonslearned
If riparian states start cooperation from the outset of a conflict, instead of letting it create stronger
positions, the economic and joint management prospects are much greater.
Since 1969, the quantity of joint economic ventures in the La Plata Basin has allowed for increased
cooperation between the riparian nations when many times conflict could have arisen and defeated the
benefits the states are receiving today.
If riparian states agree to equal access to transboundary water resources, equal and joint management,
investment and distribution of that resourceisfeasible.
In the water resources sector, neither Brazil nor Argentina has used their economic or military superiority
to maintain greater control over water resources or hydroelectric potential.

7. Creative outcomes resulting from resolution process
The La Plata Basin Treaty has helped bring the five nations together and aid in not their own disputes, but
assist in resolving disputes between sectors. The nations cooperate well, but the treaty has been helpful to
resolve intersectorial conflicts.

While the Hydrovia project was proposed in 1988, even now in 2004, there is till little movement
towards implementing the project due to environmental and social action groups in defending the economic,
cultural and ecological integrity of the basin. In the end, this will allow for a more sustainable project.

8. Timdine
1958 Y acyreta treaty is signed and the first joint Argentine-Paraguayan technical commission is formed
to study the possibilities of obtaining hydroelectric energy from the rapids in the Parana River.
Apr 1962 Negotiations between Paraguay and Brazil over the development of the rapids on the River
Parana for hydro-€electric are interrupted by Brazil, who shows military force, invades and claims control
over the Guaria Falls sight.
1967 Brazilian forces withdraw and a joint Brazilian Paraguayan commission is formed to examine the
development of the region.
Apr 1969 La Plata Basin Treaty is signed by all five riparian states. The treaty provides a framework for
the joint development of the basin; requires open transportation and communication along the river and
its tributaries; cooperation in education and sanitation; and joint management of nonwater resources
(sail, forest, flora and faund). An Intergovernmental Coordinating Committee is formed and is



responsible for ongoing administration. Foreign ministers of the five riparian states are to provide policy
initiatives.

Apr 1973 Itaipu treaty: Brazil ard Paraguay announce plans to construct the Itaipu dam; Argentina
expresses deep concern for the environmental repercussions of the dam and the effects of the dam on
their own planned dam project.

Dec 1973 Y acyreta treaty: an Argentina-Paraguay organization Y acyreta, is formed to oversee the
construction of the hydroelectric dam and the contributing turbines.

1975 Itaipu dam construction begins.

Dec 1980 Joint declaration is made by the five riparian Foreign Ministers expressing a need to promote
swift development of the resources on the La Plata basin.

Apr 1988 First meeting of the five riparian states on the proposed Hydrovia, a plan to develop the
navigational infrastructure of the Parana, the Paraguay and the Pantanal, to make an international
waterway navigable by large, oceangoing vesseals. Intergovernmental Commission on the Parana-
Paraguay Hydrovia formed.

March 1991 Bilateral treaty between Brazil and Uruguay —agree to joint development of the Cuareim
River and cooperation in the use of its natural resources.

1991 The Itaipu project, the world’ s largest hydro-electric plant developed by Brazil and Paraguay on the
Parana River, isin full operation after 20 years of construction and US$15 hbillion in cost.

Sept 1994 The Y acyreta turbines begin to produce electrical power for Argentina and Paraguay .
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