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Taking Stock of Chile’s
Valdivian Temperate Rainforest

Developing Incentives to Encourage
Private-Sector Conservation

By Peter Keller

JUNE 7, 2001
VALDIVIA, Chile–“Psst! Hey, you! Want a stock tip? Buy 2,000 shares of ESL at
the option price of $2.50, you’ll be doing yourself a favor.” In this case ESL is
neither a high-tech stock nor an energy company, but rather an enterprise dedi-
cated to buying land and developing nature reserves.

Wall-Street type thinking, among other concepts, is being considered in Chile
as a means of encouraging conservation of private lands. Various groups in Chile
are exploring possibilities for using financial and market-based mechanisms for
saving a variety of ecosystems, including some of the last vestiges of Valdivian
temperate rainforest. Whether these groups are successful depends largely on the
level of private- and public-sector cooperation to develop policies and market
conditions that provide incentives for conservation.

One of the groups leading this effort is the Santiago-based Center for Envi-
ronmental Research and Planning (CIPMA). CIPMA’s regional office in Valdivia,
a city of 110,000 named after Spanish conquistador Pedro de Valdivia, is leading
the charge in a Valdivian rainforest conservation project. To learn more about this
project, based in Chile’s 10th Region, I met with regional project coordinator Claudia
Sepúlveda. Her office on the University of Southern Chile campus was being
remodeled, so we met at her temporary conference space, The Last Frontier café
in downtown Valdivia. Fresh from a press-conference presentation attended by
the country’s leading news agencies, she told me that the Valdivian temperate
rainforest is one of five temperate rain forests remaining in the world. “Protection
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of this forest is a priority for many groups, such as the World
Wildlife Fund, The Nature Conservancy and the World
Bank,” said Sepúlveda. Valdivian temperate rainforests are
characterized by a rich species-diversity of evergreen trees
up to 50 meters tall, with some trees estimated to be 4,000
years old. The forest is under threat from logging, grazing
and forest fires. It is estimated that 45 percent of the origi-
nal forest cover has been lost and nearly 75 percent of the
remaining forest is considered to be seriously at risk.

Sepúlveda, who has a degree in sociology, coordinates
the work of a broad-based steering committee comprising
public- and private-sector stakeholders who have an inter-
est in Valdivian forest conservation. Committee members
include the Chilean park service, World Wildlife Fund, Na-
tional Committee for the Defense of Flora and Fauna, the
Chilean environmental protection agency, University of
Southern Chile, UN Food and Agriculture Organization and
the National Association of Forest Industries — among oth-
ers. The committee’s role is to disseminate information about
private, protected-area management and develop proposals that
encourage conservation by means of tax structuring, con-
servation easements and equities, to name a few.

The idea for creating a publicly traded company for
conserving land began in Australia. Sepúlveda’s group has
taken an interest in how this concept could be adapted
within Chile. Earth Sanctuaries Limited (ESL) is the Aus-
tralian company that has put this concept into action. The
company’s mission is to rehabilitate land that they have
purchased to a condition and species-diversity that existed
200 years ago. For 15 years ESL has been managing nature
reserves; it now has ten reserves, of which five are open to
the public. The company owns over 90,000 hectares and
has successfully reintroduced 16 species of rare, threatened
and endangered native wildlife.

Shares of ESL were issued in June 1994, at a price of
$1.05 Australian dollars (about 50 cents U.S.). The company
was listed on the Australian stock exchange beginning in
May 2000. Prices have reached as high as AUD$2.50, but as
of May 2001 the price was AUD.90¢. Currently, over 6,800
investors have ESL stock in their portfolios. Shareholders
are entitled to a 20 percent discount on purchases at each
sanctuary and are invited to special shareholders’ week-
ends throughout the year.

Earth Sanctuaries Ltd. generates revenue from 14 dif-
ferent program areas. These include gift-shop sales, wed-
ding and facilities rentals, education programs, filming and
photography (for TV programs and professional photog-
raphers), consultation services, contract management, cap-
tive-animal sales (fish and wildlife sold to zoos) and wildlife
sales (animals sold to sanctuaries outside the ESL net-
work). However, the top four money earners are food
and beverage sales, donations, guided tours and over-
night accommodations. These accounted for nearly 80
percent of ESL revenue in 2000. In its latest six-month re-
port, ESL announced an operating profit of AUD$1.052 mil-
lion, up 27 percent from last year. It also reported revenue
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The heart and soul of field work, Biodiversity Program Coordinator
Claudio Delgado recording data at Curiñanco reserve, a private nature

reserve purchased by The Nature Conservancy and Codeff

up 18 percent from the 1999 mark.

ESL stock is not for those looking to make a
quick, easy buck. With the stock price falling, re-
turns to ESL investors are minimal to zero, except for
the peace of mind resulting from that they are saving
Australian wildlife. This presents a dilemma: is
it more effective to invest in “green” stocks, which
unfortunately have low returns, or in aggressive
real-world stocks for a high return and use that
money for conservation projects? Answers dif-
fer. My brother-in-law, an avid stock-market in-
vestor, has told me on more than one occasion,
“Peter, if you want to make a difference, invest in
a high-yield stock and use that money to support con-
servation.” That may be fine for dispassionate in-
vestors, but I often wonder how environmental
groups allocate investments — is it with a green
conscience or for a high-yield portfolio?  Unfor-
tunately, I have not encountered conservation
groups willing to discuss investment portfolios.

The Valdivian forest-conservation steering
committee has been looking at the ESL model, but with ad-
justments for Chilean conditions. One approach to privately
protected areas is to sell small parcels that are suitable for
development, and then use the revenue to fund conserva-
tion work.

Another way to fund and encourage the conservation
of private protected areas is to modify the taxation struc-
ture. In other Latin American countries a variety of fiscal
incentives have been implemented. For example, in Brazil
private protected areas are exempt from property taxes. In
Venezuela, those completing projects to restore habitat or
protect threatened species are eligible for an income-tax
exemption of 50 percent. In Costa Rica, a five-percent tax
on gasoline goes toward an environmental fund for pri-
vate protected areas.

These are among the ideas the steering committee will
examine during the life of this three-year project, sched-
uled for completion in September 2003. Besides develop-
ing policy proposals and market-based alternatives for
conservation, Sepúlveda is coordinating two other aspects
of a U.S.$1 million World-Bank-Global-Environment-
Facility-funded Valdivian forest conservation initiative
(CIPMA-GEF).

The second aspect of the CIPMA-GEF project consists
of developing educational workshops for private-property
owners who want to conserve their land. This aspect of the
project is being led by the Center for Environmental Stud-
ies (CEA) and The Committee for the Defense of Flora and
Fauna (Codeff), both with offices in Valdivia. They have
jointly developed courses for those interested in conserv-

ing private lands. Courses include protected-area manage-
ment, conserving biodiversity, plant identification, restoration
ecology, developing tourism projects and administration/plan-
ning of private protected areas. The educational workshops will
be offered in the coming months. Organizers hope workshop
participants will include landowners of the nearly 30 private
protected areas already identified in the 10th region (most
of the areas are just a few hundred hectares in size, aside
from Pumalín Park at more than 260,000 hectares). Besides
serving the group of already identified private protected
areas, workshop leaders want to drum up interest among
other landowners who are currently saving native forests
or would consider such an option. Workshops are being
advertised through local newspapers and posters distrib-
uted throughout the region.

The third aspect of the CIPMA-GEF project is to de-
velop management plans at demonstration sites selected
specifically for this project. The four sites, totaling 3,200
hectares: Oncol Park, owned by the timber company For-
estal Valdivia; the Darwin Path Biological Station based on
Chiloé Island near Ancud; San Pablo de Tregua reserve,
owned by the University of Southern Chile; and Curiñanco
reserve, managed by Codeff.

To get a better idea of what work is being done on the
ground at these reserves as a result of the CIPMA-GEF
project, I spent a day in the field at Curiñanco with Codeff
Biodiversity Program Coordinator Claudio Delgado and
his team of biologists. The reserve is about an hour’s drive
from Valdivia, north along the Pacific Ocean coast.
Curiñanco is a 51-hectare reserve purchased earlier this year
by The Nature Conservancy (U.S. based) and Codeff.1

1 The Nature Conservancy (TNC) initiated its Chile program in 1997. TNC does not have an office in Chile, but rather manages the
program through its headquarters in Arlington, Virginia.  As official partners, Codeff and TNC have teamed up on one other project,
Nevados de Chillán, in Chile’s 8th Region.
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ests that are not protected and could therefore be depleted
in the coming years. This committee is called the Coastal
Range Conservation Coalition; it began in March of 2000 with
ten initial member groups. Currently, 12 groups are coali-
tion members and four more may soon join. Members of
the coalition include Codeff, World Wildlife Fund, Darwin’s
Path Foundation, CEA and a variety of Huilliche indigenous
groups. The principal goal of the coalition is to protect re-
maining native coastal forests that are threatened by the
development of a coastal highway.

A 200-kilometer section of rugged coastline south of
Valdivia currently is relatively roadless, except for a few
short sections. The landscape of Chile’s coastline in the 10th

Region is much like that of the northern California coast
between Mendocino and the Oregon border, where U.S.
Highway 1 retreats inland, defeated by unrelenting storms
and undulating mountains. In three years of work done by
the Chilean equivalent of the Army Corps of Engineers only
27 kilometers of road have been built. The first sections of
the coastal highway project were approved in 1995 by the
Chilean public works department. However, only six ki-
lometers of the proposed two-lane gravel road were
required to be approved by Conama (Chile’s version of
the EPA) through an environmental-impact study. Why
only six kilometers? The nation’s primary environmen-
tal law, passed in 1994, requires environmental impact
studies only for highways (plus airports, bus stations and

Claudio, with a biology degree from the University of
Southern Chile in Valdivia, coordinates a crew of biologists
that are conducting species-specific inventory studies.

When I joined them in the nature reserve they were
finishing a weeklong inventory of rodent populations. Traps
were set in four different environments, with 30 traps in
each zone. Rodents enter the metal boxes looking for food,
thus triggering a trap door. Once biologists record which
species they’ve caught, along with their weight and sex,
the rodents are set free. Claudio’s field partner, Ricardo
Figueroa, wore a space-age type mask and medical gloves
to work with the rodents. Serious precautions were taken
to prevent any exposure to Hantavirus pulmonary syn-
drome carried by the rodents. Everything touched by the
rodents is sprayed with a bleach solution. On each of the trap
lines, rodents are caught in an average of 30 percent of the traps.
Species caught include the native Olivacio mouse and the more
common long-tail mouse, plus the non-native European rat.
Other studies are done throughout the year to collect in-
formation on different species of fauna including sea otter,
also known as nutria, and a variety of birds.

This information will be used to write a management
plan for the area. In the future Curiñanco managers would
like to enlarge the site and buy adjacent lands. After com-
pleting the management plan, possible implementation ac-
tion includes fencing the reserve to keep cows out, building
a visitor center, developing interpretation trails and offer-
ing guided tours led by school children from a village near
the reserve. They would also like to make this site a field-
trip destination for students of the Valdivia elementary
school system.

Besides the multi-faceted GEF-funded project, another
committee of sorts is waging a campaign to conserve for-

Valdivian temperate rainforest with a stand of Olivillo
trees in the 51-hectare Curiñanco Reserve. The Pacific

Ocean can be seen in the background.

“No, this is not a man practicing to become an astronaut,
but rather protecting himself from viruses spread by rodents.

Biologist Ricardo Figueroa weighs a mouse caught in live
traps. Data collected will be used to develop a management

plan for Curiñanco reserve.”
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rail lines) that may affect protected areas. Since few pro-
tected areas exist along this section of the coast, only a
small fraction of the project’s scope was considered in
the impact statement.

The coalition has pooled their resources to hire staff to
develop a high-profile campaign about the importance of
the coastal range, which contains large sections of intact
Valdivian temperate rainforest. Coalition coordinator Fran-
cisco Solís told me during a visit to his office that, “only
two percent of the coastal range is protected. Construction
of the coastal highway along the current path will result in
the destruction of more native forests. It has been largely
overlooked because it doesn’t have lakes and volcanoes like
the Andes range.”

As an initial step, Coalition members and staff are work-
ing with Mapuche indigenous groups that live along the
coast, like the Huilliche, to help them obtain official land-
title documents. Who has official title to the land is a cru-
cial element in determining the fate of the forest.

One of the reasons for constructing the road is some-
what out-of-date. Government officials maintain it will be
an alternative to the Pan-American Highway, also known
as Route 5, which bisects the nation like a coronary artery
feeding the heart of Santiago. However, the project to widen

Route 5 to four lanes is nearly complete, so any perceived
congestion has already been relieved.

The coastal-highway project is seen by the Coalition as
a subsidy for forestry companies, because they will be the
main benefactors of a coastal road. Much of the wood al-
ready cut in the 10th Region is used for firewood, estimated
at 60 percent by the Chilean Forestry Institute. If opened
up to logging by road access, a majority of these forests
would be used to supply the demand for heating. Since
this is a significant factor in the depletion of native forests,
the Chilean forestry service, two German aid agencies and
the World Wildlife Fund are collaborating to develop solu-
tions that will reduce firewood demand. Initial ideas in-
clude improving building-standard codes so that homes
will be better insulated, discouraging use of fuelwood that
has not been dried and instituting a certification program
for firewood production similar to the one endorsed by the
U.S.-based Frest Stewardship Council.

On the day I interviewed Francisco Solís he was also
interviewed by a reporter from CNN en español. The coali-
tion has been effective in getting the attention of govern-
ment officials and the press. Recently, coalition members,
local politicians and government representatives met to dis-
cuss the route planned for the coastal highway. Solís pre-
sented an alternative route, 25 kilometers inland, that would

“A remote section of Chile’s south-central coast where the government has approved the construction of a coastal highway.
A coalition of environmentalists is working to reroute the project and protect this section of Valdivian temperate rainforest
from further road development that would lead to large-scale logging.” — Photo courtesy of Francisco Solís, Coastal Range

Conservation Coalition.



save construction dollars and forests. The Ministry of Pub-
lic Works reviewed the coalition’s proposal and promised
to reply by June 5th. When CNN en español arrived, the gov-
ernment was already two days overdue on its response. In
late June, government officials finally responded, but not
favorably. They concluded the proposal was not feasible.
In other words, “Political pressure ruled the day,” as Fran-
cisco said, discouraged by the outcome. Thus, they will con-
tinue building the road along the coast – but at least they
will complete an environmental-impact study for the up-
coming section of road planned.

What’s most interesting about the CIPMA-GEF project
and the Coalition’s campaign is that both efforts are approach-
ing conservation from the perspective of influencing so-
cial behavior. Basically, they are looking at the core of what
motivates people to conserve nature and how the process

can be manipulated or changed to reach desired results.

Considering some of the high-profile issues in Chile —
like jump-starting the economy (unemployment is at 10
percent) and improving education and health-care systems
— chances that Chilean legislators or bureaucrats will cre-
ate new conservation policies are slim. However, the work
done now will hopefully plant a seed that will sprout in
the coming decade. Possibly with the passing of time, Chil-
ean landowners of biologically diverse habitats may have
incentives available that will motivate land conservation.
They could opt to protect their land and receive tax breaks,
or even create a nature-sanctuary business, with an Initial
Public Offering to raise capital for starting such an enter-
prise. However, don’t look for me scanning the ticker tape
or the local business channel. As my brother-in-law likes to
tell me, I invest like a “grandma.” ❏
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Martha Farmelo (April 2001- 2003) • ARGENTINA
A Georgetown graduate (major: psychology; minor, Spanish) with a Master’s in Public Affairs from the Woodrow
Wilson School at Princeton, Martha is the Institute’s Suzanne Ecke McColl Fellow studying gender issues in
Argentina. Married to an Argentine doctoral candidate and mother of a small son, she will be focusing on both
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political reform as a continuation of failed attempts at Westernization that began with Peter the Great — failures
that a long succession of behind-the-scenes elites have used to run Russia behind a mythic facade of “strong
rulers” for centuries. He plans to assess the continuation of these cultural underpinnings of Russian governance
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Public affairs officer at Redwood National Park and a park planner at Yosemite National Park before his fellow-
ship, Peter holds a B.S. in Recreation Resource Management from the University of Montana and a Masters in
Environmental Law from the Vermont Law School. As a John Miller Musser Memorial Forest & Society Fellow, he
is spending two years in Chile and Argentina comparing the operations of parks and forest reserves controlled by
the Chilean and Argentine governments to those controlled by private persons and non-governmental organiza-
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A U.S. lawyer previously focused on immigration law, Leena is looking at the wide-ranging strategies adopted by
the women’s movement inPakistan, starting from the earliest days in the nationalist struggle for independence, to
present. She is exploring the myths and realities of women living under Muslim laws in Pakistan through women’s
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Carolina State University and a J.D. from the University of San Diego.
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