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From the Minister’s slides to real life

Categories : Colunistas Convidados

Last July, the Brazilian Minister of Agriculture and Livestock, Blairo Maggi presented in Washington
(USA) investment opportunities to expand the Brazilian agribusiness. He emphasized investment in
infrastructure, including works to connect the Midwest to the North connection (Amazon) through
waterways, railroads, highways and ports.

In the slides presented, Maggi listed among the attractions of the Brazilian agribusiness, the
leadership in technology for tropical agriculture, the high level of environmental protection and
traceability of production (i.e., the ability to know the origin of the products).

Will the Ministry of Agriculture, Livestock and Supply (MAPA) be able to convince international
investors?

Before deciding, investors are required to assess the risks of the investments. Given that the
investments involve the Brazilian Amazon, investors certainly would focus special attention to
environmental and social risks. What analysts would find in the Amazon?

First, they would find that in fact Brazil had made progress in combating deforestation between
2004 and 2012, reducing the annual rate by 83%, from 27,772 to 4,571 square kilometers. The
following policies helped to reduce deforestation:

The creation of protected areas and recognition of indigenous lands;

Focused field inspection in municipalities with higher deforestation rates and and faster
punishment of violators (e.g., confiscating cattle raised illegally in protected areas);
Disclosure of data on environmental offenders (maps of embargoed areas and their
offenders) and accountability of companies that bought products from these areas;
The prohibition of rural credit for irregular rural properties.

"gado criado em fazendas
gue desmataram
ilegalmente e que néo
foram fiscalizadas pode
chegar nos frigorificos e
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supermercados e pdoe em
rsco as empresas que se
comprometeram a comprar
produtos livres de
desmatamento”

In addition, from 2006, private companies have helped to reduce deforestation by boycotting soy
produced in areas illegally deforested after a Greenpeace campaign showed the soy-illegal
deforestation connection. Beginning in 2010, after a law suit by the Federal Public Prosecutors,
several slaughterhouses committed to buy cattle only from deforestation-free ranches.

However, in a due diligence process analysts would also discover that the successes of combating
deforestation have been partial and, in fact, are threatened. The average annual deforestation rate
of the past three years was 5,578 km2, having risen 16% in 2015. When landholders burn the
biomass to clear the soil of each new area deforested, they release greenhouse gases equivalent
to almost double the 52 million existing light vehicles in the country. In addition to deforesting the
Amazon, landholders also deforest large areas of the Cerrado (Savana type forest) at a rate of
nearly 7,700 km2 (2012 datum), which makes Brazil the world champion of deforestation.

Why is the country regressing in the fight against deforestation? After the initial success, the public
officials gave way to pressure from agribusiness (including from Blairo Maggi, a former governor,
senator and now the current Minister of Agriculture) and infrastructure sector for less environmental
protection, including:

¢ The reduction of conservation units in the Amazon to validate illegal occupation and to
facilitate licensing the construction of hydroelectric power plants;

e The amnesty of illegal deforestation by changing the Forest Code;

¢ The implementation of major infrastructure projects without fully implementing measures to
prevent environmental impacts;

¢ Delaying twice the obligation for farmers to register their property in the Rural
Environmental Cadaster and the obligation to restore or compensate illegally deforested
areas;

¢ The lax pledge of the Brazilian government to eliminate illegal deforestation by 2030 as part
of the national plan to reduce emissions of greenhouse gases established in the global
climate agreement.

Investment analysts would also discover that deforestation could increase if the government
approves current proposals to further reduce environmental protection, such as:
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e Reduce area, degree of protection or extinguish some protected areas;

e Hinder the recognition of indigenous lands by requiring that Congress has to approve them
(Constitutional Amendment Bill 215);

* Weakening environmental licensing to determine that the presentation of the preliminary
environmental impact study implies the authorization for the execution of the work
(Constitutional Amendment Project 21565/2012 reported by then Senator Blairo Maggi).

In addition, investors would learn that it is very difficult to know the origin of some of the agricultural
goods produced in the Amazon, especially beef. The slaughterhouses have access about the
fattening ranches where they buy the cattle, but they usually do not know where the calves and
bulls come, which are often raised in other ranches (breeding and rearing). This is because the
information on the transport of livestock from ranches and who are the owners of these ranches are
not available to the public. Thus, cattle originated from breeding and rearing ranches deforested
illegally are very likely to reach slaughterhouses, even those that have committed to source of
deforestation-free ranches.

In summary, analysts would discover significant environmental risks of investing in the region
without changes to bring the promises of the Minister’s slides to real life. The recent experiences of
the fight against deforestation show that it is possible to win, provided that politicians are committed
in the long-term with the policies that work and are willing to adopt innovations to deal with new
challenges.

3/3


http://www.tcpdf.org

