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The challenges to more sustainable ranching in the Amazon

Paulo Barreto* and Daniel Silva

Pastures for ranching occupy 75% of deforested
areas in the Amazon and most deforestation has been
illegal. As a result, this sector has been the target of
enforcement activities and environmental campaigns. In
2009, IBAMA (The Brazilian Environmental Agency)
and the Federal Public Prosecution Service began legal
action against ranches and meat-packing plants in Para
to avoid the marketing of cattle obtained from illegally
deforested areas. In this The State of the Amazon we
describe the environmental pressures on cattle ranch-
ing, the future scenarios with regard to those pressures
and the means for making the sector more sustainable
in the region, including: land title regularization; envi-
ronmental enforcement and actions against clandestine
slaughter; support for forest conservation; and increased
productivity in already deforested areas.

Ranching and socioenvironmental impacts

Cattle ranching began expanding in the Amazon
Legal due to policies for integrating the region during
the 1960' and has continued to grow faster there than
in the rest of Brazil over the last few years. According
to the IBGE (The Brazilian Institute for Geography and
Statistics), from 1990 to 2008 the cattle heard in the re-
gion went from 21.1 million head (18% of the national
total) to 71.4 million (36% of the Brazilian total). Such
an accelerated growth of ranching in the region has
been possible due to good rainfall distribution that is
propitious for pasture in the main producing regions;
to subsidized credit; and to the low-cost or free use of
land (including illegally occupied public lands)?. How-
ever, such an expansion has caused socioenvironmental
problems, such as illegal deforestation, use of labor
analogous to slavery, a high rate of clandestine activity
in agribusiness® and land tenure conflicts®.

Discussions on global climate have also increased
pressures on ranching. In 2005, deforestation for ranch-
ing was responsible for approximately 43% of Brazilian
emissions of greenhouse gases, considering that 57% of
emissions resulted from deforestation® and that 75% of
deforested areas are occupied by pastures®.

The increasing pressure on ranching

From the 1990s on, combating the negative im-
pacts of ranching began to achieve greater emphasis
involving pressure from the government and environ-
mentalists. However, governmental efforts have been
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faulty or insufficient. For example, the government has
collected less than 5% of the total amount of fines issued
for crimes against flora’ and has only partly carried out the
Action Plan for Prevention and Control of Deforestation
in the Amazon Legal (Plano de A¢do para a Prevengdo
and Controle do Desmatamento na Amazénia Legal -
PPCDAM) from 2004 to 2007%. Despite those failings,
actions by the government and a drop in prices for cattle
and soy beginning in 2004 helped to reduce the deforesta-
tion rate beginning in 2005°. However, at the end 02007,
deforestation began to climb, stimulated by an increase
in prices for agricultural and ranching products.

Reacting to the return of deforestation, in De-
cember 2007, the President of Brazil issued Decree
6.321/2007 with various measures against environmen-
tal crimes. The National Monetary Council began to
demand that, beginning in July 2008, rural properties
greater than 400 hectares present evidence that they have
requested land title and environmental regularization in
order to obtain rural credit'’. Furthermore, the Decree
regulated the embargo of economic use of illegally
deforested areas, as well as providing joint liability for
the productive chain in acquiring products from those
embargoed areas''. Thus, a meat-packing plant that
purchases meat from an area embargoed due to illegal
deforestation is subject to environmental penalties.

Besides issuing new rules, the government inten-
sified environmental enforcement beginning in March
2008 by means of fines, seizing of timber and embargoes
of deforested areas. In June 2008, for the first time the
federal government apprehended 3,000 head of cattle in
the Terra do Meio Ecological Station in Paré based on
Decree 6.321/2007.

In June 2009, the Federal Public Prosecution Ser-
vice (MPF) in Pard and IBAMA began legal proceedings
against 21 ranches (20 for not fulfilling environmental leg-
islation and one for being located in an Indigenous Land)
and another 13 meat-packing plants that purchased cattle
from those ranches. Next, the MPF recommended that 69
companies that were consuming products obtained from
those meat-packing plants cease acquiring them in order
to avoid lawsuits. The MPF action was strengthened by a
Greenpeace report that demonstrated the illegal source of
raw material for the meat-packing plants and the rest of the
productive chain, including supermarket chains, tanneries
and sporting goods and clothing factories'?.

Less than a month after the beginning of prosecu-
tion by the MPF and the Greenpeace campaign, 35 retail
chains and industries suspended contracts with the meat-
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packing plants involved in the lawsuit. The Brazilian
Supermarket Association (ABRAS) announced in August
2009 that it would demand certification to certify the ori-
gin of been from its meat-packing plant suppliers'>.

To avoid continuation of legal proceedings and
be able to recommence operations, in August 2009 three
meat-packing plants and the ranchers’ representative
signed a Consent Decree (Termo de Ajustamento de
Conduta" - TAC) with commitments to environmental
and land title regularization. The meat-packing plants
committed themselves as of the date of signing the TAC,
not to acquire cattle from ranches belonging to areas
listed as embargoed by IBAMA and for slave labor by
the Ministry of Labor'®, or which carry out new defor-
estation in the next two years. The meat-packing plants
also committed themselves, beginning in January 2010,
to buying only cattle from suppliers who present proof
of having requested the Rural Environmental Cadastre
(Cadastro Ambiental Rural - CAR) from the Para State
Environmental Secretariat (SEMA) and who begin-
ning in July 2010 present a request for environmental
licensing with SEMA. By July 2011 the producers will
have to present the final environmental licensing, and
by August of 2014, they must have concluded land title
regularization of their ranches.

The Para state government also signed a term of
commitment to implement public policies to support land
title regularization and ordering, including conclusion
of Ecological-Environmental Zoning (ZEE)'S. Further-
more, the government is to draw up, within six months,
the term of reference for an independent audit to verify
the terms for the TAC (which is to be approved by the
MPF) and make available up to R$ 5 million (nearly US$
2.7 million) per year for carrying out the audits.

MPF actions and independent reports'” have also
had repercussions in the financial sector. The National
Bank for Economic and Social Development (Banco
Nacional de Desenvolvimento Economico and So-
cial - BNDES)" determined new socioenvironmental
guidelines for financing the ranching sector'?, and began
demanding adherence to the traceability system and veri-
fication of socioenvironmental regularity for the entire
productive chain, as well as requiring an independent
audit similar to the one established for the government
of Para by the TAC?.

Faced with those pressures, on October 5, 2009,
four of the country’s principal meat-packing plants do
signed a voluntary commitment for zero deforestation
with Greenpeace®'. Besides the commitment not to buy
cattle coming from deforested areas after signing of the
agreement, the meat-packing plants will demand land
title and environmental regularization from suppliers
on terms similar to those of the TAC signed in Para. It
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is relevant to note that, because no reliable traceability
system has been implemented in Brazil??, all of these
agreements call for adoption of reliable tracing and
independent audits.

In November 2009, the federal government an-
nounced a 45% drop in deforestation from August 2008 to
July 2009 in relation to the same period the previous year—
the lowest rate recorded over the last 21 years (7,008 km?).
This drop very probably occurred due to intensification of
enforcement at the beginning of 2008 and the economic
crisis begun in September of the same year.

The pressure is likely to continue. Shortly after
announcing the drop in deforestation, the government
also announced a commitment to a 36% to 38% reduc-
tion in projected Brazilian greenhouse gas emissions by
2020%. Between 52% and 58% of the total of projected
reductions would result from an 80% reduction of de-
forestation in the Amazon?.

Scenarios for ranching

Recent pressures on ranching may lead one
to believe that the sector will inevitably adjust itself
to socioenvironmental rules. Thus, any increase in
production would occur through increasing productiv-
ity of deforested areas instead of mainly through new
deforestation. However, it is relevant to consider other
scenarios due to counter-reactions from the sector and
difficulties in adaptation. That is why we project the four
following scenarios considering the plausible variations
of critical factors.

Maintenance or increase of production due to
increase in productivity. This scenario would result from
the following factors. First, beef industries would expand
concentration and thus would become increasingly sus-
ceptible to legal and market pressures to demand good
practices from ranchers. The pressured ranchers would
organize so as to overcome the barriers to investments
in productivity (Box 1). The sources of investment
might include subsidized public credit or payment for
environmental services derived from the forest, such
as global climate stability and formation of rainfall for
Brazil’s Center-South®.

However, it is plausible that production might
diminish before increasing or stabilizing. Some produces
would find barriers to increasing productivity (see Box
1) and to fulfilling laws, be it due to costs (land title
regularization®, taxes and mandatory salary fringe
benefits and environmental licensing) or to fears of
sanctions resulting from past irregularities (e.g. fake land
titles)?”. Market restrictions would continue and there
would be a surplus of cattle, which for its part would
lead to a drop in prices and production. This crisis might
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Box 1. Is it worthwhile to increase pasture capacity for cattle ranching in the Amazon?

It depends on the scale of production (Figure 1).
Estimates from the Anuario da Pecuaria for 2002 to
2008% shown that intensive ranching for post-weaning
grazing and fattening (approximately 1.3 Animal
Unit (AU)**/hectare/year) has been more profit-
able than extensive (around 0.7 AU/hectare/year)
only on a large scale (5 thousand AU). Intensive
raising without scale (500 AU) would generate
a very low or negative rate of return, always
lower than extensive raising, mainly due to low
efficiency in use of the labor employed (low
number of animals per employee).

The fact that intensive ranching is more
lucrative, but does not predominate in the region
is intriguing. The following hypotheses might
explain that apparent contradiction: 1) the pre-

= Extensive without scale

length in a given pasture®; and iv) many ranchers are
unaware or do not believe in techniques for increasing
productivity**.

= |ntensive without scale

Extensive with scale = |ntensive with scale
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cariousness of land title documentation or the
risks of invasion of properties associated with
land reform inhibits the acquisition of properties
in order to increase the scale of production®'; ii)
squatters (posseiros) maintain extensive ranch-
ing (less lucrative) as a form of assuring land
possession and consider the expectation of land

increasing in value as a form of long-term remu- 2002

neration’; iii) investing in technologies implies
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Figure 1. Average annual return on investment (% over asset)

increasing risks and/or supervising operations in  of post-weaning grazing and fattening in the principle ranching
the field at a level undesirable for most ranchers — municipalities in the Amazon. Annual variation resulted mainly
for example, monitoring the calendar for grazing from variation of production costs and beef prices.

encourage negotiations for land title and environmental
regularization and reopening of markets. Thus, after
some years there would be an increase in investments
in productivity that would lead to an increase of total
production until it reached a level similar or greater than
the present one?,.

Increase in production through new deforesta-
tion. The majority of producers would encounter the in-
stitutional and economic barriers described in the scenario
above. Additionally, scarce credit or the non-existence
of payments for environmental services would discour-
age maintenance of forests. Unable to react against the
markets, producers would pressure for legal changes that
would allow new deforestation, such as reduction in the
percentage of legal reserve, amnesty for illegal deforesta-
tion* reduction of Conservation Units*.

Beef producers, for their part, would seek lower
prices, relax their voluntary environmental demands and
require ranchers only to fulfill the new legislation that
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would tolerate more deforestation. Thus, the ranchers
would continue to increase production through defor-
estation.

However, this situation might result in envi-
ronmentalist campaigns against companies that had
assumed voluntary commitments against deforestation.
Thus, those companies might reassume their commit-
ments against deforestation to avoid problems with their
reputation®’.

Production through productivity and deforesta-
tion. This scenario would result from partial advances
from pressures and support from public policies and the
market against illegal deforestation. One of the most
relevant factors for this scenario would be the continuing
market for clandestine meats, which in 2006 represented
34% of the Brazilian total*®. The animals are slaughtered
without sanitary and fiscal controls and would also be
immune from socioenvironmental control. Thus, the
uncontrolled market might continue buying from ranch-
ers who deforest.
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Unfair competition from that market might lead
legalized companies to pressure the government to in-
crease control over clandestine slaughter in the medium
term. Thus, the effectiveness of combating deforestation
in the medium term might depend on the success of pres-
sures against the clandestine beef market*. Furthermore,
fragile environmental control might favor the use of
subsidized credit originally earmarked for increasing
productivity for deforestation of new areas.

Decline of production. This scenario would result
from continuation of legal and market pressures from the
first scenario, without, however, many producers being
able to regularize their environmental, land title and
labor situations, even in the medium term. A reduction
of production in the Amazon might increase the price
of beef and increase the competitiveness of intensive
ranching based on the integration of farming-ranching,
semi-confinement and confinement in regions with bet-
ter infrastructure and nearness to sources of inputs* and
the market, such as the Center-West and Southeast of
Brazil. There is also the fact that it would probably be
safer and cheaper to track cattle in those regions than
in extensive activities in the Amazon. Thus, ranching in
remote regions of the Amazon with poor infrastructure
would cease to exist.

Although they do not exhaust all of the possi-
bilities, these scenarios indicate possible undesirable
situations in socioeconomic and environmental terms,
such as an increase in deforestation or a prolonged
decline for ranching due to loss of competitiveness. On
the other hand, an increase of production by increasing
productivity would be preferable in environmental terms
and might promote more lasting socioeconomic gains
based on more stable relations with the market. For this
reason, we suggest the following measures in order to
stimulate a more rapid transition of ranching towards
more sustainable production.

Recommendations for public policies

Create the bases for land tenure and environ-
mental regularization. It is urgent that Ecological-
Economic Zoning (ZEE) be concluded in the main
producing states that lack zoning (Mato Grosso and
eastern part of Pard), which, for its part, would define
the percentage for recuperating the legal reserve at 50%
or 80% of'the property in areas already occupied*!. That
definition would facilitate adherence of producers to fol-
lowing the Forest Code and thus to achieving land tenure
regularization. Furthermore, it is essential to equip and
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establish environmental and land agencies throughout
the interior so that they can respond more rapidly to the
demands for regularizing producers and also to provide
for repossession of unduly occupied public lands (e.g.
Conservation Units and Indigenous Lands).

Increase the effectiveness of enforcement related
to the environment and to illegal slaughterhouses. The
government needs to strengthen control over the supply
of illegal cattle as well as to inhibit the market for such
cattle. In order to inhibit supply, the government needs
to increase its effectiveness in combating environmental
crimes (e.g. increase collection of fines) and avoid the
irregular occupation and use of public lands (e.g. il-
legal land-grabbing and occupation of protected areas).
Parallel to that, it is necessary to inhibit clandestine
slaughter of animals, which, besides tax revenue losses
and damage to human health, may encourage produc-
tion based on illegal deforestation. To reinforce control
over such slaughter, it would be necessary to establish
individual tracking for all cattle, from birth to the meat-
packing plants. Whatever system may be adopted, it will
be essential for enforcement agencies and the market
(e.g. supermarkets) to monitor tracking by means of
independent auditors.

Concentrate and improve infrastructure and
services in rural areas. This type of investment (e.g.
roads, electricity, education and health) would improve
conditions to facilitate private sector investment in land
use productivity, including in ranching. Considering that
public resources are scarce, governments should concen-
trate and improve infrastructure in the more occupied
areas of the Amazon instead of expanding it along the
new frontiers (e.g. BR-319 highway) with low popula-
tion densities. ZEE and other analyses are necessary
for identifying priority micro-regions to receive these
investments*.

Support forest conservation and the increased
productivity of ranching. Payment for forests environ-
mental services would encourage producers to maintain
and recuperate their legal reserves. That income, in turn,
might favor investments in technologies and inputs to
increase the productivity of ranching in regions where
the return on investment is attractive (meaning, closer
to the market). To this end, the private sector and the
government should expand initiatives for remunerating
environmental services from the forest, such as com-
pensation for avoided deforestation and reforestation
for carbon sequestration. Discussions towards an agree-
ment to avoid climate changes are a unique opportunity
to obtain national and international support for forest
conservation and recovery.
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3 QObservation of a rancher in eastern Para who adopts techniques for improving productivity.
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The extension of roads in the region indicates the magnitude and complexity of the demand for investments in infrastructure in the Amazon.
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investments. See approaches to analysis in JOHNSON, T. FG. The economic impacts of infrastructure development. p 85-102, 1996. In:

Rural Development Research: a foundation for policy. (Ed.) Thomas D. Rowley et al. Greenwood Publishing Group. CT, USA.
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