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Sustainable origination clusters are defined as the areas under the eco-
nomic influence of slaughterhouses, where cattle ranching intensification
and environmental compliance should be prioritized, guaranteeing sustainable
production, meat quality and verification of the origin of the meat.

Certain criteria were determined for the territorial delimitation of the
cluster, such as: concentration of animals and pasture areas, concentration of
slaughterhouses, deforestation risk in the region, potential for agricultural ex-
pansion and cattle intensification, needs related to environmental compliance
(Forest Code balance) and pre-arranged institutional arrangements.
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The selected cluster in the Northeast of the state of Mato Grosso includes
eight slaughterhouses that totalized 1.51 million slaughtered animals in 2014,
covering a total area of 19.9 million hectares. This area is occupied 56% by native
vegetation, 27% with pastures and 5% with agriculture. For compliance with the
Forest Code, cattle ranching within the cluster has a Permanent Preservation
Area deficit of 106.6 thousand hectares and a Legal reserve deficit of 1.18 million
hectares (based on Soares-Filho et al,, 2014). Out of the total pasture area (5.2
million hectares), 4.96 million have high and medium potential for intensifica-
tion, that is, geographic, soil and climate conditions, infrastructure and favorable
distance to slaughterhouses. With the intensification process, cattle ranching in-
side the cluster would free 1.42 million hectares, out of which 900.5 thousand
for forest restoration and 515 thousand ha for expansion of soybean production
(considering that the cattle rancher would lease the land for

the production of soybeans).
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The cattle ranching activity, in turn, should intensify 757.4 thousand hect-
ares, out of which 84.2 thousand hectares with low technology would migrate
to medium technology (6 to 12 @/ha), while 673.3 thousand hectares would
migrate from medium (6 to 12 @/ha) to growing technology (above 12 @/ha).
The range with extractivist technology would abandon most of the cattle ranch-
ing area for forest restoration and compensation, which explains the lack of in-
tensified cattle ranching. Medium technology would increase from 5.8@/ha to
11.2@/ha, while meat production would increase from 451.7 thousand to 635.7
thousand tons. Additionally, cattle ranching intensification would allow an ex-
pansion in the soybean production area by 515 thousand hectares.

For the sustainable intensification of cattle ranching to occur in scale
in the selected cluster located in the North of Mato Grosso, considering the
same premises used for the construction of the integrated state analysis in
the previous section, the necessary investment is estimated at R$ 9.02 bil-
lion (US$ 2.91 billion). This value includes R$ 7.57 billion (US$ 2.44 billion)
for cattle ranching intensification, R$ 900.8 million (US$ 291 million) for for-
est restoration and compliance with the Forest Code and R$ 546.3 million

SUSTAINABLE ORIGINATION CLUSTER

INVESTMENTS OF US$ 2.44 BILLION
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(US$ 176 million) with areas leased for soybeans, where soil correction is
necessary in order to expand agriculture in areas previously occupied with
pastures (Table 2). In this scenario, the compensation market would move R$
3.58 billion (US$ 1.15 billion) among the cattle ranchers themselves, given
the supply and demand for Legal Reserve compensation. The total NPV of the
investment in sustainable intensification, in turn, would reach R$ 9.75 billion
(US$ 3.15 billion), where the medium and growing technology levels have the
highest relative project NPVs of R$ 121/ha (US$ 39/ha) and R$ 181/ha (US$
59/ha) and IRR of 14.2% and 14.8%, respectively.

TOTAL PROFITABILITY OF SUSTAINABLE
INTENSIFICATION PROJECT

— 658% —— 139% 162% 1L8%

EXTRACTIVIST Low MEDIUM GROWING
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he analyses showed the need for and viability of intensification as a way of

increasing productivity and competitiveness of cattle ranching compared to
other activities. This is a result of the low technology and extensive production
systems largely used in Mato Grosso and in most of Brazil, which results in low
economic results.

Furthermore, cattle ranching intensification is necessary for compliance
with the Forest Code, reduction of deforestation, and as a way of achieving the
long-term objectives set forth by the Brazilian and Mato Grosso governments
during COP21 in December of 2015.

In this context, the compensation market presents itself as an instrument
capable of generating income for producers that have surplus vegetation areas
and for low technology cattle ranchers to earn more and substitute (at least part-
ly) tof the activity carried out. Leasing areas for soybean production is also an
opportunity to increase the income of these producers.

In general, producers need to know the financial returns of their farms in
order to make consistent investments in their properties in the context of cat-
tle intensification. In that way, in case the initial productivity is low, it would be
viable to lease the land for grains and/or offer the areas for environmental com-
pensation, improving the financial return of the farm. For those who remain in
cattle ranching, investments for the recovery of pastures are necessary in order
to achieve higher productivity, as well as the implementation of Good Agricultural
Practices (GAP) and financial management of the property.

Additionally, regulation and effective implementation of the state Regular-
ization Program (PRA) and regulation of the compensation market, as well as in-
centives to expand agricultural production over pastures, are necessary in order
to ensure the success of sustainable cattle ranching intensification.

The combination of three factors is recommended. The first is to work on
sustainable cattle ranching intensification programs in priority regions like,
for example, production areas close to slaughterhouses (sustainable origina-
tion clusters) with concentration of pastures and herds and high risk of defor-
estation. The second is to to spend efforts to create appropriate conditions for
the scale implementation of investment projects. The third is to continuously
monitor this analysis, evaluating the achievement of PCI goals, premises and
market conditions.

4. According to Embrapa, "refers to a set of rules and procedures to be followed by farmers that, besides from
making the production systems more profitable and competitive, also ensure the supply of safe food, coming
from sustainable production systems.” Available at: http:/cloud.cnpgc.embrapa.br/bpa/
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The solution proposed in this study is the promotion of sustainable orig-
ination clusters in areas geographically close to slaughterhouses, with cattle
intensification potential, and capacity for agricultural expansion, fostering envi-
ronmental compliance. This is possible due to the engagement of the beef chain
stakeholders, governments and civil society.
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