Biden and Bolsonaro

At loggerheads over the Amazon

SAO PAULO AND WASHINGTON, DC

For the first time, Us-Brazil ties depend on the rainforest

RAZILIAN BUSINESSES rarely preach

greenery. Yet last July, 20 months after
Jair Bolsonaro was elected president, ram-
pant deforestation in the Amazon roused
38 CEOs to speak up. Foreign investment
was falling and trade talks were stalled.
“This negative perception has an enor-
mous potential for harm,” they wrote in a
letter to the government, urging Mr Bolso-
naro to do something. He ignored them.
The pace of deforestation, as reported in
November, was 10% faster in 2020 than in
2019. Yet the president merrily slashed the
budget for environmental enforcement for
the third yearin a row.

Now those Brazilian bosses are placing
their hope in another president—one who
lacks Mr Bolsonaro’s populist disregard for
science. Joe Biden has signalled that both
his foreign and domestic policies will aim
to arrest climate change. More than 60% of
the remaining tree cover in the Amazon is
in Brazil. Not only is the rainforest brim-
ming with irreplaceable biodiversity; it is

also a carbon sink. Burning or chopping it
down turns it into a source of carbon emis-
sions instead. American diplomacy under
Mr Biden will seek to persuade Mr Bolsona-
1o not to let that happen. This is perhaps
the first time that a major bilateral rela-
tionship has focused on trees.

That presents both risks and opportuni-
ties for Brazil. After Mr Biden said in a de-
bate in September that Brazil could face
“economic consequences” if it doesn’t
“stop tearing down the rainforest”, Mr Bol-
sonaro tweeted, “OUR SOVEREIGNTY IS
NON-NEGOTIABLE.” Later, he made what
sounded like a threat, saying Brazil would
need “gunpowder” if diplomacy should
fail. Tensions have now eased somewhat.
Mr Biden told John Kerry, his climate en-
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voy, to make good on a campaign promise
to raise, with the help of other countries,
$20bn for the Amazon. In February Mr Ker-
ry had a call with Ernesto Aratjo, Brazil’s
foreign minister, and Ricardo Salles, the
environment minister. “We have to con-
struct bridges,” says Mr Salles.

In an interview with The Economist Mr
Kerry said that he would not be “just dictat-
ing”, but working with Brazil. He admits it
won’t be easy, adding that he is dealing
with “an administration that has felt~
grieved in the way that it has be”
proached to date”.

In both countries, wonks (aying to
pull together a deal that th~ 0 presidents
can claim as a win. In January a group of
former us cabinet officials and climate ne-
gotiators published an “Amazon Protection
Plan” in which funding for Amazon coun-
tries would be conditional on reducing de-
forestation. In Brazil CEOs and scientists
calling themselves Concertagdo pela Ama-
zbnia (“Agreement for the Amazon”) are
lobbying for a chunk of the aid to go to sus-
tainable development.

Until recently both countries were ac-
tive participants in climate negotiations.
As secretary of state in 2016, Mr Kerry
signed the Paris accord on climate change.
Brazil used its stewardship of the Amazon
as a way to “punch above its weight”, says
Tom Shannon, a former us ambassador to
Brazil. Between 2008 and 2019 Norway and pp
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» Germany donated more than $1bn to Bra-
7il's Amazon Fund, which aims to curb de-
forestation and support sustainable
development. But after President Donald
Trump withdrew from the Paris accord,
Brazil, China and other countries appeared
to use his environmental insouciance as a
pretext to neglect theirown commitments.

And when Mr Bolsonaro became presi-
dent in 2019 “a relationship that had been
between states and societies became a re-
lationship between two guys,” says Mr
Shannon, referring to Mr Bolsonaro’s bro-
mance with Mr Trump. Brazil's other
relationships soured. After two decades of
negotiations, the EU has yetto ratify a trade
deal with Mercosur, a bloc of South Ameri-
can nations, mostly because of Mr Bolso-
naro’s policies.

Brazil's private sector, by contrast, has
stepped up. After a decade of ignoring the
global trend to be greener, Brazilian banks,
funds and firms have now started pledging
to reduce their carbon emissions and to
eliminate deforestation from their supply
chains. The price of carbon credits in Bra-
zil's nascent voluntary market almost tri-
pled in 2020. Demand is increasing for
shares in firms that promise stricter envi-
ronmental, social and corporate-govern-
ance standards. Much of this is “green-
washing”, thinks Fabio Alperowitch of Fa-
MA Investimentos, a fund that focuses on
such shares. But some is not.

Seeing the wood for the trees
Mr Biden could help. The $20bn he has
pledged to raise for the Amazon could be
made conditional on Brazil meeting envi-
ronmental goals. So could Brazil's request
to join the oEcD, a club of mostly rich
countries. In the past, Brazil has stymied
the creation of a global carbon market by
insisting that credits it sells to other coun-
tries should also count as its own emis-
sions reductions. Such double-counting
would result in a smaller cut overall. A
push from the Biden administration to re-
ject this double-counting, if successful,
could boost conservation in the Amazon.
Off the record, however, many CEOSs ad-
mit to being more anxious than they have
let on. A deal with the Biden administra-
tion “is our only hope” of avoiding trade
barriers and further reputational damage,
says one. Both the EU and Britain are con-
sidering laws to punish companies that
import products tied to deforestation and
banks that fund them. The Democrat-con-
trolled us Congress might follow suit if di-
plomacy fails, which could provoke Mr
Bolsonaro to greater recalcitrance. A deal
will only work if he can call it a victory.
The most effective way to do this would
be to get farmers on board. Agriculture
generates a fifth of Brazil's GDP and roughly
half its exports. But whereas multi-
nationals such as jBs, the world’s largest

meat producer, and Cargill, a food-tradi
have joined the Concertagdo, Amazoni
farmers are noticeably absent. They @
sick of being blamed for deforestation, a
of unmet promises of cash for conse
ation. They think environmentalists’ ¢
mand for “zero deforestation” is unreasc
able. (Brazil’s forest code permits farm
in the Amazon to clear trees from 20%
their land.) “Whoever wants to help B
should start by respecting the law, incli
ing the right to deforest,” says Caio Peni
a beeflobbyist.

The biggest challenge for a US-spf
sored Amazon deal would be enforceme
Norway and Germany froze their do
tions to the Amazon Fund in 2019 after |
ing faith in Mr Bolsonaro. He and Mr Bi
are likely to disagree about how a new fi
should be spent. The Biden administrat
will expect progress on reducing defor
ation. But Mr Bolsonaro is reluctan
crack down on illegal logging, mining
cattle-ranching; the people who do tt
things are often his supporters.

Mr Biden appears more worried at
climate change than his predeces
were. Mr Kerry is the first climate tsar t
on the national security council. Ever
should Brazil fail to meet its targets, M
den has few diplomatic sticks with w!
to whack Mr Bolsonaro. He will be wa
isolating such a big ally as Brazil. Bilal
trade is $100bn a year; military coopera
is growing. Sanctions, if imposed, m
not work. The biggest buyer of Braz
beef and soyabeans, both of which
sometimes raised on deforested lan
not the United States but China.

If Mr Bolsonaro proves intransi
the Biden administration could work
states in the Amazon instead. The go
ment of Mato Grosso has tried to re
tree loss by encouraging farmers to jo
environmental registry. It is also ex
menting with paying farmers to clea
than 20% of their land. But bureau
and distrust among farmers b
that the state has only processe
for roughly 8% of its farmland.
sustainable economy for the Am.
take more than paying farmers r
stroy the forest, says Denis Mint
mol, the region’s largest departme
He wants American cash to sup
search into how Brazil can make
from the Amazon’s biodiversity.

In April Mr Biden will host the
Day summit to persuade world lead
strengthen their green commitmer
the lead-up to the UN summit iy N
ber. Mr Bolsonaro says he will atten:
wilson Centre, an American thinl
with ties to Brazil, has started bringi
wonks from each country together. N
1y is aware of their proposals, says a
mat. The real test will come once tt
ach Mr Bolsonaro. ®



