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When people think about Brazil, they clearly think of carnivals, samba, football or beautiful beaches. However, Brazil has more to offer as it is one of the most interesting and growing countries in the world concerning trade and investment. The country has plenty of interesting sectors where foreign investors, such as Dutch companies are most likely to succeed.
In front of you lies my thesis “Brazil and the Netherlands in Business”. The goal of this thesis is to provide a general and economic overview of Brazil. It serves as a guide for all people that are either interested in learning more about Brazil or even consider investing in Brazil.  

What are the best sectors to invest for Dutch companies in Brazil?

To give an answer to this question the following sub questions are needed:

· What is the general overview of Brazil?

· What are the trade ties between the Netherlands and Brazil?

· Does the Netherlands already invest in Brazil?

· What kind of products do the Netherlands and Brazil import and export?

· What are the most interesting sectors for Dutch companies?

· What is the best strategy for each of these sectors?

· What is the best advice for the Dutch companies before exporting to Brazil?
Sources that were necessary for completing this thesis were Web sites of the EVD (Economisch Voorlichting Dienst), Dutch Brazilian Chamber of Commerce and the International Research Project Brazil. Furthermore, the books “Brazilië in een notedop” of the Brazilian Embassy in Brussels, and “Strategisch Management Planning” from K.J. Alsem were used. I also used information provided by employees of the Brazilian Embassy in The Hague.

My thesis consists of six chapters. The thesis proceeds as follows. In the first chapter general information of Brazil will be presented by means of a DESTEP-model. The second chapter reviews the economic ties between Brazil and the Netherlands. It also contains the Foreign Direct Investment of Brazil. Interesting sectors for Dutch companies are presented in chapter three. The next chapter deals with the seven most interesting sectors for Dutch companies. Per sector the competitors and trade products are analysed. In Chapter five, I will discuss the SWOT analysis on three of the most interesting sectors. This will be followed by a confrontation matrix and strategies for each of the sectors. The thesis concludes with Chapter six which consists of a summary and recommendation. 

CHAPTER 1: GENERAL INFORMATION ABOUT BRAZIL



This chapter presents general information on Brazil. The general overview is based on the DESTEP-model. The DESTEP-model stands for: Demography, Economy, Social-Cultural, Technologic, Ecology and Politics. The fourth factor, Technology, will not be discussed in this chapter because it is out of scope.
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1.1 Demography

In January 2007, Brazil had 188 million inhabitants. In 2006, the population grew by 1.3%. After China, India, the United States of America, Indonesia and Russia, Brazil is the sixth most populated country in the world. (Source: Ambassade van Brazilië, 2003, page.4)
The official language in Brazil is Portuguese. Brazil is the only country in South America where Portuguese is spoken. In the rest of South and Central America they speak Spanish. (Source: Ambassade van Brazilië, 2003, page.19)
Religion is an important aspect in the lives of many Brazilians. In 2005, 73.8% of the population was Roman Catholic. Fifteen point four percent was Protestant, 1.3% Spiritualist and 0.3% Bantu/voodoo. (Source: Ambassade van Brazilië, 2003, page.18)
The original inhabitants of Brazil are the Indians. There are currently 280,000 Indians resident in Brazil. The current Brazilian population has been formed by immigrants from Europe and Africa. Nowadays, the composition of the population is as follows: 53.7% is of European origin (Portuguese, German, Italian, Spanish and Polish), 38.5% has mixed blood, 6.2% are of African origin and 0.9% is Japanese and Arab. (Source: EVD. n.d. “Online landenpublicatie Brazilië”, section Brazilië: bevolking, para.3)
Brazil has a relatively young population. Twenty-six point one percent is younger than 15 years old. Sixty-seven point nine percent is between 15 and 64 years old and 6% of the population is older than 65 years old. (Source: EVD. n.d. “Online landenpublicatie Brazilie”, section Brazilië: bevolking, para.2)
1.2 Economy
Main Economic Indicators
Table 1.2.1 Economic Indicators of Brazil 2002-2005

	
	2002
	2003
	2004
	2005

	GDP (billion US dollars)
	460,8
	505,5
	604,7
	795,7

	GDP growth rate (%)
	1,9
	0,5
	4,9
	2,3

	Inflation (%)
	8,5
	4,7
	6,6
	6,9

	Total external debt 

(billion US dollars)
	228,6
	234,4
	220,2
	108,0

	Unemployment rate (%)
	11,6
	13,3
	11,5
	9,8


(Source: EVD, n.d., ‘Online landenpublicatie Brazilië”, section Brazilië: economische ontwikkeling’ para. 2)
The table above shows that the Brazilian economy has improved between the period 2002 and 2005. GDP has grown every year, although the GDP growth rate fluctuated between 2002 and 2005. The unemployment rate decreased and external debt has been reduced with more than 100 billion US dollars. The inflation rate on average has decreased as well. 

Investing in Brazil

The most important countries that invest in Brazil are: The United States of America, The Netherlands, Spain, Cayman Islands, France, Germany, Portugal, Italy, Japan, The United Kingdom, Canada and Sweden. These countries are mostly interested in investing in: foodstuffs, telecommunication, energy (crude, natural gas and alternative energy such as bio-energy), financial services (bank), motorcar industry, tourism and chemical (pharmaceutical) industry. States such as São Paulo, Rio de Janeiro, Minas Gerais, Paraná en Rio Grande do Sul are states that profit most from foreign investments. (Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilie: buitenlandse investeringen para. 5)

In 2003, Foreign Direct Investment was 10.1% which is low compared to other years (2002, 2004 and 2005).

Table 1.2.2 Foreign Direct Investment in Brazil 2002-2005 (billions US dollars)
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(Source: EVD, n.d., “Online landenpublicatie”, section Brazilië: buitenlandse investeringen, para. 4) 

According to the EVD, the following sectors are interested in foreign investments in Brazil: foodstuffs, telecommunication, energy and resources, financial services (banks), automotive industry, tourism and the chemical (pharmaceutical) industry. (Source: EVD, n.d., ‘Online landenpublicatie Brazilië”, section Brazilië: buitenlandse investeringen para. 7)

Sectors in which Brazil has a strong global position are: textile industry, shoes, leather industry, soft drinks, aircraft industry, rubber, cosmetics, chemical industry, steel industry, motorcars, paper, cellulose and foodstuffs. (Source: EVD, n.d., ‘Online landenpublicatie Brazilië”, section Brazilië: buitenlandse investeringen para. 8)
Brazilian trade export-import
Table 1.2.3 Total trade export-import 2002-2005 (billions US dollars, FOB)

	
	Export
	Import
	Trade balance

	2002
	60.3
	47.2
	13.1

	2003
	73.1
	48.3
	24.8

	2004
	96.5
	62.8
	33.7

	2005
	118.3
	73.6
	44.7


(Source: EVD, n.d., ‘Online landenpublicatie Brazilië”, section Brazilië: buitenlandse handel para. 1)

Table 1.2.3 demonstrates that the import is much lower than the export. Furthermore, both export and import have increased between 2002 and 2005.

Main export-import partners
As can be seen in the tables below, Brazil’s number 1 import and export partners in 2005 are both the United States of America. In 2005 the Netherlands was Brazil’s 4th export partner, but came in 20th place as the countries import partner.
Main export partners in 2005 (%): 

Main import partners 2005 (%):

1. USA 


19,2


1. USA



17,5

2. Argentina 


8,4


2. Argentina 


8,5

3. China 


5,8


3. Germany 


8,4

4. The Netherlands 

4,5


4. China 


7,5

5. Germany 


4,2


5. Japan 


4,6







(20.) The Netherlands
0,2

(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: buitenlandse handel, para.3)
(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: buitenlandse handel, para.5)
Main Export/import products
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Brazil’s number 1 export products in 2005 were transport materials and components, followed by metal products in 2nd place, soya beans, flour and oil in 3rd place and chemical products in 4th place. 
(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: buitenlandse handel, para.4)
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Import products 2005 (billions US dollars)
Brazil’s number 1 import products in 2005 were machines and electronic apparatus, followed by chemical products in 2nd place, crude and crude derivatives in 3rd place and transport materials and component in 4th place. 

(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: buitenlandse handel, para.6)
1.3 Social-Cultural

Doing business the Netherlands – Brazil
There are several aspects that Dutch companies have to know about before doing business with the Brazilians. Table 1.3.1 shows the major differences between the Brazilians and the Dutch. When doing business with Brazilian it is best to know that they like to talk about their personal lives. They also never really start business meetings at the agreed time. 

Table 1.3.1: Differences Brazil – The Netherlands
	
	The Netherlands
	Brazil

	Invitation
	In the Netherlands, business meetings are held in the office or during dinner in a restaurant.
	In Brazil it is normal to be invited to your business partner’s home for business meetings

	Presents
	When you are invited to someone’s house it is usual to bring flowers or chocolate with you. It is appropriate to open the present directly.
	It is polite to send flowers to the hostess the next day, with a thank-you note.

Giving a gift is not required at a first business meeting. Instead buy lunch or dinner.

	Communication
	There is a clear distinction between private and business for the Dutch people. They handle business in a straightforward manner (a deal is a deal). They do not like to talk about their personal lives.
	Most of the Brazilians like to talk about their personal lives and want to share that with their business partners.

	Appointment
	The Dutch are known for their punctuality. Most of the meetings start at the agreed time.
	Brazilians never really start business meetings at the agreed time.  Business meetings normally begin with casual 'chatting' first. Only in Rio de Janeiro and Sao Paulo, business meetings tend to start on time.
Never start business discussions before your business partner does.

	Hierarchy
	Almost all of the Dutch companies handle an informal relation between the director and his employees. For foreigners it is quite shocking that employees call their boss by his or her first name.
	In Brazil, it is unusual to speak to your boss on familiar terms. They like to be addressed as ‘Doctour’ or ‘Doctoura’. First names are often used, but titles are important.

	Clothing
	At business meetings suits are used. In daily work most of the Dutch people wear casual clothing.
	Three-piece suits carry an "executive" connotation, whereas two-piece suits are associated with office workers. Conservative attire for women in business is very important.

	Conversations topics
	Good conversation topics: weather, politics and news.

Bad conversation topics: personal lives, money (income) and Germany
	Good conversation topics: soccer, family, and children. Bad conversation topics: Argentina, politics, poverty, religion, and the Rain Forest.


(Source: Omgangsvormen.nl, n.d., “Vreemde landen en gewoontes”, section Nederland, para. 1)
(Source: EVD, n.d., “Online landenpublicatie Brazilie”, section Zakelijke gedragscode, para.1)
Hofstede’s Dimensions of Culture Scales

	
	Power distance
	Individualism
	Uncertainty avoidance
	Masculinity

	Brazil
	69
	38
	76
	49

	The Netherlands
	38
	80
	53
	14


(Source: Geert Hofstede, n.d. “Geert Hofstede Analysis Brazil, para. 3, 4, 7 & 8)

This table shows that the cultural differences between the Netherlands and Brazil are very distinctive. The biggest difference is shown by the dimension Individualism.  Hofstede writes: “All the Latin countries are considered to be Collectivist societies as compared to Individualist cultures. This is manifest in a close long-term commitment to the member 'group', be that a family, extended family, or extended relationships. Loyalty in a collectivist culture is paramount, and over-rides most other societal rules.” 
“The Brazilian culture results from a mixture of European, Amerindian, African and Asian cultures. Not only do most Brazilians have ancestors from various parts of the world, their customs and rituals have blended into a new culture that is typically Brazilian. Nowadays, the level of mixture is that high that cultural differences exist mainly between regions.”
According to the EVD, more than half of the 188 million citizens currently live under the poverty line. In Brazil, there are large differences between the incomes of the population. As shown in the table below, only two point five percent of the Brazilians belong to the rich part of the population. 
Household income

Graph 1.3.2 Classification household income (%)

[image: image21.png]nch Guiana
WErance)

COLOMBIA

¢ Macapi
IBelém
l Amazon oy ¥

Basin Fortaleza
. lmperatnzo OTeresina

A Natal

~_oPortoVelho Joto Péssoat
Jcho Branco 3 o Kecffe
PERU “ Taguatinga, - Aot

BOLIVIA o
Cuiabd, £ ‘Salvador
\_L o oBRASILIA
PGoiania
Uberlandid 5
\po | Ubdraba®-."| Belo Horizonte

Grande'

AR-\(;mL
Sao Patiloo o

Rio de Janeiro

O Vitoria

9Curitiba )
< $Floriandpolis ATLARIE
OCEAN
araenTivg [ NG oo Alegre
Rio Grande o s

URUGHAY
500 miles




(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: marktkenmerken, para. 2)

Table 1.3.3 Households and income

	
	2005
	2010

	Number of households (x million)
	53,4
	58,5

	Number of persons per households
	3,4
	3,4

	Average household income (US dollar)
	4.937
	6.091

	Average monthly loan (US dollar)
	338
	403


(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: marktkenmerken, para.5)
Eighty-one percent of the population lives in cities. Regions with the most spending capacity are: São Paulo, Brasília, Belo Horizonte, Porto Alegre, Rio de Janeiro, Curitiba, Fortaleza, Recife and Salvador. (Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: marktkenmerken, para.6)

1.4 Ecology
Amazon
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The Amazon is one of the most well-known natural resources of Brazil. The Amazon is four million km wide and covers one third of the total surface of Brazil. Over five million species of plants and animals live and grow in this region. States that are part of the Amazon are: Amazonas, Pará, Amapá, Roirama and Acre. Countries such as French-Guyana, Suriname, Guyana, Bolivia Ecuador, Peru, Colombia and Venezuela are also a part of the Amazon. The most important characteristics of this region are: the tropical rain forest (the largest tropical rain forest of the world) and the Amazon River. The Amazon contains as much as a fifth of the total potable water reserve of the world.
There are several large economic activities in the Amazon region. For example, livestock farming, mining, illegal wood production and oil which is found in the tropical rainforest. Due to these economic activities there is a chance that the Amazon will disappear. Between 10 and 15% of the Amazon has already disappeared. 
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Climate

In the Southern part of Brazil, the climate in March till November is dry. In February it is humid. During the Brazilian winter (June till September), the weather in Rio de Janeiro and in the neighbouring states can be compared to the summer of North Europe. In the rainforest regions, Pantanal and the Amazon, the weather is humid. In the Northeast of Brazil, the average temperature is always between 23° to 27°C. 

(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: geografie en klimaat, para. 4 & 7)
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1.5 Political
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The official name for Brazil is Républica Federativa do Brasil. The country has a Presidential Republic type of government and is lead by President Luiz Inácio Lula da Silva. On October 29 of 2006, Luiz Inácio Lula da Silva (PT: Partido dos Trabalhadores) was voted as president for the second time. His opponent was Geraldo Alckmin. The first presidential period of Lula started on 1 January 2003. In which he succeeded Fernando Henrique Cardoso of the PSDB (Partido da Social Democracia Brasileira). (Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: bestuurlijke organisatie, para.2)
In Brazil, all of the citizens between eighteen and seventy years old have the obligation to vote.

The country is divided in to 26 states and a federal district. 
· Southern states: Paraná (PR), Rio Grande do Sul (RS), Santa Catarina (SC).
· Southern-east states: Espírito Santo (ES), Minas Gerais (MG), Rio de Janeiro    (RJ), São   Paulo (SP).

· Middle West states: Distrito Federal (DF, Brasília), Goiás (GO), Mato Grosso (MT), Mato Grosso do Sul (MS).

· Northeast states: Alagoas (AL), Bahia (BA), Ceará (CE), Maranhão (MA), Paraíba (PB), Pernambuco (PE), Piauí (PI), Rio Grande do Norte (RN), Sergipe (SE).

· Northern states: Acre (AC), Amapá (AP), Amazonas (AM), Pará (PA), Rondõnia (RO), Roraima (RR), Tocantins (TO).

The 26 states of Brazil have their own municipal government and legislative and legal power. The government of the states is conducted by a chosen governor. (Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: Bestuurlijke organisatie, para.1)
CHAPTER 2: THE NETHERLANDS AND BRAZIL: TRADE RELATIONS AND FOREIGN DIRECT INVESTMENT



This chapter deals with close trade relations between the Netherlands and Brazil. It also discusses the total trade numbers between the Netherlands and Brazil, the Foreign Direct Investments in Brazil and the trade products that are being traded between the two countries.  
2.1 Trade numbers the Netherlands – Brazil

The Netherlands is an important trade partner for Brazil. In the Americas, after the United States and Argentina, Brazil is the third main destination for Dutch exporters. The Netherlands is also one of the most important investors in Brazil. In addition Brazil wants to expand this commercial flow. Brazil is a member of MERCOSUL and is, according to the Brazilian Embassy, negotiating about an agreement for free trade with the European Union. (Source: Brazilian Embassy, n.d., section Handelrelaties, para.5)
Table: 2.1.1 The Netherlands – Brazil trade (2003 – 2006) x 1.000.000 euro

	
	BRA ( NL
	NL ( BRA
	Trade Balance NL

	2003
	2322,7
	575,1
	-1747,6

	2004
	2710,4
	638,5
	-2071,9

	2005
	2800,9
	746,8
	-2054,1

	2006
	3068,4
	894,4
	-2174,0


(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Brazilië: Handelscijfers Nederland-Brazilië 2003-2006, para.1)
Table 2.1.1 demonstrates that between 2003 and 2006 both import and export increased every year. 

2.2 Foreign Direct Investments in Brazil
As shown in the table below and already mentioned in paragraph 2.1, the Netherlands was and still is one of the principal countries that invests in Brazil. In 2002 and 2004 it even ranked first place.
Table 2.2.1 Principal countries with foreign direct investments in Brazil
2001-2005 (millions US Dollars)
	2001
	2002
	2003
	2004
	2005

	USA
4.464,93
	Netherlands
3.372,46
	USA
2.382,75
	Netherlands
7.704,85
	USA
4.644,16

	Spain
2.776,58
	USA
2.614,58
	Netherlands
1.444,88
	USA
3.977,83
	Netherlands
3.207,92

	France
1.912,82
	France
1.814,97
	France
825,23
	Spain
1.054,93
	Mexico
1.661,18

	Netherlands
1.891,85
	Germany
628,29
	Spain
710,47
	Germany
794,73
	France
1.458,41


(Source: Dutch Brazilian Chamber of Commerce, n.d., section Balance the Netherlands – Brazil, para.4)  

In 2001, more than 200 companies were fully or partly owned by Dutch owners. The principal Dutch multinationals that invest in Brazil are: ABN-Amro, Ahold, Akzo-Nobel, C&A, Heineken, ING, KLM, Océ, Philips, Rabobank, Shell, SHV, Unilever, Van Leer, Wessanen, and many more.

Dutch companies mostly invest in mining, crude and natural gas, transport, chemicals, feed industry, retail and financial service.
 (Source: Dutch Brazilian Chamber of Commerce, n.d., section Balance the Netherlands – Brazil, para.7)

2.3 Trade products
This paragraph deals with products that are being traded between the Netherlands and Brazil between 2003 and 2006. 

Table 2.3.1 Dutch import from Brazil (2003-2006) x 1.000.000 euro
	
	2003
	%
	2004
	%
	2005
	%
	2006
	%

	Total agriculture
	1633,0
	70.3
	1787,6
	66.0
	1780,5
	63.6
	1831,8
	59.7

	Total industry
	689,7
	29.7
	922,8
	34.0
	1020,4
	36.4
	1236,5
	40.3

	Total
	2322,7
	100
	2710,4
	100
	2800,9
	100
	3068,4
	100


(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Handelscijfers Nederland-Brazilie 2003-2006, para.2)
Table 2.3.1 demonstrates that the total import of both agriculture and industry has increased from 2003 to 2006. Agricultural products are imported from Brazil which is more compared to industrial products. Although, total agricultural has decreased from over 70%to under 60% in the period 2003 to 2006.
Table 2.3.2 Dutch export to Brazil (2003-2006) x 1.000.000 euro
	
	2003
	%
	2004
	%
	2005
	%
	2006
	%

	Total agriculture
	50,4
	8.8
	47,7
	7.5
	52,2
	7.0
	49,4
	5.5

	Total industry
	524,6
	91.2
	590,8
	92.5
	694,6
	93.0
	845,1
	94.5

	Total
	575,1
	100
	638.5
	100
	746.8
	100
	894.4
	100


(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Handelscijfers Nederland-Brazilie 2003-2006, para.3)
Table 2.3.2 shows the same as table 2.3.1, that both the total of agriculture and industry has increased between 2003 and 2006. In comparison with table 2.3.1, it is notable that the Netherlands export more industry than agriculture to Brazil. The share of industry products has reached almost 95% in 2006.

The table demonstrates which products the Netherlands imported from Brazil between 2003 and 2006.
Table 2.3.3 Main Dutch import products from Brazil 2003 – 2006
	
	2003
	2004
	2005
	2006

	Feed and live animals
	984,8
	1044,9
	1127,5
	1177,6

	Beverage and tobacco
	76,2
	66,3
	79,1
	77,7

	Raw materials
(not eatable, excl.)
	779,3
	1018,1
	982,7
	989,8

	Mineral fuels
	70,1
	81,4
	90,4
	64,4

	Animal and vegetable oil
	9,9
	17,3
	20,9
	59,3

	Chemical products
	92,3
	98,1
	121,4
	158,5

	Manufactured products
	171,0
	251,0
	250,7
	397,9

	Machinery and transport materials
	82,9
	64,0
	55,5
	70,1

	Other manufactured products
(not elsewhere specified)
	56,1
	69,5
	72,7
	73,0


(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Handelscijfers Nederland-Brazilie 2003-2006, para. 2)
Table 2.3.3 shows that in 2006 the three most imported products from the Netherlands to Brazil were feed and live animals, raw materials and manufactures.

The table below demonstrates which products the Netherlands exports to Brazil between 2003 and 2006

Table 2.3.4 Main Dutch export products to Brazil 2003 – 2006

	
	2003
	2004
	2005
	2006

	Feed and live animals
	32,0
	36,3
	39,0
	35,5

	Cattle fodder
	11,6
	14,5
	14,5
	14,7

	Raw animally and vegetable
	16,7
	7,4
	9,2
	9,4

	Vegetables and fruits
	5,0
	6,9
	8,4
	7,4

	Raw vegetable products
	6,7
	6,4
	7,4
	7,4

	Chemical products
	255,7
	261,7
	268,9
	318,9

	Organic chemicals
	85,0
	80,9
	102,5
	109,1

	Machinery and transport materials
	156,2
	167,2
	228,6
	281,4

	Manufactured products
	52,9
	57,5
	86,9
	111,4

	Other manufactured products (not elsewhere specified)
	50,3
	76,7
	90,4
	80,7


(Source: EVD, n.d., “Online landenpublicatie Brazilië”, section Handelscijfers Nederland-Brazilie 2003-2006, para.3)
Table 2.3.4 demonstrates that chemical products, machinery and transport materials, and manufactures were the top three exported products from the Netherlands to Brazil in 2006.
According to the Dutch Brazilian Chamber of Commerce and the International Research Project Brazil, the main products that are being traded between Brazil and the Netherlands are:

	Main products that are being exported from Brazil to the Netherlands are:
	Main products that are being imported by Brazil from the Netherlands are:

	1. Chemical adhesive
	1. Diesel oil

	2. Soya
	2. Chemical products

	3. Orange juice
	3. Pharmaceutical products

	4. Cocoa
	4. Medicines

	5. Coffee
	5. Cattle fodder

	6. Sugar
	6. TV tubes

	7. Chicken and beef
	7. Preserved fruit and tuna

	8. Oil platforms and installations for the oil industry
	8. Milk and cheese

	9. Aluminium and iron alloys
	9. Milk powder

	10. Used rails
	10. Paper

	11. Fruits: mango, lime, avocado, banana and grapes
	11. Cereals

	12. Charcoal
	12. Jewellery

	13. Non electrical refrigerators
	13. Machinery and transport materials

	14. Feed and live animals
	14. Feed and live animals

	15. Glass veil Black
	15. Divers fabricated products

	16. Vegetables
	16. Manufactures classified to materials

	17. Oleaginous seeds and fruits
	17. Raw materials (not eatable)

	
	18. Minerals fuels and lubricants


(Source: International Research Project Brazil, n.d., “Brazil” para.6)
(Source: Dutch Brazilian Chamber of Commerce, n.d., “Brazil”, para.5)

(Source: Dutch Brazilian Chamber of Commerce, n.d., “The Netherlands”, para.6)
The three previous paragraphs show that the economic ties between the Netherlands and Brazil are good and will further improve. This proves that for Dutch companies, Brazil is an excellent country for exporting.
Chapter 3: Sectors of interest for Dutch companies in Brazil


The Southern and South-Eastern states, which includes the states Espirito Santos, Minas Gerais, Rio Grande do Sul, Rio de Janeiro, Santa Catarina and São Paulo, are the industrial heart of Brazil. This chapter deals with the most interesting sectors per state for exporting products and or services from the Netherlands.
	State
	Chances for Dutch exporters

	Espirito Santos                (south-east)
	Shipbuilding
	Transport and logistics

	
	Crude and natural gas
	Steel industry

	Minas Gerais               (south-east)
	Mining
	Transport and logistics

	
	Electric appliances
	Agro-industry

	Rio Grande do Sul           (south)
	Subcontracting livestock farming, farm institution & veterinary requirements

	
	Subcontracting agriculture, agriculture and horticulture 

	
	Consultancy concerning ports, logistics and subcontracting airports

	
	Food industry (packing machines and material)

	
	Health care (high-tech and medical equipment)

	
	Graphic industry (technology and advanced products)

	
	Durable energy
	Automation

	
	Dredging
	Subcontracting cars industry

	
	Environment
	

	Rio de Janeiro    

(south-east)
	Crude and natural gas
	Consultancy concerning logistics

	
	Port activities
	Ports and airports

	
	Infrastructure 
	Environment 

	
	Transport & logistics
	Safety

	
	Shipbuilding
	Tourism

	
	Subcontracting to car industry
	Consultancy concerning logistics

	Santa Catarina              (south)
	Subcontracting livestock farming, farm institution  and veterinary requirements

	
	Health care (high-tech and medical equipment)

	
	Agriculture and horticulture (technology)

	
	Foods industry (packing machines and material)

	
	Graphic industry (technology and advanced products)

	
	Tourism
	Environment

	
	Dredging
	Consultancy concerning ports

	
	Automation
	Durable energy

	
	Logistical and subcontracting airports
	Subcontracting agriculture

	Sao Paulo                
(south-east)
	Energy sector
	Dredging

	
	Airport expansions
	Infrastructure 

	
	Construction sector
	Environment

	
	Subcontracting cars industry
	


(Source: Internation Research Project Brazil, n.d., Federal States, section Interesting Federal States, para.4)

(Source: EVD, n.d., Online landenpublicatie Brazilië, section “Brazilië: regional bekeken deelstaten, para.1)

Chapter 4: COMPETITORS



Together with the Dutch Embassy in Brazil, the EVD has identified a number of interesting sectors for Dutch exporters. The selection was based on the volume and development of the market and furthermore opportunities for import and investments from the Netherlands. 

(Source: EVD, n.d., Online landenpublicatie Brazilië, section Brazilië: Kansrijke sectoren, para. 1)

The following sectors were selected:

1. Agro-industry (machines for the food processing industry)
2. Energy and water (natural gas and crude and alternative energy sources such as biomass, warmth strength, wind and solar energy)

3. Environment technology (advice, treatment of waste and water purification)
4. Professional education and transfer of knowledge.

5. Transport and logistics (multimode systems and inland shipping)

6. Electronics
7. Medical
8. Shipbuilding

9. Tourism

10. Infrastructure (airports)

11. Industrial subcontracting (shipbuilding, mud sector and motorcar industry)
12. ICT
13. Financial services

14. Machinery

15. Foodstuffs and packing
The next paragraph will elaborate more on the first seven interesting sectors for Dutch companies in Brazil. The sectors wherein Dutch companies will succeed the most are: agro-industry, energy and water, environment technology, professional education and transfer of knowledge, transport and logistics, electronics and medical.
1. Agro-industry

Feed, pre-fry chips and milk powder are a few of the main products imported from the Netherlands. Important export locations for Brazil are the MERCOSUL countries (Argentina, Paraguay, Uruguay, Chili, Peru, Venezuela, Mexico and Bolivia), the USA and Canada. One third of the agriculture products are imported from Argentina. The Netherlands is not the most important exporter of agriculture products to Brazil. Germany, Italy and France are the most important export countries for the import of agricultural products. Areas that are interesting for Dutch companies are the foodstuff industry (machines and ingredients) and the meat industry. Within the agro-industry there are many investments in (semi)microwaves meals and frozen products. (Source: EVD, n.d., Online landenpublicatie Brazilië, section Brazilië: agro, para. 6)
2. Energy and water

The market for subcontracting of components for the electricity distribution sector (safety, transformers, relais and subcentrales) will grow the coming years. The same applies for subcontracting in the crude and natural gas industry (pipelines and turbines). Important suppliers of these components are the USA, Sweden, Germany, Italy, France, Spain and Japan. (Source: EVD, n.d., Online landenpublicatie Brazilië, section Brazilië: energie en water, para. 1 & 8)
3. Environment

Brazil has many environmental problems. The country needs help with the following problems: pollution on household and government level, serious air -, floor - and water pollution in industrial areas and air pollution particularly in cities such as São Paulo and Rio de Janeiro. Important subcontractors of environmental technology are the USA, Germany, France and Canada. (Source: EVD, n.d., Online landenpublicatie Brazilië, section Brazilië: milieu, para. 1 & 3)
4. Professional education and transfer of knowledge
Many Brazilian educational institutes are interested in a cooperation with other countries, and therefore with the Netherlands as well. Brazilian educational institutes are interested in curriculum development, training and consultancy. Areas that need the help of Dutch institutions are commitment of Dutch or European government money (development cooperation), support by non-governmental organisations (NGO) and company sponsoring. (Source: EVD, n.d., “Online landpublicatie Brazilië”, section Brazilië: beroepsonderwijs en kennisoverdrachtpara.)
5. Transport and logistics

Interesting sectors for Dutch exporters in the transport and logistics sector are: supply of consultancy services and training, implementation of dredging, supply of navigation systems, measure apparatus, software, supply-boats, containers, subcontracting to the shipbuilding and the implementation of ship reparation. Most important subcontractors companies are from the USA, Germany, France and Italy. (Source: EVD, n.d., “Online landpublicatie Brazilië”, section Brazilië: vervoer en logistiek, para.1 & 3)
6. Electronics
Brazil imports electronics from South-east Asia (57%), China (20%), EU (20%), USA (17%), Argentina (1%) and Latin-America (3%). Main products that are being imported from these countries are: semiconductors, telecommunication components, data processing components, measure instruments, electronics for ships, industrial components, TV tubes and sound and video equipments. (Source: EVD, n.d., “Online landenpublicatie Brazilië, section Brazilië: electronica-industrie, para.8)
7. Medical

Medical products are imported from the USA, Germany, Japan, the Netherlands, Argentina and Hungary. Medical products that Brazil imports from these countries are the following: electric-medical equipments, X-ray equipments, equipments for alfa-, bèta- and gamma radiate, orthopaedic, medical and surgical equipments, prostheses, needles and catheters.

(Source: EVD, n.d., Online landenpublicatie Brazilië, section Brazilië medische sector para.2)

CHAPTER 5: SWOT - ANALYSIS



The SWOT-analysis consists of an internal analysis of the strengths and weaknesses of Dutch companies and an external analysis of the opportunities and threats for these companies on the Brazilian market. Based on the SWOT-analysis there will be a confrontation matrix and finally the best strategy to succeed in the Brazilian market. The following three sectors have the best chance to succeed in the Brazilian market.
1. Agro industry
Strengths
· S1: The Netherlands has a high level of knowledge when it comes to agro-industry.
· S2: Good infrastructure of subcontracting, processing and distribution

· S3: The suitable Dutch weather and soil creates an ideal climate for the agro-industry.  
Weaknesses
· W1: The Dutch way of working in the agro-industry might not match with the way Brazilian workers are used to work.
· W2: The way that Dutch companies work can be too expensive for Brazilian companies.
· W3: The Netherlands is not the main export country of agrarian products to Brazil, in comparison with other European countries (Germany, France and Italy).
Opportunities
· O1: The agro-industry in Brazil will grow in the upcoming years.
· O2: In the coming years there will be a strong increase in food service and institutional sector (10 up to 20% per year)

· O3: The consumption of pork meat, dairy products, vegetables and fruit are relatively low, but can be increased by the growing economy.
· O4: The Brazilian agriculture sector is very promising for Dutch companies. Especially companies that are active in the food industry (machinery and ingredients)
Threats
· T1: Increasing competition
· T2: Because of the comparative advantages, Brazil will become a stronger player on the world market.
· T3: The social discussions centre around the environment, nature and food safety.
Confrontation matrix

	
	Strengths
	Weaknesses

	Opportunities
	With the knowledge that Dutch companies have they can focus more on the growing consumption of dairy products and vegetables (S1, O3)
	By competing with their European competitors, Dutch companies can better respond to the growing agro-industry in Brazil (W2,O1)

	Threats
	Working together with the competitors for example in the knowledge of distribution 
(S1, T1)
	Reduce costs to have a bigger market share in the agro-industry (W2,T1)


Strategy

Based on the confrontation matrix it is better for the Dutch companies to focus on the combination strategy: strengths and opportunities. This means that Dutch companies have to work with Brazilian companies and use their knowledge to compete with other European countries and Argentina.

2. Energy and water
Strengths
· S1: The Netherlands is one of the countries with the best knowledge when it comes to water management.
· S2: Dutch exporters have a comparative advantage in equipments, components, knowledge and capital.
· S3: Dutch exporters also have a comparative advantage in hydraulic power station and creating a new structure for electricity supplies.

Weaknesses

· W1: High loan costs

· W2: Little cooperation with institutions

Opportunities

· O1: Brazil has 14% of the global water reserves.

· O2: Water power is the biggest energy source in Brazil.

· O3: Brazilians use 200 liters per capita per day (In the Netherlands, people use 128 liters per capita per day).
· O4: Due to leakages in the water network there is a large waste of potable water. (Estimated 30%)

· O5: One third of the population is not connected to the regular potable water network. 

· O6: Alterative energy sources, such as biomass and wind energy, will double in the upcoming years.
Threats
· T1: The potable water supplies are mainly in the hands of the state governments or municipalities, which very often do not allow foreign suppliers to participation. 
· T2: The water power market is already in hands of non-Dutch companies (USA, Sweden, Germany, Italy, France and Japan).
Confrontation matrix

	
	Strengths
	Weaknesses

	Opportunities
	Using their knowledge in water management to resolve the problems in Brazil (lacking water and non connection to the regular potable water network) (S1, O4, O5)
	Using their knowledge in water management in combination with Dutch institutions (O1, W2)

	Threats
	Provide their knowledge of water management to foreign competitors (S1, T2)
	Dutch companies working with Brazilian institutions

(W2, T1)


Strategy

Based on the confrontation matrix, the best strategy for the Dutch companies is by combining the strategy: strengths and opportunities. This means, using their knowledge in water management to resolve the problems in Brazil. Problems that Brazil deals with are for instance the leakages in the water network and the large part of the population that is not connected to the regular potable water network.
3. Transport and logistics
Strengths
· S1: Dutch companies have a comparative advantage in supply of consultancy services and training, implementation of dredging, supply of navigation systems, measure equipments, software, supply-boats, containers, subcontracting to the shipbuilding and the implementation of ship reparation.
· S2: Good international position and reputation
· S3: Dutch transport and logistics sectors are nowadays more increasingly international-oriented. Several transport and logistics companies are booking more than 69% of their turnover abroad.
· S4: Dutch companies are not only focusing on the European Union but also on countries such as Russia, India, Brazil and the Middle East.  
Weaknesses
· W1: Shortage on the labour market 
· W2: Increasing legislation of the government

Opportunities
· O1: Brazil has a very large network of 1,7 million motorways, 30.000 km of train rails and more than 30 sea ports.
· O2: Brazil has many deficiencies that can be improved in the area of transport and logistics.
· O3: In the coming years the share of railway and inland shipping transport will further increase.
· O4: In the coming years ports in Brazil will expand and modernised.

· O5: Brazil has bad roads and bad planning. Bad planning results in for example, the return of long traffic-jams.
Threats
· T1: Competition from other export countries such as USA, Germany, France and Italy.
· T2: The Netherlands might lose its strong international position in the transport and logistics sector. 
Confrontation matrix

	
	Strengths
	Weaknesses

	Opportunities
	Use their international position and reputation to invest in Brazil for example in ports and railway ((S2, O3, O4)
	

	Threats
	By focussing on other countries such as Brazil they can win a stronger international position (S4, T2)
	Make the sector transport and logistics more attractive for the labour market so that Dutch companies does not lose their international position in this sector (W1, T2)


Strategy

Based on the confrontation matrix the best strategy for Dutch companies is the combination strategy: strengths and opportunities. This means, using their international position and reputation by investing in transport and logistics in Brazil. Dutch companies have to use their knowledge in ports (inland shipping transport) and railways.
SUMMARY AND RECOMMENDATION



My thesis has presented Brazil by means of the DESTEP-model. The country has a growing and positive economic climate for Dutch companies that are willing to export to Brazil. Also the political situation in Brazil is stable. Nowadays, the economic ties between the Netherlands and Brazil have improved. This is visible by the increased trade numbers and Dutch investment in Brazil over the past years. 
Dutch companies have many reasons for exporting to Brazil and therefore also invest in the Brazilian market. First of all, the Brazilian economy is one of the fastest growing economies in the world. Furthermore, Brazil has many interesting and promising sectors such as agro-industry, energy and water and transport and logistics. The third reason is that The Netherlands is already one of the largest investors in Brazil. Since Brazil borders to ten other countries, Dutch companies have the possibility to easily access new markets. In addition they also have better access to the trade block-system MERCOSUL.

In Brazil, there are various sectors of interest for Dutch companies. Sectors such as agro-industry, energy and water, transport and logistics, medical, electronics, professional education and transfer of knowledge and environment are the most interesting sectors for a great success. The SWOT-analysis and the confrontation matrix demonstrates that in order to enter the Brazilian market successfully, Dutch companies should explore their comparative advantages. Therefore, I recommend that Dutch companies have to use their comparative advantages by using their knowledge to resolve problems in the given sectors, compete with other countries and using their international position and reputation. 
Based on what is mentioned in the previous chapters, I can also conclude that Brazil is an interesting, growing and improving country concerning trade and investment possibilities. Brazil offers Dutch companies a successful and reliable trade partner, with many trading and investment opportunities. Especially the three sectors agro-industry, energy and water and transport and logistics. To succeed in these sectors, Dutch companies have to use their comparative advantage that they have concerning these sectors. The reason for this strategy is that in this way Dutch companies have a stronger position comparing with their competitors. 

The strengths of Dutch companies are: comparative advantage, high knowledge in the three sectors and a strong global position and reputation.
To conclude, my advice to Dutch companies that are willing to export to Brazil is to apply the strategy of exploring the comparative advantage that Dutch companies have concerning the mentioned sectors in their planning. This way exporting to Brazil will be a great success!
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