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Export Diversification 
Prospects in Brazil 

By Christian Wilhelms, Hamburg 

Export d ive r s i f i ca t ion - - a  p h r a s e  r a re ly  used a few 
yea r s  a g o - - n o w  appears  w i th  inc reas ing  f requency.  
W e  find it ma in ly  in connec t ion  wi th  the  hand l ing  of 
economic  problems  in deve lop ing  countr ies ,  in par t ic -  
u la r  those  of foreign t rade.  Expor t  diversification is 
the measure recommended to developing countries for 
improv ing  the i r  expor t  s t ruc tu re  and  is of ten the  one  
t hey  themse lves  cons ider  ind ica ted  f rom the i r  own  
apprec ia t ion  of the i r  fore ign  t rade  posi t ion.  

There  are  two forms of expor t  d ivers i f ica t ion :  
p r o d u c t  d i v e r s i f i c a t i o n  (or d ivers i f i ca t ion  
of s u p p l y ) a n d  m a r k e t  d i v e r s i f i c a t i o n  (or 
geograph ica l  d ivers i f ica t ion) ;  the  purpose  of bo th  is 
to ra ise  foreign exchange  income above  the  l imits set  
by  those  expor t  p roduc ts  and  marke t s  h i the r to  con- 
s idered  " t radi t ional" .  The dominan t  long- te rm aim of 
expor t  d ive r s i f i c a t i on - -qu i t e  apa r t  from the  improve-  
m e n t  of the  fore ign t rade  s i tua t ion  due to h igher  for- 
e ign exchange e a r n i n g s - - i s  to reduce  economic  in- 
s tabi l i ty .  

There  are two essen t ia l  factors  which encourage  ex- 
por t  d ivers i f ica t ion  in deve lop ing  countr ies :  

[ ]  the  inc idence  of cr ises  in deve lop ing  countr ies ,  due 
to economic  ins tabi l i ty ,  caused  b y  the i r  d e p e n d e n c e  
upon  the  foreign exchange  income from one, or a few, 
s tap le  produc ts  (s ingle-product  economies) ,  where  ex- 
por t  pr ices tend to fall  or to f luc tua te  sharp ly ;  

[ ]  the  necess i ty  to supp lemen t  outs ide  con t r ibu t ions  
to the  f inancing  of d e v e l o p m e n t  or indus t r ia l i sa t ion  b y  
the  foreign exchange  income der ived  from expor t  
earnings .  

Unsatisfactory Export Structure 
in Developing Countries 

In deve lop ing  count r ies ,  t he re  tends  to be  an  imbal-  
ance  in the  expor t  s t ructure ,  b o t h  as regards  the  
r ange  of goods of fe red  and  the i r  dependence  upon  
ce r ta in  marke t s :  in c e r t a i n  c i rcumstances  this  two-fold 
d e p e n d e n c y  can  h a v e  ser ious consequences  for a de- 
ve lop ing  country.  

"Tradi t iona l"  p roduc t s  p redomina te :  those  agr icu l tura l  
p roduc ts  and  raw ma te r i a l s  w h i c h - - o w i n g  to the i r  
o r thodox  p roduc t ion  s t r u c t u r e - - d e v e l o p i n g  count r ies  
h a v e  a lways  had  to offer, which are p roduced  b y  
numerous  countr ies ,  bu t  to ta l  demand  on the  wor ld  
m a r k e t  for these  is l imi ted  and  t hey  are  difficult  to 
sell. Growing  domes t i c  p roduc t ion  in countr ies  which  
used  to be b u y e r s  f u r t h e r  dec reases  the  chance of sel- 
l ing such products .  T h e s e  are products  w h i c h - - b e c a u s e  
of the  large  q u a n t i t i e s  ava i l ab l e - - f e t ch  only  low 
prices,  so tha t  in sp i t e  of increased  p roduc t ion  and  
sales, earn ings  fall off in the  ind iv idua l  countr ies .  Or 

Through Tropical Products 

possibly consumption levels are falling, either as a 
whole or relatively, because of technical advance-- 
substitution by synthetic products, technological econ- 
omies of material, disappearance of out-moded demand 
--or due to changes in consumer behaviour. 

Additional difficulties occur because of the erroneous 
way the majority of the very numerous producers 
offering agricultural products is repeatedly observed 
to react: in times of temporarily high prices capacity 
is increased because they anticipate, over-optimistical- 
ly, that prices will continue to be high or may even 
rise. There is a time-lag before this increased produc- 
tion reaches the market but when it does so, or mere- 
ly in anticipation of this (future) output, prices fall. 
Since he understandably wishes his own earnings not 
to fall too far below their earlier level, the individual 
producer reacts in a manner absolutely contrary to 
that required by the market situation: he increases his 
output. 

Not infrequently, more than 50 ~ of all foreign ex- 
change earnings of a developing country is derived 
from income from just such an unreliable product. 
Harvest failures due to storm destruction, pests or 
epidemics also cause fluctuations in foreign exchange 
income and make it impossible to exploit all sales 
opportunities offered by the market. 

As mentioned above, the situation is made more diffi- 
cult by the fact that individual developing countries 
are  d e p e n d e n t  no t  on ly  upon  expor t ing  a l imi ted  r a n g e  
of these  " t rad i t iona l"  p roduc ts  and  tha t  the i r  economic  
pos i t ion  is de t e rmined  b y  the  fore ign exchange  earn-  
ings of such products ,  bu t  that ,  to a s ca rce ly  l esse r  
extent ,  t hey  are  d e p e n d e n t  upon  ind iv idua l  purchas ing  
count r ies :  the  type  of p roduc ts  offered for expor t  
means  tha t  the  n u m b e r  of ma rke t s  c a n n o t  be inc reased  
indef in i te ly .  

Because of the i r  low level  of indus t r ia l i sa t ion ,  devel -  
oping  count r ies  canno t  b e c o m e  buye r s  of agr icu l tu ra l  
p roduc t s  and  raw mater ials ,  these  p roduc ts  be ing  in- 
t ended  ma in ly  to supply  the r equ i r emen t s  of indus-  
tr ial  countr ies ,  Whi l s t  t r ad i t iona l  t ies  wi th  ce r t a in  
ma rke t s  can, on the one  hand ,  ensu re  e n t r y  to t ha t  
m a r k e t  they  m a y  a l s o - - w h e r e  a n e w  m a r k e t  has  to be  
c r e a t e d - - c l o s e  the  door. Ob ta in ing  a foothold  in the  
marke t s  of social is t  countr ies  wi th  a p l a n n e d  economy  
presents yet other and different problems. 

Dynamic Expansion of Exports Can Be 
Achieved Only by Diversification 

The expor t  p roblems  of deve lop ing  coun t r i es  and  the i r  
shor t age  of fore ign exchange  has  b e c o m e  one  of the  
ma in  p rob lems  of world  t rade,  and  an  obs tac le  to i ts 
h a r m o n i o u s  deve lopment .  But d e v e l o p i n g  count r ies  a re  
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concerned not  only with el iminat ing economic insta- 
bili ty or p revent ing  excess ive  f luctuations in the size 
of foreign currency income. Export  expans ion  and in- 
creased foreign currency earnings  are of prime im- 
portance to their  economic advance:  foreign cur rency  
deriving from the sale of their products  means that  
they can pay for their deve lopment  programme and for 
the industrial  equipment,  raw mater ia ls  and consumer  
goods which they  do not ye t  produce,  but which are 
increasingly required for an unin ter rupted  process  of 
development .  But the prospects  of solving the foreign 
currency problems of developing countries solely by 
a t tempting to increase expor ts  of "traditional" prod- 
ucts to "traditional" markets  are not good - - i n  spite of 
the great  number  of proposals  and recommendat ions  
put forward in Geneva in spr ing 1964, at the U.N.  
Conference on Trade and Development  held there.  As 
to Lhe export  prospects  for "traditional" products  of 
developing countries,  these  might  even awaken  false 
hopes:  a significant  and long- term improvement  in the 
foreign trade si tuation of deve loping  countr ies  can 
only be achieved if exports  are raised by divers i fying 
not only export  goods, but expor t  markets  too. 

The posit ive and dynamic concept  of expor t  diver- 
sification cer ta inly does not imply that  the h i ther to  
"traditional" expor t  i tems should be neglected.  Exist- 
ing market ing opportuni t ies  for these must  cont inue 
to be exploi ted and ex tended  by  all possible means,  
whe reve r  openings  occur. But wi thin  the f ramework  
of planned act ivi ty  which must  dictate the coun- 
t ry 's  overall  expor t  policy, efforts must be made  to 
add "new" items to those expor ted  hi therto and "new" 
markets  to the former market  countries.  

In this sense, and over  and above agricultural prod- 
ucts and raw materiaIs,  p r o d u c t  d i v e r s i f i c a -  
t i o n for developing countr ies  means  expor t ing semi- 
f inished and f inished goods - - inso fa r  as these can be 
manufac tu red - - and  inves t iga t ing  sys temat ica l ly  the 
opportuni t ies  for s tar t ing up new types of product ion 
- - w h e t h e r  in agriculture,  mining or in the finishing 
and process ing industries.  

M a r k e t  d i v e r s i f i c a t i o n  means ex tend ing  
exports  to those markets  where  deliveries have  not 
been made hitherto,  i,e. quite apart  from the main 
buyers  among industr ial  countries,  it is necessa ry  to 
nurse  along smaller  marke t s  previous ly  neglected,  to 
campaign for exports  of new products  to other  devel-  
oping countries and inves t iga te  and exploit  sales op- 
portunit ies  in the markets  of the Eastern bloc 
countries.  

Nei ther  product  d ivers i f ica t ion nor market  diversifica- 
tion are simple, easi ly  accompl ished tasks, and to ex- 
pect  immedia te  posi t ive  results  from every  a t tempt  
made would  be to dece ive  oneself.  

Diversification Phenomena Encountered 
in Exporting from Brazil 

The necess i ty  to divers i fy  exports,  as descr ibed above, 
is a mat te r  of grea te r  or lesser  urgency  in the major i ty  
of deve lop ing  countries.  It is not a problem res t r ic ted 
to the countr ies  of Latin America,  even  though in- 
creasing emphasis  is being placed upon the impor- 
tance and necess i ty  of changing the s tructure of ex- 
ports from Latin America  to promote  the deve lopment  
of this sub-Continent ,  l And the necess i ty  to divers i fy  
exports  is by no means  a pecul iar ly  or p redominant ly  
Brazilian problem. 

In a cer ta in  sense,  Brazilian e x p o r t s - - i n  spite of the 
dominant  role still p layed  by  coffee, which accounts  
for about  one half of all foreign currency earnings,  
a l though last year  its share was reduced to about  
44 ~ re la t ively  widely  diversified. Either because  
the internal  market  has, for the time being, insufficient 
absorpt ion capaci ty  or this is be low the expec ted  
level, or because  the economic necess i ty  for h igher  
exports  has  a l ready been  recognised  or the numerous  
incent ives  and export  concess ions  have  made an im- 
press ion  on ent repreneurs ,  exports  of industr ial  prod- 
ucts are increasing.  ~ This is shown by the rise in ex- 
ports of industr ial  goods from US-$ 26.7 million in the 
first nine months  of 1964 to US-$ 71.3 million in the 
cor responding  period of 1965. a 

In the case of Brazil, however ,  it has not been  only 
industrial  products  which have  hi ther to  contr ibuted to 
export  diversif ication.  The most  impress ive example,  
both from the point  of v iew of the amount  of export  

I See ~Verner K. T i 1 1 m a n n ' s con t r ibu t ion :  "Latin A m e r i c a ' s  
Expor t  S t ruc tu re  N e e d i n g  Reform";  INTERBCONOMICS,  Vol.  2 
(Feb. 1966), p. 15 If. 

2 Efforts to p romote  expor t s  of indus t r i a l  p roduc t s  are not  so v e r y  
new. As ea r ly  as mid-1963 a t tempts  were  made  to promote  a 
r egu l a r  expor t  p rog ramme  for industrM1 goods by  w o r k i n g  out a 
comprehens ive  p r o g r a m m e  (proposals  of the W o r k i n g  Pa r ty  to 
step up expor ts  of Braz i l ian  indus t r i a l  goods),  thus t ry ing  to re- 
move  obs tac les  to expor t ing  and to c rea t e  f avou rab l e  condi t ions  
so that  i ndus t r i a l  expor ts  w e r e  no longe r  cons ide red  m e r e l y  as 
"p res t ige  expor ts"  by means of which cer ta in  firms could show off 
their  i n t e rna t i ona l  pe r fo rmance  or which appea red  as p a r t i c u l a r l y  
p ro f i t ab le  but  non- recu r r ing  i tems. - -  See too, Chr i s t i an  W i l -  
h e 1 m s : Braz i l i an  Indus t ry  Must  Expor t :  "WIRTSCHAFTSDIENST, 
43rd y e a r  (1963), p. 430 ff; Brazil  Produc ing  More  Than  Jus t  Coffee:  
WIRTSCHAFTSDIENST English Edit ion,  No. I2 (1963), p. 17 If. 

,1 S ta t i s t ics  from the Divis~o de Es ta t i s t ica  da CACEX, t a k e n  from 
the W e e k l y  Bul le t in  of the German-Braz i l i an  Chamber  of Com- 
merce  and Indus t ry  in Rio de Jane i ro ,  No. 44, Jan.  i5, 1966, p. 3. 

e s t a b l i s h e d  1 8 7 9  

C A R L  T I E D E M A N  
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H A M B U R G  11 V O R S E T Z E N  5 4  
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earnings  and  the  pos i t ion  it has  achieved in the  index  
of export  products ,  is Brazi l ian  iron ore. Af te r  coffee 
(US-$ 706.5 million),  i ron ore  took second p lace  in 
1965 at US-$ 102.9 million. C o t t o n - - h i t h e r t o  the  second  
larges t  e x p o r t - - h a s  fal len to th i rd  place  at  US-$ 95.6 
million. Admit ted ly ,  such a spec tacu la r  resu l t  of ex-  
port  d ive rs i f i ca t ion- - i f  t ha t  is wha t  this  p h e n o m e n o n  
is to be ascr ibed  to - - i s  due to par t i cu la r ly  f avourab l e  
c i rcumstances  and  condit ions.  

Opportunities for Tropical Products 

The oppor tuni t ies  out l ined  be low will  po in t  up the  
fact that,  in speak ing  of the po ten t i a l  for expor t  diver-  
sification, it is n e c e s s a r y  to th ink  not  of pa r t i cu l a r ly  
wel l -placed specia l  cases nor  on ly  of indus t r ia l  prod-  
ucts  in the  t rue  sense. 

Such oppor tun i t ies  for fu r ther  d ivers i fy ing  Brazi l ian  
expor ts  are  to be  found in the  agr icu l tura l  sector ,  in 
par t i cu la r  amongs t  Brazil 's t ropica l  products.  Due to 
he r  geog raphy  and  climate,  Brazil  suppl ies  the  wor ld  
marke t  wi th  a r ange  of t ropica l  agr icu l tura l  p roduc t s  
o ther  than  coffee, e.g. sugar  (her o ldes t  expor t  p roduc t  
af ter  t imber),  cocoa, bananas ,  oranges ,  cot ton,  sisal  
and  oil-seeds. But this  is no t  an  exhaus t ive  list. 
Amongs t  the  numerous  t rop ica l  products  to be  found  
in Brazil, some of which are autochthonous ,  t h e r e  a re  
m a n y  others  whose  expor t  prospec ts  appear  ex t reme-  
ly promising.  

The Cashew ( Ca]t'L) 

The cashew tree,  which grows prol if icly in the  Nor th -  
East  of Braz i l - - e s t ima tes  v a r y  be t w een  50 and  350 
mil l ion t rees  a l t h o u g h  so far  the re  are on ly  a few 
planta t ions ,  for ins tance ,  in the  State  of Cear& the  
la rges t  cashew p r o d u c e r - - a n d  could become, w i th  its 
fruits, the  basis  of a n  in te res t ing  expor t  industry .  

A whole  r ange  of p roduc ts  can  be ob ta ined  from the  
industr ia l  p r e p a r a t i o n  and  p rocess ing  of the  two par t s  
of the  cashew fruit. The so-cal led "cashew apple" ,  
which is ex t r ao rd ina r i l y  rich in vi tamins ,  can  be  pro- 
cessed to provide ,  in t e r  alia, ju ice  for soft drinks,  
s tewed fruit, jams,  c rys ta l l i sed  fruits and  l iqueurs .  It 
should  be poss ib le  to open  up marke t s  for these  prod-  
ucts  in the  d r ink  indus t ry  (soft drinks,  spirits),  in  the  
confec t ionery  and  j am  indus t r i e s  and  in the  field of 
fruit  p reserves .  U n d e r  the  n a m e  "cashew nuts  ~ the  
ke rne l  of the  ca shew seed ha s  a l ready  found a v e r y  
recep t ive  marke t .  Of less impor tance  are the  by-  
produc ts  from the  p r epa r a t i on  of the kernels ,  such as 
cashew oil and  c a s h e w  meal.  "Cashew nuts"  are  sup- 
pl ied on the  wor ld  m a r k e t  a lmost  exc lus ive ly  b y  India,  
whe re  p roduc t ion  was  commenced  about  30 years  ago 
and  almost  the  whole  of India ' s  domest ic  product ion,  
as wel l  as the  m a j o r  par t  of Afr ica ' s  p roduc t ion  of 
raw nuts, are  p rocessed  the re  for export .  In 1961 the  
wor ld  expor t  of ke rne l s  was  r u n n i n g  at 41,000 tons,  
compared  wi th  18,000 tons in 1950. Based on  p r i va t e  
est imates,  abou t  1,300 tons of "cashew nuts"  w e r e  
impor ted  into the  Federa l  Republ ic  in 1962, m a i n l y  
from India but  a smal l  pe rcen t age  also from East  
Africa.  

In the  Sta te  of Cear~t t he re  are a l ready  var ious  
smal ler  and  la rger  s ized firms concerned  wi th  the  
indus t r i a l i sa t ion  of c a s h e w  produc t ion  there  (e.g. pro- 

cess ing  oils, kerne ls ,  wine,  ju ices  and  t inned  fruits) 
and  the  same holds  for Rio G r a n d e  do Norte,  Piaui  
and  Paraiba .  

C a s h e w  p r o d u c t i o n  could  offer  e m p l o y m e n t  and  in- 
come to a l a rge  par t  of the  popu la t i on  in the  Nor th -  
Eas te rn  S ta tes  and  m o d e r n  p rocess ing  p lan t s  are 
n e e d e d  to deve lop  p r o d u c t i o n  for expor t  and  also ex- 
tend c a s h e w  p r o d u c t i o n  to mee t  the  d e m a n d  on the  
domes t ic  Brazi l ian  m a r k e t  and, in par t icu la r ,  on  the  
expor t  marke t ,  p lus  a sys temat i c  p l an t ing  of orchards  
and  p rope r  seed  se lec t ion  of the  A n a r c a d i u m  occi-  
den ta l i s  L. a n d  o the r  r a r i t i e s ;  t he  fo l lowing  a re  also 
neces sa ry :  o rgan i s a t i on  of r aw  mate r i a l  m o v e m e n t s  
(the c a s h e w  frui t  spoils  quickly), so lu t ion  of mechan-  
i sa t ion  p rob lems  in k e r n e l  ex t r ac t i on  and improve-  
men t  of end-p roduc t  qual i ty ,  acco rd ing  to the  requi re -  
men t s  of the  marke ts .  

Mangoes 

The  m a n y  var ie t i e s  of mangoes  which grow in Brazil  
(where  t hey  a re  ca l led  "mange")  are  no rma l ly  e a t e n  
f resh  as a dessert .  Since the  f resh fruit  spoils  v e r y  
eas i ly  a n d  this  makes  d i s t r ibu t ion  ab road  pa r t i cu l a r ly  
r isky,  i t  is essen t ia l  t ha t  it is t r an spo r t ed  b y  fast  re- 
f r ige ra ted  ships,  or e v e n  bet ter ,  b y  air ;  thus  its expor t  
d e v e l o p m e n t  po ten t i a l  l ies  r a t h e r  in  processing, for 
p rese rves .  The  fo l lowing p roduc t s  are good examples :  
m a n g o  chutney,  m a r m e l a d e  and  jel ly,  juice,  s q u a s h  
(from r ipe fruit), j am  and  dr ied mango  slices. T h e r e  
should  be  good open ings  for the  use  of mango  prod-  
ucts  in  the  food and  de l i ca t e s sen  t rades  (ice-cream, 
puddings)  and  in the p r e p a r a t i o n  of dr inks .  

India is practically the only large exporter of mango 
products with which Brazilian industry would have to 
compete. Because of the special characteristics of this 
fruit, the actual eating habits in the potential market 
countries and, not least, because most mango products 
are little known, a corresponding amount of intro- 
ductory work would be necessary. India's efforts in the 
export field hitherto have already increased at least the 
public's awareness of mango chutney so that it would 
be possible to build from this basis. Apart from the 
establishment of proper processing plants (preserve 
factories), the following requirements for the exploita- 
tion of mangoes in export should be mentioned: selec- 
tion of good verities of Mangifera indica L., stand- 
ardisation of fruits, the establishment of extensive 
orchards, proper supply of raw materials (transport, 
storage) and, not least, the development of exportable 
and attractive finished products. 

Banana Products 

Brazil is the  wor ld ' s  l a rges t  p roduce r  of bananas .  In 
1963 he r  p roduc t ion  was  313.1 mil l ion  bushels .  How- 
ever ,  the  b a n a n a  does not  coun t  for much in  Braz i l ian  
expor t  t rade.  On ly  10.3 mi l l ion  bushe l s  were  expo r t ed  
in 1963, v a l u e d  at  US-$ 2.9 mil l ion.  

However ,  for some t ime a t t empts  h a v e  b e e n  u n d e r  
w a y  in the  Sta te  of S~o Paulo to tu rn  b a n a n a s  in to  an  
impor t an t  i tem for expor t  b y  indus t r i a l i s ing  b a n a n a  
products .  Af ter  th.e Sta te  of S~o Paulo,  which, a t  47.9 
mil l ion bushe l s  (1963), is Brazil 's  mos t  i m p o r t a n t  pro- 
duce r  of bananas ,  the  State  of Cent6,  in the  Nor th -  
East, is the second  largest ,  p roduc ing  42.6 mi l l ion  
bushels .  
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Taken as a whole,  about one third of Brazil's total 
product ion  is in the North-East,  so that  this area 
would  seem an interest ing one in which to set  up an 
expor t  industry.  By industrial ising bananas,  i.e. by the 
industrial  process ing of the banana fruit and palm, 
var ious  products  could be exported.  In the food sector, 
these  are: banana meal (from the dried and ground 
g reen  fruit), banana flakes and banana  powder  (from 
ripe bananas),  confect ionery (dried bananas,  sweets),  
p rese rved  bananas  in tins, banana marmelade,  banana  
juice. It is also conceivable  that  alcoholic drinks could 
be manufactured,  It would be possible to use parts of 
the plant  for nutri t ional  purposes,  even  if to a lesser  
degree,  by process ing  the  buds to make  a vege tab le  
conserve  (somewhat similar to palmito or bamboo 
shoots).  Banana fibre, as raw material  for sacks, car- 
pets  and mats, can be obtained from the trunk even  
of the edible banana, as can fodder. 

The sale of banana  meal and simitar products  for 
human consumption depends,  in part, upon the open- 
ing up of complete ly  new markets.  Banana meal can 
be used  for inclusion in the manufacture  of foods, for 
instance:  banana  powder  as an infant food ("Instant 
Banana"). Combinat ions of banana meaI with other  
f lavourings (e.g. cocoa, coffee, pineapple,  cashew, 
passion-fruit)  should be of interest  in the food, drink 
and ice-cream industries.  

To provide  oppor tuni t ies  for the industr ial isat ion of 
banana  product ion planters  should be encouraged  to 
form coopera t ive  associat ions to buy up fruit and 
establ ish process ing  plants  and to give the planters  
financial or technical assis tance.  

Coconut Products 

The Nor th  and Nor th-Eastern  States of Brazil p lay the 
dominant  role in her  coconut  production.  In 1963, only  
25.1 million coconuts,  i.e, a mere 5 fr0, came from other  
parts  of the country,  compared  with the total produc- 
tion of 493.9 million. 

Alongside  copra and coconut  oil, the following prod- 
ucts are also suitable for sale in expor t  markets:  
cat t le-cake (expeller), coconut  shavings,  flakes, meal, 
milk and coconut  fibre. Potential  buyers  of coconut  
products  are: the oil indus t ry  (raw materials  for the 
manufacture  of edible  fats, soap and candies), the 
fodder  indust ry  (feeding compounds based on, or us- 
ing, coconut  offal or ext rac t ion  waste), the food indus- 
t ry (manufacture of confect ionery,  baked  goods, ice- 
cream, ,soft drinks) and the hard fibre process ing 
indus t ry  (ropes, mats, brushes ,  brooms, uphols te ry  and 
insulat ing materials).  

In the North-East  of Brazil some coconut process ing 
plants  a l ready exist  and their product ion programme 
often embraces  a va r i e ty  of coconut products.  In 
Sergipe, which, after Bahia and Alagoas, is the third- 
ranking producer  of coconut,s, the exist ing coconut- 
process ing  indust ry  is considered to be the most dy- 
namic industrial  sec tor  in this State. 

The coconut pahns g rowing  in the North-East  are 
main ly  wild ones. To ensure the proper  long-term 
supply of raw mater ia]s  for a process ing industry  
planta t ions  would h a v e  to be laid out. Intensif icat ion 
and industr ia l isat ion of  the coconut supply in the 
Nor thern  and Nor th-Eas te rn  states of Brazil, with a 

v iew to supplying the expor t  market ,  would, at the 
same time, open up numerous opportuni t ies  for em- 
ployment .  

I n d u s t r i a l i s a t i o n  : Essent ia l  Requierement 
As i l lustrated by  these four examples  of t ropical  
products  which could help fur ther  to d ivers i fy  Brazil- 
ian exports,  the  opt imum export  potent ia l  of each 
"basic p roduc t " - - i . e  cashew, mangoes,  bananas,  coco- 
n u t s - - c a n  in each case be achieved only through 
industr ial isat ion.  

We  shall not deal  here  with the expor t  of f resh prod- 
ucts where  the oppor tuni t ies  are, after  all, l imited and 
not a lways exhaust ive .  This type of expor t  may  have  
its own jus t i f icat ion and a d v a n t a g e - - f o r  different  
products  fulfill different  demand  r e q u i r e m e n t s - - a n d  
can also make  an important  contr ibut ion to foreign 
exchange earnings.  This is po in ted  up in many  coun- 
tr ies by the  example  of banana exports .  

The advantages  of industr ia l isat ion vis-h-vis the direct  
expor t  of fresh products  are considerable:  

[ ]  W h e n  industr ia l ised products  are exported,  the re- 
f ined value  resul t ing  from cer ta in  manufac tur ing  and 
process ing  procedures  leads to higher  overal l  yields;  
because  in addi t ion to the propor t ion of material  va lue  
of the raw product ,  it increases  the propor t ion  of 
labour costs which remain in the expor t ing  country.  
[ ]  The ve ry  high risk inherent  in expor t ing  fresh fruit 
(fruits spoil easily), which affects each link in the 
chain of dis t r ibut ion and commences  with the problem 
of avai labi l i ty of suitable shipping facilit ies on the 
dates  required (e.g. fast ships with ref r igera ted  space), 
is cons iderably  diminished,  if not  comple te ly  el iminat-  
ed, s ince the keep ing  qualit ies of industr ia l ised prod- 
ucts are incomparably  grea ter  than  those of f resh 
fruits. 
[ ]  The super ior  t ranspor t  and s torage quali t ies of in- 
dustr ia l ised products  facilitate expor t  dis t r ibut ion 
(also smaller  quant i t ies  can be exported,  s tored  and 
speedi ly  distr ibuted,  t ransport  is not  dependen t  upon 
special  facilities, e.g. refr igerated ships). 
[ ]  Distribution is facilitated also in the consumer  
country,  and this leads to reduced  costs (transport,  
special  s torage faci l i t ies--as ,  for example,  r ipening 
chambers for bananas  or deep-freeze  chamber s - -o r  
loss through wastage) ,  to reduced risks and to a 
grea te r  field of distribution and thus, because  the 
goods are more  readi ly  available and no problems are 
involved,  consumption of the "basic product"  in- 
creases  overall .  

For tropical  products  to make an opt imum contr ibut ion 
to expor t  diversif icat ion it is in every  case neces sa ry  
to set  up plants  to prepare  the raw material  a n d - - s o  
as to ex tend also the range of products  in the sense  of 
d ive rs i f i ca t ion- - to  process  it. The result  is complete ly  
new, modified or refined products  and by-products  for 
specific uses in often widely separa ted  markets.  Thus 
the four "basic products"  used as examples  here  do 
not appear  for expor t  simply as four export  p roducts  
of the same n a m e - - a s  would be the case for non- 
industr ia l ised p roduc t s - -bu t  serve  as raw mater ia ls  
for a wide range of special products .  The he te rogene i ty  
of products  thus achieved diminishes the risk, where  
distr ibution is concerned,  of becoming excess ive ly  and 
dangerous ly  dependen t  upon individual  m a r k e t s - - b o t h  
from a geographical  and a commodi ty  point  of view. 
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Almost Unknown; Carambola, Conde, Goiaba, Maracuj?L 

Taking  into account  the  need  for indus t r ia l i sa t ion ,  
Brazil, wi th  her  wea l th  of tropical  p lan t s  and  fruits,  
should  h a v e  ample  oppor tun i ty  to d ive r s i fy  her  ex-  
ports  by  m ak in g  use  of t ropical  products .  W i t h o u t  go- 
ing into detail ,  we would  like to m e n t i o n  the  s t a r t i ng  
points  for ex t en d ing  expor t  potent ia l  and /or  i nc r ea s ing  
ex is t ing  expor ts  of a few o ther  Brazil ian products .  

The  n am es  of cer ta in  fruits,  such as the  c a r a m  b o 1 a 
(carambole),  c o n d e (custard-apple) ,  g o i a b a (gua- 
va) and m a r a c u j ~i (passion-fruit) ,  which are  com- 
mon  and  much apprec ia ted  in Brazil, are  a lmos t  un-  
k n o w n  abroad.  These  could  be sold for expor t  in the  
form of fruit  p rese rves ,  ju ices ,  concen t r a t e s  and  jams.  
For example ,  on the  domest ic  m a r k e t  in Brazil, 
pass ion- f ru i t  ju ice  is in g rea t  demand ,  but  due  to 
insuff ic ient  product ion ,  d e m a n d  is n o w h e r e  n e a r l y  sa t i s -  
fied. This  product ,  which wou ld  be of in te res t  to the  
dr ink  indus t ry ,  the  confec t ionery ,  i ce -c ream and  food 
indus t r i es  {e.g. p u d d i n g  mixes) ,  shou ld  h a v e  good  
p rospec t s  in the  expor t  marke t .  The  P indorama  Co- 
ope ra t ive  in the  Sta te  of A lagoas  is an  impor t an t  
m a n u f a c t u r e r  of pass ion- f ru i t s  (and p robab ly  the  on ly  
s ing le  one  of an y  s ign i f icance  at  present)  and  this  
coopera t ive  is s a id  to h a v e  a l r eady  a r r anged  regu la r  
expor t s  to the  Federa l  Republ ic  of Germany .  

Better Prospects with Proper Marketing 
In  ce r t a in  c i r c u m s t a n c e s  sa les  p r o s p e c t s  cou ld  be  
g o o d  for the  Brazi l ian  p r o d u c t s  a b a c a t e (avocado)  4 
and  m a t e ~, which are  a l r eady  exported.  Mate,  which 
is p roduced  m a i n l y  in the  three  Sou the rn  Sta tes  of 
Parana ,  San ta  Ca ta r ina  and  Rio Grande  do Sul, as wel l  
as  in Mato  Grosso  a n d - - b u t  in v e r y  smal l  a m o u n t s  
- - i n  S~o Paulo, is pa r t  of BraziFs t radi t ional  expor t  
p rog ramme.  The  e s sen t i a l  r equ i r emen t  for h ighe r  ex- 
port  sa les  of t hese  two produc t s  is p robab ly  to be  
found in the  app l ica t ion  of su i tab le  m a r k e t i n g  m e t h o d s  
- - p r i m a r i l y  a modi f i ca t ion  of the  p roduc t  and  the  
choice of proper  channe l s  of dis tr ibut ion.  

W h e r e a s  the  a v o c a d o  fruit, k n o w n  as "avocado  pear"  
is m a i n l y  e x p o r t e d  f resh  (i.e. gene ra l l y  unripe) and  is 
offered to the  c o n s u m e r  in the s ame  form (and no t  
i n f r equen t ly  still  unr ipe) ,  ma te  appea r s  on the  m a r k e t  
as "tea".  However ,  bo th  are still fair ly u n k n o w n  to the  
G e r m a n  consumer ,  a re  t hough t  "foreign" and  ~st range ~ 
or re jec ted  b e c a u s e  t h e y  are compl ica ted  to prepare .  
W i t h  the  avocado ,  it h a s  been  a d i s a d v a n t a g e  h i the r to  
tha t  the  frui t  is not  a l w a y s  ava i lab le  in all food s tores ,  
is p rone  to i r r egu la r  import,  and  is found  m a i n l y  in 
spec ia l i s t  shops  (high pr iced de l i ca tessen  and, sporad-  
ically, in the  food d e p a r t m e n t s  of the  larger  depar t -  
m e n t  stores),  so t ha t  in the  in te rva ls  c o n s u m e r s  h a v e  
~tost the  habi t" .  Because  of h igh  prices there  has  b e e n  
no l a rge-sca le  co nsumpt ion .  ~ In the  case  of ma te  the  
m a i n  obs tac les  are p robab ly  to be found in the  choice 
of d i s t r ibu t ion  ou t l e t s  (drug-stores ,  hea l th  food s tores ,  
chemists ,  bu t  more  r a r e ly  ord inary  food stores).  

C h a n g i n g  the  p roduc t  to ensu re  success fu l  d i s t r ibu t ion  
would  entai l :  

4 Persea gratissima Gaertn. 
5 flex paraguariensis St. Nil. or I. amara Loes., I. theaezans Mart., 
I. cuyabensis Reiss. 
~; In the meantime, Israel has been making very extensive efforts 
to popularise the consumption of avocados on the German market 
and this may lead to certain changes in the long term. 

Q For avocados ,  f rui ts  ripened in Brazil w o u l d  h a v e  
to be p r o c e s s e d  r eady  to ob ta in  a r e a dy - to -u se  pre- 
s e r v e  (for ins tance ,  a v o c a d o  c r e a m or a voc a do  ha lves )  
wi th  proper  in s t ruc t ions  as to the i r  u se  p r in t ed  on the  
tin. There  is no doubt  tha t  the  retai l  pr ice  of such a 
p roduc t  could  be c o n s i d e r a b l y  lower  t ha n  t ha t  of the  
f resh  fruit  and  wou ld  ne e d  to be  so, in order  to e n s u r e  
a real  s u c c e s s  in its d is t r ibut ion.  

[ ]  Ma te  w ou ld  n e e d  to be e x p o r t e d  at  leas t  as "mate  
solflvel" ("soluble  mate")  a nd  pos s ib ly  as a th ickened  
l iquid (extract),  a f ter  add i t ion  of lemon.  But far  more  
suc c e s s  could  be e xpe c t e d  f rom a base  ma te r i a l  for 
the  dr ink  indus t ry .  This  w ou ld  h a v e  to be su i t ab le  for 
the  p repa ra t i on  of soft  dr inks ,  s imi la r  to cola  dr inks ,  
for which the  specif ic  m a t e  t a s te  wou ld  h a v e  the  ad- 
v a n t a g e  of enr iching the r a n g e  of t a s te  n u a n c e s  h i ther -  
to avai lable .  The  charac te r i s t i cs  impu te d  to mate ,  for 
e x a m p l e  the  s t imu la t i ng  ef fec t  of its caf fe ine  content ,  
could  also be u se d  as a p romo t ion  a rgume n t .  T h u s  the  
po in t  of at tack for l aunch ing  the  expor t  of ma t e  is to 
con tac t  the  dr ink  i n d u s t r y  (brewers,  m a n u f a c t u r e r s  of 
non-a lcohol ic  soft  drinks) in  the  impor t ing  coun t r i e s  
in order  to e x a m i n e  su i t ab le  m e a n s  of m o d i f y i n g  the  
product .  ~ 

Produc t  modi f ica t ion  would  a lmos t  a u toma t i c a l l y  lead  
to a change in d i s t r ibu t ion  channels .  It is obv ious  a lso  
tha t  las t ing  suc c e s s  for p roduc t s  m a d e  more  access ib l e  
to the  c o n s u m e r  by  this  t ype  of modi f i ca t ion  can  on ly  
be achieved if good  use  is m a d e  of adver t i s ing .  

Export Diversification - -  T h e  R e s u l t  

o f  a Systematic Approach 
It ~s all too obvious  tha t  the  n a t u r a l  r iches of t ropica l  
deve lop ing  countr ies ,  the  v e r y  p r e s e n c e  of which offer  
i n t e re s t ing  pos,sibilities of exot ic  t ropical  p roduc t s  for  
fo re ign  marke t s ,  shou ld  be exp lo i t ed  to d ive r s i fy  ex- 
por t s  and  ea rn  fore ign exchange .  But the re  are  e v e n  
more  p rob lems  connec t ed  wi th  d ive r s i fy ing  e x p o r t s  by  
explo i t ing  t ropical  ag r icu l tu ra l  p roduc t s  t h a n  in di- 
ve r s i fy ing  expor t s  t h rough  indus t r i a l  p roduc t s ;  the  so- 
lu t ion  of these  p rob lems  touches  u p o n  n u m e r o u s  a nd  
v e r y  va r ied  spheres .  

In order  to cope wi th  this, it is n e c e s s a r y  to h a v e  a 
v e r y  clear idea of the  r e a s o n s  for d ivers i f ica t ion ,  
know le dge  of the  points  of a t tack  and  of the  oppor-  
tun i t i e s  for app ly ing  this  tool, as wel l  as a s y s t e m a t i c  
approach.  Based on a de ta i led  k n o w l e d g e  of the  qual i-  
t ies of, and  the  oppor tun i t i e s  for, d e v e l o p m e n t  a nd  
exp lo i ta t ion  of the product ,  such an  approach  m u s t  
concen t ra t e  f rom the s ta r t  u p o n  the  r e q u i r e m e n t s  of 
the  fore ign market .  To a ce r t a in  ex t en t  th is  is a lso 
t rue  w h e n  e xpo r t i ng  indus t r i a l  p roduc ts .  H ow e ve r ,  in 
the  case  of indus t r ia l  p roduc t s  t he r e  are  d i f f e rences  
which ma ke  the  pos i t ion  s impler ,  s s ince  such p r o d u c t s  
are expor t ed  m a i n l y  from ex i s t i ng  factories ,  be ing  the  
su rp lus  over  and  above  cu r r en t  p roduc t ion  for the  

7 A distribution campaign for g u a r a n ~i (paullinia cupana 
H. B. K.), a climbing plant from the Amazon region, whose seeds 
are used for soft drinks with e caffeine content, would have to be 
run on similar lines. There are good prospects for guaran~t drinks 
too on the market of the Federal Republic. In contrast to mate, 
however, guaran6 is not produced by farms but collected from the 
wild plants in the Amazon region (total production 1963:154 tons). 
To obtain regular and sufficient deliveries for the export market, 
it would thus be necessary to cultivate systematic plantations-- 
but this does not appear to he very much to ask. 
s This does not mean, however, that the problem of competitive- 
ness in price and quality involved with exports of industrial prod- 
ucts from developing countries are being overlooked here. 
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domest ic  market  and - -a f t e r  minor  modif icat ions to 
comply wi th  special  requi rements  in the foreign mar- 
k e t - t h e y  are expor ted  wi th  the cer ta inty  of accept-  
ance by  the foreign import ing market.  As a rule, 
whe re  industr ial  goods are concerned,  it can be taken 
that  the public had at least  a general  knowledge  of 
the product.  This does not  preclude that  expor t  of 
widely  k n o w n  industrial  products  has been  p receded  
by detai led research into sales opportunit ies.  

For t ropical  agricultural  products,  in contrast  to that, 
it is the natural  qualit ies of the product  and the natu-  
ral condi t ions for its growth  which are the unal ter -  
ables. On the one hand, it is the specific and charac- 
ter is t ic  natural  qualit ies which set  the product  apart,  
e i ther  because  of its taste  or because  of the oppor-  
tuni t ies  for its exploi tat ion and thus reduce or elimi- 
nate  any compet i t ion from similar, re lated or substi-  
tute  products  p roduced  by  industr ial ised coun t r i e s - - in  
contras t  to industr ial  goods, where  there is often ve ry  
direct  compet i t ion be tween  almost  identical  products .  
On the other  hand, however ,  these  characterist ics raise 
problems in sel l ing to countr ies  with different climatic 
c o n d i t i o n s - - n e i t h e r  tropical nor  sub-tropical,  but mod- 

c r a t e - - a n d  therefore  with different  tas tes  and require-  
ments.  Thus it is neces sa ry  to inves t iga te  the probable  
accep tance  of the product,  both  in its natural  condi t ion  
and also when  adapted  to consumer  preferences ;  it is 
also neces sa ry  to acquain t  the consumer  wi th  the 
basic product  and wi th  indust r ia l ised products  der ived  
from this and adapt  these  to his taste.  W h e n  exact  in- 
format ion about consumer  behaviour  has b e e n  ob- 
tained, adver t i s ing  will be neces sa ry  to p romote  de- 
tai led knowledge  of the product ' s  qualities.  

But this is not  all. There  are tasks to be per formed and 
problems to be so lved  all a long the route which the 
product  has to follow from its inception,  or from its 
harves t ing ,  r ight down to the  end consumer.  9 W e  can- 
not list  here  all desiderata ,  but  it i.s clear that  a suc- 
cessful  divers i f icat ion of exports  by the exploi ta t ion of 
t ropical  products  is dependen t  upon a mult i tude of 
ini t ia t ives  focussed around a sys temat ic  approach. 

9 In two of  the  product  s tud ies  pub l i shed  b y  the  H a m b u r g i s c h e s  
Wet t -Wi r t scha f t s -Arda iv ,  this  is po in ted  up b y  u s i n g  the  e x a m p l e s  
of the  two products ,  Ramie  and Babassu .  See :  Chr i s t ian  W i 1 -  
h e 1 m s : Oppor tun i t i e s  for I n c r e a s i n g  Brazi l ' s  Expor ts  th rough  
Diver s i f i ca t ion .  Par t  I :  Ramie---an expor t  p roduc t  r ipe  for deve l -  
opment .  H a m b u r g  1963. Par t  I I :  B a b a c u - - u n e x p l o i t e d  weal th .  H a m -  
b u r g  1964. 

Shipbuilding and Subsidies- Pros and Cons 
By Dr. Karl Kiihne, Brussels 

World Shipping and Shipbuilding 
T h e  quest ion whe the r  shipbuilding subsidies are jus- 
tified or not  cannot  be answered  without  examining 
the whole  background of world shipping. 

Demand for Ships 

There is some con t roversy  about  the long-term out- 
look for shipping. The volume of world trade has 
increased by  almost 140 ~ since 1950. Seaborne t rade 
in dry  goods grew almost  at the same rate, oil trans- 
por ts  much faster:  by  240% . Total tonnage of ships 
did not even  double; the only alarm sign seems to be 
that  tanker  tonnage t rebled . . .  But at the same time, 
the  eff iciency of the Fleet  increased,  after a fall in 
the degree  of u t i l i sa t ion- - la rge ly  due to ports delays  
- - h a d  been largely  overcome in the early fifties. The 
Fleet  seemed  too small  in the Korean crisis of 1951 
and the Suez crisis in 1956--and yet  "a surplus of 
tonnage emerged  in 1958 . . . ,  by  1959 it had nit the 
signs of hera ld ing  a pro longed depress ion . . . "  1 

In fact, s ince 1957, the demand for ships had cer ta inly  
f lagged ve ry  considerably.  Total orders for ships of 
more  than 1,000 GRT, in that  year, were  a round 
35 million GRT. 

Since then, orders  have  gone down, after 1959, to 
less than 20 mill ion GRT and reached a minimum of 
19 million GRT at the end of 1963. Since then, orders 
recovered  somewhat ,  to 40 million tdw. (approxi- 
mate ly  25 mill ion GRT). This increase should not be 

1 J.  R. P a r k i n s o n , T h e  Economics  of Shipbui lding,  C a m b r i d g e  
1960, p. 54. 

overrated,  the less so as its regional  distr ibution is 
ve ry  uneven.  Half of these  orders  went  to Japan  
which only  held 7~ of wor ld  orders  in 1951: That 
country ' s  f leet  alone is to g row by  6.4 mill ion GRT 
up to 1968, according to the plan of 1963, to some- 
thing l ike lg million GRT; besides,  almost  60 ~ of 
Japan ' s  output are produced for export .  A good deal 
of growth  can be expec ted  in the  Eastern bloc: the  
Soviet  Union (whose figures .are not conta ined in the 
above statistics) alone plans to br ing her  f leet  up 
to 20 mil l ion GRT by 1980 (actually: 7 mill ion GRT). 
The most  dynamic growth  in shipping will therefore  
hard ly  bring any great  benef i t  to W es t e rn  yards.  

Supply of Ships 

On the whole,  the supply of ships, on a world scale, 
decreased  by some 15% be tween  1958 and 1961 and 
since then  recovered  by  about  one quar ter :  But a lmost  
the whole  increase  of 2.3 mill ion GRT b e t w een  1961 
and 1964 was  swal lowed up by  Japan;  o ther  countries 
like Sweden  benefi ted by  the cont inued decrease  in 
German and (up to 1963) British shipbuilding.  

Ships Launched * 
(in l ,OO0 GRT} 

Grea t  [ i G e r m a n y  ] 
y e a r  J a p a n  ql Bri tain ] S w e d e n  4:(Fed. Rep.) ] W o r l d  

1956 1,746 1,383 489 1,0OO 6,670 
1958 2,067 1,402 760 1,429 9,269 
1961 1,799 1,192 742 962 7,940 
1963 2,367 928 888 971 8,538 
1964 4,085 1,043 1,021 89~ 10,264 
1965 . 12,220 

* accord ing  to Lloyds '  Regis ter .  
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