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In light of the recent debate on cargo transportation throughout Brazil, it is worth mentioning some of this
sector’s characteristics from studies published in recent years, starting with the focus on road transportation:
about 65% of total cargo transportation is carried out by road, according to data from the EPL (Planning and
Logistics Company). This percentage climbs to 87% in the general cargo segment1, followed by agribusiness2

with 60%.

According to a study conducted by ILOS3 based on data from 2012, logistics costs for Brazilian companies
rose to 8.7% of their net income, exceeding the 7.4% mark for U.S. companies. This percentage obviously
reflects an industry average and the impact across the segments is directly related to volume transported and
distance traveled. The sectors most exposed to logistics costs include mining, agribusiness, steelworks, and pulp
and paper, listed in the order of percentage of costs over income (Chart 1). When we isolated the
transportation factor in costs, this order had a slight shift: mining (10%), pulp and paper (9%), agribusiness (8%),
and steelworks (7%).

Similarly, a study based on 130 companies conducted by Fundação Dom Cabral (FDC) showed that logistics
costs totaled 12.37% of gross sales in 2017, and this percentage has increased over the last few years from
11.52% in 2014. 4 Regarding the industry (Chart 2), the impact of logistics costs on corporate sales is very similar
to the ILOS survey: mining (26.1%), pulp and paper (21.7%), agribusiness (20.7%) and construction (18%).
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[1] General cargo: processed goods, pulp, rubber products and plastic.
[2] Solid agricultural bulk: soybean meal, grain corn and soybeans.
[3] Institute of Logistics and Supply Chain.
[4] Gross revenues equivalent to 15.4% of the GDP in 2017.

Chart 1: Logistics costs for Brazilian companies based on net income in 2012, by sector

Source: ILOS, Bradesco 
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In the same survey, the FDC broke down logistics costs for the main items and noted that about 40% of the
expense is related to long-distance transportation and 23.4% to urban distribution. As a result,
entrepreneurs classify transportation as the item with the most impact on end product pricing (Chart 3). One
of the main initiatives adopted by businesses to reduce costs was outsourcing the fleet and logistics services.
Variations in transportation costs tend to affect the pricing of final goods prices and the verticalization structure
of the cargo industry.

The aforementioned research summarizes the importance of transportation for national productivity and,
when added to the cargo flow statistics, shows the relevance of road transportation. Although studies
suggest a greater exposure to the cost of logistics in the mining segment, this industry is not as reliant on road
transportation as agribusiness – 40% and 60%, respectively – according to data from the EPL.5

[5] Sector consolidated as Solid Non-agricultural Bulk. Includes coal, cement, iron ore and other minerals.

Chart 2: Logistics costs as an average percentage of gross sales, by sector (in 2017)

Source: FDC, Bradesco 

Chart 3: Impact of logistics items on end product pricing
General weighted average, between 1 (little impact) and 5 (significant impact)

Source: FDC, Bradesco 
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The 2017 Transportation Statistical Yearbook6 highlighted that 100% of the production intended for domestic
consumption of the corn and soy complex is transported by road. For this modality, 112.6 million tons
(including corn, soybeans and soybean meal) was distributed to the domestic market in 2016, traveling an
overall distance of less than 200 km. The share of road transportation in soy exports rose from 33% in 2010 to
48% in 2016. Despite the relevance of other means of transportation, it is important to note that products are
mainly shipped by road until arriving for cargo transshipment.

A study conducted by Brazilian Agricultural Research Corporation (Embrapa) reveals the complexity of
Brazilian agribusiness logistics: approximately 42% of grains are produced in the Midwest region and 49% of
the national production is distributed through the ports of Santos (SP) and Paranaguá (PR). The study focused
on soy and corn logistics, considering the share of these products in the export agenda. Mato Grosso is the
main exporter of these grains among Brazilian states, with a share of around 35%, followed by Paraná (14%),
Rio Grande do Sul (13%), Goiás (8%) and Mato Grosso do Sul (8%)7. From a logistics standpoint, the states of Rio
Grande do Sul, Paraná, São Paulo and Bahia have virtually consolidated routes, due to their ports. The Midwest,
however, which is the largest producing region, has yet to establish an ideal route. Despite the improved flow
gained through investments made in the Port of Itaqui (MA), the Southern and Southeastern ports are still
crucial to export and import inputs (fertilizers).

Another characteristic of the agricultural production structure is that a significant portion of fertilizers used
on our crops is imported and travels to rural producers via return shipping (the truck that transports the
grains to the ports returns with the inputs). Thus, the sooner the new rules for the transportation sector are
clarified, the less worries about the next harvest, which needs these inputs (Chart 4). As such, the coming
months will be crucial for monitoring fertilizer purchases. After all, the planting of soybeans and the first corn
harvest begins between mid-September and early October.

Brazilian logistics challenges extend beyond diversifying means of transportation. In other words, despite
concentrating over 60% of our cargo transportation in a single mode, road quality drives logistics costs up. A
study conducted by the National Transport Confederation of Brazil (CNT) revealed that 61.8% of roads received
an overall classification of regular, bad or very bad in 2017.8 Only 38.2% of the roads were classified as being in
“good” or “great” conditions. In light of this scenario, and regarding pavement quality, the study revealed a
27% increase in operational costs for transporters last year. Regionally (Chart 5), the highest costs observed
were in the Northern (33.6%) and Midwestern (29.3%) regions. This is, therefore, another point of attention for
agribusiness.

[6] Published by the EPL.
[7] Based on data from 2015.
[8] The 21st edition of the CNT Highway Survey surveyed 105,814 km of roads.

Chart 4: Domestic fertilizer sales (thousands of tons)

Source: ANDA, Bradesco
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In addition to the issue of quality, Brazil has a low density of paved highways compared to other exporting
countries: about 25.0 km of highways are paved per thousand square kilometers, which is considerably less
than other global competitors (Chart 6).

This data reveals that addressing structural measures is essential to leverage productivity. This year, the
World Bank’s Doing Business ranking placed Brazil in 139th place in a list of 190 countries, in terms of logistics,
shedding more light on the need for structural adjustments in the industry.

Chart 5: Increase in operating costs based on road pavement conditions, 2017 (%)

Source: CNT Road Survey, 2017, Bradesco

Chart 6: Density of the paved highway network by country (in km/1,000 km2) (*)

Source: CNT Road Survey (2017), Bradesco
(*) Prepared by the CNT based on data from the National Road System (2015) in Brazil and the Central Intelligence Agency for other countries
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