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GOING GLOBAL

Sany expects sales
revenue in Brazil

to exceed $200m

Construction machinery firm riding
wave of infrastructure building

ByZHOU SIYU
in Sao Jose, Brazil
shousiyu@chinadaily.com.cn

Sany Heavy Industry Co
Ltd, China’s largest construc-
tion machinery maker by
revenue, expects to double its
sales in the Brazilian market
from last year to exceed $200
million, further consolidat-
ing its market share in Latin

_ America.
EARNINGS

Sany cur-

rently has 21

subsidiaries across the globe

and five factories in the United

States, Germany, India, Brazil
and Indonesia.

Sany’s subsidiary in Brazil
has experienced explosive
growth in local sales since
it was established in March
2010.

Its motor cranes, one of its
major products, have a 30
percent share of the Brazilian
market, ahead of competitors
including Caterpillar Inc and
Komatsu Ltd, the industry’s
leading international players.

One of Sany’s business
advantages is that “Brazil’s
market requires almost the
same product models as Chi-
na’, which helps the company
adapt quickly to the Brazilian
market, said Xu Ming, assis-
tant to Sany’s president.

In the meantime, to host
the 2014 World Cup and 2016
Olympic Games in Brazil, a
wave of infrastructure con-
struction is taking place in
the South American country,
which means enormous busi-
ness opportunities, Xu added.

But despite the vast poten-

tial, Sany Brazil’s sales in 2011
accounted for about 1 percent
of the group’s total sales of 50.7
billion yuan ($7.9 billion).

The company mainly relies
on the Chinese market, and
this situation is not restricted
to Sany.

“A low level of market con-
solidation, simple product
structure and low sales in
overseas markets — these are
the characteristics of China’s
construction machinery sec-
tor;” Wu Huimin, an industry
analyst at China International
Capital Corporation Ltd said
in an industry report.

Compared with the US
market, where Caterpillar has
a 40 percent market share,
China’s top 10 construction
machinery makers collectively
account for 60 percent of the
market.

In the meantime, overseas
income accounts for 10 per-
cent of the total revenues of
Chinese construction machin-
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Sany Heavy Industry Co Ltd’s assembly facility in Changsha, Hunan province. Sany currently has 21 subsidiaries across the globe and
five factories in the United States, Germany, India, Brazil and Indonesia.

ery makers such as Sany, while
for Caterpillar and Komatsu,
the figure stands between 60 to
70 percent, according to Wu.
“For further development,
Chinese companies should
follow Komatsu’s model by

improving product quality
and becoming more interna-
tionally competitive,” the
report said.

To deepen its overseas
development, the company
made Latin America a focus

of its investment, said Xu from
Sany.

Sany Brazil will make use
of its production base in Bra-
zil and extend its networks to
neighboring countries, includ-
ing Colombia, Peru and Ecua-

dor, all of which boast great
market potential, Xu said.

In January, Sany bought
Putzmeister, a major German
producer of concrete pumps,
for 525 million euros ($640
million) including debt.

ODI: Latin American investments face challenges, but offer huge potential rewards
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And even those who do man-
age to get a foothold, including
an increasing number of Chi-
nese companies, complained of
various issues affecting success,
such as political instability, gov-
ernment inefficiency, compli-
cated legal and tax structures,
and even problems with visa
applications.

Local governments’ attitudes
toward foreign investment can
also be ambiguous.

Brazil has seen a sharp
increase in Chinese investment
in recent years. By the end of
2009, the total volume of Chi-
nese investment stood at $200
million.

In 2010 alone, $17 billion in
Chinese investment flowed into
Brazil, making China the coun-
try’s largest foreign investor.

But despite China’s enthusi-
asm to invest, the Brazilian gov-
ernment has seemed reluctant
to facilitate the investments.

A well-known joke is that
several bilateral business bod-
ies — all claiming to be official
China-Brazil chambers of com-
merce — compete for connec-
tions and business.

Another issue is that some
Chinese companies have found
their investments — and them-
selves — being used a pawn to
gain power and popularity by
competing political parties.

“They (the governments and
political parties in Latin Amer-
ican countries) treat foreign
investments in quite a different
way from China,” said TEQSA
General Manager Li Dacan.

Success under strain

There are, of course, success
stories, but even successes come
with a degree of strain.

Shanghai-listed construction
machinery giant Sany Heavy
Industry Co Ltd, for instance,
was one of the first Chinese
investors in Brazil in the sector.

The company announced in
March 2010its first Latin Amer-
ican investment of $200 million
ina production base in Sao Jose,
two-hours’ drive from the coun-
try’s largest city, Sao Paulo.

The investment was Sany’s
largest in the Latin America
region.

Over the past two years, it has
seen explosive increases in its
sales to local markets as a result.

In 2011, its sales reached $108
million compared with $30 mil-
lion in the previous year. Com-
peting with international play-

ers such as Caterpillar Inc, the
world’s biggest heavy machin-
ery maker, some of Sany’s prod-
ucts have become market lead-
ers in Brazil.

But despite the growing sales,
the company has admitted to
difficulty in making profits.

“Labor costs are too high,”
said Xu Ming, assistant to the
president of Sany.

He said the monthly salary
for a middle-level manager in
Brazil could stand at $7,000 on
average, way above their Chi-
nese counterparts and “almost
the same as levels in the United
States”.

The Brazilian government
also haslocalization regulations
in force that mean if a foreign
company wants to hire one Chi-
nese worker, it must hire two
local workers as a trade-off.

Sany currently has 345
employees in Brazil, 280 of
which are local people, far
above the stipulated localiza-
tion ratio.

But having met the localiza-
tion requirements, working
visas are also still hard to apply.
Even in cases of Chinese people
hired in Brazil, all the necessary
materials must be sent to the
embassy back in China.

The application procedure
can take months, and that’s
provided everything goes
smoothly.

For a machinery manufac-
turer such as Sany, it is vital to
have a skilled workforce, and
their Brazilian employees at the
production lines are in need of
training by their Chinese coun-
terparts.

“We cannot have the skilled
Chinese workers we need in
the workshop without working
visas. But the application proce-
dure consumes too much time,
and often disrupts our sched-
ules;” Xu said.

Even top-level management
can face the same dilemma.

Xu himself is waiting for his
working visa to go to Brazil.
A business visa grants people
entry to the country, but they
are still not allowed to work
there.

The lack of management
experience in Latin America
poses another potential snag for
Chinese companies.

Language and culture are a
problem to begin with, and stu-
dents in China studying Por-
tuguese and Spanish remain a
minority compared with the
widely taught English.

In many Chinese companies,
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A trade booth representing Brazilian businesses at the 110th Canton Fair in October. In 2010, $17
billion in Chinese investment flowed into Brazil, making China the country’s largest foreign investor.
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simple unfamiliarity with Latin
culture can lead to avoidable
disputes between local and Chi-
nese employees.

In some extreme cases, the
cultural barrier has affected
business efficiency.

Most Chinese companies
that achieved success in over-
seas markets mainly rely on
their ability to respond fast to
the local market’s demands
and provide products with
decent quality and a reason-
able price.

But compared with their
rivals from Europe and the
United States, Chinese com-
panies need to improve their
internal communications.

Adenilson Carvalho, head
of human resources at Sany in
Brazil, pointed out that some
US companies are able to eas-
ily put employees of different
nationalities into departments
of different functions.

“But Chinese companies
need to cross a wider cultural
gap than US companies,” he
said.

Huge market potential and
strong economic growth,

South American countries’ economic
policies are distinctively cyclical.
Over the past decade, they became
gradually protective against foreign
countries, but will open up again in

the future.”
YUE YUNXIA

LATIN AMERICA EXPERT FROM THE INSTITUTE OF LATIN AMERI-
CAN STUDIES AT THE CHINESE ACADEMY OF SOCIAL SCIENCES

especially at a time when the
advanced economies such as
the European Union and US
are struggling with a sluggish
economic recovery, make Latin
American markets enormously
attractive.

And so, despite the chal-
lenges posed by the investment
environment and cultural bar-
riers, Chinese companies still
appear determined to stay and
succeed in Latin America.

Bright prospects

“There is no doubt that Bra-
zil will be a star country in the
next decade,” said Xu from
Sany.

For his company, its Brazilian
production base is being seen as
a perfect springboard for prod-
ucts to be sold into other Latin
American countries.

“Colombia, Peru and Ecua-
dor, all these countries boast
enormous market potential,”
he added.

Improved stability expected
in the region in the long term
also provides Chinese compa-
nies with a further reason to be
optimistic, not least because of

the strengthening ties in recent
years between China and Mer-
cosur — South America’s lead-
ing trading bloc, known as the
Common Market of the South,
which aims to bring about the
free movement of goods, capi-
tal, services and people among
its member states.

“South American countries’
economic policies are distinc-
tively cyclical,” added Yue from
the Chinese Academy of Social
Sciences.

“Over the past decade they
became gradually protective
against foreign countries,
but will open up again in the
future”

During his recent four-
nation visit to South America
in June, Premier Wen Jiabao
signed several trade and coop-
eration agreements with the
countries he visited.

In Brazil, the two countries
signed an accord to swap $30
billion worth of their curren-
cies. Brazil and China also
announced plans to share
more financial information
and enhance cooperation and
investment in aerospace.

In Argentina, Wen and
Argentina’s President Cristina
Fernandez signed accords on
nuclear energy and for Chinese
imports of Argentine horses
and livestock, and some farm
products. The two countries
also inked a deal of a $2 billion
loan to finance the upgrading
of Argentina’s Belgrano Cargas
railway.

China currently has free trade
agreements with Latin Ameri-
can countries, including Chile,
Peru and Costa Rica.

And during a discussion
between the two leaders, Wen
and Fernandez talked about a
free trade agreement between
China and the Mercosur bloc.

Wen said he expected bilat-
eral trade between China and
Mercosur to reach $200 billion
by 2016, up from $99 billion in
2011, Argentine official data
showed.

For TEQSA, Wen’s visit to
Argentina marked a great
opportunity to push for prog-
ress.

After rounds of stalled
negotiations, a conclusion
was finally reached that will
see TEQSA selling a portion of
its stock to an Argentine state-
owned company and a private
Argentine company, forming
a new joint venture, the com-
pany said.

There are conditions
attached: any equipment and
machinery needed in the proj-
ect, unless Argentine manufac-
turers cannot produce them,
must be purchased in the local
market, and the company
should also employ as many
local people as possible.

As a result, “the costs will
be much higher than before
and the company structure,
which is already very intricate
with people from three Chi-
nese companies, will be further
complicated”, said Li Dacan, its
general manager.

But Li said he is optimistic
about the future prospects it
presents.

Argentina currently con-
sumes about 10 percent of the
world’s fertilizer but can pro-
duce only 4 percent.

“Everything will be fine if
the plant starts production,’
he said.

Li also plans to put his years
of experience in dealing with
the Argentine government and
local market to good use.

His next plan is to build an
industrial park in Rio Grande,
a tariff-free zone designated

by the Argentine government,
and invite more Chinese com-
panies to invest.

“We have paid our dues.
All these things can never be
learned if we had stayed in
China. And now we will make
use of the experience to build
a platform for other Chinese
companies,” Li said.

‘End of the world’

For Lin Peifeng at TEQSA,
the project has become part of
his life.

“After a 30-hour flight, this is
like the end of the world,” Lin
said.

Located near the southern tip
of South America, Isla Grande de
Tierra del Fuego, which means
“Great Island of the Land of Fire,
has extreme weather conditions
as its name suggests.

In winter, there are only a
few hours of sunlight and the
strong, cutting wind howls all
day outside his window.

“I couldn’t sleep for the first
couple of months,” Lin said,
and there were other things that
needed getting used to, such as
unreliable Internet connection,
weak mobile phone signal, and
the inconvenience of strikes
from time to time.

In June, a large-scale strike
by fuel truck drivers erupted in
Argentina and stations in the
city ran out of gasoline.

During those days, all the
people in the office had to share
one of the four cars the com-
pany has.

This is the first time Lin
has been outside China, so
the weekly get-together over
a Chinese hot pot for all Chi-
nese employees is a treat for
those not yet used to the local
food.

“We cannot find tofu here, so
whenever there’s someone com-
ing from Buenos Aires, we ask
them to bring some dried tofu,
which is easy to carry; Lin said.

Buenos Aires is a four-hour
flight from Rio Grande.

As winter approaches, it
became too cold to do what-
ever remained possible to do
on the construction site, so the
company sent the last handful
of Chinese construction work-
ers back home.

Lin will soon join them.

When the snow thaws, maybe
things will be better and easier,
and he will return to Argentina.

But for the moment, he just
waits for his flight ticket, to
take him back to the warmth
of home.



