THE IDEAS OF ]OSé SANTOS, CREATOR OF THE CONCEPT OF METANATIONAL COMPANIES

Number 1
Sept/Oct

RAZILTANICOMPANIESIGOUNTERNATIONAL

essential
steps

thteo W?)l‘ld ”

of how to become a
global executive

' Arezzo howto
break into China

Learn with e 471 Careers: examples



Is it possible for a mining company

to be one of the most

According to a survey carried out by consulting firm Companhia de Talentos,
after companies by students looking for jobs when leaving college. This result is a

www.cvrd.com.br



CVRD is among the three most sought-

great source of pride for all of us at CVRD.




ANTENNA
10 Gisele, acarajé and airplanes

INTERVIEW

16 José Santos: multinationals, no.
Metanationals
By Nely Caixeta

REPORTS

30 Arezzo’s Chinese partner
33 Beef for the world

36 BrazilianITinaTV soap?
39 The Braskem game plan

ILLUSTRATION: MARCELO CALENDA

COVER MEMORY
- . 42 Internationalization for beginners
22 Ten steps to win the world
.. . GLOBAL OUTLOOK
Brazilian companies have become ; o
stronger since they lost economic protection in 46 Tomorrow’s leaders, wired into the world
- . ) . . By Paulo Sotero
the Nineties, and they’re happier about leaving
home. Check out the 10 essential steps for any IDEAS
company that wants go international 48 The Brazilian jigsaw puzzle
By Ricardo Galuppo, with Juliana Gargon, By Luiz Felipe d’Avila
Jodo Paulo Nucci and Lia Vasconcelos 51 Where does Brazil’s image comes from?

By Paulo Moreira Leite

SPECIAL
54 Aworld driven by ethanol

SPIRIT OF THE LAW

60 Theimportance of bilateral agreements
By Maria Helena Tachinardi
62 What’s holding back internationalization

WORLD CITIES

65 Where the investments are going
By Clayton Netz
67 Wall Street or the City?

_I'.

SMALL BUSINESSES
69 The world has room for you too!

CAREERS
72 Getready to be a global executive

FINANCE
75 How do you finance going international?

GLOBE-TROTTER
79 Culture, fashion and entertainment

WELTON ARAUJO; HUAJIAN; ILLUSTRATION: MARCELO CALENDA; PAULO LIEBERT / AE




Since moving my business to London,
I'm hardly ever there

st ok 1o the world

As the UK Government's
international business
development organisation, we
can help your company get to
where it needs to be.

If you're a UK firm, we can help
you export successfully, giving
you unique access to contacts
in every industry in every
country, as well as bespoke
research and advice.

If you're an international
company looking to expand
globally, we offer impartial,
quality, tailored advice and
access to networks that

will help you use the UK's
remarkable potential to your
full advantage.

To realise your company’s true international business potential,

contact UK Trade & Investment today. TRADlgg I ggi

www.uktradeinvest.gov.uk INVESTMENT
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Whether it’s in Brazil or abroad,
you can count on Itau.

Itaud is a Brazilian bank with a strong international presence. It is also the Brazilian bank
presenting the greatest foreign growth today, thanks to its expertise in handling the highly
complex demands of its widely different clients. And, as a company strongly dedicated to the
country, Itau is also helping Brazil to grow, through increasing credit and investing in social
and cultural projects. As you can see, Ital was made for you, wherever you are.

Itau
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Séo Paulo - London — New York - Lisbon - Frankfurt — Luxemburg — Tokyo — Shanghai — Cayman - Buenos Aires — Montevideo - Santiago
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Not just timely,
but essential

It's with enormous pleasure that we bringyou
this, the first issue of Brazilian Business Internatio-

nal, a magazine devoted to one of the most positive

recent transformations in the Brazilian economy.
Through the last two decades, companies born'and
bred in Brazil have been boldly pushing their frontiers further and
further afield, launching their own operations in some of the world’s
most competitive markets. We're not talking small change, either.
Experts estimate that the total stock of Brazilian direct foreign invest-
ment abroad now registered with the Brazilian Central Bank is close to
US$100 billion. In many countries — and particularly the most develo-
ped ones — it has long been fairly commonplace for companies to look
on the global marketplace as a natural extension of their own back
yard. But for Brazilian businesses, this is a more recent phenomenon.
Brazilian Business International will seek to tell the story of Brazi-
lian internationalization through successful examples. We'll be looking
at the risks and rewards of leaving home, and giving space to different
points of view. And finally, we aim to help and
stimulate this new movement, providing it with a
necessary voice.
Until the Nineties, Brazil was one of the world’s

most closed economies. Recently, however, as the
country has developed the healthy habit of sound

possibility of playing an enhanced international
essential role. Three factors are stimulating internationa-
steps o ) ! .

Hewin g lization and lie behind our decision to launch a
P L p——— f magazine dedicated to the topic - stable prices,
e stable economic rules, and the efforts that most
recent governments have made to help Brazilian companies develop
solid, lasting relationships with foreign partners.

Given the breadth and depth of support that we have received, we
have no doubt that we're providing Brazilian business with an editorial
product that is not just timely, but essential. It would be impossible to
list all those who have helped us make Brazilian Business International
a reality, so we have chosen to repay their encouragement in the best
way possible - by producing a quality magazine, one that will always
present and analyze the facts with the independence, responsibility
and high standards that mark the best publications.
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The Second Bridge Capanda Hydroelectric
Spanning the Orinoco River Power Plant
Venezuela Angola

American Alqueva’s Hydroelectric
Airlines Arena Development
USA Portugal

TO EXPORT TECHNOLOGY
IS TO IMPORT DEVELOPMENT

Exporting engineering services
brings foreign exchange to the
country, promotes the exportation
of small- and medium-sized
companies, reduces the Brazilian
vulnerability overseas and, thus,
contributes to the Brazilian
development.

Serving development for more than 60 years.

www.odebrecht.com

Construtora Norberto Odebrecht’s global
operations generate more than benefits for
the countries where it is present: it brings
development to Brazil. Operating for more
than 25 yearsin four continents, the largest
construction company in Latin America
has accumulated more than 700 projects
outside Brazil. These contracts generate
technologically intensive domestic goods
and services exports, thus contributing to
the Brazilian economic growth.

ODEBRECHT
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Gisele
Biindchen:
up15%in
three months

Gisele Beats
the Market

GISELE BUNDCHEN, the world’s best-paid fashion model, is
really a winner — and there are Excel spreadsheets to prove it.
She’s already stashed away a personal fortune estimated at
US$33 million, according to this year’s Forbes magazine survey.
Now financial market analysts are composing some new vital
statistics to measure the Brazilian’s pulling power for companies
that use her image in advertising and promotion. Key tool is the
“Gisele Biindchen Stock Index”, created by American economist
Fred Fuld and published on the Internet at Stockerblog
(http://stockerblog.blogspot.com). Companies like Victoria’s
Secret, Apple, Ralph Lauren, Louis Vuitton, Givenchy and C&A
which use or have used Gisele saw their average stock price
outpace the Dow Jones Industrial Average from the start of May
through early August, rising 15% against 8.2%.

Every thlnﬁ that brings Brazil
closer to the world helps the
country improve as a nation

AMBASSADOR RUBENS RICUPERO ON BRAZILIAN

INDEPENDENCE DAY, SEPTEMBER 7t" 1993, IN WASHINGTON.

Acarajé, Cachaga and Tapioca

HOW DO YOU translate such
Brazilian delicacies as acarajé,
cachaga and tapioca for the for-
eign reader? Well, we certain-
ly didn’t even try! According to
Brasilia University researcher
Ana Teresa Perez Costa, words
like these can send even the best
professional translators into a
tailspin. Ana Teresa looked at
how 34 common cultural refer-
ences were handled in various
non-Portuguese texts aimed
at promoting Brazil abroad.

In addition to acarajé, tapioca
and cachaga, she studied angu,
sambddromo, genipapo, dendé,
farofa, tutu, frevo and quitute.
She discovered that the same
word can end up being trans-
lated quite differently in differ-
ent publications. Her conclu-
sion? That mistranslation in the
description of key features of
Brazilian culture could well lead
target readers such as potential
tourists or businessmen to form
mistaken impressions.
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SEE WHO’S BUYING BRAZILIAN BEEF

Leading importers (showing % of total exported)

RUSSIA 20%

EGYPT 13%

UNITED KINGDOM

N
o

UNITED STATES

a
o

HONG KONG

I
BN

HOLLAND

I
o

ITALY

I
BN

OTHERS 42%

L

From Churrascaria
to Office

ONE OF THE landmarks of Brazil’s
campaign to promote beef exports
to the fast-growing Chinese market
closedits doors in August. Sadia’s chur-
rascaria in Beijing stood in the way of a
new avenue —one of hundreds of urban
renewal works planned for the 2008
Olympic Games. Now Sadia will open
a representative office in Shanghai.

BRAZILIAN BEEF exporters are
hoping to reap the benefits of Brit-
ain’s misfortune. The outbreak of foot

4

and mouth disease at some farms in
Southern England isn’t likely to lead to
any significant increase in the volume
of exports to Europe, but there could
be repercussions at the negotiating
table. Britain, alongside Ireland, has
been the strongest opponent within
the European Union of importation of
Brazilian beef, basing its objections
on the occasional outbreaks of foot
and mouth in Brazil. “That argument
isn’t going to cut so much ice from now
on,” said José Vicente Ferraz, an agri-
business expert at the FNP consult-
ing company. (Read more about Brazil-
ian beef on page 33).

AGLIBERTO LIMA/ /AE

Different
Paths

ANYBODY WHO’S
interested in the
internationalization of
Brazilian companies
should check out
Internacionalizagdo e os
Paises Emergentes, by
University of Sao Paulo
professors Maria Teresa
Fleury and Afonso Fleury.
It offers some fascinating
comparisons between
Brazil, China and the
Asian Tigers. The authors
analyze the experience of
Oriental nations that were
virtually irrelevant within
the global economy just

a decade ago, but now

are important players.
And they look at how
Guangdong Province — in
the Southeast, bordering
Hong Kong and Macao -
was a fairly backward part
of China until 20 years ago,
but thanks to the influx

of major companies has
been transformed into the
country’s most prosperous
region. The book also
examines the presence of
Brazilian companies in the
Chinese market. Editora
Atlas, 318 pages, R$60.

PIB
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Brazil Salon: almost™
double ht?humber of
exhibitors, compared
with 2005

Intellectual Property :: The second edition of the Brazil Salon,
set for September in Paris, promises to be almost twice the size of the pre-
vious event in 2005, during the Brazilian Year in France. Then, 40 Brazil-
ian companies and organizations showed up. Now at least 70 exhibitors are
expected, promoting goods and services ranging from cosmetics and food
through heavy industry and tourism. One of this year’s themes shows how
Brazil’s posture has changed about a question that in past times hurt the
country’s image — pirate copies of things like CDs, DVDs and trade marks.
Brazil has been clamping down on piracy for some years now, and the Salon
will see the signing of an agreement to harmonize brand-name legislation in
Brazil and France.

Fashion Accessories :: Just three companies from Rio Grande do
Sul State, none of them very well known to the Brazilian general public, will
be present at the 24th Paris Mod’Amont, a show dedicated to fashion and
design accessories that takes place twice a year — in February and Septem-
ber. Flying the flag are Metalsinos of Ararica, Sander of Sao Leopoldo and
Vive Bella of Novo Hamburgo, producers of buckles, buttons and other ac-
cessories. They’ll be among the 282 exhibitors vying to catch the eye of the
most important buyers in world fashion. Of the 19,000 visitors expected, no
less than 13,000 come from other European countries, Latin America, the
United States and Asia. Companies such as Adidas, Jean-Paul Gaultier, Ken-
zo, Moét et Chandon, Nike, Yves Saint Laurent and Paco Rabane normally
close deals at the event.

Innovative Products :: sial, the Global Food Marketplace trade
fair, will debut the INNOV&VOUS show, dedicated to innovative products
and new creations in the food industry. The show scheduled for Paris in No-
vember was inspired by the “Sial de Ouro” prize which is awarded at the
main Sial expo to innovative products of proven success in their countries
of origin. At the 2006 Sial, Brazil’s Sadia was honored for three products
launched in Brazil and shown in Paris — the Hot Pocket microwave snack,
chicken nuggets that taste like hotdogs, and ready meals based on soy.

CVRD on Top
Down Under

BRAZIUSCVRD == ._‘_‘_-‘--

isonarollin

Australia. The mining ;
giant has paid out US$90

million to raise to 51% its stake

in a project to produce coke for

the steel industry, now being
developed with two partners.

And last year, CVRD acquired

the Australian division of American
Metals and Coal Industries (AMCI)
for around US$740 million. The
company is hoping to see an
increase of around 10% in the price
of coke in coming months.

Discreet but
Important

EMBRAER, Brazil’s high-flying
maker of regional jets, has taken a
final step to wiping away vestiges
of its state-owned origins. The
company was founded 1969 by the
Brazilian federal govenrment and
privatized in 1994, but the new
owners retained the old logo. Now
there’s a discreet but important
change. Embraer President Frederico
Fleury Curado explained that the
new logo blends past and present —
the name gains prominence, while
retaining the stylized bird that

was created by Spanish designer
Jose Maria Ramis Melquizo at the
request of the company’s founder
president, Ozires Silva.

v
€ EMBRAER

Out with the old: Embraer’s new logo
gives the name more prominence

STOCHXPERT
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Abengoa in the
Land of Sugar Cane

SPANISH GROUP Abengoa, Europe’s
largest producer of ethanol, has bought
Brazilian company Dedini Agro for — 497
million. The deal announced early Au-
gust marks Abengoa’s debut investment

STEFERSON FARIA

Black
Gold

PETROBRAS

an-

nounced mid-August
that it is expanding its

1 investment program
Petrobras: investment up 66% for the next four years.

in Brazil and in-
cludes two sugar
refineries in Sao
Paulo State plus
just over — 290
million of debt. It
makes the Span-
ish company the
world’s only pro-
ducer present in
the three great
ethanol markets
— the United
States, Europe
and Brazil. De-
dini Agro shares
common  ori-
gins with, but is
no longer relat-
ed to, Dedini In-
dustrias de Base,
amajor Brazilian
maker of ethanol
and sugar pro-
cessing equip-
ment. (See more
about ethanol on
page 33)
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Use it to

take care

of your skin. il
USE REFILL.

The refill packaging uses fewer raw materials
to be made. Because of this, it produces less waste.
Because of this, it costs less. It is good for you. It is
good for the planet. www.natura.net

refill
Ve

Reuse it to
take care of
your planet.

-

Earlier expec-
tations were to
invest USS$52.4
billion through
2011. Now that’s
been hiked by no
lessthan 66%to
USS$87.1 billion.
Internationalin-
vestments are
up even more, by
82%, to US$12.1
billion, with the
focus on pros-
pecting in Lat-
in America, the
Gulf of Mexico
and East Afri-
ca. Petrobras is
a world leader
in deep-water
prospecting and
production, op-
erating impor-
tant fields off
the Rio de Janei-
ro and Sao Paulo
coast.

The Ongoing Question of Used Tires

BRAZIL HAS won another round,
but the battle isn’t over yet. The
European Union said it will appeal
against a World Trade Organization
(WTO) decision that allows Brazil to
ban the importation of used tires,
where they are used for remolding.

The Brazilian government says that
the used tires are a threat to public
health and the environment. But
even in Brazil there’s an argument:
courts are judging various requests
from local companies to allow
imports to continue.

PIB
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BM&F’'S WORLD-CLASS STANDARD OF EXC

BM&F has just certified its member firms with Seals of Qualification. The Brazilian market is
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ELLENCE IS NOW THE MARKET STANDARD.

pleased, the international market is quite satisfied and the brokerage houses are overjoyed.
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private and corporate markets.

CORRETORA

CAMBIOE

TTTULOSS.A.

CORRETORA

Retail ap ®

bancofatorz:z FLow N FUT

Banco
* Cruzeiro
= do Sul

U &
LINK D o Aicicho

BkaE‘r e Spomrsr CNECA Y veroramtimeoreo

gi‘Oer‘:lORA PAULISTA

Certified brokers focused on
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It is with great pride that BM&F announces the certification of its
member firms through the issuance of Seals of Qualification. This
means that the certified brokers are operating with a world-class
standard of excellence as they provide services within their designated
categories. This is great news for those who have been certified, and
even greater news for the Brazilian market as a whole. BM&F Seals of
Qualification. Brazil, operating at a world-class standard of excellence.
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Brazilian Mercantile & Futures Exchange

FEEL THE POWER OF OUR MARKET

Derivatives are floating rate securities. They do not provide the investor with guaranteed, predictable returns and their inherent risk must be considered.



Not Just
Multinationals —

‘ Vletanationals




Innovative management, organizational ability, access to technology and
the power to multiply innovations around the world — these, says Professor
José Santos of Insead, are the qualities of the companies of the future

0sé Santos, a Portuguese-

born professor at Insead,

dedicated a large part of his

56 years to running multi-

national companies. But just

over 10 years ago Santos left
Segafredo, the world-leading Italian
espresso coffee company, for the
prestigious French business school
located at Fontainebleau near Paris.
Insead rivals Harvard as the world’s
best place for an executive to study,
but Santos went with a specific
goal — to develop a more systematic
understanding of the management
difficulties faced by companies that
operate globally.

Within the thousands of multi-
nationals that today drive globaliza-
tion, Santos detected an elite group
that he came to call metanationals -
companies that achieve competitive
advantage through their ability to
blend elements of innovation from
around the world.

Santos went on to write, with
two Insead colleagues, the best-
selling From Global to Metanational:
How Companies Win in the Knowl-
edge Economy, published 2001 by
Harvard Business School Press. And
now, ensconced in the beach house
he bought in Bahia, in the Brazilian
Northeast, Santos is writing his sec-
ond book.

“I' love the sea here,” he said, add-
ing he planned staying three months
per year. “This is where | get peace
to read, think and write! It was also
at his Bahia beach house that Santos
took time out to discuss metanation-
als and the first Brazilian companies
to make it into that select group.

BY NELY CAIXETA

So what — we asked - differentiates
multinationals and metanationals?
The difference — Santos explained —
is not in being multinational or meta-
national, the two concepts are not
directly related. A company is mul-
tinational when it has operations in
various countries, integrating people
from various nationalities into its op-
erations. A company is metanational
when the essence of its competitive
advantage lies in a combination of
factors spread around the world,
which implies exceptional organiza-
tional capacity. In other words, the
competitive advantage of a metana-
tional company comes from its ca-
pacity to manage diverse, dispersed
resources and markets, be it for the
innovation of products, business vi-
sion, access to technologies or rela-
tionship networks. By way of com-
parison, what generates competitive
advantage in a national company are
the local economy and the institu-
tional and cultural environment. It
makes more sense to talk about the
difference between metanational
and national companies.

What do you mean?

What | call national companies are
those whose competitive advantages
stem basically from one country, even
if they have expanded their opera-
tions beyond their original borders.
Even when they operate multina-
tionally, they continue being essen-
tially national companies because
the technologies and clients in their
domestic market continue to play a
determinant role in their superior
performance. When | call General

Electric an American company it's
not because it's headquartered in
the US, but because the quality of the
company stems from the qualities of
its country of origin. Multinationals
like General Electric, General Motors
and Siemens draw or have drawn
enormous competitive advantages
from aspects of their countries of
origin - scientific and technological
research, the demands of an efficient
market, the quality of competitors,
the factors of production and so on.
These were the very advantages that
made them global leaders.

How can we identify the organiza-
tional qualities that make a company
metanational?

It's very difficult to say if a company
is or is not metanational, we have to
study it and understand where its
competitive advantage comes from.
Perhaps just 1% of multinational com-
panies today are truly metanationals.
To identify them, the first step is to
discover if they have real interna-
tional or global worth. We must see
if the company has any competitive
advantage at the international level.
We have to show that a company per-
forms better than its global competi-
tors. It doesn't need to be the largest
company, because we're not talking
about size, but it does have to excel in
terms of quality of performance.

Which companies are clearly meta-
nationals?

| can only talk about those that we
studied during the research that
ended up producing the concept of
the metanational company, and those

PIB
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that | have looked at since. I'm talk-
ing about companies such as STMi-
croelectronics, Nokia, Polygram, Log-
itech and in particular Acer, which
we could take as an example. The
fact that Acer is from Taiwan is im-
portant but not decisive, what made
Acer such an important company in
the field of personal computing in the
Nineties was its ability to use some of
the intangible assets available in Sili-
con Valley, in California. For exam-
ple, it could get close to Intel, which
meant that it could be ahead of even
IBM in launching a computer with
what was then the quickest proces-
sor available, the 386, which was one
of the predecessors to the Pentium.
What's more, Acer saw the potential
importance of personal computers for
small companies and less developed
economies. When you factor in the
priority that Acer gave to access to
technology and the ability to develop
a product in California but make it in
Taiwan, you end up with a business
model that was very different from
the one then favored by IBM.

What other examples did you identify
in your studies?

Nokia is a rare case of a company
with national origins transforming
itself into a metanational. Nokia was
a conglomerate of companies with a
history going back over 100 years, and
until the end of the Eighties it was
virtually unknown outside of Finland
and neighboring countries. However,
when we compare the performance
of Nokia at the end of the Nineties
with that of the mobile phone divi-
sion of Motorola, we can see that the
competitive advantage that helped
make Nokia the global leader really
had nothing to do with Finland. It was
much more related to the company’s
innovative management structure
that was able to combine and multi-
ply technologies and markets spread

To cater fora
demanding market,
AmBev has developed
into a unique business
enterprise. Itis
anything but Brazilian

around the world. That was how
Nokia beat Motorola. The American
company was focused on its custom-
ers and on the technologies that were
available in the United States, which
were different from those available
in Europe. In other words, Motorola

was stuck in its geographical origins,
while Nokia was able to break free of
its Finnish roots.

The case of Logitech, also described
in your book, is equally interesting...
Right. Technically speaking Log-
itech is a Swiss company, but it
traces its origins to the chemistry of
three young engineers, two Italians
and one Swiss, who had the bright
idea of producing a mouse combin-
ing abilities from various parts of
the world. They blended Swiss pre-
cision technology and initial market
demand in the United States with
production in Ireland and Taiwan.
Effectively, Logitech was born a
metanational. Right from the start
it had commercial headquarters in
one country, development offices
in another two and factories in yet
another two. | think we’ll see more
and more companies like this.

Why do you say that?

Well, 30 or 40 years ago General Mo-
tors was world leader in automobile
production, but now it's struggling.
The industry is being led by Toyota,
Honda and Nissan. Think back to
Michael Porter’s book The Competi-
tive Advantage of Nations — he's talk-
ing about countries, not companies.
The United States has been losing
competitiveness in the automo-
bile sector but General Motors has
remained rooted in its US origins.
Even though GM has had operations
around the world for a long time,
nothing that happens in GM Brazil,
Europe or Japan was in the essence
of its competitive advantage. This is
a deficiency that will become more
and more serious because everything
suggests that the factors of competi-
tive advantage are becoming more
and more dispersed, rather than be-
ing concentrated in any one country,
no matter how big it might be.
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Which sectors are most likely to pro-
duce metanational companies?

The likelihood increases where in-
tangible assets are more important,
and where use of knowledge is more
intensive. That's because in a glo-
balized world, knowledge is spread
around. In the Nineties and the start
of this century, mobile telephony
specialists discovered that the mar-
kets with the most innovative cus-
tomers were Japan and South Ko-
rea, so it should be no surprise that
Samsung, which is a South Korean
company, has become a leader in
cell phone technology. Frequently, a
company can draw advantage from
factors other than just technology
and production.

Which, for example?

Well, more frequently than we
might imagine, competitive advan-
tages can stem from the quality of
a company’s customers. | impress
on people that one of the great dis-
advantages of companies in the so-
called emerging markets like Brazil
comes not from their lack of tech-
nology but rather the low quality
of their markets. The problem in
these countries is that customers
are generally not very demanding
or exposed to innovation.

How do you rate Brazilian consum-
ers behavior?

In general, I'd say they are not very
demanding about what they con-
sume. However, they do tend to be
very aware and demanding con-
sumers of cell phones. You can see
that by looking at the great avail-
ability of models and operators
in the country. Brazilians are also
demanding consumers when they
watch TV. There’s no doubt that
Globo is a world-class company,
even if its presence outside Brazil
is not very great.

e

Nokia became

a metanational
company by
combining and
leveraging
technologies
around the world

Which Brazilian companies are meta-
nationals?

I've studied Ambev and Embraer.
Ambev was the first case | found of
a company transforming itself into
a metanational while producing just
in Brazil. That makes it effectively a
domestic metanational.

Why do you say that?

Ambev was transformed by the
management technology, innova-
tions and strong pressure for re-
sults that the company acquired
in the United States and Japan. In
this sense Ambev is not so “Brazil-
ian”. The company owners trans-
ferred what they had learned in the

American financial sector to Bra-
zilian industry. They built a unique
company to serve a demanding
market. The Ambev culture is any-
thing but Brazilian. This country
was irrelevant in the world beer
market but Ambev became one of
the leaders in the sector, thanks to
global competitive advantages that
led to its merger with Interbrew
shortly after.

And Embraer?

Here we have a company that de-
signs planes without thinking of
the Brazilian market, but rather its
customers around the world. Much
of the technology is not Brazilian, it
comes from suppliers in the United
States, Europe and Japan. But Em-
braer had the competence to develop
a model of organization and shared
business that allows it to act as an
integrator to develop new airplanes
using technologies supplied by its
foreign partners. In this sense, Em-
braer is not a company with Brazil-
ian roots, but rather a metanational
that was created in Brazil.



DM9 E DDB

Two flights a day between Frankfurt and Brazil.

Choose Frankfurt-Rio or Frankfurt-Sao Paulo. We at

VARIG are happy and proud to announce that over the coming
months, VARIG will be adding still more international routes —
working ever harder to keep you, the customer, satisfied.

Have we

got news

for you!
Direct flights
Frankfurt-Rio

*Phone call billed at local cost. **For places in Brazil not covered by the 4003 service, long distance charges apply.

VARIG

WwWw.varig.com.br



Cover Story

22

A

forl companies which
want to conquer the world

In recent years, many Brazilian companies have lost the “fear of believing
in themselves” and have set off in pursuit of new markets abroad. The methods
they have adopted can serve as a lesson for others which want to follow

»

the same path

ot one of the dozens of Brazilian
companies which have conquered
the world in recent years has used
the country’s most popular sport
as an inspiration for its interna-
tional expansion. Some even feel
uncomfortable about having their
image associated with football and
other brands registered in Brazil, such as the samba,
Carnival and caipirinha. They think this link could
compromise their seriousness. Without going into
the reasons which lead some companies to think like
this, it is worth making a comparison with football to
recognize that a group of companies is undergoing an

RICARDO GALUPPO, with Juliana Gargon, Jodo Paulo Nucci and Lia Vasconcelos

experience to that enjoyed by the Brazilian team after
the World Cup in 1958.

Until that particular world championship — the first
ever won by Brazil — Brazilian football suffered from “the
fear of believing in itself’, in the words of one of Brazil’s
greatest writers and sports columnists, Nelson Rodrigues.
Even worse was that until then the country suffered from
a grave syndrome - a “stray dog complex.” What does all
this mean? Let Rodrigues explain: “By ‘stray dog complex
| mean that willing way in which the Brazilian has regard-
ed himself as being inferior to the rest of the world"

The team won the Cup final held in Sweden and
the country started to became self-confident as a re-
sult. The following victory, in Chile, strengthened this

’
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feeling and the rest is history. What does the era of
Brazilian football stars playing on pitches all over the
world have to do with the current movement of com-
panies? Plenty. It was not so long ago that Brazilian
companies were also afflicted by the “fear of believing
in themselves” Many were afraid of the possibility of
finding foreign competitors ahead of them. This sce-
nario changed with the opening of markets in the early
90s. Some companies changed hands and others shut
down but, generally speaking, the quality of Brazilian
companies has improved a lot since that time.

They are stronger and feel sufficiently confident
to become internationally oriented and this has made
them even stronger on the home market. “The com-
panies which survived the opening of the
economy and the greater international
competition launched Brazil abroad,”
says Maria Tereza Fleury, a profes-
sor at the Economics and Adminis-
tration Faculty of the University of
Séo Paulo. i!

Cultural diversity

The story of Brazilian companies be-
coming international has hardly begun
to be written. A study produced in 2006
by the Dom Cabral Foundation of Belo Hori-
zonte, evaluated the companies by their level of
exposure to the international market. It showed
that some Brazilian companies and groups have
strengthened their presence abroad and are
now consolidated as Brazilian multinationals.
These include Gerdau, Odebrecht, Vale do Rio
Doce, Petrobras, Marcopolo, Sabé, Andrade
Gutierrez, Weg, Embraer and Tigre — to men-
tion only the 10 top names in the ranking. Gen-
erally speaking, the internationally active
companies are held up as being among the
best in the country.

No-one is saying that the decision to
open an office abroad means a great break-
through will be made in the blink of an
eye. “You need to study the prospects, get
to know the details and take into consider-
ation the advantages and disadvantages of
each market,” says lawyer Ordélio Azeve-
do Sette, one of the most highly respected
specialists in international trade law in
Brazil. “A simple mistake can lead to the loss
of all the planning and invested capital.”’

This is certainly true. Décio Oddone, Internation-
al Executive Manager of Petrobras for the Southern
Cone, reinforces lawyer Sette’s words. “You need to
understand cultural diversity and the behavioral pat-
terns of the people in every region in the relationship
with clients, suppliers and employees,” he says. When
he worked for Petrobras in Angola some years earlier
Oddone had an interesting experience which shows
the importance of being aware of the cultural details of
every country. When Petrobras began exploration off
the African coast, it only allowed employees to leave
the platforms during their shifts in emergencies, such

A GLOBAL
MENTALITY
HAS TO BE
DEVELOPED
THROUGHOUT
THE COMPANY
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as the death of a child, as was the case in Brazil. Later it
also began allowing employees who had lost a nephew
to leave the rig. This was because many of the African
workers came from matriarchal tribes in which the fa-
ther was not the dominant figure whereas the nephew
played an enormous role within the family structure.
Understanding this fact made a great contribution to
reducing strikes and labor conflicts in the company’s
operations in Angola.

Regardless of the motive which leads a company to
set foot outside Brazil, the fact is that the process of
becoming international brings with it a series of posi-
tive collateral effects. “Globalized companies are bet-
ter, claims economist José Roberto Mendonca de Bar-
ros, of MB Consultores Associados in Sao Paulo. “It
is a proven fact that companies which have gone in-
ternational are more flexible and carry less risk, since
they operate in more than one market.” Another side
of this same story is that the complexity of manag-
ing operations in different cultures requires pursuing
new skills.“A shoe company which decides to produce
abroad will have to reinforce its executive staff,” says
Victor Prochnik, professor of the Economics Institute
of the Federal University of Rio de Janeiro (UFRJ).
“The presence of companies on the foreign market
means that they are there to stay,” claims researcher
Alvaro Cyrino of the Dom Cabral Foundation, in a
study published last year entitled Beneficios, Riscos
e Resultados do Processo de Internacionalizagdo das
Empresas Brasileiras, (Benefits, Risks and Results of
Brazilian Companies Operating Abroad.

So far, so good. Going international is an ex-
tremely advantageous process. When everything
goes well, the company acquires self-confidence and
is ready to run around the field in such a way as, to
quote Nelson Rodrigues once again, needs “at least
10 to win". The question is how to get there? How
can it be done?

To answer these points PIB heard

ready completely consolidated on the market while
others are still enjoying the first conquests. They all
deserve respect.

Going international needs to be on the

agenda of the company’s top manage-

ment. The process demands planning, prepa-
ration and a firm strategic decision in order to
implement it.

Researcher John Stopford, emeritus profes-
sor of the London Business School, hailed the strategy
adopted by Embraco - a producer of compressors for
refrigerators founded in the town of Joinvile, in Santa
Catarina, in 1971 — as an example of efficiency. Stopford
made the comments to a group of executives during
a lesson at the Dom Cabral Foundation in Sdo Paulo
in September last year. “This company is recognized
worldwide for what it does, not because it is Brazil-
ian,” he said. Stopford’s comment refers to the fact that
in the places where Embraco operates, no-one asks
whether it is Brazilian, Chinese or Italian. Its clients
know perfectly that they are dealing with a reliable
supplier of quality products with the right business
approach. This only occurred because the decision
taken by the management to go international spread
throughout the company in such a way that nowadays
Embraco gives the impression that it adopted this creed
at a tender age. The company has a 22% of world pro-
duction. Since 1998, it has been owned by the American
company Whirpool. However, all the surveys continue
to show it is regarded as Brazilian since Brazil is where
the decisions are still made and products developed. All
the plants operate in line with the management model
defined by the head office in Brazil.

Embraco’s international mentality began being
outlined in 1994. At that time, the company was a big
exporter and decided to buy a compressor plant in

the Turin region in Italy. “We knew
that a plant in Europe would give us

conmulians sndswudenmsonthe e You needto oy Jonn Aechter,corparate irecior
of going international. The resultis a underStand CUI-tural of the BraziI—Chirlma operation. From
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its own operations abroad. Check out of the people in erator and freezer for industrial re-
xamples of companies which can  CVeTY TRBION e tention 1o Av. Since
provide a lesson in what happened Décio Oddone, 1995, Embraco has maintained.a joint
in each individual case. Some are al- Petrobras venture with the Snowflake group, a
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Chinese manufacturer of electro-domestic appliances.
It was the first Brazilian company to enter China. The
Chinese arm now employs 1,100 workers and has an-
nual production capacity of 4.5 million compressors.

Develop a global mentality through-
out the company. This is valid even for
sectors and employees which deal exclu-
sively with the domestic market.
Visitors to Embraer’s headquarters in the
town of Sao José dos Campos, in Sdo Paulo
state, soon notice they are in an international company.
The entry to the plant always has dozens of flags from
different countries flying. These show the nationality
of the people who are visiting the plant at that moment.
It could not be otherwise. An efficient high technol-
ogy company, capital intensive, in which the projects
take years to mature with orders for a small number of
units (each of which costs millions of dollars) can only
survive with a global mentality. “You cannot think of
working in this market regionally,” says Hordcio Forjaz,
Embraer executive vice president.
Obviously not all these countries can rely on pro-
fessionals to serve the clientele. Whenever necessary,

an executive leaves Sao José dos Campos for Paris or
Fort Lauderdale, in Florida, to attend them. (Embraer
has had subsidiaries in these two cities since the days
when it was a state-owned concern.) “The same model
of plane which operates under the rigorous conditions
of a Scandinavian winter must be able to support the
high humidity and temperature of the southern United
States,” Forjaz says. “Everyone in the company is ready
to deal with this diversity.”

The company has been concerned about clients
from other countries since it was founded in 1968.
However, it was only when Embraer was privatized
in 1994 that it began operating as a global company.
It selected sales staff to roam the world in pursuit of
buyers wherever they were. The engineering area,
which had always been the company’s pride, started
receiving information on the details which clients
wanted included in the planes. In 2002, Embraer in-
augurated Harbin Embraer Aircraft Industry (HEAI)
in China, a joint venture with the Chinese government
in which the Brazilian company has 51% of the voting
shares. “It was Embraer’s first industrial plant outside
Brazil and is located in a market which is of absolute
strategic importance.”
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