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IT'S BRAZIL'S DAY IN THE SUN

OPPORTUNE TIMES

Worth red tape
for niche
businesses

By Enic Lam

At first blush it seems a little
odd that a litthe-known busi-
ness specializing in niche com-
puter equipment such as eam-
mereial Wi-Fi internet stations
and military weapons system
networks would open up its
first international outpost in
Brazil, the land of minforests,
fron mines and sugar cane,

But for Duane Anderson,
chiefl executive with Edge-
water Computer Systems Ine.,
ending up in the booming Lat-
in American country made all
the sense in the worliL

“When we started looking
for expansion, the greenfields
were in the BRIC countries
und Brazil stood out as the
one with the best opportun-
ites” Mr. Anderson said in an
interview from his company’s
headgquarters in Kanata, Ont.,
a sheepy suburban community
west of Oftuwa,

“The mlvantage is they're
underdeveloped in terms of
Intermet connectivity, We can
put up a radio and serviee an
entire village or town.”

BRIC is the ncronym for &
quartet of emerging market
nutions that ane widely oxpect-
el to drive the global ceonomy
in the years to come: Brazil,
Russiu, India and China. All
four are among the largest
countries in the world — in
the top 10 both geographically
el by populition.

As well, the 2008 financlal
crisis lns accelerated a shift
away from stagnating trad-
il power centres such as
Europe and the United States
toward these rapidly grow-
ing economies. This means &
fundamental improvement
in living standards for a very
Large number of people, creat-
ing some of the largest poten-
tial cash-flush markets in the
workl

In the case of Brazil, the
next six years will likely be the
most important in its history,
On New Years Dy next yed
Dilma Rousseff will take office
as the country's first woman
presidint. She will be respon-
sible for weleoming the world
to Brazil in 2014 for the FIFA
World Cup and in 2016 to Rio
e Junlere for the Summer
Ofymphes, the first South Amer-
fean city to ever host the gumes.

With Brazil's unemploy-
ment rate hitting an all-time
low of 6.2% in September, the
GDP forceasted to grow 7.6%
this year and inflation to rise
w0 . there are fears — as
with the other BRIC countries
— the country will overheat.

However, there’s still plenty
to be done and even more cash
wadting 1o be spent, making for
abit of o froe-for-all of conpan-
ies Jarge and small flooding
into the country looking for op-
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Next six years may be Bragil's most important yet as it gets set to host the FIFA World Cup seceer and the Olympic games.

portunity at the moment.

“It's & very dynamibe, grow-
ing market with o middle-class
that's growing and lots of re-
sourees” Jean Candyn, regional
vice-president for South Amer-
fea with Export Development
Canada, said in an interview
from S&o Paulo. “It'sa very good
enviromment for any company
o invest here. Bral loves im-
ported goods and technology,
They can't produee everything
e wie have high L‘:(msun- to

high taxes and tariffs associ-
ated with lmports.

“lmport tariffs are very
high depending on the sector,
and can jeopandize competi-
tiveness of products invalved,”
Mr. Bastos sabd, “For example,
an imported car that would
sell for US$50,000 in the U8,
would go for US§120,000 in
Brazil becawse of tariffs”

in a sense, the tariffs are
subsidizing the country’s poor
imfrastructure. “We call it the

beans

tech in Canada, lots  “Braci] cost! To bring soy

of opportunities” from the interbor of the country
The EDC celebrated its 10th  to the ports at Sio Paulo can

anniversary in Brazil in Sep- costas mueh as from Sio Peule

tember, The agency has brok-
ered more than £15-billon in
exports and investments in
that time, up more than 70%
sinee the start of the decade.

Pedro Bastos, chief execu-
tive with HSBC Asset Man-
agement in Bruall, sald the
middle-class shift has created
a populice focused on con-
SmpTion,

“Consider you have 190
million people and in the last
three or fonr years 20 mil-
lion have left the poverty
line, These people aspire to
thekr fiest home, first car, first
motoreyele” he said. “But it
goes beyond thit to private
education, health care, health
insurance and other services.
Wee are also lagging far behind
in infrastructure. Cannda ex-
eels in machinery, cquipment,
services.”

Edgewater opened its sakes
office in Sdo Paulo in Septem-
ber after three vears of plan-
ning, working with the EDC
and other government agen-
cies. Its plan is to shift manu-
facturing to Brazil to avokd the

tothe ports of Chin” he sl

Setting up shop in Brazil
shows 4 commitment to the
country, and can be very im-
portant when bullding trust
with local clients. “It's differ-
ent culturnlly. It takes time to
estabilish a relutionship, estab-
lish face time” Mr. Anderson
sabd. “Our distributors often
wanted us to meet direct
with their customers. They
wanted us in on trials and
demos”

But entering the Bra-
ailian market can come
with some problems.
Aside from the lan-
gunge barrler (the
dominant language
is Portuguese},
there are very
complex tax,
accounting
and labour
laws that
could crip-
ple a com-
pany if not
handled cor-
rectly from
the start,

Laurent Denis is founder of
Denis Cimaf Ine., o small com-
pany thot makes industrial
brusheutters and chippers
based in Roxton Falls, Gue,
a tiny village of about 3,000
peaple more than an hour eist
of Montreal,

Mr. Denils discovered a sur-
prising demand in Bri-
2ils planted tree erop
industry for his cutters,
and has been trying to
find his way into Brazil
for six years, He finally
opened an office in
Februury in Holnm-
brrit, @ town jaest morth
of S0 Paulo,

“You can't just de-
cide to go to Brazil
and go in the nest mor-
ning,” he sald.

Mr. Denis, the son

to

ofa wha taught
him to weld when he was
four, has run into a series of
buresueratic problems every
step of the way,

“It's highly regulated, like
France, For instance, we wint-
el to establish a company and

rent A
building.
Now, 1o
oapen up
a4 com-
pany you
need an
address,
but to rent
a building
vou have
to have a
oompany. So
where do you
start? We had to
find alocsl per-
som 1o rent
the budlding.
It took us
four months”
e sabd. “Then
we said, let’s
opeEn up o
bank account.
That took three
weeks. 1 still
can't say why
Impaorting is
especially expen-
sive for Mr. Denls
as Brazilians are
not familiar with
his products, so he's
algo looking to shift
his manufacturing
domestically. How-
ever he has not
been able to find
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manufacture his components,
especially steel bludes,

“I've been looking for two
yearsbut haven't been success-
ful finding lower prices than
i facturing in Canada and
exporting. Maybe we'll have
to buy a steel fabricating shop
o control the costs” he
said. "It docsn't mike sense is
there’s no way it should cost
more. Salaries are lower, and
even if you just consider the
Teating costs, if you don't have
to heat the building that's big™

Mr. Denis suspects local
manufacturers inflate their
prices to match those of im-
ported goods, Short-term it &
good for locals as they make
more money, but long-term
it will diseourage entrepre-
newrs, he said, adding “They

will realize this eventually”

Even so, it's worth the
trouble, especially for niche
businesses such as Denls
Cimaf and Edgewater that can
cormer an untapped market i
they move fast enough.

For Mr. Anderson, dealing
with Brazilian red tape has ae-
tually bees o brecee compared
with the kind of burcaucracy
imvodved with the military.

They have no idea” e

Mr. Dienis, to his credit, s
=0 far relished the challenge,

“[The Brazilian market]
his the potential to be as large
as all of North America” Mr.
Denis said. “For sure it's a
pain starting up, and | wonder
what 1 am doing here some-
times, but lomg-term it will
pay off”
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