
Brazil and Colombia have finally ratified the free trade agreement in the automotive industry. In 2015, the countries had already 
started the process, but at the time there was a lock that prevented it from moving ahead. In the 2015 text, free trade with Venezuela 
was included in the agreement, and the country’s agreement was also needed. Until then, the government of Nicolás Maduro refused 
to sign the agreement. Last Friday, 7, during the meeting of the World Economic Forum for Latin America, in Buenos Aires, Venezuela 
was excluded from the deal...
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Brazil and Colombia have finally 

ratified the free trade agreement in the 

automotive industry. In 2015, the countries 

had already started the process, but at the 

time there was a lock that prevented it 

from moving ahead. In the 2015 text, free 

trade with Venezuela was included in the 

agreement, and the country’s agreement 

was also needed. Until then, the government 

of Nicolás Maduro refused to sign the 

agreement. Last Friday, 7, during the meeting 

of the World Economic Forum for Latin 

America, in Buenos Aires, Venezuela was 

excluded from the deal.

Margarete Gandini, Director of the 

department of logistics and mobility 

industries at the Ministry of Industry, Trade 

and Services, said the agreement only 

includes vehicles of up to five tons. “Colombia 

must file, by means of a Decree, the document 

within 60 days. Brazil has up to 40 days for 

this protocol.”

Up to March, according to ANDEMOS, 

the Colombian vehicle manufacturers 

association, Brazil exported 4 thousand 

vehicles to that country, which represented 

an increase of 82.5% in comparison with 

the same period last year. Sales in Colombia 

totaled 56,242 vehicles, a 1% drop when 

compared to the amount of vehicles licensed 

during the 1st quarter of last year. In March, 

alone, 21,049 vehicles were sold, an increase 

of 6.5%.

According to the President of Anfavea, 

Antonio Megale, this agreement is of “utmost 

importance to the automotive industry, 

because it will allow further integration and 

business for both sides.” The Colombian 

market is expected to reach 350,000 vehicles 

this year.

Foreign Trade

Agreement with Colombia takes life
Bruno de Oliveira | bruno@autodata.com.br
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Suppliers

After successful initiatives in the United States and with Ford Brazil, Cummins and 

Eaton decided to join knowledge. The companies formed a global joint-venture for the 

development, assembly and marketing of automated transmissions for medium and heavy 

commercial vehicles. The partnership will be called Eaton Cummins Tecnologias de Transmissão 

Automatizada.

According to the announcement, the joint venture partners will have equal stakes. The partnership 

is subject to regulatory approvals and other customary 

conditions related to completion of the operation. The 

expectation is that the deal should be completed in the 

third quarter of this year. Luis Pasquotto, President of 

Cummins Brazil and Vice President of Cummins Inc., said 

that the global partnership should allow the companies 

to reduce investments in the development of powertrains 

for medium and heavy vehicles: “Of course, we will also 

be able to grow in markets where we operate and where 

Eaton already has strong presences. It’s a partnership 

that starts in the United States and should expand to the 

world.“

The executive pointed out that Cummins already has 

approximately 30% of the market in the region.

In Brazil, according to Antonio Galvão, Eaton’s vehicles 

group president for South America, the companies have 

worked together when they developed the powertrain 

Cummins and Eaton, the cousins 
that are becoming brothers
Ana Paula Machado | anamachado@autodata.com.br
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system for Ford medium and heavy trucks. According 

to Galvão, the development presented challenges in 

calibration settings and engine software for improved 

communication and synchronization with the automated 

transmission:

“The partnerships with Ford, as well as another initiative in 

the United States, were great learning experiences. We can 

develop faster solutions to our customers. However, it is 

important to note that this partnership will happen only for 

automated transmissions for medium and heavy vehicles. 

The system for light vehicles continues to be offered as 

Eaton.”

The executives did not divulge what should be the resulting synergy gains in the coming years, 

both here in South America, and the world. Pasquotto emphasized, however, that there will be 

market gain from the conclusion of the joint venture. 

“We can cater to every automaker installed in the region. It represents quite a gain. I used to say 

that we were cousins and now we became brothers.”

The current Eaton medium automated transmission, called Procision, and the next generation 

of automated transmissions for the heavy vehicles segment will be part of the scope of the joint- 

venture. In addition, Galvão, from Eaton, says the partnership will market and support the current 

generation of Eaton automated transmissions for heavy vehicles for OEM customers in North 

America and Brazil: “This product will position us very favorably in the market and should greatly 

increase our share within the automakers.”

Suppliers
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Vehicle manufacturer

The retraction of over 60% in sales of imported BMW group models during the first quarter 

of the year is a cause for concern. According to Helder Boavida, President and CEO in Brazil, 

the antidote for the current scenario of the premium segment, where it operates, is to balance the 

market share growth of the locally manufactured products in their sales.

However, he has an even greater short-term concern: the end of the Inovar-Auto incentives for 

imported vehicles – which could considerably impact the company’s strategy in Brazil.

“We have fulfilled all of the Inovar-Auto targets, but the strong tendency to end the IPI and the 

quota regime incentives will not provide the necessary 

predictability to project our business in the long run.”

That is, the company will lose competitive advantage for 

producing here.

Boavida, who has been leading the company’s Brazilian 

operation since February 2016, believes there is a need for 

alternative rules starting in 2018 to protect investments 

from manufacturers who initiated their operations during 

the Inovar-Auto phase. He mentions South Africa As an 

example, which also went through a phase of adjustments. 

The country provided the conditions for newcomers to 

amortize their investments:

“South Africa faced the same challenges that Brazil is 

having now. They kept incentives to enable greater 

predictability. Working with a five-year horizon is too short 

for the automotive industry.”

Inovar-Auto Jo’burg-style
Leandro Alves | leandroalves@autodata.com.br

bm
w

Helder Boavida

mailto:leandroalves@autodata.com.br


#IAmMovedBy

Experiences
There’s something that 
awakens your emotions. 
And whenever you may 
need, Marcopolo will be 

there to keep that moving.

More than people,
we move feelings.

Social Networking:

/OnibusMarcopolo

7

4.10 to 4.15.2017

Anfavea, the Brazilian association of automotive vehicle manufacturers, 

is working with the government to find an alternative to protect the 

low-volume manufacturers. According to its president, Antônio Megale, 

one of the options is to extend the ex-tarifario regime for automotive 

components that do not have locally produced counterparts.

“A BMW engine, for example, is imported because the company is not 

going to produce it here. It’s unique. This drives the import tax down, 

around 2%. Perhaps this would reduce the impact as of the end of the 

taxation of 30 percentage points on imported vehicles.”

The main issue for BMW is the amortization of investments in the 

coming years to make up for the lost time from a slightly encouraging 

market. The factory demanded investments valued at US$ 264 million: 

“In 2016, we sold 12,000 units. This year, we may not be able to repeat 

this volume. If we do, it would be very good.”

In the first quarter, 1,419 BMW vehicles produced in Brazil were sold, 

24.4% above the same period in 2016.

Currently, the plant in Araquari, SC, is working on one production shift, 

with an idle capacity of around 50%, according to the president: “We 

closed an export contract of 2,000 units of the X1 to the NAFTA region. 

Without this deal, the idle capacity would have been higher.”

Vehicle manufacturer
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Brazilian engineers at ZF have worked a lot in the last few years. The team was the lead in 

the development of a new axle for tractors in the 160 HP to 240 HP range, the TSA23. Sílvio 

Furtado, ZF South America Sales Director, said the technology was exported to the company’s 

units in China and Germany.

“The equipment will be manufactured also in these countries, and will undergo adaptations for 

the local operations.”

According to him, the new axle should arrive in the market 

later this year and, better yet, there are already contracts 

with manufacturers of high-power tractors for its supply.

For this year the sales expectation, only with contracts 

already signed, is 3,000 axles: 

“We adapted our assembly line to receive the new product 

and we are working with suppliers on the development. 

This partnership is important for the success of the 

product.”

Paulo Vecchia, sales manager of the off-road vehicles 

division, said that the equipment is born with more than 

75% of local content - and this was only possible due to the 

programs that ZF maintains with suppliers: “In all projects, 

we start off with a local content ratio level of more than 

60%. This is especially true because it allows the tractor to 

be positioned for local (preferential) financing.”

Suppliers

ZF exports projects
Ana Paula Machado | anamachado@autodata.com.br
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Since 2014, the company has maintained a training program for its suppliers. Since then, about 

twenty partners have participated in the program, according to Furtado: “We invested a lot in the 

chain in order to maintain a strong base. We study which is the most suitable process for each 

supplier, and we work together. It’s no use to crush the partner to obtain lower costs because it will 

not have the financial capacity to meet the quality standards.”

Investment – Last year, ZF invested R$ 124 million invested in South America, and much of that 

money was spent in the development and preparation of the assembly line for the new axle:

“There is no specific value for the development of this product. We developed suppliers for 

multiple lines. A bigger volume makes the production process much better for our partners.”

Furtado added that resources accounted for 3.8% of the company’s total revenues in the region 

last year: in 2016, ZF revenues totaled R$ 3 billion in South America. The division of automobile 

and light commercial vehicles products, which includes TRW, was responsible for 69% of this 

value. The heavy vehicles division accounted for 24%, and the off-road equipment division, which 

includes agricultural machinery, accounted for 7% of the total.

According to ZF,  revenues in the region totaled R$ 2.3 billion in 2015. 

Suppliers


