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New opportunities coming from 
Mongolia 

By Saro Capozzoli, Founder of JESA Investment Ltd 

 

Two weeks ago I was in Mongolia in Ulaan Baatar 

to attend a World Bank’s conference titled "For 

Effective Sovereign Wealth Fund Management", a 

theme that looks very high-sounding and far from 

Italian interests but very important for countries 

like Mongolia, a country with a population of 

around 3 million people that has huge mineral 

reserves and requires billions of euro in invest-

ments (more than 100 billion over the next 20 

years). And these investments if not properly 

managed could seriously affect the Mongolian 

economy with significant impact sin terms of in-

flation and social stability.  

A Sovereign Wealth Fund, an institution that is still 

obscure to most of the people, is a useful in-

strument to stabilize the economy of a country, to 

create wealth for both the present and future 

generations citizens and to attract investments in 

infrastructure projects. 

During the conference, I realized that many ex-

perts in the industry push for different solutions 

bringing as examples successful models imple-

mented in other countries without taking the time 

to study and understand the peculiarities that 

characterize a country like Mongolia, simply as-

suming that what worked in a place should also 

work there. So an interesting and well organized 

conference like the one of the World Bank, despite 

the good intentions, could also generate contro-

versial results if the one of the takeaway is to solve 

Mongolian problems adopting (without any modi-

fication) the same models coming from countries 

such as Chile, Norway, Botswana, Emirates, Korea 

that are not only different from Mongolia but that 

also have different needs compared the Mongolian 

ones. 

But where is the news for us, Europeans and Ital-

ians, who usually look at these things distantly (I 

was practically the only Italian in an audience of 

more than 200 people from all over the world)? Well 

the news, or maybe it is better to call it a reminder, 

is that there are many opportunities to be seized in 

“border” countries like Mongolia.  

Jesa Investment has been working for 3 years with 

the Mongolian governments (the old one and the 

current one) to study the existing investment ve-

hicles in the country. This activity has allowed us to 

see things from a unique point of view getting a 

deep understanding of the many opportunities 

that Mongolia offers. Opportunities that we would 

like to bring to the attention of European and 

Italian companies. 

Currently there are plans for the industrial de-

velopment of Mongolia with a focus on the 

cashmere industry, on the meat processing in-

dustry and on the domestic leather industry that, 

at the moment, is still blocked to the wet and blue. 

So while our companies in Europe and in Italy are 

facing a strong crisis, in Mongolia there could be 

for them a new opportunity.  

Mongolia is the last of the Asian countries that is 

still not contaminated and where a company can 

build a strong business based on organic products 

that will have a great impact on markets like 

Japan and South Korea, without mentioning its 

neighbor China. 

This is a wake up call for everyone! We can no 

longer stand idly by but we need to actively look 

for new growth opportunities. The crisis will be 

long, and when it will be over (2016?) the world 

will be very different from how it looked in 2008. F 

After the crisis a new order will be created, and 

likely the new center of the economic world will be 

the Asian countries and not the western ones. 
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* * * ITALIAN VERSION * * * 

 

Due settimane fa sono stato in Mongolia a Ulaan 

Baatar per partecipare alla conferenza della Banca 

Mondiale il cui titolo era "For Effective Sovereign 

Wealth Fund Management", un tema che sembra 

essere altisonante e lontano dagli interessi europei 

e italiani, ma molto importante per nazioni come la 

Mongolia, un Paese con una popolazione di circa 3 

milioni di persone che ha enormi riserve minerarie 

e necessità di miliardi di euro in investimenti (oltre 

100 miliardi di euro nei prossimi 20 anni). Tali 

investimenti, se non adeguatamente gestiti, po-

trebbero seriamente influenzare l'economia 

mongola con un impatto in termini significativi su 

inflazione e stabilità sociale. 

Il fondo sovrano, un’istituzione ancora poco co-

nosciuta dalla maggior parte delle persone, è uno 

strumento utile per stabilizzare l'economia di un 

Paese, creare ricchezza sia per i cittadini attuali, 

sia per le future generazioni e, inoltre, per attrarre 

investimenti per progetti relativi a grandi opere e 

infrastrutture. 

Durante la conferenza, mi sono reso conto che 

molti esperti del settore spingevano per diverse 

soluzioni, portando come esempi modelli di suc-

cesso attuati in altri Paesi, senza preoccuparsi però 

di studiare e comprendere le peculiarità che ca-

ratterizzano la Mongolia, semplicemente partendo 

dal presupposto che ciò che ha funzionato in un 

luogo dovrebbe funzionare anche in qualche altro 

Paese. Quindi una conferenza interessante e ben 

organizzata come quella della Banca Mondiale, 

nonostante le buone intenzioni, potrebbe anche 

generare risultati controversi se l’interpretazione 

del messaggio fosse quello di risolvere i problemi 

della Mongolia adottando (senza alcuna modifica) le 

stesse soluzioni provenienti da paesi come Cile, 

Norvegia, Botswana, Emirati Arabi e Corea che non 

sono solo diversi, ma hanno anche esigenze diverse 

rispetto a quelle mongole. 

Ma dov’è la notizia per noi, per gli Europei e gli 

Italiani, che di solito guardano a queste cose da 

lontano (ero praticamente l'unico italiano in un 

pubblico di oltre 200 persone provenienti da tutto il 

mondo)? Ebbene, la notizia, o forse è meglio 

chiamarla un promemoria, è che ci sono molte 

opportunità da cogliere in un Paese di "frontiera" 

come la Mongolia. 

Jesa ha lavorato per 3 anni con i governi mongoli 

(quello passato e quello attuale) per studiare i 

meccanismi e i veicoli di investimento esistenti nel 

Paese. Quest’attività ci ha permesso di vedere le 

cose da un punto di vista unico ottenendo una 

profonda comprensione delle tante opportunità che 

la Mongolia offre. Opportunità che vorremmo por-

tare all'attenzione delle imprese europee e italiane. 

Attualmente ci sono piani per lo sviluppo indu-

striale della Mongolia, con un focus sul settore del 

cashmere, o sull'industria della lavorazione delle 

carni o nel settore della lavorazione delle pelli che, 

al momento in Mongolia, è ancora bloccato al “wet 

and blue”. Così, mentre le nostre aziende in Eu-

ropa e in Italia, si trovano ad affrontare una forte 

crisi, in Mongolia ci potrebbero essere per loro 

nuove opportunità. 

La Mongolia è l'ultimo Paese in Asia non conta-

minato dove è possibile costruire una filiera bio-

logica di sicuro impatto su mercati come Giappone 

e Corea del Sud, senza parlare della vicina Cina.  

Si tratta di un messaggio di sveglia per tutti! Non 

si può più restare a guardare, ma abbiamo bi-

sogno di cercare attivamente nuove opportunità 

di crescita. La crisi sarà lunga, e quando sarà finita 

(2016?) il mondo sarà molto diverso da come 

appariva nel 2008, data che vedo come uno 

spartiacque entropico. Dopo la crisi, ci sarà un 

nuovo ordine, e probabilmente il nuovo centro del 

mondo economico saranno i Paesi asiatici e non 

quelli occidentali. 
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Investment opportunities in 
China dairy market 
The Chinese dairy industry seems to be to a new 

starting point. In 2011, the China dairy market 

value reached $20.8 bln1  (6.1% of the global 

market, $340.62 bln)2 registering a CAGR of 3.9% 

in the period between 2007 and 2011. After the 

break out of the “melamine event” in September 

2008, for which more than 294,000 children suf-

fered kidney and urinary problems3, Chinese dairy 

industry has for the most part recovered.  

In the last years Chinese government imple-

mented a series of critical actions to regulate the 

dairy industry for a healthier industry environ-

ment. 

Thanks to these actions and to foreign investments 

the performance of China dairy market is fore-

casted to accelerate, with a predicted CAGR of 

9.1% for the five-year period 2011-20154 (com-

paratively, the Japanese and Indian markets will 

grow with CAGRs of 1.5% and 7.7% respectively, 

over the same period).  

The quality of the dairy farming industry continu-

ously improves, with the acceleration of standard-

ized and scaled cultivation of dairy cows, the steady 

expansion of coverage rate of fine breeds, increase 

of per unit yield level, and effective protection of 

raw milk quality5. Furthermore with the aim to 

improve food safety and the technological level in 

dairy industry the government is encouraging a 

consolidation process and foreign investments, 

supporting large projects with international com-

petitiveness in North East China and Inner Mongo-

lia.  

Foreign-funded brands are mainly concentrated in 

the milk powder field, the main producers of dairy 

products in China are Chinese companies and 

Nestlé is the only international group present in the 

top 10, the Chinese government encourages en-

terprise to improve their sense of innovation and 

develop special dairy products and functional 

products suitable for different consumer demands, 

which is beneficial to solve problems such as the 

single variety and homogenization of products, 

providing consumer with more choices.  

High-quality dairy products including whey powder 

and cheese don’t belong to Chinese traditional 

cuisine and so for these products the market in 

China is still at an initial stage6. Continuing its 

robust growth in 2011, cheese is a star in China’s 

dairy market, with approximate 21% value 

growth in retail channels and almost 13% volume 

growth in the foodservice channel. 

The cheese market is still dominated by imported 

products and Chinese firms have just started to 

introduce cheese among their product lines. In 

2011, the China’s cheese imports totaled $ 139 

mln and the three largest exporters were New 

Zealand (41.81%), Australia (20.52%) and the 

U.S. (20.44%). These three countries accounted 

for 80% of the market shares. Italy represents 

only 3.45% of the market shares of imported 

cheeses in China7. 

 
Source: MARKETLINE 

 

 
Source: UN Comtrade 

 



  

YOUR PARTNER IN FAST GROWING COUNTRIES  

CHINA - HONG KONG – SAUDI ARABIA – MONGOLIA - CHILE 

JESA Investment & Management Co.  Ltd. ,  House 4 ,  Lane 112,  FenYang Rd. ,  200031 Shangha i ,  Ch ina  
Te l  +86 21 64331555,  64335666,  64338787,  Fax   +86 21 62880072 Emai l :  in fo@jesa.com.cn,  Webs i te:  www. jesa.com.cn 

5 

Most of the cheese distributed in China is “process 

cheese”, (made from the mixing, melting and 

emulsifying of natural cheeses with addition of 

food additives and oils) while “Natural cheese” 

(obtained by fermentation of milk and curd, butter 

or cream with lactic acid and pressure) has still a  

marginal role even if it’s a segment that is growing 

consistently in the food service channel. Few na-

tional products are able to compete on natural 

cheese due to the complexity of managing both the 

distribution process and the cold chain. The de-

mand for cheese in China is driven fundamentally 

by two factors: 

• Lifestyles are moving toward European 

standards of consumption; 

• Consumers are more and more looking for 

sophisticated dairy products8. 

Even if cheese consumptions registered in these 

years a significative growth, Chinese consumers’ 

knowledge regarding cheese’s benefits remains 

low and many consumers still have difficulty ac-

cepting the taste and smell of cheese. Adver-

tisements, Internet and other Promotions are by 

the way helping to increase the level of awareness. 

In China, Cheese is widely marketed as a health 

conscious product to high-income consumers. At 

the hotel and restaurants level, demand is growing 

quickly: Chinese consumers’ appreciation of pizza 

and the success of many pizza restaurants chains 

have also contributed to the consumption of 

cheese, mostly mozzarella, in pizza restaurant 

chains. It is estimated that there were over 6,000 

pizza restaurants in China by mid 2012. 

Even if the food service channel could be chal-

lenging due to the high entrance fees and the 

payment terms determined by hotels and restau-

rants, the high margins and the high growth rates 

make it one of the most attractive channels to 

target for cheese products in China. According to 

industry insiders, cheese consumption in HR sector 

is growing at a rate of around 30% while it is only 

about 10% in the retail sector. 

China’s cheese market will continue to grow rapidly 

in the next five years, and that growth will spread 

from first tier city market to second and third tier 

markets. Ongoing economic development will in-

crease Chinese consumers’ purchasing power, and 

make high-priced cheese products more acceptable 

for mass consumers9. So both the government and 

economic environment are favorable about the 

entry into dairy market for foreign investors that 

decide to produce directly in the Mainland China, 

and this could be the perfect moment for Italian 

companies specialized in dairies to start to evaluate 

a direct investment in China. 

 

 

 

Notes: 
1 Dairy in China, MarketLine Industry Profile, February 
2013 
2 Global Dairy, MarketLine Industry Profile, February 
2012 
3 Milk adulteration with melamine in China: crisis and 
response, Quality Assurance and Safety of Crops & 
Foods, March 2009 
4 Dairy in China, MarketLine Industry Profile, February 
2012 
5http://www.marketwire.com/press-release/the-fast-gr
owing-chinese-dairy-industry-will-bring-new-opportuni
ties-for-cmci-otcqb-cmci-1727895.htm 
6http://www.marketresearch.com/China-Research-and
-Intelligence-Co-Ltd-v3627/Research-China-Dairy-Prod
uct-7281021/ 
7 UN Comtrade 
8http://marketingtochina.com/the-cheese-market-in-c
hina/ 
9 China Food Manufacturing Annual Report, USDA For-

eign Agricultural Service, 4 February 2013 

 

China’s labor cost, no cheap  
anymore 
In China costs are soaring. Increases in land 

prices, environmental, safety regulations, taxes 

and especially wages. The cheap labor that in the 

past led many western companies to move their 

production in China is not so cheap anymore. 

Currently the main reason to enter in China is its 

domestic market and the huge business oppor-

tunities offered. The quality of the employees and 

the managers and the capability to retain talents 

are two of the key factors that enable companies 

to unlock these opportunities. For a foreign 



  

YOUR PARTNER IN FAST GROWING COUNTRIES  

CHINA - HONG KONG – SAUDI ARABIA – MONGOLIA - CHILE 

JESA Investment & Management Co.  Ltd. ,  House 4 ,  Lane 112,  FenYang Rd. ,  200031 Shangha i ,  Ch ina  
Te l  +86 21 64331555,  64335666,  64338787,  Fax   +86 21 62880072 Emai l :  in fo@jesa.com.cn,  Webs i te:  www. jesa.com.cn 

6 

company in China the management of human 

resources becomes even more important and it 

represents one of the most significant aspects that 

differentiate successful companies from the un-

successful ones. For these reasons it is important 

to manage carefully all the aspects related to 

human resources, taking also in to account the 

consequences of certain choices (about salaries 

and wages) on the capability of the company to 

attract and retain valuable people. 

To get an idea about the trends for the labor cost in 

China it can be useful to look at the new Em-

ployment Promotion Plan issued by the Chinese 

government and to the growth of the salaries level 

registered in the last years. According to the Em-

ployment Promotion Plan1 the minimum salary will 

increase with an annual rate of at least 13% until 

2015 and the goal seems coherent with what 

observed in the past: in the period from 2003 to 

2011 the salaries increase with a compound an-

nual growth rate of 14.7%. The sectors with the 

highest growth rates were financial intermediation 

(18,6%), mining (18,3%) and wholesale and retail 

trades 18%.  Also for manufacturing sectors the 

trends were similar and in 2011 the average salary 

in urban areas reached the level of RMB 36,665 

(EUR 4,600), almost tripled from the value of RMB 

12,700 (EUR 1,590) registered in 20032. 

The increase of the labor cost depends not only on 

the increase of the employees’ wages but also on 

the managers’ salaries that in the last years reg-

istered values comparable to European salary 

packages. For example in Beijing for a retail con-

sumer marketing manager the salary can range in 

between RMB 300,000 to 450,000 (EUR 37,500 – 

56,300) per year while in Shanghai for the same 

position a company will not be able to spend less 

than RMB 250 thousand (31,200 euro) per year. An 

overview on the China average manager salary is 

reported in the table below3.  

 

While he/she is looking at this table our reader 

should keep in mind that the salaries reported are 

averages that have been computed taking in ac-

count all China’s provinces. In first tier cities (Bei-

jing, Shanghai, Tianjin) for the same positions 

salaries can be two-three times higher and this is 

even more true when companies look for managers 

that speak English fluently. 

But what has caused this growth in China labour 

cost?  

Two of the main causes can be certainly indenti-

fied in: 

 The increased level of education and 

specialization of Chinese people; China 

has quintupled its number of tertiary 

graduates and doubled its number of 

tertiary institutions in the last 10 years4. 

 The increase of the cost of living, con-

sidering the Consumer Price Index in the 

period from 2006 to 2012 the average 

annual growth rate registered in China 

was 3,34% significantly higher than the 

ones registered in Europe (2,10%) and  

Italy (2,17%). Then if we look just at 

Shanghai (that, in 2010, had already a 

price level comparable to the one of Pra-

gue), and Beijing, last year, the cost of 

living increased in both cities with rates 

higher than 5,2%5. 

Even if It is becoming more and more expensive, 

China remains one of the most attractive 

countries in the world and, despite the 

competition coming from countries with a cheaper 

labour cost such as Vietnam, Bangladesh and 

Mexico, China is still able to attract a huge 

quantity of foreign investments thanks to:  
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 A strong political stability, this represent 

an incredible plus compared to a country 

like Mexico. 

 An highly developed infrastructure system 

and a supply chain system that, in most of 

the industries, has reasonable costs and 

it’s much more efficient than the ones in 

Vietnam and Bangladesh. 

 Its huge domestic market, China has the 

highest GDP’s growth rate in the world and 

it is the world’s fastest growing consumer 

spending country with a compound annual 

growth rate of 19% in the period from 

2003 to 2011.  

But as mentioned above to successfully unlock the 

business opportunities offered by the Chinese 

market one of the most critical factors is the 

management of human resources. Preparing 

budgets for employees’ wages and manager’s 

salary packages, which are in line with the current 

market conditions, is fundamental to hire and 

retain talented people and it represents a critical 

success factor that requires the assistance of 

specialized professional service firms. These 

consulting firms can support companies in all the 

issues related to human resources with dedicated 

services: head hunting, construction of a detailed 

HR budget. Failure in hiring the correct and the 

most appropriate managers and employees has 

often led to unsuccessful results and most of the 

time the key to succeed in Chinese market is not 

reinventing the way to do business but a proper 

selection of employees and managers that will 

follow the market. 

Notes: 
1 www.china-briefing.com 
2 www.stats.gov.cn 
3 www.xinchou114.com 
4 www.oecd.org 
5 www.stats.gov.cn 
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For inquires and suggestions regarding this 
newsletter or for any other concerns, please 
contact us anytime at:  
 
michele@jesa.com.cn 
 
And please visit our website:  
www.jesa.com.cn 
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ADDRESS IN SHANGHAI  

LANE 112 FENYANG ROAD – HOUSE 4 
200031 SHANGHAI -  CHINA 
 
Tel  +86 21 64331555   
Fax +86 21 62880072  
 
Offices also in: 
Saudi Arabia, Mongolia, Chile  
 
 

 

 

 

LEGAL NOTICE 
The content of this newsletter is composed 
and written by JESA, and thus it is not re-
producible and cannot be diffused indis-
criminately without JESA’s consent. The 
purpose of this newsletter is to keep our 
contacts informed about important changes 
occurring in China; any use of it that differs 
from the initial purpose must be authorized 
by JESA.   
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