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Introduction 
The purpose of the study is to produce all kinds of dialectics IKEA may face while expanding its business in Brazil. As a new brand in Brazil, different external factors might influence the business aim of the company and those have been evaluated in the study through PESTLE and Porter Five Forces analysis. There are immense opportunities and some hardships also to starting and running business production in Brazil. All the strengths and beneficial factors relating to corporate governance, business strategies, and cultural sensitivity which are going to be of utmost concern for IKEA while doing business in this country have been explained through the Hofstede model. The barriers that the organization needs to overcome to run their business successfully and to do so necessary applications of appropriate strategies have been discussed in the study. The study will provide all-in-one guidance to IKEA to establish its new chain of business in the Brazilian market. 

[bookmark: _Toc111814047]Country 
The Federative Republic of Brazil is the seventh most populous country in the world and it is one of the prime developing countries as well. Brazil's population was more than 212 million in 2021 and Sao Paulo is the largest city in Brazil and its economic capital too. The economy of Brazil is growing quite fast and it is a welcoming market for any multinational business organization. Forbes has declared Brazil to be the 7th largest billionaire in the world in 2020. The country is also a member of several economic organizations like WTO, OECD, G20, etc. The country has also achieved a 2.2% growth in GDP in 2022. Agriculture, Mining, Industry, Tourism, and Energy are the main pillars of Brazil's economy. Hard-working laborers and increasing demand in the market can be solid reasons for business organizations to experiment with the Brazilian market as a strategy of expansion (Worldbank, 2021). 



[bookmark: _Toc111814048]PESTLE 
PESTLE analysis helps to understand the external phenomenon of any business potentiality which might affect the macro environment of the business and provide certain opportunities and threats as well to the business in the way of its establishment. In PESTLE, P stands for Political, E stands for Economic, S stands for Social, T stands for Technology, L stands for Legal and E stands for Environmental factors.

Political Factors: Brazil is one of the largest democracies in the world and the most powerful nation in South America. Any business organization which is willing to spread its legs in Latin or South America must have a good hold in Brazil as the political environment in this continent is majorly regulated by Brazil. Brazil is also a potential member of many world-class organizations like IMF, World Bank, UN, WTO BRICS, etc, and shares a good bond with the USA as well. The political importance of Brazil can provide an influential boost to IKEA to expand well in South and North America. But as the country has multiple layered governments and the federal structure of the government provide legislative power to center, state, and city level authorities also, it is essential for the organization to maintain a good bond with every governmental power irrespective of their party and that sometimes can initiate a misunderstanding on the political relation of IKEA with Brazilian political representatives (Tmf-group, 2021). 
Economic Factors: Brazil holds 8th place in the largest economy in the world based on nominal GDP. Though the country went into an economic downfall in 2015 and 2016 when the growth rate went down by -3.8% and -3.6% respectively. But from 2017, the economy of Brazil is reversing and it is expected that in 2022, the GDP will increase by 2.6%. Besides that Brazil is in the 4th position on the FDI list which is one of the great opportunities for any overseas companies to make their land in Brazil. The rising economic growth of Brazil will help IKEA to make a profit by doing business in this country (AGARWAL, 2015). 
Social Factors: Brazil is a highly populous country which definable is a good prospect to create a strong customer base and a scope also on achieving market demand. In the last few years, the economic development of Brazil will also initiate people to get interested in IKEA products. But 10% of the total population in Brazil is still in poverty and there is a wide gap between the financial capacity of the rich and poor. A large number of children in Brazil are deprived of good education and health services. Basic necessity is more in demand rather than luxury items. Therefore, creating demand in the market will be a tough job for IKEA (Globaldata, 2022).
Technological Factors: Technology is one of the greatest keys for any developing country to initiate their progress and Brazil is no exception in this category. In recent years Brazil has made remarkable progress in web development and social media has is in immense popularity. 50% of the population is related to digital platforms by their occupation. IKEA's innovative appliances will be a major attraction in the market and people will accept this new segment as the country is heading toward the tech world (Rahman and David, 2019).
Legal Factors: As a Swedish company, the legal atmosphere of Brazil will be new to IKEA but they must master it to avoid legal calamities. Brazil has scored 77 among 139 countries in the "Rule of Law Index 2021". Brazil has a complicated legal and procedural structure for filing taxes and it is in 184th position according to the World Bank in "Doing Businesses 2020" case of paying taxes. In 2020, Brazil has also enacted the General Data Protection Law for the first time which is the first comprehensive GDP law in Latin America. The legal system of Brazil might not be very specific and strict as that of developed countries but the procedural complications need to be understood well (Globaldata, 2022). 
Environmental Factors: Brazil occupies vast land for nature and 59% of the country is covered with forest. $2 million has been invested by PPG Industries to expand the coating of power in Brazil and the project is going to provide 40% of its total sales in the sustainable plan of the business by 2025. It proves that Brazil is a country that has immense concern for its natural habitat and they invest a lot to protect that. To run a successful business in Brazil, IKEA must have an effective sustainable policy and need to execute it with all possibilities to earn the support and love of the government and common people (Rahman and David, 2019). 
[bookmark: _Toc111814049]Porter Five Forces 
Application of Porter's Five Forces will help IKEA the nature and environment of the market in Brazil before starting their business. The company will make a concrete strategy by judging these forces. 
Bargaining Power of Suppliers: The suppliers of IKEA have a low power of bargaining as they are high in numbers and the company can easily switch their preference to another if they get a better deal. To have a good hold on the suppliers and to dominate the supply chain IKEA has made a code of conduct which is known as IWAY which was launched in 2000 and all the suppliers of IKEA communicate through IWAYs not only to the organization but with the sub suppliers as well and that is why all the activities of the business are in the eye of the business (Ikea, 2022).
Bargaining Power of Buyers: IKEA has good power to bargain with its buyers as the company is one of the leading brands in its industry and has an excellent market reputation. The customers of the 21st century are very conscious of the status of the brand and they only buy those things which have good market rankings and positive feedback. Besides that, the company invests a lot in its branding and promotion which also helps it maintain its position in the business. With such excellent quality, IKEA can achieve good prices from the customers and the consumers also agree with the pricing of IKEA because of their brand value and innovative design. So it is expected from the consumers of BRazil that they will also willingly pay IKEA to receive its best service (Pratap, 2017). 
Substitute Products: The brand value of IKEA has made its threats from substitute products moderate. It is a world-known brand and the customers of Brazil will choose IKEA more than substitute products on the market. But the local brand of Brazil might have a good hold in the market but it will be hard to compete with the reputation, quality, and finishing of IKEA (Research-Methodology, 2019).
Threat from New Entrants: IKEA is an established brand and that is why it has no reason to be afraid of new entrants in the market. Though the new companies might provide good products at a lesser price to make a place in the market and to increase their customer demands, it will be quite hard to reach IKEA, and an amount of time will be required to set up an establishment like IKEA. Besides that, as IKEA is an old and traditional company, it has strong customer relations which will not be easy for newcomers to interfere. Besides, IKEA itself will be a new brand in the market of Brazil and therefore, it will be a threat to the traditional brand of Brazil (Research-Methodology, 2019).
Competitive Rivalry: Despite being the top furniture brand in the world IKEA has many strong rivalries in the business. Ashley HomeStore, Restoration Hardware, and Kartell are some of the major furniture brands in the world with whom IKEA has tough competition. On the other hand, there are many established furniture brands in Brazil already like MOBILE, Barauna Brasil, etc. with whom IKEA also needs to compete to make its place in the business. The company needs to transfer the focus of the consumers from the local to the international brand also (Zoominfo, 2022). 

[bookmark: _Toc111814050]Opportunities and Challenges Corporate Governance, Business Strategies, Cultural Sensitivity - Hofstede 
Geert Hofstede has developed a cultural dimensional theory by which the cultural differences between two or more countries can be identified and that research helps business organizations to form accurate strategies to conduct their business effectively and to create better connections among the company, and employees and consumers. A company that will understand the core sense of the business culture of a particular country, can receive more success in the field of business. Six categories state the differences between Sweden, which is the base country of IKEA, and Brazil where the company is going to set up a new chain. Those are:
Power Distance: Sweden is a country that believes in equality and a flat structure of the business. Sweden has a high rate of literacy and most of the people have a good understanding of their duties. Therefore, the business of IKEA does not need to maintain any dictatorship over its employees. But the scenario in Brazil is quite different and the country does not believe in equality and reposts the hierarchical style of business where they just need to follow the orders of their higher authority. Therefore, IKEA needs to apply a Hierarchical organizational structure in their business chain in Brazil and they should make governance that will be order specific and where most of the duties will be directed to the employees and they will not provide many challenges in working space. This approach might be prerogative but at the very beginning any circumstantial changes will be hard to accept for the people of Brazil (Hofstede Insights, 2022)
Individualism: Sweden has a high score in individualism which means the country focuses on its achievements. The employees in IKEA Sweden are ambitious and always look forward to their achievements. But Brazil is more of collective development and the people like to enjoy the facilities which will upgrade the positioning of groups. IKEA must approach a business structure that will initiate the workers to perform as a team and will not provoke them with individual opportunities but guide them to achieve collective development. The potentiality of joint labor must be utilized by IKEA (Corporate Finance Institute, 2022).
Masculinity: Sweden has a low score in masculinity which proves that the country is not at all gender biased and both men and women get equal opportunities in business. But Brazil has high masculinity which reflects the patriarchal aspect of the society. IKEA should prompt a business policy that will help the women in Brazil to get involved in business and should maintain such governance that will be liberal for female workers and provide the female employees to enhance their potentiality (Mindtools, 2022). 
Uncertainty Avoidance: As Brazil has a high score in uncertainty avoidance, IKEA must have a strong legal and documentation proclamation to avoid unpleasant circumstances. As the country is quite a poverty, the people often behave recklessly and feel insecure about their future perspective. This cultural sensitivity must be eradicated by IKEA and they should provide effective business strategies that will boost confidence to its employees that this venture will go long and their jobs and career is quite safe with the company. The corporate governance of IKEA must provide a secure plan to the workers and must provide pensions and insurance which will provide financial assistance to them after retirement (Jaime, 2018).
Long-term Orientation: Brazil has a moderate culture in this category and the country does think about both the near and far future. To establish a better connection with the employees and consumers, IKEA must provide both initial and future benefits. The services of IKEA must have future coverage and the guarantee that if any loops come across the product, the company will take care of that. These benefits impress the consumers of the developing countries a lot and the workers must be provided with bonuses and incentives which will encourage them in productive performances (Torres and Nascimento, 2022).
Indulgence: In this category also BRazil has a moderate score which proves that the people of the country do not indulge their impulses all the time. It also can be said that the stressful economic condition does not allow people to acquire luxury always and therefore, IKEA must have a business strategy that will not be an obstacle for the consumer to receive any product of IKEA. The company should set its pricing carefully by considering the financial positioning and economic capabilities of the consumers (La Falce et al. 2020). 
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Figure: 1
(Source: Created by Learner)
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Brazil is a developing nation and IKEA is a brand of the developed country which might create difficulty for IKEA to construct its marketing approach. Cultural dimensions in Brazil are quite different and the consumer's concern also varies from the first world nation. As a country with a weak economy and immense poverty, Brazil has a large world of corruption which will be a great challenge for IKEA to continue its business in peace. The tax policies of Brazil are quite complicated and the country is not very advanced from a technical perspective. As a brand in a developed country, IKEA is very tech - savvy which might create some difficulties for the consumers to execute transactions with IKEA, and that leads to poor communication with the customers (Tmf-group, 2018). 


[bookmark: _Toc111814052]Recommendations

IKEA needs to understand the business culture of Brazil in a more well-defined manner and should apply strategies that will work better in such a business environment. The company should utilize the labor force of Brazil as poverty is one of the concerns of this nation and employment will create a good sustainable approach on behalf of the business. The pricing of the product and the service charges must be set within a limit that will be affordable for the consumers and the marketing strategies must be based on social media mostly as the country is initiating technology in their system and welcoming digitalization in its habit (Today Translations, 2022).
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The study has presented the business dynamics IKEA may face to start its new chain in Brazil. The possible threats and opportunities both from internal and external perspectives while conducting business in Brazil have been elaborated in the study. The cultural differences are a great concern for IKEA to run their organization in Brazil. The different prospects of culture which IKEA needs to adjust to and adapt according to strategies to establish their venture in there have also been discussed in the study. A tough market study has also been presented in the study which will help IDEA to adopt proper marketing plans and construct an effective organizational structure. 
[bookmark: _v3i2hlpb2hbo]
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INTRODUCTION

Issues of doing business in Brazil have been discussed in the study.

Opportunities of doing business in Brazil have also been explained.

Ways to combat challenges of the business for IKEA have been suggested also. 







The purpose of the study is to understand the business environment. The study evaluated the key opportunity and the challenges which are present in Brazil, like developing countries, and there I have to set up my factory for the furniture business based on Ikea products. The study focuses on the key issues which are uncovered during the business and there also illustrate the opportunity and challenges which help to manage the challenges. The assessment focuses on Utilizing opportunities that can provide a business opportunity for Ikea in Brazil. The assessment also focuses on the combat challenges which are facing the new business in Brazil.
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ISSUES

Complex Tax System 

The Taxation system in Brazil is very complicated as the VAT is paid to Different layers of the government (Partners, 2022).

Bureaucracy

Report of the World Bank states that the country has several issues relating bureaucracy and the laws relating to international business of Brazil is not well organized (Colibri Content, 2022). 







Brazil has a complex tax system because they have four types of value-added tax based on state, federal and municipal. There are five tax systems for the service and goods consumption and production aspects. This tax system needs to reform which provides benefits to the business sector of Brazil. This complex tax system impacts the payroll of the employees (Partners, 2022). 

Regulation and law of Brazil became the biggest issue for a new business start-up because it provides several risks for the foreign companies when they try to do business within the country. According to the report of the World Bank, there are several bureaucracy issues that Brazil is facing such as paying taxes and registering property and construction permits which are negative for the new business start-up (Colibri Content, 2022). 
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ISSUES

Technology

As a developing country Brazil is not very sound in technology and many works are still done manually over their. Besides that as the country is suffering unemployment crisis, that might get raised by the havoc use of technology (Knowledge at Wharton, 2022). 

Low Saving Rates

The economic condition of Brazil is involving but has not reached at a good state yet. Therefore, the interest rate in quite low in the country (Tmf-group, 2022).







Brazil faces a lack of technological issues for the developmental aspects because it can hinder the development of new business. Technological development provides opportunities that help to give new economic advancement and also improvise facilities for the service coverages (Knowledge at Wharton, 2022). 

Brazil has the disadvantage of the low saving rates. Brazil has political and fiscal advantages compared to the other BRIC countries. The country also faces a mortgage amount of up to 12% against Brazil (Tmf-group, 2022).
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Local Labour Force

As brazil as a high unemployment rate, any international business which want create a solid establishment in the country must involve the local labourers. Otherwise, the business will not be appreciated by the citizen and the government both (Luxurysociety, 2022). 







The labor force participation is 62 in 2017 and the unemployment rate is 12%. There the cost of the labor is falling when the wages are roses quarter. The Labour force market is important for business development because the business seeks expert advice before employing new labor in Brazil. Brazil is facing a worker deficit and their skill level will reach 15.8 million within 2030 several initiatives help to fill the skills gap. It also helps to boost the potential growth of the country. Brazil has an attractive market for the size and potential growth that new business startups can face challenges (Luxurysociety, 2022). 
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OPPORTUNITIES

Utilizing Population

As the country is very high n population, the number of demand of product will also be very high. Besides that the the population can be utilized in the business and the production of the business also by providing job facilities to the locals (Brazil, 2020).

Trade Access

As the country share a good international relation with United States of America and other Latin countries, it will be easier to IKEA to print their foot on those countries by the root of Brazil (Brazil, 2020).







Utilizing Population: A huge population is a great strength for brazil. Any business organization which is interested to start a business in Brazil and is going to open a new chain of production needs a large workforce. As Brazil is quite in poverty and unemployment is also measurable. Therefore, if IKEA business organization provides job facilities to the people, it will be very much welcomed by the Brazilian government as well. The business organization will also be able to get dedicated labor cheaply as the bargain control will remain in the hand of the company. The large population is also an opportunity for a high number of consumers which will increase the sale, profit, and growth of IKEA (Brazil, 2020). 

Trade Access: Brazil is the largest and the most populous country in South America. Besides that, it is the largest economy in South and Latin America. If IKEA will be able to start its production chain in Brazil, then it will be easy for the company to expand in other countries of South America. Brazil is the gateway for business ventures in Latin America and it also shares a good relationship with North American countries and which will help IKEA to spread more in the American continent (Brazil, 2020). 

Increasing economy: After 2017, the economy of Brazil is reversing and the GDP growth is also quite impressive. The estimated GDP growth in Brazil is 2.6% in 2022. This is a high time for foreign investors to initiate their business in Brazil and the country is also in a welcoming state for international businesses (Heritage, 2022). 
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Increasing economy

Economy of Brazil is evolving which can provide profitable opportunities and deals with the government to IKEA and the business will flourished over the time (Heritage, 2022). 







Increasing economy: After 2017, the economy of Brazil is reversing and the GDP growth is also quite impressive. The estimated GDP growth in Brazil is 2.6% in 2022. This is a high time for foreign investors to initiate their business in Brazil and the country is also in a welcoming state for international businesses (Heritage, 2022). 
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Understanding of the legal system of Brazil

As before said Brazil has a complication legal and legislative system and that is why IKEA must have a through research about the corporate laws and international business provision of the country (Establishbrazil, 2019).

Utilizing the Workforce

The unemployment can ba good reason to deal the business in Brazil. If IKEA will provide jobs to the country, business twill be easier to conduct (Samba Digital, 2020). 







Understanding of the legal system of Brazil: The legal provisions relating to tax payments in Brazil is a complex issue. IKEA needs to have a clear understanding of the legal system of Brazil they must maintain all their policies, documentation, and regulations abiding by the legal principles of Brazil. The company's legal team must have a good command of foreign relations and laws relating to international business (Establishbrazil, 2019). 

Utilizing the Workforce: As Brazil has a high rate of unemployment, the company can have a sustainable approach toward the country regarding its economy and can make the financial positioning of the people of the country more stable. That will enhance the CSR plan of IKEA and the business will also be able to earn the political support of Brazil (Samba Digital, 2020). 

8



image2.png

Y
a,~ 3 ‘i‘
‘ “\‘ -






image1.png









COMBAT CHALLENGES






image13.emf
COMBAT CHALLENGES

❖

Technological Advancement

The country has not deep knowledge about technology and

over use of technology can also create unemployment in

the business. But if proper training will be provided,

technology will be a bless for the country is it will create

many job opportunities (Samba Digital, 2020).


Microsoft_PowerPoint_Slide8.sldx
COMBAT CHALLENGES

Technological Advancement

The country has not deep knowledge about technology and over use of technology can also create unemployment in the business. But if proper training will be provided, technology will be a bless for the country is it will create many job opportunities (Samba Digital, 2020). 







Technological Advancement: As a business organization in a developed country, technology is a key factor for IKEA to lead its business. But Brazil is not very tech-oriented. But IKEA can help the country to achieve technical advancements and assist it towards digitalization. The company can provide technical training to their employees and develop their skills regarding software. That will enhance their professional abilities and will create a  competent workforce. This competent workforce on the other hand will support the productivity and growth of IKEA (Samba Digital, 2020). 
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CONCLUSION

The study has made an understanding on the market of Brazil

The possibilities of gaining profits in the market of Brazil can be estimated through the study.

Probable difficulties which IKEA might face while doing business over ther have been discussed as well. 









The study concluded that the Brazilian market can be a new business area for Ikea in the furniture business. Ikea is required to create a market survey for the direction of the new furniture industry within Brazil which helps to achieve business goals for the new business. The study illustrates different issues for doing business in Brazil such as. The study also focuses on Utilizing opportunities that can provide a business opportunity for Ikea in Brazil. The assessment also focuses on the combat challenges which are facing the new business in Brazil.
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