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[bookmark: _Toc112023284]Introduction:
Globalization has made international business popular for all the big companies around the world. Trading across national borders is at the heart of international commerce. Goods and services are traded between countries around the world (Courses.lumenlearning.com, 2022). Nations engage in international trade by exchanging monetary value for one another's goods, services, people, and intellectual and contractual property. Those conditions under which multinational corporations conduct their operations are referred to as the "International Business Environment" (IBE). It is important to a nation's progress and prosperity. Due to differences between nations, a company's ability to operate successfully in the international business environment is crucial (Warnock Davies, 2016). 
In this report, a company established in the UK company named GSK (GlaxoSmithKline) decides to relocate production to a developing nation named Brazil. The manufacturing and trade between the two countries are impacted by various conditions. PESTEL, Value network, Porter's diamond, Hofstede, and Porter's five forces model are all used to examine the country's business environment and organizational strategy. Assess the cultural, organizational, and managerial risks and possibilities. In the final section of the report, suggestions are made to aid the UK firm operating in the third-world country.
[bookmark: _Toc112023285]A brief overview of the developing country: Brazil: 
Brazil, the world's fifth-largest country, covers half of South America and is still a developing nation. Its capital is located far inland, away from the ocean, and an increasing number of its citizens are making moving interior to the countryside. Brazil's most recognizable landscape is its Amazon lowlands (Martins, 2019). The economy is the largest in Latin America and the ninth largest in the world. With the fifth largest population and fastest-growing middle class, it is a major economic power. Brazil's economic growth and investor confidence had been impeded by strict credit restrictions, a huge bureaucracy, political upheaval, and serious corruption scandals over the preceding decade, but the newly elected government was positive. The country is ranked 124th in ease of doing business. The per capita income of this country is 14550 PPP Dollars (World Bank, 2021). There will be less government meddling in local markets and fewer obstacles to doing business in Brazil. The largest potential in the worldwide market is created by natural resources and the government's positive participation in international business, which attracts the most renowned firm.
[bookmark: _Toc112023286]Application of the theories of Business Environment:
[bookmark: _Toc112023287]PESTEL analysis:
Businesses frequently utilize a PESTEL analysis to assess the context in which they operate. Major corporations and management teams employ the model during strategic planning and organizational risk management processes. Below the analysis of the PESTEL is presented in the following table:
	Elements
	Description

	Political
	The constitution of Brazil establishes the three branches of government—the executive, the judiciary, and the legislature—with equal authority. State and local governments have their systems of administration, but the federal government has the ultimate say. Brazil's low rating (111th out of 180 nations) in the 2021 Press Freedom Index is indicative of the country's limited protection of free expression (globaldata.com, 2022). The Brazilian government's response to the COVID-19 epidemic has been roundly criticized by the press. As an additional complication, Brazil has presented a major test for the administration. 

	Economic
	The agricultural sector has a significant role in the Brazilian economy. Brazil is projected to have the world's largest livestock production by the OECD-FAO 2021- 2030 Agricultural Outlook report. Through its renovation initiative, Brazil has made domestic sugarcane production a top priority. It is anticipated that Brazil's increased sugarcane output will strengthen the country's standing in the global ethanol markets. Brazil is notorious for its high business costs due to its inefficient and poorly organized taxation and revenue collection systems. There have been no major changes to broaden the tax base. Brazil scored 124th on the 2020 Doing Business list, which compares economies based on how easily they allow their domestic businesses to operate within the framework of government restrictions (tmf-group.com, 2021).
The OECD found that in 2021, private consumption and investment both rose, while a surplus in the current account was caused by higher exports as a result of high commodity prices. On the other hand, the high inflation rate remains a cause for concern. Additionally, Brazil's infrastructure ministry planned to invest over $40 million by the end of 2022 to improve the country's roads, rails, and airfields (International Trade Administration, 2021). This plan was announced in May of 2021. The government anticipates that the investment would reduce the country's mounting debt and rising unemployment rate.

	Social
	Employment in Brazil has been on the rise in recent years. 65% of Brazil's overall population was of working age. This equates to a total working-age population of around 113 million (World meter, 2019). The number of people of working age grew by more than 148 million in 2021. The middle class in Brazil is expanding at a faster rate than in most other Latin American countries. Due to this, inequality fell at first. However, the advances made by the middle class and lower classes were significantly outpaced by the enormous increase in the wealth of the wealthiest. Because of this, in 2019, the Gini Index reached well above 53. High rates of unemployment and severe hunger have also been attributed to the COVID-19 epidemic. Many low-income people have lost their jobs in the informal economy (tradingeconomics.com, 2022). 

	Technological
	The Brazilian technical ecosystem outperforms that of its regional peers. Despite the government's commitment to increasing research and development (R&D) spending, it accounts for less than one per cent of GDP yearly. In 2020, R&D spending surpassed 1% of GDP (OECD, 2020). However, the country faces a dearth of qualified researchers. That's why it's so important for the government to promote cooperation and information sharing between domestic and international research institutions. Several key metrics, like patent applications and research and development investment, show that Brazil is still falling behind other developed countries, despite its rapid economic growth over the past decade. When compared to China, Russia, India, and South Africa, Brazil ranked fifth in the number of patents granted in 2020 by the USPTO, with 547. 

	Environmental
	A sizable portion of the country is covered by the Amazon Basin. PPG Industries spent approximately $2,000,000 expanding power paints at its Brazilian facility in December 2021. Starting in the third quarter of 2022, the project aims to increase sales of sustainable products to more than 40% by 2025 (theglobeandmail.com, 2022).

	Legal
	Brazil ranked 77th globally out of 139 countries on the World Justice Project's Rule of Law Index 2021, which analyzes how the rule of law is perceived in actual everyday settings across different countries (worldjusticeproject.org, 2022). Brazil needs to simplify its tax system since it produces too much ambiguity and unpredictability. The World Bank's report "Doing Business 2020" ranks Brazil's tax system as the 184th best in the world.


[bookmark: _Toc112023328]Table 1:PESTEL Analysis
Source: (Self-Made)
[bookmark: _Toc112023288]Hofstede’s cultural analysis:
Geert Hofstede's Cultural Dimensions Theory provides a framework for analyzing cross-national cultural variations and identifying regional disparities in business practices. So, the framework is used to identify and evaluate the myriad ways in which various national cultures affect the workplace. In 1980, Geert Hofstede, a Dutch management expert, developed his Cultural Dimensions Theory. The study's overarching objective was to identify the factors that account for cross-cultural differences (Hofstede, 2018). The following figure represents the score of each element of Hofstede’s:
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[bookmark: _Toc112023309]Figure 1: Hofstede’s Cultural Dimension
Source: (Hofstede Insights, 2017)
[bookmark: _Toc112023289]Power Distance:
In a society with a large "power distance," the less powerful members of institutions and organizations are resigned to the fact that they hold no sway over decisions that affect their lives (Hofstede and Pedersen, 2012). Brazil's score of 69 indicates that its society accepts inequality and views hierarchy as necessary. If certain people in society receive more perks than others, that's because of the unequal allocation of power.
[bookmark: _Toc112023290]Individualism: 
The degree of dependence that individuals of a society have on one another is the key issue that this metric seeks to solve. It has to do with whether or not "I" or "We" forms the basis of one's sense of identity (Hofstede, 2018). The high score of 38 for Brazil indicates that its citizens enjoy lifelong membership in tightly knit communities that protect in exchange for loyalty.
[bookmark: _Toc112023291]Masculinity: 
If a society is highly competitive, achievement-oriented, and winner-centric (Masculine), then it will be characterized by this trait. If a society scores low (Feminine) on this dimension, then consideration for others and quality of life are highly valued. The hallmark of a Feminine culture is an emphasis on a high standard of living, and individualism is not praised. The primary question is whether or whether the drive to excel (masculine) or the drive to enjoy one's work (feminine) is more important (Feminine). With a score of 49, Brazil falls squarely in the middle of the pack.
[bookmark: _Toc112023292]Uncertainty Avoidance: 
The degree to which a culture has developed beliefs and institutions in response to the perceived danger of uncertain or ambiguous situations is reflected in its score on Uncertainty Avoidance (Hofstede, 2018). Brazil has a very high UAI score (76) and so do most Latin American countries. Rule of law and other legal frameworks are necessary for these civilizations.
[bookmark: _Toc112023293]Long term Orientations: 
This factor illustrates how different cultures place differing amounts of importance on preserving their cultural heritage and adapting to the challenges of the present and future. A low-scoring normative society, for instance, holds fast to established customs and practices while viewing social progress with scepticism. Those with high-scoring cultures, on the other hand, are more pragmatic in their outlook, advocating for frugality and investments in contemporary education as means of future-proofing. Brazil lands in the middle of the pack on this metric with a score of 44.
[bookmark: _Toc112023294]Indulgence: 
One's level of self-control is a function of their upbringing and is measured along this dimension. In contrast to "Restraint," which denotes very tight regulation, "Indulgence" describes comparatively lax behaviour management. As a result, cultures can be classified as either Indulgent or Restricted. With a score of 59, Brazil is an Indulgent culture (Hofstede Insights, 2017). High-Index Indulgence communities tend to have members that are more open to acting on their spontaneous wishes when it comes to seeking pleasure in life.
[bookmark: _Toc112023295]Porter’s Diamond Analysis:
The Porter Diamond model breaks down what makes one national market or economy more competitive than another. It can be used to explain how a country gained an edge in the global market and how that edge can be maintained (Porter, 2011). Businesses can use the model to help form a strategy for entering and operating in various national markets, as well as for the investment decisions they make inside those markets.
[image: Porter's Diamond Model EXPLAINED with EXAMPLES | B2U]
[bookmark: _Toc112023310]Figure 2: Porter's Diamond Forces
Source: (Porter, 2011)
The endowment of a country's resources, or the number of resources accessible for output, is highlighted in Porter's diamond. Brazil has a competitive advantage due to its abundance of natural resources, but the country fails to take full advantage of this (Martins, 2019). While Brazil's workforce of almost 100 million people is large, the country's rigid employment policies are a major drawback. Productivity is hindered by their cumbersome hiring and firing policies, labour laws, and labour needs. When measured against the rest of the country, starting a business in Brazil is a difficult and inefficient process (globaldata.com, 2022). The matter, however, was addressed by the newly elected government. Their goals are to open Brazil up to global investment, lessen the government's role in the economy, and lower the number of bureaucratic roadblocks that prevent businesses from operating there.
[bookmark: _Toc112023296]Opportunities and Challenges Presented in Brazil:
Every company that attempts to expand into international markets faces unique challenges and opportunities. There are advantages and disadvantages in Brazil, as well. The following tables represent the Opportunities and Challenges Presented in Brazil:
	· There's a lot of room for growth and profit in Brazil's market as the market is big and the economic condition of this country is progressing day by day (globaldata.com, 2022). 
· When operating in a regulated market, businesses are better able to comply with the law and find solutions to issues that arise within the confines of the rules.
· Businesses can find openings in numerous different fields in Brazil, including agriculture, banking, oil, gas Etc. 
	· Some difficulties that new businesses in Brazil face include the country's high-interest rate on capital investments, its highly regulated labour market, and the fact that Brazilians may not understand or appreciate the values of their foreign partners (tmf-group.com, 2021).
· Threats to Brazilian businesses stem from the country's outsized political influence.


[bookmark: _Toc112023329]Table 2: Challenges and Opportunities in Brazil
Source: (Self-Made)
Corporate governance: Corporate governance of Brazil's listed corporations is governed by the Brazilian Corporation Law. Certain provisions for foreign investment are built into Brazil's corporate governance framework. A foreign company can set up a shop in Brazil as an LLC (Limited Liability Company) subsidiary, taking advantage of Brazil's favourable business climate and low operating costs. The following figure represents the structure of corporate governance in Brazil:
[image: ]
[bookmark: _Toc112023311]Figure 3: Corporate governance Structure of Brazil
Source: (de Carvalho, Netto and de Oliveira Sampaio, 2015)
Business Strategy: Due to environmental factors, business strategy in Brazil differs from that of other countries. A new tactic can help you overcome difficulties. The foreign corporation, for instance, should execute a contract with the labour force before recruiting anyone.
Cultural Sensitivity: As with every country, Brazil has its unique cultural challenges. Foreign companies should learn about the local culture to help reduce cultural misunderstandings. People in Brazil value personal connections in business just as much as professional ones. As a result, a person from outside of the country who wants to start a business there should familiarize themselves with the local customs.
[bookmark: _Toc112023297]Different barriers experienced by foreign Businesses:
The speedy expansion of the economy has outpaced the ability of the government to pass and enforce new laws and regulations. Foreign enterprises doing business in Brazil face significant dangers as a result of this. The 2020 annual report of the World Bank was recently made public. Ease of doing business, obtaining building permits, registering property, and paying taxes are only some of the topics covered in this research. Among all 190 countries, Brazil is now ranked 125th. This demonstrates the need for significant changes to be made to the laws and regulations to make them more appealing to foreign enterprises. Because of the abundance of government bodies with regulatory authority, bribery and corruption pose the greatest challenges to businesses operating in Brazil. Based on Transparency International's definition of corruption, the country scored 76 (Coleman, 2021). The Brazilian government plans to address the problem with programs like the Integrity Initiative. By disclosing how tax dollars are being used, the government hopes to gain citizens' trust. In a country where roughly 62% of adults are in the labour force, that number is shockingly close to 12%. Forbes reports that the job market is collapsing. As a result of high inflation, prices are unstable, and manufacturing jobs are being lost. In Brazil, unionization of the workforce is common. Learn the ins and outs of labour unions and their potential impact. Foreign businesses should take a close look at Brazil's labour legislation. A word of warning: there are a whopping 900 articles here, and they are not easy to find your way around. Insolvencies are expected to rise once more as financial conditions in the market tighten, posing a significant risk to Brazilian businesses. These, in turn, have repercussions for prevailing patterns of payment behaviour and how organizations hedge against risk. For 13 straight quarters, analysts have rated Brazil's overall country risk as a medium, although the country's improving political environment is likely to boost economic development. The M&A sector rose by 5% in 2015, providing potential for foreign investment across a wide range of industries, from information technology (IT) to pharmaceuticals to insurance to mining and energy, oil, and gas (MurciaI et al., 2018).
[bookmark: _Toc112023298]Recommendations:
· Every entity in Brazil has a responsibility to uphold Brazil's legal system. The first step in setting up a business in Brazil is learning the ropes of the local legal system and the laws that pertain to the industry. Therefore, GSK should be aware of the Pharmaceuticals law of Brazil. 
· A foreign employer of local workers should be familiar with applicable labour laws or risk paying out more in compensation packages. The country has stringent labour laws, meaning that many businesses are forced to pay higher wages to their employees.
· Foreign investors in Brazil should research the country's business climate and analyze the country's economic potential. For a complete understanding of the commercial landscape, a valuation is essential. Potential buyers and sellers can gauge the size of the Brazilian market through analysis.
[bookmark: _Toc112023299]Conclusion:
It is challenging for a corporation based in a developed country to establish a global presence and maintain operations in a developing country. Factors unique to the developing nation often pose challenges and roadblocks for companies. To succeed in emerging markets like Brazil, a company must first learn about the local business climate and analyze the various opportunities available to it. Brazil stands apart from other developing countries because its economy is expanding at a faster rate than that of other countries. Many companies, then, eye Brazil as a potential location for their operations due to the country's relatively inexpensive infrastructure and promising financial rewards.
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