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[bookmark: _Toc98680171]Executive summary.

This report aims to explore the challenges faced by businesses that want to expand their enterprise internationally. The report is conducted in three parts. The first part focuses on the calculation of tariffs and costs of tariffs. Also, it examines how tariffs has effected the whiskey industry and its export of whiskey and how the importing countries and their customers are effected in relation to the tariff on whiskey.
The second part conducts an international business environment analysis the main aim is to assess the impact on both countries after the tariff was imposed by America on the whiskey industry of UK and why the tariff was suspended. By analysing the data, the evidence shows that the political factors had a major influence on the imposing of tariffs by America on whiskey in 2019, it is clearly visible that this was imposed in reprisal against EU subsidies placed on aircraft maker Airbus. 
The third part scrutinises the cultural challenges faced by International businesses in different countries, this is accomplished by applying Hofstede cultural country comparison tool. The key motive is to recognise the complications that are faced by businesses that want to expand internationally so they can align the mission and vision of the company in accordance to that country.
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1. [bookmark: _Toc98680173] Part one:  Calculation of Tariff costs.	
If the price of a tonne of Whiskey before the 25% tariff was £10 and the consumers in USA bought 700,000 tonnes; with the introduction of tariff, consumption has fallen to 550,000 
tonnes.  Below is a diagram to explain how the calculate of the cost of tariff is worked out. 
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                                             Table 1: Tariff diagram (source author).
 
	                   
                    Calculation of the cost of tariff to consumer’s / consumers loss.

	Area of Rectangle                                                                Height	            2.5

	                                                                                               Base               550000	

	                                                                                               BXH                1375000 
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	                                                                                               Base               150000

	                                                                                               B x H	             375000

	                                                                                               divide by 2  =	 187500
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                              Table 2:  Calculation of the cost of tariff to consumer’s.
                                                               (source author).			
	
                               Calculation of the producer gain from the tariff.


	Area of Rectangle			                               Height            2.5	

	                                                                                          Base  (A)       300000

	                                                                                          BXH	      750000

	

	Area of Triangle (b - (S1- S2)                                          Height           2.5	
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	                                                                                          BxH	      50000   x   2.5

	                                                                                                                125, 000 divide by 2

	                                                                                                                62500	
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Producers Gain			                                                     812500
	


		    
                                Table 3:  Calculation of the producer gain from the tariff.	                        
                                                             (source author).





		
                                The tariff’s revenue to USA government (C)


	Area C	

	Base x Height	
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                               Table 4: The tariff’s revenue to USA government (C)
(Source Author).


[bookmark: _Toc98680174]2.  Overview of the whiskey Industry in UK. 
UK is the largest whiskey producers in the world, and has been for at least 100 years and the country that purchases the most whiskey in the world is USA. According to Harshman and Gundy (2018), in excess £4.7 billion whisky product was exported in 2018. Whisky subsidised 21% to the worth of all UK food and drink exports and 1.3% of the worth of all UK goods exported and 70% to the worth of all Scottish food and drink exports in 2018. For every £1 billion worth of products exported from the United Kingdom, £13 million is whisky. Instead of whisky, the UK's balance of trade deficit would be £145.7 billion, or 3.3% more than its existing level. The purchasing of whiskey made by American’s surpassed USD 60 billion in 2020 and is valued to raise at over 5.9% in between 2021 and 2027. This is due to the rise in spending capability and evolving customer taste (Harshman and Gundy 2018).

Advantages: The whiskey industry employees 42,000 workers throughout UK. This consist of 10,500 employees in Scotland, and 7,000 employees in rural societies.  Furthermore, a study conducted by healthy Americans (2019) suggests that increasing consumer awareness concerning their health benefits of whiskey such as its aptitude to reduce danger of heart diseases, dementia, diabetes to a certain degree, fight cancer, indorse weight loss, decrease stress levels and act as a digestive aid, if taken in limitation should further increase product demand (Power. et. al.  2020).
Disadvantages: heavy tax imposed on whiskey can be a challenging for the UK exporters and the American consumers, heavy consumption of whiskey can be the reason for high blood pressure, increase cholesterol level and heart disease. Whereas, low amounts of intake may affect the brain, studies indicate that alcohol can interrupt how memories are formed. Over a long period, this can cause the cognitive to decline (Zhang. et. al. 2020).

[bookmark: _Toc98680175]2.1.  Implications of Tariffs.
Tariff is a kind of tax imposed by a country on an imported product at its entry ports. Tariffs have generally been a strategy for governments to gather revenues and tariff is also a way for governments to try and safeguard domestic manufacturers (Irwin 2002). 

Advantages: Tariffs rise the price of imported products, so domestic producer’s goods can be sold at cheaper price in contrast. Tariffs benefit the countries that the product is imported into as they are the ones who set the policy and receives the revenue from the tariff. Tariffs can also serve as a starting point for negotiations amongst different nations. Tariffs help to protect jobs in first world countries like UK from cheaper labour costs in poorer countries, where workers also have worse safety and working conditions. In general, protectionism creates more jobs as local products demand increases and this enable’s employers to pay higher wages in UK (Yang and Chen 2021).
Disadvantages: Tariff decrease the suppliers profit as they are paying tariff charges to export their products. As a result, the price increases on import products so consumers choose to buy the relatively less expensive domestic goods instead and sales of import products drop, impacting in employees losing their jobs at retail and distribution centres. Various economists, claim that tariffs create market misrepresentations that can be harmful domestic customers over-time and lead to a tit-for-tat tariff among nations and create damaging trade war (Evans 2019). 

[bookmark: _Toc98680176]2.2.  Impact of Tariffs for the Whiskey industry.
America imposed tariff on the import of whiskey effected the UK’s whiskey industry. 12-months after the 25% tariff increase came into action, whisky manufacturers where sensing the impact of a squeeze within the market, as whiskey export demands were slowly decreasing, this also decreased productions, the impact was clearly visible. According to Gregg (2009), tariffs placed on Scotch single malts whiskey were the utmost high-profile case to affect United Kingdom. Scotch Whisky Association predicted that they contributed to a thirty percent decrease in total whisky exports to the United State, equivalent to about six hundred million pounds, this had its effect as employees where getting redundant and smaller enterprises where on the verge of considering if they should stop export of whisky to the US entirely (Anstruther and Stewart 2022).  “Verdict to place the tariff was not a well-targeted punishment to this trade considering this was cause because of the political fall-out, which had nothing to do with this vital UK exports and this continued to effect the domestic whiskey industry. 

According to Cavallo. et. al (2021), this did not only effect the UK whiskey industry as Tariffs on whiskey are purchased by the US enterprises that obtain the products, once they are imported from UK, the charge is often passed down the supply chain. The price of tariffs continues to increase, some traders are unable to endure the prices, this also impacts the consumer because it increases the price of the imported products from UK, as the importer have to pay tax in the form of tariffs on the products that they are importing, this increase of price is pass onto customers in the form of increased price charge. The reduction in whiskey export can be viewed in (see appendix 1).  

  
[bookmark: _Toc98680177]           2.3.  Recommendation.
· It is vital that the UK and Scottish governments work along-side each other to safeguard distillers so it can weather the storm. It is important that the government considers introducing range of support packages for the whiskey industry, this can be in the form of funds, grant for small whiskey enterprise or furlough scheme for employees in the whiskey industry.

· Another strategy can be to decrease the UK tax on whisky industry in the new budget. This will provide a vital lifeline while the government tackles the issue of trying to remove the tariffs.

· UK government should provide specifically clear details and guidance to the whiskey industry about the new free trade agreement that is agreed between India and UK regarding whiskey products.  India is one of the world’s fastest-evolving economie and the new deal will put UK’s enterprises at the front of the line to supply India’s evolving economic. UK government is also determined to slash duties of up to 150% on whisky distributions, surely the whisky industry is set to benefit from this deal and this will revive the whiskey industry (Larsén 2017).























[bookmark: _Toc98680178]3.  Part two:  International business environment analysis. 
International business environment is referred as the surrounding in which international enterprises is going to operate their businesses in (Hamilton and Webster 2018). 

PESTEL is an analytical tool which is applied to assess business environments. Three segments of PESTEL (Political, Economic, Social factor) will to be utilised to assess why in 2019 Donald trump levied a twenty-five percent tariff on whiskey and why the tariff was suspended in 2021 and its effects on UK and American business environments. 

Political:  After analysing all the data, it is assessable that it was a political decision taken by trump administration to introduce tariff on UK whiskey in 2019.  The tariff was imposed in reprisal against EU subsidies applied on aircraft maker Airbus. It was all about planes, instead of the tariffs which the E.U had imposed on Bourbon in 2018 (this, in turn was originally imposed because of U.S. tariffs on E.U. tariffs). the new round of issues is the consequences of the disagreement that initially started in 2004, when United States approached the World Trade Organization and complained in regards to the subsidies that E.U. was applying to Airbus for the improvement of its A380 and A350 planes. This case has been continuing ever since, and has now intensified following a WTO ruling, as world-wide trade wars amongst the Trump government and the entire globe reaches boiling-point (Beržiūnas 2019). 

Economical: Tariffs on Scotch single malts was the most high-profile issue to impact UK. The scotch whiskey association assessed that the tariff subsidised to a thirty percent drop in total whisky exports to the US. This is equal to around 600 million pounds ($850 million) in the eighteen months leading to March 2021. The UK economic will suffer as employees will lose their jobs and smaller exporters might even stop export to US (Fetzer and Schwarz 2019).  
In any case, Scotch whisky customers and enterprises in US felt the pinch as the tariffs raised the price of single malt Scotch whisky in American market, as the UK distributors charged more for their product to acquire the tariff costs. Therefore, this led to the fall of whisky exports to US, which harmed the US economy by reducing the economics benefits of competition and preventing economic growth (Andersson 2019). 
Social: Whiskey is a common drink in US. in majority of the wine bars, nightclubs, restaurants and social-club’s whiskey is enjoyed by the mass, also whiskey is cherished in special occasions like birthday parties, weddings, social gatherings. The tariff on whiskey has increased the price, this reduces the availability of whiskey for the consumers. According to Williams (2018), Tariffs, have been established to cause more social and economical disadvantages than advantages, tariff reduces accessibility of products, hence resulting in reduced income, lower employment, and less economic productions.
The tariff on whiskey industry had devastating impact on the social lives of the employees that where employed in the whiskey industry as the population of UK and US have virtually similar cultures, they like to drink and enjoy themselves, due to the tariff, there was less export orders resulting in employees working hours being reduced and some sites where closed down completely, unemployment was rising, people had less money to spend, people reduced outdoor activities, this effected the bars, pubs, restaurants, hotels and social clubs as they suffered due to the loss of trade (McCreath 2019). 

[bookmark: _Toc98680179]3.1.  Suspension of whiskey tariff in 2021. 
To revive the whiskey industry. According to Wittig (2021), in 2021 the UK and US government agreed to suspend the whiskey tariff for next five years, this strategy paid off as whiskey export started improving rapidly (see appendix 2). 

Political: In March 2021, the US government dropped tariffs on Scotch whisky, after the UK had dropped its own tariffs on US imports in January 2021. This again was another political decision by the US and UK governments.  According to Wittig 2021, the agreement came as US President Joe Biden’s administration attempts to solve trade tensions with Europe and UK to restore the relationships that was split under President Trump administration, Trumps trade policy included introducing tariffs. Mr. Biden and his government officials have expressed their view that they want to re-establish these relationships gradually, so that the U S and UK can move away from Trump-era trade conflicts. This strategy was utilised by Mr. Biden to strengthen his support for his more self-confident posture towards Russia and China. 

Economical: After the suspension of whiskey tariffs the UK whiskey industries economic has re-energized. According to Albornoz. et. al. (2021), whisky industry grew to £4.51bn throughout 2021, according to statistics up-dated today by the Scotch Whisky Association (SWA), the whiskey industry endures to recover from the effect of the Corona-virus pandemic and US tariffs. In spite of all this, the whiskey industry re-establishes its growth in 2021, the worth of Scotch Whisky exports has not recovered to pre tariff era, with exports remaining eight-percent lower than 2018.

After the pandemic and the suspension of the whiskey tariffs, it has allowed UK to revive their economic. The most promising economic benefits from a US-UK tariff suspension agreement include removal of duties on all agricultural and manufactured merchandises, automobiles; the liberalization of services trade, financial services and the freer movement of workforce amongst the two nations (Griswold 2018).

Social: Trump was more nationalistic. Whereas, Joe Biden came into power and addressed the American nation saying that we value everyone, by suspending whiskey tariffs US benefited in many ways such as decrease of price for whiskey imports, US consumers are better off, as they pay lower price for whiskey and this has been supportive in create a competitive pricing market for the whiskey retailers and indorsed social growth. 

The suspension of whiskey tariff has revived the UK whiskey industry and improved the export of whiskey to the US, which in return supported jobs across the UK. According to Harpaz (2021), it has also enhanced trade, where the public socialise like bars, pubs, restaurants, hotels, supermarkets, retailers, off-licences, specialist shops and whiskey retail monopolies where they exist.
 
[bookmark: _Toc98680180]3.2.  Recommendation 

· After the suspension of the tariffs, the UK governments must do everything they can to sustain the whiskey industry’s continual recovery and provide the whiskey industry with world-wide opportunities, the UK government should focus on the continuing UK-India trade talks, indorsing fairness in the United Kingdom’s duty system, so that the whiskey industry can capitalise on the Indian market. 

· The UK government should invest more resources to revive the whiskey industry as the tariffs have been suspended, this will assist the whiskey industry to be more sustainable for the future, as the whiskey industry works to reach net-zero by 2040.
 
· Now that the tariffs are suspended the government should set up a loan or grant system for small whiskey exporters, so that they are financially secure and are able to export larger order to recover some of the previous losses and regain stability within the market.









[bookmark: _Toc98680181]4.   Part three: Cultural Diversity. 
Culture has a vital role in the way international business is conducted. At present there are 195 countries’ in the world and there is vast difference in the culture of these countries, it’s significant to compare these diverse cultures, this will assist companies to understand a broader context of how culture will impact their business if they want to operate businesses internationally (Spencer and Franklin 2012). 

[bookmark: _Toc98680182]4.1.  Evaluating UK and US culture.
The business environmental culture of UK and US are similar. According to Sinclair (2005), both countries treat all employees equally, fairly, no gender discrimination, fair recruitment policies, both countries don’t have stereotype issues like child-bearing responsibilities in workplace, there is no gender pay gaps and both countries don’t belief in male dominating business environment. In UK and US employee satisfaction is considered as a key factor to the success of an organisation, so employees are protected by Employment Rights Act 1996.

Advantages: UK and US’s business environmental culture creates better understanding, smoother communication and stronger relationship amongst all the stakeholders be it the management or the employee within the organisation (Sinclair 2005).
Disadvantages: The business environmental culture of UK and US is individual employees like to work independently as they are risk takers and prefer to make their own choice and explore the business environment by themselves, being capable of learning from their own errors. This can be very costly as incorrect decision making can lead to effecting the company’s performance in a negative way (Sinclair 2005).

[bookmark: _Toc98680184]4.2.  China’s business environmental culture:
[bookmark: _Toc98431186][bookmark: _Toc98431600]In China the business culture consists of female employees getting payed way less than the male employees for doing the same job within the same company (pay gender gap).  Also, the businesses in China are male-dominated and this is viewed by entrepreneurs as a culture in China, in their opinion man are far superior then woman (male chauvinism) and due to this issues women are often neglected or given manual labour jobs within the business environment of China (Ambler. et. al 2016). 

Advantages: China’s business culture is established around the principles of employees and employers be honest to each other, the workforce are very punctual in maintaining their schedules. China has an enormous market for consumers, China is considered as one of the world’s largest digital economies and China is a much efficient country for international business, as costs are low such as, material costs, labour costs and minimum wages are way lower than the UK or US (Dasgupta. et. al. 2015). 
Disadvantages: In China the female population is 48.71 percent and there are a lot of qualified female employees who are not appreciated in their workplace, this is demotivating for the female employees, as it effects their work relationship, performance level and communication level with other employees and the management, as a result company’s suffer because of these complications (Dasgupta. et. al. 2015). 

[bookmark: _Toc98680185]5.  International business cultural challenges. 
China is one of the most evolving country in the world, there is vast opportunities for International businesses to explore the market of China (Ambler. et. al 2016). In comparison to UK and US the businesses market is already developed. By analysing the business cultural and challenges of these countries, an organisation that went to expand can assess the impact of cultural barrier such as language, religion, consumer preferences towards foreign food or services in these countries (Knight and Kim 2009). Hofstede’s theory is utilised below.
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Power Distance:  In China there is high emphasis in authorities, the owner of enterprises has the final say. In the Chinese culture they view the owner as the most experienced individual who should take all the decisions. In China the communication method is like one-way traffic between the employee and the owner (vertical downwards). There is a large communication gap existing amongst owners and their employees, it is hard for the employees to air their views or opinions, as a result unethical behaviour by owners goes undetected (Hofstede insight.com 2021).  
Responsibility is a skill that employees in this section are able to perform effortlessly as they are capable of understanding what is required from them within the workplace, they value the company that they work for and view the company’s objectives as their own (Efferin and Hopper 2007).
UK and US are similar, there is low emphasis in authorities in both countries, team members can take decisions and then inform the owner at a later stage to obtain their approval. The process is much easier for a company to strike a deal in UK and US (Hofstede insight.com 2021).   
Team-working is very popular in the UK and US’s business environment, as the culture of these countries enable employees to equally (freely) participate in team working activities and employees are encouraged to input their ideas and thought, this allows the task to be view from diverse perspective’s, so it can be solved effortlessly (Sinclair 2005).

Individualism: in UK and US individuals don’t like to be attached to their families, they like to live separately and make their own choices in life and in their workplace employees like to work freely (not micro managed) at their own pace, make their own business decisions and obtain consent (if necessary) from the owner afterwards (Hofstede insight.com 2021).

Communication is a skill that an individualism employee is good at in every level be it with colleagues or customers, they are able to connect instantly, as a result they create a stronger bond and better understanding within the workplace and also with their customers when they are interacting with them leaving a lasting impression (Mishra. et. al. 2019).

China is completely different, According to Mishra. et. al. (2019), China has an extremely collectivist culture, where people act in the interests of the group (family, relatives, friends etc.) and not necessarily for themselves. Family members gets preferential treatment. Also, work culture of China is different, where employees are micro managed, they are told what to do in their job and how to do it, they are not allowed to offer any advice of their own, all tasks cannot be performed without proper supervision (Hofstede insight.com 2021). 

Creativity is a skill that individuals in this sector lacks. According to Cangemi (2000), if employees are micro managed then they are not able to be creative (think outside the box), freely make their decision and learn from their mistakes, they are more dependent, their moral and self-confidence are lowered.

Long term orientation: In China culture influence business decisions, Chinese have a strong belief about creating a long lasting business relationship, their views are business should not be for short term benefits, business should be a lasting process (Hofstede insight.com 2021).

Accountability is one of the key skills that employees obtain within this sector, Chinese culture guides them to understand that the employees should be accountable for their actions, especially within the workplace. It is vital for international companies that want to expand their business to China to understand the Chinese culture, as employees are sentimental and emotional, they highly value their culture (Lockett 1988).

UK’s employees more flexible before making business decisions, UK analysis long-term benefits and short-term benefits and then make the decision and US on the other hand likes to conduct their business in a shorter-term, as they like to complete the project as soon as possible and move to the next project (Hofstede 1994). 

Masculinity: In China, UK and US there is similarity emphasis in authorities (high), they are on level par. The three nations employees are categorised as masculine and like to work long hours, able to work away from home to attain higher pay and promotions. In simple words they are work-oriented employees. The employees of these nations want to perform their best at their workplace and desire to achieve greater things for themselves in future (Hofstede insight.com 2021).

Time management is one of the skills a that masculinity employees lack. According to Joshi and Kuhn (2005), employees that are in the masculinity section are work-oriented employees, they are not time bound, they are so dedicated in their work that they overwork themselves and they intend to overlook or undermine other necessities of life like family, friends and relatives.   

Flexibility is just one of the skills that a masculinity employee is able to perform effortlessly as the value their employment and in their viewpoint the most important think for them is their organisation mission and vision, they tend to adjust their personal life to accommodate work schedules (Sinclair 2005). 






[bookmark: _Toc98680186]5.1.  Recommendations.

· Before expanding internationally, a company should consider conducting an internal and external business environmental audit, internal edit will assist in safeguarding variables like their product offerings to assess if the brands are market-ready. Internal audits can have tailor-made similarities to the parent company. This can be performed through SWOT and market segmentation evaluation to aid the companies in understanding their current strengths and weaknesses within the new cultural environment, their potential growth areas. While, external analysis can support the company to understand how the Political, environmental, Social, Legal and Economical factors will impact the company within the new business environment.

· Before expanding internationally, a company should consider appropriate marketing strategy for that country, focus on brand positioning within the market of that country, consider appropriate product launching activities like social media channels and digital platforms for marketing, price evaluations to creating a value for money strategy centred around the new market’s economic and cultural environment of that country. 

· Company should consider examining the cultural differences and create localized structure plan imbedding local culture into the businesses structural framework, as its vital to understand the local community and their value, outlining their requirements, the desires and approaches to create a compliant with local community and regional presence. Infrastructure plans should consist of hiring local and international workers and executives, also they should utilise local suppliers.

 








[bookmark: _Toc98680187]6.  Conclusion. 
[bookmark: _GoBack]It can be summarised that this report has enabled to obtain vast knowledge and understanding about tariffs on export goods and how the importing countries and their consumers are effected by tariffs. Furthermore, the complications businesses encounter when they expand globally, especially, work culture is vital for the growth of International businesses, as this supports the management and the employees to understand each other in a broader context. Diverse countries have diverse work cultures. It is vital for international businesses to adapt the best practices of working culture around the globe and implement them into their business to be able to be successful.
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Appendix 1. Tariff introduction, Whiskey export sales drop in 2019. 
This diagram shows the whiskey export decreasing in 2019 after the introduction
 of the tariff.

[image: The Impact of Tariffs and Trade Wars on the US Economy and the Dollar]
                       Figure 2: scotch whiskey export analysis.
                                        (source newsroom 2019). 






[bookmark: _Toc98680190]Appendix 2. Whiskey export growth after tariff suspension in 2021.
This diagram shows the whiskey export increasing in 2021 after the suspension
 of the tariff.
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                                                   Figure 3: scotch whiskey export analysis.
                                                          (source newsroom 2021). 
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Figure 1: Country Comparison Tool
(Source Hofstede insight com 2021).
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