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Political Risk Advisory Briefing: Brazil 
 
Grey Area Dynamics Risk Rating for Brazil is 81.43 (High) 
 
 

 
 
Grey Area Dynamics (GADs) are all the risks, weaknesses and threats that have direct and 

measurable impact on businesses. They are a collective description of behaviours and factors 

that can at best, disrupt a firm, and at worst, close it down. Relevant to this market, the key 

division of Grey Area Dynamics is as follows: 

 

 

  
Legal 

 
Illegal 
 

 

Active 

 

• Government policy and 

nationalism 

• Overt and disguised ownership 

• Bureaucracy and local 

government 

 

 

• Religious extremism  

• Terrorism 

• Civil unrest 

 

Passive 

 

• Language & dialects  

• Media relations 

• Pressure groups 

 

• Bribery & corruption 

• Vested interests and cronyism 

• Patronage and nepotism 

 

 

Score Colour 
Rating Description 

< 100%   

Very High The assorted threats described are certain to 
have a derogatory effect. 

< 83%   

High The threats are extremely likely to negatively 
affect the business. 

< 66%   

Very 
Possible  

There is a strong likelihood of problems 
arising in this country. 

< 49%   

Possible There is a fair chance of problems arising in 
this country. 

< 33%   

Low There is a low likelihood of any threats 
impacting business.  

< 16%   

Very Low There are virtually no impediments to 
successful business in this country.  
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The GADs methodology makes the invisible risks, visible, and serves to differentiate between 

alternative variables in each climate. 

 

For each Grey Area Dynamic, we calculate separate IMPACT, FREQUENCY and 

LIKELIHOOD grades from 1 – 100%. These scores are based on a combination of over forty 

years of expert analysis and opinion on the severity of a GAD and its direct/indirect effect on 

personnel and business operating in a given country. These impacts are reviewed and updated 

quarterly so as to maintain their relevance.  

 

The formula of RISK = IMPACT + FREQUENCY x LIKELIHOOD is then applied, and Standard 

Deviation employed across all 35 variants, to calculate the mean average GAD risk score 

(expressed as a percentage).  

 

Not only does this allow decision-makers to get an immediate idea of the threat level, but also 

a deeper breakdown of which specific Grey Area Dynamics are in play, their severity and 

frequency, and how the divisions of legal/illegal, passive/active are weighted. This kind of 

information offers a substantial degree of clarity over how the GADs can independently affect 

a client, and how they may intersect with each other to create the threat profile in a given 

business environment – thereby allowing a client to better refine or prepare their business plan 

to take account of where the threats are understood to lie.  
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Overview  

When the subject of Brazil dominates any conversation, one’s senses are awakened – tuning 

in to vibrant carnival colours, breath-taking waterways, the scent of coffee beans, the rhythmic 

sound of the samba, and deep base drums.  The mysteries of the Amazon Rainforest, its 

indigenous people, and its flora and fauna inhabitants have drawn adventurers and scientists 

alike, to explore its wonderment from all over the world. Brazil is an industrious country which 

has not yet reached its full potential, especially within their natural resources sector. During 

2020, Brazil had 12tn cubic feet (TCF) of proved natural gas – the third largest amount in Latin 

America (behind Venezuela and Argentina). Her oil reserves in 2021 were recorded as the 

second largest in the region with 12.7bn barrels; but she has much more potential for growth 

under the right conditions. Venezuela by comparison rocked 304bn barrels during 2021.  

 

Brazil is a bustling diverse economy with a stable history of international trade. During 2020, 

foreign trade represented 32.35% of GDP - a heathy 3.9% increase (and growing) from 2019. 

However, to avoid getting lost in Brazil’s hidden undergrowth of unforeseen grey areas, 

businesses would do well to invest in due diligence about how to use her ‘navigation menu’. 

 

Politics 

The Covid death rate in Brazil is currently the second highest in the world (behind the US). 

Nevertheless, the Brazilian governments’ vaccination campaign to improve education during 

the second quarter of 2021, has improved infection rates, and stemmed; at least some of the 

damage that Brazil’s President Jair Bolsonaro’s disinformation campaign has caused. 

Bolsonaro inflicted fear and doubt among the Brazilian population about taking the vaccine. 

He faces an investigation by the Supreme Court of Brazil (again) for spreading false 

information stating that Covid vaccines had increased the likelihood of those who were 

vaccinated of contracting Aids - faster. His anti-vaccination campaign, in the form of social 

media posts and a YouTube video, was disseminated on social media platforms, including 

YouTube, Twitter, Instagram, and Facebook, resulting in his YouTube and social media 

channels being suspended. 

 

2022 may prove to be a historic year for Brazil in terms of change. October’s general election 

may seem far away, however, Bolsonaro has started his campaign early with belligerent 

outbursts in classic Trump fashion, consisting of allegations of impending electoral fraud 

causing his potential presidential second-term downfall.  
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The running favourite among Brazilians at present, is the former President - Lula da Silva, with 

a vote of 43% compared to Bolsonaro at 23%. Do things get better, or worse? Both Presidents 

have a history of alleged corruption and wrong doings, although should Bolsonaro et al win the 

election in October, Brazil will find herself on the heavier side of Bolsonaro’s already-in-place 

authoritarian/military style regime.  

 

Economy  

Despite the impact of Covid-19, Brazil’s GDP is estimated to rise from the current 1.64GDP to 

1.81GDP by the second quarter of 2022. Brazil is a diverse market, the nineth largest economy 

in the world, and whilst FDI flourishes in many sectors, including but not limited to - oil, timber, 

livestock, food and agriculture, biofuels, iron, coal, pharma, chemicals, steel, and spare parts 

– as previously discussed, the future potential for FDI growth, is enormous.  

 

The motor vehicle industry for example, has boomed. Top brands in Brazil include but not 

limited to: Fiat, Volkswagen, Ford, Hyundai, and many more such as Toyota and Honda, all 

with production plants in-country. The services industries including tourism and leisure, were 

hit hard by the pandemic, although the economy has returned to pre-pandemic levels. Brazil 

has asserted itself in the aeronautics industry – with aeroplanes being on its main list of 

exports, together with automobiles, iron ore, oil, coffee, and soy.  

 

Brazil’s state-owned Petrobas, have this month announced success of their exploration at the 

Jupiter site in the Santos Basin of detecting more natural gas in the Tres Marias pre-salt area 

– potentially another lucrative FDI. Brazil is a powerhouse of industry, with oil reserve 

capabilities which could make it one of the top five oil producers in the world. Fuel demand has 

risen, effecting a 200% rise in natural gas imports. Brazil is the world’s largest halal meat 

provider, exporting profitability around the world. Recently, its fourth largest chicken-export 

country, Saudi Arabia, has signed a memorandum of understanding in a joint venture between 

BRF SA (Brazilian chicken and pork processor) and Saudi Arabia’s Public Investment Fund 

(PIF), in a joint venture where PIF will hold a 30% stake whilst Brazil’s BRF will hold the 

remaining 70%.  
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Corruption  

Brazil’s corruption problem might well surface in the media in broad terms of the seriousness 

it poses in Brazil. However, bribery and corruption are several layers deep and manifest under 

different tactical strategies; country, and region specific. Grey Area Dynamics peels back these 

layers, to identify the strategies and tactics used in areas including but not limited to 

administrative delays, border issues, logistics, water, and power issues, B2B market dynamics, 

government intervention and law enforcement intervention. Anti-corruption law in Brazil is not 

consistently enforced. Despite Bolsonaro’s promise to “clean up politics”, the legal framework 

updated in 2014 to include the Decree Law 2,848 (bribery of public officials) and article 12,846 

(the Clean Company Act), is not worth the paper it is scribed on – at least not to Bolsonaro et 

al.  

 

When you think of Brazil and corruption – think “Operation Car Wash” – a monumental money 

laundering (ML) scheme involving several of Brazil’s government officials, and business elites 

spanning twelve countries. “Operation Weak Flesh” in 2017, exposed Brazilian companies JBS 

and BFR (beef and poultry exporters) for their part in bribing QC inspectors to approve the 

exportation of spoiled meat around the world. (The US as a main importer, has since banned 

import of JBS and BFR products).  According to Transparency International’s Corruption 

Perception Index, corruption in Brazil has reduced from a score of 106 in 2019 to 94 in 2020. 

International pressure, together with Brazilian citizens calling for the end of corruption in Brazil, 

is putting pressure on government - pushing towards improvement in the outlook of Brazil’s 

corruption problem. 

 

Culture, society, and climate 

Over the past few days, thousands of Brazilians have been displaced from their homes, with 

an unfortunate loss of life of twenty-four people thus far - due to heavy rainfall, flooding, and 

landslides: particularly in the Minas Gerais region. Some, consider the rainfall a blessing at a 

time of draught and much needed water in the sectors of farming and agriculture.   

 

Grey Area Dynamics looks deeply into areas of possible risk to businesses and their human 

and physical assets in-country. In the case of Brazil; identifying cultural issues such as the 

rising inequality of the rich verses the poor, right-wing ideologies/left-wing ideologies, religion, 

and misogynistic, xenophobic, and homophobic attitudes.  
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Moreover, the level of impact by these social issues are important, and from which group (local 

government compared to local citizens). Bolsonaro openly advocates inequality of pay 

between men and women, is homophobic, xenophobic, and holds right-wing views. Brazil’s 

indigenous population are threatened with displacement due to deforestation of the Amazon 

Rain Forest, exacerbated by Bolsonaro’s new polices, giving rise to loopholes ‘legitimising’ 

rapid deforestation and industrialisation of several acres of the Amazon Rainforest.  

 

The indigenous people of the Amazon have lived in the forest for thousands of years.  

Bolsonaro knowingly perpetuates ethnocide through ‘the back door’. The indigenous people 

are fighting back. Presently, by means of peaceful protest and the use of all available legal 

channels. Nevertheless, the closer to their homes the chainsaws grind and rumble, the more 

likely resistance will take on another form. Less peaceful, less productive - possibly leading to 

deadly clashes. In terms of religion, the Brazilian community is rich in diversity of culture, with 

the largest religion of different forms being Christianity. Civil unrest has eased post-2020 

protests which were spurred on by the pandemic.  

 

Terrorism and security 

Whilst terrorism is relatively low in Brazil at present, this cannot be ruled out. Four key figures 

connected to Al Qaeda networks were sanctioned in Brazil by the US in December 2021 for 

their part in the networking of terrorism, financial systems, money laundering and fraud. These 

suspects are Haytham Al-Maghrabi, Ahmed Mohammed Hamed Ali, Ahmad Al-Khatib, and 

Mohamed Awadd. Homicide, burglary, kidnappings, and other violent crimes can be high, 

especially in the regions of Feira De Santana, Fortaleza, Mossoro, and Vitoria Da Conquista. 

Robbery, theft, and break-ins are especially prevalent in Sao Paulo.  

 

Summary 

If the divide between the rich and the poor continues to expand, and deforestation continues 

to rise rapidly; together with Bolsonaro’s military regime and reckless policymaking, civil unrest 

may begin to rise. However, change is coming. Leftist Lula is quickly becoming the working 

man’s favourite, and the Brazilians are vulnerable to change. While Brazil does have her 

problems under the bonnet, she is non the less a diverse and fertile market with a strong 

reputation of doing business - particularly with regard to areas of obtaining contracts and 

permits in many states. Areas in need of improvement include collaboration and 

communication between different sectors, whilst undergoing the process of getting things 



 
  

 
 
 

KCS Risk Paper 2022 P a g e  | 8 

 

done. Bribery, corruption, favouritism, and vested interests, remain a serious problem for 

prospective businesses and entrepreneurs. Nevertheless, with the right guidance, due 

diligence, and navigational support, businesses can flourish in the Brazilian market.  

 

 

 

 

 

 


