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Starbucks is a company that operates in the food and beverage industry dealing in a wide variety of snacks, food and beverages. The company operates in different countries globally hence its operations are influenced by various factors which are present in the external environment. Operating in a global space is usually depended on the prevailing external environmental factors which are likely to affect the operations and the functioning of the company. The company wishes to launch its branch in a developing country in order to increase its market reach and boost its overall sales. The company wishes to establish a store in Pakistan to meet the existing customer needs in the market and increasing the company’s customer base.
This report aims at evaluating the various external factors that are likely to affect the operations of the company in the new market, Pakistan. The analysis will focus on assessing the external environmental factors using the PESTEL analysis and the competitive environment using the Porter’s five forces. These theoretical frameworks will be useful in establishing the favourable factors that are likely to enhance the growth and development of the company which guarantee success. At the same time, this analysis will provide a glimpse on the challenges the company is likely to encounter while launching its operations in the new market. As a result, the company will be able to put in place effective marketing strategies that will help the company to attain a competitive advantage in the market hence guaranteeing its success. The report highlights some of the possible aspects of corporate governance, business strategy and cultural dimensions that Starbucks should address when entering the Pakistan market. From the analysis of the external environment of the Pakistan market, the report provides recommendations on some of the strategies the company can adopt to ensure market success in Pakistan. 
[bookmark: _Toc110694745]Overview of Pakistan
Pakistan is a developing country which is located in South Asia. The country majorly depends on agriculture, manufacturing and service industries as the main economic activities. It has many opportunities for economic growth and sustainability in the market. However, since the onset of the covid19 pandemic, the country has largely recorded an increase in inflation which has affected the economy of the country (Khan et al, 2020). Frequent lockdown restrictions have been one of the major reasons for the structural weakness of the economy in Pakistan. However, from around July 2021, the economy slowly indicated a positive momentum hence gaining a positive momentum towards stability. Since the introduction of the covid vaccines, the government consumption of Pakistan grew rapidly hence leading to the growth of major sectors in the economy. 
[bookmark: _Toc110694746]Applications of theories of business environment in Pakistan
[bookmark: _Toc110694747]PESTEL analysis of Pakistan
This theory evaluates the external factors that are likely to affect the operations and functions of any business that is established in Pakistan. It is based on five major disciplines which include political factors, economic factors, social factors, technological factors, environmental and social factors. Politically, Pakistan is a democratic republic whereby the prime minister is the head of state while the president is the ceremonial head of state. The country has well established trade relations with different super power countries such as China which provides unlimited opportunities for the businesses operating in the country. Through establishing these relationships, businesses are able to find ready markets as well as suppliers in these countries hence facilitating business growth and success. However, one of the main challenges being faced in Pakistan is corruption which has become a big obstacle in the country’s political environment. Also, the country experiences political instability whereby it is susceptible to frequent demonstrations that arise from disagreements between the government and the opposition. 
Economically, the country has a gradually growing GDP which makes Pakistan to be among the top 20 economies globally (Trading economics, 2022). The country’s average GDP is estimated to be approximately $320 billion which is an indication of a growing economy as it is estimated that Pakistan will be among the top ten high income economies by 2047 (Khan and Suhaib, 2019). Therefore, a growing economy is a strong attraction for investment since there are unlimited opportunities that exist and it is promising as they are high chances of having higher returns (Mirza and Kanwal, 2017). The country has attracted some of the superpower countries such as USA, UK and Japan to invest in different sectors of the Pakistan economy hence proving more opportunities for businesses. 
Socially, the country is highly populated with an approximate population of over 200 million people. Majority of the population practise Islamic religion and the rest practise Christianity and Hinduism. The average life expectancy stands at 66 years for men and 68 years for women (Wang et al, 2020). therefore, the large population in Pakistan provides businesses with a ready market for their products. Moreover, the population provides sufficient labour force which helps in increasing the overall production of a business. 
Technologically, the country has made a remarkable technological advancement that have helped improve the level of technology in Pakistan. The country has widely adopted the use of technology in conducting its business activities in different ways. Most of the retailers operating in Pakistan have shifted to operating online and marketing their products on different online platforms to reach out to a wider market. Social media marketing is on the rise in Pakistan whereby most businesses utilise platforms such as Facebook, Twitter, Pinterest and Instagram to create awareness and convince different customers to purchase their products. however, the country still has limited internet connectivity which hinders the digital marketing efforts and the use of digitization in the marketing and the operations of businesses. 
Environmentally, the country is naturally beautiful country enriched with natural resources such as forests that give a beautiful view and scenery. Other natural resources include mountains, archaeological ruins and other historical sites. However, some of the environmental challenges being experienced include the widespread use of plastic bags hence contribution to pollution. Other challenges include water scarcity, climate changes and prevalent air pollution. Most of these challenges have been fuelled by the covid19 pandemic which affected the country’s operations. 
Legally, the constitution of Pakistan provides an outline of the laws and regulations that govern the country. The legal laws and processes are meant to provide a roadmap on how some of these processes need to be undertaken. The laws ensure that each individual is protected from any possible discrimination in terms of race, religion, gender or disability. The laws ensure that each of the citizen is given an equal opportunity to showcase their capabilities and given a conducive environment to perform the tasks presented. Through this, there is an increased efficiency in the operations across different sectors within the Pakistan economy. 
[bookmark: _Toc110694748]Porter’s five forces
This theory is centred upon five different aspects that are meant to evaluate the prevailing competitive environment in the market within a specific industry. The main components of this theory are viewed as threats that are likely to reduce the success of a company in the market. They include threat of new entrants, threat of bargaining power of buyers, bargaining power of suppliers, threat of substitute products and rivalry among the existing players. As Starbucks wishes to establish its branches in Pakistan, it is important that they understand the level of competition in the Pakistan market so that they adopt effective strategies that will help the company to attain a competitive advantage in this market. 
Threat of new entrants- this aspect refers to the possibility of having new companies and businesses venturing into the industry to increase competition in the market. Starbucks operates in a food and beverage industry which does not necessarily require large amount of money to venture into it (Duke, 2018). Therefore, this leaves an open window for new investors to venture into this industry hence posing competition to the company. This is a lo-level force since it is a sector that many investors may wish to invest in. However, Starbucks has a strong brand name in the global market hence many customers will likely purchase its products in Pakistan. Moreover, while expanding its market to Pakistan, it is still important that the marketing team should carry out massive awareness to inform potential customers in this market concerning the company and the products it offers. This will help in curbing competition from the new companies since they will be aware of the existing products from Starbucks hence easily choose it over the rest of the brands presented in the market. 
Threat of bargaining power of buyers- this refers to the situation whereby customers demand for extremely low prices in the market. When launching a branch in Pakistan, buyers are likely to demand for low prices in order to purchase the products available at Starbucks. The risk that occurs in such a situation is that the company may not make reasonable profits based on the prices demanded. Therefore, to deal with this threat and attain success in the Pakistan market, Starbucks should ensure price diversification for its products since it is a high-level threat that can affect the survival of the company in the Pakistan market. With this, the company should ensure that it sets different and reasonable prices for its products so that it caters for the needs of its customers who are price sensitive. In this way, the buyers will choose the products that they can afford hence contributing to customer satisfaction. 
Threat of bargaining power of suppliers- it refers to a situation whereby the suppliers demand for higher prices from an entity. Therefore, this threat is likely to increase the expenses and the costs that entities incur in sourcing for raw materials and the logistics involved. The end result is that with the increased expenses, the profit margins of the company are lowered. Starbucks is venturing into a new market in Pakistan, and this threat is a low-level threat at Starbucks which is unlikely to affect the operations of the company. Starbucks has its farmers in different parts of the world who are trained and supplied by coffee seeds by the company. These farmers are distributed in countries such as USA, Indonesia, Canada, Brazil and Nicaragua and are responsible for supplying raw materials to all Starbucks branches all over the world (Sakal, 2018). Therefore, this threat will not affect the company’s operations in Pakistan. 
Threat of substitute products- it is the threat that exists when there is a possibility of consumers switching from using a product to other alternative products (Wu, 2017). At Starbucks, this is a strong competitive force since consumers in the Pakistan market are likely to remain loyal to the products, they have been using prior to the company expanding to Pakistan. Consumers in Pakistan market are fond of lassi, tea and other traditional drinks which they use alternative to coffee. Therefore, when launching the company in Pakistan, it may take long before consumers in the Pakistan market accept the products offered by Starbucks. To deal with this threat and attain success in the Pakistan market, the company should carry out advertisements and portray the benefits of consuming the company’s products. The messages conveyed should be persuasive enough to convince the consumers in the Pakistan market to purchase the products of the company.  
Rivalry among the existing companies- this refers to the competition in the industry which is posed by the existence of other companies in the industry. The impact of this threat is that it lowers the overall profitability of the company. In Pakistan, some of the competing companies include Red Berry Roasters, Coffee Tea and Company and FLOC. These are the companies that are likely to pose competition to Starbucks when it ventures into this company. Therefore, to attain a competitive advantage in the market, Starbucks should provide high quality products that will attract customers to make purchases. 
[bookmark: _Toc110694749]Opportunities and challenges in Pakistan market
Adoption of healthy lifestyles by the people of Pakistan is one of the existing market opportunities for Starbucks. About 50% of the Pakistan population is obese hence posing a health challenge to the country (Kanwal et al, 2019). Starbucks can use this as an opportunity to venture into and introduce healthy foodstuffs in the market. Therefore, while entering the Pakistan market, the company should update its menu with healthy coffee products and foodstuffs that will help the Pakistan population to restore their healthy lifestyle. 
Another underlying opportunity is social media marketing. Currently, about 87% of the Pakistan population are active users of social media platforms such as Instagram, Facebook and Twitter (Bhatti, 2018). Therefore, the company should carry out massive advertising and product promotion to provide consumers in the Pakistan market sufficient information that will persuade them to purchase Starbucks’ products. Carrying out marketing using social media platforms is useful since it is convenient as many consumers are available and one message can reach to millions of consumers at the same time. 
However, the challenge that Starbucks is likely to face is the frequent political instability in the country. There are frequent cases of fights between the current government and the opposition which lead to political crisis and instabilities hence affecting the economy. Consequently, the frequent fights lead to disruptions of the normal business operations and activities hence affecting the profits realised by the company. 
[bookmark: _Toc110694750]How to manage aspects of corporate governance, business strategy and cultural sensitivity in Pakistan
Corporate governance refers to the structure of rules, policies, processes and practices that are used to direct and manage an organisation (Solomon, 2020). This is an essential aspect in an organisation since it determines the success of the organisation through stating the directions and the procedures to follow when making decisions. Therefore, when expanding the company to the Pakistan market, the company should ensure that it outlines the management and the stakeholders in Pakistan then outline the roles and responsibilities of each stakeholder. The company should also adopt an organisational culture and structure that is suitable based on the culture of the Pakistan people. This will ensure that the company adheres to the culture of the people which is likely to attract customers to purchase the products. 
Starbucks needs to adopt a business strategy that will be customer-centred. With this, the company will ensure that it puts in place strategies and policies that will help attain customer satisfaction. Starbucks will therefore be dedicated to source for useful information in the market to identify the existing customer needs and demands then find suitable ways to address these needs. Also, the company should adhere to the cultural practices in Pakistan while carrying out its activities to increase the market reach. By focusing on the cultural practices in Pakistan, the company is likely to realise the existing market needs and find ways to address them. 
[bookmark: _Toc110694751]Barriers experienced by foreign businesses in Pakistan
International businesses such as Coca-Cola, Unilever, Toyota and Procter & Gamble operate in Pakistan. However, they are faced with various barriers as they operate in the country. One of the most prevalent challenges is political instability and wars being experienced in the country. The country is susceptible to wars and political unrests which affects the business operations in Pakistan (Qadri et al, 2020). The political instabilities in Pakistan affected the imports of raw materials for many companies hence affecting the production process hence limiting the company’s efforts to meet the needs of the market. 
Another barrier being experienced by foreign businesses in Pakistan is the strict laws and regulations put in place by the Pakistan government. Some of the regulations that foreign companies need to adhere to include obtaining a licence and work permits, import and export policy and the foreign exchange policy. Therefore, the laws and regulations that the foreign companies should adhere to are many and this discourages many foreign businesses from operating in the country. Foreign businesses operating in Pakistan are also subjected to high taxes hence discouraging many companies from operating. An example is RC Cola which failed to operate in Pakistan based on the laws and policies that govern foreign businesses in Pakistan. 
[bookmark: _Toc110694752]Recommendations
Therefore, based on the analysis of the Pakistan market, Starbucks should consider operating an online store when expanding into the new market. Since the Pakistan market is susceptible to political instability, wars and political turmoil, online stores will be efficient for Starbucks. Therefore, in cases where there are wars and turmoil, the business can still operate without disruption. Establishing physical stores in the Pakistan markets is ineffective since when the political instabilities occur, then the stores are likely to be demolished and the business operations disrupted. 
Also, the company should carry out massive product promotion of its products before venturing into the Pakistan market. About 80% of the Pakistan market consumes tea products therefore, switching to coffee products is likely to be a difficult task. Therefore, Starbucks should carry out awareness using all social media platforms to convince the consumers to purchase its products. While creating awareness, the company should ensure that it provides customers with useful information that will outline the benefits they gain from using the company’s products. 
Apart from using social media platforms for advertising their products, Starbucks can first engage the customers in the Pakistan market to inquire any useful information before venturing into the market. They can engage them in a conversation on various platforms to identify any underlying opportunities that they can utilise when entering the market. Obtaining this information will help the company to obtain information that guarantees them success when they enter the market. 
[bookmark: _Toc110694753]Conclusion
Operating in a global business environment is quite challenging and it is crucial that businesses should undertake an intensive market research before venturing into the market. A company should research to identify the possible opportunities that it can exploit to draw benefits from. Also, through market research, the company is able to identify the possible barriers and threats hence formulate strategies that are likely to help survival in the market. Also, the global market also experiences stiff competition which can be unhealthy. A company operating in such an environment should ensure that it adopts strategies that will ensure that the company gains a competitive environment in the market which assures the company success.
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