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[bookmark: _Toc115941853]Introduction 
The global business environment has undergone significant changes due to globalisation in recent years. To this extent, the higher education sector has also been similarly affected, which, in essence, is a business industry itself (Chan, 2017). Different factors within the external environment now determine how the process of higher education delivery will take place. Focusing on these factors, especially ongoing trends, would be crucial for maintaining proper adaptability to changing circumstances and ensuring the long-term operability of higher education institutions (Botha, 2018). In this case, this report will consider the University of Wales Trinity Saint David (UWTSD) as the core point of reference. Although, a focus on the higher education sector in its entirety will be maintained throughout this report in analyzing the significance of different external and macro-environmental factors.












[bookmark: _Toc115941854]1. Overview of the Higher Education Sector
The higher education sector can be categorised as the sector engaged in the provision of education on a advanced level, generally leading to learners receiving an educational degree. Higher education is also known as post-secondary education and can be considered an optional stage of formal education. Having that said, compared to preceding academic levels, higher education consists of a wide range of activities and components, including research and training (Pond, 2010). Generally speaking, institutions such as colleges, universities, vocational schools, and seminaries are engaged in the process of higher education delivery. Currently, the sector can be perceived from the learning mode followed by institutions. While offline forms of teaching have existed for years, online learning has become highly popular, not to mention convenient, especially during and after the recent Covid-19 pandemic. 
As mentioned previously, the higher education sector, much like other business-related sectors, is susceptible to changes in the macro-environment. Having that said, the landscape of the sector itself has been subject to significant changes over the years. These changes would primarily be associated with globalization, as will be discussed in the later section. In terms of the current market dynamics associated with the sector, an ever-increasing number of student enrolments in higher education institutions, and internationalization are key factors that are key factors behind the growth of the entire industry (Kerr, 2011). Again, there are other driving factors, such as increasing connection, the emergence of virtual learning, technological personalization, and privacy features of cloud-based learning resources. Primarily, the internet has had a substantial impact on how the higher education sector operates today, and incumbent institutions such as UWTSD are also subject to the said impact (Chan, 2017). As mentioned previously, the higher education sector, much like other business-related sectors, is susceptible to changes in the macro-environment.




[bookmark: _Toc115941855]2. Discussions
This section of the report will focus on how different factors within the external environment affects the higher education sector, and subsequently, UWTSD. In this case, the use of the PESTEL framework, and Porter’s five forces model will be considered for the aforementioned purpose.
[bookmark: _Toc115941856]2.1. PESTEL Framework
Applying the PESTEL framework to the higher education sector would yield the following outcomes.
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Figure 1: PESTEL framework
Source: (Peterdy, 2022)
Political factors
In light of the higher education sector, some of the most relevant factors would include public funding and the number of foreign students. Focusing on the first, the availability of public funding, as per government policies, would dictate the number of students enrolling in higher education. In reality, higher education can be quite costly, and a significant portion of students would be unable to bear the expenses. If public funding exists, then the cost of education can be subsidized to a certain degree (Botha, 2018). Now, concerning UWTSD, a relevant factor would be that almost all similar institutions in the country are receptors of public funding. While this would indicate a positive state for the country’s sector, the situation is changing as the government is planning to reduce its budget pertaining to education, as a whole. 
Focusing on foreign students, higher education institutions such as UWTSD are significantly affected by enrolments by such students. In the UK, for example, the higher education sector consists of about 20% of students from foreign countries, which would rise to 40%, and even higher if the postgraduate level is concerned (Chan, 2017). Different political conditions, however, have to differentiate impact on the number of foreign students in a country. For the UK, Brexit has had an adverse impact considering that a significant portion of the foreign students in higher education come from European countries.
Economic factors
A highly relevant economic factor for the selected sector would be student debt, which is somewhat connected to public funding. As previously mentioned, the high cost of higher education can be financially quite burdensome for certain students. To continue their higher education, many students are forced to take loans, resulting in substantial amounts of debt. When these students enter a profession, they start off in a financially disadvantageous position, with many students unable to settle their debts in due time (Pond, 2010). This significant issue can greatly diminish students’ interest in receiving higher education if their financial capabilities are not sufficient.
Students studying in UTWSD and other higher education institutions in the UK are faced with a dilemma pertaining to a weak job market. Compared to other educational hubs, similar to Australia and the USA, the job market is not as strong in the UK (Millward, 2022). This would indicate a sense of perplexity among higher education students in terms of career prospects at the end of higher education.
Social factors
The aforementioned issue of student debt can also be explored from a sociocultural perspective. In this case, as it currently stands, students are willing to accept significant amounts of debt in exchange for the opportunity to receive higher education from reputable universities (Deloitte, 2022). Although, this mentality may change going forward, especially if there is a manifestation of the unpayable loans in the sector. In such a case, new students would be unlikely to accept large amounts of debt, and even refrain from receiving higher education. Needless to say, this would have a highly negative impact on the operability and profitability of institutions operating in the higher education sector.
Another key social factor would be the actual willingness of students to pursue higher education. While historically, higher education has been deemed to be essential for achieving success in one’s career, the mentality is changing (Botha, 2018). There are several examples of individuals who can be categorized as ‘successful’, but who have not received higher education. The result is that there is diminishing interest in students to receive higher education. Again, most jobs are increasingly preferring experience over higher education degrees, further adding to the issue.
It is also noteworthy here to mention that universities and other higher education organizations, by current standards, must conform to the idea of inclusive education. For an institution such as UWTSD, it is important that students are selected based on their learning capabilities and potential, and not on characteristics, such as sex, race, or ethnicity. In the learning environment, as well, highly inclusive behavior is to be expected to guarantee students’ satisfaction with the environment.
Technological factors
Technology and the subsequent rate of improvement have been significantly affecting how the higher education sector operates. For starters, there is a plethora of online resources currently available that can assist learners in their higher education. Likewise, educational institutions can rely on such resources for the purpose of delivering higher education (Deloitte, 2022). However, the availability of such readily available, and often free, resources may mean that students may depend on these resources only and not be interested in receiving higher education from formal institutions such as UWTSD. Of course, the increasingly important role of technology in the sector cannot be denied. Universities are increasingly streamlining the use of online Moodles, through which, students can access different resources and receive important information in regards to their academic curriculum. There is also a high prospect in terms of integrating technologies such as Artificial intelligence and virtual reality into higher education as a means of increasing learner engagement.


Environmental factors
Considering the higher education sector, identifying a direct link with the environment may be difficult. However, it is certain that the sector has a key role to play in mainstreaming disaster risk reduction (DRR) as a means of achieving sustainable development (Rizal, 2017). Higher education institutions can offer specialized courses in this case. Although, as it currently stands, there is a significant lack of such arrangements in the sector. However, considering the fact that DRR is a multidisciplinary area of study, UWTSD and other universities have the option to include DRR and climate change adaptation components in existing courses.
Legal factors
The legal factors in the higher education sector in the changing global environment can be linked to data security and privacy-related issues. As mentioned, institutions in the sector are becoming increasingly reliant on the use of different technologies. In this case, these organizations would have the legal responsibility to protect student information from theft on online platforms or databases.
[bookmark: _Toc115941857]2.2. Porter’s Five Forces 
An application of Porter’s five forces model can give further insight into the higher education sector, primarily how different institutions operate from a competitive perspective. In this case, it would be necessary to view the industry itself as another business sector, where colleges, universities, and other academic organizations work to earn revenue and profit.
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Figure 2: Porter’s five forces model
Source: (Henshall, 2022)
Potential new entrants (low)
The threat of new institutions in the higher education industry can be considered quite low. This is mostly due to the fact that for those pursuing higher education, the reputations, and sometimes, the rank of the institution is of high interest, and it is not easy for new institutions to climb up the rankings without challenges (Smith, 2010). Not to mention, for a higher education institution to achieve the level of quality needed to attract students, the proper facilities need to be present. This would require substantial amounts of both financial resources and non-financial resources, which may be quite difficult for new institutions to acquire. For these reasons, the threat of potential new entrants in this industry is rather low.
The influence of buyers (low)
The buyers in the higher education sector would primarily consist of the students themselves, and in some cases, their parents. The power of these buyers is also quite low, as it currently stands (Deloitte, 2022). Referring to previous discussions, it is clear that the buyers in the sector have little influence in reducing the costs associated with receiving higher education. However, students may share feedback and facilitate changes to course curriculums, although, the suggestions would need to align with practical career needs for them to be considered and implemented.
The threat of substitutes (high)
The threat of substitutes in the selected sector can be considered quite high. In light of previous discussions, students are now opting for online degrees. Again, as mentioned, with the rise of online learning resources, many people are shifting from higher education to these resources. This scenario is requiring incumbent institutions to change and adapt to the changing circumstances and demands of learners (Botha, 2018). Again, the threat of substitutes would also exist if the sector is disaggregated into profit institutions and non-profit institutions. UWTSD, for example, a non-profit university must carefully observe the actions of profit institutions as a means of ensuring that it can continue to attract both foreign and domestic students, which is becoming increasingly difficult as the latter institutions are proactively working to attract students and earn high levels of revenue (Millward, 2022). Indeed, there are many profit universities that are ranked quite high both domestically and internationally.
The threat of suppliers (moderate)
Suppliers in the industry can be categorized into two elements- faculty and administrators (Deloitte, 2022). By this distinction, the threat of suppliers can be considered to be moderate. Here, the quality of higher education provided to learners depends highly on the faculty members, such as lecturers, professors, and assistant professors. Hence, the success of higher education institutions depends highly on the capabilities of these faculty members in their ability to deliver effective and quality education. Indeed, these individuals are key human resources for any such institution and would possess a certain level of authority in dictating how operations are run. Also, based on the threat of substitutes and existing competitors, faculty members can easily shift to other organizations. Focusing on administrators, the decisions made by such individuals determine how a higher education institution is to be run and with what values and beliefs. A poor administration can diminish the quality of education provided, and even the overall learning environment present in organizations. Hence, the threat here would be derived more from the incapability or incompetence of administrators, rather than any other factor.

Rivalry among existing institutions (high)
The level of competition among existing higher education institutions is exceedingly high, with the said institutions working to climb up rankings and attract students through different strategies (Botha, 2018). This high rivalry can be considered good as it forces educational institutions to continuously improve their quality and introduce new facilities for students. 


















[bookmark: _Toc115941858]Conclusion
This report has explored some of the most crucial external factors that affect how higher education institutions such as UWTSD operate by current standards. Indeed, with globalisation, the sector has been exposed to a vast environment, requiring different strategies to accommodate changing circumstances and variabilities. For any organisation operating in this space, it would be essential to closely consider the changes within its external environment, similar to any other business organisation seeking to maintain long-term business sustainability. This is highly relevant for the higher education space as the sector is being significantly affected by different technological changes. Not to mention, reputable academic institutions, such as the chosen university, in this space are having to compete on both a domestic and global level.
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