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[bookmark: _Toc117588848]INTRODUCTION
In this paper I will attempt to identify and exemplify the different business environmental factors and their impact on the higher education sector. In doing so, I will mainly use the PESTEL analysis and Porter’s Five Forces and then reflect on a more particular aspect, how these global factors impact our university, with relevant examples.
[bookmark: _Toc117588849]Business environment concept
Before we continue, we must first contextualize and understand what the business environment is, in order to place a foundation upon which we can then develop our work. As such, we can define the business environment as a relative concept that encompasses various factors and forces, both general and specific, which surround and influence a business activity. We must emphasize that, by nature, the business environment is dynamic and highly uncertain and in order for organizations to survive, they must constantly observe and assess the potential threats and opportunities that may arise. As such, Fredericks (2005, cited in Khazaei and Azizi, 2020) state that ‘’the dynamics of the environment, and the uncertainty that results from it, make companies tightly tailor strategies to cope with market changes. Resource flexibility and coordination make it possible for companies to control market changes’’. In addition, we must mention that the business environment is relative because it differs from country to country or in some cases, from region to region.
[bookmark: _Toc117588850]Higher education sector   
In the following, I propose we elaborate a bit more on higher education, what it entails and a brief overview. Firstly, what is higher education and what purpose does it have? Higher education can be defined as a tertiary education level with the purpose of helping individuals develop skills and aptitudes to further their aspirations and goals. It is represented mainly by universities, public or private and includes teaching, research and social activities. The higher education sector is impacted by various factors, including economical, demographic, political or legal. As such, nowadays, universities are faced with increasing challenges and threats given by the instability and shift within these factors. The increase in tuition fees, political interference or even general public perception has negatively impacted the number of individuals interested in what higher education has to offer. A common idea among the youth is that a university degree will not equate to a career or financial stability, thus transforming higher education into an option as opposed to a necessity. 


[bookmark: _Toc117588851]BUSINESS ENVIRONMENT ANALYSIS USING THE PESTEL FRAMEWORK
In order to determine and observe the various external factors that impact and shape the business environment, the PESTEL framework is widely used, an acronym that stands for Political, Economic, Social, Technological, Environmental and Legal. This framework is used as a strategic planning tool, in assessing environmental issues in order to develop new strategies. According to Dinçer and Yüksel (2019), the key advantage of this framework is that it takes into account different factors simultaneously, thus enabling the development of the company’s vision for the future by understanding and adopting the changes required.
In the following section, we will elaborate more on each of them and corelate them with why and how they impact the higher education sector.
1. POLITICAL
Political factors are the ones driven by government decisions and policies. They may consist of tax policy, legislation regarding employment, tariffs or general political stability. These can have positive or negative implications for businesses, giving rise to threats and opportunities alike. 
In the case of higher education sector, universities receive public funding, thus the end cost for students can be partially subsidized by the government. According to Sheikh et.al (2022), there is currently an increased financial pressure on the higher education sector, derived from the diminishing funding provided by the government and the increased expectation of students in terms of academic quality and future employability. Thus, in other words, students question the viability of higher educations and are more sceptic in seeing a return of investment, financial or otherwise. Another major impact constitutes the implementation of Brexit, and in consequence, the decrease of foreign students relocating and attending universities in UK. This political uncertainty could lead to some institutions finding themselves in a position where they don’t have enough students to continue their activity and will have to close. This is particularly relevant for UWTSD, where the majority of students are foreign.
2. Economic
Economic factors are the ones related to goods, services and money. These have a major impact on how a business makes its decisions. Some examples of economic factors could be inflation, taxes, interest or exchange rates.
One economic factor that impacts higher education and the viability it presents to potential students, is student debt. With the current economic uncertainty we have worldwide, we see more and more students struggle to pay off their student debt or loans. This constitutes a major setback for them and puts into question if the financial investment is worth it, taking into account that the current job market tends to favor working experience over qualifications. 
This may not always be the case but if there is no guarantee of employment after graduation, students might be discouraged to enroll in universities and seek higher education. According to Stafford, Lundstedt and Lynn (1984), enrollment in universities is seen as an investment and is viable only when the benefits of higher education outweigh the present cost of said education.
Thus, we can observe how the return of investment is crucial in the process of decision making made by an individual. This could be observed from a demand-supply perspective as well. Universities supply education at a price point but demand dictates that education is more likely to be purchased at lower prices and less likely at higher prices. 
3. Social
Social factors that impact the business environment are dynamic and in direct correlation with societal changes that occur at any given time. These have an impact on businesses and the trends or patterns must be observed and assessed in order to respond and adjust accordingly. Some factors we can enlist are cultural, lifestyle choices, religion, social classes or immigration. 
In regards to higher education, there are various factors that impact the probability of participation from a social standpoint. As such, one to mention would be the individual’s general disposition and inclination towards higher education or the lack off. This can be derived from socioeconomical background, peer influence or perception. Another factor to consider is motivation or cognitive ability one might possess. It is correct to assume that an individual with lack of self-motivation and ability, is less likely to consider higher education as an option. 
Stafford, Lundstedt and Lynn (1984) state that another aspect to consider is the general education level of the relevant population. Within families for example, higher education of parents, equates to higher probability of enrollment when it comes to children. 
4. Technological
These variable factors dictate the way things are done in the business environment and most importantly, how efficient. For businesses, technological progress can present benefits and opportunities. Without question, technological innovation can lead to the creation of unique goods and services, thus introducing entirely new markets for an organization. Additionally, advancements in technological tools and procedures can boost productivity and cut expenses. Some examples would be computation power, implementation of 3D technology, automation or e-commerce technologies. 
It is a common perception that traditional learning techniques or methods are decreasing in popularity among the youth. With the increase of online viability, most would prefer to attend classes online through the use of various platforms like Microsoft Teams or Zoom. This has proven to be an efficient way of delivering education either by choice, or in some cases, due to unforeseen external factors. Online learning or e-learning has proven to be increasingly relevant in our society and provides a valid alternative that many universities have embraced. In order for higher education institutions to successfully implement e-learning, Mosa, Mahrin and Ibrrahim (2016) state that they must first asses their readiness before commencing any e-learning project. 
In order to understand what readiness means in this context we can refer to Odunaike, Olugbara and Ojo (2013), where it is defined as ‘’ “those factors that must be accomplished before e-learning implementation can be regarded as being successful’’.
UWTSD has employed the use of online classes in the mist of COVID-19 and more recently due to transportation difficulties like the train strikes. The use of such platforms has enabled the university to continue its activity and constitutes a positive impact. At the same time, it has presented difficulties as well, since making use of such platforms requires the placement of infrastructure and the acquisition of resources such as computers or recording devices. Another aspect to take into account is the training of personnel in using these platforms and the cost it involves.  
As we can observe, technological advancements have proven to give rise to opportunities and challenges alike. In the near future we might see that augmented learning takes priority and new technologies like AI or VR would replace traditional learning methods. In this case, universities would need to adapt themselves in order to remain relevant.
5. Legal
When we refer to legal factors, we refer to factors affecting businesses as a result of or in direct correlation to governmental laws. They have a significant impact on how businesses function, how much profit they make, and also how consumers think and act. 
Due to Brexit and the imposing legal and political limitation it brings, it’s going to become harder for staff and students within universities to maintain their legal status. This may lead to a decrease in the availability of students since now it’s increasingly more difficult to migrate to the UK and enroll in universities as a whole. 
Universities should take into account the situation of current EEA national employees to make sure they can proceed to reside in the UK. They also must ensure that current EEA national students have the legal right to continue their studies in the UK, since free movement regulations are no longer in effect in the UK. Universities may require additional funds in the future to ensure sponsor license compliance and to help with the sponsorship procedure, as even more staff and students will need universities to endorse their visa applications.
6. Environmental
These factors are volatile by nature and unpredictable. They consist of climate change, natural disasters, scarcity of natural resources or pollution. These factors may affect businesses more than we initially observe. For example, in areas with high temperature brought on by let’s say, climate change, the productivity of employees might drop and they may not perform at expected levels. Furthermore, a high temperature in certain areas even though has negative impact on businesses as we just presented, it can give rise to certain opportunities as well. For example, in those areas there will be an increased demand in air conditioning units. In this regard, by strategically positioning themselves in that market, businesses can respond to that demand and create value for the community. 
Universities might find themselves facing similar predicaments. In UK, due to lower-than-average temperatures throughout the year, universities need to have proper heating systems for their classrooms to accommodate students. This involves additional cost and preparation. 
Furthermore, abundant precipitations or thunderstorms have, in the past, restricted transportation due to flooding or general high risk to safety. In this regard, UWTSD has advised caution and classes have been moved online. 

[bookmark: _Toc117588852]PORTER’s FIVE FORCES – OVERVIEW, EXEMPLIFICATION AND CHALLENGES
Porter's Five Forces analysis is a framework for assessing the level of competition in a particular sector. In accordance, the very nature of competitiveness is derived from not only competitors but by a series of fundamental forces as such: threats of new entrants, bargaining power of suppliers and buyers, the threat of substitutes or alternatives and industry rivalry.  

[bookmark: _Toc117588853]Challenges of Porter’s five forces
In observing and assessing this framework, Grundy (2006) reached the conclusion that, even though relevant, Porter’s Five Forces is somewhat frozen in time and has been very little used on an analytical level. He arguments that this framework is somewhat rigid, abstract and one that requires further development. In addition, Dobbs (2014) highlights a few key challenges in using Porter’s Five Forces as such:

· Lack of depth – most academic textbooks only vaguely cover this framework or cover only adaptations of it, which in turn generates confusion and the risk of inaccurate analysis.
· Lack of structured analysis – Porter himself criticizes the lack of quantitative approaches in common applications of the five forces framework, as well as the analysis allocation into a series of qualitative lists. These types of evaluations of industry conditions are commonly imprecise and serve as weak replacements for the strictness that was initially underlined and recommended.
· Lack of strategic understanding - A major concern with the misuse of Porter's five forces framework is the idea that the framework is primarily a tool for assessing the attractiveness of an industry, rather than a strategic understanding of how companies can compete more effectively in that industry.
Furthermore, Johnson (2014, cited in Isabelle et.al, 2020) states that medium to major changes need to occur in this framework, in order to alleviate the shortcomings associated and aid proper implementation or analysis. 


[bookmark: _Toc117588854]Overview and exemplification
In the following, let’s have a closer look on each of these forces and try to understand them better.
1) The threats of new entrants
New potential competitors may enter your market and can have a negative implication on your business. Competitors can generate opposition and weaken your stance if its financially viable for them to do so. As such, Wellner and Lakotta (2020) argue that, industries with high profit margin draw new businesses with a varied range of capabilities striving to capture market share. These businesses are motivated by the already established economic prosperity within these markets.
2) Suppliers bargaining power
If suppliers can effortlessly raise their prices or lower the quality of their goods, they gain power. Suppliers have a lot of what we call supplier bargaining power, if they are the sole provider of a particular service. In such a case, businesses have little to chose from and are often driven into expensive contracts due to the lack of alternatives. 
3) Buyer bargaining power
In an industry, buyers have what we call buyer power, if there are comparably few of them in contrast to the number of suppliers. This entails that switching to new, less expensive competitors may be straightforward for them, which could ultimately result in price cutbacks. This is a simple correlation between supply and demand, where the supply outnumbers the demand (buyers) thus creating a competitive space in which said buyers have the power of choice. 
4) Threat of substitutes
This threat is always visible and observable on any market. New products may enter the market as alternatives to the industries staple. The probability of them being viable is driven by a number of factors such as: 
· Price point – if the alternative is cheaper than the industries product.
· Quality – if the alternative is of greater or at least equal quality as the industries product.
· Purpose – if the alternative or substitute serves the same purpose but in a better or more efficient way.
On the other hand, if the substitute is more expensive, of lower quality and doesn’t perform as it should, then the probability of success for said substitute is very low.
5) Current industry rivalry
Competitive rivalry typically manifest itself as a battle for position between firms in a given market. It’s all about action and re-action. One company might seek to gain strategic advantage, thus, for example, lowering the price on a specific product. In response, the competition has to react and does the same, creating a vicious cycle that may harm the entire market. 
Such a practice we can see in e-commerce, specifically eBay, where sellers drive the price point lower and lower in their attempt to gain the upper hand and sell more products as quickly as possible.
We can then conclude that Porter’s five forces as a framework is relevant and viable but as we explained, faces various challenges and criticism for its rigidity, lack of depth in its representation or its strategic understanding. Understanding the business and its potential could be helped by using supplemental modelling tools. The BCG matrix can be used by manufacturing businesses to determine the position of their product within the market and its potential growth relative to competition. Value chain analyses enables businesses to create value for customers by identifying primary and supportive activities. Another way of complementing Porter’s five forces is through the use of the PESTEL analysis, which we covered above. 

[bookmark: _Toc117588855]CONCLUSIONS
In my work, I have initially covered and defined the business environment as a concept, as well as higher education sector. This has been done in order to understand the core principles and characteristics associated and providing a coherent starting point for my work. I have then used the PESTEL framework to analyze the various factors impacting businesses in general, as well as in the context of higher education. I have given practical examples in this regard and in some cases, used our university (UWTSD) as the subject of our analysis. I have then defined Porter’s five forces, presented its challenges and elaborated on each of them individually.
We can observe how the business environment is highly volatile and provides both opportunities and threats alike. In order for businesses to thrive or at the very least, survive, they must critically asses the environment created and understand the various factors that affect them. 
In the case of higher education sector, we can observe the unprecedented challenges it has to overcome and how these challenges shape the way universities function and perform. Various factors such as governmental funding cutbacks or the decrease in enrollment have negatively impacted higher education institutions from a socioeconomic standpoint. From a legal and political perspective, Brexit has brought on additional implications and challenges that universities have to overcome. On the other hand, technological advancements have provided opportunities to said institutions, by enabling them to continue their activity even in the face of environmental adversities. E-learning is slowly but surely reaching a point where it will become a viable solution for alternative ways of delivering education to students across the world. 
It is safe so assume that the higher education sector needs to evolve and re-shape in order to meet these various challenges presented. We have seen how during the COVID-19 pandemic, some universities quickly adapted by seeking additional governmental support, cost reduction in various fields of expenditure or reassessing the way they deliver education and finding alternatives to traditional on campus lectures. This capacity for adaptability will determined which higher education institutions will remain relevant and operational in the future. 
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