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HR Functions: There are different functions included in human resources, such as recruitment and selection, performance management, training and development and human relations. Recruitment is the process of attracting and selecting the top talent with the purpose of fulfilling the skill gaps and vacant roles in the organisation. Through training and development, businesses gain the opportunity to develop the skills, expertise and knowledge of the employees to a great extent. Performance management is also a crucial aspect to meet the performance standards in the organisation, provide feedback to the employees and meet the business goals in an appropriate way (Stone et al., 2024). It is important to develop and maintain an effective and positive culture in the workplace where all employees feel valued and appreciated to contribute their best to the workplace. All the functions play a vital role in hiring the right talent who have the potential to fulfil the needs and requirements of the company and manage them to retain them for a long period of time. Employees are the most valuable asset in the organisation, and to manage them, the functions of HR are valuable.
Report structure: The report will select a valuable business environment model, PESTLE analysis, to highlight its significance in understanding the business environment, along with its limitations. A global organisation, HSBC, will be selected to show the impact of the business environment on HR practices. The human resource practices of the organisation will be described in detail. 
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Figure: PESTLE Analysis 
Source: (Peterdy, 2022)
Business Environment Model: One of the most relevant business environment models that can be mentioned here is PESTLE analysis. It is referred to as a strategic framework to understand the macro environmental factors such as political, economic, social, technological, legal and environmental factors. In this way, recognise the risks and opportunities related to the business and support the strategic planning accordingly to make the key business decisions (CIPD, 2026). There are political stability, government policies, tax regulations and trade tariffs that are included in the political factors. On the other hand, there are economic factors such as inflation, interest rates and economic growth that affect the business in different ways. Furthermore, the social factors such as lifestyle trends, customer attitudes and cultural shifts have the potential to affect the business. Apart from this, the technological factors are innovation, research and development and technological awareness. The key legal factors that can be mentioned are employment laws and health and safety regulations. The environmental factors are climate change, practices of sustainability, and ecological factors that affect the business through different aspects (Peterdy, 2022). Therefore, the factors of the framework are effective in achieving an insight into the external context of the business operations. Furthermore, it is effective to identify the risks that can be raised in the business environment and stay prepared to mitigate them in an effective way. Therefore, the proper application of this model is effective in staying aware of the shifts and changes in the market and mitigating them to a great extent. 
Link to HR Functions: The aspects of the labour market, demand for labour and economic conditions are affected by factors such as political factors, social and economic factors. In addition to this, it becomes important to provide them with work-life balance, remote work culture, and employee benefits as per the demand in the social environment. The work life of the employee becomes affected by technological factors such as automation, artificial intelligence and the integration of digital platforms. Due to the legal factors, there are many changes emerging to the health and safety laws, minimum wages and discrimination regulations. Being affected by the environmental factors, it becomes crucial for the companies to set sustainability goals and implement corporate social responsibility initiatives, and meet them by keeping employees prepared accordingly. These aspects affect the human resource policies in the workplace as employers recruit those employees who have expertise and knowledge in these aspects (Bratton et al., 2021). Therefore, the higher authority of the company needs to stay attentive towards the technological challenges and conditions of the market and try to address them with the recruitment of the right candidates. As per the environmental, legal and political changes in the market, employers are seen to provide training and development opportunities to their employees. Being unable to cope with the changes and requirements of the key factors can affect the overall reputation of the business in the market as well as the industry. 
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Figure: HSBC
Source: (HSBC, 2026a)
Organisation introduction: The selected organisation for the task is HSBC UK, as it plays a vital role in supporting the financial health of individuals and communities across the United Kingdom (HSBC, 2026a). It is known as one of the largest financial organisations in the world and is known for serving more than 41 million customers across 56 markets. The business has its presence in the markets of America, Asia, Europe, the Middle East and Africa. Apart from this, the business has more than 211,479 full-time employees all over the world. On 31st December 2025, the amount of customer deposits was 1.8 trillion dollars. In the year 2025, dividends paid per share were 0.75 dollars (HSBC, 2026b). The recent data reflect that there are around 6.7 million international customers of the bank. In the UK, the company has more than 15 million active customers, and there are 23,900 colleagues (HSBC, 2026a). 
HR Practices: As part of the human resource practices, the company uses online assessments and structured interviews for the talent recruitment and selection process. There is a presence of an everyday performance and development culture to gather feedback from customers and then develop the corporate strategies accordingly. HSBC provides competitive incentives to its employees, such as annual incentives, and this type of approach helps to attract and retain talented employees for a long period of time. The business is highly focused towards the well-being of the workers and develops an inclusive culture for the decision-making process (HSBC, 2026c). 
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HSBC PESTLE Analysis: Impact on HR Practices
Political Factors: Due to the regulatory changes in the major hubs like London, Hong Kong, and New York required HR to constantly update compliance training and the money laundering certifications and restructuring in response to geopolitical tensions. 
Economic Factors: High inflation or recession leads to cost-cutting, hiring freezes or salary restructuring (Johnstone, 2024). Conversely, strong economic growth requires aggressive talent acquisition, which impacts the recruitment strategies of HSBC. Hence, the brand needs to focus on these aspects when it comes to making operational changes.
Social Factors: Due to an ageing population in the Western market versus a youthful workforce in Asia, changes in workforce planning, diversity initiatives, and benefit packages (Pacheco and Neumann, 2024). Education assistants and healthcare are also needed to be provided by the brand in these markets, and it can cost a hefty amount to the company. 
Technological Factors: Recent times have seen the execution of new technological interferences, and these interferences include AI and automation in fintech (Chikri and Kassou, 2024). This necessitates the execution of upskilling existing staff and recruiting new talent proficient in digital technology, while downsizing traditional roles. 
Legal Factors: These days, labour law, immigration rules, and health/safety regulations are very tough, and it is essential for them to dictate the hiring procedure as well as the working hours based on the same. An HR team is needed to ensure that compliance is well maintained with the local labour laws across all the operating countries to avoid penalties (Latilo et al., 2024). 
Environmental Factors: Sustainability targets need to be maintained, which influences employee engagement in environmental, social, and governance goals, including green initiatives in the workplace. HSBC is needed to execute all these green initiatives in their operations so that they can meet the sustainability target and influence them to engage. 
Influence on HR Managers' Effectiveness
External Factors: HSBC HR managers must exercise high agility to navigate rapid external shifts (Hans and Dsouza, 2025). These external shifts include AI integration and regulatory changes, which allow them to avoid massive legal liabilities. This requires the company to immediately adapt the policies to meet new compliance standards and AI governance, particularly as a supervisor who tightens the scrutiny on the strategies exerted within the digital and ethical AI landscape. 
Internal Factors: The effectiveness of HSBC’s HR during restructuring is often seen to be forced by economic downs, which relies on transparent communication so that they can maintain employee morale and engagement. The brand needs to align its corporate culture with change management to ensure that workforce reductions or shifts do not destroy productivity (Hans and Dsouza, 2025). This requires the HR to act as a crucial link between the management and the staff during turbulent times. 
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Culture
For a multinational organisation like HSBC, balancing cultural distance is crucial in terms of high power-distance Asian markets such as Hong Kong, India, and more. HSBC’s HR is likely to adopt a top-down, hierarchical communication style. Conversely, in low-power-distance markets like the UK, HR engagement is more horizontal and promotes empowerment (Mim, 2023). All of this while they are fostering collaboration. The strategy provides focus on respecting seniority, hierarchical structures and directive leadership, where top-down directives are expected by employees. The HR promotes participative management, employee empowerment and direct communication between employees and senior managers. Concerning all these, HSBC needs to align its HR practices with local culture to ensure employee commitment. Particularly when it comes to dealing with varied expectations regarding power and authority. 
Legal Regulations
Strict European labour protections and high compliance costs make downsizing costly for banks like HSBC, requiring strategies focusing on natural attrition, voluntary severance, and negotiation with work councils rather than immediate layoff. These rigid regulations, often cited as a cause of high unemployment, contrast with more flexible, less regulated markets, forcing a segmented, region-specific approach to workforce reductions (Pacheco and Neumann, 2024). The high cost of compliance and complex employee-friendly laws, especially in the UK and European banking sectors, demand proactive restructuring rather than reactive firing (Mim, 2023). 
Economic Conditions
The HR strategy of HSBC adapts to diverse economic conditions by focusing on long-term incentives to prevent retention in developed markets, such as the UK or Hong Kong. All this while focusing rapidly over high volume hiring and accelerated training programs in high-growth developing markets. This approach integrates skill shortages in terms of emerging regions and stabilising specialised teams in mature ones. 
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Analysis of the approach made by HSBC confirms that the proactive human resource management needs to align with the environmental factors, specifically technological advancement, regulatory changes, and social values, so that they can achieve strategic goals and ensure employee motivation. Effective HR acts as a stabiliser, adapting to the external pressure so that they can foster productivity and sustain long-term business success in a globalised, often chaotic landscape. HRM strategies need to continuously evolve so that they can reflect changes in the external environment, including social, economic, technological, and political shifts. Effective HR management connects the strategic goals of people management with the company to increase productivity through employee well-being. Moreover, ignoring the labour laws and environmental standards can create a risk of harming both employees and the company's reputation.
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Technological Transformation
HR managers need to navigate rapid digitalisation and remote work, with a significant expansion of digital tools expected to reshape the workplace. Key shifts involve balancing AI adoption with human-centric skills utilising data-driven decision-making and leveraging remote work to increase productivity and employee satisfaction. A model of HSBC research was found to be highly effective.
ESG Integration
Integrated environmental, social, and governance principles allow critical ethical and sustainable growth shifts seen within HR from an administrative perspective to a strategic driver of green culture and risk management. Future-focused HR practices and needs to be embedded with sustainability targets into recruitment performance management and employee engagement to foster a green compliant workforce. 
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