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Introduction
Human resources management (HRM) functions, such as recruitment and selection, training and development, performance management, and employee relations, constitute the operational core through which organisations translate strategic objectives into operational capabilities (Armstrong & Taylor, 2014). Recruitment and selection ensure that organisations attract and retain people with the right skills to maintain their competitive edge, while training and development build the skills necessary to adapt to changing market and technological conditions (Torrington & Others, 2020). Performance management aligns individual contributions to organisational goals, and employee relations maintain the quality of the working relationship, including engagement, voice, and compliance with regulations (Marchington et al., 2025). Together, these functions determine whether an organisation can implement its strategy through people; a weakness in any one of them can undermine the organisation's performance, the well-being of its employees, and the legitimacy of its actions in the eyes of those involved (Vilas Boas, 2024).
 Internal and external environmental forces constantly shape the resources, constraints, and choices available to organisations, especially those with global operations, where local variations in legal, economic, and cultural contexts add to the complexity of HR decision-making (Cross & Swart, 2022). 
This report examines how these environmental factors affect the effectiveness of human resources managers, using Unilever as a reference organisation. 
Internal And External Environment
There are several models for analysing the business environment that influences HRM, including SWOT, Porter Five Forces and PESTLE. This report adopts the PESTLE analysis as it provides a comprehensive view of the external macro environment relevant to human resources, encompassing political, economic, social, technological, legal and environmental factors (CIPD, 2024). Policy factors include government stability, trade policy and geopolitical conflict; economic factors include inflation, labour market conditions and exchange rates; social factors include demographic change, labour expectations and cultural norms; technological factors include automation and digital recruitment tools; legal factors include labour law and data protection; and environmental factors include sustainability regulation and climate risk (Torrington et al., 2020).
The usefulness of PESTLE lies in its structured, comprehensive coverage of the external environment, enabling HR managers to anticipate changes rather than just react to them. It supports scenario planning, informs staff and succession planning, and helps organisations stay legally compliant across all jurisdictions (CIPD, 2024). For multinational organisations, PESTLE is particularly valuable as it can be used at both global and country levels and can be used when local conditions deviate from assumptions made at headquarters (Marchington et al., 2025).
However, PESTLE has limitations. It is more a descriptive tool than an analytical one: it identifies external factors but does not indicate their relative importance, probability, or an organisation's ability to react (Armstrong & Taylor, 2014). It is also static, offers a snapshot of a rapidly changing environment, and risks becoming obsolete soon after completion; its categories may overlap, leading to factors being sometimes incorrectly classified. As it does not address internal organisational capacity, PESTLE can best be used in combination with internally focused tools, such as SWOT analysis, to provide a more comprehensive picture of external threats and opportunities, as well as internal resources and capabilities (Torrington et al., 2020). By contrast, the Porter Five Forces focus on industrial competitiveness and are less suited for a broad analysis of labour and regulation, whereas SWOTs capture internal strengths and weaknesses which PESTLE misses completely (Marchington et al., 2025). The combination of instruments, therefore, compensates for PESTLE's narrower, external focus.
Internal environmental factors also shape the effectiveness of HR managers, even though PESTLE is primarily an external instrument. Organisational culture, support to management, resources allocated to HR functions, and the maturity of HR information systems all determine how far HR managers can translate external insights into effective policies (Armstrong & Taylor, 2014). For example, an organisation with strong senior management engagement and integrated human analytics can respond much faster to external technological shifts, such as AI-enabled recruitment, than one without strategic influence or investment in HR. This distinction between the internal and external environments reinforces why PESTLE analysis is most effective when combined with an internal-oriented framework such as SWOT, which allows managers to assess not only what is happening out there but also whether the organisation has the internal capacity to respond (Torrington et al., 2020).
The link between PESTLE and the human resource’s function is straightforward. Political instability or restrictive immigration policies may limit recruitment and international mobility; economic downturns may force cost-oriented labour planning and wage bargaining; social changes, such as the shift in expectations towards flexible work, will change employee relations and engagement strategies; technological change will transform recruitment, training and performance management with digital and artificial intelligence tools; and regulatory changes will require continuous updating of HR policies and training; and environmental regulation will shape the branding of businesses (Vilas Boas, 2024). Understanding these links enables human resources managers to move from a reactive, administrative role to a proactive, strategic one.
Organisation Application
Unilever is a British multinational consumer goods company active in beauty and wellbeing, personal care, home care, and food products, with products sold in over 190 countries and reaching an estimated 3.7 billion consumers every day (Unilever, 2026). The company employs around 97 000 people worldwide, with the largest concentrations in India, the USA and Indonesia, reflecting the diversity of workers in both developed and emerging markets (Statista, 2025).
The HR function at Unilever operates on a decentralised model: the Global Chief HR Officer sets the overall human resources strategy, with regional HR executives adapting recruitment, training, performance management, and staff relations procedures to local labour markets while maintaining global standards (Marchington et al., 2025). 
Recruitment is increasingly technology-based: the Unilever Future Leaders programme uses artificial intelligence-driven, gamified psychometric assessments to screen many global applicants consistently, regardless of location. Training and development are carried out through structured global programmes, such as regional management traineeships, complemented by continuous digital learning. Performance management is governed by a global framework, which was renewed in 2025 around four organisational priorities, namely motivation, coaching, talent management and rewiring for performance, which should be applied consistently across all markets, while allowing regional HR managers discretion in the way they target and interact with staff (Marchington et al., 2025). Employee relations are shaped by long-standing partnerships with trade unions and works councils, particularly in Europe, Africa, and Asia, where more than half of the workforce is covered by collective agreements (Stavrou et al., 2023).


Application Of Model
The PESTLE factors interact directly with Unilever's human resources practices and often test HR managers' ability to remain effective in a very different context. 
Political
Politically, geopolitical conflict directly affects Unilever's operations: in 2026, it imposed a global hiring freeze in response to the instability associated with the US-Iranian conflict (CNBC, 2026), demonstrating how political risk can overwhelm normal planning of staff and limit the ability of HR managers to implement their recruitment strategy on time. 
Economical
From an economic point of view, the proposed 65-billion-dollar merger of Unilever's food business with McCormick, agreed in 2026, required HR to negotiate a two-year contract of protection for employees in all European operations, showing how important decisions on economic and corporate restructuring put HR managers in charge of managing employee anxiety, retention and legal obligations at the same time (The Daily Record, 2026). 
Social 
The Unilever scale, which spans 190 countries, means that HR managers must reconcile globally consistent corporate branding and diversity commitments with markedly different social norms across regions (Vilas Boas, 2024).
 Technological
The move to AI-enabled, gamified recruitment assessments used in the Future Leaders programme has enabled Unilever to process a very large number of applications while increasing the rate of completion and the diversity of candidates (Bandara et al., 2025), but it also creates new legal and ethical requirements for HR managers to verify the fairness of the algorithms and avoid discriminatory bias in the automated screening process. 
Legal
Unilever has to comply with a patchwork of labour laws in all its countries of operation, ranging from EU-level requirements enforced in part by its European Works Council to markedly different labour codes in Asia and Africa, and its 2026 global agreement with the trade unions to limit temporary employment demonstrates that HR managers actively shape the legal and industrial relations risk rather than merely comply with it (Industrial Global Union, 2026).
Environmental 
Sustainability regulation increasingly affects reward structures and reporting obligations, requiring HR to link executive and employee incentives to environmental targets (CIPD, 2024).
These environmental forces do not affect Unilever's activities in the same way; their impact varies significantly from country to country. Cultural differences shape employee-relationship practices: in markets with strong collectivistic traditions and established trade union structures, such as most of Western Europe, HR managers need to invest heavily in formal social dialogue and labour-market involvement, while in more individualistic markets with less union density, HR managers rely more on direct channels of communication, such as employee-led platforms (Torrington et al., 2020). Legal regulation also varies considerably: European employment law provides for strong collective consultation rights and protection of the works councils, as seen in the McCormick workers' protection agreement, while the regulatory environment in some emerging markets imposes fewer formal restrictions on restructuring but more informal reliance on relations with local authorities and community stakeholders (Marchington et al., 2025). Economic conditions further differentiate the practice of HR; in India, where Unilever has the largest concentration of employees, HR is required to manage cost-sensitive, high-volume recruitment and large-scale graduate programmes, while in more cost-sensitive markets like the US, HR faces greater pressure to compete for and retain specialised talent (Statista, 2025).
These external effects are compounded by internal environmental factors. As the HR function at Unilever is deliberately decentralised, the effectiveness of regional HR managers in responding to environmental change depends heavily on the resources, decision-making autonomy, and local market knowledge at their disposal (Armstrong & Taylor, 2014). In fast-growing markets such as Brazil, currently the fastest-growing Unilever market, HR managers must balance rapid expansion with continuing compliance with Unilever's global standards of compliance and sustainability, while in more mature European markets, they spend a proportionate amount of time renegotiating established collective agreements in the context of restructuring. This internal variation in resources and autonomy, combined with the external factors of PESTLE, means that the effectiveness of HR managers in all of Unilever's operations cannot be assessed against a single global benchmark but must instead be assessed in relation to the specific configuration of internal capacity and the external pressures that exist in each country.
This variation illustrates a larger theoretical point: the effectiveness of HR managers is not only a function of designing a global HR policy, but also their ability to translate it in ways that remain locally legitimate. As Cross and Swart (2022) argue in relation to freelancing, traditional HRM assumptions based on standardised, organisational relations with work do not travel well across national contexts; the same caution applies when the single global HR model risks losing its relevance if it is not adapted to local political, legal, economic and cultural realities.
Conclusion
Human resources functions, in particular recruitment, training and development, performance management, and staff relations, are essential to an organisation's performance, but their performance is constantly shaped by political, economic, social, technological, legal, and environmental forces. The PESTLE analysis is a useful and structured way to understand these forces, but it works best when combined with internally focused tools.
The Unilever experience shows that global organisations face several overlapping national environments, each with its own legal regimes, cultural expectations and economic realities. Effective HR managers in these organisations therefore need to combine global consistency in company branding, technology platforms, and core human resources frameworks with genuine local adaptation in employee relations, remuneration, and compliance practices. Looking ahead, HR managers in global organisations will face increasing environmental pressures: geopolitical instability, accelerating AI adoption in recruitment and performance management, tightening regulation of data protection and algorithmic liability, and growing expectations of sustainability and CSR. Building organisational and personal agility, together with a strong environmental screening capability and continued investment in internal human resources, will be essential if HR managers are to remain effective strategic partners in an increasingly volatile global business environment.
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