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Introduction
Human Resource Management (HRM) plays a fundamental role in helping organisations achieve their strategic objectives by ensuring they attract, develop and retain a skilled workforce. Human Resource Management (HRM) encompasses strategic and operational activities designed to attract, develop, motivate and retain employees while supporting the achievement of organisational objectives (Armstrong and Taylor, 2023). Key HR functions include recruitment and selection, training and development, performance management, and employee relations. Recruitment and selection enable organisations to attract individuals with the skills and knowledge required to achieve business objectives, while training and development enhance employees' capabilities and prepare them for changing organisational needs (Bratton and Gold, 2023). Performance management ensures that employee performance is monitored, evaluated and aligned with organisational goals, whereas effective employee relations help to promote employee engagement, communication and a positive working environment (Dessler, 2020). Together, these functions contribute to improved productivity, employee satisfaction and long-term organisational performance. This report evaluates how internal and external environmental factors influence the effectiveness of HR managers within a global organisation. The PESTLE model is used to examine how political, economic, social, technological, legal and environmental factors shape HR practices and decision-making. IKEA has been selected as the organisation for analysis because it operates globally through stores and e-commerce across more than 60 markets and employs approximately 222,000 co-workers worldwide, making it an appropriate example of a multinational organisation facing diverse environmental influences. The report first explains the PESTLE model and its relevance to HRM before applying the model to IKEA's HR practices. It then evaluates how differences in national culture, legal systems and economic conditions affect HR managers' effectiveness before concluding with the future implications for HR professionals operating in an increasingly dynamic global business environment.


 Internal and External Environment
Understanding the business environment is essential for organisations because internal and external factors can significantly influence organisational performance and decision-making. One of the most widely used strategic tools for analysing the external business environment is the PESTLE model. PESTLE examines six key external factors—Political, Economic, Social, Technological, Legal and Environmental—that may create opportunities or challenges for organisations (Johnson, Scholes and Whittington, 2020). By analysing these factors, organisations can better anticipate changes within their operating environment and develop strategies that support long-term success.
Political factors refer to government policies, taxation, employment legislation, trade agreements and political stability, all of which can influence organisational operations and workforce management. Economic factors include inflation, unemployment rates, labour market conditions and economic growth, which affect recruitment, employee retention and reward strategies. Social factors relate to demographic changes, employee expectations, cultural values and workforce diversity, requiring HR managers to develop inclusive policies and promote employee wellbeing. Technological factors involve advancements such as artificial intelligence (AI), digital recruitment platforms and online learning systems, enabling HR departments to improve recruitment efficiency, employee development and performance management. Legal factors include employment legislation, equality laws, health and safety regulations and data protection requirements, which organisations must comply with to minimise legal risks. Finally, environmental factors reflect growing concerns regarding sustainability, climate change and corporate social responsibility, encouraging organisations to adopt environmentally responsible HR practices and support sustainable business objectives (Kotler and Keller, 2022).
The PESTLE model offers several advantages. It provides organisations with a structured framework for identifying external influences, supports strategic planning and enables managers to anticipate changes that may affect organisational performance (Johnson, Scholes and Whittington, 2020). For HR managers, PESTLE can improve workforce planning by identifying future labour market trends, skills shortages and legislative changes that require adjustments to recruitment, training and employee development strategies. However, despite its usefulness, PESTLE also has limitations. The model focuses primarily on external factors and does not consider an organisation's internal strengths and weaknesses, meaning it should be used alongside other strategic tools, such as SWOT analysis (Sammut-Bonnici and Galea, 2015). Furthermore, external environments change rapidly, particularly due to technological innovation and global economic uncertainty, meaning information obtained from a PESTLE analysis can quickly become outdated.
The PESTLE model has a direct relationship with Human Resource Management because each external factor influences core HR functions. Political and legal changes may require HR managers to revise employment policies and ensure compliance with labour legislation. Economic conditions can influence recruitment activity, salary structures and workforce planning, while social trends shape diversity, inclusion and employee wellbeing initiatives. Technological developments encourage investment in digital HR systems and continuous employee training, whereas environmental concerns increasingly require HR departments to promote sustainability through recruitment, training and organisational culture. Consequently, understanding the external business environment enables HR managers to make informed decisions that support organisational objectives while responding effectively to changing global conditions (Armstrong and Taylor, 2023).


Organisation Application
IKEA's global workforce includes approximately 222,000 co-workers across more than 60 markets, requiring HR managers to develop people management strategies that balance global organisational values with local employment practices (Inter IKEA Group, 2024).
IKEA’s Human Resource practices are strongly influenced by its organisational values, including togetherness, responsibility and continuous development. In relation to recruitment, IKEA focuses on attracting employees who demonstrate values that align with its culture, rather than focusing only on technical skills. The organisation promotes diversity and inclusion within its workforce to ensure employees from different backgrounds are represented (IKEA, 2024).
Training and development are also important elements of IKEA’s HR strategy. The organisation invests in employee learning opportunities to improve skills, support career progression and prepare employees for changing business requirements. Performance management within IKEA focuses on employee development, feedback and alignment between individual contributions and organisational objectives. Furthermore, employee relations are supported through communication, wellbeing initiatives and efforts to create an inclusive working environment.
However, managing HR practices across different countries requires IKEA’s HR managers to adapt their approaches according to local conditions. Differences in employment legislation, cultural expectations, economic conditions and technological development mean that HR strategies cannot be identical in every market. Therefore, understanding environmental influences through frameworks such as PESTLE is essential for IKEA’s HR managers to maintain effectiveness across global operations.
Application of the PESTLE Model
The PESTLE model demonstrates how external environmental factors influence IKEA’s HR practices and the effectiveness of its HR managers. As a multinational organisation, IKEA operates within different countries where political systems, economic conditions, cultural expectations, technological developments, legal requirements and environmental pressures vary significantly. These factors influence how HR managers recruit, train, motivate and retain employees.
· Political Factors
Political factors can significantly influence IKEA’s HR management because government decisions and employment policies differ between countries. Changes in immigration policies, taxation, trade regulations and labour market policies can affect workforce planning and recruitment strategies. For example, restrictions on migration in certain countries may reduce the availability of skilled employees, requiring HR managers to adjust recruitment approaches and invest more in employee development.
Additionally, political stability can influence business confidence and employment opportunities. HR managers operating in countries with unstable political environments may face difficulties related to workforce retention, operational uncertainty and changing employment regulations. Therefore, IKEA’s HR managers must continuously monitor political developments to ensure that workforce strategies remain suitable for each country.
· Economic Factors
Economic conditions directly affect IKEA’s ability to manage its workforce effectively. Factors such as inflation, unemployment rates, wage expectations and economic growth influence recruitment, compensation and employee retention strategies. For example, during periods of high inflation, employees may demand higher wages due to increased living costs, creating pressure for organisations to review reward systems (Armstrong and Taylor, 2023).
Different countries also experience different labour market conditions. In developed economies, IKEA may face challenges related to labour shortages and competition for skilled workers, while in developing markets the organisation may have access to larger labour pools but may need to provide additional training. Consequently, HR managers must adapt compensation packages, recruitment methods and development programmes according to local economic conditions.
· Social Factors
Social factors are particularly important for IKEA because the organisation operates across culturally diverse markets. Differences in values, attitudes towards work, employee expectations and communication styles influence how HR managers manage employees. Hofstede’s cultural dimensions theory highlights those national cultures influence workplace behaviour, leadership preferences and employee motivation (Hofstede, Hofstede and Minkov, 2010). For example, employees in some countries may prefer individual recognition and personal achievement, while others may value teamwork and collective decision-making. Therefore, IKEA’s HR managers must consider cultural differences when designing performance management systems, leadership approaches and employee engagement strategies. Failure to recognise cultural differences may reduce employee satisfaction and negatively affect organisational effectiveness.
· Technological Factors
Technological development has transformed HR management by introducing digital recruitment platforms, online training systems and data-driven decision-making. IKEA’s HR managers can use technology to improve recruitment efficiency, provide flexible learning opportunities and analyse workforce information.
However, technological changes also create challenges. Increased automation and digitalisation require employees to develop new skills, meaning HR managers must invest in continuous learning and reskilling programmes. Furthermore, differences in technological access between countries may affect how consistently IKEA can implement digital HR systems globally.
· Legal Factors
Legal factors represent one of the most significant challenges for multinational organisations because employment laws vary between countries. IKEA must comply with different regulations relating to minimum wages, working hours, employee rights, equality legislation and health and safety requirements.
For example, HR managers operating within European countries must consider regulations such as the General Data Protection Regulation (GDPR), which affects how employee information is collected and stored. In contrast, other countries may have different approaches to employee protection and workplace regulation. These differences require HR managers to maintain flexibility while ensuring legal compliance in every market.
· Environmental Factors
Environmental concerns increasingly influence HR management as organisations face pressure to improve sustainability practices. IKEA has made sustainability a central part of its business strategy, which also affects HR practices through employee awareness, training and organisational culture.
HR managers can support environmental objectives by recruiting employees who demonstrate sustainability values, providing environmental training and encouraging responsible workplace behaviours. However, expectations regarding sustainability may differ between countries depending on government policies, consumer awareness and economic development. Therefore, HR managers must adapt sustainability-related initiatives to local conditions while maintaining IKEA’s global environmental commitments.
Evaluation of Country Differences
The impact of PESTLE factors differs significantly between countries due to variations in culture, legislation and economic circumstances. For example, IKEA’s HR managers in Sweden operate within a country known for strong employee protections, equality policies and collaborative workplace cultures. In comparison, HR managers operating in countries such as China or the United States may face different legal frameworks, employee expectations and labour market conditions.
These differences demonstrate that effective global HR management requires a balance between standardisation and localisation. While IKEA benefits from maintaining consistent organisational values worldwide, HR managers must adapt specific practices to suit local environments. Therefore, the PESTLE model highlights that external environmental awareness is essential for HR managers because it allows them to make informed decisions, manage risks and support organisational performance in different international markets.



Conclusion
Human Resource Management plays a vital role in enabling organisations to achieve their strategic objectives by attracting, developing and retaining a skilled and motivated workforce. Throughout this report, it has been demonstrated that HR functions, including recruitment and selection, training and development, performance management and employee relations, are essential for supporting organisational performance and maintaining a competitive advantage. The report also established that the PESTLE model is an effective strategic framework for identifying external environmental factors that influence organisational decision-making and HR practices. Although the model has limitations, such as its focus on external factors and its inability to predict future changes, it remains a valuable tool for understanding the business environment and supporting strategic planning (Johnson, Scholes and Whittington, 2020).
The analysis of IKEA demonstrated that operating across multiple countries presents both opportunities and challenges for HR managers. Political, economic, social, technological, legal and environmental factors all influence how HR policies are developed and implemented. Furthermore, differences in national culture, employment legislation and economic conditions require IKEA’s HR managers to balance consistent global values with local adaptation. This flexibility enables the organisation to recruit, develop and retain employees while remaining compliant with local regulations and responding to changing workforce expectations (Armstrong and Taylor, 2023).
Looking ahead, HR managers are likely to face increasing challenges resulting from rapid technological advancement, artificial intelligence, sustainability expectations, demographic changes and ongoing global economic uncertainty. These developments will require HR professionals to continuously review organisational strategies, invest in employee development and embrace innovation while maintaining employee wellbeing and organisational performance. Ultimately, organisations that proactively monitor environmental changes and adapt their HR practices accordingly will be better positioned to achieve sustainable success in an increasingly competitive global business environment.
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