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Introduction 

Human resource management (HRM) is essential for organisational efficacy since it 

involves the strategic administration of personnel and the synchronisation of employe 

skills with corporate goals. Effective HRM practices can strengthen employee 

capabilities, motivation and contribution, supporting organisational performance (Jiang 

et al., 2012). In multinational corporations like IKEA, these duties are especially crucial 

since HR managers are required to enforce organisational principles while 

accommodating variations in labour markets, legal frameworks, cultural norms, and 

employment expectations across different nations (Song, 2021). 

Recruitment and selection represent a fundamental HR activity that enables 

businesses to draw in and designate persons with the necessary competences for 

specific positions. Efficient hiring practices can enhance the alignment between 

individuals and organisations, hence augmenting staff quality and retention (Phillips 

and Gully, 2015). Training and development subsequently augment employees' 

expertise and skills while equipping the workforce for technological and organisational 

transformation. Aguinis and Kraiger (2009) contend that effectively structured training 

yields advantages for people, groups, and organisations. Performance management 

is equally crucial as it sets expectations, assesses employee contributions, and aligns 

individual performance with strategy objectives (DeNisi and Smith, 2014). 

This paper assesses how environmental factors affect HR managers at IKEA. 

Subsequent to this introduction, the Internal and External Environment segment 

rigorously analyses PESTLE as the primary analytical framework and delineates its 

connection to HR operations. The Organisation Application section introduces IKEA 

and its international HR practices, while the Application of Model section evaluates 

how PESTLE factors affect HR management across different national contexts. The 

Conclusion summarises the findings and considers their implications for HR managers. 

Internal and External Environment 

PESTLE as a Framework for Analysing Business Environments 

The efficacy of human resource management cannot be comprehended in isolation 

from the context in which an organization functions. Organisations function as open 

systems, with their employment practices shaped by internal attributes and broader 

institutional contexts. Jackson and Schuler (1995) recognise organisational strategy, 
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structure, size, and technology as crucial internal contextual factors, whereas labour 

market conditions, national culture, legislation, political circumstances, and wider 

social settings serve as notable external impacts. Thus, HR managers in global 

corporations must consistently align internal strategy needs with the circumstances 

presented by various geographic contexts. 

PESTLE is a structured methodology for analysing the political, economic, social, 

technical, legal, and environmental influences affecting an organization. From a 

human resources standpoint, political elements consist of governmental policies and 

political stability, whereas economic aspects involve labour market conditions, inflation, 

unemployment, and economic expansion. Social determinants pertain to shifts in 

demographics, cultural norms, and workforce anticipations, whereas technical 

advancements influence job structuring, skill prerequisites, and employment 

configurations. Legal frameworks encompass employment regulations and equality 

mandates, while environmental factors are progressively shaping corporate 

sustainability objectives. 

The primary advantage of PESTLE lies in its extensive scope. Instead of analysing 

organisational actions just thru a competitive or financial lens, it urges managers to 

acknowledge other macro-environmental factors that may present opportunities or 

limitations. This is particularly advantageous for international corporations due to the 

significant disparities in institutional frameworks across nations. Paauwe and Boselie 

(2003) contend that HR policies should not be viewed as generally applicable practices, 

as institutional contexts influence the manner in which businesses formulate and 

execute HRM. PESTLE thus offers a suitable framework for discerning the reasons a 

global entity like IKEA would necessitate varied strategies throughout its country 

branches. 

Nonetheless, PESTLE has limitations. It mainly identifies external factors and does 

not explain organisational resources, managerial capabilities or interactions between 

influences. Classifying a factor also does not indicate its strategic importance. For 

example, advancements in technology can concurrently enhance economic 

efficiencies, modify societal expectations, and introduce novel legal issues. PESTLE 

ought to serve as an analytical foundation rather than a comprehensive account of 

organisational conduct. 
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Connecting Environmental Elements to Human Resource Operations 

Environmental assessment directly influences recruiting, training and development, 

performance management, and employee relations. Labour market dynamics can 

dictate the accessibility and expense of specific competencies, thereby shaping hiring 

approaches. Technological advancements can concurrently revolutionise hiring 

procedures and necessitate the upskilling of current staff. The legal and political 

landscapes limit HR choices via employment safeguards, work hours, equality 

mandates, and collective labour stipulations. Social and cultural disparities can also 

affect employees' anticipations about leadership, communication, career 

advancement, and workplace dynamics. 

These external influences engage with interior elements. Business strategy dictates 

the competences necessary for an organization, whereas organisational culture might 

affect hiring standards, training focuses, and anticipated employe conduct. 

Organisational framework and technology likewise influence job design and 

performance standards. Jackson and Schuler (1995) thus underscore that human 

resource management is influenced by several internal and external contextual factors 

instead of functioning as a standalone organisational endeavour. 

This connection holds significant importance on a global scale. Paauwe and Boselie 

(2003) contest exclusively universalistic perspectives on strategic HRM by illustrating 

the significance of institutional contexts in shaping HR policies. Similarly, empirical 

studies conducted by Boselie, Paauwe, and Richardson (2003) reveal that 

institutionalisation might affect the correlation between HR practices and 

organisational performance. HR managers must thereby attain strategic uniformity 

without supposing that the same approaches would be equally suitable in all situations.  

Organisation Application: IKEA 

Organisational Overview 

IKEA is a multinational retailer of Swedish origin that focuses on economical home 

furnishings, furniture, and associated household items. The company's globalisation 

commenced with its foray into adjacent European markets, subsequently broadening 

into culturally and institutionally disparate economies, positioning IKEA as a notable 

instance of a worldwide retailer striving for uniformity across national borders (Jonsson 

and Foss, 2011). Despite IKEA's historical focus on standardisation and a unique 
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Swedish management style, its global expansion necessitated adjustments to various 

market and institutional contexts. This strain is especially pertinent to human resource 

management, as employment strategies that are beneficial in one nation may not be 

directly applicable to another. 

Human Resource Practices in Various Nations 

IKEA’s international HR approach combines common organisational values with 

adaptation to host-country conditions. Recruitment therefore seeks employees who fit 

IKEA’s organisational culture while responding to local labour-market requirements. 

Training and development can support consistent organisational capabilities across 

countries, but the content and delivery may need to reflect local skills gaps and 

institutional expectations. Performance management similarly requires common 

organisational objectives while allowing for differences in national expectations 

surrounding evaluation and progression. Employee relations are particularly sensitive 

to country context because employment security, working arrangements, 

communication styles and employer-employee relationships vary between national 

systems. Research on IKEA’s Japanese and South Korean subsidiaries demonstrates 

that headquarters’ HR practices were transferred internationally but adapted in 

response to local institutional pressures (Song, 2021). 

Performance management necessitates a harmonious equilibrium between worldwide 

uniformity and regional relevance. Studies on international corporations indicate that 

the criteria for recruitment, performance evaluation, and training and development vary 

in terms of global integration and local adaptation (Kim, Pathak and Werner, 2015). 

Employee relations are notably influenced by national institutions due to the significant 

variations in expectations regarding job security, work arrangements, and employer-

employee dynamics across different nations. IKEA's branches in Japan and South 

Korea exemplify this intricacy: instead of merely replicating Swedish HR 

methodologies, these subsidiaries modified their approaches to accommodate 

institutional variances and, in certain instances, engaged with prevailing employment 

frameworks (Song, 2021).  

Application of the PESTLE Model to IKEA 

Utilising PESTLE in the context of IKEA reveals that human resource managers 

function within interrelated political, economic, social, technological, legal, and 
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environmental influences. These factors determine if IKEA can uniformly implement 

its Swedish-based HR philosophy or if it needs to modify its processes to fit local 

conditions. This matter is notably significant due to the deep integration of HR 

practices inside national institutional frameworks. Song's (2021) research on IKEA 

Japan and IKEA Korea reveals that subsidiaries adapted to institutional disparities 

while implementing HR practices from headquarters, highlighting that successful 

international HR management necessitates a balance of global cohesion and local 

adaptation. 

Political and Legal Factors 

Political and legal environments directly influence recruitment, employment contracts, 

working conditions and employee relations. Political conditions can shape labour 

policy and employment institutions, while legal requirements establish the boundaries 

within which IKEA can manage working hours, equality, termination, collective 

bargaining and employee protection. Labour laws vary between nations concerning 

working hours, termination safeguards, equality, collective bargaining, and job security. 

As a result, IKEA is unable to replicate uniform employment structures globally. HR 

executives are required to convert organisational values into regionally compliant 

procedures while preventing undue fragmentation of the worldwide employment 

framework. 

IKEA Japan illustrates this challenge, as differences between headquarters’ 

employment philosophy and traditional Japanese work practices required adaptation 

rather than simple duplication (Song, 2021). This exemplifies a constraint on the 

efficacy of HR management: managers could like uniform worldwide approaches yet 

are restricted by institutional legitimacy and local employment frameworks. 

Multinational human resource practices are influenced concurrently by institutional 

influences from both the home and host countries (Ferner et al., 2005). Effective 

human resource management relies on comprehending legal frameworks in 

conjunction with informal institutional anticipations. 

Economic Factors 

Economic conditions influence labour supply, compensation, recruitment and 

employee retention, directly affecting HR managers’ ability to secure and retain the 

skills required by IKEA. Variations in unemployment rates, labour supply, wage 
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anticipations, and talent accessibility can influence IKEA's capacity to recruit 

personnel. In challenging labor-market circumstances, HR managers can have to 

enhance company appeal, advancement prospects, and retention tactics. 

These pressures may conflict with IKEA's organisational principles. Human resources 

managers must reconcile labour expenses with employe investment, as cutting 

spending on hiring or training may yield immediate savings but could undermine long-

term worker effectiveness. PESTLE can therefore help HR managers anticipate 

economic risks, but its value depends on their ability to translate macroeconomic 

information into effective decisions on recruitment, reward, workforce planning and 

retention. 

Social and Cultural Factors 

Cultural and social disparities provide considerable obstacles for global human 

resource management. National standards on hierarchy, career advancement, job 

stability, communication, and work-life balance might affect employes' reactions to 

organisational policies. IKEA's Swedish organisational legacy cannot be presumed to 

elicit uniform employe reactions globally. 

Song (2021) presents compelling proof of this issue by contrasting IKEA's Japanese 

and Korean branches. The subsidiaries therefore adapted headquarters policies to 

both organisational and national environments. This challenges a simple 

standardisation-localisation distinction. Proficient IKEA HR managers necessitate 

contextual discernment concerning which organisational procedures ought to be 

preserved and which should be altered. 

Technological Factors 

Technological advancement influences hiring, education, performance evaluation, and 

job structuring. Digital recruiting can expand candidate accessibility, whilst digital 

learning can enhance the dissemination of training throughout global operations. 

Technology can improve HR productivity and global consistency, but may also create 

capability gaps requiring ongoing development. Nonetheless, technological 

advancement also engenders disparities in capabilities and need ongoing growth. 

Strohmeier (2020) contends that digitisation is profoundly transforming HRM and 

necessitates a reevaluation of traditional HR functions and competencies. 
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HR managers at IKEA must therefore assist employees as retail operations become 

further digitised. The efficacy of their implementation relies not only on the integration 

of technology but also on guaranteeing that employees have the requisite skills and 

that technological advancements align with both organisational and employe needs. 

Environmental Factors 

Environmental sustainability can influence IKEA’s HR strategy because the 

organisation’s sustainability priorities require employees to possess relevant 

knowledge, skills and behaviours. HR managers can therefore incorporate 

sustainability into recruitment criteria, employee training and performance 

expectations, helping align workforce behaviour with wider organisational objectives. 

This Human resource managers can facilitate organisational sustainability by 

incorporating environmental goals into employe training. Renwick, Redman, and 

Maguire (2013) recognise recruitment, training, performance management, and 

employe engagement as crucial aspects via which HRM may facilitate environmental 

management. 

Effectiveness of HR Managers and Country Differences 

PESTLE elements yield varying outcomes in different nations due to their interactivity 

rather than functioning in isolation. A conduct deemed acceptable within Swedish 

institutional and cultural frameworks may face divergent expectations in Japan or 

South Korea. The study by Song (2021) revealed that IKEA subsidiaries in these two 

nations both adjusted to institutional demands and engaged in shaping elements of 

their local employment contexts. 

Consequently, HR manager effectiveness in a multinational organisation should not 

be assessed solely by compliance with headquarters policies. It should also be judged 

by the manager’s ability to maintain organisational consistency while adapting HR 

practices to local cultural, legal, institutional and economic conditions. Proficient 

managers must align internally with IKEA's strategic objectives and organisational 

ethos while ensuring external alignment with local laws, labour markets, and societal 

frameworks.  
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Conclusion 

The analysis demonstrates that HR managers’ effectiveness in multinational 

organisations depends on the interaction between internal organisational 

characteristics and external environmental forces. However, these functions remain 

dependent on the wider business context. The utilisation of PESTLE in the context of 

IKEA illustrated how political, economic, social, technological, legal, and 

environmental elements can provide both prospects and limitations for global human 

resource management. 

The analysis also highlighted the need to balance global consistency with local 

adaptation. Data from IKEA's activities in Japan and South Korea illustrates that 

subsidiaries react variably to local institutions instead of simply imitating the methods 

of the headquarters (Song, 2021). Thus, proficient international human resource 

management necessitates maintaining strategic organisational consistency while 

suitably adjusting to national cultural norms, labour market attributes, and legal 

stipulations. 

Anticipating the future, the responsibilities of international HR managers are expected 

to grow in intricacy. Digital transformation will persist in altering HR functions, employe 

skills, and work structures, necessitating HR practitioners to enhance their 

technological and strategic proficiencies (Strohmeier, 2020). Concurrently, escalating 

sustainability demands will necessitate HR policies that promote eco-conscious 

employe conduct and include sustainability into hiring, training, and performance 

evaluation (Renwick, Redman and Maguire, 2013). For IKEA and similar multinational 

corporations, sustained HR efficacy will progressively rely on managers' ability to 

foresee environmental changes, uphold institutional legitimacy, and modify global HR 

policies while preserving organisational identity. 
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