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Human Resource Management (HRM) has an important strategic contribution in supporting organisations to meet their objectives through effective people management. Rather than being limited to administration, HRM is now widely recognised as a business-focused function that can improve organisational performance, employee commitment and long-term competitiveness (Armstrong and Taylor, 2023; Boxall and Purcell, 2022). HR managers are responsible for making sure that organisations can attract, develop, manage, and retain employees whose skills and performance align with organisational objectives. 
The central functions of HRM involve employee resourcing, training and development, performance management and employment relations. Recruitment allows organisations to find and appoint employees who have suitable skills, knowledge, and values (Torrington et al., 2020). Training and development support employees in improving their capabilities and preparing for future organisational requirements (Noe et al., 2022). Performance management helps ensure that employee objectives support organisational strategy, and that individual performance is monitored and improved (Aguinis, 2019). Employee relations are also important because they shape trust, engagement, workplace cooperation and the management of conflict between employees and managers (Marchington et al., 2020).
This report examines how environmental forces affect the effectiveness of HR managers at Unilever, a multinational consumer goods company. PESTLE is applied because it offers a structured framework for examining political, economic, social, technological, legal, and environmental influences on business decisions (Aguilar, 1967; Johnson et al., 2020). The report first discusses the internal and external business environment and evaluates the usefulness of PESTLE. It then introduces Unilever and its HR practices before applying PESTLE to assess how environmental factors influence HR effectiveness across different national contexts.

[bookmark: _Toc235202363]2. Internal and External Environment
The business environment consists of internal and external influences that shape organisational decision-making. Internal influences include culture, leadership, organisational structure, workforce capability, financial resources, and management systems (Worthington and Britton, 2018). External influences include political conditions, economic pressures, social trends, technological change, legal requirements, and environmental expectations. These influences matter to HR managers because they affect recruitment, training, performance management, reward, and employee relations (Bratton et al., 2022).
PESTLE is a useful framework for examining the external environment. It considers political, economic, social, technological, legal, and environmental factors that may create risks or opportunities for an organisation (Palmer and Hartley, 2011). From an HR perspective, the model encourages managers to scan the wider environment before making people-related decisions. For example, political change may affect immigration rules and access to skilled workers. Economic pressure may influence wage expectations and recruitment spending. Social change may increase demand for flexible working, wellbeing, and inclusion. Technological development may create reskilling needs, while legal change may require HR policies to be updated (CIPD, 2025).
PESTLE is especially relevant to multinational companies because global HR managers operate across different national environments. Research in international HRM shows that HR practices are influenced by local institutions, employment systems and cultural expectations (Brewster et al., 2023; Dowling et al., 2017). This means that recruitment, training, and employee relations cannot always be applied in the same way across every country. Kostova and Roth (2002) argue that subsidiaries of multinational organisations adopt practices differently depending on institutional and relational pressures. Therefore, HR managers must balance global consistency with local adaptation.
However, PESTLE also has limitations. It examines external influences and does not fully explain internal organisational resources or capabilities. The resource-based view argues that competitive advantage depends on valuable, rare and difficult-to-copy internal resources, including human capital (Barney, 1991; Boxall, 1996; Wright et al., 2001). Therefore, PESTLE should be used alongside internal analysis. Another limitation is that PESTLE can become descriptive if environmental factors are listed without evaluating their strategic importance. It also provides only a snapshot of the environment, while global business conditions continue to change over time (Johnson et al., 2020).
Despite these limitations, PESTLE connects strongly to HR functions. Recruitment is shaped by labour market conditions and legal requirements. Training is affected by technological change and skills shortages. Performance management is influenced by culture, expectations, and economic pressure. Employee relations are shaped by employment law, trade unions, works councils and wider social attitudes towards work (Bamber et al., 2021). Therefore, PESTLE is a useful tool for understanding how external forces affect HR managers’ effectiveness.
[bookmark: _Toc235202364]3. Organisational Application
Unilever is a multinational consumer goods organisation operating across a wide range of countries. Its products are available in 190 countries, and in 2025 the company reported turnover of €50.5 billion, with 59% of turnover generated from emerging markets (Unilever, 2026a). This international scale makes Unilever an appropriate organisation for analysing how environmental factors influence HRM.
Unilever’s HR practices focus on talent, culture, performance, and capability development. Its HR function supports business performance by building relationships, developing people, strengthening future capabilities, and supporting organisational culture (Unilever Careers, 2026a). This links to strategic HRM theory, which argues that HR practices should support business strategy rather than operate as separate administrative activities (Becker and Gerhart, 1996; Boxall and Purcell, 2000).
In recruitment, Unilever uses global careers platforms and early-career programmes to attract candidates across different labour markets. In training and development, it supports learning, leadership development and future skills. In performance management, Unilever’s 2025 reporting refers to employee goals, coaching, feedback, and reward linked to performance (Unilever, 2026b). In employee relations, the company promotes inclusion, wellbeing, and employee resource groups, reflecting the increasing importance of diversity and belonging in global HRM (Unilever Careers, 2026b). These practices show that Unilever’s HR managers must balance global strategy with local workforce expectations.
[bookmark: _Toc235202365]4. Application of PESTLE to Unilever
[bookmark: _Toc235202366]4.1 Political Factors
Political factors affect HR effectiveness because Unilever operates in countries with different political systems, labour policies and employment priorities. Government policy influences immigration, trade, labour regulation and workforce planning. Restrictive immigration rules may reduce access to international talent, while political instability can affect employee security and staffing decisions. International HRM literature shows that multinational organisations must adjust HR practices to national institutional environments rather than applying one universal model everywhere (Harzing and Pinnington, 2015; Reiche et al., 2018). Political factors also influence employee relations. In countries with stronger employee representation, HR managers may need to consult workers before major organisational changes. Comparative employment relations research suggests that labour market systems differ significantly between liberal market economies and coordinated market economies (Bamber et al., 2021; Farndale et al., 2008). Therefore, political and institutional differences can either support or restrict Unilever’s ability to implement HR change quickly.
[bookmark: _Toc235202367]4.2 Economic Factors
Economic factors affect recruitment, reward, and retention. Inflation, wage levels, unemployment and consumer demand influence pay structures and workforce planning. When inflation increases, employees may expect higher pay, but HR managers must balance employee expectations with cost control. Strategic HRM research suggests that effective HR systems can improve productivity, lower turnover, and support organisational performance (Huselid, 1995; Jiang et al., 2012). Economic differences between countries make this more complex. In developed markets, employees may expect stronger benefits and career development. In emerging markets, Unilever may benefit from larger labour pools but may also face skills shortages and different wage expectations. Since a substantial proportion of Unilever’s turnover comes from emerging markets, HR managers must adapt recruitment and reward strategies to local economic conditions rather than depend on a single global approach (Unilever, 2026a).
[bookmark: _Toc235202368]4.3 Social Factors
Social factors influence HR through employee expectations, demographics, culture, and attitudes towards work. Employees increasingly expect inclusion, flexibility, wellbeing support and meaningful work. Research shows that how employees interpret HR practices affects their attitudes and behaviour, meaning that policies must be viewed as fair and supportive (Nishii et al., 2008). Diversity and inclusion are important because multinational organisations employ workers from varied cultural and social backgrounds (Brewster et al., 2023). Culture also influences leadership and performance management. Hofstede (2011) argues that national cultures differ in dimensions such as power distance, individualism, and attitudes towards uncertainty. Direct feedback may be effective in a number of countries but may need to be adapted where hierarchy or indirect communication is more common. Therefore, Unilever’s HR managers require cultural awareness to maintain global standards while adapting employee relations locally.
[bookmark: _Toc235202369]4.4 Technological Factors
Technological factors are becoming increasingly important for HR managers. Artificial intelligence, HR information systems, people analytics and digital learning platforms can improve recruitment, training, and decision-making. Stone et al. (2015) argue that technology is changing HR activities, while Marler and Boudreau (2017) suggest that HR analytics can support evidence-based decisions about turnover, skills gaps, and workforce trends. At Unilever, technology affects HR because the company is increasingly using digital and AI-enabled processes to improve organisational effectiveness (Unilever, 2026b). This can reduce administrative work and allow HR managers to focus more on strategic talent management. However, AI also creates risks. Tambe, Cappelli and Yakubovich (2019) argue that AI in HR raises concerns around bias, transparency, and accountability. HR managers must therefore ensure that digital recruitment and performance systems remain efficient, fair, and ethical.
[bookmark: _Toc235202370]4.5 Legal Factors
Legal factors are central to HR effectiveness because employment law affects recruitment, contracts, equality, pay, dismissal, health and safety and data protection. Compliance is challenging because countries have different legal systems and enforcement approaches. International HRM research shows that multinational companies must balance global HR policies with local legal obligations (Dowling et al., 2017; Tarique et al., 2022). For Unilever, legal differences affect whether HR policies can be standardised across markets. Equality laws require fair recruitment and anti-discrimination practices. Data protection rules affect how employee data can be used in HR analytics. Health and safety regulations influence working conditions, particularly in manufacturing and supply chain operations. These legal requirements protect employees, but they also increase administrative complexity for HR managers.
[bookmark: _Toc235202371]4.6 Environmental Factors
Environmental factors also affect HRM. Climate change, sustainability and ethical business practices influence employer reputation, employee engagement and organisational culture. Green HRM research argues that HR practices can contribute to environmental strategy through recruitment, training, performance management and employee involvement (Renwick, Redman, and Maguire, 2013). For Unilever, sustainability creates HR implications because the company may need employees with sustainability-related skills, environmental training and performance objectives linked to responsible business practice. However, environmental initiatives may create tension if they increase costs, change job roles, or require restructuring. HR managers therefore need to manage change carefully while maintaining employee engagement.
Overall, PESTLE shows that Unilever’s HR effectiveness depends on aligning people management with external conditions. Political and legal factors influence compliance and employee relations. Economic factors affect pay and retention. Social and cultural factors shape inclusion and performance management. Technology can improve efficiency but also introduces ethical risks, while environmental pressures connect HR to sustainability. The central challenge is balancing global consistency with local adaptation because HR practices are most effective when they fit both organisational strategy and the external environment (Delery and Doty, 1996; Jackson et al., 2014; Boon et al., 2019).
[bookmark: _Toc235202372]5. Conclusion
This report has explored the extent to which external environmental conditions shape the effectiveness of HR managers within Unilever, using PESTLE as the analytical framework. Core HR activities, including employee resourcing, learning and development, performance management and employment relations, are essential because they help organisations build, develop, and retain a capable workforce. Academic research indicates that HRM can improve organisational outcomes when people-management practices are closely aligned with strategic priorities and wider environmental demands (Guest, 1997; Wright and McMahan, 1992). PESTLE is useful because it offers a structured method for analysing political, economic, social, technological, legal, and environmental influences. However, it has limitations because it focuses on external factors and should be used alongside internal analysis. The application to Unilever shows that HR managers in global organisations face complex and changing pressures. Political and legal differences influence compliance and employee consultation. Economic conditions affect reward and workforce planning. Social and cultural differences shape inclusion, wellbeing, and feedback. Technology changes recruitment and HR decision-making, while environmental pressures increase the importance of sustainability and green HRM.
The future implications for HR managers are significant. Global organisations will continue to face challenges linked to AI, labour market change, skills shortages, sustainability expectations and changing employment law. HR managers will need to function as strategic business partners who can interpret environmental change and translate it into effective people practices. For Unilever, future HR effectiveness will depend on balancing global strategic alignment with local responsiveness across different countries.
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