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1. Introduction

1.1 Overview of Human Resource Management
Human Resources (HR) is the term used for an organisation’s department which is responsible with managing the employee’s lifecycle, from recruitment to retirement (UWTSD, 2025).
HR managers need to help attracting, developing, motivating and retaining employees, while also ensuring compliance with employment legislation and organisational policies. In large multinational organisations, the effectiveness of HR managers is increasingly influenced by a wide range of internal and external factors. These factors shape the way HR policies are designed and implemented and determine the extent to which HR managers can support organisational performance.

1.2 Key Human Resources Management Functions
· Recruitment and selection are helping operational and strategic needs to be met by ensuring that the right people with the appropriate skills are employed.
· Training and development ensure that the employees are enhancing their capabilities, supporting productivity and long-term organisational growth.
· Performance management enables organisations to align individual performance with the company’s objectives.
· Employee relations focus on maintaining positive relationships between employees and management, reducing conflict and improving engagement.
Together, these functions are essential for organisational effectiveness, particularly in labour-intensive sectors such as retail.

1.3 Report Structure
This report evaluates how internal and external environmental factors influence the effectiveness of HR managers in Tesco. PESTLE analysis will be used to look into these influences and their implications for HR practices.
The report is structured as follows: first, explain why PESTLE is useful in understanding the business environment and its limitations; second, Tesco’s organisational context and HR practices are outlined; PESTLE analysis is applied to assess the impact of environmental factors on the effectiveness of HR managers; lastly, the report concludes by summarising the key findings and considering future implications for HR managers in global organisations.

2. Internal and External Environment

2.1 Business Environment Model: PESTLE
PESTLE analysis is a tool which helps examining the key external factors (Political, Economical, Sociological, Technological, Legal and Environmental) that are influencing an organisation’s strategies and decision-making (CIPD, 2025). PESTLE is particularly valuable in multinational organisations, as it highlights the differences between environmental forces across national contexts.
Political and legal factors include government policies, employment legislation, labour laws and regulatory frameworks.
Economic factors are related to inflation, unemployment rates, economic growth and labour market conditions.
Social factors are covering cultural values, demographic changes, employee expectations and workforce diversity.
Technological factors focus on innovation and adaptation of new systems.
Environmental factors include climate change, sustainability and corporate social responsibility.

2.2 Usefulness and Limitations of the Model
The PESTLE model is valuable as it helps providing a structured and systematic approach to external factors which can affect an organisation and its HR practices. Using this tool, HR managers have a proactive approach to environmental scanning and strategic planning. However, the model has limitations, mainly focusing on external factors, it is not explicitly addressing a company’s internal issues such as culture, leadership or power structure. Also, the management have to choose the levels of importance for each of the sections, as the model does not prioritise factors.

2.3 PESTLE in HR Functions
Despite the limitations, PESTLE is a very effective tool for HR functions.
Political and legal factors can influence recruitment, compliance with employment law and employee relations.
Economical factors can affect training budget, staffing levels and reward systems.
Social factors can shape diversity management, employee engagement and flexible working practices.
Technological factors can influence training delivery methods, recruitment methods and performance management systems.
Environmental factors can encourage HR managers to support sustainability initiatives and environmentally responsible behaviours.
As a result, PESTLE provides a valuable framework for understanding how external factors can influence HR managers’ effectiveness.

3. Organisation Application

3.1 Organisation Overview
Opened in 1919, in the East End of London, by Jack Cohen, Tesco PLC is a leading multinational retailer, with 5.040 stores and over 340.000 employees globally (Ozbun, 2025). While the majority of its operations are based in the UK, where it also has its headquarters, and Ireland, Tesco also operates in a number of international markets, including Central Europe and parts of Asia. Due to its scale and labour-intensive operations, effective HR management is crucial to Tesco’s success.

3.2 HR Practices at Tesco
Tesco’s HR practices are designed to support a diverse and geographically dispersed workforce.
Recruitment and selection processes often involve high-volume hiring, particularly for store-based jobs, with an emphasis on local labour markets and inclusive employment practices.
Training and development processes involve structured induction programmes and on-the-job training, as well as leadership development initiatives to support career progression.
Performance management focuses on aligning individual performance with the company’s goals, through appraisals, feedback and rewards systems.
Employee relations are a key priority, Tesco engaging with trade unions and implementing policies that promote wellbeing, equality and diversity across its workforce.



4. PESTLE Application

4.1 Impact of Environmental Factors on Tesco’s HR Practices
The PESTLE model highlights how external factors can affect Tesco’s HR manager’s effectiveness.
Political and legal factors have a significant impact, particularly through employment legislation such as minimum wages, working time regulations and health and safety requirements. HR managers must ensure compliance across different countries, this increasing the administrative work, but also ensuring a fair treatment for all employees.
Economic factors are also heavily influencing the HR practices. Inflation, economic uncertainty and labour shortages are affecting recruitment, retention and reward strategies. For example, rising living costs increase employee expectations regarding pay and benefits, requiring HR managers to balance cost control and employee satisfaction and retention.
Social factors are particularly important in a customer facing organisation such as Tesco. Changes in workforce demographics, increasing diversity and growing expectations around work-life balance and wellbeing require HR managers to adapt policies and practices. Initiatives promoting flexible working, inclusion and mental health support enhance employee engagement and HR effectiveness.
Technological factors have transformed the HR practices at Tesco. Digital requirements platforms, online learning systems and HR information systems are significantly improving effectiveness and data accuracy. Automation allow HR managers to focus on more strategic activities, but it also creates challenges regarding digital skills and data protection.
Environmental factors are increasingly influencing HR management, though Tesco’s sustainability strategy. HR managers must ensure that environmental values are clearly communicated to the employees through appropriate training and employee engagement initiatives which are supporting sustainable and responsible behaviours.

4.2 Country Specific Differences
Environmental factors differ across the countries in which Tesco operates. Cultural differences affect the leadership styles, communication and employee expectations. The HR managers must ensure that they adopt culturally sensitive approaches. Legal factors also differ, this affecting employment contracts, union involvement and employee rights. Economic factors such as wage levels and unemployment rates also vary, which causes recruitment and rewarding strategies to be changed. This differences present challenges, but also opportunities for HR managers to develop flexible and responsive HR practices which can enhance effectiveness on a global level of operations.

5. Conclusion

5.1 Summary of Key Findings
This report has explored how environmental factors influence the effectiveness of human resources managers, using Tesco PLC as a global organisation and applying the PESTLE model. The analysis highlighted that HR managers are significantly affected by political and legal regulations, economic conditions, social expectations, technological developments and environmental pressures. These macro-environmental factors are shaping the design and implementation of key HR functions, including recruitment and selection, training and development, performance management and employee relations.
The findings indicate that for a multinational retailer such as Tesco, the impact of these environmental factors is intensified by operating across multiple countries. HR managers must navigate different legal systems, labour markets and cultural norms while ensuring alignment with Tesco’s overall HR strategy and organisational values. The PESTLE model proved useful in providing a structured framework for understanding these influences, although it does not fully capture internal organisational factors such as leadership and organisational culture.

5.2 Future Implications for Tesco’s HR Managers
Looking forward, HR mangers in global organisations are likely to face increasing complexity due to rapid technological change, evolving employee expectations and growing sustainability demands. For Tesco, continued investment in digital HR systems, flexible working practices and employee wellbeing initiatives will be essential to remain competitive and retain talent. Additionally, HR managers will need to develop greater cultural awareness and adaptability to manage an increasingly diverse workforce.
Overall, the ability of HR managers to effectively monitor and respond to environmental changes will be critical. A proactive and strategic approach to HR management will enable organisations such as Tesco to enhance HR managers’ effectiveness and support long-term organisational performance in a dynamic global business environment.
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