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The human resource functions also influence skill development, retention and performance management in organisations.These functions are important as they determine the extent to which individuals can contribute to broader objectives and how employment changes in response to changed conditions (Prayudo and Tukiran 2024).Managers are prone to encounter dissimilar labor regulations and anticipations in international contexts thus HR decisions are frequently required to be meticulously adjusted to every environment (Dowling et al 2023).Porters Five Forces provides a systematic means of looking at the competition, customer, supplier, alternative and new entrant pressures. The model assists in framing the external conditions which demand work systems and people policies (Malik 2022).IKEA is an appropriate subject of such analysis as it is in operations in numerous markets and provides clear information about its labor force, culture and strategic objectives, which establishes a firm foundation in exploring HR decisions in a complex retail chain (IKEA 2023).In this report, core HR functions, the model, and applies it to IKEA and concludes with the major implications.
[bookmark: _Toc216265500]2.0 The five forces of Porters External and Internal Environment.
[bookmark: _Toc216265501]2.1 Internal Environment
The framework by Porter is typically viewed as a means of interpreting external pressures not within the firm, yet it also helps to influence the way internal decisions are made. As competition deepens, internal HR choices frequently narrow to capability creation, control mechanisms and employment relationships since the company must base its reaction on individuals who are capable of managing the changing environment (Malik 2022). Included decisions do not sit well outside of national settings. Legal structures and institutional expectations, workforce norms imply that HR managers have adjusted internal practices to fit the larger setting instead of adhering to one pattern (Dowling et al 2023). This demonstrates that internal relevance of this model depends on the manner in which firms manage the conflict between strategic pressure and the limitation that arise as a result of operating in diverse labor markets. The global workforce dynamics are becoming increasingly imbalanced, with the internal HR work becoming more responsive to talent shortages and mobility, consequently enhancing the importance of external forces within the daily organizational decision-making (Waruwu 2024).
[bookmark: _Toc216265502]2.2 External Environment
Externally the Five Forces model focuses on the circumstances that define competition. Competition, substitutes and new entrants establish the forces that determine the demand of specific skills and working conditions, thus making HR a constituent of the response to such structural pressures on the part of the organization (Malik 2022). These forces are shifting due to digitalization, as technology changes the definition of an effective competitor and introduces new dynamics of work that challenge conventional beliefs about roles and skill cycles (Dabić et al 2023). Competitive behavior is also transformed around sustainability pressures, and HR also acquires the tasks associated with training, governance, and the integration of environmental values into everyday activities (Proença 2022). The market logic is further complicated by social expectations related to fairness and ethical behavior because companies are under increased pressure to maintain responsible employment and enhance moral involvement among employees (Zhao et al 2022). In spite of its utility the model is limited. It views industries as being subjected to symmetrical strain despite cross-country disparities in institutions and labor standards distorting such clean boundaries (Dowling et al 2023).It also downplays transnational labor flows and hybrid forms of labor that are disruptive of the fixed industry lines adopted in the framework (Waruwu 2024).It implies that this model is most effective as a starting map requiring subsequent layers by international HRM, but cannot be regarded as a complete description of organizational reality.
[bookmark: _Toc216265503]3.Application in Organization: IKEA.
IKEA has a huge network of stores across the world, in countries like Sweden, the United States and China, and its size relies on a workforce that is distributed in different institutional environments (IKEA 2023). Its culture is one that highly values down-to-earth behavior and collective responsibility and these values can be found at the heart of its reward practices and day-to-day behavior (Alzghool 2021). Policies in HR are connected to the overall strategic goals via organized hiring opportunities, training plans that promote a lifetime learning approach and performance frameworks that emphasize alignment with organizational values (Desklib 2024). There have been changes in leadership expectations as well with digital retailing expanding because managers now require competence which enables innovation and adaptation to technology (Khan and Sarkar 2024). The difference manifests across the borders as national regulations and labor standards demand various HR solutions, such as the way inclusion, wellbeing and work design are informed in local business (Ingka Group 2025). International sustainability and labor rights are another source of complexity, especially when the supply-chain partners must also be engaged about how to treat the migrant workers fairly (Business and Human Rights Resource Centre 2025). The HR strategy of IKEA is thus a combination of common values, as well as changes that acknowledge the specifics of the environment (IKEA Sustainability Report 2025).
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International retail competition compels companies to hone technology, supply chains as well as workforce capability. IKEA responds to such pressures since the retail business changes at a quick rate and competitive advantage relies on how individuals embrace the business approach (Desklib 2024). Digital retailing increases competition as clients can effortlessly switch platforms, and thus to reduce the risk of service deterioration, the company enhances digital leadership capabilities and promotes inter-team flexibility in learning (Khan and Sarkar 2024). HR activities are thus oriented towards training that strengthens effective functioning of stores and steady performance norms, particularly in markets like the United States where there are high demands regarding speed and convenience (IKEA 2023). In Sweden, the rhythm is more stable and HR is more based on value-oriented performance systems anchored on cultural alignment and not a push to compete at all times (Malik 2022). Competition thereby feeds into work in terms of recruitment priorities and building capabilities, yet the ratio varies depending on the situation with national markets.
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The threat of new entrants is still viable since barriers to retail are low due to digital channels, and the force works against the stability of the older operating models. IKEA reacts by increasing its digital competence and imposing managers to assist the innovations and technical adjustments in daily work (Khan and Sarkar 2024). Digitalization is introducing new skills requirements, particularly in information utilization, customer analytics and online interplay, thus HR makes investments in training and reforms performance frameworks to promote experimentation as contrasted to constant routine (Dabić et al 2023). The skills shift is more acute in such markets as China, where digital retail adoption is more extensive, and HR has a greater pressure to recruit workers who handle physical and online experiences (Malik 2022). Sweden, in its turn, operates at a slower rate and leaves HR with a little more time to sequence training. The force makes the HR sensitive to talent gaps and the necessity of employer branding that distinguishes the organization among the leaner new entrants.
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The power of the supplier determines how IKEA addresses labor standards and working conditions in its complex supply chains. The case of the firm collaborating with the International Organization for Migration, emphasizes the role of the rights of migrant workers in the HR priorities in the circumstances where suppliers possess a great level of leverage in either cost or capacity (Business and Human Rights Resource Centre 2025). To facilitate oversight, the HR teams also assist in creating compliance training and monitoring systems to promote responsible practice instead of being fully left to the commercial units to manage the risks involved (Ingka Group 2025). Also, this work interconnects with more general employment relations as the conditions of suppliers may influence brand reputation and expectations by employees, particularly in Europe with tight labor standards (Malik 2022). When regulation is less robust like in certain areas of Asia, HR will tailor training and audit techniques to the limitations of the country, though, striving to achieve uniformity. Supplier power thus introduces both ethical and operational requirements in HR activities.
[bookmark: _Toc216265508]4.4 Customer Power
In the retail business, there is power in customer expectations and IKEA has been challenged by increased expectations of sustainability and responsible actions. The above expectations are forces behind the role of HR in culture-building and sustainability training since employees require skills and awareness that facilitate customer confidence (IKEA Sustainability Report 2025). The concept of sustainability transforms HR policy and affects the framing of roles, particularly in such a market as Germany where the environmental expectations are high (Proença 2022). Customer power also influences the way employees are led to behave in a fair and ethical manner as the level of moral involvement among workers is closely connected to customer evaluation of the organization (Zhao et al 2022). In the United States, consumer demands are more on convenience and cost that causes HR to enhance service competency and performance standards that facilitate regular output. The force consequently generates various HR emphases in markets.
[bookmark: _Toc216265509]4.5 Threat of Substitutes
Retail substitutes are second-hand furniture, rental model and repair services. One of the responses is the transition of IKEA to the circular design and the repair of products, and HR must be able to develop competencies that will allow the company to make the transition, such as technical repair skills and sustainability literacy (IKEA Sustainability Report 2025). Sustainability transformation changes the attributes of work since employees need to connect environmental objectives to day-to-day activities, and this increases the training obligations of HR (Proença 2022). This shift is also complicated by global workforce trends as substitute markets are expanding at a pace that is higher in certain regions than others, which means that HR should adjust workforce planning and innovation support to meet new demands (Waruwu 2024). Circular services skill is more valuable in markets like Japan where space constraint promotes rent and reuse, whereas the need of substitutes is spottier in the United States. The force is pushing the HR to predict new work trends before they are fully developed.
[bookmark: _Toc216265510]5.Conclusion
The analysis demonstrated how the HR decisions of IKEA are embedded within broader competitive, technological and social pressures, which influence the available options. The forces did not behave similarly in different countries that affirmed that HR managers in international companies should read each environment attentively before establishing policies or determining capacity requirements (Dowling et al 2023).The analysis also implied that the HR work is dependent on an interpretation of institutional variation, workforce mobility and cultural expectations since such circumstances affect the way strategies are shaped (Rusman Alimin 2024).These demands are expected to continue to increase in the future as automation changes jobs and drives workers to new learning modalities enabled by HR systems (Dabić et al 2023).The expectations of sustainability will continue to increase and push the HR with the responsibility to integrate environmental awareness into daily work (Proença 2022). International HRM will also be challenged by global competition and mobile labour with balancing consistency with flexibility (Waruwu 2024).
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