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Introduction 
Human Resource Management (HRM) is an important part of almost every business and organisation. HR staff need to understand changes in employment laws and insurance policies. They also help communication between managers and employees and support employees in the workplace. HR managers are responsible for recruiting, supporting, developing, motivating, and retaining employees (Joubert, 2024). In a large international company such as HSBC, HR managers also need to deal with differences in culture, legal systems, economic conditions, and technology across the countries where the bank operates.
HR includes several important activities. Recruitment and selection involve attracting and choosing people who have the right skills, knowledge, and experience for available jobs. HSBC, for example, uses online recruitment platforms and assessment centres to recruit employees from different parts of the world (HSBC, 2026). Training and development give employees opportunities to improve their skills and prepare for future career progression. HSBC supports learning by offering digital training programmes and leadership development opportunities (HSBC, 2026). Performance management involves setting objectives, reviewing employee performance, and providing regular feedback to improve results. Employee relations focus on creating positive relationships between employers and staff by encouraging communication, fairness, respect, and employee wellbeing. These HR activities are essential because they improve productivity, increase employee motivation, reduce staff turnover, and contribute to the long-term success of the organisation.
This report examines how internal and external environmental factors influence the effectiveness of HR managers by applying the PESTLE model. It begins by explaining the PESTLE framework, including its strengths and weaknesses. The report then introduces HSBC and reviews its HR practices. Finally, it evaluates how the different PESTLE factors affect the work of HR managers across HSBC’s International operations before ending with a conclusion.




Internal and External Environment
Business Environment Model: PESTLE Analysis
The PESTLE model is a business analysis framework that helps organisations understand the external environment in which they operate. PESTLE stands for Political, Economic, Social, Technological, Legal, and Environmental factors (Peterdy, 2022). Examining these factors helps organisations recognise possible opportunities and challenges that may influence business performance and future decisions.
A major strength of the PESTLE model is that it helps organisations prepare for changes in the external environment. It encourages managers to monitor developments outside the business so they can make informed strategic decisions. For HR managers, the model provides valuable information about employment laws, labour markets, economic conditions, employee expectations, and technological developments that affect HR planning and decision-making (CIPD, 2025).
The PESTLE model also has some weaknesses. It mainly concentrates on external influences and gives less attention to internal factors such as organisational culture, leadership, employee motivation, and business structure. In addition, external conditions often change quickly, meaning organisations must review and update their PESTLE analysis regularly. The model identifies external issues but does not provide clear guidance on the best way to respond to them (CIPD, 2025).
· Political factors include government policies, taxation, immigration regulations, international trade agreements, and political stability. These factors affect HR managers because they influence recruitment, workforce planning, and the movement of employees between countries. For instance, changes to UK immigration rules following Brexit created additional recruitment challenges for many organisations (Athilaw, 2025).
· Economic factors – inflation, unemployment, interest rates, exchange rates, and overall economic growth. During periods of inflation, businesses often face higher operating costs and increasing employee salary expectations (HSBC,2025). HR managers may therefore need to review pay levels, employee benefits, and workforce plans while managing organisational costs.
· Social factors include demographic changes, education, diversity, employee wellbeing, work-life balance, and changing workforce expectations. Many employees now expect flexible working arrangements, career development opportunities, and workplaces that promote diversity, equality, and inclusion. HR managers must respond to these expectations by creating a positive and supportive working environment that attracts and retains talented employees (Pilbeam &Corbridge, 2010).
· Technological factors – Technology has significantly changed the way HR departments operate. Artificial intelligence (AI), digital recruitment systems, online learning platforms, virtual interviews, and people analytics have improved the efficiency of many HR activities. For example, many organisations use AI to screen job applications before interviews take place. HR managers must also ensure that employees receive regular digital skills training to keep up with technological developments (World Economic Forum, 2025).
· Legal factors include employment legislation, equality laws, health and safety regulations, minimum wage requirements, and data protection rules. HR managers are responsible for ensuring that company policies follow the legal requirements in every country where the organisation operates. Failure to meet legal obligations may result in legal action, financial penalties, and damage to the organisations reputation (HSBC, 2026).
· Environmental factors focus on sustainability, climate change, reducing carbon emissions, and responsible business practices. Many employees prefer to work for organisations that care about the environment. HR managers can support environmental goals by promoting sustainable working practices, introducing green workplace initiatives, and including environmental awareness within employee training programmes (World Economic Forum, 2025).

Relationship Between the PESTLE Model and HR Functions
The PESTLE model is closely connected to Human Resource Management because each external factor influences HR activities and decisions.
Political and legal factors affect recruitment procedures, employment contacts, and workplace policies. Economic factors influence salary levels, recruitment spending, and workforce planning. Social factors share diversity initiatives, employee wellbeing programmes, flexible working arrangements, and inclusion strategies. Technological developments require organisations to invest in employee training and digital skills. Environmental factors encourage HR managers to promote sustainable workplace practices and strengthen corporate social responsibility.
For example, during periods of economic uncertainty, HR managers may reduce hiring and concentrate on retaining existing employees. When new technologies are introduced, HR departments organise training programmes to help employees develop the required skills. Likewise, when employment laws change, HR managers update company policies and procedures to ensure legal compliance (World Economic Forum, 2025).
Overall, the PESTLE model provides HR managers with a useful framework for understanding how external environmental changes affect recruitment, training and development, performance management, employee relations, and long-term workforce planning. Although it has some limitations, it remains one of the most effective strategic tools for analysing the business environment and supporting informed HR decision-making.


Organisation Application
Overview of HSBC
HSBC Holdings plc is one of the biggest banking and financial organisations in the world. The company was founded in 1865 in Hong Kong by Thomas Sutherland to support international trade between Europe and Asia (HSBC,2025). Today, HSBC provides banking services to about 41 million customers and has operations in more that 56 countries and territories across Europe, Asia, the Middle East, Africa, North America, and Latin America (HSBC, 2026).
The bank offers many financial services, such as personal banking, business banking, wealth management, investment banking, and international payment services. Because HSBC operates in many different countries, its Human Resources (HR) managers work in a complex environment where employment laws, cultures, economic conditions, and employee needs vary from one country to another. HR managers must therefore ensure that employees are managed effectively while following local legal requirements and supporting the organisations global objectives (CIPD, 2024).
Human Resource Practices at HSBC
HSBC follows global HR policies but allows local HR departments to adjust their practices to suit national laws and cultural expectations. The organisation recruit’s employees through online applications, graduate schemes, internships, assessment centres, and opportunities for internal promotion. The bank aims to employ people who have strong professional skills, leadership ability, and a commitment to equality, diversity, and inclusion (HSBC, 2026).
Learning and development are important parts of HSBCs people strategy. Employees have access to digital learning platforms, professional qualifications, leadership training, and compliance programmes to improve their knowledge and prepare for future career opportunities. Performance management focuses on continuous feedback, goal setting, coaching, and career discussions rather than relying only on yearly appraisals. HSBC also supports employee wellbeing by encouraging flexible working, open communication, diversity, inclusion, and positive relationships between managers and employees (Bcctaipei.com, 2026).


Application of the PESTLE Model to HSBC 
Political Factors
Political conditions have a major effect on HSBC because the organisation operates in many countries with different governments and legal systems. HR managers must understand immigration policies, banking regulations, taxation, and employment legislation in every country where the bank operates (HSBC.COM, 2026).
For example, after Brexit, changes to UK immigration rules reduced the number of workers available from European Union countries. This required HR managers to review recruitment strategies and search for skilled employees in other labour markets. Political disagreements between countries may also affect international assignments, employee mobility, and business activities (Athilaw, 2025).
Government regulations in China and Honk Kong are different from those in the United Kingdom. As a result, HR managers must ensure that local HR policies comply with national legislation while continuing to follow HSBC’s global standards (HSBC, 2026).

Economic Factors
Economic conditions influence many HR decisions at HSBC. Inflation, unemployment, exchange rates, interest rates, and economic growth all affect recruitment, salaries, workforce planning, and employee retention (HSBC, 2025).
When inflation increases, employees often expect higher pay because the cost of living becomes more expensive. HR managers must balance employee expectations with the organisation’s financial performance. During periods of economic uncertainty, businesses may reduce recruitment and place greater emphasis on retaining experienced employees while controlling operating costs.
Economic conditions also differ across countries. For example, average salaries in the UK are generally higher than those in India because of differences in living costs and economic development. HR managers therefore design reward and compensation packages that suit local labour markets while maintaining fairness across the global organisation (Mane and Naveen, 2026).

Social Factors
Social changes influence what employees expect from their employer. Many workers now value flexible working arrangements, diversity, inclusion, wellbeing initiatives, career progression, and a healthy work-life balance (Bcctaipei.com, 2026).
HSBC supports flexible working where possible and provides wellbeing programmes that help improve employee satisfaction and retention. HR managers also promote equal opportunities by encouraging diversity during recruitment and leadership development.
Cultural differences also affect HR practices. Employees in the UK often expect open communication and involvement in decision-making. In contrast, workers in some Asian countries may place greater importance on respecting senior managers and organisational hierarchy. HR managers therefore need to adapt leadership and communication styles to suit local cultural expectations.

Technological Factors
Technology has changed many HR activities at HSBC. HR managers now use online recruitment systems, virtual interviews, digital learning platforms, artificial intelligence (AI), and people analytics to improve efficiency and decision-making (CIPD, 2020).
Artificial intelligence can help HR teams screen large numbers of job applications quickly and identify suitable candidates more efficiently. Online training systems allow employees in different countries to complete learning programmes without travelling.
However, rapid technological change also creates challenges. Employees need regular training to develop digital skills and understand new banking technologies and cybersecurity requirements. HR managers must therefore continue investing in employee development and support staff during technological change (World Economic Forum, 2025).

Legal Factors
Legal requirements are one of the most important external influences on HR management. HSBC must follow employment laws in every country where it operates to ensure fair and lawful employment practices.
Employment legislation differs across countries. In the United Kingdom, HR managers must comply with laws covering equality, minimum wage, working hours, health and safety, and data protection. Other countries have different rules regarding dismissal procedures, annual leave, employee rights, ang trade union activities (HSBC, 2026).
Failure to comply with legal requirements may lead to financial penalties, legal action, and damage to the organisation’s reputation. For this reason, HR managers regularly update company policies, provide compliance training, and work closely with legal specialists.

Environmental Factors
Environmental sustainability is becoming increasingly important for multinational organisations. Customers, employees, investors, and governments expect businesses to reduce their environmental impact and operate responsibly (HSBC, 2026).
HSBC has introduced sustainability initiatives that include reducing carbon emissions, supporting sustainable finance, and encouraging environmentally responsible business practices. HR managers support these goals by providing sustainability training, promoting environmentally friendly behaviour, and including sustainability values within recruitment and employee development activities.
Many younger employees prefer to work for organisations that demonstrate strong environmental and social responsibility. As a result, effective sustainability policies help HSBC attract and retain skilled employees.

HR Differences Across Countries
Although HSBC follows global HR principles, its HR managers adapt their practices to meet local needs. 
In the United Kingdom, HR managers focus on equality legislation, employee wellbeing, flexible working arrangements, and data protection requirements (HSBC, 2026).
In India, HR managers recruit from a large pool of highly educated graduates, especially in technology and financial services. The main priorities are technical training, career development, and retaining skilled employees because competition for talent is strong (Deloitte, 2024).

In China and Honk Kong, organisations often place greater importance on hierarchy, long-term relationships, and respect for senior leaders. HR managers therefore adjust communication methods and leadership approaches to match local business culture (HSBC, 2026).
In the United Arab Emirates (UAE), HR managers must deal with visa regulations, employment laws, and the management of a large expatriate workforce. They also need to ensure compliance with immigration requirements while supporting employees from many different cultural backgrounds (ILO, 2024).
These examples show that HR managers cannot use exactly the same HR practices in every country. Successful international HR management requires organisations to combine consistent global standards with flexibility to meet local legal, economic, and cultural requirements (HSBC, 2026).
Overall, the PESTLE framework shows that political, economic, social, technological, legal, and environmental factors all effect how effectively HR managers perform their roles. HSBC’s ability to adapt its HR strategies to different external environments helps the organisation recruit talented employees, develop future leaders, comply with legal requirements, and remain competitive in the global banking industry (HSBC, 2026).

Conclusion
In conclusion, this report shows that HR managers have an important role in helping HSBC operate successfully across different countries. The PESTLE analysis shows that political, economic, social, technological, legal, and environmental factors can strongly influence HR decisions. These factors affect recruitment, salaries, employee training, flexible working, legal compliance, and sustainability.
As an international organisation, HSBC cannot use exactly the same HR practices in every country. HR managers need to follow HSBC’s global standards but also adapt their practices to local laws, cultures, economic conditions, and employee expectations. Technology also creates opportunities for more efficient recruitment and training, but employees need regular development to improve their digital skills. Overall, the PESTLE model is useful because it helps HSBC understand external changes and make better HR decisions. However, the company should review these factors regularly because the business environment can change quickly.
Recommendations
1. Provide regular employee training – HSBC should continue investing in digital skills, AI, cybersecurity, leadership, and professional development. This will help employees adapt to new technologies and future changes.
2. Adapt HR practices to each country – HSBC should continue using global HR standards but adjust recruitment, pay, benefits, communication, and working practices according to local laws, cultures, and employee needs.
3. Review PESTLE factors regularly – HR managers should regularly monitor changes in employment laws, inflation, technology, employee expectations, and environmental requirements. This will help HSBC identify risks early and make better HR decisions.
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