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Human Resource Management (HRM) plays a central role in the success and sustainability of modern organisations. HR managers are responsible for managing people, aligning workforce capabilities with organisational goals, and supporting the implementation of business strategies. Several key HR functions contribute to the effective functioning of organisations, including recruitment and selection, training and development, performance management, and employee relations. Recruitment and selection enable organisations to attract and hire individuals with the appropriate skills and competencies required to achieve organisational objectives (Armstrong and Taylor, 2023). In addition, training and development support continuous learning and help employees adapt to technological and organisational change, which is increasingly important in global and competitive markets (Cascio and Boudreau, 2021). Performance management systems allow organisations to monitor employee performance, align individual objectives with organisational goals, and improve productivity through feedback and evaluation (Bratton and Gold, 2022). Employee relations are equally important because positive workplace relationships contribute to higher levels of employee engagement, job satisfaction, and organisational commitment. According to Brewster et al. (2023), effective HR practices can significantly improve organisational performance by fostering a motivated and capable workforce. However, HR managers do not operate independently from the wider business environment. Their ability to perform HR functions effectively can be influenced by a range of internal and external environmental factors, including economic conditions, legal regulations, technological developments, and social expectations. These factors may affect recruitment strategies, workforce planning, training programmes, and employee management practices. Understanding the business environment is therefore essential for HR managers operating in global organisations. This report evaluates how environmental factors influence HR managers’ effectiveness by applying the PESTLE model to the global luxury fashion company Chanel. The report first discusses the internal and external business environment using the PESTLE framework. It then introduces Chanel and examines its HR practices across different countries. Finally, the report analyses how environmental factors influence HR management within the organisation and considers the implications for HR managers in global businesses.
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Organisations operate within complex and constantly changing environments that influence their strategies, operations, and human resource practices. One widely used framework for analysing the external business environment is the PESTLE analysis model. This model examines six major external factors that may influence organisations: political, economic, social, technological, legal, and environmental forces. By analysing these factors, organisations can better understand the opportunities and challenges that exist in their external environment and develop strategies that support long-term success (Johnson et al., 2020). Political factors refer to government policies, political stability, taxation, and trade regulations that may affect business operations. Economic factors include economic growth, inflation, unemployment levels, and consumer purchasing power, all of which can significantly influence organisational performance and labour market conditions. Social factors relate to demographic trends, cultural values, consumer behaviour, and changing employee expectations. Technological factors focus on innovation, automation, digital transformation, and the increasing role of technology in organisational processes. Legal factors include employment legislation, labour laws, and workplace regulations that organisations must follow in order to operate legally. Finally, environmental factors refer to issues such as sustainability, climate change, and increasing pressure for responsible business practices. The PESTLE model is useful because it provides organisations with a structured approach for analysing the external environment and identifying potential risks and opportunities. It allows managers to anticipate environmental changes and adjust organisational strategies accordingly. For HR managers, this analysis is particularly valuable because many external environmental factors directly influence HR policies and practices. For example, labour laws determine employment contracts, working conditions, and employee rights, while economic conditions may influence recruitment decisions and compensation policies (CIPD, 2023). Despite its usefulness, the PESTLE model also has several limitations. One key limitation is that it focuses primarily on external factors and does not consider internal organisational capabilities, such as leadership, organisational culture, or available resources. As a result, the model should be used alongside other strategic frameworks to provide a more comprehensive understanding of organisational performance. In addition, environmental conditions can change rapidly, which means that organisations must regularly update their analysis in order to remain relevant and responsive to change. The PESTLE model can also be strongly linked to HR functions. Political and legal factors influence HR policies related to employee rights, workplace safety, and employment standards. Economic factors affect recruitment strategies, workforce planning, and salary structures. Social factors influence diversity management, employee expectations, and organisational culture. Technological developments require HR managers to introduce training programmes that help employees develop new digital skills. Environmental factors increasingly influence HR initiatives related to sustainability and corporate social responsibility. Therefore, HR managers must continuously monitor the external environment and adapt HR strategies accordingly. By understanding environmental influences, HR managers can ensure that recruitment, training, performance management, and employee relations practices support both organisational objectives and external market conditions.
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Chanel is a globally recognised luxury fashion company founded in 1910 by Coco Chanel in France. The organisation is well known for its high-end fashion, handbags, perfumes, cosmetics, and accessories. Over the years, Chanel has developed a strong international presence, operating boutiques and offices in major cities across Europe, North America, Asia, and the Middle East. The company is widely associated with exclusivity, innovation, and high-quality craftsmanship, making it one of the most influential brands in the global luxury industry. Because Chanel operates in multiple countries, managing a diverse international workforce is an important aspect of the organisation’s success. Human resource management therefore plays a significant role in maintaining the brand’s high standards of quality and customer experience across its global operations. Chanel’s HR practices focus on attracting highly skilled employees, particularly in areas such as design, marketing, retail management, and craftsmanship. Recruitment strategies are designed to identify individuals who align with the brand’s values of creativity, excellence, and innovation. The organisation also invests in training and development programmes in order to ensure that employees possess the specialised skills required in the luxury fashion industry. Performance management is used to monitor employee performance and maintain high levels of service quality in Chanel boutiques around the world. In addition, the company places strong emphasis on employee relations by promoting a supportive and collaborative workplace culture. Because the organisation operates across different countries, HR managers must adapt their policies and practices to comply with local labour laws and cultural expectations while maintaining consistent organisational standards.
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The PESTLE model provides a useful framework for understanding how external environmental factors influence HR practices within global organisations such as Chanel. Each dimension of the model may affect HR managers’ ability to recruit, train, and manage employees effectively across international markets. As Chanel operates globally, HR managers must constantly adapt their policies and practices in response to changes in the political, economic, social, technological, legal, and environmental environment. Political factors play an important role in shaping employment policies and organisational operations. Government regulations regarding employment rights, minimum wages, and workplace standards vary significantly between countries. For a global organisation such as Chanel, HR managers must ensure that employment contracts, compensation policies, and workplace practices comply with local legal requirements in each market. Failure to comply with national employment regulations may result in financial penalties, legal disputes, or reputational damage. Political stability can also influence business expansion strategies and workforce planning decisions. For example, organisations may be more willing to invest in recruitment and talent development in politically stable markets, while political uncertainty may create challenges for workforce planning and long-term HR strategies. Economic factors also play a significant role in shaping HR management practices. The luxury fashion industry is particularly sensitive to fluctuations in economic conditions because luxury products depend heavily on consumer purchasing power. During periods of economic growth, demand for luxury goods tends to increase, creating opportunities for organisations such as Chanel to expand their retail operations and recruit additional employees. However, economic downturns can reduce consumer spending on luxury products, forcing organisations to reconsider recruitment strategies and focus more strongly on employee productivity and cost management. According to the Chartered Institute of Personnel and Development (CIPD, 2023), HR managers must frequently adjust workforce planning strategies in response to changing economic conditions. This highlights the importance of strategic HR planning in ensuring organisational resilience during periods of economic uncertainty. Social factors are particularly important in the fashion industry because consumer behaviour and social trends strongly influence demand. In recent years, younger consumers have increasingly prioritised sustainability, ethical production practices, and diversity within organisations. These expectations influence HR practices by encouraging organisations to develop inclusive workplace policies and promote corporate social responsibility initiatives. For Chanel, maintaining a strong brand image requires not only delivering high-quality products but also demonstrating ethical business practices. HR managers therefore play an important role in embedding organisational values related to diversity, inclusion, and sustainability within the workplace. In addition, global organisations must manage culturally diverse teams across different regions. Effective cross-cultural communication and leadership are therefore essential HR competencies for managing international workforces.

Technological developments have also significantly transformed HR management practices. Digital technologies, artificial intelligence, and data analytics have changed the way organisations recruit, train, and evaluate employees. For example, many organisations now use digital recruitment platforms and automated screening tools to identify potential candidates more efficiently (Stone et al., 2020). HR information systems also allow organisations to monitor employee performance, manage training programmes, and analyse workforce data more effectively. Within the luxury fashion industry, technological innovation is also driving the growth of e-commerce and digital marketing. As a result, HR managers must ensure that employees develop the digital skills necessary to support technological innovation and maintain organisational competitiveness. Legal factors represent another important environmental influence on HR management. Global organisations must comply with a wide range of employment laws and regulations, including those related to working hours, employee rights, health and safety standards, and anti-discrimination policies. Because these regulations vary across countries, HR managers must carefully adapt HR policies to ensure legal compliance in each market. According to Armstrong and Taylor (2023), effective HR management requires a strong understanding of employment law in order to minimise organisational risk and protect employee rights. Environmental factors have also become increasingly significant for organisations operating within the fashion industry. Growing awareness of climate change and environmental sustainability has placed significant pressure on fashion brands to adopt more responsible production practices and transparent supply chains. Organisations such as Chanel have introduced sustainability initiatives aimed at reducing environmental impact and promoting responsible sourcing of materials. HR managers support these initiatives by promoting sustainability awareness among employees and integrating environmental values into organisational culture. Training programmes and employee engagement initiatives can also encourage staff to support organisational sustainability goals. While analysing individual PESTLE factors provides valuable insights, it is also important to recognise that these environmental influences often interact with each other. For example, technological innovation may create opportunities for digital transformation, but it may also require organisations to invest significantly in employee training and change management strategies. Similarly, increasing consumer demand for sustainable products may require organisations to redesign supply chains and adopt new HR practices related to corporate social responsibility. Therefore, HR managers must adopt a strategic and proactive approach when responding to environmental changes.
Furthermore, the impact of these environmental factors may vary significantly across countries. Cultural differences, legal regulations, and economic conditions can influence how HR policies are implemented in different markets. For example, employee expectations and workplace cultures may differ between European and Asian markets. Similarly, labour market conditions and employment regulations may influence recruitment strategies, compensation policies, and employee engagement practices. As a result, HR managers must adopt flexible and adaptive management approaches in order to effectively manage these variations across international operations.
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In conclusion, environmental factors play a significant role in shaping the effectiveness of HR managers within global organisations. Core HR functions such as recruitment, training and development, performance management, and employee relations are essential for organisational success. However, the effectiveness of these functions can be influenced by a range of external forces operating within the broader business environment. The PESTLE framework provides a valuable tool for analysing how political, economic, social, technological, legal, and environmental factors influence organisational strategies and HR practices. By understanding these external influences, organisations are better able to anticipate potential challenges and adapt their strategies accordingly. The analysis of Chanel demonstrates how global organisations must continuously adapt their HR practices in response to changing environmental conditions. Factors such as labour regulations, economic trends, technological developments, and sustainability expectations influence how HR managers recruit, train, and manage employees across different markets. These influences may also vary significantly across countries, requiring HR managers to adopt flexible and culturally sensitive management approaches. Looking ahead, HR managers are likely to face increasing challenges as global business environments continue to evolve. Technological innovation, sustainability pressures, and changing workforce expectations will require organisations to adopt more strategic and adaptable HR practices. By continuously monitoring external changes and aligning HR strategies with organisational objectives, HR managers can contribute significantly to organisational performance and long-term competitiveness. Furthermore, the ongoing globalisation of business means that HR managers must operate in environments characterised by rapid change and uncertainty. Organisations must respond to technological disruption, shifting labour market conditions, and growing expectations regarding corporate responsibility. HR professionals therefore need to develop strong analytical and strategic capabilities in order to identify environmental risks and opportunities. By integrating environmental analysis into HR planning, organisations can improve workforce adaptability and strengthen their ability to compete in global markets.
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