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Report: The Influence of Environmental Factors on the Effectiveness of Human Resource Managers – Case Study HSBC

Introduction
HRMs are vital to company efficiency. The organization aligns its personnel with its strategic goals and adapts to an uncertain external environment. HRM must navigate unexpected changes, ensure operational flexibility, and preserve organisational strength in the post-pandemic context of various work styles, ESG demands, and geopolitical difficulties. HRM adapts to external changes and improves organisational stability, according to Potgieter and Ferreira (2022, p. 3). This makes HR a strategic partner for executive leadership. 
Human resources functions like recruitment and selection help attract financial technology and sustainability experts. Training and development are crucial because they help employees adapt to new digital technology. Performance management motivates staff by giving clear evaluations and ESG-aligned rewards. Employee relations govern worker communication and interactions, making them important. They immediately affect productivity, operating expenses, compliance risks, and the ability to develop a sustained competitive edge. Armstrong and Taylor (2020, pp. 24-35) show that strategic HRM boosts organisational performance; Noe et al. (2021, pp. 5-12) emphasise HR functions' importance in achieving business goals; and Torrington et al. (2020, pp. 12-18) emphasise their importance in volatile environments like the banking sector. 
These responsibilities are essential for the global banking sector, which must comply with Basel IV and GDPR, compete with fintech, and move toward a green economy. Internal and external variables affect MRU efficacy at HSBC Holdings plc, a worldwide company operating in 58 countries and territories.
Internal and External Environment
The PESTLE model (Political, Economic, Social, Technological, Legal, Environmental) serves as a comprehensive framework for analysing the macro-external factors influencing global banking operations. The primary utility is in systematically identifying external opportunities and threats, enabling HR managers to anticipate macro trends and formulate proactive strategies for talent management, organisational development, and compliance. Marchington et al. (2020, pp. 45-52) highlight that PESTLE aids in comprehending the external context of HRM. In contrast, Potgieter and Ferreira (2022, p. 5) assert that in the "new normal," this model enables the reconceptualisation of HRM as a strategic function that can convert external pressures into resilience and competitive advantage, particularly in highly regulated sectors like banking.
The model's limitations are significant: the evaluation is partially subjective, the intricate interactions among factors (e.g., economic and geopolitical) are challenging to quantify accurately, and the emphasis on external factors may overlook particular internal dynamics, such as organisational culture or leadership style. The identified weaknesses necessitate the integration of complementary internal analyses to achieve a comprehensive and actionable perspective (Veldsman and Van der Merwe, 2022, pp. 55-60; Verhulst and DeCenzo, 2021, pp. 67-72).
The relationship with HR functions is significant and complex. Political factors, including geopolitical tensions, the effects of Brexit, and regional instability, along with legal factors such as EU/UK directives on Basel IV, GDPR, and anti-discrimination laws, significantly impact employee relations. This influence manifests through compliance obligations, collective bargaining, and the adaptation of international mobility policies (Oosthuizen, 2022, pp. 102-105; Pilbeam and Corbridge, 2010, pp. 89-95). 
The economic factors, including persistent inflation, volatile interest rates, and increased operational costs, require dynamic adjustments in compensation, benefits, and bonus systems to mitigate pressures on motivation and retention (Bussin, 2022, pp. 125-128; Armstrong and Taylor, 2020, pp. 312-320). 
The social factor, characterised by high cultural diversity, inclusion expectations, gender equity, and work-life balance, necessitates substantial investments in training programs focused on employee experience and the advancement of DEI (Taylor, 2021, pp. 145-152; Veldsman and Van der Merwe, 2022, pp. 53-72). 
The technological factor, encompassing AI acceleration, digital banking, and cybersecurity, necessitates focused recruitment in digital competencies and ongoing investments in extensive upskilling (Cross and Swart, 2022, pp. 232-246). 
The environmental factor, including net zero targets by 2050 and sustainable finance, incorporates sustainable training and aligns bonus schemes with objectives related to the green transition (Schultz, 2022, pp. 18-22).
HSBC's internal environment features a global organisational culture focused on inclusion, innovation, and social responsibility, employing approximately 211,409 individuals by the end of 2025 (HSBC Holdings plc, 2025, p. 53). It operates with decentralised regional structures, predominantly in Asia, which comprises over 50% of the workforce, and possesses highly skilled human resources in financial technology, sustainability, and compliance. The internal traits interact with external factors: the inclusive culture enhances retention and engagement, while global regulatory pressures and intense competition for digital talent increase recruitment and development challenges (Taylor and Woodhams, 2012, pp. 67-75). In the current context, MRU must manage these intricate interactions to sustain a balance between financial performance and employee engagement (Potgieter and Ferreira, 2022, pp. 6-8). 
Olckers and Koekemoer (2022, pp. 42-48) highlight the significance of holistic HR integration in effectively managing unplanned changes, including accelerated digital transitions and the implementation of ESG regulations. Through the systematic application of the PESTLE model, HR managers can transform external threats, such as rising regulatory costs, into internal opportunities, including scalable digital recruitment and ESG training aimed at enhancing the sustainable brand. This approach enhances the strategic effectiveness of the department within dynamic and competitive global contexts.
The organisation's application
HSBC Holdings plc, founded in 1865, is one of the major global financial organisations, operating in 58 countries and territories with 3 trillion dollars in assets and 211,409 workers as of December 31, 2025. In Asia (Hong Kong, mainland China, and India), the UK, and Europe, the bank offers retail, commercial, corporate, and institutional banking, and wealth management services. HSBC split into Hong Kong, UK, Corporate & Institutional Banking, and International Wealth & Premier Banking in 2025. This transition accelerated digitisation, cost efficiency, and sustainability. 
HR approaches reflect a modern global personnel management framework. Recruitment targets digital talent, women, and underrepresented groups through graduate programs, university partnerships, and diversity. Advanced digital platforms like AI Academy, which has trained over 26,000 colleagues and delivered over 122,000 hours, and Sustainability Academy, which aims to train 124,000 by 2025, are used for training and development. Additionally, 99% of obligatory ESG training is covered. Effective performance management includes clear KPIs, inclusive values, and ESG-aligned compensation. Employee relations support hybrid working with an 85% acceptance rate, mental and physical well-being programs, and DEI activities. Female representation is 51.3% overall and 33.2% in senior leadership, with a 78% Inclusion Index (HSBC Holdings plc, 2025; ESG Datapack 2025, pp. 16-20). Asia emphasises rapid expansion and local talent development, while the UK and Europe emphasise compliance and pay equity. These strategies improve retention and efficiency but require worldwide coordination, cultural adaptation, and gender pay gap (e.g., UK median 39.4%) reduction (HSBC, 2025 UK Pay Gap Disclosures; Noe et al., 2021, pp. 189-195).
The application of the PESTLE model
The PESTLE model shows the various influences of the business environment on HR practices at HSBC. This directly influences the capacity of human resource managers to facilitate a sustainable and competitive global model. 
Political: Current geopolitical tensions, including the war in Ukraine and instability in the Middle East, alongside the ramifications of Brexit, complicate the movement of capital across borders and the mobility of individuals between countries. HSBC adjusted local labour laws and regional collective labour agreements to mitigate operational risks and ensure compliance with international sanctions (HSBC Holdings plc, 2025, p. 30). MRU is crucial for addressing these unforeseen changes. Clear communication programs and tactics are employed to inform individuals in affected areas (Olckers and Koekemoer, 2022, pp. 31-52; Torrington et al., 2020, pp. 156-162). 
Due to increasing business costs, inflation, and variable interest rates, it is essential to maintain robust and efficient compensation systems, with salary increases linked to performance and bonuses tied to financial outcomes. The gender pay gap in the UK, with a median of 39.4% and a higher mean in certain organisations, remains a significant issue affecting fairness and motivation.
Continuous efforts are required to address this problem (HSBC, 2025 UK Pay Gap Disclosures; Bussin, 2022, pp. 115-130; Armstrong and Taylor, 2020, pp. 312-320). 
The workforce exhibits significant cultural diversity, comprising nearly 150 nationalities and a female representation of 51.3%. Concurrently, there is an increasing demand for inclusiveness, gender parity, and work-life balance. This indicates that substantial financial resources must be allocated to training and welfare programs. Programs that incorporate women's networks, Pride campaigns, quarterly engagement panels, and an Inclusion Index at 78% significantly enhance long-term retention and engagement (Veldsman and Van der Merwe, 2022, pp. 53-72; Taylor, 2021, pp. 145-152; ESG Datapack 2025, p. 20). 
Significant financial investments have been made in the AI Academy, resulting in the training of 26,000 employees and the allocation of over 122,000 hours. Additionally, digital platforms facilitating hybrid work have achieved an 85% acceptance rate, alongside ongoing upskilling initiatives in fields such as cybersecurity and digital banking (Oosthuizen, 2022, pp. 99-114; Cross and Swart, 2022, pp. 232-246; HSBC Holdings plc, 2025, pp. 56-57). 
Legal frameworks in the EU and UK, including Basel IV, GDPR, and anti-discrimination laws, mandate robust compliance policies in performance management and employee relations. Required wage gap reporting and anti-bias programs must be included in these policies (Pilbeam and Corbridge, 2010, pp. 89-95). 
The objective of achieving net zero by 2050, alongside the requirement for $447.7 billion in cumulative sustainable finance, necessitates that the Sustainability Academy provide sustainable training to 124,000 employees by 2025. This should align with ESG bonus schemes (Schultz, 2022, pp. 18–22; Net Zero Transition Plan 2025, p. 5). 
The overall impact on MRU's operational capacity: External forces are compelling the HR department to adopt a more strategic and proactive role (Schultz, 2022, pp. 9-29; Marchington et al., 2020, pp. 45-52). This enables HSBC to maintain a leading position in the Asian market and accelerate the ESG transition, despite global challenges. An open internal culture reduces turnover costs; however, it necessitates enhanced coordination in regulated environments (Taylor and Woodhams, 2012, pp. 67–75). MRUs serve as critical components in addressing the "new normal," transforming external threats into opportunities for internal competition (Potgieter and Ferreira, 2022, pp. 1-8). 
Differences between countries: Regional variations exert distinct impacts and require tailored adaptations for each locale. In the UK, stringent regulations and a collectivist culture enhance demands for pay equity and pay gap reporting, thereby intensifying pressure on DEI initiatives. In Hong Kong and mainland China, where the majority of the workforce is located, the emphasis on rapid expansion and competitive pricing facilitates the recruitment of a substantial number of employees. Individuals anticipate a favourable work-life balance, necessitating increased flexibility in work hours. In continental Europe, particularly in France and Germany, economic volatility and EU regulations emphasise the importance of retaining employees through tailored training and benefits. In the United States and Southeast Asia, anti-discrimination legislation necessitates extensive DEI initiatives and ongoing oversight. The legal considerations surrounding minimum wage and various labour regulations result in localised HR policies, thereby diminishing global uniformity. In Europe, the implementation of environmental regulations, carbon fees, and stringent green policies necessitates a higher level of training compared to Asia.
To optimise MRU, these distinctions necessitate a hybrid HR strategy: strategically centralised (global compensation, ESG, DEI) and operationally decentralised (local CLAs, regionally customised training) (Oosthuizen, 2022, p. 110; Verhulst and DeCenzo, 2021, pp. 67-72).

Conclusion
The analysis indicates that both internal and external factors, as illustrated by the PESTLE model, significantly influence the effectiveness of HSBC's human resource managers. Significant investments in digital and sustainable training (AI/Sustainability Academy), comprehensive inclusion programs, and strategic compensation systems aligned with ESG (Potgieter and Ferreira, 2022; Armstrong and Taylor, 2020) are leading to adaptations in key HR functions such as hiring, training, performance management, and employee relations to meet the demands of the "new normal" context. The effect includes significant challenges such as stringent regulations, an ongoing gender pay gap, and geopolitical conflicts, as well as substantial opportunities like cultural diversity, advancements in AI technology, and a transition to sustainable practices. The effects vary across locations due to cultural, legal, and economic disparities. 
The future of human resource management in global financial institutions is significant. Rapid changes are occurring in various sectors, including AI in banking, sustainability requirements, and geopolitical threats. Consequently, companies must enhance their flexibility and continue to recruit new personnel (Schultz, 2022, p. 25; Noe et al., 2021). To retain employees and support the company's success in Asia amid the ESG transition, HSBC must enhance its digital HR capabilities, implement additional inclusion programs, and monitor PESTLE factors. Recommendations encompass the comprehensive integration of ESG standards within all HR functions, fostering relationships with unions and local stakeholders, enhancing cross-cultural training, and employing data analytics to predict retention and engagement outcomes. An in-depth understanding of and capacity to anticipate the business environment not only ensures compliance and sustainability but also provides a sustained competitive advantage in the global banking sector (Olckers and Koekemoer, 2022, p. 50; Taylor and Woodhams, 2012; Marchington et al., 2020).
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