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[bookmark: _Toc227662823]Introduction
[bookmark: _Toc227662824]Human Resource Management (HRM) has shifted from a primarily administrative role to a strategic function that plays a key part in enhancing organisational performance and driving competitive advantage. Key HR functions, such as hiring and selection, learning and development, performance evaluation, and employee relations, play a vital role in developing a capable and engaged workforce that supports the organisation’s objectives. (Armstrong, 2020; Boxall and Purcell, 2016). In global organisations, this role is further intensified by the need to manage diverse workforces across multiple institutional and cultural contexts.
HR practices are increasingly influenced by a combination of external conditions and internal organisational factors. External influences, including government policies, economic trends, and technological developments, change social expectations and environmental pressures that influence how organisations recruit, develop, and manage employees (Chartered Institute of Personnel and Development, 2025). However, internal factors, including organisational culture, leadership, structure, and innovation capability, are equally significant in determining the effectiveness with which HR strategies are implemented (Storey, 2014). The interaction between these forces creates both opportunities and constraints for HR managers.
Critically, this report challenges the assumption that HRM is primarily reactive to environmental pressures, arguing instead that leading organisations actively shape their environments through strategic human capital development and innovation capabilities (Boxall and Purcell, 2016).
Internal & external environment
[bookmark: _Toc227662826]Understanding the organisational environment is essential for analysing how Human Resource Management (HRM) practices are shaped and implemented, particularly within global organisations. One of the most widely used frameworks for examining external influences is the PESTLE model, which considers Political, Economic, Social, Technological, Legal, and Environmental factors (Chartered Institute of Personnel and Development, 2025). While this model provides a useful starting point, its effectiveness depends on how critically it is applied and whether it is integrated with internal organisational analysis.
From an HR perspective, political and legal factors are particularly significant, as they directly determine employment conditions, labour rights, and organisational responsibilities. Variations in national legislation, such as differences in dismissal protection or working time regulations, require HR managers to adapt policies across countries (Edwards and Rees, 2016). However, it can be argued that PESTLE oversimplifies these influences by treating them as static variables, whereas in reality, legal environments are continuously evolving and often subject to political negotiation.
Economic factors also exert a strong influence on HR decision-making. Fluctuations in inflation, labour market conditions, and economic growth affect recruitment, workforce planning, and reward strategies (Armstrong, 2020). For example, during economic downturns, organisations may prioritise cost reduction through hiring freezes or restructuring, whereas in periods of growth, they may invest more heavily in talent acquisition. Nevertheless, a limitation of this perspective is that it assumes organisations react passively to economic conditions, whereas strategic HRM suggests firms can proactively shape workforce capabilities to gain a competitive advantage (Boxall and Purcell, 2016).
Advances in technology and shifts in societal expectations have played an increasingly significant role in shaping HR practices. Developments in technology, such as digitalisation and automation, have reshaped recruitment, learning, and performance management, making it necessary for employees to continually refresh and expand their skill sets.(Harney and Collings, 2024). At the same time, social changes, such as shifting employee expectations around work-life balance and career development, have altered the employment relationship (Bratton and Gold, 2017). However, PESTLE tends to treat these factors independently, whereas in practice they are highly interconnected; for instance, technological change often drives social expectations regarding flexibility and remote work.
Despite its usefulness, the PESTLE framework has been criticised for its limited analytical depth. It primarily focuses on external factors and neglects internal organisational dynamics, which are equally critical in shaping HR effectiveness (Storey, 2014). Internal factors such as organisational culture, leadership style, structure, and strategic priorities determine how external pressures are interpreted and managed. For example, an organisation with a strong innovation culture may respond to technological change by investing heavily in employee development, whereas a more cost-driven organisation may prioritise efficiency over learning. The suggestion here is that PESTLE adopts an overly deterministic perspective, underestimating the agency of organisations and HR managers in interpreting and responding to environmental pressures. As such, environmental analysis should be viewed not as predictive, but as interpretive and strategically contingent (Storey, 2014).
Furthermore, the static nature of PESTLE limits its ability to capture the speed and complexity of modern business environments. Rapid technological developments and global uncertainty require more dynamic and integrative approaches to environmental analysis (Yüksel, 2012). As a result, relying solely on PESTLE may lead to overly simplistic conclusions.
Overall, while PESTLE provides a valuable framework for identifying external influences on HRM, it must be applied critically and complemented with an understanding of internal organisational factors. The interaction between internal and external environments ultimately determines the effectiveness of HR practices, particularly in global organisations where complexity and variability are high.
Organisation Application – 3M
3M operates as a highly diversified multinational organisation, and its Human Resource Management (HRM) practices are closely aligned with its long-standing emphasis on innovation and knowledge creation. Unlike organisations that prioritise cost efficiency, 3M’s competitive advantage is largely derived from its ability to continuously generate new products, which places significant demands on its workforce capabilities. Consequently, HR practices are not merely supportive but strategically embedded within the organisation’s innovation model.
A central claim is that 3M’s HR strategy aligns with a resource-based perspective, viewing employees as a long-term source of competitive advantage rather than as replaceable labour (Boxall and Purcell, 2016). This is evident in its emphasis on recruiting individuals with creative and problem-solving abilities, as well as its investment in continuous training and development. However, while this approach strengthens innovation capacity, it also creates challenges in maintaining consistency across global operations, where access to highly skilled talent and educational systems may differ significantly.
Furthermore, 3M’s organisational culture, often characterised by autonomy and experimentation, plays a critical internal role in shaping HR effectiveness. Notably, 3M’s well-established “15% rule,” which permits employees to spend a portion of their working time on self-directed innovation projects, illustrates how HR practices actively facilitate creativity rather than merely supporting it (3M, 2025e). This supports the argument that internal environmental factors, particularly culture and leadership, are equally influential as external forces in determining HR outcomes (Storey, 2014). Nevertheless, such a culture may not be universally transferable across all national contexts, prompting debate over how far HR practices can be standardised across global operations. Arguably, 3M’s approach demonstrates that competitive advantage is not derived from external positioning alone but from the organisation’s ability to cultivate innovation internally through its people, thereby reinforcing the strategic centrality of HRM.
Overall, 3M demonstrates that HRM can act as a strategic driver of innovation. However, its effectiveness ultimately depends on the organisation’s ability to balance global integration with local responsiveness, particularly in diverse and rapidly changing environments (Edwards and Rees, 2016).
Application of Model – 3M 
The application of the PESTLE framework to 3M demonstrates that external environmental forces exert a significant but uneven influence on HR practices within global organisations. However, a critical analysis suggests that these factors do not operate independently; rather, their impact is mediated by internal organisational capabilities, particularly culture, leadership, and strategic priorities. This challenges the assumption that external forces alone determine HR outcomes.
Political and legal factors play a foundational role in shaping HR practices at 3M, particularly given its multinational presence. Employment regulation varies significantly across regions, with European labour markets generally characterised by stronger employee protections than those in the United States. This constrains HR flexibility, particularly in areas such as dismissal procedures, working hours, and collective bargaining (Edwards and Rees, 2016). While PESTLE highlights these regulatory differences, it underestimates the strategic role of HR managers in navigating them. At 3M, HR is not merely reactive but must actively design policies that balance global consistency with local compliance. This reflects a broader tension in international HRM between standardisation and localisation, where strict adherence to global policies may undermine local effectiveness.
Economic factors also directly influence HR decision-making, particularly regarding workforce planning and reward systems. Periods of economic uncertainty, such as inflationary pressures or recession, may require 3M to prioritise cost control, potentially limiting recruitment and investment in employee development (Armstrong, 2020). However, this presents a contradiction: as an innovation-driven organisation, 3M’s long-term success depends on sustained investment in human capital. A purely cost-driven response to economic pressures could therefore undermine its strategic capabilities. This supports the argument that effective HRM requires a long-term perspective that resists short-term economic pressures and aligns with the resource-based view of sustained competitive advantage (Boxall and Purcell, 2016).
Technological factors are arguably the most influential external force shaping HR practices at 3M. The company’s strong emphasis on research and development requires a workforce capable of continuous innovation and adaptation. For example, 3M invests a significant proportion of its annual revenue in research and development, reinforcing the need for HR practices that prioritise continuous learning and innovation capability (3M, 2025e). Technological change has transformed HR processes, including digital recruitment platforms, data-driven performance management systems, and online learning environments (Harney and Collings, 2024). Nonetheless, while PESTLE identifies technology as an external driver, it does not fully capture the organisation’s proactive role in shaping technological capabilities. At 3M, HR practices are designed not only to respond to technological change but also to enable it through continuous training, knowledge sharing, and the development of innovation-oriented competencies. This suggests that technological factors are co-created through organisational strategy rather than externally imposed.
Social factors further complicate HR management in a multinational context. Cultural differences influence employee expectations, communication styles, and attitudes towards authority, requiring HR managers to adapt practices accordingly (Bratton and Gold, 2017). At 3M, where collaboration and creativity are central to organisational success, managing cross-cultural teams presents both opportunities and challenges. While diversity can enhance innovation, it may also create misunderstandings and conflict if not effectively managed. PESTLE tends to treat social factors as broad trends, failing to account for the micro-level dynamics of organisational culture and team interaction. This reinforces the importance of internal factors in shaping how social influences are translated into HR practices.
Environmental factors are increasingly relevant, particularly as organisations face growing pressure to adopt sustainable practices. 3M has made significant commitments to sustainability, which have implications for HRM in terms of promoting environmental awareness, ethical behaviour, and employee engagement (3M, 2025c). This is reflected in 3M’s commitment to reducing greenhouse gas emissions by over 40% by 2030, highlighting how environmental pressures translate into organisational priorities that HR must embed through culture and employee engagement (3M, 2025c). However, a critical perspective suggests that sustainability initiatives may also be driven by reputational concerns rather than purely ethical considerations. HR managers, therefore, play a key role in embedding sustainability in organisational culture, ensuring it is a fundamental organisational value rather than a mere box-ticking exercise.
Despite its analytical value, the PESTLE framework is limited in capturing the dynamic and interconnected nature of these environmental forces. Factors such as technology, economics, and social change often overlap and influence one another, making it challenging to distinguish their separate impacts (Yüksel, 2012). Moreover, the model’s external focus neglects the importance of internal organisational capabilities, which ultimately determine how effectively these forces are managed (Storey, 2014). 
More fundamentally, the case of 3M illustrates that environmental forces do not exert uniform pressure on all organisations; rather, their impact is filtered through firm-specific capabilities. This challenges the universality of models such as PESTLE and suggests that organisational heterogeneity must be central to any meaningful HR analysis.
[bookmark: _Toc227662827]Overall, the case of 3M demonstrates that while external environmental factors significantly influence HR practices, their impact is mediated by internal organisational dynamics. Effective HRM, therefore, requires not only an understanding of the external environment but also the ability to strategically integrate these influences within the organisation. This highlights the limitations of relying solely on PESTLE and reinforces the need for a more holistic and dynamic approach to environmental analysis in global HRM.
Conclusion
This report has shown that Human Resource Management (HRM) serves a vital strategic function in supporting organisational effectiveness in complex global contexts. The analysis has shown that HR practices are shaped not solely by internal organisational priorities, nor entirely by external pressures, but by the dynamic interaction between the two. While frameworks such as PESTLE provide a useful structure for identifying external influences, their explanatory power is limited unless they are integrated with an understanding of internal organisational capabilities.
The case of 3M highlights this complexity. External forces, including regulatory variation, economic uncertainty, technological advancement, and social change, significantly influence HR decision-making. However, the extent to which these factors affect organisational outcomes depends largely on internal elements such as organisational culture, leadership, and strategic orientation. In particular, 3M’s strong innovation-driven culture demonstrates how internal capabilities can mediate and even shape responses to external pressures, rather than simply reacting to them.
The analysis demonstrates that effective HRM in global organisations depends on achieving a balance between worldwide consistency and sensitivity to local needs. While standardised HR methods may enhance efficiency and organisational consistency, their effectiveness is limited without adaptation to local institutional and cultural contexts. Conversely, excessive localisation risks undermining strategic coherence and organisational control. Therefore, the role of HRM extends beyond alignment with strategy to actively shaping it, positioning human capital not as a variable to be managed, but as a driver of organisational transformation in uncertain environments.
Overall, HRM is most effective when it moves beyond reactive adaptation to proactively shape organisational responses to environmental complexity, thereby contributing to sustained competitive advantage.
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