Stefania Daniela Stanila 
2336910
The Impact of Internal and External Environmental Factors on Human Resource Management: A PESTLE Analysis of Unilever

1. Introduction

Human Resource Management (HRM) refers to the strategic approach organisations use to manage people effectively to achieve organisational goals while supporting employee wellbeing and development. The definition of HRM according to Armstrong's Handbook of Human Resource Management Practice includes all activities that deal with acquiring and developing and motivating and retaining employees. Modern organizations use HR as their strategic partner because it helps them achieve their business goals. Strategic HR helps organizations develop their workforce and enhance employee engagement while achieving their business goals because it aligns these functions with their strategic objectives. The human resources department establishes processes that enable organizations to maintain operational resilience and develop long-term competitive advantages.

Organizations achieve better performance through their essential HR functions. Recruitment and selection ensure organisations attract and retain individuals with the skills and capabilities needed to meet business objectives. Training and development programs help employees acquire new skills which will enable them to drive innovative solutions while preparing them to handle future job responsibilities. Performance management helps organizations achieve their strategic objectives by guiding employees to meet their individual targets which they can accomplish through receiving feedback and rewards. Employee relations focus on maintaining positive workplace relationships, managing conflict and promoting engagement. The functions of the organization work together to create operational efficiency, which leads to higher employee satisfaction, and establishes a workforce with valuable skills that competitors will struggle to match.
The HR managers at their respective workplaces must deal with complex workplace conditions which government regulations and economic trends and social changes and technological advances and legal requirements and environmental factors create. The operational environment for multinational corporations has become more challenging because global markets and digital technology and changing population patterns and new government rules require different HR decision-making approaches.

The report will investigate environmental impacts on HRM through PESTLE analysis which will assess their effects on Unilever and examine how these impacts differ between the UK and India while showing HRM development requirements for the future.


2. Internal and External Environment

The PESTLE framework serves as an established method which organizations use to assess how environmental factors affect their operational activities and organizational processes and HRM strategies through its analysis of six distinct factor categories.

Political Factors

The HR practices of organizations receive substantial impact from government employment policies and trade agreements and immigration regulations according to political factors. The employment legislation establishes requirements for HR departments to follow including minimum wage standards and worker rights and redundancy procedures. Trade policy changes through tariffs or international agreement modifications will result in new demands for labor which businesses must include in their workforce plans. Immigration restrictions create recruitment challenges because they limit organizations access to international talent especially in industries which experience skill shortages. 

The factors which impact HR managers create higher requirements for compliance while they bring risks to employee relationships. Organizations must update their employment agreements and their organizational policies and their methods of informing employees about forthcoming changes to employment rights. The political climate will lead to higher labor conflicts because of enhanced industrial relations protections which governments will implement.


HR operations experience disruptions because political instability creates difficulties in workforce management which leads to increased operational uncertainty and shapes resource allocation to compliance activities instead of strategic business projects.

Economic Factors

HR decisions get determined by economic conditions. Operating costs and wage demands rise because of inflation which forces organizations to change their compensation systems and employee benefits. Organizations will execute hiring freezes and layoffs and workforce reorganization during economic downturns. Companies face recruitment and retention difficulties because specific industries experience higher demand for workers.

These elements impact employee engagement programs together with reward systems and workforce management. HR departments face a difficult task to control expenses while maintaining employee motivation. When inflation rates rise employees experience real wage declines which creates dissatisfaction when their pay raises do not match inflation. Economic downturns create lower job security which leads to decreased employee morale.

Economic pressures create situations where HR departments must respond quickly which makes it hard to create long-term strategic plans and results in focus on short-term cost control and organizational survival

Social Factors

HR priorities get shaped by current social movements. The growing number of elderly people in various economies creates difficulties for businesses to establish succession plans and provide support for their older employees. Organizations must develop stronger inclusion policies and broaden their representation, initiatives to meet the rising expectations for diversity and equity and inclusion. Employee preferences have changed because of increased demand for flexible work arrangements and hybrid work models.
The developments impact three areas which include engagement strategies and wellbeing initiatives and organisational culture. Human resources departments increasingly provide their assistance for mental health support and work-life balance programs and inclusive leadership development. Organisations that can handle social changes effectively will improve their employee commitment and their reputation as employers.

Technological Factors

Human resource management has undergone major changes through technological advancements. Artificial intelligence become a common tool for recruitment screening and talent analytics and workforce planning. The introduction of remote work technologies has transformed collaboration methods and HR analytics enables organisations to make decisions based on solid evidence.

The developments bring efficiency improvements and productivity support and the ability to handle people through strategic methods. The process of adopting new technology leads to various difficulties which include worker pushback and security issues and training expenses. The process of automation,  will lead to the elimination of some jobs while it creates a need for workers to develop fresh digital skills.

The HR department must find a way to manage two opposing forces which come from technological progress and workforce evolution.

Legal Factors

The legal factors of employment law and discrimination legislation and health and safety regulations define the legal framework which governs recruitment practices and employee rights and disciplinary procedures and workplace standards. HR departments need to update their policies constantly to achieve compliance with current legal requirements. 

Multinational companies face high resource costs for compliance because they must navigate multiple legal systems which operate across different countries. Organisations that fail to meet compliance requirements face negative impacts which include damage to their reputation and legal actions and employee unrest Legal factors create additional operational workload for organisations while they enhance HR departments ability to manage potential risks. Environmental Factors

The pressure of environmental sustainability requirements now impacts human resource management functions. The importance of green human resource management practices which include sustainability training and sustainable workplace practices is increasing. Corporate social responsibility requirements establish expectations which shape both employer branding and organisational culture.

Human resources establishes sustainable development through its applications in recruitment advertising performance standards and employee training programs. Organisations which demonstrate environmental responsibility attract younger employees more successfully.

Evaluation of PESTLE

PESTLE offers several strengths. The system helps organisations develop their strategic awareness while identifying environmental hazards and enabling them to create advanced planning systems. The system enables human resource professionals to use a structured method which helps them predict external forces which will impact their workforce planning process.

However, PESTLE has limitations. The system mainly examines outside elements while providing minimal understanding of how organisations function internally. The system provides a fixed view which cannot represent the complete picture of dynamic situations. The PESTLE system provides value but requires additional strategic assessment tools for effective implementation.


3. Organisation Application: Unilever

Unilever maintains operations across 190 nations while employing a workforce which represents multiple nationalities. The global consumer goods company needs strategic human resource management because it faces tough competition together with new consumer demands and complicated legal requirements.

The company's human resources policies demonstrate both international and domestic business demands. The recruitment process aims to attract international talent through graduate training programs and diverse talent acquisition methods.

The performance management systems that focus on individual accomplishments work better in individualistic cultures, but systems that recognize groups or support relational leadership work better in other cultural contexts.

The differences create operational challenges that affect communication methods and staff engagement approaches and executive leadership development programs. The difficulties arise because organizations need to implement standardized HR systems throughout their global operations.

The way organizations define their corporate culture determines how employees behave and which HR strategies will succeed.

Technological Impact

The digital recruitment process and online learning platforms together with remote collaboration methods have created a worldwide transformation of HR because of technological advancements. Unilever uses digital tools to enhance its processes of employee development and workforce planning and talent acquisition management.

The technologies help organizations achieve better productivity levels and operational efficiency and international business operations. The digital learning system enables organizations to train their remote personnel, while HR analytics tools help organizations make better choices.

The implementation process encounters multiple obstacles that need to be addressed. The different levels of technological resources available in different nations create barriers to execution. The effectiveness of technological systems gets diminished because organizations face opposition to system changes, and employees need to spend money on training programs.

HR performance improvements through technology adoption require organizations to provide their employees with operational tools that match both their business needs and the standards set by national policies.

Legal Impact

Multinational companies face significant HR problems because of the differences in legal systems across different countries. UK employment law establishes more demanding regulations about discrimination and dismissal procedures and workplace safety standards compared to certain developing nations. The compliance risks and institutional challenges in developing markets create an environment that requires different management approaches.

Unilever faces increased policy adaptation needs because of its operational complexities across multiple countries. The organization needs to maintain global operational standards while meeting local legal requirements.


Environmental Impact

HR departments must manage sustainability requirements which create additional work obligations for their teams. Unilever uses sustainability as its main strategic focus which creates changes in its corporate culture and staff management procedures.

Green HR initiatives use sustainability education to establish environmental performance targets and encourage employees to act responsibly in their workplaces. The initiatives create advantages for both employer branding and employee participation.

Environmental requirements now demand HR professionals to handle employee management duties together with their responsibility to advance company sustainability initiatives.

Country Differences Evaluation: UK and India

The UK and India comparison demonstrates how environmental conditions create different HR impacts which vary between these two nations.

Workplace dynamics are shaped by cultural differences which affect how people communicate, establish power dynamics and select their motivational drivers. The UK has stronger compliance requirements because its regulatory system enforces laws more effectively than India which has multiple institutional challenges. The two economies show major differences because their wage levels and inflation rates and employment market systems operate differently.

The different organizational environment makes identical HR practices produce two different business outcomes. Organizations will achieve operational efficiency through standardization but they will lose their operational effectiveness when they establish excessive standardized procedures.

The analysis shows that environmental factors create different HR effects which differ between countries. Multinational companies need to use adaptive HR strategies because their HR impact depends on national contexts.

5. Conclusion

The report demonstrates that HRM practices face strong environmental impacts which stem from various political, economic, social, technological, legal and environmental factors. The PESTLE framework provides a useful tool for identifying these pressures, although its external focus and static nature limit its explanatory power.

Unilever needs its HRM system to develop adaptive strategies which cater to each country's specific needs instead of using unified standard methods. The UK and India exhibit distinct environmental factors which create unique HR challenges that require different strategic solutions.

The upcoming pressures of artificial intelligence, global talent competition, regulatory change and sustainability expectations will increase HR departments' strategic role within organizations. Organizations need HR managers who possess strategic abilities, data analysis skills and worldwide operational expertise to handle rising organizational uncertainty and complex situations.
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