

[image: ]
    

               Module: Principles of Human Resource Management  
     Student: Andrada Comarita- 2238778
Tutor: Nassir Ibrahim
Component 2: Coursework: Individual Report
 The Impact of Internal and External Environmental Factors on Human Resource Management: A Case Study of Amazon











Table of contents
1. Introduction...............................................................................3
2. Key HR functions......................................................................3
3. Internal and external environment............................................3
4. Organisation application...........................................................5
5. Amazon's HR Practices............................................................5
6. Application of the PESTLE Model.............................................6
7. Country Differences and Their Impact on HR Effectiveness.....8
8. Conclusion.................................................................................9
9. References................................................................................10

























The Impact of Internal and External Environmental Factors on Human Resource Management: A Case Study of Amazon
1.Introduction
Human Resource Management (HRM) plays a vital role in helping organisations achieve strategic objectives by effectively managing their workforce. In today's global business environment, employees are recognised as a key source of competitive advantage, making HR managers responsible for attracting, developing, motivating and retaining talented staff (Armstrong and Taylor, 2023). However, HR effectiveness is influenced by both internal organisational factors and external environmental changes, including political, economic, social, technological, legal and environmental developments.
2. Key HR functions include recruitment and selection, training and development, performance management and employee relations. Recruitment ensures organisations appoint individuals with the skills required to achieve business objectives (Bratton and Gold, 2022). Training and development improve employee capability and support organisational innovation, while performance management aligns individual performance with organisational goals through appraisal and feedback (CIPD, 2024). Employee relations promote communication, engagement and conflict resolution, helping organisations maintain productivity and reduce staff turnover.
For multinational organisations, HR managers must adapt these functions to different legal systems, labour markets and cultural expectations. Understanding the business environment enables HR professionals to make informed strategic decisions while maintaining organisational performance and legal compliance.
This report evaluates how environmental factors influence HR managers' effectiveness by applying the PESTLE framework to Amazon. It examines the value and limitations of the model, explores its relationship with HR functions, analyses Amazon's global HR practices and evaluates how environmental differences across countries influence HR management.
3. Internal and External Environment
Understanding the business environment is essential because internal and external factors directly influence organisational performance and HR decision-making. The PESTLE framework is widely used to analyse the external environment by examining Political, Economic, Social, Technological, Legal and Environmental factors (Johnson, Scholes and Whittington, 2020). These influences shape organisational strategy and HR practices.
Political factors include government policies, taxation, immigration rules and employment legislation. HR managers operating internationally must adapt recruitment, contracts and workforce planning to comply with national regulations. For example, stricter immigration policies may reduce access to skilled international workers, increasing the need to develop domestic talent (Dessler, 2020).
Economic conditions such as inflation, unemployment and economic growth also affect HR planning. During economic downturns organisations may reduce recruitment or restructure their workforce, whereas economic growth often increases competition for skilled employees, encouraging employers to improve salaries and benefits (Bratton and Gold, 2022).
Social factors include demographic changes, workforce diversity and employee expectations. Modern employees increasingly value flexible working, wellbeing initiatives and career development (CIPD, 2024). Consequently, HR managers must promote diversity, inclusion and employee engagement while adapting policies to different cultural contexts.
Technological advances have transformed HR through artificial intelligence (AI), automation and Human Resource Information Systems (HRIS). These technologies improve recruitment, performance management and online training, although they also require organisations to invest continually in employee reskilling and digital capability (Stone et al., 2020).
Legal factors are particularly significant because employment laws differ between countries. Legislation governing discrimination, minimum wages, health and safety, working hours and employee rights directly influences HR policies. Failure to comply may result in legal action, financial penalties and reputational damage (Armstrong and Taylor, 2023).
Environmental factors have become increasingly important as organisations pursue sustainability goals. Climate change policies and corporate social responsibility (CSR) initiatives encourage organisations to adopt environmentally responsible practices, including green training programmes and flexible working arrangements (Renwick, Redman and Maguire, 2013).
Although PESTLE provides a comprehensive framework for analysing the external environment, it has limitations. It focuses primarily on macro-environmental factors while giving limited attention to internal issues such as organisational culture, leadership and employee capability. Furthermore, it provides a snapshot of current conditions rather than predicting future changes (Johnson, Scholes and Whittington, 2020).
Despite these limitations, the model remains valuable because environmental factors directly affect HR functions. Recruitment depends on labour market conditions and immigration policy; training responds to technological change; performance management must reflect cultural expectations and legal requirements; and employee relations are shaped by economic conditions and employment legislation. By monitoring these influences, HR managers can anticipate change, maintain compliance and develop strategies that strengthen organisational resilience and long-term performance.
4. Organisation Application
Introduction to Amazon
Amazon is one of the world's largest multinational technology and e-commerce companies. Founded by Jeff Bezos in 1994 and headquartered in Seattle, the organisation operates in over 100 countries across e-commerce, cloud computing (Amazon Web Services), logistics, digital streaming and artificial intelligence (Amazon, 2024). With more than 1.5 million employees worldwide, Amazon manages a diverse workforce comprising warehouse operatives, software engineers, customer service staff and corporate professionals.
Managing such a large international workforce requires HR managers to balance global business objectives with local employment legislation, labour market conditions and cultural expectations. Amazon therefore adopts a global HR strategy while adapting policies to meet country-specific requirements.
5. Amazon's HR Practices
Amazon uses technology-driven recruitment, including online applications, AI-assisted candidate screening and competency-based interviews to attract individuals who align with its Leadership Principles (Amazon, 2024). Recruitment strategies vary according to local labour markets and legal requirements.
Training and development are supported through induction programmes, technical training, leadership development and initiatives such as Career Choice, which enables employees to gain recognised qualifications while supporting organisational growth.
Performance management is central to Amazon's HR strategy. Employees are assessed using measurable indicators linked to productivity, customer satisfaction and leadership behaviours. Performance reviews support promotion, development and reward decisions. However, Amazon's performance management system has also been criticised for placing excessive pressure on employees, particularly within fulfilment centres, raising concerns about wellbeing and employee retention (Newman and Ford, 2021).
Employee relations remain an important HR responsibility because of Amazon's diverse global workforce. HR managers are responsible for employee engagement, conflict resolution, diversity initiatives and compliance with employment legislation. Increasing unionisation efforts in several countries have further highlighted the importance of maintaining effective communication and positive employment relationships.
6. Application of the PESTLE Model
The PESTLE framework demonstrates how external environmental factors influence Amazon's HR practices and the effectiveness of HR managers across international operations.
Political Factors
Political factors, including employment legislation, immigration policies and labour market regulation, significantly affect HR decision-making. Different countries impose varying requirements relating to employee rights, working hours and workplace safety, requiring Amazon's HR managers to adapt policies accordingly (Armstrong and Taylor, 2023).
For example, tighter immigration controls in the UK and United States restrict access to skilled international workers, increasing the need to recruit and develop domestic talent. Political pressure has also led to greater scrutiny of working conditions, requiring HR managers to strengthen health and safety procedures, employee wellbeing initiatives and regulatory compliance to protect both employees and organisational reputation.
Economic Factors
Economic conditions influence recruitment, workforce planning and employee retention. During periods of economic growth, Amazon expands operations rapidly, requiring HR managers to recruit and onboard large numbers of employees efficiently (Dessler, 2020). In contrast, economic uncertainty may result in restructuring, recruitment freezes or redundancies, requiring HR managers to maintain employee morale while controlling organisational costs.
Inflation and rising living costs also affect employee expectations regarding pay and benefits. HR managers must therefore balance financial sustainability with competitive reward packages that attract and retain skilled employees.
Social Factors
Changing workforce expectations have increased the importance of employee wellbeing, diversity, inclusion and flexible working (CIPD, 2024). Amazon has responded by expanding wellbeing initiatives, leadership development and diversity programmes. Nevertheless, criticism regarding workload, productivity monitoring and workplace pressure demonstrates the ongoing challenge of balancing organisational performance with employee welfare.
Demographic differences also influence HR strategy. Younger employees often value flexibility and career progression, whereas workers in developing economies may prioritise job security and financial stability. Consequently, HR managers must adapt recruitment, engagement and performance management practices to reflect local workforce expectations.
Technological Factors
Technology underpins many of Amazon's HR processes. Artificial intelligence, automation and Human Resource Information Systems (HRIS) improve recruitment, workforce planning and performance management while reducing administrative costs (Stone et al., 2020). Online learning platforms also enable employees to develop technical and leadership skills regardless of location.
Technology has particularly transformed performance management through data-driven productivity monitoring and objective performance metrics. While this improves efficiency, continuous monitoring has raised concerns about employee privacy, stress and wellbeing (Newman and Ford, 2021). HR managers therefore face the challenge of ensuring technology supports employee development rather than creating excessive workplace pressure.

Legal Factors
Legal factors are among the most significant influences on Amazon's HR practices because employment legislation differs across countries. HR managers must ensure compliance with laws covering recruitment, equality, health and safety, working hours, employee benefits and dismissal procedures (Armstrong and Taylor, 2023).
For example, UK employment law provides greater protection regarding annual leave, redundancy consultation and working hours than some other countries. In contrast, the United States offers employers greater flexibility through the principle of employment-at-will, although anti-discrimination and workplace safety legislation still apply. Consequently, Amazon's HR managers must adapt policies and performance management systems to meet local legal requirements while maintaining global standards.
Amazon has also faced legal challenges concerning workplace safety, employee surveillance and labour rights. These issues highlight the importance of HR managers in maintaining compliance, reducing legal risk and protecting the organisation's reputation.
Environmental Factors
Environmental sustainability has become increasingly important for multinational organisations. Governments, customers and investors expect businesses to reduce their environmental impact and demonstrate corporate social responsibility (CSR). In response, Amazon has committed to achieving net-zero carbon emissions by 2040 through initiatives such as the Climate Pledge, investment in renewable energy and the expansion of electric delivery vehicles (Amazon, 2024).
HR managers support these objectives by promoting sustainability through employee training, encouraging environmentally responsible workplace practices and embedding sustainability within organisational culture. Environmental factors also influence workforce planning, as climate-related disruptions may affect logistics operations and require contingency planning to protect employees and maintain business continuity.
Furthermore, many employees prefer organisations that demonstrate ethical and sustainable business practices. As a result, sustainability has become an important element of employer branding, helping Amazon attract and retain talented employees while strengthening employee engagement.
7. Country Differences and Their Impact on HR Effectiveness
Although Amazon applies global HR principles across its operations, environmental factors affect HR management differently because of variations in culture, legislation and economic conditions. HR managers must therefore balance global consistency with local responsiveness.
Cultural differences influence leadership, communication and performance management. Hofstede's cultural dimensions theory suggests that employees in high power-distance cultures generally accept hierarchical leadership more readily than employees in lower power-distance societies, where consultation and participation are expected (Hofstede, 2001). Consequently, Amazon cannot implement identical HR practices in every country.
For example, employees in the United Kingdom often expect regular feedback, career development and involvement in decision-making, whereas employees in some Asian countries may place greater value on collective success, respect for authority and long-term employment relationships. HR managers must therefore adapt communication styles, reward systems and leadership approaches to reflect local cultural expectations.
Economic differences also influence HR priorities. Developed economies often require competitive salaries, flexible working and career development to attract skilled professionals, while employees in developing economies may place greater importance on job security and stable employment. Similarly, European employment legislation generally provides stronger employee protections than many other regions, requiring HR managers to devote greater attention to legal compliance, employee consultation and industrial relations.
These differences demonstrate that successful international HR management requires cultural awareness, legal knowledge and strategic flexibility. HR managers are most effective when they adapt global policies to local conditions while maintaining organisational objectives.
8. Conclusion
Human Resource Management is essential to organisational success through effective recruitment, training and development, performance management and employee relations. However, the effectiveness of these functions depends on how well HR managers respond to both internal organisational issues and external environmental influences.
The PESTLE framework provides a valuable method for analysing how political, economic, social, technological, legal and environmental factors shape HR practice. Although it focuses mainly on the external environment and cannot predict future changes, it helps HR managers identify challenges, anticipate change and develop informed strategies that support organisational performance while ensuring legal and ethical compliance.
The case study of Amazon demonstrates the complexity of managing a global workforce. HR managers must continually adapt recruitment, training, performance management and employee relations to changing labour markets, technological developments, employment legislation and cultural expectations. Amazon's data-driven approach to performance management improves operational efficiency but also highlights the importance of balancing productivity with employee wellbeing and engagement.
The report also shows that country-specific differences prevent organisations from applying identical HR policies across all international operations. Successful HR managers combine global business objectives with locally appropriate practices that reflect legal, economic and cultural differences.
Looking ahead, HR managers will play an increasingly strategic role as artificial intelligence, digital transformation, remote working, workforce diversity and sustainability continue to reshape global business. Organisations such as Amazon will depend on HR professionals who possess strategic thinking, technological expertise and cultural awareness to build high-performing, legally compliant and sustainable workplaces.
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