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Executive Summary
The purpose of this report is to critically analyse the use of ‘PESTLE’ in evaluating the Political, Legal and Economic factors that may impact Neath Port Talbot County Borough Council (NPTCBC) and how these will influence decision making, competitive advantage and long-term sustainability.

The analysis has a particular focus on potential challenges and opportunities within the coming years taking into consideration the Labour Governments ‘Make Work Pay’ Plan.  The aim of which is to tackle low pay and poor terms and conditions of employment.  By doing so, their goal is to grow the economy, improve standard of living and create opportunities.

Key findings include:
Legal: The proposed legislation changes will seek to extend unfair dismissal rights from day one and introduce statutory probation periods.  These changes will require NPTCBC to review and update HR policies and procedures, upskill managers and strengthen performance management processes.  By doing so, it would ensure the Council are complying with the requirements and mitigate the risk of increased tribunal claims which could be costly to the organisation.

Economic: The proposed National Minimum Wage (NMW) increase and ongoing constraints on government funding would increase the funding gap for next year which is in the order of £20m.  NPTCBC are already facing times of austerity and must take a strategic approach in considering cost saving measures to manage the impact, particularly in relation to lower paid roles and ensuring longer term sustainability regarding the future workforce and service delivery.

Political: 
The Make Work Pay Plan initiative is seeking a repeal of the Trade Union Act 2016 with the aim of strengthening Trade Union rights, tackling low pay and ensuring fairness and equality within the workplace.

NPTCBC are committed to working in social partnership with Trade Unions and have been recognised by Welsh Government as best practice for their approach.  However, the proposals could change the dynamics of the relationship, impacting the future HR and Organisational Strategy.

On consideration of the above findings, it is recommended for NPTCBC to focus on ensuring the HR and Legal Teams keep abreast of the legislative changes, updating policies and procedures as necessary and provide bespoke training to managers.

Establishing a strategic working group, working with relevant stakeholders to evaluate both the financial and operational impact on wage increases and conduct integrated impact assessments.

Enhancing communication and engagement strategies to support the benefits of trade union membership, strengthening employee voice and promoting NPTCBC’s collaborative approach to attract and retain staff.

The regular use of PESTLE will support NPTCBC in having a proactive approach in anticipating risks and identifying opportunities which will be essential for the Council’s long-term sustainability and maintaining community expectations.
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Figure 1	Examples of PESTLE analysis factors



1. Introduction
[bookmark: _Hlk214692976]
1.1	Purpose
The purpose of this report is to critically analyse the use of ‘PESTLE’ in evaluating the Political, Legal and Economic factors that may impact NPTCBC.  Recent research has been undertaken as to how these factors influence decision making, competitive advantage and long-term sustainability.

As described by Hayden (2025), a PESTLE analysis is a macro environment analytical tool and an acronym for Political, Social, Technological, Legal and Environmental which considers external factors that could affect strategic decision making within an organisation, (figure 1).

	

	External factors to consider

	Political

	Government policy; Tax; political stability; industry regulations

	Economic

	Interest rates, cost of living, unemployment rates (local and national)

	Social

	Lifestyle factors; work-life balance; population; demographics

	Technology

	Automation; innovation; social networking; robotics

	Legal

	Employment law; health and safety regulations; local labour law

	Environmental

	Future pandemics; supply chain; procurement; transportation; ethical sourcing


Figure 1: Examples of PESTLE analysis factors – (Hayden, 2025)

Kew & Stredwick (2010, p.9) explain the benefits of organisations utilising the PESTLE tool by being proactive in identifying and analysing external environmental factors affecting and influencing current and future organisational and HR strategies. The analytical tool was first used in the early 1980’s referred to as PEST and by the early 2000’s it evolved into STEEPLE recognising ethics as an additional factor for consideration.  However, this report is focussing on PESTLE.

Hayden (2025) refers to the PESTLE tool as a simple framework in supporting strategic decision making and longer-term sustainability, template example provided at Appendix 1, (CIPD 2025a).  However, in order for the tool to be effective, it is suggested that it should be regularly reviewed and incorporated into change management processes, utilising expertise and resources within the organisation.

NPTCBC is a public sector organisation providing diverse services to the community with a focus on political agendas, budget constraints and particular interest from the community in relation to shaping service delivery.  The Corporate Strategy (2025-2028) details the councils’ intentions in contributing to, and improving external environmental factors within the community whilst also aligning to the seven national well-being goals detailed within the Wellbeing of Future Generations (Wales) Act (2015).  Applying the PESTLE framework will enable NPTCBC to anticipate current and emerging trends, identify any risks and enable forward thinking to implement measures to mitigate the risks whilst also identifying potential opportunities to support the organisation in delivering and achieving its strategic vision and objectives which will enable longer term sustainability.

In order to undertake a PESTLE successfully, as suggested by Hayden (2025), it is important to outline the scope of the research, examining both current and potential future changes and ensure it remains relevant to the sector in which the organisation functions.  As set out by legislation, NPTCBC has responsibility to deliver both statutory and non-statutory services to the community and in doing so is heavily reliant on funding from the government, (WLGA 2015-2025).  With the Council being the largest employer within the area, the PESTLE offers a structured, evidenced based approach to support strategic planning across the organisation and maintain competitive advantage.

Whilst the PESTLE analysis enables organisations to identify external factors, Buye (2021) recognises the effectiveness of PESTLE being integrated with other models including a SWOT analysis, appendix 2 (CIPD, 2025b) and Five Porters Forces, appendix 3 (Havard Business School, 2008) obtaining critical internal and external information to enable holistic strategic decision making, support organisational goals and ensure sustainability in a competitive market.

Recommendations will be provided for consideration.

2. Main Findings
The following factors consider the current UK Government’s Make Work Pay plan which is a legislative measure aimed at enhancing and modernising protections for employees.  It seeks to address gaps in existing employment law, introduce new worker rights and improve enforcement mechanisms.  (UK Government, 2025a).

2.1	Legal Factor
Organisations are compelled by legislative changes governed by law and therefore, it is important to be aware of how the proposals may impact NPTCBC in terms of decision making, competitive advantage and long-term sustainability.

The Employment Rights Bill proposes to provide employees with protection against unfair dismissal from the first day of employment and introduces a ‘statutory probation period’ to enhance employee protections and recognise the importance of ensuring a job is the right fit for both employers and employees.  (UK Government, 2025b).

Currently, employees need two years continuous service to qualify for unfair dismissal protection.  In addition, employers can use their discretion on whether to implement probationary periods.

This matter was debated in the House of Lords on 28th October 2025 during which there was a call for consideration of reducing the qualifying period to 6 months, this remains ongoing however, it is important for organisations to consider a strategic approach in preparing for the changes to avoid potential claims, (Moss, 2025a).

On 5 November 2025, the House of Commons rejected the House of Lords proposal for a six-month qualifying period for unfair dismissal rights. The bill will now return to the House of Lords for further debate, (Seery & Jackson 2025).

Wilmott (2025) suggests that the current legislation lowers the risk for employers when dismissing employees with less than 2 years’ service enabling them to make a decision without undertaking a fair and thorough process.  Whereas the implementation of this legislative change will ensure robust procedures are followed and employees treated equally irrelevant to their length of service.

The CIPD (2025c) emphasizes that these changes will require clear and more consistent dismissal procedures, particularly for public sector organisations likes NPTCBC who have a large, diverse workforce.  Therefore, it is suggested that the review of policies and procedures in relation to the employment lifecycle e.g. recruitment, induction, performance management is important to ensure robust and effective processes are in place.

[bookmark: _Hlk215080970]On review of the annual workforce data report 2024/25 (NPTCBC, 2025b), a total of 37 employees were dismissed from NPTCBC, 7 of which were employee’s with under 2 years’ service.  Fortunately, the Local Authority has not had any cases considered at an employment tribunal in the last 2 years.  However, there have been 5 ACAS cases which suggests that cases could have progressed to Tribunal but they have settled prior to progressing to that stage.

It is important to recognise that if probation and performance management processes are not undertaken effectively, NPTCBC could see an increase in employment tribunal claims which could have an impact on the organisation, (Morris, 2025).

NPTCBC has had a probation scheme in place for many years which was last reviewed in 2020 (NPTCBC, 2020).  Whilst all new starters are subject to a 6-month satisfactory probationary period which could be extended to 9 months, the annual workforce data report 2024/25 (NPTCBC, 2025b) outlines that during the last 12 months, 5 employees were dismissed due to unsatisfactory probation.

Faraghar (2024), suggests that that whilst organisations can utilise probation periods to demonstrate a fair process, it is recognised that there will be increased pressure on line managers to follow due process, ensuring the necessary documentation is in place and implementing early intervention strategies to support fair dismissals.

The Government are proposing a phased approach which includes consultation taking place in Summer/Autumn 2025 with the aim of implementation in 2027, specific dates will be become apparent following the close of consultation, (UK Government, 2025c).

Therefore, it is important that businesses are proactive in considering any adaptions to their policies and practices as necessary.  NPTCBC will be required to review current policies and procedures to ensure they are fit for purpose and updated in line with legislative changes.  Communication is key to successful implementation and the HR and Organisational Development Team will play a vital role in supporting the organisation through the change and ensuring the workforce is fit for the future (Roberts, 2024).

NPTCBC already recognise the importance of policy development and as detailed within the Future of Work Strategy there is a commitment to review performance management processes to ensure they are fit for purpose and applied consistently across the organisation (NPTCBC, 2022-2027).

Whilst we may see a rise in Unfair Dismissal claims, NPTCBC must have a proactive approach to mitigate the risk of unfair dismissal claims by working in Social Partnership with Trade Unions in embedding a culture of effective recruitment and performance management practices across the organisation, (CIPD, 2025f).

NPTCBC is a Local Government Organisation with the public having a particular interest in decision making around budget.  Therefore, it is important to recognise the impact on the organisation in relation to legal, financial, operational and reputational consequences should there be an increase in unfair dismissal claims, (CIPD, 2025d).

2.2	Economic
As part of the UK Governments agenda to make a significant shift in improving working lives of lower paid workers, it should be recognised that whilst the agenda will have a positive impact in relation to health and wellbeing and economic stability, there needs to be a balance between protecting workers with business sustainability, (CIPD, 2025a).

Consultation is currently underway in relation to an increase in the National Minimum Wage (NMW) from April 2026 with the aim of improving the standard of living for low paid workers.  Whilst the rate is yet to be confirmed, there is a suggestion that we will see a rise from £12.21 per hour to approximately £12.71 per hour, which is a 4.1% increase, (UK Government, 2025d).

Whilst Local Authorities received a 4.5% increase in Welsh Government funding during the 2024/2025 financial year, it should be recognised that without longer term sustainable funding, NPTCBC will continue to face significant financial pressures in order to protect jobs and provide essential services to the community, (Smith, 2025).

NPTCBC is a Local Government organisation, employing over 6,500 people to deliver a diverse range of services to the community, making it one of the largest employers within the local area.  The annual workforce data report 2024/25 (NPTCBC, 2025b) identifies that staffing costs account for 46.6% of council spend or £281 million of gross expenditure.

The National Joint Council (NJC) for Local Government services determines the pay spine for over 1.4 million government workers.  The most recent agreement for 2025-2026, accepted by employers and trade unions included a 3.2% increase to all pay spines with a commitment to deleting the lowest national pay spine point in 2026, (Local Government Association, 2025a).

The annual workforce data shows that during the past 12 months, 678 employees joined the Council, 180 of which were appointed on the lowest pay grades with the hourly rate being just above the national minimum wage (NPTCBC, 2025b).  The removal of the bottom pay spine in conjunction with the national minimum wage increase is going to affect 26.5% of the workforce who are currently paid within this pay bracket, the majority of which are within Catering, Cleaning and Social Care roles.  Cotton (2025) sees this as having a positive impact in relation to employee financial wellbeing which in turn will improve performance, reduce poverty and support recruitment and retention.

NPTCBC already recognise the importance of supporting lower paid workers and provide career development sessions for employees to gain skills and confidence with enhancing their career opportunities.  In addition, there is a commitment to reduce the Council’s Gender Pay Gap as currently, whilst the overall gender profile of the Council is 71% female, 97% of those employed in the lowest paid roles are female, (NPTCBC, 2024/2025).

Nevertheless, the Department for Business and Trade (2025a) recognise that an increase in the NMW would cause further financial pressures for the Council in relation to its own staffing costs and the cost of services it commissions from external organisations particularly in the areas of social care and home to school transport.  As an example, a 4% rise in NMW would increase external care costs by £3m, (NPTCBC, 2025/2026).

Subsequently, any increase in the NMW would increase the funding gap for next year which is in the order of £20m.  In order to close the gap, there would need to be a range of cost saving measures including reducing services and increased redundancies which would require strategic direction and decision making in relation to longer term sustainability of the organisation regarding the future workforce and service delivery (Local Government Association, 2025c).

Brauer (2025) suggests that the NMW increase will inevitably increase living standards and financial wellbeing for lower paid workers is within the spirit of the ‘Make Work Pay’ Plan however, it is important to understand the effects on employers in having a consistent and competitive approach and ensuring future organisational sustainability.  The concern for Local Government is that the increase in the NMW will result in pay differentials at the lower end of the pay scales which could affect staff morale, recruitment and retention.

2.3	Political Factor
Currently 11 Trade Unions are affiliated with the Labour Party promoting a collaborative approach in providing working people with a strong voice and presence in the workplace.  Employees working within unionised organisations benefit from improved terms and conditions, higher pay, equality and representation in relation to employment related matters, (Labour, 2025).

The UK Governments Make Work Pay initiative is seeking a repeal of the Trade Union Act 2016 which was passed by the previous Conservative Government with the aim of strengthening trade union rights, tackling low pay and ensuring fairness and equality within the workplace.  The plan aims to improve industrial relations by providing Trade Unions with a statutory right to access workplaces and removal of the 50% return threshold in relation to strike ballots (NB: public services 40% of those entitled to vote must say ‘yes’, however never applied to devolved Welsh authorise), only requiring a majority of members to vote in favour (The Department for Business and Trade 2025b).

NPTCBC are committed to working in social partnership with Trade Unions and recognise the importance of having an open and transparent relationship, building trust and confidence in enabling effective engagement and encouragement in relation to employee voice, which is key in successfully achieving the organisational and HR objectives, (NPTCBC, 2022-2027).  This approach was recognised by the Welsh Government as best practice with NPTCBC being the first employer in Wales to achieve People Development Partner status from the CIPD which is reflective of the commitment to championing better work and working lives, (Welsh Government, 2024).

Moss, (2025b) recognise the potential challenges organisations may face in relation to the changes whilst also trying to maintain effective partnership working.  Many smaller organisations are not equipped in dealing with Trade Unions which will see an increased demand on advice services, therefore the Government need to consider providing additional resources and investment in organisations such as ACAS in providing advice and support to avoid potential disputes.  In addition, the threat of strike action may influence decision making which could have greater implications on organisations and create workplace inequality.

NPTCBC formally recognise trade unions for collective bargaining purposes which is embedded into HR and workforce strategies to effectively achieve organisational objectives.  Therefore, it is important to highlight how the legislative changes could impact the organisation.  An example of which being in relation to pay negotiations.  During recent years, Trade Unions have balloted their members in relation to pay and terms and conditions however, as a result of the ballot return not meeting the 50% threshold, the National Pay Award for Local Government has settled the pay offer subsequently avoiding industrial action.  It should therefore be recognised that the change in legislation would have resulted in strike action being taken against the Council.

Eversheds Sutherland (2025), recognise the practical implications the proposed measures will bring and whilst NPTCBC are recognised for their effective social partnership working with Trade Unions, the introduction of the new legislation could potentially change the dynamics of the employer and Trade Union relationship which in turn would affect staff morale, impacting performance and losing trust and confidence in senior leaders which would work against the spirit of social partnership impacting the future HR and Organisational Strategy.

3. Conclusion
In conclusion, it is apparent that the proposed changes detailed within the Make Work Pay Plan will have substantial implications for NPTCBC in relation to strategic decision making, competitive advantage and long-term sustainability.

Therefore, it is important for the organisation to keep abreast of the changes by utilising the PESTLE tool effectively in understanding the external challenges and opportunities.  Working in close collaboration with relevant stakeholders including Trade Unions and the wider workforce and having a proactive approach in reviewing and adapting policies and procedures will be vital in responding to the ever-changing environment, (Kew & Stredwick 2010, p.9).

NPTCBC are already facing significant financial pressures and therefore; by incorporating regular PESTLE analysis into change management processes and strategic planning, the Council will be well equipped in achieving both the HR and organisational objectives, ensuring future sustainability and maintaining community expectations, (Hayden, 2025).

As highlighted previously; in order to achieve effective business decisions, PESTLE should be used in conjunction with other models such as SWOT analysis and Porter’s Five Forces.  This will enable the organisation to analyse both internal and external factors affecting the organisation, offering an in-depth understanding of the how aligning the organisational strategy with the people management strategy is essential in ensuring long-term success in its role as a leading public sector employer, (Buye, 2021).

4.	Recommendations
In order to address the challenges detailed above, the following recommendations are made to ensure longer term sustainability whilst supporting the workforce and maintaining service delivery for the community.


Legal
In order to keep abreast of the proposed changes, the Human Resources and Organisational Development Team in conjunction with Legal Services will be responsible for ensuring any changes to legislation and employment law are aligned to our policies and procedures.  The teams will be required to register and attend employment law updates and receive regular communication of any informed changes.  Overall, there will be no costs in attending these seminars as many organisations provide free updates and advice, (Local Government Association, 2025b, ACAS, 2025).  However, there will be a requirement to allow time for Senior Officers within the HR Team to attend and present updates to the wider Teams and Senior Leadership Team.  It is also important to note the additional workload on the HR Team in preparing and implementing the changes which may require a review of the resources available in delivering the workforce priorities.

The new legislation will require managers to clearly understand and implement fair dismissal procedures.  Therefore, a requirement to upskill managers on effective performance management and conduct issues from day one, emphasising the importance of documentation and early intervention to support dismissal (CIPD, 2025d).  This can be incorporated into the already established Management Development Training Programme of which the HR Managers currently act as Subject Matter Experts and deliver sessions as part of the programme.

Estimated Annual Costs
· HR time to attend employment law update seminars - £650
· HR Resources to deliver additional training - £650

Economic
Cribb, J et al. (2021) suggests that given the impact the NMW increase will have in relation to financial pressures due to wage increases, effective service delivery and commissioned services, it is important to have a proactive approach in considering preventative measures which will hopefully mitigate the effects on the organisation.

Establishing a working group comprising of the Head of People and Organisational Development, Principal HR Manager, Director of Finance and Payroll Manager to work in conjunction with Trade Unions to consider the strategic implications.  This is also reflective of the commitment from Trade Unions to work with employers on a review of the National Joint Committee pay spine as a priority. (Trade Union side of the National Joint Council, 2025-26, p13-14).

In accordance with the Public Sector Equality Duty, prior to commencing consultation in relation to any proposed changes to the National Joint Committee pay spine, there is a legal requirement to consider the impact any decisions may have on protected characteristics e.g. age, race, gender, disability.  Therefore, the completion of an Integrated Impact Assessment will ensure any potential inequalities can be identified and addressed prior to any decisions made which is essential in relation to fair and legal decision making, (Close the Gap, 2016).

Whilst there is no direct cost, the above will require investment in Strategic Officers time in engaging with the relevant stakeholders to consult on the proposed Organisational change and the completion of an Integrated Impact Assessment.

Political
Enabling employee voice and recognising the value of the workforce is vital in achieving organisational objectives.  It is therefore important to strengthen the communication regarding the benefits of employees joining a Trade Union which will enable a proactive approach in relation to the changes.  Enhance the message relayed by Strategic Leaders, HR and Trade Unions during the Corporate Induction Sessions in relation to the joint working approach so employees understand how they add value to the overall strategy as this captures all new starters across the organisation, (CIPD, 2025e).  There will be no cost to this as the Corporate Inductions sessions are already planned throughout the year.

In addition, promote NPTCBC via the corporate communication channels and recruitment platforms as an employer recognised as best practice in relation to effective Social Partnership Working.  This will evidence how the organisation encourages strong employee voice, which will promote the Council as an employer of choice, having a culture based on trust and fairness, enhancing the employment offer and attracting prospective candidates within a competitive market, (Unions 21, 2023).  There will be no additional cost as the Council already have communication mechanisms in place.
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Appendix 1
PESTLE analysis template
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Appendix 2
Completed SWOT analysis example template
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Appendix 3
Porters Five Forces Framework
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What opportunities and trends can you capitalise on? What external factors could impede your progress?
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THE FIVE FORCES IS A FRAMEWORK FOR UNDERSTANDING
THE COMPETITIVE FORCES AT WORK IN AN INDUSTRY, AND
WHICH DRIVE THE WAY ECONOMIC VALUE IS DIVIDED
AMONG INDUSTRY ACTORS.

First described by Michael Porter in his classic 1979 Harvard
Business Review article, Porter's insights started a revolution in
the strategy field and continue to shape business practice and
academic thinking today. A Five Forces analysis can help
‘companies assess industry attractiveness, how trends will affect
industry competition, which industries a company should compete
in—and how companies can position themselves for success.




