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[bookmark: _Toc215477925]Executive Summary
This report has been developed for a people-management audience to drive strategic workforce planning in Sofidel UK, applying the PESTLE framework. This is a familiar tool for analysing Political, Economic, Social, Technological, Legal and Environmental influences to provide a structured examination of the external environment in which workforce decisions are made. While it is a useful means by which organisations can understand the external pressures placed on them, the PESTLE framework has been found to be most useful where it is combined with good, strong internal insight into how external risks may be impacting internal strengths, weaknesses and workforce capabilities. This combined internal-external insight is crucial for Sofidel UK, where growing political, legal and economic pressures demand a more strategic approach to people management. 
This report has therefore examined the three most impactful external factors legal, political and economic and assessed the extent to which these pressures are impacting Sofidel's workforce strategy, risks and long-term sustainability. 
In summary, this analysis demonstrates that Sofidel UK is operating in a tightening legal environment, particularly given the proposed introduction of day-one unfair dismissal rights, which presents increased legal and reputational risks in the early stages of employment. Politically, the Government's Make Work Pay agenda and developing industrial strategy are creating rising expectations of employers to invest in skills and quality jobs, but political instability and limited national training capacity are constraining Sofidel's ability to leverage these opportunities. Economically, high inflation, volatile energy markets and rising labour costs are reducing Sofidel's financial headroom to invest in workforce pay, development and retention to the level which it aspires.
Together, these are presenting a complex set of pressures that require targeted and proactive people-management interventions. With this context in mind, the report recommends: 
1. Manager Training 
2. Internal Apprenticeship Pathway
3. Monitoring Energy Consumption 
These interventions, taken together, aim to support Sofidel's ongoing resilience, competitiveness and alignment with the Make Work Pay ambition to deliver a more skilled, secure and quality employment environment.
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[bookmark: _Toc215477926]Introduction
Comprehending the external environment is central to strategic planning, and one of the most widely used tools for this purpose is the PESTLE framework. Originally developed as PEST in the 1960s and 1970s, it focused on political, economic, social and technological forces, with legal and environmental factors added in the 1990s to reflect growing regulation and sustainability priorities (Taylor and Perkins, 2021, pp. 9–10). This shows the adaptability of the tool but also highlights that it is only as effective as an organisation’s ability to interpret complex and fluctuating conditions.
The PESTLE framework encourages organisations to scan broadly across external trends; however, it has limits. It can oversimplify interconnected issues and, without strong internal insight, organisations may misjudge which factors genuinely matter (CIPD, 2025e). Environmental scanning is most valuable when PESTLE is combined with other analytical tools such as SWOT, which enables comparison of external opportunities and threats with internal strengths and weaknesses (Armstrong, 2020, p. 28). Used alone, PESTLE may identify risks but cannot assess an organisation’s capacity to respond.
For Sofidel UK, the PESTLE framework remains relevant for understanding increasing pressures on the manufacturing and people-management environment, but its value relies on pairing external analysis with sound internal data, reflection and practical strategic planning.
This report critically analyses the legal, political and economic factors most affecting Sofidel’s UK workforce strategy and their implications for decision-making, competitiveness and long-term sustainability.
[bookmark: _Toc215477927]Legal Factor
According to the Department for Business and Trade (DBT, 2024a), there have been significant changes to employment protections following the government’s update of the Employment Rights Bill. Currently, employees need to have been continuously employed for two years to bring an unfair dismissal claim, with an exception for situations where dismissal falls under automatically unfair reasons, such as discrimination, whistleblowing or the use of statutory rights (ACAS, 2024). Employees also have the right to request the reasons for dismissal after they have two years of continuous employment (Employment Rights Act 1996, ss. 92-93).
The reform is set to come into force from 2027 (CIPD, 2025a) and as part of its Make Work Pay programme (DBT, 2024a), it would protect employees from unfair dismissal from the first day of employment. While it is intended to offer basic protections for employees, it is designed to make sure that the job is a good fit for both employee and employer. The reform would also introduce a statutory probationary period, which is expected to last nine months. Throughout this period, dismissal standards are expected to have a "lighter touch” and will allow employers to continue to dismiss employees if they do not meet the requirements of the role (DBT, 2024a). 
Employees will still have the right to request the reasons for dismissal, but this will be on completion of the statutory probation period not two years of continuous employment. The Government will consult on the length of the statutory probation period and how the lighter-touch dismissal process will work (DBT, 2024a). While this change can ensure good practice as an employer, it will add to our procedural risk as organisations (CIPD, 2025a). The intention is to ensure both early-stage job security and to ensure that the legal protection reflects the position already held by some of the best employers (DBT, 2025a). Additionally, it may lead to the increased fairness and transparency across organisations in terms of the probation and performance management process on a more individual and corporate basis (Jenkin, 2025). In practice, after day one protection is in place, any termination could be subject to greater scrutiny (DBT, 2024a). The introduction of day-one unfair dismissal rights is expected to increase legal and reputational risk as early employment remains the time at which dismissals are most common (Sofidel, 2024a). 
This further supports the need to invest in strengthening recruitment, retention and engagement to ensure fair practice and protect against the risk of Tribunal claims occurring from individuals (HM Government, 2024). During the period of January to December 2024, Sofidel UK recorded 12 employer-led terminations within the first year of employment for hourly paid employees, down from 19 in 2023. When analysing the reasons for dismissal, 42% were due to capability and 33% were on the grounds of the employees not passing probation suggesting that nearly three-quarters of dismissals were likely to be deemed early stage of employment. This could mean that after the introduction of day-one unfair dismissal protections the cases could now form the basis of a tribunal claim, presenting a possible legal risk for Sofidel. While the numbers have reduced overall, 21% of all Sofidel terminations in 2024 could now be challenged at a tribunal if not fairly and consistently managed (Sofidel, 2024a).
From a resource-based perspective (Barney, 1991), early-stage high frequency dismissals is not a good trend as the human capital advantage of the organization is weakened while losing out on an opportunity to retain those prospective talents whom, if nurtured, can become a valuable source of sustained competitive advantage.
According to Harper James Solicitors (2024), employment tribunal claims can be costly, with average claims costing approximately £10,000 to defend. In some cases, total costs can rise to £25,000 when considering other factors such as legal fees, expert witness costs and settlements. There are also hidden costs which include time, disruption to the company, stress and emotional toll on employee and management. The average award paid for unfair dismissal in 2023/24 was £14,000, with the largest being £179,000 (Ministry of Justice, 2024). For example, Sofidel UK had 12 dismissals within the first year of employment in 2024 and if one or two of these claims were successful at tribunal, it could damage Sofidel UK's brand and cause significant financial losses, despite the new Employment Rights Bill that will allow a consultation on a statutory probationary period where any awards may be capped, reducing direct exposure to financial risks (DBT, 2025a).
Although this new reform does create additional legal and procedural responsibilities for the employer, Buckley (2024) argues that it also presents an opportunity to improve culture, as the introduction of this reform can positively impact morale, trust and retention. This works best when combined with a well‑structured onboarding process, as highlighted in CIPD's report, which emphasises how induction decreases turnover and enhances integration. Taken together, these perspectives imply that while onboarding can mitigate the risks associated with new legal obligations, how well organisations navigate the new legal obligations, while balancing their culture, wellbeing and performance management considerations, will determine whether onboarding is successful or not (CIPD, 2024a). For Sofidel, this movement provides a chance to reaffirm a values-based approach and align probation practices with a commitment to a transparent and supportive employment experience. 
[bookmark: _Toc215477928]Political Factor
The Modern Industrial Strategy provides a clear roadmap for longer term economic development, aiming to move the UK towards a high-skill, high-wage economy. A large part of the plan is dedicated to addressing skills shortage and low productivity that continues to restrict UK sectors. These tensions have led to increasing the demand on the government to play an important role in upskilling the workforce (DBT, 2025c).
As a result, training programmes, upskilling and provision of local skills have become more emphasised. Led by the Department for Business and Trade and by incorporating skills reform, the strategy goes hand in hand with the Make Work Pay agenda, to be a more skilled and better paid workforce (DBT, 2025a; DBT, 2025c).
This focus is reiterated by the Department for Education’s (DfE) Assessment of Priority Skills to 2030, which highlights the need to boost productivity and expand the pool of skilled workers as part of building a stronger, higher-skilled labour market (Skills England, 2025).
Before the financial crisis of 2007-8, productivity was rising at around 2% a year but that growth has slowed significantly, according to the Office for National Statistics (ONS), with output per hour worked down 0.39% in 2023 (ONS, 2023). Had that trend continued, productivity would have been about 26 per cent higher by 2022 (House of Lords Library, 2024). The continuing decline justifies the government's emphasis on the skills of the workforce as a political priority and its make work pay agenda, to lift workers' pay through upskilling the workforce. In response to these challenges, the government has placed skills policy at the centre of both long-term industrial strategy and broader labour market reforms (DfE, 2025; DBT, 2024a). In England, there is a development of Local Skills Improvement Plans (LSIPs) to tackle skills shortages and boost productivity, established through the Skills and Post‑16 Education Act 2022 (UK Government, 2022).
According to the Department for Education (2022), LSIPs' aim is to ensure that post-16 technical education and training meet the skills needs of local employers and align with economic priorities. LSIPs are led by Employer Representative Bodies as directed by the Department for Education. The aim is to put employers at the centre of the skills conversation, feeding into the provision being made to ensure it meets the needs of the local labour market.
In practice, this can mean a manufacturing organisation may identify a shortage in welding or maintenance engineering and work with a college to adapt its courses. Funded by the Local Skills Improvement Fund, LSIPs help employers not only to ensure new entrants have the skills they need but can also upskill or reskill their existing workforce (DfE, 2024) in the face of automation, digitalisation and green transition. For Sofidel UK this means that even when LSIPs identify priority skills, the local colleges are unable to react quickly enough, particularly in more technical areas such as maintenance engineering and automation. This limits apprenticeship provision and leaves employers such as Sofidel to pick up the cost of training staff from scratch or recruiting from overseas.
The government also shows intent to develop the skills of the workforce (DBT, 2025c). However, there is little evidence of policy continuity as there have been several changes in strategy e.g. Industrial Strategy (2017), Plan for Growth (2021) and Modern Industrial Strategy (2025) (House of Commons Library, 2025). This is not reassuring for employers because there is little incentive to invest in long term training as the policy framework is not stable. Intent is not enough, as without policy implementation, this has little value. For Sofidel UK, this can potentially create issues in terms of workforce planning due to unlikely investment in long-term skills development schemes if this is implemented in an environment of uncertainty.
Furthermore, it becomes more complicated because different parts of the UK run the policy in their own way. LSIPs run only in England, Wales and Scotland operate different systems (Growing Mid Wales, 2024; Skills Development Scotland, 2022), meaning Sofidel must adjust its workforce planning for regional differences. These complications add to the administrative burden of Sofidel, limiting the availability of training solutions to multiple sites. Although policies are in place, colleges do not have enough money or staff to run the courses that employers need (Association of Colleges, 2024). Even with the help of apprenticeships, the number of apprentices being trained is still less than the actual number of apprenticeships available as there isn't enough training capacity to cater for the increasing demand. For example, at the beginning of 2025, there were five apprenticeship vacancies in the budget but only one position has been filled (Sofidel, 2025a). This further proves the point that Sofidel needs to improve its workforce planning process.
[bookmark: _Toc215477929]Economical Factor
The UK continues to experience a high period of inflation with ongoing hikes in consumer prices, energy costs remaining at significantly higher levels than normal and ongoing volatility in global supply chains. Data from (ONS, 2025b) confirm that inflation remains higher than pre‑pandemic levels, pushing up living costs and wage demands. The Bank of England notes ongoing volatility in energy markets, creating sudden changes in costs for energy intensive sectors (Bank of England, 2025). Together, these have made for a tough trading environment for UK manufacturers, meaning that they now face higher costs, stronger expectations of pay rises and less ability to invest in the workforce (ONS, 2025c; Make UK, 2025).
As a large manufacturer of tissue paper, Sofidel UK is especially affected by rising costs of gas and electricity, causing its operational costs to go up significantly. The Bank of England explained that there is still instability in the energy markets, leading to a sharp fluctuation in the costs for industries that depend on energy (Bank of England, 2025). In 2024, the integrated report from Sofidel explained that one of the main challenges that the company faces is the continuous volatility of the energy markets and commodity prices, as well as the investments in hydrogen projects in the UK in Baglan and Leicester to prevent future risks (Sofidel, 2024b). 
The fluctuating prices of global pulp and the increased logistics costs also add to the squeeze in Sofidel's margins, which reduces its capability to spend more on workforce investments, with its EBITDA falling from 21.11% in 2023 to 17.85% in 2024, because of the increasing input costs impacting its profitability (Sofidel, 2024b). The high costs of inflation also make it expensive to recruit workers, as the shortage of manufacturing workers drives up wages in manufacturing (ONS, 2025a; Cockett, 2025). Similarly, Make UK sectoral analysis shows that manufacturers have squeezed margins and increased labour costs, impacting their ability to invest in workforce improvement (ONS, 2025b; ONS, 2025c; Make UK, 2025). All of these conditions show that the economic challenges make it harder for Sofidel UK to balance the high prices of inputs and sustaining initiatives for the workers.
The Make Work Pay agenda supports the growing expectation among the workforce for fairer pay and stable work, particularly for sectors dealing with inflation (DBT, 2024a). The hike in cost of living increases the likelihood of employees demanding wage hikes that match inflation, in turn increasing the financial burden on the employer (ONS, 2025b). The latest ONS average weekly earnings data showcases that annual regular pay rose by 4.6% in July-September 2025, thereby enforcing a growing expectation among workers that their pay should further increase alongside inflation. Meeting these expectations is a challenge for Sofidel as the operating costs such as energy and materials are also on the rise simultaneously (Sofidel, 2024b). This implies that inflation not only affects the operational decisions but also makes it challenging for Sofidel to make its Make Work Pay agenda more realistic as rising energy and raw material costs continue to drive pressure on the margins (ONS, 2025b; Sofidel, 2024b) while the government policy supports the perception of fairer pay and stable work (DBT, 2024a).
These economic restrictions also affect how much the company can afford to further develop its workforce, as operational costs continue to rise it means that investment needs to be carefully managed and initiatives, such as pay progression, internal training, apprenticeships and employee benefits need to be balanced against the financial reality of reduced margins (Sofidel, 2024b; CIPD, 2025c). It is important to note that while Sofidel strives to be a competitive employer, inflation could limit its ability to match wage growth in the broader labour market, particularly for jobs in technical and engineering where the demand for staff is already high (ONS, 2025c; IET, 2025). Although the organisation would prefer to continue to pay competitively, with energy and raw material prices often volatile, it risks losing talent to other organisations that may face fewer cost pressures or have sites in other regions with lower energy prices (Sofidel, 2024b). Further into the future, continued inflation may progressively limit how much the organisation can afford to invest in its people, so improvements in efficiency such as conserving energy and selective automation will be essential to protecting future capability and helping to achieve the Make Work Pay aim of delivering employment which is not only of good quality but also financially secure (Sofidel, 2024b; DBT, 2024a).
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Overall, the analysis shows that Sofidel UK is subject to a progressively more difficult external environment, in terms of political, legal and economic pressures. Firstly, changes on the political landscape around the Industrial Strategy and Make Work Pay agenda, place a greater emphasis on the need for employers to invest in skills, job quality and longer-term workforce developments (DBT, 2025c; DBT, 2024a). However, policy instability and a lack of sufficient national training capacity, undermines their effectiveness, placing more responsibility on businesses to meet ongoing skills shortages. 
Similarly, the introduction of day-one rights to unfair dismissal increases expectations on fair treatment and job security, impacting Sofidel's imperative to build management capacity, documentation and approaches to performance management (DBT, 2024a). 
Simultaneously, ongoing inflationary pressures and increasing operational costs continue to limit the organisation's ability to invest in pay, training and development to the extent it would like (Sofidel, 2024b). The combination of these pressures indicates that Sofidel needs to be far more proactive in its approach to workforce strategies if it is to remain competitive, resilient and aligned with the principles of Make Work Pay. The subsequent recommendations therefore highlight key priorities for supporting organisational sustainability and improved employment outcomes over the longer term.
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To support Sofidel UK's ability to attract, retain and develop its workforce in the interests of the Make Work Pay agenda, this section will outline three recommendations for consideration, informed by the Political, Legal and Economic analysis (DBT, 2024a). These recommendations reflect some of the immediate priorities but also look ahead to the longer term. Indicative costings are provided, where possible, for planning purposes.
1. Manager Training 
Priority: Immediate (0-6 months)
The introduction of a day one unfair dismissal right will mean that the earliest part of the employment journey is the highest area of legal and financial risk for Sofidel (DBT, 2024a; CIPD, 2024b). Internal data shows that 75% of dismissals occur within the first 12 months (Sofidel, 2024a). Many of these will happen during the period most likely to attract a tribunal claim once the reform takes effect, so improving probation and onboarding is crucial to making sure Sofidel's decisions are fair, consistent and defensible. 
Sofidel needs to develop and embed a consistent probation framework that sets out expectations, has regular checkpoints and requires documentation. All managers must receive mandatory training to make sure they understand the new legal obligations, can manage capability concerns fairly and can conduct robust probation reviews. This training would reinforce good practice principles and support the Make Work Pay ambition of transparent and high-quality employment from day one (DBT,2024a). 
Moreover, every dismissal decision in the early stages should be subjected to a compulsory HR oversight to ensure legal compliance and equal treatment of the staff members (CIPD, 2025b). Reinforcing these processes will decrease the risk of tribunal claims, increase retention rates of new employees and enhance Sofidel's reputation as a fair and responsible employer in a highly competitive labour market (Pinsent Masons, 2025). 
Costs:
· Manager training sessions: £2,000 (CIPD, 2025d)
· Manager time to attend training: £2,000 (Sofidel, 2025b)
· Materials/admin: £300 (Sofidel, 2025c)
Total (Year 1): £3,300
2. Internal Apprenticeship Pathway
Priority: Medim-term (6-12 months)
One factor contributing to this lack of scale is under-funded colleges and slow response times, which have hindered the ability to create a local talent pipeline (Association of Colleges, 2024). The LSIPs do not have the scale to create the technical skills that employers need and this has proved difficult. One area of concern is whether Sofidel can fill all five apprenticeship places they have budgeted to fill in 2025 (Sofidel, 2025a). To overcome this weakness, it is recommended that Sofidel explore options to scale the apprenticeship offer by collaborating with high-performing regional providers and create an internal pathway.
Siemens UK has used an internal pathway for its automation and process engineering graduate and apprenticeship programs. These programmes have allowed Siemens to build a strong pipeline of talented employees and enhanced its reputation as a great manufacturing employer (Siemens, 2025). The success of Siemens demonstrates the logic of Human Capital Theory in which skills and knowledge are viewed as a form of capital, created through deliberate investment (Schultz, 1961). Critiques of this theory, however, are that investment alone does not necessarily resolve skills shortages. 
For Sofidel, its internal pathway will depend on whether apprenticeships are scaled and aligned to technical needs in maintenance, automation and process control. This approach would directly support the Industrial Strategy and the Make Work Pay mission, by investing in long-term skills and raising the capability of employees, in support of a higher-skilled, better-paid workforce. It will also boost workforce resilience, reduce the dependency on external markets and reduce the recruitment costs associated with leaving technical vacancies unfulfilled for many months. Lastly, recent studies have shown increased retention and productivity among employers who have focused on funding for apprenticeships in a downturn, particularly in manufacturing businesses with an engineering focus (Make UK, 2025; Hogarth and McCartney, 2024).
The costs of training an apprentice are covered by the levy and only the cost of salary and support is covered by Sofidel (UK Government, 2025).
Costs
· Manager and mentor training: £5,000 (CIPD, 2025d)
· Onboarding and internal pathway materials: £1,200 (Sofidel, 2025d)
· HR oversight and administration: £1,200 (Sofidel, 2025e)
· Apprentice salary: £22,000 (Sofidel, 2025f)
Total (Year 1): £29,400
3. Monitoring Energy Consumption 
Priority: Medim-term (6-12 months)
To maintain investments in the workforce during periods of economic volatility, Sofidel should implement a targeted energy-efficiency programme focused on monitoring of energy consumption in high-usage areas. This is already implemented through energy monitoring systems for all Sofidel's plants, as stated in its Integrated Report, so this recommendation just aims at further increasing the granularity of monitoring through additional sub-metering in high-usage zones such as production plants, to integrate existing monitoring with an introductory analytics dashboard and to assign a limited staff time to bring the output of this monitoring into Sofidel's existing sustainability reporting (Sofidel, 2024b). Through systematic monitoring, the company will have visibility into areas of energy inefficiency and consumption trends and can compare site performance*. This provides an opportunity to save energy costs without large capital-intensive projects. Lean operations principles support this as it focuses on limiting waste and improving process stability as a long-term cost resilience (Womack, Jones and Roos, 1997). Comparable energy-intensive manufacturers, Alcoa for example, have found significant reductions in energy waste through programs that focus on metering and optimizing energy (Alcoa, 2023). Through a structured approach, Sofidel can similarly reduce operating costs and reinvest in its workforce. 
As Sofidel reduces exposure to energy-price swings, the company will have more internal resources to invest in workforce priorities, such as apprenticeships, internal upskilling and progressive pay, which is also a goal of the Make Work Pay agenda in the improvement of job quality and constant earnings (Sofidel, 2024b; (DBTa). 
This monitoring program should be part of the current continuous improvement framework, so that they can measure the progress and reinvest into strategic targets to sustain long-term workforce planning and organisational sustainability. 

Costs 
· Additional sub-meter installation: £4,000 (Department for Energy Security & Net Zero, 2023)
· Improvements to energy monitoring software: £1,500 (Energy Elephant, 2025)
· Staff time for setup/reporting: £500 (Sofidel, 2025g)
Total (Year 1): £6,000
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