Economic Pestle
The latest developments in the UK governments making work pay agenda (2025), proposes significant shifts towards stronger working and living conditions for employees, however CIPD, (2025a) has warned these reforms are predicted to put significant economic pressure on organisations as 36% of employers have already reported severe financial impacts from last years national insurance rise (CIPD, 2025b).  Neath Port Talbot Council (NPT) should analyse the proposed pay changes and integrate actions into the strategic implementation plan to minimise public service disruption (CIPD, 2024).  
The Council’s budget has already been detrimentally affected by the 9.8% increase to the national Living Wage in 2024, resulting in service cuts and voluntary redundancy in non- statutory services.  The proposed 6.7% increase for workers 21 and over, alongside further increase in youth rates (Gov.uk 2024), will support low paid workers and contribute to the improvement of community living standards.  However inflated staffing costs will undoubtedly place further financial strain on resources causing detriment to the communities that the bill aims to support.
NPT employs around 6500 staff and 40% of those are in entry level roles of catering, cleaning and social care (NPT, 2025).  A £15 million budget shortfall was already identified in 2025 as a result of Welsh assembly budget cuts (Hains, 2025).  Any further increase in salaries will add exponential pressure, forcing the council further into cost saving measures (Favorido, 2025).
NPT has previously implemented recruitment freezes and departmental restructures to redistribute existing staff to create salary savings.  Combined with tightening of the labour market and increased competition for available talent (Low Pay Commission, 2024) means we have struggled to provide essential services in housing and care.  Despite the wage increase expecting to cover trends in inflation up to 2026, the government may have failed to take into account the full impact on businesses and the struggling public sector economy.
Improved pay for lower-income workers has been proven to enhance living standards within other EU countries (Bailey, DiNardo and Stuart, 2021).  Higher wages can also make our employee benefit package more attractive for entry roles,  strengthening Council retention, especially in low employment areas like Neath and Port Talbot (Xu and Zhu, 2023).  Furthermore, by narrowing the pay gap between council roles and those in the private social care sector, the council will be better positioned to attract and compete for skilled care professionals.  
The increase in spendable income is also expected to stimulate the economy in NPT, which is historically categorised as being financially inactive area (Gov.wales, 2015).  With some of the highest unemployment and benefit dependency in Wales (ONS, 2025), better pay for low-income workers should reduce poverty and welfare reliance, aligning with Welsh assembly government Trailblazer initiative (Gov.wales, 2025).  However, the increased wage bill for the council has not been factored into the allocated budget spend, raising the likely need for departmental service cuts.
Many departments (including HR) lack viable cost-cutting options, meaning that savings can only be achieved through the termination of roles, which risks undermining service capacity and workforce morale.  Forced redundancies pose a risk of disruption to essential community services and increases pressure on existing staff, leading to reducing wellbeing, poor work life balance and increased mental health issues (Rydell and Storman, 2022).
The CIPD has advised that salary reforms are needed to safeguard employee welfare, however the worker protections must be balanced with business sustainability to avoid unintended job losses and community instability.  Pay increases also need to be matched with increased productivity to offset budget detriment and enhance community benefits (Koch, Reiner and Scheu,2024).  Existing staff need to be better trained, driving efficiencies through people management and proper implementation of change.
In order to prepare for this increase, the organisation needs to work with the director of finance and conduct a workforce wage audit to calculate the total wage spend increase for the existing roles and overall budgetary effect.  Larger organisations are particularly exposed to job cuts and spending restrictions as they manage the financial impact of the National Living Wage increase (Higashikata, 2021).  Any identified shortfall will require strategic leadership change to the community service delivery plan.  Scenario planning will be needed to analyse service adjustments and stricter performance measures will be needed to track workforce impact to avoid decreased overall labour productivity and employment (Chorna, 2021).  Failure to plan effectively could result in unintended service reductions, workforce disengagement, increased staff turnover, and financial inefficiencies that compromise the council’s ability to deliver sustainable statutory and community services.

Recommendations:
Implement a recruitment freeze until financial certainty is obtained around next years budget.  The organisation should not create and fill new roles with insufficient budget allocation.  The additional financial strain would need to be alleviated with redundancy proposals.
Previous cuts of non-statutory services have already met public dismay.  The council would have to look at a choice of cutting statutory services or raising council tax as supplementary income.  This has already been met with public outcry during previous consultations and if brought into force could result in community backlash and organisational defamation.
Consideration should be given to reductions, delays or even cancelled implementation of required infrastructure projects or community regeneration – which goes against Welsh assembly government plans and the Council objectives of helping Neath Port Talbot residents live good lives.  Removing employability support, reducing access to fitness services and withdrawing summer childcare health clubs could potentially harm the community.
Reducing staffing numbers or agency hours will remove lower paid roles but goes against the government aims with the implementation of the plan.
Engage with Welsh government to request increased funding support for essential services whilst seeking guidance on implementation and policy alignment of the new government guidance.
Ensure we remain in consultation with trade unions in all aspects of change to minimise disruption and ensure legal compliance.
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