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This report is prepared for the Senior Leadership Team to outline the effects of the implementation of the UK Governments ‘make work pay’ plan on Neath Port Talbot Council.  It provides an explanation and critical analysis of the use of a PESTLE tool including internal and external factors influencing Neath Port Talbot Council.

The Political factor reviews mandatory equality and pay reporting requirements for organisations’ with over 250 employees stemming from the Equality (Race and Disability) Bill (2025).   It identified potential loss of previous competitive advantage in recruitment initiatives requiring diversification strategies to bolster sustainability of workforce. 

The legal factor outlines proposals to remove the 2-year probation period and reduction of probation to 6 months, through provision of employment rights from day 1 as drafted in the Employment Rights Bill (2024).  Whilst not yet executed into law, potential exposure to increased tribunal claims of £458,208 have been identified.

The economic factor outlines potential damaging effects of the increase to national minimum wage on council budget and statutory service provision.  A budget deficit of £1.5 million is predicted, requiring potential implementation of costs savings provisions.

Based on analysis, 3 recommendations have been proposed for consideration and implementation by strategic leadership.  These include:
1. Recruitment freezes on non-customer facing and statutory provision roles as a cost saving exercise to pay for the additional national minimum wage deficit.
2. Management training on the role and policy surrounding probation and dismissal of employees to safeguard and reduce the possibility of tribunal claims.
3. Create a disability and ethnic minority network to support underrepresented employees whilst fulfilling the equality commitments outlined in the ‘make work pay’ plan and provide a replacement competitive advantage to bolster effects of private sector initiatives following mandatory equality reporting.
Implementing recommendations will support the organisations’ performance and help us achieve the future of work strategy within budgetary frameworks.
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A PESTEL is an analytical tool used to support forward-thinking organisations with strategic decision making (Karadzhov and Patarchanova, 2025). It helps businesses identify external factors surrounding Political, Economic, Social, Technological, Environmental and Legal changes that could present trends or risks to the organisation (Marmol et al, 2015).  Understanding the influence of these factors helps organisations make decisions that enhances resilience through forward business planning (CIPD, 2021).  When conducting an analysis, research should be gathered on how each factor could impact the organisation.  For example, the closure of the blast furnace in TATA steel will impact the communities within Neath Port Talbot (NPT) through economic downturn, reduced societal wellbeing from unemployment and requirement for financial support strategies from the council. 
Each pestle factor should be evaluated, conducting wider reading and researching potential affects to the industry.  Changes should be anticipated and the positive or negative impact assessed.  High impact factors should be prioritised and a strategic framework drafted to predict potential shortfalls in funding, resource, or provision, allowing NPT to react quickly preventing community detriment (Anderson, 2025).  It is also essential to consider the accuracy of the data used, as only reliable sources will provide authentic insights, allowing the Council to adapt to ever changing business needs (Mdhlalose, 2025).
When used correctly Pestle is particularly beneficial when drafting public policy as it can enhance local government decision making, allowing analysis of internal budgetary restraints whilst evaluating external societal influences, ensuring forethought to guarantee continued provision of statutory public services (Belsare, 2025).  However, focussing on incorrect or irrelevant factors can undermine the intended benefits of public policy changes (Liana et al, 2025), meaning that the council can’t deliver on community projects, causing societal detriment.  
The pestle tool can help create an analytical snapshot in time. However, with public sector priorities changing rapidly, the analysis should be regularly revisited to ensure continued accuracy. Furthermore, Yuksel (2012) recommends integrating Pestle with other strategic tools such as SWOT to ensure multi-dimensional insights into organisational issues.  Completing a further deep dive into each factor and looking at the strengths, weaknesses opportunities and threats creates a more powerful relevant examination, ensuring community stability through strategic organisational and financial planning.  This approach is further supported by Kansongue et al, (2023), who notes that as business and trading environments become ever more unstable, a dynamic process of analysis is needed, overlapping methodological tools to capture both internal capacities and environmental influences to safeguard commercial activities
Understanding and predicting outcomes around changes in governmental policies, agendas and economic development are key to a holistic approach, encouraging planning for potential situations that need to be dealt with in the future (Armstrong, 2014, pp.219). Independent factorial evaluation should also be combined with other resources to identify potential relationships between Pestle factors and avoid ambiguity and vagueness through interpretation, increasing accuracy and further supporting researched based decision making (Namin et al, 2019).  
Considering the proposed UK government changes resulting from the ‘Make Work Pay’ Plan, this report will utilise a PESTLE analysis to present senior leadership with analytical influences of Legal, Political and Economic outcomes, thereby making recommendations for project inclusion in the NPT Strategic Action plan.
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The UK Governments ‘Make Work Pay’ plan has been designed to boost the UK economy and raise living standards by increasing access to work and strengthening workers’ rights (UK Government, 2025).  The political agenda focuses on fairness and equality, which underpins the conventions of local government.
NPT are leading the way by signing Race Cymru’s Zero Racism Policy Pledge (NPT, 2025b).  We already monitor and report on equality and diversity across all aspects of the organisation, which means we are prepared for the proposed mandatory ethnicity and disability pay gap reporting from the Equality (Race and Disability) Bill (2025).  However, with proposals to make ethnicity and disability pay gap reporting mandatory for organisations with over 250 employees, this could have a detrimental effect in NPT’s mission to become employer of choice (O’Sullivan, 2024).
Anticipated political pressure for businesses to report on diversity statistics is likely to drive private sector development of action plans to improve workplace equality, erasing current public sector advantage.  Aldi (2025) has already started working with specialist agencies to increase applications for underrepresented groups intensifying competition in sourcing candidates from different demographics.  From an economic standpoint, NPT doesn’t have the budget or resources to compete with positive targeted recruitment campaigns.  Increased competition could further hinder our ability to recruit customer facing roles, limiting capacity to deliver essential community projects which is detrimental to society (Liana et al, 2025).

NPT already creates an Annual Equalities Report (NPT, 2024b) which highlights the need to improve representation to reflect the served community.  Statistics show that 1.7% of the workforce identify as Black, Asian and minority Ethnic (BAME).  This is below the 3.4% proportion within the county borough. Despite NPT not setting diversity targets (to ensure continued fairness in the recruitment process), low statistics could foster reputational damage, deterring applicants when they see unrepresented minorities in the workforce.  Increased competition for BAME candidates could further reduce our effectiveness in recruiting specialist roles, especially those in social care where a substantial proportion of the workforce comprises non-UK nationals (NPT, 2025c).  If private sector targets diverse talent to improve the mandatory reporting statistics, NPT risks facing shortfalls in recruitment for public service roles. 
Considering the social effect on this political factor, diversifying the workforce would allow NPT to be representative of the community that it serves (Larkin, 2021).  NPT has already implemented guaranteed interviews for disabled applicants through the recruitment and selection policy (NPT, 2025c).  With 3% of the workforce declaring a disability, active promotion of disability passports and flexible working has significantly helped recruit over 200 disabled workers.  Reporting on these statistics shows NPT commitment to equality, making us more attractive to applicants (CIPD, 2024).  However, Roache (2025) recommends continuing work with Employability services to help close the gap for disabled people.  Currently disabled people have an employment rate of 53.4% compared to 81.8% for non-disabled people.  Strengthening partnerships with charities and stakeholders could help counter the 28.4 percentage point disparity, improving access to work as outlined in the government’s plan.
When further analysing the political factor, consideration should be given to legal connotations whereby promoting equality to increase minority representation solely for targeted reporting purposes, could result in discrimination claims.  Beale (2023) reported that to hit minority recruitment targets, the RAF positively discriminated against 31 white male recruits by fast tracking 161 women and ethnic minorities, awarding thousands of pounds in compensation.  NPT budgets don’t provide additional funds to spend on unlawful discrimination claims, so care must be taken to minimise any potential risk upfront, by ensuring creation of and compliance with watertight policies (Melling, 2023).
In respect of budgetary constraints, the proposed policy reform also extends to equal pay reporting, which again has been inconsistent in private sector.  With 71% of the workforce being female, NPT took proactive steps and was the first Welsh council to settle the equal pay bill compensating £6.5m to over 2400 workers (Personnel Today, 2007).  With most money stemming from Welsh Government loans, this caused budgetary shortfalls in repayments until 2020.  Strategic financial planning prevented severe disruption to frontline services, preventing strike action as witnessed with Birmingham Councils equal pay claims (Unison, 2025).  To ensure pay equality, since 2007, NPT is signatory to the GLPC job evaluation (Local Government Association, 2025) whereby wage levels are set on objective assessment of role complexity and responsibility.  Whilst ensuring employees are paid fairly and equally, meeting obligation under the Equality Act (2010), the inflexibility of grades mean NPT is uncompetitive with private sector wages.
Mandatory pay gap reporting could result in private firms investing heavily in branding campaigns to counter negative perceptions.  Adjusting pay structures to close gaps could create pay inflation, which NPT cannot match due to GLPC restraints that already create a competitive disadvantage.  Publicised marketing of the widening gap could deter applicants, causing skills shortages and lack of workforce sustainability (Lam et al, 2022).  Hard to fill roles such as engineering and social work currently have market pay supplements to erase the gap between market pricing and graded offerings.  Whilst a temporary fix, this is not financially sustainable long term, and budget prevents it being extended to other areas (Local Government, 2016).
The Political pestle into equality reporting has uncovered potential threats to recruitment and sustainability.  Whilst positive and negative outcomes have been evaluated, to minimise impact of mandatory reporting and remain competitive, NPT should consider employee engagement benefits to attract candidates through representation whilst strengthening the Strategic Equality Plan (NPT, 2020) and bolstering the long-term sustainability of council services. 
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The legal proposals of the ‘Make Work Pay’ Plan are presented in the Employment Rights Bill (2024); however, the regulations are not yet adopted into UK law.  As of 5th November 2025, the House of Lords was still debating proposals to remove the 2-year unfair dismissal period and reduce probationary timeframe to 6 months (CIPD, 2025a).  Despite this uncertainty, NPT must review potential impact in readiness for future implementation.  Understanding the risks allows NPT to make early decisions on operations and resources.
NPT currently operates a 6-month probationary period; however, this is a policy recommendation and not mandatory for all departments (NPT, 2023).  With significant differences in directorate needs, managers implement personalised strategies depending on workforce needs.  Recycling operations rely on agency staff so don’t require dismissal services. However, street care regularly uses probationary dismissals.  Potential removal of the 2-year unfair dismissal period could open the Council to unprecedented tribunal claims.  Analysis of data from the workforce Information Report (NPT, 2025) shows 705 employees left the council last financial year, with 26% of terminations initiated by NPT.  Despite 183 people being identified for dismissal, 37 were formally dismissed but only 10 were within 2 years’ service and only 5 due to unsatisfactory probation performance.  Under existing law this presents 10 tribunal risks, however with day 1 rights, all 37 could be challenged; presenting additional risk.
Gifford et al (2016) advises that average private sector tribunal investigations can cost upward of £1141 and are estimated to be significantly higher in large public sector organisations due to increased complexity of processes.  This escalates with median litigation costs of £5000, further leaving NPT susceptible to compensatory awards estimated at £6243 (ACAS, 2021). With 678 new joiners in NPT last year, if day 1 rights were introduced, dismissal of staff could become a drain on existing financial resources (NPT, 2025). Irrespective of length of service, proactive planning is still needed to ensure our probation policy is watertight and fit for purpose to keep the workforce functioning.

Considering last year’s figures, 37 claims could total £458,208.  NPT don’t have the budget for potential unfair dismissal awards so have invested heavily in operational hours for early resolution to prevent costly escalation instead.  Utilising procedural safeguards, management training and Trade Union consultation with workplace mediation is an investment to avoid litigation that also has beneficial returns by reducing absenteeism and turnover (Saundry and Urwin, 2021).  Using mean gross hourly pay from ASHE, (ONS,2019), informal resolution is estimated at £3000 to £5000 per individual public sector case, which is still considerably less than tribunal costs, compensation and reputational damage.  Furthermore, the education directorate makes up 38% of the workforce with 113 of last year’s leavers being teachers.  While the employment terms within NPT mean that teachers are not subject to probation, they can still qualify for unfair dismissal claims.  With only 8 dismissals within 2 years’ service, this statistic must still be factored into the presented risk (NPT, 2024).  

In respect of reputational risk, negative publicity would have a devastating effect on our existing recruitment drive.  The public sector is already struggling to recruit new applicants, with The Local Government Association (2023) workforce survey report suggesting noticeable skills shortages in planning, legal and social services.  Furthermore, in 2024 NPT was struggling to fill 84% of vacancies (NPT, 2024).  With significant investment in operational recruitment and benefit provision strategies, NPT is now successfully filling 96% of vacancies (NPT, 2025).  However, this investment could be eroded through reputational damage from tribunal claims making NPT unattractive as a potential employer.

With the proposed change in employment rights, the potential financial impact on the organisation from unfair dismissal from staff is substantial.  However, risks can be mitigated through ongoing correct implementation of probation.  Our existing probation policy and stringent performance management frameworks in front facing directorates already provide a competitive advantage over the private sector. Local government is continually under public scrutiny to demonstrate fairness and compliance and recent visits from the Welsh audit office provides reassurance that our existing frameworks are financially sustainable (Audit Wales, 2025), providing a further competitive advantage over less regulated private practices.  Furthermore, inhouse legal teams within corporate services ensure we are complying with legal and regulatory obligations and social partnerships with trade unions mean we have additional support when negotiating dismissal actions (Welsh Government, 2024). 
The pestle analysis shows that Maintaining these social partnerships and demonstrating fair working practices even through transitional policy negotiation through the house of Lords, is key to workforce sustainability as reacting quickly to the changing legal landscape means that NPT can make decisions of a strategic nature to continue to meet the objectives under section 3.2 of the wellbeing of future generations Wales Act (2015). To keep in line with the change we need to ensure that clear performance management is utilised, maintaining documentation and legal compliance to support all decisions made.  A consistent process will demonstrate fairness and compliance, supporting a smooth transition to new ways of working.
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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 year’s national insurance rise (CIPD, 2025b).  
NPT employs around 6900 employees with staffing costs accounting for 46.6% of £281 million of gross expenditure (NPT, 2025).  Entry level minimum wage roles account for 26.5% of that expenditure, providing services in catering, cleaning and social care.  The Council’s budget has previously encountered adversity from the 9.8% increase to the national Living Wage in 2024.  This resulted in service cuts and 30 voluntary redundancies in non-statutory services (NPT, 2024).  A £15 million budget shortfall is already identified in 2025 because 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).  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.
As of 26th November 2025, the low pay commission has advised that national living wage for aged 21 and over will rise by 50p to £12.71 per hour (Gov.uk, 2025).  Using data from NPT pay policy statement 2025/2026, records show that 1830 staff would be eligible for the proposed wage change.  With an average 37-hour week, increased wage costs are estimated to be £962 per employee per year, making a total cost of £1,760,460 which is financially unsustainable.
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 consider 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.  
Private sector businesses can pass the increase onto the end consumer to mitigate financial detriment (Rudkin, 2024).  NPT does not have this luxury, so strategic planning is needed to investigate potential savings in other areas to make up budget deficit.  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).
From a social perspective, increasing base wages may pose an unprecedented risk to employee engagement and staff morale as cleaners will be on the same wage as their supervisory officers.  Staff may feel additional responsibilities are unrewarded and could become less willing to take on extra management duties or even seek alternative employment in the private sector consequentially increasing turnover and inflating recruitment and training costs.  The CIPD has also 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.  NPT must balance the duty to secure value for money in the use of its resources Under the Public Wales Act (2004), whilst also ensuring sustainable employment and meeting community and staff wellbeing objectives (Future Generations Act, 2015)
Traditionally NPT has mirrored other authorities and cut services from the bottom to save costs (Higashikata, 2021).  However, considering the negative operational impact and strain on social Trade Union partnership, any shortfall will prevent NPT from achieving the community service delivery plan.  NPT could follow the lead of Brooke Weston Trust whereby to avoid teacher redundancies, the CEO has voluntarily forgone a pay increase to address the budget pressures facing the school (Jolly, 2025).  This would however need review from the local government authority to ensure compliance with section 41 of the Public Audit Act (2004) demonstrating value for money for provision of services.
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A Pestle analysis of the make work pay plan has identified benefits and potential risks to NPT. Whilst existing equality reporting covers forthcoming mandatory requirements, private sector reactions to counter negative pay gap reporting will increase recruitment competition (O’Sullivan, 2024).  NPT cannot compete with potential private sector pay inflation so strategic action is needed to expand representative talent pipelines through non-financial employee engagement initiatives instead.  
Granting day one employment rights and reduction of probationary security could open NPT to increased unaffordable litigation and tribunal claims. Strengthening social partnerships with trade unions and training on employment policies will support managers in negotiation and prevention of tribunal escalations.  However consequential costs should be considered.
Economic factors surrounding the increase in minimum wage for all workers presents an unmanageable wage bill that is outside current budget capabilities (NPT, 2025).  To avoid a cut in statutory services and mass redundancies, cost saving measures need to be implemented to maintain workforce stability and reputational cohesion. 
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1. To maintain budget stability and plan for the increase in national minimum wage NPT should implement a recruitment freeze in non-essential and management roles mirroring actions taken in 2010 to counter the predicted £24million budget gap in 2014 (BBC, 2010).
a. Union consultation on roles would be needed, however using new joiner data (NPT, 2025), freezing non-support service roles in Leisure, Tourism, Property and Business Services could save 25 grade 9 roles and 12 grade 10 roles, totalling an estimated saving of £1,450,000.
b. A planned cut to overtime on those could also be used to mitigate finances further at an estimated cost of £1 million.
c. Stakeholder consultation would be needed to manage employee communication and avoid reputational damage.

2. To ensure a smooth transition with changes to employment rights and probationary periods, NPT should implement recruitment and retention training to all hiring managers.
a. Mandatory Training of revised policy implementation, legal changes, and financial implications will strengthen relilience and protect NPT from potential claims.  Training pack creation is estimated at 20 operational hours, managed by the internal training team resource.  Delivery will be scheduled 2-hour workshops for all 200 operational managers with 400-hour operational impact.  Disruption will be minimal with release spread across departments but resource cost of 420 hours at £15 per hour is estimated at £6300 as a one-off cost.
b. With estimated 20 new managers appointed a year, additional annual sessions should be offered for new management joiners at £600 per year.  
c. Return on investment will be through avoidance or reduction of tribunal claims.  Additional benefits will be gained from management upskill and investment in staff development.

3. To bolster recruitment and remain competitive following diversity and pay gap reporting, NPT should Set up a disability and ethnic minority network to support underrepresented employees whilst fulfilling the equality commitments outlined in the make work pay plan.
a. Strengthening internal alignments can tackle inequality and improve representation by providing a voice for employees to feel valued by sharing experiences and allowing them to contribute to development of inclusive policies and practices.  Embedding diversity will improve trust, engagement and provide a springboard for marketing the council as an inclusive workplace to potential applicants.
b. Creation of the network will require a policy change to incorporate memorandum of understanding for network purpose and outlines responsibilities and permissions.  Previous network creation for carers was costed at approximately £1000 of operational hours.  Indirect costs of membership lost operational hours is negligible at 2 hours per quarterly meeting.  Administration will be voluntary with no additional wage for staff participants.
c. Return on investment will include immediate marketing potential of good news stories across social media and the community borough, demonstrating NPT commitment to equality.  Instead of merely complying with legislation change, we are proactive in culture creation, forward policy thinking and enhancing our brand attractiveness to the talent pool.  Ethnic and disability data monitoring should resultantly show an increase in workers over the next 1-2 years. Bolstering our workforce.
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