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Introduction
Brexit dominates the airwaves but the coming issue in the minds of those concerned with
pay is recruitment and retention. This is now the second most important factor when it
comes to deciding pay rises, according to our survey of employers’ intentions for 2020, with
80% of respondents regarding it as important or very important. Recruitment and retention
is up some eight percentage points on last year’s ranking, from 72%, and it has narrowed
the gap on affordability, which, while it remains at the top of employers’ list of key factors,
dropped five points from 98% to 93%.

This fits with a labour market which remains tight overall and is characterised by specific
skill shortages in a number of areas. But the latest official figures indicate a further fall in
the number of vacancies, a potential sign that the labour market could yet be on the turn,
so perhaps this is a good moment to consider what might be the competing upward and
downward pressures on pay over the coming period.

The main issue on the downside is the possibility that Britain’s departure from the EU could
come in the form of a ‘hard Brexit’, with a concomitant impact on jobs and trade, and
probably pay as well. But even if the UK avoids this outcome, the global economy looks to
be slowing, something that is not normally auspicious for the prospects around reward. In
such a context, the cooling of the labour market is likely to gather pace. Indeed, anecdotal
evidence from conversations we have conducted with employers recently indicate that
many organisations are finding it hard to tempt workers who are preferring to stay put in
the current risky climate.

That could actually operate to raise starting salaries, and other potential upward pressures
persist. After a likely dip in the coming autumn, inflation is set to moderately increase as
we move into 2020. This is notwithstanding most economists betting that a deal with the
EU is the most likely outcome of the current set of now-you-see-them, now-you-don’t talks.
A convergence between the National Minimum Wage and the voluntary living wage is raising
the floor for pay and producing knock-on effects on differentials with staff who supervise
those on the lowest rates. And even if the labour market headwinds freshen, we could see
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the emergence of a ‘Goldilocks’ economy, with skills shortages persisting in certain ‘hot’
spots, whether these are jobs, locations, sectors or sub-sectors, while other areas cool off.

The other upward pressure – or the removal of a downward pressure at least – that has
emerged is the ending of the limit on public sector pay rises. The latest outcomes for the
main public sector groups are centred on 2.5%, much the same as in the private sector, and
just like the latter, some groups have received more. For instance, the main grade of prison
officers benefitted from increases of 3%, and the lowest rank in the armed forces saw their
pay go up by 6%. The minimum for teachers in Wales rose by 5% and now the Government
says it plans to deal with serious teaching supply issues in England by raising the starting
salary from the current £23,720 to £30,000, a total increase of over 26%.

On their own, these moves may not succeed in ameliorating the serious recruitment and
retention difficulties faced by many parts of the public sector. And against this should be
considered the downward pay pressures presented by the continued drift towards
privatisation in areas like the NHS, but nevertheless the marked shift in public sector pay
policy brings to an end a lengthy period where many of the largest employers in towns
around the country were holding pay down. This could have an effect in the private sector
as employers there feel the pressure to keep up. After all, many private sector workers have
partners who work in the public sector and vice versa.

Brexit uncertainty may yet tell when it comes to workers’ pay expectations, but the same
factor could also feed inflationary pressures if sterling fares badly on foreign exchange
markets and boosts the price of imports. In fact, the two considerations are closely linked
in our survey, with the future business outlook third in the rankings for factors influencing
pay rises, at 77%, and inflation just behind on 75%.

Which of these potential upward or downward pressures weighs heaviest in the balance as
we move into 2020 will depend not just on Brexit and the wider global economy, but also
on the continued reactions of the different economic actors – mainly employers but also
employees, and let’s not forget the Government, whichever administration that turns out to
be in these febrile times.

4

Pay Planning for 2020 | IDR

About the report
The IDR Pay Planning for 2020 survey was conducted between June and July 2019 and
received information from 103 organisations, employing a total of almost 900,000 staff.

Table 1: Profile of respondents by sector
Sector breakdown
Manufacturing

21%

Not for profit

13%

Private

49%

Public

17%

Table 2: Profile of respondents by industry
Industry breakdown
Central government

5%

Charitable health

1%

Chemicals, pharmaceuticals & oil

3%

Education

1%

Energy and water

2%

Engineering

3%

Financial, professional and business services

7%

Hotels, restaurants, arts and leisure

10%

IT, telecoms and media

8%

Local government

9%

Manufacturing and primary

19%

Membership, research & regulatory

3%

Public services

1%

Retail and wholesale
Social care, welfare and housing
Transport, storage and distribution

5

11%
6%
11%
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Participants
AB Agri
Abronhill Housing Association/Leisure Care Homes
Aer Lingus
Ageas Insurance
Altro
Architects Registration Board
Associated British Ports
Balfour Beatty
Blue Dolphin Leisure
Boehringer Ingelheim
Bombardier Aerospace
Bombardier Transportation
Boots
Bourne Leisure
BP Express Shopping
Break
Briggs Equipment UK
British American Tobacco
British Medical Journal
Broadland Housing Group
Buckinghamshire County Council
Cambridge University Press
Castle Leisure
Casual Dining Group
Center Parcs
Certis Europe b.v.
Chelsea Physic Garden
Clarks International
Coats Group
David Hardie Engineering
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Debenhams
Defaqto
Dewhurst UK
Doncaster Council
Encirc
Epson Europe
Eurotunnel Services
Experian
Extracare Charitable Trust
Financial Conduct Authority
Franklin Templeton Investments
Fujitsu Services
Greggs
H&R ChemPharm (UK)
Heathrow Airport
Hebridean Housing Partnership
Howard Tenens Logistics
ITV
Jacobs
Jaguar Land Rover
KFC UK&I
Leicester College
Lubrizol
Met Office
Milton Keynes Council
Molson Coors Brewing Company (UK & Ireland)
National Grid
National Trust
Nissan
Norfolk County Council
Nottinghamshire Fire & Rescue Service
Nuffield Health
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Ocado
Office for Students
Older People's Services
Oxford City Council
Phoenix Group
Pizza Hut UK
Port of Tyne
PQ Silicas UK
Prezzo
Redditch Borough Council
RM
Royal Borough of Windsor & Maidenhead
Royal Brunei Airlines
Royal College of Occupational Therapists
Saga
Sainsbury's Supermarkets
Scott Bader UK
Sky
South Kesteven District Council
Southern Co-op
Sova Capital
Speedy Hire
Syngenta
Tesco Stores
TGI Fridays
The Crown Estate
The Law Society
The Royal College of Radiologists
The Scottish Salmon Company
Translink
Transport for London
US Embassy London
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VELUX Company
Virgin Atlantic
Virgin Media
Warwick Chemicals
Water Research Centre
Winchester City Council
Xerox
XPO Logistics
Yorkshire Water
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Key survey findings
The key findings of the survey are as follows:
•

While half of respondents indicate that pay pressures have increased since the start
of the year, a similar proportion (48%) report that they have stayed the same

•

Talent and skills shortages are the source of the most commonly cited (35%)
upward pressure on pay, while budget pressures or reduced funding represent the
most influential downward pressure on pay (20%)

•

Employers’ responses to pay pressures include pay increases targeted at specific
roles (32%) or groups of staff (24%), while 18% have applied across-the-board
rises

•

Over three-fifths (61%) of respondents are experiencing difficulties with
recruitment. Staff retention generally appears to be less of an issue, with most
(63%) respondents describing it as currently ‘not a problem’

•

The median pay award for 2019 is 2.6%. Compared with 2018, a majority (55%)
applied the same increase this year, with just over a quarter (27%) applying higher
pay awards (and 18% lower)

•

Looking at intentions for 2020, most respondents (72%) anticipate awarding the
same level of increase as they did this year but just under a fifth (17%) indicated
they may apply lower increases in 2020

•

Just over half (52%) of respondents recognise a trade union in some respect (either
across the workforce or for particular sites or staff groups) for pay bargaining

•

When asked to rank three factors in terms of their influence on the broader reward
strategy, the majority (72%) of respondents cited company performance or
affordability as having the greatest influence. This was followed by internal
relativities, while external market comparisons were felt to be the least influential
of these three factors

•

Across the sample, respondents cited a broad range of concerns as their single
biggest reward issue for 2020 – chief among them were affordability, recruitment
and retention, skills shortages and the National Living Wage (NLW)

•

CPI inflation has been indicated by 49% of organisations as the ‘most relevant’
indicator of the cost of living when making decisions on pay, with the RPI slightly
behind at 44%. The remaining 7% name the newer CPIH as the main measure
10
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•

The greatest proportion of organisations in the sample (29% of those answering this
question) are expecting to pay increases at the level of the CPI or CPIH, while just
under a quarter (23%) anticipate pay awards to be at the level of RPI inflation

•

63% of respondents do not anticipate a change in permanent staffing levels while a
similar proportion (61%) expect temporary/agency headcount to stay the same over
the coming 12 months

•

The impact of Brexit-related uncertainty is causing more concern among employers
compared with last year’s survey results, with 43% of respondents reporting a
moderate or significant impact compared with just over a quarter (26%) in 2018

•

Of those respondents required to report gender pay statistics, just over a third (37%)
said their gender pay gap had narrowed since last year, while the same proportion
said it had stayed the same and 26% reported a widening

•

New legislation introduced in January 2019 will require certain organisations to
report executive pay ratios from the end of this year (or by 31 March 2020,
depending on the timing of their financial year). So far, half of the respondents
covered by the legislation have already calculated their executive pay ratios,
although most have yet to publish these externally

•

Just over half (54%) of respondents needed to increase pensions contributions as a
result of changes to the statutory contribution levels from April 2019. Just over twothirds

of

respondents

provide

higher-than-minimum

statutory

pension

contributions to all staff, while a further 21% improve on the statutory minimum for
certain groups of employees.
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Results from the survey
The results of this year’s IDR pay planning survey reveal contrasting experiences of pay
pressures, with one half of respondents (50%) indicating that pay pressures have increased
since the start of the year, while a similar proportion (48%) described pay pressures as
staying the same.

Pressures on pay are coming from a variety of directions. Key upward pressures have been
exerted by issues around recruitment and skills shortages where companies are
experiencing difficulties attracting candidates in the context of a strong labour market.
Meanwhile, downward pressures on pay have come from budget cuts (or reduced funding
in the public sector) and a weakening external economic market.

Organisations were more likely to describe factors that have placed upward pressure on
pay such as talent and skills shortages (over a third of respondents to the survey cited this
as a pressure on pay) and increases to the various statutory wage floors (see chart below).
However, downward pressures are part of the picture too, and a fifth of respondents
indicated how budget cuts or cuts to funding have placed a downward pressure on pay.

Of the respondents that are experiencing pressures from budget cuts, just over half (55%)
were from the public sector and referred to reduced funding from Government. Meanwhile,
the other 45% of respondents to refer to budget cuts came from the private sector and
cited reduced revenue or business performance and subsequent knock-on effects to
budgets as producing a downward pressure on pay.

Those reporting increased pay pressures were most likely to come from the transport,
storage and distribution sector (6 out of 10 respondents reported increased pay pressures)
and the hotels, restaurants, arts and leisure sector (6 out of 8 respondents). Respondents
from the transport, storage and distribution sector attributed rising pressures on pay to
skills shortages but two respondents also cited union demands as a factor. Respondents
from the hotels, restaurants, arts and leisure sector indicated that the main pressures had
come from increases in the National Minimum Wage (NMW) and National Living Wage (NLW)
and also cited staff or talent shortages.
12
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Sectors with organisations most likely to report that pay pressures had stayed the same
included retail and wholesale where 6 of the 9 respondents reported no change. However,
one large food retailer said that pay pressures had increased over the last 12 months
(rather than just the start of the year), pointing to uplifts in the NLW and the impact this has
had on pay differentials. Just one of the 6 respondents from the social care, welfare and
housing sector reported increased pressures on pay since the start of the year. This is
unsurprising in an area where budgets remain under extreme pressure as a result of
strictures on central funding.

The picture on pay pressures in the manufacturing sector is mixed with just over half of
respondents from the sector (55%) reporting that pay pressures have remained the same
since the start of the year. Meanwhile, the remaining respondents (45%) said that pay
pressures have increased. Factors included difficulties in recruiting suitable new
employees or candidates with key skills, and the changing economic environment more
generally.
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Figure 1: Where are pay pressures coming from?
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Figure 2: Where are upward pay pressures coming from?
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Figure 3: Where are downward pay pressures coming from?
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Figure 4: Employers’ responses to pay pressures

Companies have been responding to pay pressures by targeting pay increases at specific
roles (32% of respondents have done this) or particular groups of staff (24% of survey
participants). This is especially the case for those organisations reporting issues with
recruiting and/or skills shortages. Just under a fifth of companies (18%) applied acrossthe-board rises as a response to pay pressures. Bonuses seem to have declined in
popularity, most likely as a result of a generalised decline in profit-sharing following the
great recession of a decade ago. Market supplements figure a little higher, but their
17
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incidence is also low. This might be surprising in a period when recruitment and retention
pressures remain acute, but perhaps it is due to the greater prominence attained by equal
pay concerns recently. If market supplements cannot be rigorously justified by reference
to ongoing recruitment/retention problems, then paying them to staff of one gender but not
another raises the possibility of equal pay challenges.

Over half the participants in this year’s IDR pay planning survey described recruitment to
their organisation as currently ‘fairly difficult’ (55%), with a further 6% of companies stating
that recruitment was ‘very difficult’. Sectors reporting the most difficulties with recruitment
were hotels, restaurants, arts and leisure (80% of respondents from this sector reported
difficulties); social care, welfare and housing (71% of respondents); local government (67%
of respondents); retail and wholesale (64% of respondents); and financial services (63%).
Applicants lacking the correct skills or experience, or skills shortages more generally,
appear to be the main reasons for recruitment difficulties.
Figure 5: Organisations’ current experience of recruitment
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Half of manufacturing organisations in the survey described recruitment as currently
difficult, highlighting applicants with a lack of skills or experience and competition from
other firms as reasons for this. Roles for which companies are experiencing problems
include digital and IT jobs, engineering roles, chefs and drivers.

Staff retention appears to be less of an issue than recruitment with most companies
describing retention as currently ‘not a problem’ (63% of respondents). However, almost a
third reported that staff retention was currently ‘fairly difficult’ (32%) and a further 5% of
respondents said it was ‘very difficult’. As with recruitment, the sector where retention
problems appear to be particularly acute is hotels, restaurants, arts and leisure where 9 in
10 of the respondents described staff retention as currently difficult. One respondent from
the sector said that problems had come about as a result of employees wanting to work
full-time hours while the company currently only offers shorter shift patterns as it manages
peaks and troughs in service demand.

Pay awards in 2019 and 2020
The median pay award for 2019 at survey respondents is 2.6% with an interquartile range
between 2% and 3%. This is based on pay review outcomes for ‘all employees’, or staff
groups representing the largest proportion of the organisation.

Just over half of organisations awarded pay increases between 2% and 2.99% in 2019
(52%), while just over a quarter applied pay awards between 3% and 3.99% (28%). On
either side of these ranges, a tenth of organisations awarded increases below 2% and just
over a tenth (11%) of organisations have paid increases worth more than 4%.

Compared with 2018, a majority (55%) applied the same pay increase this year, with just
over a quarter of organisations (27%) applying higher pay awards this year than last.
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Figure 6: Level of pay increase awarded in 2019, compared with the 2018 review

Most companies anticipate awarding the same level of increase in 2020 as they did this
year (72%) but just under a fifth (17%) of respondents indicated that they may apply lower
increases in 2020. Of the companies expecting to award lower increases in 2020 compared
with 2019, the main reason cited was an increase in cost pressures or worsening trade
conditions.

Nissan, for example, expects a fall in diesel sales and Brexit uncertainty to impact market
conditions and its ability to pay the same level of increase as it did in 2019. The company
awarded a flat-rate £1,000 increase to its 7,000-strong workforce this year and will award
a flat-rate £500 in 2020.

Those organisations planning on awarding a higher increase in 2020 (11% of respondents)
compared with their 2019 award cited increases to the minimum wage(s) and higher
inflation as reasons for the likely higher uplift.
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Figure 7: Intended level of pay increase in 2020, compared with the 2019 review

Figure 8: Level of pay increases intended for 2020, compared with 2019 reviews

*Note: figures are based on data from respondents that have supplied pay review data.
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Just under a fifth of organisations responding to the survey recognise a trade union for pay
bargaining for all their UK employees (18%) and just under a third (30%) operate collective
bargaining for particular staff or groups. A further 4% recognise trade unions at particular
sites. This means that collective bargaining operates in some form or another at a little over
half of the survey respondents.

Figure 9: Trade union recognition

The survey also asked how pay decisions are made at organisations that do not recognise
trade unions for pay bargaining (48% of the survey sample). In most of these instances
decisions over pay are taken by management alone, though in some cases employees have
input via joint committees or works/colleagues’ councils. For example, manufacturer
Dewhurst UK has a staff works council in place to determine pay, while at another
manufacturer, Scott Bader, decisions on pay are a joint decision between the leadership
team and the colleague council.
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Factors determining the level of pay increases
Affordability is ranked as the most important factor for organisations when determining the
level of pay increases with over nine-tenths of survey respondents describing affordability
as important or very important.

Recruitment and retention was the next highest-ranked factor with 80% of organisations
citing this as important in determining the level of pay awards. Recruitment and retention
has become more important compared with last year – when 72% of respondents said it
was important – and it has risen in importance above the future business outlook (77% of
respondents) and inflation/cost-of-living (75% of respondents) as a factor for determining
pay levels. This finding reflects the rising staffing pressures that respondents to the survey
have been experiencing, particularly as a result of skills shortages (35% of organisations
reported pay pressures increasing as a result of talent or skills shortages).

For organisations that recognise a trade union for pay bargaining, trade union claims are
ranked as either very important or important when determining the level of pay increase by
just under 60% of these employers. Looking at the overall survey results, some 45% of
respondents said that Government policy on pay was a significant factor in determining the
level of pay increases. If we focus just on respondents from the public sector, the
proportion of companies describing this factor as important or very important rises to threequarters (75%).
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Figure 10: Factors determining the level of pay increases
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Reward strategies
The survey asked organisations to indicate which of three factors is most influential on their
reward strategy more broadly: company performance, the external market or internal
relativities. Company performance or affordability was the most important factor
influencing broader reward strategy, according to almost three-quarters of survey
respondents (72%). This is in line with the finding that most companies view profitability or
economic performance as the main driver for determining the size of pay budgets.

Like last year’s IDR pay planning survey findings, organisations have again ranked internal
relativities as more important than comparisons with the external market. Internal
relativities were the second most influential factor for half the sample, while external
relativities or market comparisons were the least (third-highest) influencing factor for over
half (55%) of respondents.

As well as considerations around fairness, this hierarchy could also reflect the impact of the
gender pay gap and executive pay ratio reporting requirements, which has placed an even
sharper focus on internal relativities than hitherto. Companies are placing more emphasis
on job evaluation than before, as a way of ensuring jobs of equal value are paid equally,
while there is increasing interest in more structured approaches to pay, in contrast with the
more individualised approaches that characterised the early 2000s.

Table 3: Factors influencing reward strategy:

1 – highest influence

Company
performance
or affordability
72%

Internal
relativities or
fairness
17%

External relativities
or market
comparisons
11%

2 – second highest influence

16%

50%

34%

3 – third highest influence

12%

33%

55%

Looking at HR departments’ influence over the setting of pay budgets, almost two-fifths of
organisations (38%) said that HR had a ‘strong influence’ and a further 44% of respondents
said that HR had ‘some influence’ when it comes to setting pay budgets. A number of
companies where HR has a more direct influence on pay setting said that any decision on
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pay budgets is typically a joint one between finance and HR and in these cases it is HR’s job
to provide the justifications and recommendations for pay budgets by setting out the
company’s position relative to the external market.

The survey asked organisations what their single biggest reward issue for 2020 will be and
a broad range of concerns emerged from the results. The most frequently mentioned were
affordability, retention of skills and recruitment issues or skills shortages. A number of
companies are concerned about their ability to maintain base pay in order to attract and
retain candidates with the required skills, while some companies said they will be focusing
more on variable pay or bonuses to motivate staff, potentially signalling a return for this
type of approach after a long period in which extra payments have been de-emphasised.

The National Living Wage (NLW) also continues to be a key issue for organisations,
particularly the extent to which it affects employers’ ability to maintain differentials
between pay rates or grades. Sainsbury's Supermarkets, Southern Co-op and The Scottish
Salmon Company were among the organisations that raised this as a current concern.
Research for the Low Pay Commission, including research by IDR, has indicated that
differentials between jobs paid at the statutory minimum and those paid above were
reduced in 2018.

26

Pay Planning for 2020 | IDR

Inflation
Our survey asked participants which measures of inflation are relevant when it comes to
making decisions on levels of pay awards. For the second year running, CPI inflation has
been indicated by organisations as the ‘most relevant’ measure with the RPI running just
slightly behind. Some 49% of organisations described the CPI as the most relevant
indicator of the cost of living, compared with 44% of respondents that favour the RPI
measure.

The all-items RPI figure has traditionally been viewed as the most comprehensive measure
of inflation by both employers and trade unions. However, the Government has used the
CPI as its official target measure for inflation since 2003 and as a result this inflation
measure has been growing in popularity among employers. From 2017 the ONS made the
new CPIH measure, which includes owner-occupiers’ housing costs, its headline measure
of changes in the cost of living. However, this measure has the least familiarity among our
survey respondents (see graph below), and just 7% of employers describe it as ‘the most
relevant’ when determining the level of pay awards.

Figure 11: Inflation measure most relevant for decisions on the level of pay awards
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Table 4: How will inflation affect the level of the pay award in 2020?
Pay award outcome in relation to inflation

Proportion of respondents

Expect the pay award to be above CPI/CPIH but below RPI

19%

Expect the pay award to be above RPI

19%

Expect the pay award to be at the level of the CPI/CPIH

29%

Expect the pay award to be at the level of the RPI

23%

Expect the pay award to be below CPI/CPIH

10%

When asked about the relationship between inflation and likely level of pay awards next
year, the greatest proportion of organisations in the survey sample are expecting to pay
increases at the level of the CPI or CPIH (29% of respondents answering this question).
Meanwhile just under a quarter of respondents (23%) anticipate pay awards to be at the
level of RPI inflation (the section on inflation forecasts provides information on predicted
levels of inflation into next year). However, two-fifths of survey respondents (40%) did not
provide an answer to this question, perhaps indicating that many respondents are not
certain of the relationship between their proposed pay increase and the different measures
of inflation.

Nine companies in the survey sample currently have a long-term pay agreement in place
that references inflation. RPI remains the most commonly used inflation reference for longterm deals according to the survey results, although three organisations reference CPI
inflation. One organisation, Encirc, a manufacturer of container glass, said that the use of
the CPI as a benchmark was a trade-off between the union and the business. The union’s
preferred measure is RPI inflation while the business’s preference is for the CPIH measure.
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Changes in staffing levels
Most companies do not anticipate a change in staffing levels over the coming 12 months
with around three-fifths expecting both permanent headcount and levels of temporary and
agency staff to stay the same (63% and 61% respectively). Interestingly, while a quarter
(25%) of organisations said they expected permanent headcount to increase, a similar
proportion of companies (26%) expected agency and temporary staffing levels to decrease.
This could reflect the uncertainty affecting the business environment as a result of the
Brexit negotiations.

Companies from the manufacturing, transport, storage and distribution and the not-forprofit sectors were those most likely to anticipate an increase in staffing levels. Continued
business growth and expansion plans were the most significant reasons for anticipating
increases in staff numbers. National Trust cited visitor growth expectations as a reason for
it looking to reduce agency costs and its intention to recruit staff on more regular contracts.
One company cited the (potential) end of Brexit uncertainty as a hopeful reason for an
anticipated growth in staffing numbers.

Reasons for anticipated reductions in staffing levels included business restructuring and
streamlining of processes to cut costs. A high-street retail organisation said it was intending
to close stores in 2020 and a manufacturer said it would need to react to an expected drop
in production levels.
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Figure 12: How do you anticipate staffing will change in the coming months?
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Impact of Brexit uncertainty
Compared with last year’s pay planning survey results, the impact of Brexit and uncertainty
around this is causing more concern among employers. While most companies (57%) said
Brexit is having little to no impact, over a third of respondents (36%) said the impact was
moderate and some 7% of respondents described the impact as ‘significant’. Last year’s
survey results revealed that just over a quarter of respondents (26%) described the UK’s
vote to leave the EU as having a major or minor effect on anticipated staffing levels. Those
expressing concern have already begun to notice an impact on staffing levels or
experienced a fall in applications for key roles from EU nationals. For example, Clarks
International, which operates a network of retail stores across Europe, has concerns over
the impact on its ability to ship goods without increased costs.

Gender pay gap reporting
Legislation requiring employers with 250 or more employees to report and publish their
gender pay gaps was introduced in 2017 with the first reported figures published in the
spring of 2018. Just under three-quarters of participants in this year’s IDR pay planning
survey were required to report their gender pay statistics. Just over a third of these
respondents (37%) said their gender pay gap had narrowed between reporting in 2018 and
2019. The same proportion (37%) said the gap had stayed the same and just over a quarter
of respondents (26%) said their pay gaps had widened since last year.

The survey asked if organisations were aware of the reasons behind any changes in their
reported gender pay gaps between 2018 and 2019. For those organisations that had seen
a narrowing of the gender pay gap, the main action by organisations that had resulted in a
positive gap had been a focus on the recruitment of women into senior roles. For
organisations that reported a widening of their gender pay gaps, reasons provided included
the impact of bonuses and long-term incentive plan (LTIP) awards and also low turnover of
staff in roles which provided a limited opportunity to influence the figures.

32

Pay Planning for 2020 | IDR
Figure 13: Gender pay gaps: 2018 to 2019

Most of the companies that have reported on details of their gender pay gaps have also
published a commentary alongside the statistics (some 78% of respondents). In order to
address gender pay gap issues, almost a third of respondents (30%) have implemented
changes to recruitment policies and a quarter of respondents (25%) have undertaken full
equal pay audits. However, just under a quarter of respondents (23%) admitted to so far
not taking any actions to address gender pay gaps.
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Changes to pension contributions
Just over half the organisations in the survey sample (54%) needed to increase pension
contributions as a result of statutory contribution levels rising from 5% to 8% from 6 April
2019. According to the survey, companies in retail, hotels, restaurants and leisure and
transport and distribution were the most affected by changes to the statutory pension
contribution uplifts.

Just over two-thirds of organisations (67%) to the IDR survey provide pension contributions
above the statutory minimum (combined total contributions of 8% – 3% from employers
and 5% from employees – although employees can request to make lower contributions
than this directly through their payroll department). Just over a fifth (21%) provide higherthan-minimum statutory pension contributions to certain groups of employees. Meanwhile,
just 12% of organisations provide statutory pension contributions only.

Table 5: Minimum pension contribution rates pre and post April 2019
Employer

Employee

Minimum %

Minimum %

Minimum %

Minimum %

before 6 Apr

after 6 April

before 6 Apr

after 6 April

2019

2019

2019

2019

Lower quartile

2.73

3.00

3.00

3.09

Median

4.00

5.00

3.00

5.00

Upper quartile

6.25

8.00

3.20

5.50

Average

5.90

7.32

3.00

4.75

99

92

97

92

Count
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Executive pay reporting
The survey asked organisations about their plans regarding the introduction of executive
pay ratio reporting, whereby firms with more than 250 employees will have to publish the
ratio between their CEO's total remuneration and employees' pay and benefits. The
legislation came into force from 1 January 2019 and companies must report on their figures
by either the end of this year or by 31 March 2020, depending on the timing of their financial
year. Almost three-quarters of respondents to the survey are covered by the legislation,
and of these organisations, half have already calculated their executive pay ratios. Most of
these companies have yet to publish their executive pay ratio externally (77%) and just 9%
have shared findings internally with staff.

Table 6: Executive pay ratio reporting
Step taken

Proportion of firms*

Calculated executive pay ratio

50%

Shared executive pay ratio internally with staff

9%

Published executive pay ratio externally

23%

*Based on 56 companies covered by the legislation.
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IDR intelligence
In this section of the report we provide further intelligence on pay awards, inflation
forecasts from our regular monitoring of pay trends, labour market statistics and average
weekly earnings.

Latest pay awards
The median pay award across the whole economy was 2.5% in the three months to July
2019, according to the latest monitoring figures from IDR. The interquartile range has
narrowed slightly from between 2.0% and 3.0% to between 2.1% to 3.0% as a result of a
rising floor and more higher-end awards at or above 3%. In fact, the most common award
in this period is 3% and nearly two-fifths of all awards are worth 3% or more, compared
with less than a third (31.5%) in the three months to June. Our latest figures are based on
49 pay settlements, covering over 560,000 employees.

Now that the period for analysis has moved on from April, the main month for pay-setting
across the economy, this is a quieter time for pay reviews. However, the latest figures show
that pay pressures continue to make themselves felt, in a modest way at least.

In the private sector the median has remained at 2.5%. The interquartile range here has
also narrowed, from between 2.0% to 3.1% to between 2.1% to 3.0%. The small uplift in
the lower quartile is due to the increased number of higher-end awards in manufacturing
and production, up from less than a fifth (15%) to over two-fifths (41%) in this analysis
period. There are also fewer awards below 2%, causing the lower quartile to rise by 0.3
percentage points from 2.0% to 2.3%.

In private services, by contrast, the median is down slightly from 2.6% to 2.5% due to a
lower number of awards at or above 4% in the sample for this sector.
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Figure 14: Distribution of pay awards – three months to the end of July 2019

In manufacturing the median rose from 2.5% to 2.9% and the interquartile range narrowed
significantly from between 2.0% to 2.8% to between 2.3% to 3.0%. One of the deals
influencing the current picture here is that for some 400,000 construction workers covered
by the Construction Industry Joint Council, who received a 2.9% pay rise in June 2019 in
the second year of a two-year deal. In addition, around 12,000 workers covered by the
Plumbing Joint Industrial Board in Scotland and Northern Ireland saw their pay increase by
an average of 2.5% in the first year of a two-year deal. Employees at car manufacturers
Nissan received an average 3.3% pay rise in July. Meanwhile Bentley Motors awarded its
managerial staff a rise of 2.3% in May.
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The upper quartile in private services has dropped significantly from 4.3% to 3.0%. The
three months to July are a much quieter period for pay setting, compared with January and
April. In particular, many pay rises in the earlier period were influenced by the National
Living Wage, which rose by 4.9% on 1 April 2019. Nearly half of awards in the three months
to May were at 4% or above, compared to just one award in our latest sample. Key deals
include that for staff at Eurostar International, who received a 3.0% pay rise in May in the
second year of a two-year deal. Elsewhere in the sector rises of 2.5% were awarded by BT
to over 37,000 managers, and by Nationwide to some 18,000 employees.

Longer term pay trends
The median pay increase across the whole economy in the 12 months to July 2019 was
2.5%, matching the median for the previous 12 months. The average award remains at 2.6%
and the interquartile range has also stayed the same at between 2.0% to 3.0%, all suggesting
that pay is slow-moving.

Our analysis is based on a sample of 467 pay awards effective between 1 August 2018 and
31 July 2019, covering almost 5 million employees, as well as 797 awards that took effect
between 1 August 2017 and 31 July 2018, covering some 7.7 million workers.
Table 7: Pay increase summary, whole economy
Aug 18 to Jul 19

Aug 17 to Jul 18

Lower quartile

2.0%

2.0%

Median

2.5%

2.5%

Upper quartile

3.0%

3.0%

Average

2.6%

2.6%

467

797

Count

The number of higher-end awards, at 3% or more, account for nearly a third of all awards in
both the years to July 2019 and to July 2018 – at 31% and 32% respectively. In the 12
months to July 2019 there were fewer rises below 2% compared to the previous 12 months.
The number of recorded pay freezes was similar, though the proportion rose slightly from 3%
to 4% of all pay awards.
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Table 8: Distribution of pay increases across the economy
Aug 18 to Jul 19

Aug 17 to Jul 18

No.

%

No.

%

Pay freeze

18

4%

21

3%

0.1-1.99%

30

6%

96

12%

2.0-2.99%

273

59%

421

53%

3.0-3.99%

100

21%

186

23%

4%+

46

10%

73

9%

Count

467

797

Figure 15: Distribution of pay increases across the economy, Aug 18 to Jul 19
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In the private sector the median fell from 2.6% in the twelve months to July 2018 to 2.5% in
the same period to July 2019. The average award remained at 2.7% and the interquartile
range stayed between 2.0% to 3.0%. The fall in the private sector median is due to a slight
drop in the number of higher-end awards worth 3% or more – from nearly two-fifths (37%)
in the 12 months to July 2018 to a third (33%) in the 12 months to July 2019.

By contrast, the median pay award in manufacturing and production rose from 2.5% in 2018
to 2.6% in 2018. The interquartile range narrowed from between 2.0% to 3.0% to 2.3% to
3.0% as a result of fewer awards below 3%. In private services the median fell to 2.5% - one
percentage point lower than the median in the 12 months to July 2018 of 2.6%.

Table 9: Pay award data – 12 months to end of July 2019
Whole
economy
2.0%

Private
sector
2.0%

Manufacturing
& production
2.3%

Private
services
2.0%

Public
sector
1.9%

Not-forprofit
2.0%

Median

2.5%

2.5%

2.6%

2.5%

2.0%

2.5%

Upper quartile

3.0%

3.0%

3.0%

3.0%

2.5%

3.0%

Average

2.6%

2.7%

2.6%

2.8%

2.1%

2.6%

467

363

151

212

56

48

Lower quartile

Count

Table 10: Pay award data – 12 months to end of July 2018
Whole
economy
2.0%

Private
sector
2.0%

Manufacturing
& production
2.0%

Private
services
2.0%

Public
sector
1.5%

Not-forprofit
2.0%

Median

2.5%

2.6%

2.5%

2.6%

2.0%

2.0%

Upper quartile

3.0%

3.0%

3.0%

3.3%

2.2%

2.75%

Average

2.6%

2.7%

2.6%

2.8%

2.0%

2.2%

797

588

279

309

116

93

Lower quartile

Count
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In the manufacturing and production sector, higher-end awards, at 3% or more, account for
almost a third of pay awards in the 12 months to July 2019, similar to the proportion in the
12 months to July 2018. The number of awards between 3% and 3.99% held steady but
there were fewer awards worth 4% or more in the most recent period.

Table 11: Distribution of pay increases in manufacturing and production
Aug 18 to Jul 19

Aug 17 to Jul 18

No.

%

No.

%

Pay freeze

5

3%

6

2%

0.1-1.99%

6

4%

15

5%

2.0-2.99%

95

63%

164

59%

3.0-3.99%

41

27%

74

27%

4

3%

20

7%

4%+
Count

151

279

Table 12: Distribution of pay increases in private services
Aug 18 to Jul 19

Aug 17 to Jul 18

No.

%

No.

%

Pay freeze

8

4%

9

3%

0.1-1.99%

9

4%

31

10%

2.0-2.99%

120

57%

143

46%

3.0-3.99%

39

18%

81

26%

4%+

36

17%

45

15%

Count

212

309

In the public sector the median pay award for the whole of 2018 was 2.0%. The median for
the whole of 2019 is also 2.0%, based on a sample of 45 awards monitored so far this year.
However, while the lower quartile remained unchanged at 2.0% the upper quartile rose from
2.5% in 2018 to 2.8% in 2019. This is due to the ending of the public sector pay limit, with
outcomes for the largest groups centred on 2.5%, while some groups saw even greater
increases.
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Table 13: Pay increase summary, public sector
2018

2019*

Lower quartile

2.0%

2.0%

Median

2.0%

2.0%

Upper quartile

2.5%

2.8%

Average

2.2%

2.2%

106

45

Count
*As at 18 September 2019.

Following the removal of the Government’s pay cap, wage increases for public sector
employees have been greater this year. The number of pay rises below 2.0% account for less
than two-fifths (18%) of awards overall, compared to 22% in 2018. The number of higherend awards worth 3.0% or more has increased a little from 18% in 2018 to 20% in 2019 so
far.
Figure 16: Distribution of pay increases across the public sector, 2018 and 2019
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Key sectors
Chemicals, pharmaceuticals and oil
The median pay award in chemicals, pharmaceuticals and oil so far for 2019 is 2.8%, while
the interquartile range of awards is between 2.6% and 3.0%. IDR has monitored higher
increases so far for 2019 compared to 2018, with a rise in both the median and average pay
award as well as a rise in the interquartile range for pay rises. Pay awards covering unionised
staff are taking longer to be concluded this year, with on-going negotiations at a number of
firms.
Table 14: Chemicals, pharmaceuticals and oil pay awards 2018 and 2019
2018

2019*

Lower quartile

2.3%

2.6%

Median

2.7%

2.8%

Upper quartile

3.0%

3.0%

Average

2.7%

2.9%

71

13

Count
*as at 17 September 2019.

Table 15: Examples of pay awards in chemicals, pharmaceutical and oil 2019
Organisation

Increase %

Review date

Employees covered

Syngenta

2.8%

April

1,800 employees

Boehringer Ingelheim

3.0%

April

690 employees

PQ Silicas UK

3.5%

June

270 employees

Lubrizol

2.8%

April

250 employees

Lucite International

3.0%

June

153 employees
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Construction
According to IDR monitoring the median pay award for the construction industry has risen to
2.8% in 2019, up from 2.5% in 2018. The average award however is marginally lower due to
fewer pay awards worth over 3% (two in 2019, compared to five in 2018). Industry deals still
make up an important part of the picture in construction and the largest deal, covering
400,000 construction workers, paid an increase of 2.9% for 2019 in the second year of a
two-year deal. This follows a rise of 3.2% in the first year of the deal, effective 1 June 2018.
Table 16: Construction pay awards 2018 and 2019
2018

2019*

Lower quartile

2.5%

2.5%

Median

2.5%

2.8%

Upper quartile

3.1%

3.0%

Average

2.7%

2.6%

21

19

Count
*As at 17 September 2019.

Table 17: Examples of pay awards in chemicals, pharmaceutical and oil 2019
Organisation
Construction Industry Joint

Increase %

Review date

Employees covered

2.9%

June

400,000 construction workers

2.75%

January

50,000 workers

Plumbing JIB (Scot and NI)

2.5%

July

12,000 workers

Kier Group

2.0%

July

9,500 front-line operatives

Council
Electrical Contracting JIB
(E&W, NI)

and support colleagues
Engineering Construction NJC

2.53%

January

8,600 workers

Electrical Contracting (Scot)

2.75%

January

8,000 workers

Balfour Beatty

2.26%

January

7,691 monthly-paid
employees

Eurovia
Kier Group

2.6%

April

2,800 employees

pay freeze

July

5,000 managers
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Energy and water
The median pay award for 2019 in the energy and water sector is currently 2.7%, slightly
lower than 2.8% in 2018. The interquartile range of awards is between 2.0% and 3.0%. The
highest recorded award is 3.7% at Western Power Distribution. The most popular month for
pay reviews is April with 71% of the awards taking effect this month.

Table 18: Energy and water pay awards 2018 and 2019
2018

2019

Lower quartile

2.2%

2.0%

Median

2.8%

2.7%

Upper quartile

3.0%

3.0%

Average

2.7%

2.4%

43

21

Count

*As at 17 September 2019.
Table 19: Examples of pay awards in energy and water 2019
Organisation

Increase %

Review date

Employees covered

Sellafield

2.5%

April

11,000 employees

Severn Trent Water

2.4%

July

6,500 employees

National Grid

2.9%

July

6,500 employees

Magnox

1.9%

April

4,000 employees

Northern Powergrid

3.2%

April

2,700 employees
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Food, drink and tobacco
The median pay award in food, drink and tobacco so far for 2019 is 2.5%, matching the figure
for 2018. IDR has monitored 25 pay awards at 14 companies compared to a sample size of
36 in 2018. The lower quartile has remained at 2.0% with the upper quartile falling to 2.7%
from 3.0%. The highest award was recorded at 4.7% with only one firm implementing a pay
freeze, for their hourly-paid staff.

Table 20: Food, drink and tobacco pay awards 2018 and 2019
2018

2019

Lower quartile

2.0%

2.0%

Median

2.5%

2.5%

Upper quartile

3.0%

2.7%

Average

2.6%

2.5%

36

25

Count

*As at 17 September 2019.
Table 21: Examples of pay awards in food, drink and tobacco 2019
Organisation

Increase %

Review date

Employees covered

British American Tobacco

2.0%

April

2,642 employees

2 Sisters Food Group

4.7%

April

1,500 employees

Mondelez

2.7%

March

1,300 employees

apetito

2.5%

January

1,150 employees

AG Barr Soft Drinks

2.5%

April

975 employees

46

Pay Planning for 2020 | IDR

Retail and wholesale
The median pay award in the retail sector has remained the same at 2.6% in 2019. The
sample monitored by IDR comprises 29 pay awards covering a total of 735,026 employees.
The lower quartile has risen to 2.3% and the upper quartile to 4.9%, the same level as the
increase in the National Living Wage. Around two-thirds (35%) of awards are worth 4.0% or
more, with C & J Clark International implementing the only recorded pay freeze.

Table 22: Retail and wholesale pay awards 2018 and 2019
2018

2019

Lower quartile

2.0%

2.3%

Median

2.6%

2.6%

Upper quartile

3.5%

4.9%

Average

2.9%

3.6%

71

29

Count

*As at 17 September 2019.

Table 23: Examples of pay awards in retail and wholesale 2019
Organisation

Increase %

Review date

Employees covered

John Lewis Partnership

4.4%

April

83,461 employees

Boots UK

2.9%

April

43,000 employees

Travis Perkins

2.0%

January

21,000 employees

Poundland

3.8%

April

15,700 employees

Sainsbury's Supermarkets

2.0%

March

16,603 employees
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Not-for-profit
Pay rises in the not-for-profit sector have risen over the last year, with the median pay
increase up from 2.3% in 2018 to 2.5% so far for 2019. The sector includes housing and
social care organisations with low-paid staff that are affected by increases in the National
Minimum Wage, which rose by 4.9% on 1 April 2019. The end of the public sector pay limit
may also have been a factor, since this is a key reference point for pay-setting in the sector,
since many organisations receive a portion of their funding from central sources.

Table 24: Not-for-profit pay awards 2018 and 2019
2018

2019*

Lower quartile

2.0%

2.2%

Median

2.3%

2.5%

Upper quartile

3.0%

3.0%

Average

2.3%

2.6%

88

44

Count
*As at 17 September 2019.

Table 25: Examples of pay awards in the not-for-profit sector 2019
Organisation
Sanctuary Group

Increase %

Review date

Employees covered

2.0%

April

9,340 employees

Cancer Research UK

2.25%

June

3,000 employees

Guinness Partnership

2.5%

April

2,800 employees

Pinnacle Group

2.0%

April

2,711 employees

The Salvation Army

3.8%

May

500 care staff

Lawn Tennis Association

2.0%

January

260 employees

Money Advice Trust

1.2%

April

230 employees

Bible Society

3.0%

April

156 employees

48

Pay Planning for 2020 | IDR

Engineering
The median pay award in engineering so far for 2019 is 2.5%, the same as in 2018. The
interquartile range of awards is between 2.4% and 3.0%. IDR has monitored 40 pay deals at
35 firms covering 101,894 employees. As a sub-sector engineering shows a slightly lower
median for pay review outcomes as the broad manufacturing and primary sector (2.6%). The
most popular month for pay reviews is January with 45% of awards taking effect in this
month.

Table 26: Engineering pay awards 2018 and 2019
2018

2019

Lower quartile

2.0%

2.4%

Median

2.5%

2.5%

Upper quartile

3.0%

3.0%

Average

2.6%

2.7%

85

40

Count

*As at 17 September 2019.
Table 27: Examples of pay awards in engineering 2019
Organisation

Increase %

Review date

Employees covered

Xerox

0.0%

April

33,000 employees

Rolls-Royce

3.1%

January

16,000 employees

Nissan Motor Manufacturing

3.3%

July

6,182 employees

BMW Group Plant Oxford

3.0%

January

4,500 employees

Schneider Electric

2.5%

April

4,000 employees
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Inflation forecasts
The fog surrounding Brexit is clouding economists’ forecasts for inflation. The overall
outlook from our panel of City economists this time sees the RPI falling in the near period
(partly due to last year’s rise in the Bank of England’s interest rate dropping out of this
year’s figures and partly due to falling energy prices), then picking up at the end of the year
and rising to a peak of 3% on average in March 2020. They think it will moderate slightly in
the medium term before rising again in the second half of 2020 to similar levels. CPI could
drop this year before rising above the 2% target for this measure in 2020, ending the year
a little higher than at the start.

As usual there are differences between the forecasters, with the impact of Brexit on sterling
and the cost of imports, commodity and energy prices and unit labour costs all figuring to
various extents in the predictions. But the uncertainty arising from the political standoff
between the EU and the UK, and between the different sides of the domestic debate, has
made forecasting even more difficult than usual.

Unusually, one of our panel, Capital Economics, presents three different scenarios for
inflation: one based on a deal with the EU by 31 October, another predicated on the UK
exiting without a deal and a third based on repeated delays to Brexit. CE regards none of
these as its ‘central’ forecast, so to compare them with the other forecasts we have
averaged them together. This makes the forecasts an ‘average of averages’, and as such
even more risk than usual should be attached to them.

CE consider that inflation will be highest under the ‘no deal’ and repeated delays scenarios,
in both cases because of likely falls in sterling raising import prices. (Sterling fell earlier,
before rising again as the Government lost its majority, but the effect on consumer prices
usually lags by eight or nine months.) The body is not expecting inflation to soar in any
scenario but regards a period of slightly higher inflation as likely given recent rises in
commodity (oil) prices and unit labour costs.

Heteronomics (H) offers two contrasting forecasts, for a deal and no deal, but is alone in
thinking the latter is the most likely outcome and is therefore its main forecast. In the case
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of no deal, this organisation thinks RPI will rise relatively sharply in early 2020 (up to 3.4%
in March) before dropping back a little but remaining at around 3% for the rest of the year.
If a deal is reached, inflation will be lower, according to H.

While the gap between the body’s two predictions for the RPI is not large, the variation in
outcomes for the CPI could be greater, with this measure potentially much lower – mostly
below the 2% target – in the case of a deal on Brexit. This is because of the absence of
mortgage interest payments from the CPI. By contrast, these will affect the RPI, regardless
of the outcome with the EU.

NatWest Markets raises the impact of a potential ‘negative output gap’ – an economic
downturn combined with rising unemployment – on inflation in the latter part of 2020.
While this banking arm thinks that weaker sterling will fuel imported inflation in the first
half of next year, this could fade in the latter part of the year if recession or a near-recession
takes hold.

Lloyds Banking Group considers that the outlook for domestically generated inflation points
to ‘upside risks for consumer prices’. This view is mainly based on increasing unit labour
costs, caused by weak productivity growth combined with stronger growth in earnings. LB’s
assumption is that a Brexit deal will be struck and that modest increases in the Bank rate
will bring inflation lower. Pantheon Macroeconomics’ views are based on a similar set of
factors, but sees inflation rising higher in the second half of 2020 in response to a likely
deal with the EU and a pick-up in GDP growth, allowing firms repair their profit margins by
raising prices.
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Figure 17: IDR rounded average inflation forecasts at 28 August 2019
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Labour market statistics
While the employment rate remains at a record-high level, employment growth continues
to slow down. And although unemployment shows a fall, vacancy numbers have also fallen
again, according to the latest figures from the Office for National Statistics (ONS).

The number of people aged 16 to 64 employed in the UK has increased by 21,000 to 31.5
million in the three months to July 2019. The employment rate remains at 76.1%, this is
the joint-highest on record since records began in 1971, and higher than a year earlier when
it was reading at 75.5%. The overall figures for aged 16 and over show employment has
grown by 31,000 to 32.8 million with the number of employed men down on the quarter by
29,000 to 17.3 million. By contrast, the number of employed women increased by 60,000
to 15.5 million.

The number of people aged 16 years and older who were unemployed fell by 11,000 on the
quarter to 1.294 million in the three months to July 2019. The unemployment rate
remained unchanged at 3.8%. Although more men than women left unemployment, both
male unemployment (4%) and female unemployment (3.6%) rates remained unchanged.

The level of economic inactivity among people aged 16 to 64 years increased by 6,000 to
8.6 million on the quarter. This growth was due to the numbers of economically inactive
men, which increased by 23,000 to 3.4 million; meanwhile, the numbers of economically
inactive women fell by 17,000 to 5.2 million. However, the inactivity rate remained
unchanged at 20.8%, which is lower than a year earlier at 21.2%.

Vacancy numbers have fallen yet again, for a fifth successive quarter, by 21,000 to 818,000
on the quarter. The sectors with the highest number of vacancies continue to be human
health and social work activities and wholesale and retail, showing their impact in the
economy. Redundancies have been on an upward trend in 2019 but decreased by 10,000
to 98,000 in the three months to July 2019, with a drop in the number of redundancies
among men driving this fall.
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Average weekly earnings
The rate of growth in average weekly earnings for the whole economy reached 4.0% in the
July figures released by the ONS on 10 September. This was higher than the rate of 3.8%
in June, which was revised up from 3.7% in the previously published figures. The additional
push upwards came largely from higher bonus pay in both finance and business services
and construction. Earnings growth fell in manufacturing and remained weak in wholesaling,
retail, hotels and restaurants. Regular pay growth, which excludes bonuses, was 3.8% for
the whole economy. Average weekly earnings in the private sector grew by 4.1% in the year
to July, up from 4.0% in the year to June. By contrast, earnings growth in the public sector
was 3.7% in the year to July, down from 3.9% in the year to June. The earlier figure had
been boosted by the timing of annual increases in the NHS as part of a three-year pay
agreement.

The rate of pay growth in the finance and business services sector was 5.3% in the year to
July, up from 4.8% in the year to June and 4.1% in the year to May. This acceleration in pay
growth has largely come from higher bonuses, especially in May and July. Regular pay
growth in this sector was 4.6% in the year to July, the same as the figure for June.

The annual rate of pay growth in construction was 6.2% in the year to July, up from 6.1%
in the year to June and up from 5.3%. Higher bonuses were a factor here. Regular pay
growth in construction was 5.3% in the year to July. Skills shortages are a key factor in the
consistently higher rate of earnings growth in construction. Average weekly earnings in
manufacturing slipped back a little to 2.4% in July, down from 2.6% in June, but higher
than 1.9% in May. Weak bonuses were a factor in the latest figures.

The rate of growth in earnings in wholesaling, retailing, hotels and restaurants was 2.8% in
the year to July, up from 2.4% in the year to June and from just 0.9% in the year to May.
Bonus pay has been weak in this large sector over the past few months compared to the
previous year. Regular pay here grew by 3.2% in the year to July. In many companies bonus
pay has been rolled into basic pay in response to both increases in the statutory floor and
competitive pressures to raise minimum rates to or around the level of the voluntary living
wage.
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