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Introduction
Heightened staffing pressures could make for increased pay awards in 2019
We publish the results of our pay planning survey – which looks at employers’ reward
intentions for 2019 – at a time when the economy and the labour market present a series of
apparent paradoxes. On the one hand, economic growth is weak in comparison with previous
periods, with the manufacturing sector virtually in recession and job losses in parts of retail.
Productivity growth has faltered since the crash of 2009, and business investment remains
low in historic terms.

On the other hand, the labour market seems to be robust, at least in terms of falling
unemployment (down to 4%, a figure it last reached in the mid-1970s) and still growing
employment. But there is a debate about the extent to which the labour market may have a
soft underbelly. This is mostly framed in terms of how ‘underemployment’ – the extent to which
employees would like to work more hours, while falling, is still some way above pre-recession
levels, indicating that there are still areas of weakness in the labour market.

Our survey results tend to support the view that the labour market is tighter, or at least
tightening. Over three-fifths of respondents said that pay pressures are increasing, with
recruitment and retention issues the main factor behind this. It could be that we have reached
the point where it is no longer possible to reduce unemployment and raise employment without
increasing wages further. The changing make-up of the labour market in the run-up to and in
the aftermath of Brexit could also be a factor here.

In addition, while inflation is not as high as it has been in previous periods, it remains at
moderate levels and is expected to remain so over the next period, with the possibility that
Brexit could see it rise (see forecasts on page 22). It is not surprising, therefore, that the cost
of living has become more important for employers when it comes to determining the level of
pay rises.

These pressures could produce higher pay rises in 2019 than in 2018. We asked respondents
how they thought their 2019 pay awards would compare to inflation. Similar proportions – just
below a third – thought they would be equal to the RPI and CPI/CPIH in each case, while just
above a quarter thought that pay rises would be in-between the CPI/CPIH and RPI percentage
rates.
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If economists’ predictions are correct and the RPI is around 3% in the first quarter of 2019,
then we could see a third of awards at this level (with a further small proportion, 6%, above
the RPI). A further third could be worth around 2.2%, while just above a quarter could be set
at intermediate levels, eg around 2.6%. Overall this points to between three-fifths and twothirds of pay awards in 2019 coming in at 2.6% or higher, with many of these at 3% or above.
Meanwhile the NLW will also continue to present an upward pressure at the lower end of the
earnings distribution.

Other issues for HR/reward professionals in the year ahead include the burgeoning agenda
around the reporting of various pay statistics. Employers had to publish their gender pay gaps
for the first time this year. The new rules made for an enhanced focus on equal pay issues,
even if figures for gaps by job or grade were not required, and this is unlikely to diminish. In
fact, the prospect of extra data requirements figured in the Conservatives’ 2016 manifesto and
is therefore possible even if the current administration survives. Indeed, the Commons
committee on the lessons learnt from the introduction of gender pay gap reporting makes a
number of recommendations that point in this direction, including gaps at deciles rather than
quartiles and measures to improve data accuracy.

Added to this (in 2020) will be the obligation to report the ratios between the salaries of chief
executives’ and those for each firm’s ‘average’ worker. All of this means that properly
communicating reward practices to employees will gain in importance over the coming period.

Another emerging theme is the possibility that more employers could consider linking pay to
productivity improvements. This can be done crudely in those instances where output can be
easily measured, but in most cases the emphasis is likely to be on connections between
salaries and some indicator of capability, competency or skills. These sorts of relationships
could help improve the economy’s poor performance in respect of productivity.

It has to be said, though, that widespread developments in this area are unlikely without a rise
in business investment. This tends to be positively related to wage growth. Indeed, the fact
that business investment has faltered in the wake of the recession and in the advent of Britain’s
departure from the EU is a key explanation for the relatively weak real-terms wage growth
witnessed since the crash. For the economy to resume growth, investment will have to begin
again, whatever the UK’s relationship with its nearest trading partners. If and when it does,
wage growth is likely to be stronger.
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About this report
This report is based on a survey conducted by IDR of mostly medium to large private sector
employers in July and August 2018. The survey asked employers about their reward intentions
for 2019 and covered pay awards, the factors influencing pay awards, pay pressures,
anticipated changes in staffing levels, the increase in pension contributions and reactions to
pay reporting changes.

In total the survey received responses from 122 organisations, together employing a total of
1.2 million workers. Most respondents operate in the private sector – representing 68% of the
sample overall – and of these the majority are in private services.

Chart 1: Breakdown of sample by sector

Not-forprofit/voluntary 13%

Public sector 19%

Manufacturing or
production 18%
Private services 50%
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Analysis of survey results
Survey reveals higher pay awards are connected to rising pay pressures
Rising pay pressures have fed through to higher pay awards this year and are likely to lead to
a similar level of awards in 2019, according to the results of the latest IDR pay planning survey.
Three-fifths of organisations responding to our survey said they have applied higher pay
awards this year compared to 2017 (60%) and just over two-thirds expect to make similar
awards in 2019 (68%). While affordability is the most important factor when determining the
level of pay award, recruitment and retention issues are applying upward pressures on pay
and organisations remain focussed on offering competitive market rates.

Pay pressures
The IDR survey asked whether pressures on pay had increased, decreased or stayed the
same since last year. Most employers (62%) reported that they had increased and over half
(54%) said this was due to issues around recruitment and retention. This is mainly being driven
by recruitment and retention difficulties for specific roles (34% of respondents reported this as
a factor behind increasing pressures on pay). IT, technology and digital roles, professional
roles such as those in finance and legal and drivers were the most commonly cited hard-torecruit/retain posts. Meanwhile a fifth of respondents said that recruitment and retention more
broadly was the main reason for increasing pressures on pay.

The National Living Wage (NLW) is also continuing to have a significant impact on pay-setting
policies with just over a quarter of respondents (26%) saying the statutory wage has led to
increased pay pressures. Almost a quarter of respondents (23%) reported increasing pay
pressures have come from employees directly or from employee representatives.

Companies have been responding to pay pressures by focussing on base pay, through either
across-the-board pay rises or targeted pay increases for specific roles or groups of staff where
recruitment and retention issues exist (see chart 3). Some organisations have conducted or
plan to conduct benchmarking exercises, aimed at establishing whether they need to target
pay rises at specific roles. A few companies already provide skills-based payments or
additional market supplements to roles where recruitment and retention issues exist for
particular roles.
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Chart 2: Employer reported reasons for pay pressures

Recruitment and retention broadly

20%

Recruitment and retention in specific geographical
areas

17%

Recruitment and retention for specific roles

34%

The National Living Wage

26%

Employees or employee representatives
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Chart 3: Employers responses to pay pressures

Bonus or performance payments

15%

Across-the-board pay rises

29%

Pay increases targeted at specific geographical
areas

6%

Pay increases targeted at specific roles

30%

Pay increases targeted at specific groups of staff

26%
0%
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Pay awards in 2018 and 2019
The majority respondents report having paid a higher increase in 2018 than they did in 2017
(see chart 4). Over three-fifths of organisations in this year’s survey have awarded pay
increases between 2 and 2.99% in 2018 (63%), while just over a quarter have applied pay
awards at or above 3% (26%). Looking ahead to 2019 most companies anticipate awarding
the same level of increase in 2019 as they did this year (68%) (see chart 5 overleaf).

Chart 4: Level of pay increase awarded in 2018, compared with the 2017 review
70%
60%
50%
40%
30%

60%

20%
32%
10%
8%
0%

Higher 60%

The same 32%

Lower 8%

Looking at employer intentions by pay award level shows that almost a fifth of those that
awarded increases between 2 and 2.99% said they intend to award a higher increase in 2019
(18%), while slightly fewer of those that paid 3% or more this year intend to award a higher
increase in 2019.

Table 1: Changes in pay award levels in 2018 and 2019
Pay award in 2018

Level of pay increase intended for 2019 compared to 2018 review
Lower (%)

Same (%)

Higher (%)

2-2.99%

11.8%

70.6%

17.6%

3% and above

14.3%

71.4%

14.3%

*Note: figures based on data from organisations that supplied pay review information.
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Chart 5: Intended level of pay increase in 2019, compared with the 2018 review
70%

60%

50%

40%
68%
30%

20%

10%

21%
11%

0%

Higher 21%

The same 68%

Lower 11%

Public sector organisations also said they are likely to reach higher pay settlements in 2019,
following the lifting of the Government’s 1% pay cap. Pay restraint in the public sector has
been one contributor to the muted pay growth seen since the end of the recession, and the
policy’s end could add to the upward pressure on pay (see below).

Some three-fifths of organisations have already applied higher pay awards this year compared
to 2017 (60%). According to IDR monitoring, these organisations have applied a median award
of 2.5% in 2018, up from 2% in 2017. Monitoring of wider pay awards (not just for the
companies in this survey sample) also shows an uplift in the median pay award from 2% for
2017 to 2.5% for 2018 (based on settlements recorded so far for the year).

Improved business results have led to larger pay budgets for some companies. Inflation and
improved company performance were other common reasons for companies to award higher
increases this year.
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Chart 6: Trade union recognition
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Yes, for a particular
site/sites

No

Just over a fifth of organisations in the survey sample recognise a trade union or unions for
pay bargaining for all their UK employees (21%) while just over a third operate collective
bargaining for particular staff or groups or for particular sites (35%).

The survey also asked how pay decisions are made at organisations that do not recognise
trade unions for pay bargaining (just over two-fifths 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.

The survey asked what the main factors are when determining the level of pay increases.
Unsurprisingly, affordability ranks highest with almost all respondents citing this. Market
benchmarking was the next most commonly-cited factor, flagged as either important or very
important by 79% of companies. Inflation or the cost of living and the future business outlook
are also considered significant factors, both cited by 77% of respondents. Inflation has become
more important in determining the level of pay increases compared to last year when 66% of
respondents said it was either important or very important. Recruitment and retention was
listed by almost three-quarters of respondents as a significant factor.
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Chart 7: Factors determining the level of pay increases
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Inflation
For the first time in our series of pay planning surveys, the CPI has overtaken the RPI as the
most relevant measure of inflation for pay setting. Some 48% of organisations described the
CPI as the most relevant indicator of the cost of living, compared to 46% of companies who
favour the RPI measure. This is significant since the all-items RPI figure has traditionally
been viewed as the most comprehensive measure of inflation by both employers and trade
unions.

However, partly as a result of the Government making the CPI its official target measure for
inflation in 2003 and the Office for National Statistics (ONS) removing the RPI’s designated
‘national statistic’ status in 2013 (although it still publishes the measure), the CPI has slowly
been growing in popularity amongst 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 chart 8), and just 15% of employers use it as a measure to help determine
the level of pay awards (graph 9).
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Chart 8: Awareness of measures of inflation
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Chart 9: Which measures of inflation are relevant when making decisions on pay awards?
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Table 2: How will inflation affect the level of the pay award in 2019?
Proportion of firms
Expect the pay award to be at the level of the RPI

29%

Expect the pay award to be above RPI

6%

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

26%

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

29%

Expect the pay award to be below CPI/CPIH

10%

Looking at the likely levels of 2019 pay awards, the same proportions of respondents (just
below a third or 29% in each case) said they expect next year’s pay awards to be either at the
level of the RPI or that of the CPI/CPIH. Just above a quarter (26%) said they expect 2019
awards to be below RPI but above CPI. Smaller proportions predict their awards will be either
above the RPI or below the CPI.

Reward strategies
Affordability or company performance was the most important factor influencing broader
reward strategy, according to three-quarters of survey respondents. This is in line with the
finding that most companies view affordability as the main driver of the size of pay budgets.
The second most important factor underlying reward strategy, according to our survey results,
was internal relativities or fairness (58% of respondents) and just over half of respondents said
the third influencing factor was external relativities or market comparisons (53% of
respondents).

While the latter scores are close it is nonetheless interesting that internal relativities (or
‘fairness’) should be regarded as more important than the market. This could reflect the impact
of the gender pay gap reporting requirements, and perhaps also the possibility of forthcoming
legislation on reporting executive pay ratios. Both of these are likely to have made firms focus
more sharply than before on internal relativities.

Table 3: Factors influencing reward strategy:
Company

Internal

External relativities

performance or

relativities or

or market

affordability

fairness

comparisons

1 – highest influence

75%

8%

16%

2 – second highest influence

11%

58%

31%

3 – third highest influence

14%

34%

53%
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A number of themes emerged when we asked organisations what their single biggest reward
issue is for 2019. Key among these were affordability, market rates and retention. Companies
reported the difficulties of balancing affordability with the need to maintain pay rates at levels
that can recruit, retain and motivate staff, especially in a context of challenging market
conditions and internal budget pressures.

The NLW also continues to be a key issue for organisations. Its impact on both starting rates
and differentials is of particular concern for a number of survey respondents. For example, the
Co-op said that the continued erosion – by the rising NLW – of the pay differentials between
lowest-paid roles and the immediate levels above is putting pressure on its operational
structure.

Staffing levels
While most companies do not anticipate a change to staffing levels over the coming 12 months
(55%), just under a third (29%) said they expected staffing numbers to increase. This
represents an increase on last year’s figures when 23% of survey respondents expected an
increase in staffing levels over the following year. The latest findings may indicate a little more
confidence in market conditions, though some of the increase could be due to sampling
variation. This year’s survey found that the key reason for an anticipated increase in staffing
levels is business growth (almost two-fifths of respondents, 39%, reported this).

Financial, professional and business services, manufacturing and transport, storage and
distribution companies were most likely to anticipate an increase in staffing levels. But other
sectors also figured in plans for expansion. Marston’s said it is planning to build 15 new pubs
over the next 12 months which will result in an approximate increase of 700 to the company’s
headcount. Meanwhile Manchester Airports Group said that an increase in passenger
numbers and CAA regulations will lead to an increase in the number of employees. Balfour
Beatty also expects to take on more staff over the next year to fulfil commitments from new
contracts and the delivery of the HS2 rail link (the company currently employs 14,000
employees).
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Chart 10: How do you anticipate staffing will change in the coming months?
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Most organisations are still uncertain about the impact the UK’s exit from the EU will have on
their business. Perhaps due to the extremely slow progress of the negotiations, most say it
has had no effect on their decisions around pay or their staffing plans for 2019. However, a
handful of companies in the survey have already experienced some effects from the outcome
of the vote. For example, a large proportion of restaurant chain Nandos’ London workforce is
from the EU. Accordingly, the company expressed concern about a potential ‘shortage of
talent’ in the wake of the vote.

Other companies said that the uncertainty over the outcome of the Brexit negotiations has
reduced their ability to plan with confidence. One hotel chain responding to the survey said
that the Brexit vote has had a significant impact on its staffing plans for 2019. It is concerned
there will be fewer staff available and it is already struggling to recruit staff to key jobs in
kitchens and restaurants.
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Figure 1: To what extent is the UK's vote to leave the EU a factor in this change?

Changes to pension contributions
Just under half the organisations in the survey sample (48%) needed to increase pension
contributions as a result of total minimum contributions rising from 2% to 5% from 6 April 2018.
According to the survey, companies in retail, social care and housing, hotels, restaurants and
leisure and transport and distribution were the most affected by changes to the statutory
pension contribution uplifts. All retail and hotels, restaurants and leisure companies in the
survey needed to uplift minimum pension contributions, while almost two-thirds of social care
and housing respondents (63%) and two-thirds of transport and distribution companies (66%)
needed to make changes to their pension schemes.

Prior to 6 April 2018, just under a third of survey respondents applied a minimum employer
pension contribution of 1% (30%). Post 6 April 2018, the proportion of employers applying the
minimum contribution has declined to 20%, with just over a third of employers (34%) that
previously applied the minimum contribution now deciding to apply a higher minimum
employer contribution. As a result, at these companies, employees can now make lower
minimum contributions compared to their employer, or employee and employer minimum
contributions have been equalised at 2.5%.
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Table 4: Minimum pension contribution rates before and after 6 April 2018
Employer contribution rates

Employee contribution rates

Minimum %

Minimum %

Minimum %

Minimum %

contribution before

contribution after 6

contribution before

contribution after 6

6 April 2018

April 2018

6 April 2018

April 2018

Lower quartile

1.0%

2.7%

1.0%

3.0%

Median

3.5%

4.0%

2.0%

3.0%

Upper quartile

6.0%

6.3%

3.0%

3.2%

Average

5.1%

5.9%

2.0%

3.0%

98

99

96

97

Count

Gender pay gap statistics
Of the 113 companies that provided details of their gender pay reporting, 73% (82 companies)
were legally required to report their gender pay gap and all did so. Slightly more companies
(91 or 81%) plan on publishing their gender pay gap statistics in 2019. Some of these employ
less than 250 employees and so are not legally obliged to do this. They include two voluntary
organisations, the Commonwealth War Graves Commission and housing association Saxon
Weald, and chemicals manufacturer Mexichem.

Of the companies that have reported on their gender pay gap, 86% also published a
commentary explaining their figures. Our survey asked what actions organisations had
undertaken in respect of gender pay gap issues. The most popular actions included
undertaking a full equal pay audit (19% of respondents), a further 18% have implemented
changes to their recruitment policies and a quarter have taken no further actions at this stage.
Some specific actions that organisations have taken include reviewing diversity, inclusion and
talent policies (as at EasyJet), introducing unconscious bias training for managers
(Nationwide) and setting targets for increasing female representation at senior levels (Ageas).

Looking ahead to next year, most companies expect their gender pay gaps to stay the same
(69%), while just over a quarter (26%) expect the gaps to have decreased. Some 5% of
respondents expect their gender pay gap to have increased by 2019 when they report the
findings again.
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Chart 11: Changes in the gender pay gap in 2019
Increased
5%

Decreased
26%

Stayed the same 69%

Executive pay reporting
The IDR survey asked organisations about their plans regarding the likely introduction of
mandatory CEO-to-worker pay ratios, whereby firms will have to calculate and publish how
many times greater the salary of the highest-paid staff member is than that of the lowest-paid
staff member. The table below shows that almost a third of organisations in our survey sample
have already calculated their executive pay ratios, though less than a fifth of organisations in
each case (16%) have either shared the results internally with staff or published the pay ratio
externally.
Chart 12: Executive pay ratio reporting
35%
30%
25%
20%
15%

29%

10%

16%

16%

Shared executive pay ratio
internally with staff

Published executive pay ratio
externally

5%
0%
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Inflation forecasts
How might Brexit affect inflation?
Inflation on the RPI measure is set to moderate very slightly but is likely to remain around the
3% mark into early 2020, according to the aggregate picture produced by the latest set of
inflation forecasts from our panel of City economists. There are slight differences between the
various predictions, with the main divergence over whether the RPI could remain at or above
3% or might drop below it slightly. While three of the current panel are in the latter category,
four see inflation staying above 3%, albeit with a dip at the end of 2018/start of 2019. The lack
of significant change either way in the outlook for inflation is largely conditioned by the fact
that most economists are uncertain what effect Brexit might have on changes in the cost of
living.

The main downward pressure on inflation is coming from the falling out from the official figures
– and therefore from the forecasts too – of the effects of sterling’s depreciation following the
vote to leave the EU in 2016. This had the initial outcome of raising the prices of imported
goods sharply, but the impact on inflation has gradually moderated as sterling has recovered
somewhat. The Bank of England expresses this clearly in its latest inflation report, forecasting
that the contribution from ‘external pressures’ (that is, the influence of sterling’s fall on import
prices) to increases in the cost of living is likely to decline over the coming period.

But this downward effect is offset by concerns about the upside risks posed by Brexit. One
forecasting body, the National Institute of Economic and Social Research (NIESR), considers
that the UK’s departure from the EU could lead to a depreciation in sterling and a concomitant
rise in import prices, thereby raising upward inflationary pressures on items like food and other
goods brought in from overseas. There may also be upside risks to food costs from the late
spring and hot summer.

Deal or no deal
NIESR sets out two scenarios – one in which a ‘no deal’ Brexit occurs and the other shaped
by the Government’s ‘White Paper’ on its preferred future relationship with the EU. In both
scenarios inflation is predicted by NIESR to rise. Following a failure to reach a deal, and a
‘disorderly’ exit, the institute thinks that CPI inflation could rise steeply to nearly 4% in 2019
and remain at or near that level for about a year, before falling back just as sharply to previous
levels. But even if departure terms are negotiated along the lines proposed under the
document drawn up at Chequers, inflation could still rise, though later and by slightly less, and
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it will come down more slowly in these circumstances. (In these scenarios, RPI would be likely
to be higher, by at least the usual margin of around 0.9 percentage points.)

The Bank of England considers that while external pressures are likely to diminish, ‘domestic
pressures’ are likely to increase. By the end of 2019, it predicts, growth in demand for goods
and services could overtake firms’ capacity to supply these goods and services. That point,
therefore, could see the emergence of what the bank calls a ‘margin of excess demand’, which
is likely to have the effect of raising domestic economic costs such as wages, as employers
pay staff more to encourage extra productivity.
On the CPI, which as the Government’s preferred measure of inflation for macroeconomic
management constitutes the inflation ‘target’ for the Bank of England, the Bank considers that
it is likely to remain above the target level of 2% in the short to medium-term, only coming
back down to this level in 2021. Like the Bank, most of our panel do not produce forecasts for
CPIH inflation. A minority do, however. These indicate that the CPIH could be a little above
2% for the forecast period. The CPI is currently 2.5% and the CPIH 2.3%.
Chart 13: IDR rounded average inflation forecast for August 2018 to December 2019
3.2%
3.1%
3.1%
3.0%
3.0%
2.9%
2.9%
2.8%
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Table 5: Forecasts for RPI inflation at 30 August 2018
CE

H

JPM

LB

NWM

P

SG

IDR ave

Aug-18

3.0%

3.12%

3.1%

3.3%

3.1%

3.3%

3.1%

3.1%

Sep-18

2.8%

2.98%

3.1%

3.2%

3.1%

3.2%

3.1%

3.1%

Oct-18

3.1%

2.94%

3.2%

3.2%

3.0%

3.2%

3.1%

3.1%

Nov-18

3.0%

2.94%

3.3%

3.2%

2.9%

3.0%

3.2%

3.1%

Dec-18

2.9%

2.64%

3.0%

3.2%

2.8%

2.9%

3.0%

2.9%

Jan-19

3.0%

2.76%

3.3%

3.1%

2.9%

2.9%

2.9%

3.0%

Feb-19

3.1%

3.00%

3.1%

3.1%

2.8%

2.8%

3.0%

3.0%

Mar-19

3.2%

3.19%

3.4%

3.2%

2.9%

3.0%

3.0%

3.1%

Apr-19

3.2%

3.19%

3.3%

3.1%

2.9%

2.9%

2.9%

3.1%

May-19

3.1%

3.12%

3.3%

3.1%

2.8%

2.7%

2.8%

3.0%

Jun-19

3.1%

3.17%

3.2%

3.3%

2.8%

2.9%

2.6%

3.0%

Jul-19

3.2%

3.29%

3.3%

3.2%

2.8%

2.9%

2.6%

3.0%

Aug-19

3.3%

3.24%

3.3%

3.1%

2.8%

2.8%

2.5%

3.0%

Sep-19

3.4%

3.31%

3.4%

3.0%

2.7%

2.8%

2.3%

3.0%

Oct-19

3.3%

3.42%

3.4%

3.0%

2.8%

2.8%

2.3%

3.0%

Nov-19

3.3%

3.38%

3.4%

3.0%

2.8%

3.0%

2.2%

3.0%

Dec-19

3.2%

3.44%

3.5%

3.0%

2.7%

3.0%

2.2%

3.0%

CE – Capital Economics; H – Heteronomics; JPM – JP Morgan; LB – Lloyds Banking Group;
NWM – NatWest Markets; P – Pantheon Macroeconomics; SG – Société Générale
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Pay awards
Chemicals, pharmaceuticals and oil
The median pay award in chemicals, pharmaceuticals and oil in 2018 so far is 2.75%, up by
over a third of a percent (0.38%) from 2.37% in 2017. Both the upper and lower quartiles are
also higher this year than in 2017. Analysis of awards at a matched sample of organisations
shows higher settlements in 2018 than in 2017, indicating that the differences are not due to
sampling variation. IDR has monitored 20 pay deals at 16 companies in the chemical,
pharmaceutical and oil industries in 2018 so far. The reviews cover 8,711 employees in total.
Some three-fifths of the pay deals were negotiated with trade unions. As a sub-sector,
chemicals, pharmaceuticals and oil shows a higher median pay review than the broader
manufacturing and primary sector, where the overall median is 2.5%.

Table 6: Chemicals, pharmaceuticals and oil pay awards in 2017 and 2018
2017

2018

Lower quartile

2.0%

2.6%

Median

2.4%

2.8%

Upper quartile

2.8%

2.9%

Average

2.4%

2.8%

42

20

Count

Table 7: Examples of pay awards in chemicals, pharmaceuticals and oil in 2018
Organisation

Employees covered

BASF

700 employees

2.5%

April

Baxter Healthcare

1,300 employees

2.3%

March

Bostik

490 employees

2.5%

January

2.8%

July

3.1%

January

3.0%

January

3.0%

January

Lubrizol
PQ Silicas UK
Renolit
Sika

Blackley site staff (61), Huddersfield site
staff (19) and 423 non-unionised staff
260 employees
280 hourly-paid manufacturing staff, admin
and junior management
830 employees
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Chart 14: Distribution of pay awards in chemicals, pharmaceuticals and oil 2018
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Engineering
The median pay award in engineering so far for 2018 is 2.5%, up by only 0.05% from 2.45%
in 2017. However, analysis of a matched sample of 17 organisations indicates that more pay
reviews are being concluded above 2.5% (11 in 2018 versus 7 in in 2017). The lower quartile
for both years remained the same at 2.0%. The upper quartile shows some growth, rising from
2.8% in 2017 to 3.0% in 2018. IDR has monitored 33 pay deals in engineering in 2018 so far,
covering 65,713 employees in total. Just below half of the pay deals collected by IDR were
negotiated with trade unions. As a sub-sector engineering shows the same median for pay
review outcomes as the broad manufacturing and primary sector. Pay reviews were evenly
distributed between the 2.0-2.49%, 2.5-2.99% and 3%-plus bands, with no pay freezes.

Table 8: Engineering pay awards in 2017 and 2018
2017

2018

Lower quartile

2.0%

2.0%

Median

2.5%

2.5%

Upper quartile

2.8%

3.0%

Average

2.3%

2.5%

117

33

Count
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Table 9: Examples of pay awards in engineering in 2018
Organisation

Employees covered

Airbus Operations

2,850 employees

Babcock Energy

2,500 staff

0.0%

April

BAE Systems

143 staff

2.5%

April

CH2M Hill

2,555 staff

2.25%

April

HP UK

750 employees

3.0%

February

Komatsu UK

443 employees

3.5%

March

Increase %
2.75%

7,201 staff below management

Nissan Motor Manufacturing

grade

Review date
January

2.75%

January

Pirelli Tyres

1,250 non-manual staff

4.5%

February

Siemens

14,000 employees

2.5%

January

Unipart Group

4,000 employees

2.0%

January

Chart 15: Distribution of pay awards in engineering 2018
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Energy and water
The median pay award for 2018 in the energy and water sector is currently 2.5%, matching
the median for the whole economy. IDR has monitored 15 pay awards covering over 66,500
employees, with ten firms negotiating their review with trade unions. Both quartiles have
shown the same 0.5% growth, the lower quartile is 2.2% and the upper quartile rising is 3.0%.
Two-thirds of awards were made under long term deals. AES Electric’s award is in the final
year of a three-year deal, at 3.58% being calculated using the average RPI rates of the
individual monthly figures. The most popular month for pay reviews is April, accounting for
87% of the awards monitored.

Table 10: Energy and water pay awards in 2017 and 2018
2018

2017

Lower quartile

2.2%

1.7%

Median

2.5%

2.0%

Upper quartile

3.0%

2.5%

Average

2.6%

2.1%

15

30

Count

Table 11: Examples of pay awards in energy and water 2018
Organisation

Employees covered

AES Electric

250 staff (Ballylumford)

British Gas

9,000 customer service and

Increase %
3.58%

Review date
January

2.4%

April

3.0%

April

admin staff
EDF Energy

9,282 company agreement
staff

National Grid

1,400 managers

2.2%

July

Sellafield

11,000 employees

2.9%

April

UK Power Networks

1,800 collectively bargained

3.8%

April

staff
United Utilities

4,200 staff

3.0%

April

Westinghouse, Springfields Fuels

1,050 employees

1.6%

April
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Chart 16: Distribution of pay awards in energy and water 2018
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Not-for-profit
The median pay award in the not-for-profit sector is currently 2.13%, slightly up from 2% in
2017. Both the lower and upper quartile are higher in 2018, the lower quartile has risen
significantly from 1.49% to 2.0% and the upper quartile has risen from 2.57% to 2.74%. IDR
has monitored 50 pay deals so far for 2018, covering almost 40,000 employees. Overall 12 of
the pay awards monitored have been negotiated with trade unions. The pay awards range
from pay freezes at three organisations to increases of 4.5% for some staff at the National
Trust. The greatest proportion of deals, just below two fifths, are worth between 2.00-2.49%;
while the next greatest, a little over a fifth, are worth 2.50-2.99%. The most popular month for
pay reviews is April with 60% of the awards taking effect this month.

Table 12: Not-for-profit pay awards in 2017 and 2018
2018

2017

Lower quartile

2.0%

1.5%

Median

2.1%

2.0%

Upper quartile

2.7%

2.6%

Average

2.2%

2.1%

50

82

Count
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Table 13: Examples of pay awards in the not-for-profit sector 2018
Organisation

Employees covered

Increase

Review date

%
Barnardo’s

6,00 employees

1.5%

April

Cancer Research

2,600 employees

2.25%

June

Church of England

500 staff

2.5%

January

MS Society

250 employees

2.0%

January

Royal College of Nursing

915 employees

2.75%

January

St Petroc’s Society

39 employees

2.5%

April

Sue Ryder

3,200 employees

2.0%

April

The Royal College of Radiologists

60 staff

1.5%

January

Yorkshire Housing

800 staff

2.0%

April

Chart 17: Distribution of pay reviews in the not-for-profit sector 2018
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Food and drink manufacture
The median award so far for 2018 is 2%, down from 2.25% in 2017. This small fall may be
down to sampling variation. The upper quartile has also fallen by 0.27% to 2.5% whereas the
lower quartile has remained unchanged at 2%. IDR has monitored 17 pay deals at 14
companies in the food and drink sector covering 12,000 employees as of August 2018,
compared to a sample size of 54 in 2017. A large majority of pay awards, nearly three-fifths
(59%), fall into the 2-2.49% portion of the distribution, this was also the case in 2017. No pay
freezes were recorded this year. January and April are the most popular times for pay reviews
in this sector.
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Table 14: Food and drink manufacture pay awards in 2017 and 2018
2018

2017

Lower quartile

2.0%

2.0%

Median

2.0%

2.3%

Upper quartile

2.5%

2.8%

Average

2.4%

2.3%

17

54

Count

Table 15: Examples of pay awards in food and drink manufacture 2018
Organisation

Employees covered

Increase %

Review date

Apetito

1,200 employees

2.5%

January

British Sugar

350 central office staff

2.0%

January

Dr. Oetker

430 hourly-paid employees

2.0%

April

Heineken

689 negotiated group staff

2.0%

January

Simpsons Malt

245 employees

3.0%

April

Scottish Salmon Co

510 employees

3.0%

January

The Wrigley Co

210 supply staff

3.03%

January

Unilever

3,600 collectively bargaining employees

2.45%

April

Warburtons

1,300 salaried employees (exc. bakers,

2.4%

January

drivers and engineers)

Chart 18: Distribution of pay awards in food and drink manufacturing 2018
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The median pay award for construction is in line with that for the whole economy, at 2.5%.
This is mainly a result of rises below 3% under five company-level awards, covering a minority
of employees in the sector. For the large number of employees covered by the smaller number
of industry deals, which set pay and conditions at site level, pay rises have been at 3% or
above. Housebuilders covered by the Building and Allied Trades JIC received increases of
3.1% while workers on larger sites, covered by the Construction JIC, received 3.2%.

IDR has monitored 12 construction pay awards during the first six months of 2018. The sample
covers 688,133 employees and includes seven national industry-wide agreements, three of
which produced long-term deals. Half of the awards in the sample range between 2.5% and
2.99%, whereas in 2017 the majority of rises sat in the 2.0-2.49% range. This has resulted in
both the lower and upper quartiles increasing. The lower quartile rose by 0.5% to 2.5% and
the upper quartile increased from 2.6% to 2.7%.

Table 16: Construction pay awards in 2017 and 2018
2017

2018

Lower quartile

2.0%

2.5%

Median

2.5%

2.5%

Upper quartile

2.6%

2.7%

Average

2.4%

2.6%

20

12

Count

Table 17: Examples of pay awards in construction 2018
Organisation

Employees covered

Increase %

Review
date

Balfour Beatty

9,283 employees

2.3%

January

Building & Allied Trades Joint Industry

200,000 employees

3.1%

June

400,000 construction

3.2%

June

Council
Construction Industry Joint Council

workers
Electrical Contracting JIB (Scotland)

8,000 employees

2.5%

January

Kier Group

12,500 salaried

2.5%

July

Lafarge Tarmac

4,000 staff

2.5%

January

Steeplejack & Lightning Conductor

1,100 staff

3.5%

July

Engineering NJC
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Chart 19: Distribution of pay awards in construction 2018
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Retail
The median pay award in the retail sector has risen from 2.1% in 2017 to 2.8% for 2018, which
is higher than the median for the whole economy presently at 2.5%. The most populous range
for pay awards has shifted from 2-2.49% in 2017 to 2.5-2.99% in 2018. The sample monitored
by IDR comprises 25 pay awards covering a total of 633,100 employees. Most awards are
effective in April to coincide with the annual rise in the NLW. The lower quartile remains at
2.0% but the upper quartile has increased from 3.0% in 2017 to 3.2% in 2018. The proportion
of deals worth 3% or more has risen from just under a third to just above a third. The highest
rises were at Argos, Mothercare and N Brown Group.

Table 18: Retail pay awards in 2017 and 2018
2017

2018

Lower quartile

2.0%

2.0%

Median

2.1%

2.8%

Upper quartile

3.0%

3.2%

Average

2.7%

2.9%

70

25

Count
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Table 19: Examples of pay awards in retail 2018
Organisation

Employees covered

Increase

Review date

%
Argos

25,000 hourly-paid retail staff

4.4%

April

B&Q

25,000 employees

2.8%

April

Boots

35,728 hourly-paid staff

2.5%

April

Debenhams

16,965 hourly-paid retail staff

3.8%

April

Gap

1,700 employees

2.0%

April

N Brown Group

229 hourly-paid staff

4.35%

April

Tesco

256,000 hourly-paid retail colleagues

2.0%

July

0

0

Chart 20: Distribution of pay awards in retail 2018
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Average weekly earnings
Falls in bonus pay nudge earnings growth down to 2.4%
The rate of growth of average weekly earnings in the whole economy dropped back again in
the latest figures from the ONS, to 2.4% in the year to June 2018, down from 2.5% in the year
to May and 2.6% in the year to April. Bonus pay fell across all industrial sectors, especially in
finance and business services, and was a major contribution to the drop in total pay growth.

Underlying earnings growth, as measured by the ‘regular pay’ series, which excludes bonuses,
was a little higher at 2.7%. While this was also down on the previous month’s headline figure
– which is based on a rolling three-month average – the single-month figures for regular pay
for June showed a slight rise, from 2.7% to 2.8%, in contrast to the single-month figures for
total pay, which fell sharply from 2.5% to 2.1%.

In last month’s figures, the fall in bonuses was confined to the finance and business services
sector. However, this month bonuses fell back across all sectors, reflecting weakness in the
economy in the year to June. In the finance and business services sector, total average
earnings grew by 1.5% in the year to June, marginally up on the figure of 1.4% in the year to
May. In this sector the rise in earnings growth, excluding bonuses, was 2.4%.

In manufacturing, average earnings grew by 2.5% in the year to June, down from 2.9% in the
year to May. However, a year ago, in June 2017, the rate of growth in manufacturing was
much lower, at 1.3%.

In construction, where pay growth has been higher than other sectors recently, the rate of
growth in average earnings was 5.3%, down a little from a revised figure of 5.7% in the year
to May. However, in June 2017, the rate of growth in earnings in construction was almost zero,
at 0.1%.

In the lowest-paying sector of wholesale, retail, hotels and restaurants, which has seen
significant job losses over recent months, earnings growth was 3.2% in the year to June, the
same as the revised figure for May. In June 2017, the rate of growth was a percentage point
lower at 2.2%.

Looking at the private sector overall, average earnings growth was 2.4% in the year to June
on the total pay measure and 2.8% on the regular pay measure. Meanwhile in the public
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sector, pay growth was 2.2% in the year to June, the same as the revised figure for May (both
on the total pay measure, since bonuses are not a significant component of public sector pay).

Despite the public sector employing a much greater proportion of graduates and professional
staff than the private sector, average weekly earnings are currently lower in the former than in
the latter. Actual average earnings in the public sector dropped back from £518 in May to £517
in June, slightly behind the private sector figure of £518. First-stage increases from the recent
three-year pay deal in the NHS were only paid in July and as such have yet to appear in the
ONS data.
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