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PRESS RELEASE
EMBARGOED UNTIL: THURSDAY 23 MARCH 2017
Employers predict below-inflation 2% pay award 
Private-sector employers are forecasting a pay award of just 2% for their employees over the coming year, the latest data from pay analysts at XpertHR reveals.

This figure comes as retail prices index (RPI) inflation (still the most favoured measure of inflation for pay awards purposes) jumped to 3.2% in February 2017, a rise of 0.6 percentage points from January.

Based on data from 212 organisations, XpertHR research suggests that only 8.5% of pay awards over the next year will result in an increase to employees that is worth the same or more than the current rate of inflation. With forecasters predicting RPI to continue to push higher through the year, this figure could be even lower if employers don’t revise their pay review plans.

Inflation was identified as the factor most likely to put upwards pressure on the level of pay awards over the coming year, suggesting that employers are aware of how a below-inflation pay award would be viewed by their employees. With recruitment and retention issues prevailing, many employers are likely to have to use pay to secure the talent they need. However, in a hangover from the recession, many employers report that they simply don’t have the ability to award higher pay awards.

Positively, few employers are planning to freeze pay – just 4.4% of pay reviews are expected to result in no increase – but only a minority expect to give a higher rise than employees received last year. Instead, more than half (52.2%) of pay awards are likely to be at the same level as given a year ago. Just three in 10 (30%) of this year’s pay awards are expected to be at a higher level than the affected employees received last year.
The 2% forecast pay award is in line with XpertHR’s current headline measure of pay awards, which is running at 2% in the three months to the end of February 2017. Based on a sample of 219 pay awards effective between 1 December 2016 and 28 February 2017, we again find that employers are sticking close to the median, with 30% of deals at exactly this level and half of all awards falling between 1.5% and 2.2%. Analysis by broad sector reveals that pay awards in the manufacturing and production sector (at a 2% median) are running just ahead of those in private sector services (1.8%).
XpertHR pay and benefits editor Sheila Attwood said:
“With RPI inflation rising, most employees are facing the prospect of a below-inflation pay award this year. Despite upwards pressures from a number of areas, employers are so far remaining cautious about their pay increases.”

Note to editors
· Press inquiries to Sheila Attwood, sheila.attwood@xperthr.co.uk. Sheila is available for interview.
· XpertHR’s pay forecast survey is based on responses from 212 private-sector organisations. The public sector was excluded from the survey due to the Government’s policy to restrict pay awards in the sector to 1% for four years from 2016/17.

· In the latest quarterly analysis, details of 219 pay awards effective in the three months to the end of February 2017 that provide an identifiable increase in the lowest adult rate of pay have been recorded.
· All XpertHR press releases can be viewed here. The next press release on pay settlement trends will be released on 20 April 2017.
· XpertHR offers detailed statistics and analysis of pay settlements across the UK. The research is based on the largest sample of pay deals collected in the UK – XpertHR collects details of pay settlements for around 1,600 employee groups each year. Its database contains more than 40,000 pay settlements dating back to 1984.
The median increase by number of pay reviews is the midpoint in the total spread of basic pay awards – i.e. the percentage at which half the pay reviews are at the same or higher value and half are at the same or lower value.

The basic pay award measured is the annualised percentage increase received by the lowest adult grade. It excludes any additional payments over and above the basic rise, such as bonuses, consolidation, increments and performance-related pay.

XpertHR is the UK's most comprehensive online source of legal compliance, good practice and benchmarking information made available to HR professionals as a single subscription service.
