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Laura Merrylees: Hello and welcome to this week’s XpertHR podcast with me, Laura 

Merrylees. Private sector organisations have predicted their pay 

awards for the coming year, with more than seven in ten expecting to 

award pay rises according to XpertHR’s Pay Forecast Survey 2016. 

XpertHR Pay and Benefits Practice Editor, Jo Jacobs, is with me to 

discuss organisations’ pay intentions for the year ahead, including the 

median pay award expected. A very warm welcome to you, Jo. 

Jo Jacobs: Hello. 

Laura Merrylees: So this research reveals the level of pay awards that organisations 

are predicting for the year ahead. We are currently hearing about the 

economy slowing down and we know that pay expectations have 

been pretty subdued for a number of years. What’s the latest? Are 

organisations feeling optimistic about pay awards in the coming year? 

[0:00:49.5] 

Jo Jacobs: The good news is that almost three-quarters of the employer groups 

we surveyed are expected to receive a pay rise this year. Only 

around 8% are expected to have their pay frozen, and of the other 

groups, pay awards are undecided or a pay review will not be carried 

out. 

 Now our survey just covers the private sector and we surveyed 

around 250 organisations on their pay intentions. The public sector’s 

excluded as it’s covered by the government’s pay policy and that 

currently limits pay awards to 1%. 

Laura Merrylees: So what is the median pay award for the private sector? [0:01:19.5] 

Jo Jacobs: Well the median pay award is 2%, which is fairly subdued, and this is 

for both the manufacturing and production sector and for private 

sector services. 

Laura Merrylees: Can you explain what this really means? [0:01:29.3] 

Jo Jacobs: Well a 2% pay award does represent a real-terms increase in pay, as 

the rate of retail prices index inflation was just 1.3% in February. Also 

the pay increase isn’t out of line with the level of pay awards we’ve 

seen recently. The XpertHR pay awards has been recorded at 2% for 

almost two years now. But the figures do suggest that we are in for 

yet another year of subdued pay increases. 

Laura Merrylees: So any sectors fairing better than others? [0:01:55.8] 
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Jo Jacobs: Yes. Our survey found that the median pay award in the construction 

industry is expected to be 3%. In the information and communications 

sector it’s 2.7%. And in hotels, catering and leisure the increase is 

2.3%. 

Laura Merrylees: Okay, so that’s pretty positive news but are any sectors paying 

significantly below the median? [0:02:13.5] 

Jo Jacobs: Yes, the not-for-profit sector is forecasting a median of just 1%. 

Laura Merrylees: What factors are shaping the level of increases then? [0:02:19.8] 

Jo Jacobs: So there are three main factors cited as having the strongest upwards 

influence on the level of pay award, which are recruitment, pay levels 

in the same industry and retention. The strongest downwards 

influences on pay are the organisation’s performance and/or their 

ability to pay, and the inability for them to raise prices of products 

and/or their services. 

 Now a slow economy means that organisations can’t just put up 

prices in order to raise funds. 

Laura Merrylees: So is there anything else that our listeners should be taking into 

account when they’re looking at this 2% figure? [0:02:50.9] 

Jo Jacobs: Yes. We must remember that this median includes pay rises where 

organisations have increased their pay rate due to the National 

Minimum Wage rate or the new compulsory National Living Wage 

rate. So in these cases the pay may have gone up due to meeting the 

legal minimum rate, rather than organisations necessarily having the 

means to increase their pay levels of their own accord. 

Laura Merrylees: Okay, so you’re saying that some of the pay rises are not out of 

choice then? [0:03:13.8] 

Jo Jacobs: Yes, that’s correct. And along with obligatory rates that lead into pay 

increases, some organisations are experiencing skills shortages and 

they’re having to increase their pay in order to attract or retain people 

with certain skills. For example, if organisations are having to use pay 

to address specific hotspots such as skills shortages in IT, that will 

reduce the pay pot that’s available for everyone else. 

Laura Merrylees: Yes, of course. 

Jo Jacobs: So in an ideal world, increased productivity and/or profitability would 

feed the pay increases, but many organisations are simply having to 

increase their pay awards due to such external pressures. 

Laura Merrylees: Are annual pay budgets under pressure as well then? [0:03:45.5] 

Jo Jacobs: Broadly speaking, yes. Although the majority of respondents believe 

their overall pay bill will increase on the previous year, almost two-

thirds of organisations say that they are taking steps to control the 

pay bill costs. 

Laura Merrylees: And how are they doing that? [0:04:01.4] 
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Jo Jacobs: Well our survey found that a quarter of organisations are not 

replacing leavers, and then other steps include making redundancies, 

freezing pay or awarding lower pay rises than normal. But do 

remember pressures on pay budgets are by no means affecting 

everyone. 

Laura Merrylees: So should we be worried about pay awards and economic volatility? 

[0:04:20.1] 

Jo Jacobs: No, we shouldn’t be worried, as our survey has shown that the 

majority of organisations will be making pay rises this year and half of 

the employer group surveyed will receive pay awards of between 

1.5% and 3%. And of course our survey has the specific detail around 

that, and how pay awards compare with the previous year. 

 We should, however, be aware that the median level of pay awards is 

unlikely to increase anytime soon. 

Laura Merrylees: Rounding up, is there anything else significant about this year’s 

expected pay awards that our listeners should be thinking about and 

considering? [0:04:49.0] 

Jo Jacobs: Yes. 2016 is a particularly busy year with National Minimum Wage 

increases, gender pay gap reporting coming in, which may uncover 

pay gaps that the organisation would want to address. 

Laura Merrylees: Of course, yes. 

Jo Jacobs: There’s uncertainty about UK productivity and uncertainty about EU 

membership referendum. 

Laura Merrylees: There’s a lot going on externally really, isn’t there? [0:05:07.3] 

Jo Jacobs: Yes, and to have a median award of 2% in the midst of such 

challenges is therefore a good result. It also gives confidence that 

when productivity and the economy overall picks up, pay award levels 

should start to increase at a higher rate than a 2% median we’ve 

seen for most of the past two years. 

Laura Merrylees: Okay, well thank you very much for that, Jo, and you can read the full 

results of the Pay Forecast Survey 2016 on XpertHR and of course 

see the full data on benchmarking. 

 So that brings us to the end of this week’s XpertHR podcast, which 

you’ve been listening to with me, Laura Merrylees. We’re back next 

Friday but until then, it’s goodbye from us. 

 


