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Susie Munro: Hello and welcome to XpertHR Weekly with me, Susie Munro. It’s the 

time of year when many organisations are planning their budgets for 

their next pay review, so this week we’re looking at the XpertHR 

research that can help with this process, allowing organisations to 

benchmark their position on pay awards against that of other 

employers. So we’ll start by briefly reviewing the level of pay awards 

recorded by XpertHR over 2015, then we’ll turn to the outlook for the 

coming year. Here to discuss XpertHR’s latest research findings is 

Rachel Sharp, researcher and writer on XpertHR pay and benefits. 

Thanks for joining us, Rachel. [0:00:43.2] 

Rachel Sharp: Hello, Susie. 

Susie Munro: So before we look at what employers have told us about next year, 

can you tell us about pay awards recorded by XpertHR over the past 

year? [0:00:51.9] 

Rachel Sharp: Well our pay researchers have collected details of more than 1,500 

pay settlements with effective dates in the year to the end of August 

2015, which is our largest ever annual sample. Most of these, about 

three quarters, are basic across the board pay increases and over the 

past year these have been worth 2% at the median, which is 

unchanged on the figure recorded the previous year. 

Susie Munro: Okay, so that’s three quarters are basic pay awards. What about the 

remaining awards, what kind or awards are those? [0:01:19.4] 

Rachel Sharp: Well these are awards that are based on individual performance and 

we analyse them separately and we found that the median pay bill 

increase for these was higher than the basic award at 2.5%. 

Susie Munro: Is the picture of pay awards from last year, is that the same across 

the economy? [0:01:33.7] 

Rachel Sharp: No, it isn’t. If we look at the top level sectors, in the private sector pay 

awards were worth 2%, the same as the whole economy figure, but in 

the public sector they were lower, at 1.6% 

Susie Munro: So presumably that lower figure in the public sector is to do with 

Government policy constraining public sector pay. What about if we 

look within the private sector. Are there differences within the sector? 

[0:01:55.1] 

Rachel Sharp: Well within the broad arms of the private sector we have 

manufacturing production and private sector services. Awards in both 
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of those were worth 2%, but if we drill down a little bit we find that 

there is variation within the sectors. Construction – they saw the 

highest pay award last year at 2.6% and at the other end of the scale, 

not-for-profit organisations, they were lower than the overall figure, 

with charities seeing 1.5% and housing associations 1.8%. 

Susie Munro: Okay, so moving on to forecasts for the coming year, presumably we 

don’t expect to see much movement in pay awards in the public 

sector? [0:02:28.9] 

Rachel Sharp: Well no, the public sector is expected to see further pay restraint. In 

the summer budget the Government announced that it would be 

funding work forces in the sector for pay awards of 1% for another 

four years from 2016/2017. 

Susie Munro: So what about the private sector for the coming year? [0:02:44.6] 

Rachel Sharp: Well, we carried out a survey of more than 300 organisations 

operating in the private sector to ask them about their pay intentions 

over the coming year, the year to the end of August 2016. 

Susie Munro: And what did you find? What sort of pay rises can these employees 

expect? [0:02:58.7] 

Rachel Sharp: Well the survey shows that more than half the employee groups in 

these organisations are expected to receive a pay award at the same 

level as the award they received in the previous year. A quarter are 

expected to see higher pay awards, but one in five are expected to 

see a lower pay award than last time. 

Susie Munro: So most awards won’t be higher than last year, but most employees 

will see some kind of pay rise, but does that mean that there are 

some employees who won’t receive a pay rise at all? [0:03:25.5] 

Rachel Sharp: Well that’s right. Although we’ve see the proportion of settlements 

that result in a pay freeze falling since the levels during the economic 

downturn, in the coming year our respondents expect more than one 

group in ten to have their pay frozen, which is higher than the 

proportion we recorded over the past year, when it was closer to the 

pre-crisis norm of 5%. 

Susie Munro: And do we know from the research what’s influencing employers’ 

decisions? [0:03:49.4] 

Rachel Sharp: Well employers, they take into account a large variety of factors in 

their decision-making, not least of which of course is the ability of the 

company to pay. If we are looking at other factors that have an 

upwards influence alongside ability to pay, we see the labour market 

is important. Recruitment and retention and pay levels in the same 

industry and in the same locality are the key factors. 

Susie Munro: Okay, so coming on to the main figure in your forecast – what level of 

pay awards are employers expecting to make? [0:04:17.9] 

Rachel Sharp: Well our respondents are expecting to make pay awards worth 2% at 

the median over the coming year, so that’s unchanged on the level 

we saw over the past year. The middle half of these awards are 

expected to be worth between 1.5% and 3%. 
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Susie Munro: So the median is still 2%, that’s the same as it’s been for a few years, 

you’ve been reporting 2% for a while now. [0:04:39.7] 

Rachel Sharp: Yes, that’s right. But it is worth pointing out that these awards at this 

level are now worth more than the current low level of inflation, so 

they are yielding a real terms increase and this wasn’t the case for 

around five years from the end of 2009. 

Susie Munro: Okay, so employees are going to see a real terms increase for the 

first time in a while, but still only at 2%. Are pay awards at that level 

going to really be able to address the factors that you mentioned? So 

recruitment and retention, those factors that employers are citing as 

being important? [0:05:11.3] 

Rachel Sharp: Well that’s a good question. When we’re looking at the annual pay 

review, in most cases this would award an increase to all the 

employees, but among our respondents around two thirds said they 

were expecting to make additional increases to salary levels outside 

of the annual pay review process. 

Susie Munro: So that’s to tackle issues around recruitment and retention, for 

example? [0:05:31.0] 

Rachel Sharp: That’s right. Those were commonly cited reasons for these additional 

increases. For example, one respondent in manufacturing said 

employees in groups where there was a skills shortage, they would 

see a higher increase to their base salary than the percentage 

increase that was being awarded across the board and a large 

organisation in private sector services said ad hoc adjustments would 

be made to address recruitment problems. 

Susie Munro: And were there any other reasons that respondents gave for these 

additional salary increases? [0:05:58.1] 

Rachel Sharp: Well a couple of employers mentioned that the new National Living 

Wage, which comes into effect from April next year, would result in 

pay differentials being compressed, which would lead to additional 

increases to address that issue. A few respondents also said the 

issues arising from the National Living Wage would be addressed by 

other changes, with one saying that bonuses would have to be 

scrapped to accommodate the new wage levels. 

Susie Munro: So this is the new National Living Wage that’s coming into effect from 

6th April next year, just for workers aged 25 and over and will be 

initially set at the level of £7.20 an hour. [Note: Since this podcast 

was recorded the Government has announced that the national living 

wage will now come into force on 1 April 2016.] I think it’s important to 

note, as most people will know, that this is a new compulsory 

minimum rate that’s not connected to the Living Wage that’s used by 

the Living Wage Foundation, so that’s a voluntary rate. So you said 

that a few respondents mentioned specifically that the new National 

Living Wage would have an impact on them, but more generally do 

we know which employers are most likely to be affected by the new 

National Living Wage? [0:06:56.9] 

Rachel Sharp: Well our pay researchers have spoken to their contacts across a 

number of industry sectors since the announcement of the National 
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Living Wage was made and certain sectors are expecting to be 

particularly affected. Of course, it will be an issue where there’s a 

large proportion of the workforce paid at or close to the statutory pay 

floor. It’s not just those employees that will be affected though. 

Employees who are currently receiving pay just above the new level, 

they’ll see their pay differentials compressed. 

Susie Munro: So which sectors are we talking about here? [0:07:25.9] 

Rachel Sharp: Well those that are expecting to see a significant impact include those 

in the not-for-profit sector as well as employers in retail and 

wholesale. In some other sectors, such as engineering and metals, 

there the industry body representing employers said it believes the 

National Living Wage will be sustainable, although it will require some 

adjustments for some employers to manage the increased wage bill. 

Susie Munro: So it is going to have an impact on a lot of employers. This new rate 

comes into effect from 6th April next year, how does that fit in with the 

usual timing of pay reviews? [0:07:57.3] 

Rachel Sharp: Well in fact it fits quite well. We find that around four in ten pay 

awards that we monitor each year are effective in April, making it the 

most popular month. But January pay reviews are also quite 

common, particularly for manufacturing and production organisations. 

Susie Munro: So the National Minimum Wage has always increased in October. Do 

some employers align their pay awards to October? [0:08:19.2] 

Rachel Sharp: Yes, they do. An October review date is favoured by many 

organisations that are paying near to the National Minimum Wage 

rate. Almost one in ten pay awards in private sector services takes 

effect in October, so next year these organisations will have to make 

a mid-year adjustment to the pay of workers aged 25 and above who 

are on the National Minimum Wage to take into account the new 

Living Wage rate. 

Susie Munro: Okay, so that’s the new National Living Wage rate and that’s in force 

from 6th April next year. [0:08:45.9] 

Rachel Sharp: That’s right and that’s something we’ll be looking at in more detail in a 

forthcoming article. 

Susie Munro: Okay. Well thanks for that overview of the research Rachel. I think a 

lot of employers will find that helpful, but it is just an overview and 

there’s lots more detail available from your research. So where can 

people get more information, say if somebody wants to look at a 

particular sector? [0:09:04.6] 

Rachel Sharp: Well, the article is published under the survey analysis tool and the 

full data from this survey is available on XpertHR Benchmarking. 

Susie Munro: Okay, thanks Rachel. That’s it for this week. We’re back next Friday, 

but until then it’s goodbye from us. [0:09:16.8] 


