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HR & Compliance Centre

Revolutionise your organization’s
people, processes and HR strategy with
the world’s most comprehensive collection
of HR resources, spanning the entire
employee lifecycle.
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Compensation Planning

Motivate employees, increase attraction
and boost employee retention rates with
fair and competitive compensation
planning informed by the most robust
data setin the UK.

@

Pay Equity Analytics

Improve talent engagement, achieve
pay equity and reduce risk with data
and insights that give HR and
compensation leaders the power
to create proactive strategies.
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| Rolling quarterly data - whole economy
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Year to date, range — whole economy

Median pay
award this year
4.5%

Interquartile
range this year

4% - 5.2%

Most common pay
award this year

5%

Source: Brightmine.
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Percentage of pay awards
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| Year to date, by sector

Services
4.5%

Public services
5.0%

Private sector
4.5%

Manufacturing and
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Chemicals, pharma and oil
Construction

Electricity, gas and water
Engineering and metals
Food, drink and tobacco
General manufacturing
Finance

Hotels, catering and leisure

Information and communication

Professional and bus servs
Retail and wholesale
Transport and storage

Not for profit

Source: Brightmine.
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| Matched sample analysis — whole economy
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Forecasts — whole economy

“There will be a payrise”
96.3%

Median pay
award forecast
3%

Interquartile range
of forecasts
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Expected value of pay award
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| Pay forecasts by industry

Manufacturing and production

Chemicals, pharmaceuticals and oil 3.0%
Engineering and metals 3.5%
Food, drink and tobacco 3.9%
General manufacturing 3.0%

Not for profit
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Private-sector services

4.0%
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Information and communication
Professional and business services

Retail and wholesale
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3.0%

4.0%
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| Pay pressures

Upward pressures (a year ago in brackets)

Inflation/cost of living 58.4% (74.1%)
Pay levels in the same industry 58.0% (64.2%)
Skills shortages 50.6% (59.7%)

Pay levels in the same occupational group 42.9% (52.2%)

Downward pressures (a year ago in brackets)

Affordability 64.5% (56.7%)

e Organisation performance 36.4% (28.4%)

Inflation/cost of living 26.8% (13.4%)

Pension costs 13.0% (13.4%)

brightmine INNSCTO
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Inflation
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National insurance

This has had a majorimpact to our budgets —
we were projecting an average 3% increase
which is now decreased to 1%

Salary budget reduced
The downward pressure and combined cost
Impact likely to be reduction in award to the business of NICs combined with the
of more than 1 [percentage point] increase in NLW has meant our salary
budgetis decreased by 1 [percentage point]
Salary budget unchanged : We will have to pass on this

cost to customers Planning on keeping

the same budget

We would have liked to increase our company pension
contributions, but we will no longer do this in favour of
maintaining a proportion of the salary budget

Still declining

n=279 webinar attendees

Source: HR & Compliance Centre We were going to look at extending our benefits

but would rather refocus back on pay

brightmine INN=CTO

REWARD CONSULTING

17



Y

Al
BENEFITS & FLEXIBILTY MR

SIMON COOK
gﬁgsu%nal ! NAN %gu-[c:)? ard consultancy




| CONTEXT

Will the Nl increase impact your organisation's

pay review budget or approach?

If yes, what adjustments are you considering?
Pay Award Budget

2024 vs 2025
(All Sectors)

\

Undecided

37%
20%
%+

6% 13%

[0)
5% - 5.99% 34%

|

11%

32%

0% - 0
4% - 4.99% 20%

12%
0% - 0
3% - 3.99% 39%

|

y

0% - 1.99% . 2% w2025 m Adjusting pay distribution across roles/levels
o-1. (]
m Decreasing the overall pay review budget
0% 10% 20% 30% 40% 50%

m Implementing targeted pay changes for specific
groups

INN=CTO

Source: Innecto Reward Consulting Pay Trends Survey REWARD CONSULTING




BEYOND PAY, FLEXIBILITY IS A KEY RETENTION TOOL

Most important factors when considering moving job, 2023

Share of workers who think each factor is important

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Level of pay 75@—@ 32
Good colleagues/working environment @50
Work location 47 @—@50
Number of guaranteed hours 18@ @38
Predictability of hours 19@ @35
Time spent commuting ®32
Flexibility of hours 27@—@31
Commuting costs 20@22
Flexibility 21@ @40
Annual leave offer 21@—@35
Opportunities for progression 200—@ 26
Method of commuting 10@—©®17

Ability to choose how | do the work
Don't know @1
None of these @0

Source: Low Pay Commission

@® Lowpaid(<£12
13@—®19 paid )

@® High-paid (>£12)

N=CTO
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| FLEXIBILITY IS MORE THAN JUST THE WFH DEBATE

E

v

Location Working Work-Life Leave
Days Balance Options

INNECTO
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INVESTMENT IN FINANCIAL & HEALTH BENEFITS WILL
CONTINUE INTO 2025

Proportion of employers changing spend on
health-related benefits 2023 v 2024-25

Increase coverage in healthcare 32%
benefits (i.e., new treatments) 19%

Virtual GP w Cash Plan

Workplace Q/’ Interest-free
ISA &= loans

Introduce or increase funding into 30%
mental wellbeing (not insurances) 16%

Introduce or increase funding into 26%
physical wellbeing (not insurances) 11%

Extend healthcare benefit eligibility 21%
(employer-funded, ie to lower grades) 12%

B Changed in 2023

B Planning to change in 2024-25

INNECTO

REWARD CONSULTING



| HOW DOES YOUR BENEFIT PACKAGE ALIGN ACROSS
THE FIVE KEY AREAS?

» 9 @®

Work-life Balance Financial Developmental Health & Wellbeing Social
Enabling employees Enabling employees Supporting the Supporting the mental Providing opportunity
to achieve the to receive monetary learning and and physical health of for connection and
appropriate balance awards or reduce development for employees recognition amongst
of work and rest. personal costs. employees. employees.

INNSCTO
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| FUTURE LEGISLATIVE CHANGES

5. Increased
4. Parental equity
leave as “day requirements
one” right for large
companies

2. Enhanced 3. Changes to
1. Right to flexible pension
disconnect working death
rights benefits
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| EVEN IF IT DOESN'T APPLY TO YOU NOW... IT WILL

People sharing their pay information (salary/bonus) will
lead to better equality in pay

I AL ISt & s Gl I Gl L i

up communication on pay transparency, despite
Genz [N 9% no new regulations

10%
* Only 16% of companies surveyed currently

= disclose individual pay ranges to their

— 0, H
Millennials _ 13% employees — but 54% plan to in the future.

12% *  44% already communicate a public pay
equity commitment or plan to do so.
- E® - ideri |
* 52% are planning to or considering sharing a
Genx [N 28% pay transparency commitment.

25% . . .
* 60% are planning or considering

_ 28% communicating pay rate information to
Baby _ Yy external candidates as part of the
boomers °

recruitment process
30%

. Agree . Disagree Neutral / prefer not to answer

INN=CTO

WARD CONSULTING

Source: LinkedIn Market Research. 4,778 professionals in the U.S. were surveyed rom June 4 to June 17, 2022




| ACTIONS WE EXPECT TO SEE

1. Collecting employee data — many organisations will need to collect this data but also communicate effectively with
employees to encourage them to share the information

2. Job levelling —to establish work of equal value and to provide employees with information on average pay levels for
comparable work, organisations will need to be confident they can determine what is comparable work

3. Establishing / reviewing pay structures —to provide pay ranges during the recruitment process, organisations will need some
form of structure to enable this

4. Scheduled monitoring of equality — organisations will need to build into their calendar of reward activity the provision to

review structures and policies to ensure they remain free from bias. This may include:
1. Equal Pay Audits
2. Tracking and reviewing starting salaries for work deemed as equivalent by protected characteristic
3. Monitoring pay progression by protected characteristic
4. Reviewing salary decisions for internal moves vs external hires by protected characteristic

5. Increased Gender Pay analysis — to explain reasons for differences of 5% or more, and to create action plans to address these
gaps, organisations will go further with their analysis, to understand reasons for the gap and how to close the gap

6. Benefits —the focus will start to widen to include transparency around benefits

REWARD CONSULTING



| COMMUNICATION

Barriers to increasing Pay Transparency

T factors infl L . . .
communicates its EVP to
Concerns about managers’ ability to 30%
handle questions O
importance of the link between
Concerns about employee privacy _ 21% employee satisfaction and
customer/member outcomes.
S =————— X
Employee churn _ 15% 8 6 /O
Competitive disadvantage _ 13%
0 5 10 15 20 25 30 35

Source: Lattice REWARD CONSULTING
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| IS THIS THE DECLINE OF THE DEGREE?

-

44%

of Graduates regret
their field of study

~

Source : GWI, London Interdisciplinary School, Student Beans

-

37%

of Graduates say
their education didn’t
prepare them for
their career

~

-

21%

The percentage decline
of Gen Z considering
a degree

INNSCTO
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| IMPORTANCE OF MANAGEMENT TRAINING

Two key areas for Management Training:

n

13%

1. Supporting Skill and Career Development

* How to onboard new employees,
particularly those with limited experience 3 8 %

* Howto have career development
conversations and what to cover

2. When to have a conversation about pay and

what to cover Only 38% of organisations Only 13% of companies
report being effective at feel they are effective
* When to have the conversation educating managers at educating employees
about pay on pay
e How much can they say

* Howto handle FAQs with confidence 12% of employees agree their organisation has

*  When to involve HR/People Team a good onboarding process - Gallup

INNECTO
SOUrCG:WTWSUrVGy REWARD CONSULTING
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LACK OF PAY PROGRESSION IMPACTS RETENTION

Top five reasons employees quit their jobs

50%
0
43 /0 420/0
40%
32%
30%
26%

20% 17%
10%

0%

Higher Salary Better work/life balance Desire to learn Desire for better/more Change in
or mental health situation new skills training opportunities career direction

Source: Gallup/ Visier

REWARD CONSULTING



| EMPLOYEE LIFETIME VALUE
THE CURRENT PICTURE

OUTPUT

A N O N M O

Starting TIME
Blocks

—
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| EMPLOYEE LIFETIME VALUE
RAISING THE BAR

OUTPUT
A N O N M O o

TIME




| EMPLOYEE LIFETIME VALUE
INCREASE THE DISTANCE

Accelerating Extending
pace stamina

Off the
blocks

Increase the
distance

OUTPUT
A N O N M O o

[/
g

TIME




| know what pay transparency is

| know what pay transparency means for me

| know how my pay is determined

| know where my salary fits within the pay range and why

| know what my future earning potential is

| know where to go to find out information about pay and how pay is managed
| know how my salary compares to others in my company

| know how my salary compares to others outside my company

| have confidence that pay decisions are fair

| have confidence that my pay is comparable to others in my company

| have confidence that my pay is comparable to others outside my company
| have confidence that | can grow my pay in my current role

| have confidence that if my salary is not comparable it will be addressed

| have the confidence to explain how salary decisions are made

INN=CTO
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| IMPLICATIONS OF EU PAY TRANSPARENCY DIRECTIVE

Pay transparency measures:

1.

Recruitment phase - Employers will need to provide information on the pay
level or range associated with a specific role when advertising jobs.
Employers cannot ask applicants about their pay history. Every part of the job
advertisement and the recruitment process must be gender-neutral,
including job titles

. Right to information - Employees will have the right to request information on

average pay levels or pay ranges, broken down by gender for comparable
work. Also, employees are allowed to share their pay information with their
peers, and employers can’t contractually restrict this

.|Pay setting and application - Employers will need to make this information

accessible and easy to understand, alongside the criteria used to determine
pay, pay levels and pay progression.

Regular assessment of pay infrastructure — There will be an onus on
employers to assess pay structures and policies periodically to ensure they
are free from gender bias and promote equal pay, with any discrepancies or
inequalities identified and corrected

. Accessibility of Information - Allinformation provided must be accessible to

everyone, e.g. ensuring that the format and delivery of the information takes
into account the specific needs of individuals with disabilities

Reporting obligations

Reporting on Gender Pay Gaps for all
workers — Every three years, employers with
100-249 workers will need to submit
information on the pay gap between female
and male workers in their organisation and
may make it publicly available. For
employers with at least 250 workers, this
will be an annual requirement.

Remedying unjustified gaps - Where pay
reporting reveals a gender pay gap of at least
5% which is not justifiable on objective
gender-neutral factors, employers will have
to carry out a pay assessment and address
any unjustified gaps.

Penalties for non-compliance - Failure to
comply with these reporting requirements
can resultin penalties and damage to the
organization's reputation

REWARD CONSULTING



| PAY PROGRESSION IS ON THE AGENDA FOR 2025

Do you have a framework in place

Only around 1A1, Of to progress employees through your pay structure?
respondents have

a framework in place 359%
to progress pay
t h at i S WO r ki n g We ll B Yes & it works well H Yes butitisn't working effectively No but it's on the agenda ® No we have no framework

INNSCTO

REWARD CONSULTING



| PAY PROGRESSION MECHANICS

What mechanics do you use to progress pay?

35.00%
30.00%

25.00%

Market Alignment is most
frequently used mechanic I I

eeeeeee y  Market alignme Positioninp Skills




PAY PROGRESSION MECHANICS

STANDARD MARKET OR CONTRIBUTION GUIDED DECISION
MATRIX MAKING

INCREASE INCREMENT PATHWAYS

N
All get the same % Move to Move as Move based on market Move based on
g 0 specific point developin role & performance number of factors
J

LINE MANAGER INPUT

KEY CONSIDERATIONS

Appetite for change / . . . Resource availa.ble Additional frameworks Ease of communication
degree of change Financial Constraints Pressures on Line / processes required to colleagues
Managers

required

—
INN=CTO
—
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| SECTOR DIFFERENCES IN APPROACH

NHS Terms and Conditions 2024 (Agenda for Change)
Pay bands and pay points from 1 April 2024 (England)

Not for Profit and Public Sector:

) NHS Employers

 Incremental progression based on length of il i
. Years until eligible
S e rVI C e S Entry for pay progression Top
Band 2 £23,615 2 £23,615
—_ i i H Band 3 £24,071 2 £25,674
Historically lengthy pay spines = =i - oo
— Has beenreducing —e.g. NHS o -
Entry :;éé:; :::gerl;gslsbit;en Intermediate :{oera;:: ::lolgertgsisbi:)en Top e
* Concerns about performance related Bants E2500 2 £22.324 2 30083
. oy . . Band 6 £37,338 2 £39,405 3 £44,962
progression (ability to effectively manage it e T ; 248,506 3 £52,800
fairly and budgets to effectively differentiate)
o 'Years untileligib'le - it 'Years untileligit{le .
Not for Profit and Public Sector: LT AT [l
Range of Range Range
* Performance related pay 1. Outstanding 5.0% 4.0% 3.0%
° Blended approaches 2. Exceeds expectations 4.5% 3.5% 3.0%
(market position | range + performance via matrix) 3. Meets expectations 3.5% 2.5% 2.0%
4. Does not meet expectations 0.0% 0.0% 0.0%

INNECTO

WARD CONSULTING



| WHAT MAKES PAY PROGRESSION HARD?

What are the biggest challenges you face with regards to pay progression?

25.00%

(57%) of respondents
stated that budgetary

constraints was one
of the main challenges I I I
to managing pay l
) @ & X <& & & Q
<© & &® & & < & &
\\‘1;&\ 00&& (\Q}‘& A‘DQQ &6\06 fbébég) QJ(Z’QQ %QPQ

progression in

. N > O . o
N o & S & e & &
Q‘Q) éoQ; o)@ . \((\ \§(\ \'Q} Q;\
1 1 1 &L Ry & & & RS &
eir organisation o :
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CROHN'S &
COLITISUK

New Competencies

_( ommunicate effectively and respect
Strive to learn, innovate & adapt diversity

' Strong desire to learn, grow, contribute A\ Apply knowledge, experience and
ideas and adapt to or drive changes Y interpersonal skills to influence others whilst
' considering equality, diversity & inclusion in
* \ all aspects of work
Drive to succeed & overcome challenges I | I WE ARE
‘Can do’ approach to achieving ambitious @ O COMPASSIONATE
objectives, solving problems and overcoming WE ARE
barriers. AMBITIOUS

Promote collaborative working
Expefionce Stnpiementation WEARE Building trust within teams and across functional
Making the right decisions and using resources STRONGER boundaries, sharing information and aligning on
wisely to maximise value added. TOGETHER responsibilities

Growing Charity. Wanted to create visible pay
framework and help staff to progress pay

Take accountability for performance

Critically appraising achievements & managing
performance, giving & acting on feedback
effectively

Salary progression

Rating Suggested description

Implemented competency based career
progression - fixed % ‘kicker’ applied only
as competency has been demonstrated
(on top of a market alignment increase)

Exceptional . . .
P Consistently raises and exceeds expectations

Above Expectations . .
P Consistently exceeds expectations

Meets Expectations Fully achieves expectations and may at times have exceeded
expectations

Cost modelling conducted to ensure ongoing
affordability. Manage expectations around

Competency moves (nOt annual) Needs more support to perform at required level.
May have met expectations on occasions but is inconsistent.

Developing Still growing or developingin role.

—
INN=CTO
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| ENSURING AFFORDABILITY WITH ADVANCE

BUDGET DISTRIBUTION OVERVIEW
Annual Pay Distributed Allocated to Budget for Bonus
£5,000,000 £4,986,116 £4,990,352 £122,171 | ‘ ‘ ‘
Budget Budget Departments Scheme FEPORTS CUsTOMISE
@ 15/16 departments allocated
W Budget Distribution Position in Range =
All Employess
Pay Review settings summary: Allocate salary percentage by Blanket Increase & Pay Reward Matrix, Position in Pay Range and Performance Ratings 60%
Budget will be distributed based an the pay review settings summarised above. Annusal Pay Budget £5.000,000 u.
A0
MNate that the percentage increases for the Pay Reward matrix are in addition to the percentage increase specified for Blanket Increasa. BUdget Set Agai"St Performance Ra"ge £4,986,116 %
Departments Allocated a Budget 16/16 e
Blanket Increase: 5% L Allocated Budget So Far £4,990,352 o p— .
Below Srry BewwesnEntyand  Between Midpoint Abov Top
Midpoint and Top
Blanket Increase Budget £2,781,504 Annual Pay Budget Remaining £2,218,496 Sefore Pay Review @ Aier Pay Review
Pay Reward Matrix @ Auto-Distribute @
Budget Spend of Proposed Changes = Spend of Bonus Budget =
Reser Percentages All Departments Al Departments
Performance Rating Below Entry Entry To Below Mid Mid To Top Aboue Top _ = 5 e
Elg fig 250%
ShT ™ 523
E L45% Li% 436% 0% Edit i;ﬁ ®=
CN R N N
2 b £.36% 4324 o4 Edit R e A s *g,g-_e" A\w"“o & & ¢
s e ‘n“ﬁ & o F &
o & < &
1 4.36% L32% L27% 0% Edit Lj\ ‘f
Annual Bonus - Company Element @ Annual Bonus - Personal Slement
Allocated Budgst @ Objectives / Performance ® oRs
Annual Pay Budget £5,000,000 Distributed Budget £4,986,116

INN=CTO
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| HOW READY ARE YOU?

* What determines an individual’s ongoing value to the organisation:
performance, contribution, length of service (loyalty), etc .
What do you want to incentivise and reward?

* How complex do you want the process to be

How do you want to involve line managers & what capability do they currently have

What resource do you have available within the organisation to drive change,
build new frameworks, upskill Managers

How will you communicate the chosen approach?

Y,  'RR



| TABLE EXERCISE INSTRUCTIONS

READY/NOT READY

Instructions:

1. Individually assess your organisation's readiness for implementing a pay progression system based on the criteria below
For each key area, determine if you believe your organisation is "Ready" or "Not Ready"

Provide specific examples and evidence to support your assessment

w o w n

Identify any potential roadblocks or challenges to implementing pay progression

Additional Considerations:
*  What type of pay progression system is best suited for your organisation? (e.g. performance-based, competency led etc)
* What are the potential benefits and drawbacks of implementing a pay progression system?

*  What resources will be needed to successfully implement and maintain a pay progression system?

* Use thisinformation to discuss within your teams and with leadership to inform a more comprehensive organisational
assessment.



FIRESIDE CHAI ‘
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| TO CLOSE

B O

THANK YOU MATERIALS NETWORK HAPI EVENT - SECTOR
THURSDAY 30™ JAN ROUNDTABLES
25




THANK YOU

TO ACCESS THE RESOURCE HUB,
PLEASE SCAN THE QR CODE:

@ Personal ‘ INN=CTO

G rou p RRRRRRRRRRRRRRRR The UK's largest independent pay & reward consultancy
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