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What’s driving wage compression?
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Adult NMW / NLW • NMW rises sharply over time, 
most steeply across the last 5-6 
years

• Strong YoY increases in recent 
years (notably c.6–10% range in 
multiple years



5

NMW / NLW versus RPI and AEI

• % increase in NMW / NLW often 
outpacing RPI or earnings

• Wage compression is being driven 
structurally by sustained, above-
market increases at the bottom



Core insight: compression at lower grades
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Evidence of narrowing gaps

• We're not just seeing higher pay at 
the bottom of the labour market. 
We're seeing the gaps between 
grades narrow. 

• The hierarchy still exists, but the 
financial distance between some 
adjacent grades is becoming 
much smaller.



Implications
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• Pay structures: Traditional grade spacing becomes harder 
to maintain

• Career progression: Employees may see less financial 
reward for moving up

• Budget allocation: A growing share of pay budgets is spent 
protecting the lowest grades



Poll question - Results

To what extent is your 
organisation experiencing 
wage compression?
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A) At the lower ends – 61%

B) Across the whole range of job levels – 
28%

C) Just beginning to emerge now – 7%

D) No issues at present – 4%
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Agenda

Drivers of Wage Compression

Case study: What We Found

Why It Mattered

What We Built

Involvement & Communication

Impact & Benefits

Discussion & Questions
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Drivers of wage compression

• NLW rising faster than pay awards

• Flat-cash / bottom-loaded awards

• Recruitment pressures

• Progression freezes

• Affordability constraints
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Case study: A London-based university 

What we faced

• Low awards (1% vs sector 2.5%)

• NLW pushing lower levels upward

• No Professional Services pay scales

• Outdated Faculty pay scales

• New hires above existing staff

• Turnover 4 × sector average
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Draft pay scales and individuals’ positions
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Why this mattered

• Loss of internal equity

• Supervisory roles unattractive

• Recruitment failures

• Staff disengagement
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What we built: A new role and pay framework 
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#1 #2 #3 #4

Job Level Matrix 
(JLM)

Market-aligned pay 
scales

Fixing the bottom 
end

Staff Progression 
Scheme 

Role responsibilities & 
relativities

Sector pay survey Compression and 
dispersion

Transparent pay and 
career paths
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Job level matrix
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Solutions (1): JLM and pay scales 
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• Clear Levels for all roles

• Included academic and 
professional services

• Distinct contribution 
expectations by Level

Job Level Matrix

• New market-aligned pay 
scales

• Based on Brightmine 
benchmarks (Roles and Pay)

• No point below NLW/LLW

Market aligned pay scales



Solutions (2): Fix bottom end and staff progression 

19

• Bring all staff to Minima

• Staged increases

• 0% for those above Max

Fixing the bottom end

• Progression Scheme: Developing 
→ Competent → Adding Value

• Transparent Progression + 
Promotion routes

• Aligned appraisal expectations

Staff Progression Scheme
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Involvement and communication

We did a lot of this! 

• Shared proposals stage-by-stage

• Academic and Staff discussions

• TU / Staff Rep sessions
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Impact and benefits of our new framework 
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Pay structure – 
decompressed and 

affordable

Clear pay and 
progression 
pathways

Greater 
transparency and 

consistency

Improved attraction, 
retention & 
progression
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Questions & discussion 



Thank you!
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