
 

 

Salaries in 2019 – what’s a competitive increase this year? 
 
With increasing uncertainty over the outcome of Brexit, any predictions about the future of the economy need strong 
caveats.  
 
However, life goes on and we need to make decisions about salary awards. Make them too high and there’s a risk you 
might cost yourself out of business, but too low and you risk losing valuable staff. Whilst we know that staff motivation 
isn’t all about salaries, you certainly risk demoralizing and demotivating people by not paying them fairly. It triggers 
employees, even the most engaged ones, to start looking elsewhere. 
 
Here is our end of Q1 2019 guide to salaries and a suggestion of a competitive cost of living salary increase, usually 
applied to all staff. 
 
 

The current outlook 
Current high levels of employment, along with the lowest levels of net immigration from the EU since 2009, have led to 
continuing recruitment challenges for employers. 
Many feel that continuing skills shortages will sustain wage increases for the foreseeable future. A recent survey by the 
Adecco group found that the number of employers with hard-to-fill vacancies had increased by 7% this year up to 71%. 
 
 

What’s the average pay increase at the moment? 
Average weekly earnings across the UK increased to a high of 3.3% for the year to November 2018 but fell back to 2.8% 
in December. In its February 2019 Inflation Report the Bank of England said average weekly earnings look set to 
increase by around 3.25% until Q3 2019. This is slightly above the OBR (Office of Budgetary Responsibility) figures 
which suggest a rate nearer 2.5% rising to 3.0% in 2021. 
 
The ONS (Office of National Statistics) figures show that salaries are rising in both manufacturing and retail sectors; last 
month, average total pay for the manufacturing sector for the three months ending December 2018 were up 1.7% from 
the same time a year earlier, while in retail, average total pay was up by 2.7% over the same time period*. 

 

 
 

* These figures do not include pension contributions so do not reflect the additional 1% increase imposed upon 
employers by the pension auto-enrolment rules. The employer pension contributions are set to increase by another 
percentage point to 3% further increasing pressure on company budgets. 
 

 



  

 

How about the economy more generally? 
The outlook for growth remains highly sensitive to the effects of Brexit; however, the Bank of England expects GDP 
growth to have slowed to 0.3% in 2018 Q4 and remain around 0.2% in early 2019.  
 
CPI inflation fell to 2.1% in December and is expected to dip temporarily below 2% in the coming months, mainly 
reflecting lower energy price inflation, before rising back above 2% in 2020. 
 
 

 
 

 
This figure depicts the probability of various outcomes for CPI inflation in the future. It has been conditioned on the 
assumptions. If economic circumstances identical to today’s were to prevail on 100 occasions, the MPC’s best collective 
judgement is that inflation in any quarter would lie within the darkest central band on only 30 of those occasions. The fan 
chart is constructed so that outturns of inflation are also expected to lie within each pair of the lighter red areas on 30 
occasions. In any particular quarter of the forecast period, inflation is therefore expected to lie somewhere within the fans 
on 90 out of 100 occasions. And on the remaining 10 out of 100 occasions inflation can fall anywhere outside the red 
area of the fan chart. Over the forecast period, this has been depicted by the light grey background. 
 
 

How will Brexit affect all this? 
The Bank of England, which has the near-impossible task of peering into this cloudy crystal ball, predicts a worsening, 
but not catastrophic, picture for the UK this year. 
 
 

Our recommendation 
Taking all these factors into account, we feel that a suggested cost of living increase of between 2.5% and 3% feels a 
reasonable proposition. This would place the increase marginally above the Bank of England’s forecast inflation figure, 
giving staff a real-world increase, whilst remaining competitive with the broader market with both salaries and costs. 
 
 
If you want to review your pay benchmarking or are worried that your incentives are not getting the desired effect, call  
People Puzzles on 020 3239 3307 or email hello@peoplepuzzles.co.uk – we’ll be happy to help. 
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