This is not, however, the complete picture, and it is
important to acknowledge that different companies will have
different issues driving their gap. One aspect that appears
to strongly influence the likely gap of an organisation
is their sector. We know, for example, that a number of
sectors have much higher gaps, such as financial services,
construction, and mining. In contrast, accomodation and
food, transportation, and health organisations in general
have much smaller gaps.
The reasons behind these gaps also often differ by sector.
For example, in retail organisations frequently it is the larger
proportion of women in the lowest pay quartile which is a
key driver of the gap. In contrast, in most financial services
organisations (excluding those with large retail operations),
the gap is primarily driven by the number of men in senior
positions and high paid roles. The proportion of men and

women also varies widely, with sectors like construction and
mining having a high proportion of men in their workforce.
This in itself will not necessarily drive a high pay gap
(for example transportation, which has one of the lowest
pay gaps, also has a high proportion of male employees).
However, it is likely to make action to address any gap more
challenging in the short to medium term.
What our analysis has not shown is any strong relationship
between the size of gap and the size of company. In fact, it
is clear that the sector a company operates in is a far better
indicator of the the likely pay gap than the number of people
it employs. This creates a real challenge for sectors with high
gaps. In these sectors, it is more likely that the reputation
of the industry is not so good, which will make it harder for
them to encourage talented women to join and prosper in
their organisations.

Mean pay gap by sector
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In many companies, bonus payments are directly linked
to salary (and more senior roles will often have a larger
bonus opportunity as a percentage of a larger salary). In
this context, it is not surprising that reported bonus gaps
are higher than pay gaps. However, the scale of this gap
(bonus gaps are on average double pay gaps) prompts some
interesting questions. Although a number of companies have
highlighted that part time workers can skew the bonus gap
data (because bonuses are recorded on an annual rather
than hourly basis), it seems unlikely this can be more than
a part of the picture. As no disclosure is made for the total
pay gap (i.e. the sum of fixed pay plus bonus), we cannot
statistically quantify how big the total pay gap in the UK
is. However, the size of the bonus gap suggests it could be
considerably larger than the pay gap.
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This is particularly important because bonus payments
are often subject to more subjective decision making than
salary and benefit changes. In organisations with robust
pay “infrastructure” in place, the salary range for a role
will be developed based on a consideration of the market
and internal relativity (which, when it works, helps manage
the pay gap within roles, as we explore further below).
However, by its nature, any bonus will typically be based
on assessment of the performance of an individual in a
given year. This potentially adds more risk of individual
unconscious biases impacting pay decisions. For some, the
performance management process and decision-making
of what makes a higher performer may hold some risk of
indirect bias. Furthermore, the lower levels of transparency
and greater subjectivity associated with many incentive
decisions make understanding, identifying and challenging
any such bias much harder.

Looking forward
Compliance in 2018/19 and beyond

'In our
experience,
transparency
is the best way
forward.'

So far, the Government’s focus has been on addressing non-compliance with the
new reporting requirements, and we expect that employers who have not disclosed
(or have disclosed figures that appear to be statistically improbable, such as pay
gaps above 100%) will be contacted to confirm their figures. There is a possibility
of fines for companies who refuse to publish. For those who have published, the
focus is already moving to next year’s disclosure.
One of the quirks of the legislation is that, because
the period of time that a company is reporting
on ends one year before the reporting deadline,
firms will very soon be able to calculate their
gender pay gap for the next reporting year. For the
majority of companies that chose to report in the
last few months before the deadline, this creates
some specific challenges. Ultimately, by the time
they have reported their first “gap” it will have
been too late to implement any new actions to
improve this gap for the following year.
Those who have already seen an improvement
in their numbers since the snapshot date of April
2017 may wish to report a positive movement as
soon as possible. Publishing ahead of the pack can
also signal to employees and externally that the
organisation is genuinely committed to gender
diversity and it's not simply a tick-box compliance
exercise. Companies who expect that their gender
pay gap will improve little (or may even be worse)
have some particular communication challenges
and will need to plan early for how they message
this. In our experience, transparency is the best
way forward – engage leadership and employees
to explain the rationale for the numbers and be
clear about the actions that are being taken to
narrow the gap.

However, the next year of gender pay reporting is
not the only issue companies should be thinking
about. A number of firms will be revisiting their
equal pay assessments to ensure that they still feel
comfortable that they have sufficient processes
and reporting in place to demonstrate that they
are paying equally for equal work. Looking into
the future, statements from Teresa May suggest
that more requirements may be on the horizon,
with potential future reporting on the BAME pay
gap amongst a number of initiatives highlighted
for future consideration. New reporting
requirements of this type will not only broaden
the public and governmental scrutiny on firms,
but bring new challenges as companies struggle to
collect information in an area where data quality
is notoriously patchy.
The many firms with global operations face a
further challenge. As the focus on diversity and
equality issues increases globally, it is likely
that similar regulation will be introduced in
more countries around the world. Firms will
need to think about how they will ensure that
they understand and comply with their local
reporting obligations and also how inconsistency
in requirements is managed globally. For many,
there will be a desire to ensure global consistency
in the messages shared internally and externally
on diversity, but this will need to be managed
in the context of shifting local reporting
requirements, local cultural norms, equality laws
and data gathering and sharing restrictions.

Making positive change for the future

Notwithstanding the size of the pay gap, the
gender pay reporting legislation has achieved
its objective of requiring companies to be more
transparent about their gap, and what they
are doing to fix it. What has been particularly
positive to see is the number of companies who
have voluntarily reported far more than their
mandatory figures, bringing in examples of
activities they have taken to close the gap and
commitments to improve the representation of
women in their organisation (particularly in
senior roles) going forward. A number of firms
have set specific targets on the representation of
senior women in their organisations, while others
have committed to reviewing and improving
policies in areas such as recruitment and parental
leave, or introducing new initiatives such as
unconscious bias training.

This transparency is to be welcomed, as is the
focus that a number of companies are clearly
putting on closing the “gap”. This will be a
considerable challenge, particular for those in
sectors with large gaps. Doing so will require
a concerted effort enabled by HR, but led by
business leaders, to make active changes to
improve the representation of women in their
business. There is no “silver bullet” to do this, but
there are key features that we have seen support
successful progress in this area.

Driving change – key factors for success
Business led action: It is crucial that any
diversity commitments and activity are
actively supported and led by business
leaders (rather than HR) and clearly
linked to a well articulated business case
for change
Evidence driven: To understand what
needs to change, it is important to
understand how you operate now. Part of
this is about the use of employee analytics
to understand where the “hot” and “cold”
spots for diversity are in your organisation,
both now and projecting into the future.
Just as important is understanding the
perceptions and make up of your current
employees. Increasingly firms are thinking
about new ways to encourage employees
to "self-identify" information on areas
such as ethnicity and sexual orientation,
along with an increasing focus on using
employee opinion surveys, exit interviews
and anonymous employee focus groups to
understand how diverse groups experience
working at an organisation

HR supported: Although business
leadership is crucial, to encourage
behavioural change the right HR policies
and processes need to be in place. Checks
and balances in core HR processes like
recruitment and promotion can help
manage the risk of bias in decision making,
and improve reporting
Input focused, Outcome driven: Whether
or not actual targets are introduced,
leading companies are thinking about more
effective ways to measure improvements
in diversity and inclusion through business
KPIs and dashboards. A robust action plan,
supported by strong reporting can help
business leaders understand what activity
is needed to drive change, and measure
their progress in achieving it.
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