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Introduction  
Much has been written over the last year about NHS pay and the process for awarding pay 
rises for NHS workers.  This paper represents the collective view of the 14 Agenda for 
Change (AfC) staff side unions that represent the non-medical staff in the NHS. 

 

In this paper we set the decisions impacting the NHS in the broader context of the UK 
economy, and specifically in the context of the UK Labour market. We look at the response 
of employers across the economy to these challenges and specifically at how expectations 
of employees are changing. 

 

We set out why an investment in pay is necessary, non-inflationary and good value for 
taxpayers’ money.  
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Executive Summary  
 

ECONOMIC CONTEXT 

!! The UK economy is in recession, with high inflation impacting business and 
household budgets and confidence levels falling. 

!! The recession is underpinned by a tight labour market and extremely high 
employment levels, albeit in one in which economic growth is static. 

!! The UK focus is on ensuring a short and shallow recession, where inflationary 
pressures are curbed and the persistent challenge of low productivity is addressed. 

!! The post-Brexit vision is for the UK to be a high-wage, high-skill, high-
productivity economy, in which immigration is controlled and our population is 
supported to develop new skills. 

!! Keeping people healthy is key to the success of our economy. A functioning and 
universal healthcare system is a critical part of our national infrastructure which is 
fundamental to supporting our economy in a competitive global market.  

!! Investment in pay is good value for money. Better pay provides value for money 
by: 

"! Reducing recruitment and training costs  
"! Retaining skills in the NHS 
"! Improving productivity  
"! Reducing reliance on expensive agency and bank staff 
"! Returning more to the Treasury 
"! Supporting local economies 
 

!! An Inflation level pay award will not drive further inflation. Economists 
including the IFS have debunked the argument that public sector pay will create a 
price-wage spiral: “it is difficult to see how an increase in public sector wages could 
directly contribute to a wage-price spiral, owing to the lack of prices in the public 
sector.” 1 

 

!
1 https://ifs.org.uk/articles/what-should-public-sector-pay-policy-be-trying-achieve 
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THE NHS IS COMPETING IN A CHALLENGING LABOUR MARKET 

!! There is very low unemployment, In December 2022, the UK unemployment rate 
was estimated at 3.7%, 0.3 percentage points below pre-pandemic levels2. 

!! We have persistent high economic inactivity, at the end of 2022, there are over 
600,000 more economically inactive people of working age than there were in early 
20203. 

!! Vacancy rates remain high and growing in the health sector, ONS data for 
September to November 2022, 
show the total number of 
vacancies 391,000 above the 
January to March 2020 pre-
pandemic level, with the most 
significant increase in ‘human 
health and social work’4. 

!! Intention to recruit remains 
high, seven out of ten (69%) 
employers plan to recruit in the 
next three months, with 
recruitment intentions highest in 
the public sector (80%), followed 
by the voluntary sector (74%) and 
the private sector (66%). These figures represent a 9-year high5. 

!! Healthcare professionals are in high demand, The ‘UK Report on Jobs survey’ 
from KPMG and REC in November 2022 found that out of 10 sectors they analysed, 
the strongest demand for staff came in the Nursing/Medical/Care professions6. 

!! Healthcare vacancies are particularly hard to fill, 46% of recruiting employers 
have hard-to-fill vacancies. These are most common in transport and storage (60%), 
voluntary (56%) and healthcare (55%)7. Asked in the same survey about how they 
planned to fill these vacancies 44% of employers said they would raise pay. 

!
2 https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/unemployment 
3 https://www.ft.com/content/dee332d0-0c1d-4590-bad5-2c37006d9b90  
4 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/jobsandvaca
nciesintheuk/december2022 
5 https://www.hays.co.uk/salary-guide  
6 https://home.kpmg/uk/en/home/media/press-releases/2022/12/kpmg-and-rec.html  
7 https://www.cipd.co.uk/knowledge/work/trends/labour-market-outlook#gref  
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!! There are high levels of labour mobility with concern about unemployment 
reaching its lowest-ever score of 2% in October 2022. 

!! Attitudes to work are changing, workers are changing jobs more often, ‘job 
hopping’ is an acceptable way to drive up your salary, side hustles help to 
supplement income, flexibility is non-negotiable and the balance between home 
and work fiercely protected. 

!! There are fewer barriers to leaving jobs and changing careers moving jobs has 
become an established route to pay progression. As the cost-of-living increases, pay 
is becoming a more important driver for people to change jobs.  

 

 

EMPLOYERS OUTSIDE THE PUBLIC SECTOR ARE RESPONDING  

!! 93% of employers said they have experienced hiring difficulties over the past 12 
months, up from 86% in 2021 and 77% in 20208. 

!! 85% of business leaders are concerned about attracting candidates9, and 
recruiting and retaining talent was their number one concern for the year ahead10. 
Employers are spending more to recruit and retain staff. 

!! Employers are upskilling existing staff. EY’s ‘2022 Work Reimagined Survey’ of 
more than 17,000 people found that employers rated ‘learning and skills’ as the 
most important factor to helping employees thrive11. 

!! 83% of employers had increased staff salaries last year12, 36% of organisations 
had offered better pay and/or benefits to address recruitment difficulties (36%, up 
from 29% last year) and this is now the most common response to retention 
difficulties (2022: 54%; 2021: 32%).  

!! Alongside enhanced pay, many employers are offering flexibility and softer 
benefits to enhance their packages.  Flexible working conditions are the second 
highest consideration when looking for work, with 64% of Millennials citing flexible 
working as an important job factor.”13 

!
8  https://www.hays.co.uk/salary-guide 
9  https://www.roberthalf.co.uk/salary-guide/national-trends 
10 https://www.consultancy.uk/news/33065/talent-retention-the-top-worry-for-businesses-over-next-decade 
11 https://www.ey.com/en_uk/workforce/work-reimagined-survey 
12 https://salary-guide.hays.co.uk/salary-guide-2022/p/3 
13 https://www.thehrdirector.com/features/recruitment/workforce-trends-will-impact-employment-2023/ 



NHS Pay: A critical investment for the UK                            January 2023 

)"

!! 42% of employers are worried about the financial well-being of their staff14, 
however, private sector employers felt significantly more confident they could help 
(32%), compared to public sector organisations (12%)15. 

!! The private sector has shown that it is able to be more flexible, more 
responsive and is better able to support staff and attract new recruits. 

!! The NHS is relying on the goodwill and commitment of staff, when in practice 
they could be earning more elsewhere, with less stress and enjoying a better work-
life balance. 

 

 

THE NHS IS UNDER-RESOURCED, UNDERSTAFFED & IN CRISIS 

!! NHS budgets have been built on forecasts that have proved inaccurate and 
unreliable. The IFS has acknowledged the lack of flexibility and the challenge of 
fixed budgets based on forecasts that are buffered by events and turn out to be 
inaccurate. 

!! The NHS is under-resourced. Health spending in the UK would have needed to rise 
by an average of £40bn per year in the past decade to match per capita health 
spending across 14 EU countries”16. 

!! Costs are rising. The NHS could face £6-7bn of additional costs next year due to the 
impact of rising prices17 and just 57.3% of staff say they have “adequate materials, 
supplies and equipment to do their work”18. 

!! There is a backlog of unmet demand. There are more than 7.2 million people on 
NHS waiting lists in England alone, including more than 410,000 who have been 
waiting for more than a year. 

!! Pressure is intensifying, with NHS leaders predicting that this winter will cause the 
service to be "pressurised like never before". 

!
14 https://www.cipd.co.uk/knowledge/work/trends/labour-market-outlook#gref  
15 https://community.cipd.co.uk/cipd-blogs/b/cipd_voice_on/posts/wage-rises-and-other-cost-of-living-support-provided-by-
employers  
16 https://www.ft.com/content/f752a1ad-4a23-408f-a549-4909974c6a2c 
17 https://www.england.nhs.uk/wp-content/uploads/2022/10/item-4.2-public-board-meeting-financial-position-and-the-future-
financial-outlook-.pdf 
18 https://www.nhsstaffsurveys.com/static/1f3ea5c952df62a98b90afcf3daa29ac/ST21-National-briefing.pdf 
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!! There is a crisis in primary care, a shortage of GPs means 28% of people were not 
able to book “any appointments available for the time or day I wanted”19 leading to 
increased pressure on A&E. 

!! There is a crisis in social care, lack of capacity is leading to delayed discharges 
from acute care settings, with the latest NHS England data showing more than 
13,000 people ready to be discharged but with nowhere to be discharged - up 28% 
year on year20.  

!! There is a crisis in emergency care, NHS England data showed November 2022 to 
be the worst on record, with just 54% of people being seen within 4 hours and 
almost 38,000 patients waiting more than 12 hours, the second-highest figure on 
record21. Reports in January 2023 indicated a significant worsening of this position, 
with A&E departments around the country issuing some reports of “extreme 
pressure” and several ambulance services declaring critical incidents in December 
2022 and January 2023 as a result of demand, turnover and waiting times. 

!! Use of agency staff is increasing Although there have been repeated efforts to 
curb the spending on agency staff, with spending rising by 20% last year to hit £3bn 
in England”. 

!! Infrastructure and equipment are deteriorating, 2021 NHS Staff Survey, only 
“57.3% of staff say have adequate materials, supplies and equipment to do their 
work”22, which is having a material impact on patient safety, and there is a 
maintenance backlog of £10.2 billion, up 11% over the past year, of which £1.8 
billion is “high risk”. 

!! Key NHS Targets are not being met, recruitment targets, waiting times, waiting 
lists for elective and diagnostics including cancer referral targets are all being 
significantly missed.  

!! These pressures are harming patient safety, The Health and Social Care Select 
Committee warned in July 2022 that “persistent understaffing of the NHS is a serious 
risk to patient safety”.23 Since then the pressure has intensified.  

!! Staff are concerned. Just 67.8% of staff are happy with the standard of care 

!
19 https://www.gp-patient.co.uk/ 
20 https://www.england.nhs.uk/statistics/statistical-work-areas/uec-sitrep/urgent-and-emergency-care-daily-situation-reports-
2022-23/ 
21 https://www.england.nhs.uk/statistics/statistical-work-areas/ae-waiting-times-and-activity/ 
22  https://www.nhsstaffsurveys.com/static/1f3ea5c952df62a98b90afcf3daa29ac/ST21-National-briefing.pdf 
23 https://committees.parliament.uk/committee/81/health-and-social-care-committee/news/172310/persistent-understaffing-
of-nhs-a-serious-risk-to-patient-safety-warn-mps/ 
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provided and only 59.4% confident that their organisation would address a concern 
about clinical safety.24 

 

 

THE NHS WORKFORCE IS UNDER INCREASING PRESSURE 

!! There is chronic understaffing. Just 27.2% of respondents told the NHS Staff 
Survey that there were enough staff at their organisation to do the job properly, 
down 11% year on year to the lowest level ever recorded. 

!! 93% of Trust leaders are worried about recruitment. to fill existing vacancies and 
75% are extremely concerned that existing workforce challenges will be exacerbated 
by the recent NHS pay awards not matching inflation.25 

!! There is declining well-being amongst staff. 78% of Trust leaders are extremely 
concerned about the mental well-being of staff given the psychological impacts of 
the cost of living and the pandemic.26 

!! Morale is at an all-time low. Just 52.5% of staff say they look forward to going to 
work (down 6% year on year) and 76.5% say they face unrealistic time pressures27.  

!! There is poor staff retention. the latest NHS workforce figures show that a record 
number of people resigned voluntarily from the service, almost 35,000 in the first 
quarter of the financial year28. 

!! Intention to leave is increasing. Respondents to the latest 2021 NHS Staff Survey 
saying they think often about leaving and 22.9% saying they will look for a new job 
in the next 12 months29. 

!! NHS pay has fallen further behind the private sector. public sector workers are 
getting relatively poorer compared to private sector comparators, average regular 
pay growth for the private sector was 6.9% in August to October 2022, and 2.7% for 
the public sector. 

!! The NHS is losing staff to hospitality and retail. NHS Providers found that “two-
thirds of Trusts (68%) report a significant or severe impact from staff leaving the 

!
24 https://www.nhsstaffsurveys.com/static/1f3ea5c952df62a98b90afcf3daa29ac/ST21-National-briefing.pdf 
25 https://nhsproviders.org/media/694201/nhs-providers-cost-of-living-survey-briefing-september-2022.pdf 
26 https://nhsproviders.org/media/694201/nhs-providers-cost-of-living-survey-briefing-september-2022.pdf 
27 https://www.nhsstaffsurveys.com/static/1f3ea5c952df62a98b90afcf3daa29ac/ST21-National-briefing.pdf 
28 https://www.hsjjobs.com/article/record-number-of-nhs-staff-hand-in-resignation 
29 https://www.nhsstaffsurveys.com/static/1f3ea5c952df62a98b90afcf3daa29ac/ST21-National-briefing.pdf 
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trust for other sectors, such as hospitality or retail, where employers can offer 
competitive terms.”30 

 

 

THE COST-OF-LIVING CRISIS IS HITTING NHS STAFF HARD 

!! Costs are rising. UK inflation hit 11.1% in October 2022 reflecting rises in the cost of 
goods and services forcing the Bank of England to raise interest rates to 3.5% - the 
highest level in 14 years.  

!! Household incomes are falling. Real post-tax household income to fall by 4.3% in 
2022-23, the biggest fall since comparable records began in 195631. 

!! As many as 7.2 million are going without the basics, and 4.7 million are behind 
on their bills.32  

!! Food inflation is growing significantly ahead of the headline inflation figure, 
hitting 16.5% in the 12 months to November 202233. 

!! Energy costs have almost doubled. the cost of energy has increased by 96% since 
the 2021/22 winter price cap34.  

!! Housing costs are increasing. five million households are set for average 
mortgage bill increases of £5,100 by end of 2024. 

!! Living standards are falling.  The OBR stated in its November 2022 forecasts that 
the current outlook will “reduce living standards by 7 per cent in total over the two 
financial years to 2023-24 (wiping out the previous eight years’ growth), despite over 
£100 billion of additional government support.”35 

 

 

SUMMARY OF CONCLUSION & SPECIFIC RECOMMENDATIONS  

Increasing pay is critical for a functioning NHS which in turn is crucial to the success of the 
UK economy. Our position as unions is to be constructive partners in building an NHS of 

!
30 https://nhsproviders.org/rising-living-costs-the-impact-on-nhs-staff-and-patients/key-messages 
31 https://obr.uk/efo/economic-and-fiscal-outlook-november-2022/  
32 https://www.jrf.org.uk/report/going-under-and-without-jrfs-cost-living-tracker-winter-202223 
33 https://foodfoundation.org.uk/news/food-prices-tracker-december-2022 
34 https://commonslibrary.parliament.uk/research-briefings/cbp-9491/ 
35 https://obr.uk/docs/dlm_uploads/EFO_Nov22_PN.pdf 
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which we can all be proud. We will continue to support the development of a new 
workforce strategy for the NHS and to develop proposals that will address the challenges 
that the NHS faces: 

 

!! A decent pay rise for all staff is absolutely essential. We would like a 
commitment that the value of NHS pay scales will be restored over a clear timetable 
and to return to a situation where health workers can expect their pay will increase 
to match costs.  

!! We would also like to see the bottom of the pay structure benchmarked against 
the Real Living Wage to ensure that pay does not fall below this level at any time 
during the year. 

!! Staff Side Recruitment and Retention Plan. The staff side unions have set out our 
joint position on the detailed measures that we feel are essential to support the 
retention of existing staff and attract the workforce we need for the future: 
 

./$Ensure banding outcomes reflect job content 

0/$Reward additional hours fairly 

1/$Prevent burnout by limiting excess hours 

2/$Support progression and career development 

3/$Encourage employers to use RRP to retain staff where shortages are a risk to 
staff well-being and quality of care 
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The case for 
investment 
in NHS pay 
 



NHS Pay: A critical investment for the UK                            January 2023 

!%"

SECTION 1 THE UK ECONOMIC 
CONTEXT 
The UK economy has felt the full force of global pressures this year. Hot on the heels of the 
economic turbulence of the Covid pandemic and the disruption of Brexit, 2022 has seen 
war in Europe destabilise energy supplies, threaten food security and drive inflation to a 
30-year high.  

 

The UK Government has been unstable, with three prime ministers in office over the 
course of the last 12 months and 4 Chancellors. The market instability that we saw in 
September under the leadership of Liz Truss and Kwasi Kwarteng, has had an impact on 
our medium-term economic performance and left a legacy of higher-than-predicted 
interest rates, driving up borrowing and housing costs for millions of businesses and 
households, exacerbating the cost-of-living crisis. 

 

Despite the political focus on the need to grow the UK economy, in November the OECD 
published new forecasts for the world economy forecasting UK GDP growth of -0.4% for 
2023, the lowest in the G736. 

 

With the UK economy now in 
recession, both business and 
household budgets are 
tightening as confidence levels 
are falling. As we start 2023, 
there is a legacy of unsettled 
pay disputes, leading to strikes 
across much of the public 
sector, causing further 
disruption, and the global 
economy is bracing for the 
economic impact of the 
relaxation of the “zero Covid” 

!
36 https://www.oecd.org/economic-outlook/november-2022#gdp 

Prime Minister Rishi Sunak visits Leeds Community Healthcare 9th January 2023 
Number 10 Flickr Account 
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policy in China, with the slowest growth in decades and manufacturing slowdowns likely to 
place a drag on the global economy37. 

 

Despite the challenging economic picture, the recession of 2022/3 looks and feels unlike 
the recessions of 2008 or the 1980s and 1990s. It is underpinned by a tight labour market 
and extremely high employment levels, albeit in one in which economic growth is static. 

 

The UK focus is on ensuring a short and shallow recession, where inflationary pressures 
are curbed and the persistent challenge of low productivity is addressed. The post-Brexit 
vision is for the UK to be a high-wage, high-skill, high-productivity economy, in which 
immigration is controlled and our population is supported to develop the right skills to 
thrive. 

 

There is an established consensus around our post-Brexit economic strategy As former PM 
Boris Johnson said in 2021, we should not “use immigration as an excuse for failure to invest 
in people in skills and in equipment and facilities the machinery they need to do their jobs.”38 

 

In November 2022, the new Prime Minister’s official spokesperson restated this objective, 
saying  

 

 

I think on legal migration, the Prime Minister has been clear that he wants to 
bring migration levels down over time and have a system that works best in the 

UK’s interests. 

 

That’s why we have the points-based system, it’s why we’re encouraging 
businesses to invest in British people. We have significant labour market 

inactivity in this country and we’re taking steps to encourage more people to 
help fill the vacancies.39 

 

!
37 https://www.ft.com/content/665f4254-f0d5-4f98-bee5-879995ef149d 
38 https://www.conservatives.com/news/2021/boris-johnson-s-keynote-speech---we-re-getting-on-with-the-job   
39 https://www.telegraph.co.uk/politics/2022/11/21/rishi-sunak-latest-news-brexit-swiss-eu-tax-budget-starmer-lords/ 

!" !"
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Keir Starmer has agreed, "Our common goal must be to help the British economy off its 
immigration dependency to start investing more in training workers who are already 
here".40 

 

Less immigration means a more competitive domestic recruitment environment where 
employers have to invest more in building the workforce they need. Employers across all 
sectors are focused on developing a strong pipeline of skills to meet their organisational 
needs, through strategic planning, collaboration with the education system and significant 
investment in training and retraining programmes. 

 

As the UK’s largest employer, the NHS is not immune to these forces. It recruits from the 
same labour market as other employers and must be competitive to attract talent, but 
moreover, it also needs to play its part in supporting the transformation of our economy 
and the drive to a high-wage, high-skill economy, both by supporting its own workforce and 
by keeping the nation healthy and active, particularly as they age. 

 

 

The NHS is critical for economic growth and prosperity 

Keeping people healthy is key to the success of the nation. A functioning and universal 
healthcare system is a critical part of our national infrastructure which is not only a 
measure of an advanced society but is also fundamental to supporting our economy in a 
competitive global market. Without good health, our economy will not grow.  

 

The think tank, the IPPR, published a report titled ‘Getting better?: Health and the labour 
market’41 in December 2022, which explores the relationship between good health and our 
ability to support the labour requirements of our economy. They found that our health 
service was failing to keep pace with international benchmarks which explains why poor 
health is having such a significant impact on our ageing population’s ability and desire to 
stay in work. 

  

!
40 https://labour.org.uk/press/keir-starmer-speech-to-the-confederation-of-british-industry-conference-2022/  
41 https://www.ippr.org/research/publications/getting-better-health-and-labour-market 
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After decades of improvement, the rate of progress on population health has 
stagnated in the UK – including in relation to all-cause mortality, mortality 

attributable to preventable risk factors, disability adjusted life years and healthy 
life expectancy. 

 

 “Between May and July 2022, economic inactivity primarily due to long-term 
illness reached 2.5 million… 1.5 million of the 2.5 million who are out of the 

labour market due to long-term illness are living with at least one mental health 
problem. People who are economically inactive primarily because of their health 

tend to have complicated health needs.  

 

 

NHS will support the UK out of recession  

Key to getting the economy growing is getting the workforce healthy and working again. 
Whilst the unemployment rate is at near an all-time low, the UK is one of the only 
developed nations where employment is still below pre-pandemic levels, with more than 
600,000 more “economically inactive” people than at the start of 202042. 

 

This phenomenon has been driven 
by two key factors - long-term 
sickness and early retirement. 
According to the Office of National 
Statistics (ONS), by the summer of 
2022, there were half a million more 
people economically inactive due to 
long-term sickness than in 201943. 
Whilst data on early retirement is 
patchy, a House of Lords Economic 
Affairs Committee report from 
December 2022 identifies it as a key 
driver behind the drop in 

!
42  https://www.ft.com/content/dee332d0-0c1d-4590-bad5-2c37006d9b90 
43 
https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/economicinactivity/articles/halfamillionmorepeople
areoutofthelabourforcebecauseoflongtermsickness/2022-11-10 
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economically active individuals, citing that the pandemic, changes to pensions flexibility 
and the relative affluence of a proposition of the asset-owning older population have 
already contributed to the trend and that these people will be extremely hard to tempt 
back to the labour market44. 

 

As such, getting those who want to work but are not able back into the employment market 
is crucial and only the NHS can play a fundamental role in delivering this. 

 

 

Investment in pay is good value for taxpayers’ 
money 
There is a powerful value for money argument in making an investment in pay to support 
the NHS, grow the UK economy and improve the quality of life of the population.  There is a 
real cost in failing to keep staff in the NHS. 

 

!! Better pay will reduce recruitment and training costs 

Keeping existing staff is better value for money than recruiting and training new 
staff. Recruitment is expensive and the failure to recruit is even more so. Increasing 
pay helps retain staff and reduce recruitment, induction and staff training costs. A 
London Economics report from October 2022 found that retaining a nurse costs 
£16,900 less than recruiting one from overseas45, whilst in 2021 the University of 
Kent’s Personal Social Services Research Unit estimated the cost of training a new 
nurse to be £60,00046. 

 

!! Better pay will help retain skills in the NHS and improve productivity 

Skilled staff are more productive and better able to manage the demands of a 
stressful job. By losing trained staff to the private sector, the NHS is training staff 
just for them to leave for better-paid roles elsewhere. This represents a false 
economy. 

!
44 https://publications.parliament.uk/pa/ld5803/ldselect/ldeconaf/115/115.pdf 
45 https://londoneconomics.co.uk/wp-content/uploads/2022/10/LE-RCN-Pay-campaigning-comms-FINAL-report-SENT2CLIENT-
27-10-2022.pdf 
46 https://www.pssru.ac.uk/project-pages/unit-costs/unit-costs-of-health-and-social-care-2021/ 
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To support our 2020/21 PRB submission, Staff Side unions commissioned London 
Economics to undertake some independent research on the net impact to the Exchequer of 
increasing pay for Agenda for Change staff. The research undertook detailed economic 
modelling of the impact of a £1.70bn and £3.40bn increase in the total Agenda for Change 
(AfC) pay bill which represented 5% and 10% pay increases (for AfC staff in England) in that 
year.  

 

!! Better pay will reduce reliance on agency and bank staff 

Their modelling showed that there would be a significant impact on recruitment and 
retention and reduced reliance on bank and agency staff over a 10-year period, 
resulting in overall cost savings to the Treasury corresponding to £0.06bn (for a 5% 
pay bill increase) or £0.13bn (for a 10% pay bill increase). 

 

!! Better pay returns more to the Treasury  

The Treasury would recoup 47% of the additional pay bill cost through collecting the 
income tax and NI insurance contributions of AfC staff and their employers alone.  

 

!! Better pay will support local economies 

The Treasury would recoup a further 26% of the additional pay bill costs through 
direct, indirect and induced taxation receipts resulting from the impact of AfC staff 
spending of the additional disposable income throughout the wider economy.  

 

 

An inflation-level public sector pay award will not drive further 
inflation 

There is no evidence that an inflation-level pay award will increase inflationary pressures in 
the economy, holding down public sector pay as a measure to tackle inflation is not 
supported by economists. Increasing pay behind private sector comparators will not drive-
up wages, or prices, it will only serve to starve the NHS of the staff it needs. 
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The IFS has debunked the argument that public sector pay will create a price wage spiral: “it 
is difficult to see how an increase in public sector wages could directly contribute to a 
wage-price spiral, owing to the lack of prices in the public sector.” 47  

 

This is supported by a broader analysis from the International Monetary Fund (IMF) in its 
World Economic Outlook for October 2022 which found that “risks of a sustained wage-
price spiral appear limited since underlying inflation shocks come from outside the labour 
market and monetary policy is tightening aggressively.”48 

 

Increasing NHS pay cannot be passed on in increased consumer costs for NHS services, so 
will have no material effect on prices. 

 

So, it is clear that an inflation-level public sector pay award will not drive further inflation, 
and not providing one will simply deny the NHS access to the staff it needs, and drive-up 
costs further as the service tries to mitigate shortages of personnel. 

 

 

 

The UK Labour Market 
For our economy to grow, the UK must resolve some of the issues inherent in our labour 
market which are impacting the ability of the NHS to recruit the workforce it needs. 
Currently, the UK labour market provides a challenging environment in which the NHS 
must compete for staff:  

 

There is very low unemployment 

Britain’s labour market is an international outlier. While joblessness is near all-time lows, 
the UK is on track to be the only country in the developed world with employment still 
below its pre-pandemic level. In December 2022, the UK unemployment rate was 
estimated at 3.7%, 0.3 percentage points below pre-pandemic levels49. 

!
47 https://ifs.org.uk/articles/what-should-public-sector-pay-policy-be-trying-achieve 
48 https://www.imf.org/en/Publications/WEO/Issues/2022/10/11/world-economic-outlook-october-2022  
49 https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/unemployment 
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We have persistent high economic inactivity 

At the end of 2022, there are over 600,000 more economically inactive people of working 
age than there were in early 202050. There are also 500,000 more people who have stopped 
working due to health reasons since 2019, making the UK the only developed nation where 
the share of working-age people outside of employment has continued to rise after the 
initial pandemic shock51.  

 

The Government is so concerned about the pressure that this is putting on our labour 
market that they are in the process of conducting a review into this phenomenon to better 
understand the drivers for its persistence, and how to encourage more people back into 
the labour market 

 

Vacancy rates remain high and growing in the health sector 

Whilst vacancy rates have fallen back from their all-time peak in summer 2022, ONS data 
for September to November 2022, show the total number of vacancies 391,000 above the 
January to March 2020 pre-pandemic level, with the most significant increase in ‘human 
health and social work’, up by 72,00052. 

!
50 https://www.ft.com/content/dee332d0-0c1d-4590-bad5-2c37006d9b90  
51 https://www.ft.com/content/b197e9e0-dd53-4d77-a84f-a94824100ed5 
52 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/jobsandvaca
nciesintheuk/december2022 
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The latest NHS vacancy statistics found that the total number of vacancies in September 
2022 was 133,446, a vacancy rate of 9.7%53, with the ONS stating that there are record 
levels of jobs and demand in healthcare as of September 202254. 

 

 

 

 

 

Intention to recruit remains high 

Even as vacancy rates across the economy look to be falling slightly, employer intentions to 
recruit remain strong. Despite a slight drop in overall confidence, according to the Autumn 

!
53  https://digital.nhs.uk/data-and-information/publications/statistical/nhs-vacancies-survey/april-2015---june-2022-
experimental-statistics  
54 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/jobsandvaca
nciesintheuk/december2022  
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CIPD labour market outlook, recruitment intentions remain significantly above pre-
pandemic levels55. 

 

Seven out of ten (69%) employers surveyed indicated that they plan to recruit in the next 
three months, with recruitment intentions highest in the public sector (80%), followed by 
the voluntary sector (74%) and the private sector (66%) - with these figures representing a 
9-year high56. 

 

!

Healthcare professionals are in high demand 

Whilst there is strong demand for staff across the economy, it is particularly acute in the 
health sector. Employers in healthcare have the second highest intention to recruit in the 
economy as a whole, after workers in the information and communications sector: 

 

57 

!
55 https://www.cipd.co.uk/knowledge/work/trends/labour-market-outlook#gref 
56 https://www.hays.co.uk/salary-guide  
57 https://www.cipd.co.uk/knowledge/work/trends/labour-market-outlook#gref  
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The latest ‘UK Report on Jobs survey’ from KPMG and REC in November 2022 corroborated 
this strong demand, finding that out of 10 sectors they analysed, the strongest demand for 
staff came in the nursing/medical/care professions58. 

 

 

Healthcare vacancies are particularly hard to fill 

Given the shortage of staff, it is not surprising that healthcare vacancies are among the 
hardest to fill in any sector of the economy. According to the quarterly CIPD Autumn labour 
market outlook, 46% of recruiting employers have hard-to-fill vacancies. These are most 
common in transport and storage (60%), voluntary (56%) and healthcare (55%)59.  

 

Asked in the same survey about how they planned to fill these vacancies 44% of employers 
said they would raise pay. 

 

Many NHS Employers are recruiting already trained staff from abroad to fill their vacancies, 
for example, Ambulance Trusts are regularly recruiting paramedics from New Zealand & 
Australia. 

 

But it is not simply down to pay and conditions that current vacancies in the health sector 
are hard to resolve. The House of Commons Health and Social Care Committee report into 
the health and social care workforce published in July 2022 criticised the government for a 
“refusal to do proper workforce planning” and called on the Government to “publish the full 
report of the NHS workforce strategy complete with gap analysis and workforce projections 
for the next five, 10, and 15 years for each profession by the end of 2022”60. 

 

This assertion was backed up by a King’s Fund report published in November 2022 written 
by Bill Morgan, who is now a healthcare special adviser to Prime Minister Rishi Sunak, 
which cites the “difficulties in workforce forecasting” in part due to the length of time it 

!
58 https://home.kpmg/uk/en/home/media/press-releases/2022/12/kpmg-and-rec.html  
59 https://www.cipd.co.uk/knowledge/work/trends/labour-market-outlook#gref  
60 https://committees.parliament.uk/publications/23246/documents/171671/default/#page=5  
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takes to train future workers, but also due to NHS reorganisation and the “insufficiently 
strategic use of recruitment from outside of the United Kingdom”61. 

 

These factors are exacerbating a challenging talent recruitment and retention market for 
all healthcare jobs, particularly the NHS. 

 

 

Concern about unemployment is at an all-time low, driving 
workforce mobility 

With high employment and large numbers of vacancies in the economy, it is unsurprising 
that there is little concern about unemployment from the public.  

 

According to the monthly Ipsos Mori tracker, which asks the general public what they see 
as the most important issues facing Britain, concern about unemployment reached its 
lowest-ever score of 2% in October 2022: 

 

62 

 

!
61 https://www.kingsfund.org.uk/sites/default/files/2022-11/NHS_staffing_shortages_final_web%20%282%29.pdf 
62 https://www.ipsos.com/en-uk/issues-index-december-2022 
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Despite the wider economic picture, this lack of concern about unemployment is driving a 
significant proportion of the workforce to plan to move jobs in search of better pay and 
conditions. A survey of more than 3,000 people from insurance company Unum has found 
that “19% of employees expect to have to look for a new job with better benefits or a 
higher salary in 2023” in response to the cost-of-living crisis, equivalent to 5.4 million 
workers63. 

 

This can also be seen across the NHS, with the latest workforce numbers showing record 
numbers of staff voluntarily resigning from the service, with the most common reason for 
leaving being “work-life balance” and the second most common being desire for a “better 
reward package”64. 

 

 

Attitudes to work are changing 

These changes to the labour market are not just short-term phenomena, or simply a 
reaction to cost of living pressures, but long-term structural changes to attitudes to work 
that have been accelerated by the Covid-19 pandemic - something global audit and 
accountancy firm EY has described as “a wholesale shift of what employees value at work 
and in life”65. 

 

The impact of this sustained period of low unemployment and high vacancy rates has 
changed the relationship between employers and employees. Social and cultural norms 
are changing and with them, expectations of work are evolving. Workers hold more power 
and are more likely to search for a job that ticks a number of boxes, rather than just 
meeting pay demands. 

 

Research exploring Gen Z’s expectations of work found that “flexibility in when and where 
they work is important for 81%”, while 77% thought it was important to work for “a 
company that cares about diversity, equity and inclusion”66. 

!
63 https://www.unum.com/about/newsroom/2022/December/Cost-of-living-crisis-expected-to-spark-the-Great-Resignation-of-
2023 
64 https://www.hsjjobs.com/article/record-number-of-nhs-staff-hand-in-resignation 
65 https://www.ey.com/en_uk/board-matters/the-board-imperative-unlock-the-strategic-value-of-chros 
66 https://www.talentlms.com/research/gen-z-workplace-statistics#what-matters-to-Gen-Z  
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On top of this, workers are changing jobs more often, and are more demanding. Retaining 
staff has become much more challenging for employers. For younger workers in particular, 
‘job hopping’ is an acceptable way to drive up your salary, side hustles help to supplement 
income, flexibility is non-negotiable and the balance between home and work is fiercely 
protected.  

 

 

There are fewer barriers to leaving jobs and changing careers 

Jobs and careers for life are no longer the norm. Young people today are likely to move 
through multiple employers, several careers and are more likely than ever to have a stint in 
self-employment. Changing jobs has become an established route to pay progression. As 
the cost-of-living increases, pay is becoming a more important driver for people to change 
jobs.  

 

Many younger people recruited by the NHS are increasingly using it as a direct route to 
gain a degree-level qualification but then move to jobs with better pay, better hours and 
better terms and conditions. Meaning that unlike previously, staff in the NHS do not stay 
and treat it as a career choice but as a stepping stone to achieving qualifications to be used 
elsewhere. 

 

This is the labour market in which the NHS is competing for staff. 
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How organisations are responding to our 
constrained labour market  
With a constrained labour market, the potential for limited access to a skilled workforce is 
impacting confidence, constraining growth and will impact the ability of organisations to 
weather this recession. In this environment, employers whether in the public, private or 
voluntary sector need to work much harder to attract and retain staff.  

 

1.! Investment in the recruitment and retention of staff  

Data from the Hays UK Salary & Recruiting Trends survey of over 13,000 employers and 
professionals found 93% of employers said they have experienced hiring difficulties over 
the past 12 months, up from 86% in 2021 and 77% in 202067.  

 

This was in turn undermining confidence in their ability to source candidates going 
forward, with 85% of business leaders concerned about attracting candidates over the next 
12 months68, with a survey of global executives finding that recruiting and retaining talent 
was their number one concern for the year ahead69. 

 

Retention is also proving more challenging, the annual CIPD Resourcing and talent planning 
report from September 2022 drawn from a survey of 1,000 HR professionals in April 2022: 

 

Talent is becoming harder to retain, but organisations are taking steps to improve 
the situation. 60% report that talent is more difficult to retain compared with a 

year ago and over a third (37%) undertook initiatives to improve employee 
retention over the last year, up from 29% in 202170 

 

 

This same survey showed how organisations are planning to spend more on their 
recruitment and retention going forward. 

!
67 https://www.hays.co.uk/salary-guide 
68 https://www.roberthalf.co.uk/salary-guide/national-trends 
69 https://www.consultancy.uk/news/33065/talent-retention-the-top-worry-for-businesses-over-next-decade 
70 https://www.cipd.co.uk/Images/resourcing-and-talent-planning-report-2022-1_tcm18-111500.pdf 
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Looking forward, around two-fifths of organisations anticipate an increase to 
their recruitment and talent management budgets over the next year, a step 
increase on previous years, reflecting increasing resourcing challenges and 

costs 

 

Faced with a competitive market for labour, employers have a range of choices available to 
them.  

 

 

2.! Investment in upskilling 

According to the World Economic Forum, by 2025 44% of the skills that employees need to 
perform their roles effectively will have changed and 90% of workers will need some form 
of reskilling71. These changes, combined with the constrained labour market are forcing 
organisations to invest more in the training and development of their existing staff to meet 
future needs. 

 

The UK has been historically poor at developing skills - UK employers invest just half of the 
EU average in training and employer investment in training fell by 60% between 1997 and 
201772. A December 2022 report from the House of Commons Committee of Public 
Accounts entitled ‘Developing workforce skills for a strong economy’ stated that this decline 
“risks leaving the economy without the skills it needs.”73 

 

The need for investment in skills runs counter to the challenging economic environment, 
with the CBI forecasting that business investment will remain 9% below pre-pandemic 
levels even at the end of 202374. 

 

!
71 https://www3.weforum.org/docs/WEF_Future_of_Jobs_2020.pdf 
72 https://www.fenews.co.uk/exclusive/upskilling-and-reskilling-adult-workers-the-problem-of-employer-demand-2/ 
73 https://committees.parliament.uk/publications/33177/documents/179860/default/ 
74 https://www.cbi.org.uk/media-centre/articles/no-new-year-cheer-for-uk-economy-with-productivity-and-business-
investment-weakening-cbi-economic-forecast/ 
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Despite this, many businesses are now looking to enhance their skills programmes as a 
means of recruiting and retaining staff, as well as meeting the future needs of their 
organisations.  

 

EY’s ‘2022 Work Reimagined Survey’ of more than 17,000 people found that employers 
rated ‘learning and skills’ as the most important factor to helping employees thrive75 

 

 

3.! Increased pay, benefits and flexibility 

Due to these workforce pressures, many organisations are enhancing their pay and 
benefits packages to boost their staff retention.  

 

The Hays research found that 83% of employers had increased staff salaries last year76, 
whilst a survey by the online job board CV-Library found more than 50.6 per cent of UK 
workers are realistically expecting a pay rise of 10 per cent or more next year77. 

 

These trends are reinforced by the CIPD Resourcing and talent planning report78, which 
found that: 

 

Organisations are increasingly offering better pay and/or benefits to address 
recruitment difficulties (36%, up from 29% last year) and this is now the most 
common response to retention difficulties (2022: 54%; 2021: 32%). There are 

considerable sector differences, however, with private sector organisations far 
more likely to increase pay than public sector organisations. “ 

 

Pay and benefits is now most commonly ranked among the three most 
important elements of employer brand for attracting candidates. Overall, 

however, nearly three fifths (58%) do not include pay and benefits among their 
top attractors. 

!
75  https://www.ey.com/en_uk/workforce/work-reimagined-survey 
76 https://salary-guide.hays.co.uk/salary-guide-2022/p/3 
77 https://www.cv-library.co.uk/recruitment-insight/half-of-uk-workers-realistically-expect-a-pay-increase-of-more-than-10-in-
2023-job-market-will-be-dominated-by-workers-trying-to-secure-a-pay-rise-that-keeps-up-with-cost-of-living-next-year/ 
78 https://www.cipd.co.uk/Images/resourcing-and-talent-planning-report-2022-1_tcm18-111500.pdf 
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Other factors such as perception of organisation as an employer, career 
development opportunities, organisational values, perception of job security 

and flexible working are also considered important. 

 

 

Alongside enhanced pay, many employers are offering flexibility and softer benefits to 
enhance their packages. Hays found that 72% of employers who responded now offer 
hybrid working (up from 47% last year)79, while YouGov research found that over half a 
million small and medium-sized enterprises (SMEs) are rewarding their staff with additional 
days of holiday allowance80. 

 

This kind of flexibility is increasingly demanded by employees - a recent survey by HR 
Director magazine found that “respondents sought flexible working conditions as their 
second highest consideration when looking for work. This was most noticeable in the 
younger age categories, with 64% of millennials citing flexible working as an important job 
factor.”81 

 

Personalised and flexible benefits are also on the rise, research by law firm Willis Towers 
Watson in 2021 found 72% of businesses are planning to personalise their benefits to 
employee needs within the next two years, allowing workers to spend their benefits 
allowances however suits them best82. 

 

A survey for Aviva found that “more workers surveyed said they were attracted to their 
current role for the work-life balance (41%) than the salary (36%)”, which is a switch in the 
importance of these two measures compared to prior to the pandemic, reflecting how the 
experience of Covid-19 has changed priorities across the workforce.83 

 

 

!
79 https://salary-guide.hays.co.uk/salary-guide-2022/p/3 
80 https://home.barclays/news/press-releases/2022/12/-the-gift-of-time---smes-to-reward-employees-with-120m-extra-day/  
81 https://www.thehrdirector.com/features/recruitment/workforce-trends-will-impact-employment-2023/ 
82 https://ifamagazine.com/article/the-battleground-for-benefits-incentives-and-entitlements/ 
83 https://www.aviva.com/newsroom/news-releases/2022/08/work-life-balance-overtakes-salary-post-pandemic/ 
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With increased expectations on employers to offer increased pay, benefits and flexibility 
there is a widening gulf between the public and private sectors to be able to meet these 
demands.  

 

November’s Labour Market Outlook (LMO) research from the CIPD showed that 42% of 
employers are worried about the financial well-being of their staff84, however, private 
sector employers felt significantly more confident they could help (32%), compared to 
public sector organisations (12%)85. 

 

With work-life balance and flexibility growing in importance in the labour market, the NHS 
is lagging behind. Just 44.4% of respondents said the organisation was committed to 
helping them “balance their work and home life” according to the latest NHS Staff Survey, 
with just over half (53.9%) satisfied with the “opportunities they have for flexible working 
patterns”86. 

 

In a challenging labour market, the private sector has shown that it is able to be more 
flexible, more responsive and is better able to support staff and attract new recruits. The 
NHS is relying on the goodwill and commitment of staff when in practice they could be 
earning more elsewhere, with less stress and enjoying a better work-life balance. !  

!
84 https://www.cipd.co.uk/knowledge/work/trends/labour-market-outlook#gref  
85 https://community.cipd.co.uk/cipd-blogs/b/cipd_voice_on/posts/wage-rises-and-other-cost-of-living-support-provided-by-
employers  
86 https://www.nhsstaffsurveys.com/static/1f3ea5c952df62a98b90afcf3daa29ac/ST21-National-briefing.pdf 


























































































