
 
 

  

 
 
 
 
 

May 2018 
 

 

Given strong growth in the technology sector, the London pay premium has become larger. The 
latest data underscores the importance of understanding regional pay and talent markets.  
 
 

The technology sector in the United Kingdom (UK) is very much in high-growth mode, despite the looming 

uncertainty of Brexit, and as a result, we’ve seen pay premiums in the Inner London region increase compared to 

other regions in the country. The higher rate of wage increases in Inner London makes sense when looking at 

where technology growth has been concentrated. In 2017, a record amount of venture capital funding flooded into 

UK technology startups, but 80% of the nearly £3bn in funding went to London-based firms, according to London 

& Partners. 

Most people involved in the technology sector would assume that London commands a pay premium compared to 

the rest of the UK. However, understanding just how much of a pay premium, and where the trend lines are 

headed, is important for any HR and compensation professional involved in the UK technology sector (or general 

industry businesses competing for technical talent). Looking at regional pay markets provides a full picture of 

compensation markets and powerful geographic differentials that might exist within a country. Benchmarking pay 

to determine the competitive job market in countries with especially powerful economic or industrial hubs— as is 

the case with London— requires thoughtful consideration of selecting the right companies to go in your market 

comparator group. These zones are extremely expensive for residents to live in, and simultaneously rich in talent-

hungry companies. The combination of these forces ratchets up pay and can adversely impact the usefulness of 

country-wide data. 

We used data from the Radford Global Technology Survey to find that technology sector employees located in 

Inner London receive salaries that are, on average, 16% ahead of the overall UK market. That’s slightly higher 

than the 15% premium we reported in January 2017 and significantly higher than the 12% premium we wrote 

about in May 2014. However, with a high percentage of technology employees in the UK working in London, it is 

even more revealing to look at how pay for London compares to other regions in the country rather than the 

average of the whole country. When taking this view of the data, regional disparities in pay become even more 

pronounced as seen in the chart below. 

 

 

 

https://radford.aon.com/surveys/technology-compensation-survey
https://radford.aon.com/insights/articles/2017/Pay-Differences-in-the-UK-Technology-Sector-Highlight-the-London-Premium
https://radford.aon.com/insights/articles/2014/Understanding-Regional-Pay-Differences-in-the-UK-Technology-Sector
https://radford.aon.com/insights/articles/2014/Understanding-Regional-Pay-Differences-in-the-UK-Technology-Sector
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Figure 1 

Regional Differentials in Pay for the UK Technology Sector 

 

Geographic differentials in pay can range from relatively minor rounding errors to data points with significant 

potential to drive pay and business strategy. Taking a comprehensive view of regional differences in 

compensation across an entire country provides proper perspective on which data points should influence 

program design. In our opinion, differentials in pay approaching +/- 10% serve as a useful dividing line for when to 

seriously consider regionally targeted approaches to compensation. With this threshold in mind, it is clear that 

managing technology talent in the UK requires a fairly nuanced strategy. 

Another approach for considering regional differences in pay is to examine the hypothetical "discount" achieved 

by transplanting talent from expensive to inexpensive regions. We use the term hypothetical because moves of 

this nature are often easier said than done. Looking at discount rates makes a lot of sense when opening a new 

office (assuming the right talent pool is available in your desired location), but it’s quite another endeavor to pick 

up an existing office and move it. 

Figure 2 illustrates discount rates across our 17 UK regions as well as the UK average. We used Inner London as 

a baseline (set to 100%) for technology talent. 
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Figure 2 

Regional Discounts in Pay for the UK Technology Sector 

 

Examining discount rates can reveal meaningful opportunities for labor cost differentiation, especially when some 

locations outside of Inner London carry technology talent discount rates in excess of 20%. However, using these 

differential figures with additional data points— like voluntary employee turnover rates in excess of 10%— could 

suggest taking more proactive steps to hire and retain talent, particularly for certain in-demand jobs or positions 

where turnover has been highest. And in the UK, voluntary turnover among technology companies stands at 

12.1% as of Q1 2018. 

Compared to January 2017, the pay gap between Inner London and the following select regions in Figure 3 has 

grown over the past 15 months. 

 

 

 

 

 

 

 

 

 

 

100% 96% 
91% 88% 87% 87% 86% 85% 85% 83% 82% 80% 80% 79% 79% 78% 75% 75% 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Source: Radford Global Technology Survey, April 2018 



  

 
Technology Sector Wage Growth in London Continues to Far Outpace the Rest of the UK 4 

Figure 3 

Inner London Pay Gap Grows in Select Regions 

 

This suggests that wage growth in London’s technology sector is surpassing these regions. While we did find the 

pay premium in Inner London is getting slightly smaller in some regions, on average, the pay gap is growing 

larger and in more regions than it is getting smaller. 

To learn more about participating in a Radford survey, please contact our team. To speak with a member of our 

compensation consulting group, please write to consulting@radford.com.    
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About Radford 
 
Radford partners with technology and life sciences companies to reimagine their approach to rewards, 
empowering them to achieve superior levels of people and business performance. Radford is part of Aon plc 
(NYSE: AON). For more information, please visit radford.aon.com. 
 
 

About Aon 
 
Aon plc (NYSE:AON) is a leading global professional services firm providing a broad range of risk, retirement and 
health solutions. Our 50,000 colleagues in 120 countries empower results for clients by using proprietary data and 
analytics to deliver insights that reduce volatility and improve performance. For further information, please visit 
aon.com. 
 
This article provides general information for reference purposes only. Readers should not use this article as a replacement for legal, 
tax, accounting or consulting advice that is specific to the facts and circumstances of their business. We encourage readers to consult 
with appropriate advisors before acting on any of the information contained in this article. 
 
The contents of this article may not be reused, reprinted or redistributed without the expressed written consent of Radford. To use 
information in this article, please write to our team. 
 
© 2018 Aon plc. All rights reserved

 

mailto:gdutt@radford.com
mailto:xavier.taylor@radford.com
https://radford.aon.com/
http://www.aon.com/
mailto:marketing@radford.com

