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M ETH O D O LO GY A N D D EFI N ITI O N S
M ETH O DO LOGY
The data is sourced from Mercer’s remuneration database, which is updated regularly with incoming, position
match based, survey data. Currently, this database contains in excess of 300,000 records, with each individual
record representing the remuneration for an incumbent (employee) in a specific position. The movements are
based on analysis of same-incumbent movements. Same-incumbent refers to the remuneration that is paid to
the same employee, doing the same job, year-on-year. We use these movements to understand the level and
spread of increases paid to individuals in the same position in the same organisation, from one year to the next.
In establishing remuneration forecasts, Mercer takes into account a range of economic and business
indicators. These indicators are paired with actual same-incumbent movement figures and market indicators
from the Mercer remuneration database and consulting engagements.

D EFI N ITIO N S
Definitions to terms used throughout the hub are presented below.
EM PLOY M EN T C O S T
This is Mercer’s definition of total fixed package including FBT.
Total remuneration, plus the cost of fringe benefits tax.
Includes items such as:
Base salary

yy

Car allowances (benefit allowances only)

yy

Motor vehicles (benefit vehicles only)

yy
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Total fixed superannuation

yy

Parking

yy

Leave loading

yy

All other benefits and associated FBT

yy

Excludes:
Short and long-term incentives

yy

Associated superannuation on variable costs

yy

Staff on-costs such as workers compensation and payroll tax

yy

Bonuses and/or commissions

yy

S A M E- I N C U M B EN T M OV EM EN T S
‘Same incumbent’ remuneration movements compare the percentage rate of increase over 12 months
for individuals or incumbents who have been in the same job and organisation over the full 12 month
measurement period.
PAY B A RO M E T ER
The pay barometer measures the extent to which salaries are passed on at, below or above market
rates in the last three months. The terms ‘contraction’, ‘stable’ and ‘expansion’ are used to define the
percentage of organisations that in the last three months have passed on below, at or above market rates
respectively.
R EM U N ER AT I O N S EN T I M EN T I N D E X
The remuneration sentiment index measures the general feeling of the remuneration and jobs market.
The number presented is derived from polling client sentiment on how favourable (positive number) or
unfavourable (negative number) they feel conditions are currently and for the next six months.
N E W H I R E PAY I N D E X
The new hire pay index measures the relativity between salaries offered to hire new staff compared to
existing employees. A negative value indicates that the market is hiring at salaries below that being paid
to existing employees, while a positive figure indicates that ‘new hires’ are attracting salaries above
employees currently in the role.
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STATI STI CA L TER M S
M ED I A N
The median is the midpoint of a range of figures and is calculated by sorting all the values into ascending order,
then locating the value above which 50% of the scores fall, and below which 50% of the scores fall.
FI R S T A N D T H I R D Q UA R T I LE (Q1 A N D Q3)
After calculating the median, the first quartile (Q1) is the midpoint of the lower half of the sample, and the third
quartile (Q3) is the midpoint of the upper half of the sample. That is, the first quartile is the score below which
25% of the cases fall and above which 75% fall, and the third quartile is the score below which 75% of cases fall
and above which 25% fall.
AV ER AG E
The sum of all data reported divided by the number of observations in the sample.

ECO N O M I C I N D I CATO R S
G RO S S D O M ES T I C PRO D U CT (G D P)
The measure of a nation’s total economic activity. GDP is the monetary value of all final goods and services
produced over a specified period of time (quarterly or yearly).
C O N S U M ER PR I C E I N D E X (C PI)
A consumer price index (CPI), also known as inflation, measures changes in the price level of a market basket of
consumer goods and services purchased by households.
WAG E PR I C E I N D E X ( W PI)
The Wage Price Index (WPI) measures changes in wage and salary costs for employee jobs unaffected by changes
in the quality and quantity of work performed.
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