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Commitment 'to pay equity analysis is increasing. Learn
how labor market pressures, pay transparency compliance,

evolving expectations, and modern technology are making

pay equity analysis more and powerful.
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Executive summary

In 2026, organizations are navigating a complex, high-stakes environment.
The compounding effects of economic uncertainty, evolving workforce
expectations, and labor market disruption have made compensation
management more challenging. Executives, managers, employees, and job

seekers are all paying closer attention.

Against this backdrop, pay equity has moved firmly into the mainstream. In
fact, according to Payscale’s Compensation Best Practices Report, 60% of
organizations say they currently conduct or are planning pay equity analysis
in 2026, reflecting a 3% year-over-year increase since 2025 and a 22%
increase since 2020. Pay equity analysis is also higher for top performers
(68%) compared to non-top performers (50%), showing it is good for
business. While conversations around DEI have faced scrutiny, pay equity
remains a priority. In fact, only 3% of organizations say that current policy,

legal, or political developments have influenced de-prioritization of DEI.

In other words, even amid tension, pay equity continues to be viewed as
both a compliance necessity and a foundational imperative for building

trust with employees.

Not by coincidence, pay equity is becoming central to talent strategy just as

pay transparency is accelerating globally. Today, over 57% of organizations

post pay ranges in job ads, and employees have taken notice, making it
clear that defensible communication of pay practices is non-negotiable. A
pay equity strategy is especially crucial for organizations that are impacted

by the EU Pay Transparency Directive, which takes effect June 2026.

Pay transparency only works when pay equity exists. Fair pay builds trust,
not disclosure alone. For this reason, leading organizations are moving
beyond compliance and embedding pay equity into every compensation
decision, addressing both current gaps and systemic drivers of inequity,

from new hires to pay increases.

Employers who understand this shift know they need support. They are
exploring the capabilities of modern compensation software to monitor
pay trends and detect pay inequities in real time. To address the technical
and systemic challenges of pay equity, organizations are turning to expert
services for analysis, implementation, communication, and remediation
planning. The goal is to design strategic and sustainable compensation
programs that are rooted in fairness, maintain competitiveness, and drive

business outcomes.
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The state of pay equity in 2026

Pay inequities exist, both in terms of equal opportunity and when

comparing pay between people doing the same or similar jobs.
The question for your organization is this: how do your pay gaps compare?

Although the U.S. Equal Pay Act was passed in 1963, the gender pay

gap widened in 2026 — the first increase since the 1990s. At that time,
women were entering high-paying, male-dominated fields like finance and
technology in greater numbers, but many still hit glass ceilings that slowed

progress toward pay equity.

According to Payscale’s 2026 Gender Pay Gap Report, women make
$0.82 for every $1 that men make, which is one cent less than they did

in 2025. This pay gap reflects overall differences in average earnings
between men and women, without adjusting for job related factors,
currently showing an 18% difference. When we control for job title and
other compensable factors, women make $0.99 for every $1 men make.
This is still not equal and represents a significant loss of money for women,
which compounds over the course of their careers and worsens if women

have children and as they climb the corporate ladder.

Uncontrolled
gender pay gap

This “opportunity pay gap” measures
median salary for all men and all women.

3RC

Women earn 82 cents for every $1 earned by men.

Controlled
gender pay gap

This measures median salary for men and

women with the same job and qualifications.

99¢

Women earn 99 cents for every $1 earned by men.
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What is pay equity?

Pay equity is when compensation is determined and paid fairly, in such a way that
it's free from any discrimination based on characteristics protected by law (such as

gender, race, ethnicity, religion, disability, or sexual orientation).

Pay equity also means being able to explain pay differences between all employees’
pay based on non-discriminatory, legitimate job-related factors that differentiate

between workers’ skills, effort, accountability, and working conditions.
Pay equity is about creating an inclusive workplace for all. The uncomfortable fact
is that wherever pay gaps exist, inequality in the workplace exists — and so does a

lack of opportunity.

For employers, pay equity is about eliminating unjustified pay gaps, minimizing

legal and reputational risk, and strengthening the ability to attract and retain talent

through compensation best practices.
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Measuring pay gaps

In 2026, 60% of organizations say that pay equity analysis is either a planned or current initiative for their organization,

which increases to 68% for top performing organizations (those that exceeded their revenue targets in 2025).

There are two main calculations of pay equity gaps, whether within a society, an organization, or a cohort of

employees. Each calculation gives a different view, and both are useful in understanding how to achieve pay equity.

Uncontrolled JsENgsz18)

(i.e. unadjusted, raw, or opportunity gap)

The earnings of one group of employees

compared to another.

Gives an overall position on equity that often isn’t
directly related to pay discrimination but rather to

systemic issues.

The two calculations are:

Controlled JeE\#et:10)

(i.e. adjusted or equal pay gap)

Equal pay for equal or substantially similar work.

May be explained by compensable factors that are
legally justifiable if aligned to your strategy and

consistently applied.
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The uncontrolled pay gap is the difference between the average pay of a particular group and the
average pay of the baseline group. For example, the uncontrolled gender pay gap compares the

average pay for all women to the average pay for all men.

More often, pay equity analysis focuses on the controlled pay gap. This is the pay gap that remains
once permitted factors have been considered or controlled for, such as job title, experience, and

performance. This is closer to an analysis of whether there is ‘equal pay’ in an organization.

Is pay equity analysis a planned or current initiative at your organization?

Source: 2026 Compensation Best Practice Report

29%

11%

\CH No Unsure

Overall . Top performers . Non-top performers
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Internal vs. external pay equity

Pay equity ensures that employees are compensated fairly both

internally and externally.

Pay inequity often arises from historical biases, unequal access to
opportunities, and market-based distortions. Pay inequity can be helped
along by a lack of a pay philosophy, job architecture, defensible pay
structures, or a coherent compensation strategy to handle everything

from promotions and pay increases to mergers and acquisitions.

Without these frameworks, even well-intentioned pay decisions can

produce pay gaps among employees with similar roles or skills.

( )
s )

Internal pay equity means that people
performing the same or substantially
similar work are paid the same wages
when accounting for experience, skills,

performance, and other compensable factors.

Compensation
|
Statement
Market spread
10th 90th

Pay change history

30k

20k

External pay equity focuses on
competitiveness in the broader labor
market, ensuring that salaries and total
rewards are aligned with what other

employers offer for comparable roles.
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Labor market pressures

Skills shortages and competition for talent continue to heighten pay pressures
for employers. Even with wages rising faster than inflation, perceptions of unfair
pay make it essential for organizations to offer competitive compensation and

clearly communicate the rationale behind pay decisions.

From an employer’s perspective, pay transparency and pay equity are critical

tools for attracting and retaining top talent in a tight labor market.

From an employee’s perspective, fair pay is about more than percentage
increases. Even though average U.S. wages grew roughly 3.8% from December
2024 to December 2025 — outpacing inflation at 2.7% — many workers still feel
financially squeezed. Rising costs for housing, food, healthcare, and childcare
coupled with past periods where wage growth lagged inflation contribute to

skepticism that pay increases are sufficient.

This can drive top performers to seek better paying opportunities.

Adding to the challenge, hiring activity in the U.S. has cooled, with job openings
falling to about 6.5 million — the lowest in more than five years. Job seekers
report longer searches and growing frustration with employers, creating a “low-

hire, low-fire” labor market where both opportunity and affordability feel limited.

Taken together, these dynamics — employer pressures, employee financial
strain, and labor market cooling — underscore the imperative for pay strategies
grounded in pay equity. Fair, transparent, and equitable pay not only supports
organizational competitiveness but also fosters trust, engagement, and

retention across the workforce.

YOY growth: Nominal wages vs inflation

10% —

8% —|

6% —|

4% —|

Source: Bureau of Labor Statistics
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Pay transparency pressures

Pay equity is ultimately about fairness, risk management,
and trust. In 2026, it is increasingly tied to another major
transformation reshaping compensation strategy: pay

transparency.

Transparency requirements are expanding across the U.S.
and globally. What began as state and local legislation
requiring pay ranges on job postings is evolving into broader
obligations for reporting pay gaps and communicating pay
practices. In 2026, 49% of organizations are targeting pay
transparency either at the organizational level or publicly,
which is up from 33% in 2025. This is likely being driven by

the EU Pay Transparency Directive.

The EU Pay Transparency Directive (EUPTD) sets the
standard for global pay transparency. Under its rights-to-
information provisions, employees can request details about
their individual pay, benefits, and average pay levels for roles
of equal value, broken down by gender. From measuring the
uncontrolled pay gap, employees will be able to see overall
pay disparities across the organization, regardless of role,
seniority, or other objective factors. Meanwhile, reporting
obligations in the EUPTD require employers with 100 or
more employees to regularly disclose their controlled gender
pay gap. If the reported gap is 5% or more and cannot be
explained by objective factors, employers must conduct a

joint pay assessment with employee representatives.

Describe your organization’s current position and 2026
target on the pay transparency spectrum

Source: 2026 Compensation Best Practice Report

None Required Individual Organization Public

Pay ranges and Pay ranges and Pay ranges and methodology Pay ranges and methodology are Pay ranges and
methodology are not methodology are shared as are shared with individual shared within the organization methodology are
shared. required by law. employees for their role, for active, incumbent roles to shared publicly.
beyond what is required by law. drive career pathing, talent
strategy, and org culture.

nd +16% YOY

Current Target

The complication is that each EU member state must pass its own version of the Directive into local
law, meaning employers operating across multiple jurisdictions will need to comply with a patchwork

of legislation.

Looking forward, employers need to recognize that pay transparency is not a risk; it is an
opportunity. Organizations with strong job architecture, structured pay ranges, and defensible
compensation practices are positioned to respond confidently to employee questions about pay.
Rather than fearing exposure, employers can transparently communicate their pay decisions and

demonstrate a commitment to fairness.
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Pay equity analysis is
for every organization

Pay equity applies to every organization. Regardless
of size, no company is immune from regulatory
penalties or damage to employee trust caused by

inequitable pay practices.

According to Payscale’s Compensation Best
Practices Report, out of the 60% of organizations
that say pay equity analysis is a planned or current
initiative, 50% report that their reasons are because
pay equity has been a long-standing focus,
underscoring that leading organizations recognize
fairness as a sustained commitment rather than a
periodic exercise. More than a third (36%) link it

directly to diversity, equity, and inclusion efforts.

Which of the following best describes why pay equity is a current

or planned priority for your organization? (Select all that apply)

It has been a long-standing
focus for our organization

We are responding to
evolving pay transparency or
regulatory requirements

It supports our broader goals
related to diversity, equity,
and inclusion (DEI)

It aligns with our business
objectives to address gender
and/or racial pay gaps

Leadership or board
stakeholders have prioritized it

We've seen increased turnover or
retention challenges linked to
perceived pay inequities

We've received employee
feedback indicating concern
about pay fairness

Benchmarking or market trends
indicated a need to act

None of the above

Unsure

Other

Source: 2026 Compensation Best Practice Report
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Pay equity is also deeply connected to employee trust: 15% of organizations The most common reason is the belief that workforce size or structure does
report retention challenges tied to perceived inequities, and another 15% have not warrant a formal approach (30%). Others assume they have no significant
received direct employee feedback expressing concern about pay fairness. issues (23%) or lack leadership emphasis (22%).

Leadership attention matters as well, with 19% indicating that boards or senior

stakeholders have prioritized pay equity. However, these assumptions can be risky. Pay inequities can emerge through

hiring, promotions, market adjustments, and evolving role expectations — even

Among the 29% of organizations not currently focused on pay equity, only 10% in smaller organizations or teams with only a few comparable positions. That is
say it is connected to de-prioritization of DEI, which drops to 3% for all survey why over half of organizations with 750 employees or fewer say that pay equity
respondents who answered the pay equity analysis question. analysis is an initiative, 46% for organizations with only 100 employees or fewer.

Which of the following best describes why pay equity is not currently a priority for your organization? (Select all that apply)

Source: 2026 Compensation Best Practice Report

10%
| |
Our workforce size  We have not identified It is not currently Budget limitations Other business None of We recently Current policy, legal, Unsure Other
or structure does any significant pay being emphasized or resource priorities have the above completed a pay or political
not currently equity issues in our by leadership or constraints prevent taken precedence equity review or developments have
warrant a formal pay internal reviews stakeholders us from prioritizing initiative influenced a
equity initiative it right now de-prioritization of DEI
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The shift to continuous
pay equity monitoring

Pay equity management is rapidly evolving beyond one-time compliance audits
toward a broader, more sustainable focus on pay fairness embedded into every

hire, promotion, and pay increase.

One of the most common mistakes employers make is treating pay equity as a
point-in-time project. In reality, pay equity is an ongoing process that requires
governance. Without governance, inequities can reappear quickly as employees

continuously join, leave, transfer roles, get promoted, move, or gain new skills.

Pay compression can also create pay equity challenges, such as when new hires
are brought in above more tenured employees, pay differences between levels
shrink, or employees earn more than their managers. Some organizations have
also lowered starting salaries to manage costs, which may create inequities that

surface over time.

These dynamics are further intensified by mergers and acquisitions, evolving skill
demands, and shifting market benchmarks, making pay equity harder to sustain

without continuous monitoring.

Fortunately, continuous monitoring of pay equity is possible with modern
compensation software that combines equitable benchmarking with pay increase
management so that salary offers, merit increases, and promotions that may create
pay inequity are flagged for review with scenario planning and guided workflows

for analysis, remediation, and redress.
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Did you know about Paycycle?
Paycycle gives you control over salary data
with tools and templates to model how pay
changes will impact your bottom line. It is
available independently or as an add-on to
Marketpay or Payfactors.
Learn more
\_ J
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Pay equity with Payscale
Diagnose. Act. Sustain. :0:3 PayS Cale + TrusaiC

Best for enterprise companies managing global compensation
Pay equity is no longer a one-time compliance exercise. It's an always-on,

strategic capability that must be embedded into every pay decision across hiring,
9 ROI-optimized remediation simulations, supported by Al
promotions, and internal mobility. Without clear visibility into pay risk, organizations
expose themselves to talent loss, reputational damage, and costly remediation. Regulatory workflows across 50+ jurisdictions
And the longer inequities persist, the harder, and more expensive, they are to fix.
o . . . . . EU Pay Transparency Directive readiness
Payscale helps organizations shift from reactive analysis to proactive prevention.
Payscale’s pay equity solutions enable teams to identify and address risk when Advanced salary range benchmarking & analytics

decisions are made so equity is built in, not corrected after the fact.

HRIS integration capabilities

For large and complex organizations, Payscale partners with Trusaic to deliver

a comprehensive, Al-driven pay equity solution with expert support. Together,
Payscale’s trusted compensation data and workflows and Trusaic’s advanced
analytics and regulatory expertise help organizations confidently meet compliance

requirements and sustain equitable pay practices at scale. Every organization, Pays cale Pay E qUIty

regardless of size or complexity, can access the right level of capability. Best for small and mid-sized companies just starting out

Ask for a demo ) ) )
Self-service pay equity analysis

e D Controlled & uncontrolled gap modeling

Al d - Budget-aware remediation planning
ready a customer?

Explore training on pay equity from Payscale Academy and earn R EEA R TR ¢ DRmilEEes

your Comp Fundamentals Certification. Be sure you're logged into Flexible, cost-effective equity management

your product or Payscale Collective to access the links.
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Conclusion

In this new era of transparency and accountability, pay equity is no
longer a nice-to-have or a periodic audit; it is a continuous discipline that

strengthens trust, competitiveness, and long-term workforce sustainability.

Employees increasingly expect pay decisions to be:
v Fair

v Consistent

v Explainable

v Supported by data

Organizations that cannot articulate how pay is determined — or why
disparities exist — face legal exposure, risk of attrition, and damage to

their brand.

Some leaders are asking whether pay equity efforts may slow due to cost
pressures, economic caution, or shifting corporate priorities. However,
employee expectations and regulatory momentum make it increasingly
difficult to step back. Organizations that pause or reverse pay equity
commitments risk significant reputational damage, especially if they have

already communicated fairness as a core value.

In today’s evolving labor market, organizations must invest in compensation
management best practices to navigate pay transparency, pay
compression, and pay equity together. Sustainable pay equity programs
are essential not only for compliance, but for business outcomes such as

competitiveness and employee retention.
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Ready for a modern compensation solution?

Clear, (U
pay decisions await

Experience Payscale for yourself.

Ask for a demo

Related resources

Uncontrolled 2026 Compensation
gender pay gap Best Practices Report

This “opportunity pay gap’” measures s
median salary for all men and all women.

8R¢

Women earm 82 cents for every $1 earmed by men.

2026 Gender 2026 Compensation
Pay Gap Report Best Practices Report

Download report Download report

2! Fair Pay
How to get Impact Report
leadership
buy-in on your
comp budget

Get buy-in on your 2025 Fair Pay
comp budget Impact Report

Download quick guide Download report

About Payscale

Payscale is the original compensation innovator for organizations
who want to scale their business with pay and transform their largest
investment into their greatest advantage. With decades of innovation
in sourcing reputable data and developing Al-powered tools, Payscale
delivers actionable insights that turn pay from a cost to a catalyst. Its
suite of solutions — Payfactors, Marketpay, and Paycycle — empower
top companies in the U.S. and businesses like Cintas, Zoomlnfo,
Chipotle, Brookdale Senior Living, Ohio State University, American

Airlines, and TJX Companies.

Create confidence in your compensation. Payscale.

To learn more, visit www.payscale.com.
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