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Each year, it seemsthe cycle for corporate budget planning starts a bit earlier. Many
CHROs are already being asked to providetheir salary increase budgets for 2025 at atime
when empirical dataiseither prematureor doesn’t exist. Asaresult, our clients have
asked what we are seeing or expecting based on conver sations we' ve had with other
companiesin theindustry.

Our life sciences practice collected early thoughts on the topic based on numerous

conver sations we' ve had with clients and other compensation professionalsin the sector.
With morethan three monthsleft in the year at thistime, plus multiple Federal Reserve
meetings, a presidential election, a number of federal jobsreports, and multiple other key
economic indicator s yet to be published, there s certainly room for movement in the
specific numbers. However, we think ther e s enough consistency and key themesin the
conver sations we'r e having to feel confident in sharing that infor mation.

Toground thistopic, let’sfirst define what we—and most for-profit companies—mean by
a“salary increase budget.” A salary budget breaks down into two key components. First, a
merit increase component, which is often around 75% of the overall salary budget, and
which providesfor an increaseto an individual’ s base salary based on perfor mance over
the previousyear. (Note that “merit” adjustments are sometimes confused with cost-of-
living adjustments [COLA]. While COLAs are perfectly acceptable, they are not merit-
based. They are applied equally to employees across the organization and therefore
distinct types of increases. Some companiesin our experience chooseto use COLAsin lieu
of merit, but thisislesscommon). Second, a market adjustment and promotion increase
component which isused for increasing salaries for those who are below market or whose
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salaries should be increased dueto a promotion.

Based on our client and colleague discussions, we've broken down some initial US salary
budget estimatesinto ranges acr oss two size segments within the sector.

Estimated 2025 US Total Salary Increase Budget Ranges in Life Sciences

Segment Low End Most Common  High End
Small Company (7300 employees) 0% 4.5% 5%
Large Company (>300 employees) 0% 4% 4.5%

Importantly, these rangesrepresent a deviation from previous yearsin two ways. First, we
expect more companies will be at the lower end of the range this coming year when
compared to previousyears. I n particular, thiswill be the case for those hit hardest by the
interest rate environment, including early-stage biotech companies and some pre-revenue
or early revenue medtech or tools companies.

Second, we expect the top end of the range to be more muted than in past years dueto less
spend being allocated to the market adjustment and promotion increase component of the
budget. Over the past few years, thispart of the budget ballooned dueto higher rates of
inflation, tight labor markets, and the cultural expectation of more frequent promotions as
aretention mechanism. For 2025, we expect a pull-back from those levels given a cooling
of the labor market, reduction in voluntary turnover, and arethinking around the pace of
promotions. In other words, we expect budgets to be generally more aligned with pre-
pandemic levels.

It'salso worth noting that unique circumstances may result in some companies tar geting
salary increase above the high end of our ranges. For instance, if a company hasto catch
up salaries after one or two years of salary freezes or low salary increases, then we could
see budgetsrising above 5% or 5.5%. But we expect these companiesto be the exception
rather than the norm.

In Summary

Aswe progress towar ds year -end, mor e accur ate data will become available to support
salary planning. In the meantime, human resour ces departments can be confident in using
these projected ranges as a guide in their budgeting process, and apply their specific facts
and circumstances to determine wherein the range they should fall.
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