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Abstract 

Artiklen undersøger implementeringen af EU-direktiv 2023/970, som fra 2026 skal fremme 

princippet om lige løn for lige arbejde gennem øget løntransparens. Direktivet stiller blandt 

andet nye krav til lønrapportering og indebærer sanktioner mod virksomheder, der ikke 

overholder reglerne. Målet er at mindske kønsbaseret lønforskelsbehandling gennem mere 

åbenhed. 

Formålet med artiklen er at belyse, hvordan øget løntransparens påvirker organisationer. Det 

overordnede forskningsspørgsmål er, hvordan vil direktivet påvirke en organisation? Dette 

undersøges gennem tre underspørgsmål: Hvilke HR-arbejdsområder bliver berørt? Hvilken 

rolle spiller kommunikation i forhold til øget løntransparens? Og hvordan kan en organisation 

forberede sig på EU-direktivet? 

Artiklen bygger på en induktiv tilgang med afsæt i et litteraturreview, som viser mangel på 

kvalitative studier på området. Derfor er der anvendt semistrukturerede interviews med 

medarbejdere fra en virksomhed. Undersøgelsen er forankret i et socialkonstruktivistisk 

paradigme, hvor viden anses som skabt i sociale og sproglige kontekster. Data er analyseret 

ved hjælp af tematisk analyse efter Braun og Clarke. 

Resultaterne viser, at kommunikation er central i håndteringen af øget transparens. En klar 

og sammenhængende kommunikation både internt og eksternt er vigtig for at skabe tillid og 

undgå misforståelser. Organisationer bør identificere og justere eventuelle skæve 

lønniveauer, inden direktivet træder i kraft. Ledere spiller en vigtig rolle som første 

kontaktpunkt for medarbejdere og bør derfor klædes godt på. 

To centrale HR-områder bliver især påvirket: tiltrækning og fastholdelse af medarbejdere. 

Direktivet kan få organisationer til at gentænke deres samlede medarbejdertilbud, især ikke-

monetære goder. Øget transparens kan desuden føre til flere henvendelser fra medarbejdere 

om deres løn. Selvom undersøgelsen er kontekstspecifik, vurderes resultaterne at være 

relevante for lignende organisationer. Artiklen afsluttes med konkrete anbefalinger til 

virksomheden, som kan støtte forberedelsen på direktivets krav. 
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Introduction 

Since the establishment of the EU Directive 2023/970, referred to as the EU Directive 

throughout this paper, the concept of transparency, particularly focused on salaries, has 

gathered increased interest across the European labor market. The EU Directive aims to 

reduce the gender pay gap and is intended to enhance fairness in remuneration. To 

accomplish this, the Directive has established concrete obligations for employers regarding 

the disclosure of salary information, both internally and externally. These obligations set by 

the Directive are of special interest for HR departments, since they will directly affect current 

practices, for instance how organizations communicate to both their current employees and 

prospective talent. As a result of this, organizations across Europe must now see to adopt not 

only the legal requirements set by the Directive, but also the inevitable shift in communication 

and culture, which will most likely challenge the traditional norms around the discussion of 

salary and compensation. 

 

Often, when the Directive has been discussed both in articles and in academic research it has 

been focused on the legal and economic implications of the implementation, and less 

attention has been given to its impact on communication within organizations. For example, 

the EU Directive touches on several key areas of business communication and HR practices, 

including job postings where salaries must be displayed, existing employer branding may be 

challenged, and internal transparency will be increased to empower employees. Because of 

this, many existing organizational strategies are now under increased scrutiny, since 

organizations are expected to align their communication practices with the Directive’s 

emphasis on fairness, equality, and openness. For HR professionals, this presents both 

opportunities and challenges. HR departments must now attempt to maintain a compelling 

employer brand, while also ensuring compliance with the new legal requirements. 

Furthermore, they must also consider how the Directive will influence the discussion around 

pay structures and remuneration and the consequences thereof. 
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Pay Transparency and Communication 

Pay transparency refers to organizations being more open about remuneration and more 

openly displaying their pay structures and salaries to stakeholders, both current and possible 

future employees for example. Pay communication can range from complete secrecy to 

complete transparency: “pay communication can be seen as a continuum, ranging from 

complete secrecy, where employees have no information about pay, to complete 

transparency, where individual employees' salaries are publicized” (Stofberg et al., 2022). Pay 

transparency can therefore be viewed as open pay communication with a complete openness 

about pay structures, salary ranges, average salaries etc. to employees and external 

stakeholders. As the new EU Directive becomes effective in 2026 (EU Directive 2023/970), it 

enforces new pay transparency measures upon organizations and thus pay information will 

be more available for both job seekers and employees than before, causing the need for 

organizations to assess their current pay structures as well as their pay communication both 

internally and externally. As will be explained throughout the article, current research shows 

that pay transparency can affect work environment within an organization, as well as other 

areas of great importance to an organization. These are areas such as employee retention 

and attraction of candidates, as will be explained through the research in the literature review 

section of the paper (Alterman et al., 2021; Stofberg et al., 2022). 

 

The EU Directive, which is to be implemented by all member states by June 7, 2026, is meant 

to combat pay discrimination in organizations and to serve as an initiative to reduce or close 

the existing pay gap between men and women (EU Directive 2023/970). Data from 2021 

states that women earn on average 13 percent less per hour than men (European Council, 

2025). Due to the coming EU Directive, EU organizations will, among other things, be required 

to share information regarding starting salary or pay range for positions to job seekers in the 

written job posting or in other ways ahead of a job interview. Organizations must also be able 

to inform employees of average pay levels for categories of employees doing the same work, 

or work of equal value, and showcase their pay levels for each gender. Organizations must 

also inform employees about the criteria that is used to determine pay and career progression 

as a way to prevent any discrimination. The EU Directive is intended to ensure rights to equal 

pay for equal work. It is meant to help employees detect and challenge pay discrimination 

and raise awareness among employers to recognize discriminatory and gender-based pay 
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differences, while strengthening the transparency of their pay systems and limit bias in regard 

to pay (European Council, 2023; European Council, 2025). 

 

The Relevance of Investigating Pay Transparency and its Impact on Organizations 

The Directive concerning increased pay transparency for all EU member states is developed 

on the background of wanting to create more equity in society, especially between men and 

women in terms of remuneration. The main objective of the Directive is in short to change 

legislation impacting organisations to improve their responsibility regarding delegation of pay 

and benefits to different employees for equal work, combatting discrimination and bias in 

terms of determining pay, and making them responsible by determining preset reporting 

requirements to enhance focus on the topic. The background for the Directive is based on 

data from within the EU: “The Union gender pay gap persists: it stood at 13% in 2020, with 

significant variations across Member States, and has decreased only minimally over the last 

ten years” (EU Directive 2023/970, Recital 15). Other sources also state that the gender pay 

gap is a problem worldwide, where women in general suffer poorer labor conditions than 

men, including limited participation in decision-making positions as well as lower wages, 

affecting women’s quality of life and their risk of exposure to poverty, thereby making it a 

critical and relevant issue in society and for organizations (Santero-Sánchez & Núñez, 2025; 

Schifman et al., 2021). 

 

Think tank Equalis illustrates through their research that women on average earn 12 percent 

less than men in comparable positions within the public sector in Denmark. The difference 

between men and women’s pay is even greater in municipal management positions, where 

women earn 18 percent less than men (Equalis, 2025). This research supports the claims 

stated by the European Commission, highlighting pay differences between men and women 

across all EU member states, and Denmark is no exception. News medium TV2 also points out 

that the gender pay gap is larger in Denmark than in other comparable countries in the EU, 

such as for example Sweden, thus highlighting the need for change which increased pay 

transparency might help along (Graversen, 2024). 

 

Research suggests that only few Danish companies are prepared for the changes that the EU 

Directive will bring. A study conducted by The Danish IT Society, based on the Børsen Top1000 
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companies (the 1000 largest companies in Denmark), found that only few companies have 

assessed the implications that the EU Pay Transparency Directive has for their organization. 

Their data shows that only 24 percent of the companies have ‘strongly assessed this’ and 32 

percent have ‘partially assessed this’, which indicates that only few Danish companies are 

prepared for the changes that will be brought by the new Directive next year (Rambøll 

Management Consulting & The Danish IT Society, n.d.). This research indicates that the 

companies are not ready to comply with the new EU Directive and thus a need to prepare for 

the changes as well as an increased focus on equity at the workplace in general becomes 

relevant for all companies impacted by the new legislation. 

Research Question 

The purpose of the article is to contribute to the knowledge of how increased pay 

transparency affects an organization internally and externally due to the changes brought by 

the EU Directive. To accomplish this, we have created the following research question: 

 

How will the EU Directive 2023/970 impact an organization? 

 

In connection with the research question the following sub-questions were created: 

 

1. If any, which areas within HR will be affected by the Directive?  

2. What role does communication play for an organization with regard to increased pay 

transparency? 

3. What steps should an organization take to prepare for the Directive? 

Review of existing literature 

With the European Union (EU) having confirmed that they will be introducing pay 

transparency within all European member states by 2026, it has become a critical issue in 

labor markets and organizational policy. Within this section of the paper, we will conduct a 

literature review of existing research conducted within the area of pay transparency and its 

effects. Advocates have argued that pay transparency helps foster fairness, reduce gender-
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based pay gaps, which is a key focus area for the Directive, and enhance employee trust. 

Critics suggest it may lead to wage compression, reduce employee bargaining power, and 

have other unintended negative consequences (Arnold et al., 2023; Lam et al., 2022; Obloj & 

Zenger, 2022; Wong et al., 2023). This literature review will synthesize the findings from 

several studies, which will be grouped into three themes: theoretical perspectives, empirical 

wage effects, and employee retention and behavior.  

Theoretical Perspectives on Pay Transparency 

Several of our chosen studies explore the theoretical implications of pay transparency, 

highlighting both its intended and unintended consequences, both negative and positive. 

Arnold et al., (2023, p. 18) argues that pay transparency helps empower employees by 

providing them with clear salary benchmarks and expectations, which can enhance fairness 

in negotiations. Furthermore, Cullen & Pakzad-Hurson (2021, p. 11) used Bargaining Theory 

to demonstrate how pay transparency can shift power from the employee to the employer, 

since it may reduce overall wages. Their model suggests that when employees have 

complete information, organizations can more credibly refuse to offer a salary that is 

outside of a set pay band, which in turn lowers overall bargaining power for the individual 

employee. Cullen & Pakzad-Hurson (2021) assume this position since they believe 

organizations will adopt this approach to mitigate potential ripple effects where an 

employee was able to negotiate a higher salary, which could lead to multiple instances of 

employees wanting to renegotiate, a process that is triggered by transparent pay structures. 

Cullen & Pakzad-Hurson thereby argue that while a small group of underpaid employees 

might see a pay increase to adjust for the created pay band, a larger group, especially high 

performing employees, will conversely lose the ability to negotiate on an individual level. 

Obloj & Zenger (2022, p. 653) have applied Principal-Agent Theory, and have suggested that 

pay transparency can flatten the existing pay structure, which may have implications for 

how organizations approach performance-based remunerations and incentives. 

 

Furthermore, pay transparency may also cause organizations to reduce the variability in 

salaries to avoid potential conflicts among employees, which in turn may affect motivation 

among the top performing employees who seek financial compensation or rewards for their 
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contribution to the organization. Wong et al. (2023, p. 490) have applied the Transparency-

Privacy Model and Compensating Wage Differentials Theory to show that organizations may 

respond to the Directive by shifting their remuneration to less visible forms, such as non-

monetary benefits, to maintain some flexibility in their compensation strategy. According to 

Wong et al. (2023), the Transparency-Privacy model suggests that managers may react to 

increased pay transparency by concealing other compensation mechanisms, leading to a 

paradoxical system, where transparency drives less transparent compensation structures 

(Wong et al., 2023). 

Empirical Study on Wage Effects 

A study that examined the wage effects of pay transparency reports mixed results. Arnold et 

al. (2023, p. 18) has found that salary disclosure laws in Colorado, USA, led to a three percent 

increase in posted salaries, which suggests that pay transparency drives competition among 

organizations. Furthermore, when employers must disclose salaries in job postings, they will 

be passively required to adjust their offering salary to align more closely with market 

expectations to attract top talent. However, the study also found that this effect is more 

pronounced for higher-paying positions, where salary benchmarks and expectations are more 

crucial for attracting the best talent.  

Employee Retention and Behavior 

A study found that employees factor in perceptions of organizational fairness and justice in 

relation to pay transparency communication. The study showed that an environment with a 

perceived fair distribution of pay between employees, along with the increased pay 

transparency, can result in a reduction in employee turnover as a result of the increased pay 

transparency information (Alterman et al., 2021). According to Stofberg et al. (2022), 

voluntary pay transparency communication has also shown to build higher levels of trust 

between employer and employee, as well as a heightened perceived organizational support, 

which in turn have a positive impact on organizational commitment. However, pay 

transparency has also been associated with employee discontent if the pay transparency 

information means that employees learn about pay inequalities and pay discrimination in 

their organization (Stofberg et al., 2022).  
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Another study found an increase in turnover rate for the lower-earning employees at a 

university in the years following a pay transparency experiment. Workers with salaries below 

the median for their pay unit reported lower job satisfaction and an increase in the likelihood 

of searching for a new job, whereas the above-median earners were unaffected by the new 

information about their peers’ salaries (Card et al., 2012).  

A big national survey done in the USA by Payscale researched pay transparency and its effects 

on employee retention “The research found that pay transparency increases retention but 

other variables such as a company’s future outlook, fair pay perception, workplace culture, 

and manager relationships have a greater impact on job-seeking behavior” (Payscale, 2023, 

Video summary of findings section). This research was based on an online survey and aimed 

to look into how pay transparency affected retention and job-seeking behavior in employees. 

The survey included analyzing over 500.000 responses of US workers across different 

industries. According to their data analysis, when pay transparency increases, meaning it does 

not have to be fully transparent, intent to seek a new job decreases by 30 percent on average. 

As pay transparency increases, the likelihood that employees would be searching for a new 

job decreases. However, Generation Z respondents had different results, as the intent to seek 

a new job increased by 3 percent as the pay transparency increased for these respondents. 

This is explained by Generation Z being the younger generation and therefore more likely to 

seek out a new job when pay becomes more transparent, in order to earn a higher pay. 

According to Payscale “Younger workers want pay transparency because they are more 

anxious about their pay and more sensitive to injustice than more established workers who 

are being paid more due to tenure and experience.” (2023, Pay transparency's impact by 

generation & industry section). 

The study also researched how pay transparency impacts employee retention in connection 

with other factors that may also impact job-seeking behavior in employees. These factors 

include the employee’s relationship with their manager, the company culture, fair pay 

perception, and the belief that the company has a bright future ahead of it. All these factors 

were analyzed using logistic regression, and it showed that pay transparency was not the 

biggest factor among these to impact retention when analyzed in comparison to these other 

factors, highlighting again the many factors that may impact retention and attraction of 

candidates. As a standalone factor, pay transparency does hold an impact on retention 
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according to the research (Payscale, 2023). The study also found that pay transparency and 

its impact on job-seeking was tied directly to the perception of fair pay. So, if an employee 

did not perceive their pay to be fair, meaning that if pay becomes more transparent to 

employees, there would be a risk of gaining discontent employees. If they perceive that their 

pay is not fair, it might make employees seek out other jobs with a pay that they perceive is 

fairer. The overall findings of the research also found that pay transparency is best 

implemented with a pay communications strategy, as well as ensuring that pay is distributed 

fairly and equitably between employees (Payscale, 2023).  

 

As mentioned through the examples of previous research here, there is a lack of consensus 

about the impact of pay transparency on employees and on organizational outcomes, such as 

employee retention and employee attraction (Stofberg et al., 2022). 

As we can see from the available literature, the various outcomes of pay transparency can be 

both negative and positive. The potential positive outcome of a more open pay-

communication creates the possibility for increasing trust between employer and employee, 

increasing positive perceptions of the organization, and a reduction in employee turnover. If 

pay is perceived to be distributed fairly and consistently in relation to performance, employee 

productivity could increase as well. However, the possible negative outcomes of pay 

transparency can also result in distrust between employer and employee, low morale, 

reduced job performance due to minimized motivation, and strained commitment towards 

the organization. If transparent pay structures reveal that some colleagues earn more, it could 

lead to strained workplace relationships due to envy of higher paid coworkers, and overall 

decline in productivity (Stofberg et al., 2022; Lam et al., 2022; Payscale, 2023). 

The current research on pay transparency states that it may sometimes have contradicting 

effects on organizations. It becomes apparent that the effects of pay transparency on 

organizations can be divided into some key focus areas: its impact on recruitment and 

employee retention, it becomes clear from the research that transparent pay information can 

impact employees’ perceptions and engagement which could influence employee retention. 
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The EU Directive in Detail 

This section will explain the key areas of the EU Directive, in order to study how the Directive 

will impact organizations and the new requirements it will demand of them in order to 

comply. The EU Directive has to be implemented into national Law by June 7, 2026, by the 

latest. The Directive applies to all companies within the EU, in both public and private sectors. 

The focus area of the Directive and the purpose of it is to limit discrimination in pay between 

the genders due to the overall inequality between women and men’s pay levels, which has 

only decreased minimally over the last 10 years and thus remains a prominent issue. The aim 

of the Directive is to impact the job market and promote equal pay for equal work by 

improving the companies’ accountability and pushing for a fairer and more equitable 

outcome for workers (EU Directive 2023/970). The Directive is meant as a step towards 

ensuring the right to equal remuneration and benefits for all employed persons for equal work 

or work of equal value. Incorporating the Directive into national laws aims to eliminate 

inequalities and to combat discrimination based on sex in policies in line with EU’s values (EU 

Directive 2023/970, Recital 3). 

 

The new EU Directive builds on a previous Directive from 2006, stating that the Directive:  

 

provides that for the same work or for work to which equal value is attributed, direct 

and indirect discrimination on grounds of sex with regard to all aspects and conditions 

of remuneration is to be eliminated. In particular, where a job classification system is 

used for determining pay, it is to be based on the same gender-neutral criteria and 

should be drawn up so as to exclude any discrimination on grounds of sex. (EU 

Directive 2023/970, Recital 10) 

The increased transparency surrounding remuneration is meant to combat gender bias and 

discrimination integrated in pay structures of an organization. With the new Directive, 

organizations will have to review their existing pay structures to ensure a fair pay based on 

objective, gender-neutral and bias-free criteria, such as for example performance and 

competencies of the individual. 

 



Klaus Bromberg & Melina Marie Frislund 

11 
 

The main changes brought by the new Directive that organizations must be aware of and 

prepare for are: 

 

● An applicant for employment must always be informed of the initial pay or the pay 

range for the specific position prior to attending a job interview: 

Applicants for employment should receive information about the initial pay or 

its range in a manner such as to ensure an informed and transparent 

negotiation on pay, such as in a published job vacancy notice, prior to the job 

interview, or otherwise prior to the conclusion of any employment contract. 

(EU Directive 2023/970, Recital 32)  

An employer is also not allowed to enquire about the current pay or prior pay history 

of an application for employment (EU Directive 2023/970, Recital 33). 

 

● Employers must make it accessible for employees to gain knowledge about the criteria 

that are used to determine pay levels and pay progression. This means how a worker 

can move to a higher pay level, for example based on individual performance, skills 

development or seniority. These criteria must be objective and gender-neutral (EU 

Directive 2023/970, Recital 35). 

 

● Employers should inform workers of their right to this knowledge on an annual basis 

and may choose to voluntarily provide it on their own initiative without employees 

having to request it: 

 

All workers should have the right to obtain information, upon their request, on 

their individual pay level and on the average pay levels, broken down by sex, for 

the category of workers performing the same work as them or work of equal 

value to theirs. (EU Directive 2023/970, Recital 36) 

 

● Organizations with at least 100 employees should regularly report on pay on their 

website or make them publicly available in another manner. This is meant for 

employers to evaluate, and monitor pay structures and policies in order to comply 

with the principle of equal pay, as well as take measures to remove inequalities when 
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differences in average pay is not justified. It also makes it possible for workers, 

stakeholders, public authorities etc. to monitor the gender pay gap. If there is an 

unjust pay gap of at least five percent, the employer must remedy the pay difference 

or carry out a joint pay assessment in collaboration with workers’ representatives in 

order to remedy and prevent differences in pay between men and women in their 

organization (EU Directive 2023/970, Recital 38). 

 

● Gender-based pay discrimination must be compensated by the company, and the 

burden of proof will be shifted from the employee to the employer:  

 

It should include full recovery of back pay and related bonuses or payments in 

kind, as well as compensation for lost opportunities, such as access to certain 

benefits depending on pay level, and for non-material damage, such as distress 

because of the undervaluation of work performed. (EU Directive 2023/970, 

Recital 50) 

 

● Employers will receive penalties if not compliant with the new legislation, as each EU 

member state must establish their own appropriate penalties to ensure compliance 

with the EU Directive, as for example fines (EU Directive 2023/970, Article 23). 

 

Methodological Framework  

This section will discuss the methodological framework in this project, including the research 

design, the specific interview method, data selection and collection, and the philosophy of 

science. Furthermore, advantages and disadvantages of the chosen approach will be reflected 

upon and accounted for.  

 

Two main approaches to research persist, namely a researcher can take an inductive or a 

deductive approach. A deductive approach aims to base fundamental assumptions on existing 

theory around a specific topic. Here focus is on creating hypotheses with the objective of 

testing them, namely moving from the general to the specific. In contrast to a deductive 
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approach is the Inductive approach, which moves from the more specific to the more general 

by exploring a phenomenon and collecting data to create broader generalizations or theories 

(Andersen, 2019).  

Based on the knowledge from the literature review, an inductive method was chosen as the 

research question explores a topic on which there is minimal existing literature in a Danish or 

European context, comparatively to the United States of America, thus it becomes 

appropriate to work inductively by generating data and subsequently analyzing and reflecting 

upon which theoretical themes the data is suggesting (Saunders et al., 2012, p. 160).  

Philosophy of science 

This article is grounded in the social constructivist paradigm, which asserts that knowledge 

and reality are not objective or fixed but are continuously formed through social interactions, 

shared meanings, and cultural contexts (Berger & Luckmann, 1966, pp. 27–30). From this 

perspective, pay transparency is not merely about factual salary disclosures, but rather a 

socially constructed phenomenon shaped by language, values, organizational culture, and 

external influences. 

Social constructivism challenges the idea of universally accepted definitions of fairness, 

equity, and transparency. These concepts are interpreted differently across societies, 

organizations, and individuals, and are continually redefined through experience and 

communication. Berger and Luckmann (1966, p. 15) emphasize that reality becomes taken-

for-granted through everyday social processes, and that what individuals perceive as normal 

or fair is shaped by their social environment. Therefore, what one organization views as 

transparent might be perceived differently elsewhere, depending on legal structures, labor 

market norms, or national culture. 

Language plays a central role in creating and maintaining these shared understandings. As 

Berger and Luckmann note, “Language objectivates the shared experiences and makes them 

available to all within the linguistic community” (1966, pp. 85–86). In this sense, how 

organizations communicate about pay, whether through formal policies, job postings, or 

internal dialogue, shapes how employees and candidates understand and interpret 

transparency. 
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Moreover, understandings of pay transparency evolve over time as social norms and 

workplace expectations shift. As Nwafor et al. (2012, p. 45) argue, unnoticed cultural values 

and assumptions influence our version of reality, which means that even within a single 

generation, perspectives on transparency can change significantly. Thus, from a social 

constructivist standpoint, the meaning and practice of pay transparency will likely continue 

to develop as the EU Directive is implemented and interpreted across diverse organizational 

and national contexts 

Semi-structured Interview 

An interview method is a fitting data collection method if a researcher desires to understand 

the subjective perspective of the interviewee. The qualitative interview is a structured and 

purposeful conversation, and it provides a means through dialogue to make sense of the 

meaning of specific events, experience, or phenomena (Roberts, 2020, p. 3187). The interview 

can be used to capture an insight into the subjective point of view of the interviewees’ 

regarding a specific topic.  

 

In preparation for the data collection, a semi-structured interview format was chosen and an 

interview guide composed. The interview guide is composed of a list of questions related to 

the research question, along with potential follow-up questions, and is used to provide 

structure and focus for the interview process, as recommended by Brinkmann & Kvale (2014). 

The interview guide should consist of both broad and open-ended questions and should invite 

the participant to provide a detailed answer of the topic being explored. The questions should 

be worded in a way that they are free of assumptions and allow for complex answers, as a 

way to convey to the participant that the interviewer is open to different aspects (Roberts, 

2020). The semi–structured interview is composed of a blend of both open- and closed-ended 

questions, as well as additional follow up questions throughout the interview process to 

deepen the understanding of the participant’s answers if necessary. The interview guide was 

composed to keep track of all relevant questions and to keep a common thread throughout 

the interviews, on the basis of the research question and purpose of the article. However, as 

participants answer the questions their answers may potentially deviate away from the 

question or overall topic. With a semi-structured interview as the chosen method, the 
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interviewer(s) still controls the progress of the interview by following and returning to the 

interview guide as needed (Andersen, 2019). The guide itself does not need to be followed 

strictly, and order of questions may differ in each interview depending on the conversation, 

as the interview guide should allow for flexibility and opportunities to ask follow-up questions 

according to what the participant is expressing within the interview (Roberts, 2020). The semi-

structured interview was chosen, as it is a method well suited for examining a topic in great 

detail, where the interviewees can state personal thoughts and opinions on a topic, and 

where open-ended questions require follow-up queries as the conversations unfolds (Adams 

et al., 2015). 

 

About one hour is considered a reasonable length of time for a semi-structured interview, in 

order to minimize fatigue for both the participant as well as the interviewer (Adams et al., 

2015). Our interviews were set to take a maximum of 50 minutes per interviewee, as this was 

the amount of time that the participants could set aside for the interview process. All of the 

interviews were held digitally, as the chosen participants are located both far away and far 

apart. Some participants were interviewed in Danish and others in English, as we determined 

that letting the participants speak in their native language would allow them to answer the 

questions more fluently and detailed, not to risk limiting their answers.  

 

To analyze our empirical findings, we chose to record the interviews and draft transcriptions. 

As spoken language differs from written language, some statements may appear incoherent 

in a verbatim transcription (Brinkmann & Kvale, 2014, p. 204). To ease the readability and 

understanding of the participants’ answers, we have decided to omit expressed words that 

were repetitive and unnecessary, if these were unrelated to the meaning of the participants’ 

answers. 
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Description and selection of participants 

The data collection was conducted in collaboration with employees from a global industrial 

technology company specializing in mobility solutions. A qualitative method was applied, 

using purposeful sampling to identify participants with relevant expertise in HR, 

compensation, and related areas. Selection was based on who could best contribute to 

understanding the research topic and address key aspects of the EU Directive.  

Identifying and selecting participants for the study is based on the background of who can 

best enhance the understanding of the topic and research question, as well as being able to 

“inform important facets and perspectives related to the phenomenon being studied” 

(Sargeant, 2012, p. 1). Their daily work would likely be affected by the EU Directive, both in 

preparation and upon implementation, making their perspectives particularly relevant. 

The number of participants was influenced by both access to the company and time 

constraints. Ideally, the number of participants required to fully inform all important elements 

of the study is sufficient when additional interviews do not result in identification of new 

concepts, meaning the data is saturated enough. Determining when this point occurs requires 

data collection and analysis to occur in an interactive cycle (Sargeant, 2012, p. 1).  

 

Thematic analysis as a method 

Thematic analysis is a qualitative analytic method that is used for identifying, analyzing, and 

reporting themes or patterns within qualitative data. It is a tool that helps the researcher to 

discover themes and concepts embedded in the data. What is a theme or pattern within the 

data? “A theme captures something important about the data in relation to the research 

question and represents some level of patterned response or meaning within the data set” 

(Braun & Clarke, 2006, p. 82). Ideally, there will be a number of instances of the theme across 

the data set. However, more instances do not necessarily mean the theme itself is more 

crucial than other themes, “A theme might be given considerable space in some data items, 

and little or none in others, or it might appear in relatively little of the data set” (Braun & 

Clarke, 2006, p. 82). The researcher’s judgement is used to determine what a theme is, as 
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Braun & Clarke states, rigid rules determining what a theme is does not benefit a thematic 

analysis approach, as it requires flexibility as to how one can determine a theme. It is essential 

that the theme captures something important in relation to the purpose and research 

question. It is important to note that the most relevant or important themes in relation to the 

research question might not be the most prevalent ones in the data or across data sets. 

However, the way that the researcher determines themes needs to be consistent throughout 

the entire analysis. According to Braun and Clarke, there is no right or wrong method of 

determining prevalence in thematic analysis (Braun & Clarke, 2006).  

We decided to conduct the thematic analysis with an inductive approach, meaning that the 

themes that are identified are strongly linked to the data itself, and not based on the 

researcher’s theoretical interest in the topic: “Inductive analysis is therefore a process of 

coding the data without trying to fit it into a pre-existing coding frame, or the researcher’s 

analytic preconceptions.“ (Braun & Clarke, 2006, p. 83) 

 

The analytical process begins when the researcher starts looking for patterns of meaning and 

potential coding schemes, and this may already be happening during the data collection. We 

will be using Braun & Clarke’s guide of six phases within thematic analysis. The analysis is seen 

as a process over time, where the researcher is moving back and forth and not a linear process 

of moving from one phase to the next. Phase one contains familiarizing oneself with the data 

through transcribing, and re-reading the data, as well as noting down any initial ideas and 

thoughts. Phase two is where the researcher generates initial codes throughout all the data 

systematically, dividing the data into groups with initial keywords or codes. In phase three, 

the researcher groups all the coded groups into potential themes. Phase four is reviewing the 

themes and creating an overview. Phase five the researcher can begin to name the final 

themes and possible sub-themes. In order to refine each theme. Phase six is the final phase, 

and it consists of selecting data extracts to show the reader the background for the analysis 

and to write the analysis (Braun & Clarke, 2006, p. 87).  
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Reliability and validity  

Reliability is concerned with the degree to which the results and conclusions from a study are 

credible, consistent over time, and can be reproduced by other researchers (Golafshani, 2003, 

p. 598). The validity of a study determines whether or not the research measures what it was 

supposed to measure (Golafshani, 2003, p. 599). 

As mentioned by Golafshani, the terms reliability and validity stem from a positivist 

epistemology used in quantitative research and should be redefined for their use in a 

naturalistic approach, such as this study. Ensuring reliability in qualitative research therefore 

focuses on credibility and trustworthiness of the study. Validity in the context of qualitative 

research is concerned with whether or not it examines the intended topic or phenomenon 

that it was supposed to (Golahshani, 2003). 

Considering the selected qualitative method of a semi-structured interview, criticism prevails 

and argues that reliability of the study is generally weak due to the subjectivity of the 

interviews. The findings of the study are dependent on the individuals interviewed and how 

they regard the topic, as well as the company they are tied to. If the study was conducted 

with participants from another context or company, the outcomes could differ, and the 

results would therefore be difficult to reproduce. The semi-structured interview method also 

limits the extent to which the study could be reproduced. Similarly, the role of the researcher 

and their possible assumptions, biases, and relation to the interviewees impact the data 

collection. In order to acquire a higher degree of reliability and validity, the chosen method 

and the specific analytical process were accounted for. All interviews were conducted using 

the composed interview guide. The themes in the thematic analysis were examined with the 

use of verbatim quotations from the interviews, which were also transcribed in order for 

others to be able to read and independently examine the data.  
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Empirical findings and analysis  

Theme 1 – Current Level of Pay Transparency 

Pay is not openly discussed within the organization, and transparency is limited to HR and 

leadership. A Global Compensation Framework (GCF), is being developed to set objective pay 

bands, but is incomplete. While participants support more openness, they note that the 

Directive is the main driver. Concerns remain about addressing existing pay discrepancies 

before employees gain access to salary information. 

Theme 2 – Organizational Challenges to Comply 

Key challenges include meeting reporting requirements, ensuring accurate benchmarking, 

and correcting salaries below market levels. A unified HR system supports data consistency, 

but manual upkeep is demanding. Publishing salary ranges may cause dissatisfaction if they 

reveal pay gaps. Financial constraints make widespread salary adjustments difficult, requiring 

careful prioritization and communication. 

Theme 3 – Leadership Development 

Managers will be on the front line of pay discussions and must handle them with fairness, 

clarity, and empathy. Currently, many are underprepared for sensitive conversations about 

equity. Leadership training must address both Directive requirements and the interpersonal 

skills needed to maintain trust. HR can guide strategy, but day-to-day responsibility will rest 

with line managers. 

Theme 4 – Equity and Fairness 

Transparency is seen as a way to empower employees and candidates, but it may expose 

uncomfortable inequities. Communication is essential to explain legitimate pay differences 

such as geography or experience. Past inconsistencies, including benefit disparities, will 

require resolution. Participants see potential for transparency to strengthen trust if pay 

structures are competitive and well-communicated. 
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Theme 5 – Talent Retention 

Salary transparency alone will not keep employees. Workplace culture, job satisfaction, and 

leadership quality are equally critical. However, visibility of pay bands could prompt internal 

moves or exits, especially if gaps appear unfair. Organizations must align salary 

competitiveness with a clear Employee Value Proposition (EVP) to retain staff in a transparent 

environment. 

Theme 6 – Talent Attraction 

Publishing salary ranges will shift recruitment dynamics by reducing negotiation flexibility and 

setting clear expectations. This may benefit equity but could deter high-value candidates 

accustomed to higher offers. Pay bands must align with internal structures to avoid damaging 

credibility. Clear career progression within bands can strengthen attraction efforts. 

 

Theme 7 – Impact on Salary Negotiations 

Transitioning to pay transparency requires cultural change. The move from secrecy to 

openness will challenge established norms but offers an opportunity to build trust. Success 

depends on consistent internal communication, leadership alignment, and a shared 

understanding of pay policies. Transparency must be part of a broader cultural shift toward 

fairness. 

Summary of Analysis 

We set out to investigate how organizations will be impacted by the EU Directive with a 

particular focus on organizational readiness, and the anticipated implications on an 

organization’s HR departments, communication, and how they can prepare. To do this, we 

have conducted a thematic analysis based on the interviews with employees from various 

roles within an organization. Seven themes were identified through the analysis of the data: 

Current Level of Pay Transparency, Organizational Challenges to Comply with the Directive, 

Leadership Development, Equity and Fairness, Talent Retention, Talent Attraction, and 

Impact on Salary Negotiations. 
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Our findings indicate that the current level of awareness about the Directive is limited. Pay is 

not a topic that is openly discussed or promoted, and the organization has not shown any 

indication to develop a culture where remuneration is discussed freely among colleagues. 

However, our participants do recognize that the EU Directive will require both structural and 

behavioral changes. Some of our participants did mention that there was some work being 

done in the background, it is still in early development. 

They have developed a Global Compensation Framework (GCF) which was created to support 

a more structured and fair approach to compensation. And while several of our participants 

expressed support for the GCF exercise and increased transparency as a whole, it becomes 

evident that pay-setting practices are currently not standardized across the entire 

organization. This is indicated by differences in pay for the same role, questions surrounding 

the legitimacy of benchmarking data, and a lack of clear policies for addressing outliers which 

remain a challenge for the organization. 

Leadership development was highlighted by multiple participants as a crucial focus area for 

improvement. Since managers will be expected to lead sensitive conversations around 

fairness and pay, there is strong emphasis on providing the managers with the necessary tools 

to handle these conversations in the current manner. Communication skills and emotional 

intelligence were indicated to be of extreme importance to accomplish this in a fair, equitable, 

and empathic manner and to limit possible negative consequences. Generally, our 

participants viewed transparency as a supportive and positive step towards fairness, but they 

also foresaw some challenges, situations where historical discrepancies or perceived 

injustices are brought to light. Another aspect of this is the lack of a clear communication 

strategy, which indicates a weak point for the organization. The lack of clear communication 

strategy could lead to dissatisfaction among employees. 

With regard to talent retention, our research indicates that pay transparency alone is unlikely 

to retain talent. Our participants highlighted other key areas such as leadership quality, 

working environment, and development opportunities. Yet, the increase in transparency 

might influence internal mobility within the organization. Talent attraction is expected to 

change significantly, considering candidates will now have access to pay information prior to 

interviews, which shifts the power dynamic toward the candidate rather than the recruiter. 

This means that organizations will have to consider how they advertise their job 
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opportunities, what other areas they should focus on more, and what areas of their EVP 

becomes their main selling point. 

Methodological Discussion 

This section focuses on the methodological implications of the study. The chosen research 

design impacts the data collection and thus evaluating the chosen method and considering 

alternative approaches that could have been utilized in the study becomes appropriate. The 

semi-structured interview method was chosen to gain in-depth information from individuals 

which is supported by our selected philosophy of science, namely social constructivism. The 

semi-structured method enabled participants to highlight key areas or elaborate on topics 

they found to be relevant which helped foster a deeper understanding of the topic in 

comparison to the existing literature on the topic of pay transparency, which is mainly based 

on quantitative data collection. The possible disadvantage of this method is tied to the limited 

generalizability. However, it was determined that a qualitative method could add new 

knowledge to how an organization is impacted by increased transparency that a quantitative 

method would not be able to identify in detail. As conversations unfolded through the 

interviews, new understandings of the topic were created in collaboration between 

researcher and participant. 

 

As an alternative to the interview method, a focus group interview could have been 

conducted as the chosen method for the data collection. Focus group interviews are typically 

used to create a discussion of the topic between participants where they can express and 

exchange their knowledge and viewpoints regarding a specific topic. The researchers would 

then act as a moderator to keep the discussion within the topic under study. Focus group 

interviews usually consist of 8-12 participants (Andersen, 2019, p. 197). The potential benefit 

of conducting a focus group rather than individual interviews, is that it allows the participants 

to explore the topics by enabling them to build on each other’s responses and viewpoints in 

an interactive space. A focus group interview is also dependent on the individuals that 

participate, meaning that personal characteristics of the participants play an important role 

for the dynamic that occurs within the group. In some instances, an individual who expresses 

extroverted characteristics might feel more comfortable conducting themselves within a 
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focus group, compared to an individual with introverted characteristics, which could lead to 

a scenario where the focus group is heavily influenced by only a few people in the group. 

However, the focus group interview was not an option since we only had access to five 

participants for this study, and they were unable to participate at the same time. A focus 

group would also not allow us as researchers to gain the in-depth responses that individual 

interviews enabled us to gain. 

Recommendation based on the analysis  

The following paragraphs present a suggestion based on our analysis of a single organization. 

However, these recommendations might also be relevant and applicable to other 

organizations. Based on our findings, several specific suggestions can be made in order to best 

prepare the organization for the EU Directive and its impacts on the organization: 

 

We recommend that the organization creates a framework for job roles and job levels in terms 

of salary bands to use for promotions internally but also for advertising roles externally when 

searching for new employees, such as the GCF mentioned previously, and as a way to ensure 

fairness and limit bias. This structure will limit flexibility that hiring managers would have had 

in the past but instead ensure that payment is based on objective criteria as demanded by 

the EU Directive to put a stop to any possible discriminatory practices and to standardize 

salary negotiations. 

 

Furthermore, the organization would benefit from being proactive and reevaluating outliers, 

meaning the people who are being paid above or below the benchmark for their role, prior 

to the Directive becoming effective. This could enable the organization to increase their 

perceived level of fairness. This would also mitigate some of the possible negative 

consequences that these outliers might cause, if they are not adjusted to fit within the salary 

band once the salary information becomes available to them. This will ease the process and 

conversations that managers would have had to have with their team, if this situation applies 

to any in their team. 

 



EU-direktiv om løntransparens ændrer spillereglerne: 
Konsekvenserne og muligheder for organisationer, ledere og talenttiltrækning  

24 
 

Moreover, the organization ought to prepare structurally by adopting systems and programs 

to help the organization be ready for the reporting demands. This would also allow them to 

be able to present this information internally to employees, as the organization will be 

required to present these reports based on individual pay level and average pay levels broken 

down by gender for workers performing the same work. 

 

Regarding communication, we recommend that they prepare internal communication prior 

to the Directive becoming effective to inform employees of the changes relevant to them and 

to mitigate possible issues as mentioned previously. If the organization is prepared for the 

Directive, negative consequences can be mitigated once the new legislation becomes official. 

In addition to the internal communication, the organization ought to inform managers of the 

changes that will happen and prepare them for any possible conversations and consequences, 

since they may be the first point of contact to experience any possible negative feedback from 

their team. This includes explaining the pay bands to managers, which will enable them to 

conduct these conversations in a professional manner, with regard to an employee’s current 

placement within the pay band. 

 

It seems that the Directive will have a direct effect on the job market, and thus also affect 

organizations’ talent attraction and retention. It is anticipated that there may be some 

changes to these work areas depending on how the job market is affected and how employees 

react to this more open pay information. If the increased pay transparency results in more 

people actively looking for job opportunities, an organization might want to increase their 

focus on employee retention. To do so, they must identify which areas of their EVP impact 

their retention the most. 

 

In terms of talent attraction, this area becomes directly affected by the changes in the 

Directive. We suggest that the organization emphasizes their EVP offerings, when possible, in 

the talent attraction and hiring process, as well as focus on their overall employer branding 

efforts in order to compete with other organizations, as job seekers will be able to compare 

offerings from different organizations more effectively. The organization could consider 

expanding the pay transparency to include benefits as well if they want to communicate the 

EVP externally as a total reward package when searching for hires as well. 
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Conclusion 

This article aimed to explore how the EU Directive regarding pay transparency is expected to 

impact organizations in the EU member states. To accomplish this, we decided to focus on 

the implications for HR functions and communication. Our conclusion based on our study is 

that the organization’s position prior to the implementation of the Directive will strongly 

influence their experience and anticipated response to the changes presented by the 

Directive. Organizations that have taken proactive actions, i.e. introduced transparent 

practices and fairness in their pay structures, are likely to experience fewer disruptions. By 

contrast, organizations that have not readied themselves structurally may find it more 

challenging to adjust, both internally and externally to the labor market. 

With regard to HR departments, two areas are of particular importance. Namely talent 

attraction and talent retention.  

Based on our thematic analysis, we anticipate that talent attraction will be directly affected 

by the requirements set by the Directive, particularly with regard to the requirement of 

disclosing salary ranges before the interview stage. Because of this, we recommend that 

organizations reevaluate how they communicate their compensation, since candidates will in 

the future have far more information about expected pay levels, which could become a key 

criterion for their decision-making process. Moreover, this would require organizations to 

reconsider their current employer branding efforts and their current position within the labor 

market. 

Furthermore, we expect talent retention to be indirectly impacted by the Directive. The 

reasoning for this is that with greater transparency, employees will be able to compare their 

compensation not only with their current colleagues within similar roles, but also with similar 

roles in other organizations. Our research indicates that this increase in transparency may 

lead to an increase in internal pay-related questions or perhaps even dissatisfaction with 

current employment if inconsistencies are revealed. With time, this could possibly influence 

employee satisfaction, engagement, and salary negotiation dynamics. 
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Communication practices also emerged as a central finding in our study. An organization must 

be proactive in how they communicate both internally and externally, meaning that if an 

organization wishes to navigate the changes brought by the Directive in a logical manner, they 

must ensure internal alignment in their messaging. Organizations ought to create clear and 

rational reasoning behind their salary structures and pay bands, since these can be requested 

by employees after the Directive goes into effect. Effective communication will become a 

necessary and important tool for an organization to help position itself as responsible, 

transparent, and fair. 

In conclusion, the Directive represents both a challenge and an opportunity for organizations. 

Organizations that act strategically and proactively in accordance with transparency and 

fairness will be better positioned to maintain the loyalty and trust of their employees and the 

labor market. The Directive can help organizations create a stronger employer brand, one that 

can enable them to stay as an attractive employer long-term which would enhance their 

retention capabilities in a more transparent and culturally shifting labor market. 
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