
Compare: Pay equity vs. pay transparency
Pay equity and pay transparency are often discussed together as they both aim to promote fairness and equality in compensation practices within 
organizations. However, understanding the nuances between these concepts is important, as pay equity focuses on ensuring equal pay for equal work, 
while pay transparency emphasizes the openness of salary information, each playing a distinct role in fostering a just workplace environment.

Pay equity Pay transparency

• Ensures that individuals receive equal pay for equal work or
work of equal value, regardless of gender, race or other nonmerit characteristics.

• Focuses on eliminating wage gaps and addressing systemic discrimination in
compensation practices, ensuring that all employees are compensated fairly for their
contributions and skills.

• Equal pay for equal work emphasizes the importance of evaluating job roles based on
their responsibilities and contributions rather than personal characteristics.

• May involve addressing inequalities in compensation through regular audits,
assessments and adjustments to pay structures to ensure compliance with equity
standards.

Example: The Equal Pay for Equal Work Act in Iceland mandates  
that companies with 25 or more employees obtain equal pay certification, demonstrating 
that they pay men and women equally for the same work.

• Pay transparency involves openly sharing salary information within an organization,
enabling employees to understand pay structures and compensation practices.

• It can be implemented as an internal initiative or as an external requirement, potentially
mandated by legislation.

• The goal is to empower employees with the knowledge needed to negotiate salaries
effectively and recognize their market value.

• Fostering a culture of openness encourages discussions about compensation, which can
lead to increased job satisfaction and retention.

• Typical practices include sharing salary ranges, pay scales and compensation data
through job postings or internal resources.

Example: The EU Directive on equal pay and pay transparency aims to improve pay 
transparency across member states by requiring employers to disclose salary ranges and 
provide information on pay structures.
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