Pay rises lower as number of freezes grows

The latest figures from the IDS Pay Databank show that the level of pay settlements is coming
down as the proportion of pay freezes grows, and firms award lower increases overall. The
median increase for the three months to the end of February 2009 is 3.4 per cent, down from 3.5
per cent in the three months to January. The interquartile range, within which half of all increases
lie, is also lower, at between 2.8 and 4 per cent, having been running at between 3 and 4.2 per
cent in our last analysis.

IDS has analysed 110 pay settlements effective in the three months to the end of February, 101
of which took effect in the key bargaining month of January. Together, the deals cover almost
335,000 employees. Almost all the awards are in the private sector, with public sector deals
mostly taking effect in April.

Pay freezes make up one-in-ten settlements in this analysis period, but overall these awards
account for nearly a fifth of all settlements monitored by IDS for 2009. In some parts of the
economy, notably the motor industry, the picture is complicated by a relatively high incidence of
‘pay pauses’. This is where firms postpone a review until the outlook is clearer. While many of
these pauses may eventually result in freezes, we do not record them as such until a formal
decision has been made.

The rising number of pay freezes and lower increases generally has had a proportionally greater
impact on the average pay rise, which as a statistic is affected more by ‘outliers’, ie very low or
very high awards. The average increase is currently 3.1 per cent, well below the median figure of
3.4 per cent.

With the upper quartile — the point at which three-quarter of deals are below — at 4 per cent, this is
effectively the current ceiling for pay increases. However some organisations, perhaps less
affected by the recession than others, continue to award increases above this level. For example,
stable staff in the horse-racing industry received January increases of 5 per cent to minimum
rates.

Ken Mulkearn, Editor of IDS Pay Report, said: ‘Pay settlement levels in the private sector are
coming down and are likely to drift lower. In fact we may see private sector awards come into line
with those in the public sector, where 2009 awards under long-term deals are already centred on
the relatively modest figure of 2% per cent. Having said that, there is a spectrum in respect of
how firms are coping with the recession and some sectors have awarded higher increases,
though 4 per cent is emerging as something of a ceiling. The broad picture across most of the
economy is from zero to 4 per cent.’

For further press information, please contact Ken Mulkearn on 020 7429 6892 or Lois Wiggins on
020 7429 6893.

Notes to Editors:

Incomes Data Services is the leading UK information and research service on employment
issues, providing a range of publications for employers, trade unions, government departments
and other agencies. In any report it would be helpful if you would include our telephone number
020 7429 6800 and website address (www.incomesdata.co.uk).

Sweet & Maxwell (www.sweetandmaxwell.thomson.com) is a leading provider of information and
solutions to the legal and professional markets in the UK and Ireland. With over 200 years of
history and heritage in legal publishing, Sweet & Maxwell offers detailed and specialist
knowledge, understanding, interpretation and commentary across a wide range of subjects in a
variety of formats to meet customers' needs - books, journals, periodicals, looseleafs, CD-ROMs
and online services.
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Thomson Reuters is the world’s leading source of intelligent information for businesses and
professionals. We combine industry expertise with innovative technology to deliver critical
information to leading decision makers in the financial, legal, tax and accounting, scientific,
healthcare and media markets, powered by the world’s most trusted news organization. With
headquarters in New York and major operations in London and Eagan, Minnesota, Thomson
Reuters employs more than 50,000 people in 93 countries. Thomson Reuters shares are listed
on the New York Stock Exchange (NYSE: TRI); Toronto Stock Exchange (TSX: TRI); London
Stock Exchange (LSE: TRIL); and Nasdag (NASDAQ: TRIN). For more information, go to
www.thomsonreuters.com.
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