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Freezes rise but most firms award increases

The latest figures from the IDS Pay Databank, for the three months to the end of April, show that the
median settlement level has fallen sharply to 2 per cent, down from 3 per cent in the last analysis,
covering the three months to the end of March. The inter-quartile range — within which half of all
settlements occur — has fallen significantly, and now runs between 0 and 3 per cent. In the previous
analysis, the inter-quartile range was from 2.8 to 4 per cent.

April is a key bargaining month, and the latest crop of settlements includes a large proportion of
freezes. This is the main factor behind the sharp drop in the median. The median figures are based on
145 settlements effective in the three months to the end of April, altogether covering 2.23 million
(mainly non-management) employees, in both the private and public sectors. Freezes made up almost a
third of these settlements.

While freezes are a key part of the picture, the majority of firms are awarding pay increases. Of the 75
new settlements monitored by IDS, one-quarter are pay freezes. However a fifth of the new deals are
above 3 per cent, in a range up to 5 per cent. There continue to be some sectoral differences, with
freezes common in manufacturing, but less so in areas such as finance. Here, pay freezes have been a
rarity so far in 2009, with most finance sector settlements in a range from 2%2 to 3" per cent.

A separate quarterly analysis of management pay deals, conducted by the research staff of IDS
Executive Compensation Review, shows that the average pay award for managers in the private sector
was just 1 per cent for the three months to April. This is down sharply on the previous quarterly
analysis, for the three months to January, which showed an average increase of 2.4 per cent. Again, a
record proportion of pay freezes is the key factor behind the drop in the average.

Ken Mulkearn, Editor of IDS Pay Report, whose staff produce the Pay Databank analysis, said:
‘Following the ‘delayering’ of the early 1990s recession, few firms have much spare capacity left to cut.
As a result, many organisations are seeking to minimise redundancies and hang onto staff in the hope
of an economic recovery. In this context, pay freezes, and even temporary pay cuts such as that recently
agreed at Honda, are part of a strategy to avoid redundancies wherever possible. In those parts of the
economy most affected by recession, the focus is on negotiation to mitigate its effects. And the contrast
with finance shows that pay freezes aren’t the whole picture. If anything, the idea that most private
sector firms are freezing or cutting pay is a current form of urban myth.’

Steve Tatton, Editor of IDS Executive Compensation Review, said: “This quarter’s figures are
characterised by a high proportion of pay freezes, although it is not clear whether this is a fully accurate
reflection of events or more a product of employers’ willingness to share this information. What is clear
however, is that with or without pay freezes, employers are bearing down hard on pay budgets for
managers as they attempt to ride out the recession.’
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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 setvices.

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 (INYSE:
TRI); Toronto Stock Exchange (TSX: TRI); London Stock Exchange (LSE: TRIL); and Nasdaq
(NASDAQ: TRIN). For more information, go to www.thomsonreuters.com
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