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Pay settlement levels remain stable

A detailed look at the key January pay round indicates that pay settlement levels in the
private sector are remaining stable. New pay settlements recorded so far for 2010 have
produced a range of outcomes and while a third are pay freezes, a similar proportion are for
increases between 2 and 2.99 per cent (see graph below).
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Though some firms are paying below the median settlement level of 1.9 per cent, others are
paying at or above it, with sectors showing differences in this respect. Pay increases centred
on 1 per cent have been monitored at food and drink manufacturers and in the retail sector,
while higher increases of 2 per cent have been recorded at aerospace and defence companies,
and in the finance sector. Pay freezes continue to make up around a third of settlements, the
same proportion recorded in the second half of last year. The median pay settlement level in
the manufacturing sector is 2 per cent — just ahead of the figure for the whole economy.
While the economic recovery is fragile, inflation is rising, and this may have an effect on
settlements in April, which is the next key month for pay reviews.

Our latest figures do not cover public sector pay awards as these are set later in the year,
although early indications suggest that these will also be lower than last year. For example,
local government employees are likely to see pay frozen this year.



Summary of key settlement data

For the three months to the end of January 2010, based on 74 settlements covering 233,602
employees in total

Median (whole economy) 1.9%
Average 1.6%
Interquartile range (whole economy) 0 to 2.5%
Manufacturing & production median 2.0%
Private services sector median 1.4%

Source: IDSPay.co.uk

Overall, organisations have paid lower increases so far in 2010 than they did at the same time
a year ago. For example, the median pay settlement level recorded by IDS this time last year
was much higher, at 3.5 per cent (compared to 1.9 per cent in the three months to January
2010).

Inflation was a key factor here and as companies prepared for the January 2009 pay round
they were doing so against a backdrop of relatively higher inflation. In contrast, preparations
for pay reviews effective in the eatly part of 2010 were taking place against a different
backdrop from a year ago, when organisations were feeling the effects of the recession more
sharply and inflation rates were at historically low levels. Higher rates of inflation have now
begun to emerge and are likely to place an upward pressure on pay as employers prepare for
the key pay bargaining round of April.

Ken Mulkearn, Editor of IDS Pay Report, said: ‘Our analysis of basic pay settlements shows
broadly stable, though modest, growth. If the economy recovers we would expect earnings
to rise, even if some pay freezes continue. Inflation, which has risen sharply to stand at 3.7
per cent in the year to January 2010 on the all-items measure, will produce another upward
pressure on earnings, through its influence on pay setting.’

For further press information, please contact:
o Ken Mulkearn on 020 7422 4937
or

e Lois Wiggins on 020 7422 4945

Notes for Editors

IDSPay.co.uk is a new online source of all the remuneration data collected by IDS, on pay
settlements, pay levels and executive compensation. Visit www.IDSPay.co.uk to see a
demonstration or to sign up for a free trial.



http://www.idspay.co.uk/

IDS Pay Report, published fortnightly, is the UK's leading source of research and analysis
on pay and benefits across the economy. For details see our website (address below) or call
0845 600 9355.

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 0845 077 2911 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.

About Thomson Reuters

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 more than 100 countries. For more
information, go to www.thomsonreuters.com.
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