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25 January 2024: For immediate release
More than a quarter of UK workers are covered by non-compete agreements

More than a quarter of UK workers are to be covered by non-compete agreements (NCA), research
released today by the London School of Economics shows.

The study “Labour Market Power: New evidence on Non-Compete Agreements and the Effects of
M&A in the UK” reports the results of a survey showing that NCAs are more prevalent than usually
believed and higher than in comparable surveys in the United States and Europe.

Non-competes are clauses in employment contracts that restrict which firms an employee can work
for after leaving their current job for a specified period of time. There are growing concerns that
firms are using these restrictions to reduce job competition and drive down wages and working
conditions. Since UK real wages have been stagnant for about 15 years, this is a major concern for
both citizens and policy makers.

Proportion of UK emplovees covered by a non-compete agreement
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Notes: “Yes” includes respondents who say they definitely are under a non-compete agreement (NCA). “I think so”
includes those who say they probably are under an NCA, “No” includes respondents who say they definitely are not under
an NCA. “I don’t think so” includes those who say they probably are not under an NCA. Results are weighted to make
them representative of the overall worker population.

Source: Authors’ computations based on survey results from 2,713 respondents.

The survey covers a representative sample of 2,713 UK workers. They were asked: “Thinking about
your current main employer, does this employer currently have an NCA in place with you?”. Of the
respondents, 10% answered definitely, yes, and a further 16% said they thought so. Adding these
together gives a total of 26%.

Similar surveys in the United States suggest 18% of workers are covered by an NCA and the number
is 16% in Italy, so the UK figures appear high.
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One justification for NCAs is that they help protect sensitive client relationships. The figure below
breaks down the use of NCAs by occupation and shows that they are more prevalent for better paid
jobs that require more skills, for example 45% of senior managers are covered, but a sizeable
proportion of non-executives are also covered.

Non-compete prevalence by occupation.
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Notes: “Yes” includes respondents who say they definitely are under an NCA. “I think so” includes those who say they
probably are under an NCA. Results are weighted using survey weights in order to make them more representative of the
overall population. Numbers in brackets indicate the share of the overall population that fall within each category.
Source: Authors’ computations based on survey results from 2,713 respondents.

The Department of Business and Trade has proposed a cap on the duration of NCAs to three
months. We recommend a more radical option to also ban these agreements completely for lower
wage workers — say all those who earn less than £35,000 a year.

In addition to analysing the use of NCAs, the authors also examined the impact between 1997 and
2022 of over 1,500 mergers and acquisitions (M&A) in the UK on firm-level jobs and wages (a
sample of over 900,000 observations). There is some fall in job growth, but no negative impacts on
average wages of a typical M&A event.

“There is growing evidence that employees are paid less than the true value of their productivity.”
said John Van Reenen, report co-author and director of the Programme on Innovation and
Diffusion. “Curtailing or abolishing non-competes could help increase competition in the labour
market and help push up pay.

“While employers may argue that NCAs are needed to protect sensitive information being taken
elsewhere, we found 23% of plant operators are covered and it seems highly unlikely they have
trade secrets.
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“And although those under NCAs are more likely to receive training, we do not see this as sufficient
justification for the widespread use of non-competes.”

Report co-author Bruno Serra added: “It is staggering that over a quarter of British workers,
including some of the lowest paid, should be covered by non-compete agreements. This seems very
hard to justify.”

Read: Labour Market Power: New evidence on Non-Compete Agreements and the Effects of M&A
in the UK.

Notes to editors

1. The NCA survey was conducted by Ipsos-MORI in January 2023 and covered 2,713 full-time
and party-time employees. The survey was funded by the Competition and Markets
Authority (CMA) as part of an LSE Capstone project.

2. The Programme on Innovation and Diffusion (POID) carries out cutting-edge research into
how to boost productivity through nurturing innovation — ideas that are new to the world —
and how to diffuse these ideas across the economy.

3. POID is co-funded by the London School of Economics and Political Science and the
Economic and Social Research Council, part of UK Research and Innovation (UKRI)

4. The Centre for Economic Performance (CEP) is an independent research centre based at the
London School of Economics and Political Science. Its members are from the LSE and a wide
range of universities within the UK and around the world.

5. The Centre for Economic Performance is part-funded by the Economic and Social Research
Council, part of UK Research and Innovation (UKRI) https://www.ukri.org/esrc

6. About the authors:
e John Van Reenen is director of the Programme on Innovation and Diffusion (POID).
He is the Ronald Coase Chair in Economics and School Professor Department of
Economics at the London School of Economics and Digital Fellow, Initiative for the
Digital Economy at the Massachusetts Institute for Technology (MIT).
e Bruno Serra is a research assistant at POID and the LSE School for Public Policy

7. For more information contact:

Helen Ward, head of public affairs and communications, CEP: 07970 254872,
h.wardl@Ise.ac.uk
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