Short time working
Stemming the redundancy tide 

Introduction

At the present time an increasing number of employers, notably but not exclusively in the Automotive Sector, are proposing short time working in an effort to avoid redundancies and consequent loss of skills which will be needed in the future when the economy starts to grow.

Wherever possible Unite would wish to support any initiative which stems the tide of redundancy announcements and where the business situation would clearly benefit from such action and no alternative action is deemed appropriate.

Central to such a proposal is the ability of workers to retain a level of earnings which enables them to meet their financial commitments and maintain a reasonable standard of living.  For most workers this will mean at least maintaining basic pay levels during the period of short time working.

Comparisons with the USA and other European countries, notably Germany, Austria and Italy demonstrate that direct support can be made available through the National Insurance Fund or through increasing the Statutory Guaranteed Payments for lay-offs scheme and further increases in the Train to Gain scheme.

A joint proposal from the TUC and the Federation of Small Businesses (FSB) has provided costed proposals for a £1.2bn package of wage subsidies, which would save some 600,000 jobs. This involves changes to benefits, government subsidies and much wider access to Train to Gain.

Funding of short time working

While we would expect the employer to meet the bulk of the costs of short time working, it is recognised that there will be business reasons why this cannot always be achieved.  
In such circumstances, Unite would look to the government to provide a funding mechanism(s) to offset the losses which workers would otherwise suffer.

Using the experience of other EU countries and the existing UK funding provisions, a number of possible policy options can be considered.  
Given the immediacy of the problem the paper concentrates on non-legislative measures to secure funding although in the medium to long term it is recommended that more permanent arrangements be put in place.

In order for an employer to qualify for support a number of basic conditions would need to be met.  These would include:

· A forward business plan demonstrating that at the end of the period of short time working there was an expectation for the need to return to the employment levels which existed prior to the commencement of short time working;

· A guarantee from the employer that there would be no compulsory redundancies within a period of 12 months from the return to normal working;

· The terms of the short time working period would be the subject of a collective agreement between the employee representatives and the employer;

· The employer would meet at least 50% of the cost of short time working.

Government funding for short time working
Government funding could be obtained from three possible sources:

· National Insurance fund
The NI fund is currently massively in surplus.  Each year there is a surplus of the order of £2 billion. The NIF had a surplus of over £34 billion as at 2005/06, £38 billion in 2006/7 and the Governments Actuary department forecasts that this surplus will grow to over £114.7 billion by 2012.
· Guaranteed payments for lay offs

Guaranteed payments for short term lay offs currently provide a minimal payment of £21.50 per day for a maximum of 5 days in any 13 week rolling period.  The Unite EC had a remit before it at its January meeting calling for this to be raised to the level of the minimum wage and extended to 10 days.  Whilst even this would be inadequate to meet the needs of current short time working proposals, it is a source of funding which could contribute to any cost incurred by government.

· Train to Gain Fund

The government has already announced almost £250,000 million extra funding under its train to gain packages to counter the impact of the current redundancy programmes.  It makes absolute sense for some of this additional funding to be made available to prevent the redundancies occurring in the first place.  
The GPM Sector of the union is already in discussions with the BPIF (British Printing Industry Federation) about a joint approach to the government for such a proposal which in a normal 5 day week reduced to three days would provide train to gain funding  for one day and the employer paying for the other.
Global comparisons

 A brief look at Europe and the USA demonstrates the advantageous arrangement already in place elsewhere in the world to cope with short time working
Germany
· Short-time working, accompanied by a corresponding reduction in pay, may not be imposed unilaterally by the employer. It may be introduced in the establishment only if it has been allowed for under a collective agreement or works agreement or with the assent of the employees affected. Even then, the co-determination right of the works council must be observed. 
· Employees are paid a short-time allowance from Federal Employment Service funds.  This allowance amounts in principle to 63% or 68 % (for employees with at least one child) of the net remuneration which they would have earned under normal circumstances in the hours not worked.
Austria

· Short-time working may be introduced by collective agreement, works agreement or individual agreement between employer and employee.  In cases where it is arranged because of a fairly long-term serious disruption of the national economy, the employer may receive from the competent office of the Employment Service a special subsidy intended to offset part of the loss of pay suffered by employees as a result of short-time working and that the competent bargaining parties on the employer and employee sides have concluded a collective agreement on the payment of a compensatory short-time allowance.
· The agreement must stipulate, among other things, that no employees will be dismissed during the period concerned, that in any four consecutive weeks at least 32 hours will be worked (this applies where there is a 40-hour working week; the figure is reduced proportionately where normal working hours are shorter), and that for the hours not worked the employer will pay employees a compensatory allowance amounting to at least the corresponding unemployment benefit.

Italy

· A special public fund used to protect workers' income, financed by companies and the state and administered by the National Institute of Social Insurance (INPS).
· The trade union information and consultation procedure, usually leading to a phase of bargaining, is a prior condition for the admissibility of an employer's request for the Fund's intervention.

· 80% of the total remuneration for un-worked hours between 24 and 40 hours a week for a maximum period of 12 months is paid. For the second period of 6 months an upper limit is put on the benefit with the same ceiling as for the ordinary unemployment benefit.

United States

· “Short-Time Compensation (STC) Program”

This is a voluntary employer programme designed to help employers maintain their staff by reducing the weekly hours of their employees, instead of temporarily laying off employees, when the employer is faced with a temporary slowdown in business.  Employees receive a partial unemployment check to supplement reduced pay.

Employer Requirements

· The employer must complete an STC Plan Application.  An STC Plan lasts for one year but can be renewed if the employees have returned to full-time work during the plan year. 

· At least 10% (not less than 2) of the employees in the total staff or in a particular department must work reduced hours.  

· The employer must name employees participating in the program and must provide details of normal weekly hours (excluding overtime). 

· The employer must certify that they plan to reduce hours by at least 10%, but no more than 40% from normal number of weekly work hours.  

· The situation must be a temporary situation, replacing a temporary layoff.  
Employee Requirements

· The employee must currently be a full time employee, (not part-time or seasonal) with a standard number of hours to work each week (excluding overtime).  

· While on the Short Time Compensation program employees must work and/or receive paid leave for ALL of the hours that the employer has scheduled in order to receive STC Benefits for a week. 

· Every two weeks employees are required to report the number of hours worked, plus any hours of paid leave from the STC employer and if they have a part-time job and any earnings from that part-time job.

UK Impact Assessment

In considering the above policy the cost of redundancy and consequent benefit payments has to be offset against the funding of short time working.  
Add to this the cost of retraining for alternative employment and the employer costs in terms of recruiting skills which have been lost due to lay offs, and it is anticipated that there is a net benefit to government and the economy in providing funding for short time working.
In the late1970s, a national temporary employment subsidy (TES) was made available to support employers. Where at least ten redundancies were threatened,

the TES programme offered a subsidy of £20 a week for up to 12 months for each

job saved.

A reintroduction of a similar, targeted, time-limited package for private sector employers hit badly by this economic downturn, beginning with the strategically vital manufacturing sector would 

· enable employers to avoid immediate redundancies and retain essential staff and skills - making business success more likely in both the short and longer terms;

· reduce the personal and social costs incurred by long term unemployment.  According to the TUC, evidence from previous recessions suggests that 30 per cent of those who become unemployed stay unemployed in the long term;
· increase economic demand by limiting the income reductions faced by workers on short term hours or temporary lay-offs;
· and, if linked to training, it would support longer-term workforce investment. 
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