Public Sector as Pioneer:

shorter Working weeks as the new go|o| standard
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Executive Summary

e A shorter Working week in the pu|o|ic sector (with no loss in poy) is boo”y
needed: burn out, work-related poor mental health and bad work-life

balance p|ogue pubhc sector staff across organisations.

o A 32-hour week in the pub|ic sector is not just desirable for worker We|||oeing
and for reducing the costs of burn out and presenfeeism; a 32-hour week
would also create hundreds of thousands of jobs and establish a new

standard for all emp|oymen’r in the UK.

= |} would create between 300,000 and 500,000 new full-time

equivo|en’r jobs in the sector.

e Public sector emp|oymen+ takes up a re|o’rive|y high proportion of
emp|oymen+ in Wales, the North of Eng|ond and Scotland - en’roi|ing that a
39-hour Working week would benefit regions that have felt the hordship of

austerity most.

e Sucha po|icy is eminenHy affordable and achievable: on Au’ronomy's
conservative calculations a 32-hour week could cost around £9bn, but the

true figure could be much lower ot around £5.4bn.

= This Figure is on|y 6% of the pu|o|ic sector emp|oymen’r so|c1ry bill
and just over 1% of the totdl government spending budge’r.

e |n oddition to the pub|ic sector pioneering Jrhrough its own Working practices,
we outline how procurement strafegies aimed at private sector partners can

encourage broader chonge across the UK labour market.



Section 1: Pioneering shorter working weeks

within public sector organisations

Why the public sector?

Workers in the pub|ic sector often experience high levels of mental health prob|ems relative to
those in other lines of employment. A report by the BM]J (2017) found that public sector workers
(15%) were more |ike|y than those in the private sector (9%) to report poor mental health, and
more likely to report anxiety at work on several occasions over the past month (53% versus
43%). The British Psycho|ogico| Society reporfed that neor|y half of its NHS—emp|oyeo| members
had recently experienced depression (BPS, 2017).

A recent study by The Nuffield Foundation (2020) found that around 5% of teachers today are
suﬁtering |ong—|os+ing mental health prob|ems, up from 1% in the 1990s, with a similar increase in
prescribed antidepressant medication. This likely accounts for why employee retention in the

sector is incredib|y low, with the eruo|y further reporting that a third of new Jreonching recruits
leave the job within the first five years (The Nuffield Foundation, 2020).

Beyond problems of recruitment and retention, Deloitte (2017) estimates that poor mental health
in the pub|ic sector costs £1,794 - £2,174 per annum, per emp|oyee H'\rough presenteeism and
absenteeism. In 2018/19 the government's own s’ruo|y concluded that stress, clepression or anxiety
accounted for 44% of all work-related ill health cases and 54% of all Working o|oys lost due to il
health. The main work factors cited by respondents as causing these work-related strains were

WOI’l('OCId pressures.

A report by Johnson et al. (2017) also linked the high degree of mental health prob|ems among
pub|ic sector workers to signh(iccm’r overwork, stress and burnout. These Findings are repeoJred in a
survey on public and voluntary sector stress by The Guardian, which found that 93% of
respondenfs were stressed at work, some, all or most of the time. Of those who said Jrhey were
stressed all of the time ot work, almost all reporfed Working beyond their contracted hours
(Guardian, 2015). On average, respondents put in an extra seven hours a week (Guardian,
2015). This represents a growing problem. Double the amount of NHS staff left due to problem:s
of work-life balance in 2015 compared with 2011 (Johnson et al, 2017).



By preventing overwork and reducing stress, shorter working hours would reduce the prevalence
of mental health problems among public sector workers. This would not only improve the
wellbeing of employees but would help institutions retain stoff at a time when turnover is
incredib|y high. All of these factors will, in turn, he|p prodchri\/ier across pub|ic sector

organisations.

As well as reducing stress and enhoncing the free time of pub|ic sector workers, shorter working
hours would reduce the potential for mistakes in lines of work where an error can be the
difference between life and death. Medical mistakes become much more |il<e|y when practitioners
are overworked and fatigued, with several studies pointing out that overwork can lead to serious
accidents or diagnostic errors (Sparks et al, 2011) (Landrigan et al, 2004). Hospital workers, for
instance, can make up to five times as many diagnostic errors when working excessively long

weeks (Landrigan et al, 2004).



Which areas of the UK would a public sector shorter working
week affect the most?

As Figure 1 below shows, public sector employment is concentrated in Scotland, the North of
Eng|omo| and Wales, pointing fo the po+en’rio| regiono| effects of a 32-hour Working week po|icy.
Consider the so-called 'Red Wall" areas, including Barnsley, Bradford and Doncaster: around 20%
of overall employment in these and surrounding areas exists in the public sector. Outside of
London, the South East and West have relatively low rates of public sector employment (with
some exceptions). A 32-hour working week in the public sector will therefore benefit those
regions that have been worst hit by unemployment and deprived public services during the

austerity decade and the Covid crisis.

Public sector employment as a % of total employment

3% 6% 10% 14% 18% 21% 25% 29% 33%

Figure |- Public sector employment as a % of overall employment across local authorities in the UK. Source: ONS
2019 (ASHE), ONS 2020a.



How much would it cost the public purse?

“£9bn

= Just 6% of the public sector employment salary bill.
= Just 1% total government spending budget.

= Between 300,000 and 500,000 new jobs created

The calculations use the fo”owing figures from the 2019 Annual Survey of Hours and Ecrnings
tables:

1. There were 3,637,000 full-time pub|ic sector emp|oyees in 2019
2. The average full-time public sector employee had a basic work-week of 36.4 hours
3. The average full-time public sector employee had gross annual earnings of £35,233

Note that we are using basic working hours, ie., working hours exc|uo|ing overtime, 0|ongside
gross earnings, i.e., earnings inc|uc|ing overtime. Thus, the exercise is preo|ico+eo| on a reduction of
the normal working—week to 32 hours, as some |ou|o|ic sector workers have to work overtime,
inc|uo|ing doctors, nurses, midwives, the po|ice, the fire brigode, poromedics, and so on, and this

will continue if o four—doy week model is 00|op+eo|.

Given these figures, the basic person-hours of full-fime public sector employees in an average

week in 2019 was 132,386,800 (ie., 36.4 x 3,637,000).

Gross cost with no productivity gains

To maintain the same basic person hours if the average full-time emp|oyee worked a 32 hour
basic week rather than a 36.4 hour week, and assuming no increase in producﬁvi’ry, the pub|ic

sector would require 4,137,088 emp|oyees (ie., 132,386,800 + 32). This would require 500,088

extra full-time emp|oyees, at a gross cost of £17.6 billion.



Gross cost with productivity gains

However, it is unrealistic fo expect no productivity gain whatsoever from a shorter working week,
given the available evidence and successful imp|emen+o+ions (see Aufonomy, 2019). We
therefore consider two potential productivity increases as a result of moving to a four day week:
2.5% and 5%. Initially, with no productivity gain, the 32 hour basic week requires 4,137,088
employees to achieve a fixed public sector weekly output. The formula linking this output with
labour input is given by,

4,137,088 x 32 x A = Q,

where A denotes hour|\/ labour proclchrivier (ou’rpqu per hour) and Q denotes output. Now, let
us suppose that productivity increases by some multiple (1+a) and that the number of employees
adjusts to keep output and hours constant. Thus, we have,

E 32 « (Ika)A = Q,

where E denotes the new number of full-time employees. Combining these two equations yields,
437,088 x 32 x A = E x 32 x (I+a)A

and thus,

E = 4,137,088 = (1+a)

So a 2.5% productivity gain would require 4,036,183 full-time employees (ie, 4,137,088 - 1.025).
This would require 399,183 extra full-fime emp|oyees, at a gross annual cost of £14.1 billion.

A|+ernoﬁve|y, a 5% producﬁvi’ry gain would require 3,940,083 full-time |ou|o|ic sector emp|oyees
(ie., 4,137,088 + 1.05). This would require 303,083 extra full-time emp|oyees, at a gross annual
cost of £10.7 billion.

Net cost with productivity gains: how much does a public sector employee cost?

According to the www.gov.uk income tax calculator, an individual earning £35,233 per year on
the most common tax code would pay £4,545 income tax and £3,088 national insurance,

|eoving a disposob|e income of £27,600.

Co|cu|o+ing how much indirect tax net of benefits poid by individuals is difficult, as a lot of
benefits and expendi’rure taxes are determined |oy household income, rather than persono|
income. However, according to the Effects of Taxes and Benefits on Household Income, UK,
20]8/19 reference tables, an individual |iving in an average household pays £5,909 per year in



indirect taxes gross of benefits, e><c|uding intermediate taxes and exc|uding council tax. A
conservative ballpark for indirect taxation is therefore £6,000, yielding a conservative post-tax
income of £21,600. This is an effective overall tax rate of just under 40%.

Accounting for lost tax income from private sector employees

If o new|\/ arrived immigrant or school-leaver were emp|oyeo| as a full-time pub|ic sector
emp|oyee at the average wage, an effective tax rate of 40% would imp|y a net wage cost to the
public sector of 60% of £35,233, or £21,140. However, some new public sector employees will
move from existing private sector jobs. The tax income from these employees net of lost taxes
from previous emp|oymen+ would therefore be lower than 40%, and could even be negative if
the emp|0\/ee transferred from a higher paying private sector job. Unl(or+uno+e|y, this is impossib|e
to estimate with any precision, but is |il<e|y to be somewhat less than 40%.

Given the above, we consider two conservative effective tax rates, net of lost tax income from
previous emp|oymen+; 20% and 10%. Combining these two effective tax rate scenarios with our

two productivity scenarios gives four potential costs to the public sector of a four day, or 32-hour

Wee|<:

Key:

Hig|’1 tax rate = 20%
Low tax rate = 10%

High proclchrivier gain = 5%
Low produdivier gain = 2.5%

High prod Low prod

High tax 85 1.3

Low tax 96 12.7



Fino”y, if we remove £312 billion of estimated overwork costs to the pub|ic sector (Aquonomy,
2019), we arrive at a final overall cost matrix of:

High prod Low prod

High tax 5.4 8.

Low tax 6.5 95

Toking info account savings fo the pulo|ic sector from overwork, the fotal cost to the pul:>|ic sector
of moving to a four day week is therefore likely to be in the region of £5 billion to £10 billion.
Without +ol<ing into account the costs resuHing from overwork, the total cost is |il<e|y to be in the
region of £8 billion to £13 billion. The average cost over each of these 8 potential scenarios is £9
billion, which is in the region of 6% of the total public sector salary bill in 2019 (of approximately
£155 billion according to ASHE). This amounts to just over 1% of overall public spending.



Section 2: Pioneering new working weeks

through relationships with the private sector

The pub|ic secfor is a very important emp|oyer in |c1rge parts of the UK, emp|0\/ing 3,637,000
full-time public sector employees. Shorter working weeks in the public sector in areas of the
country where pub|ic sector emp|0\/men’r is porﬁcu|or|y high could he||o pus|’1 towards reduced
working hours as a social norm - ie. /etot exemplaire. With the added headcount forecasted for
implementation in Section 1, the number of jobs with better work-life balance would be increased

to over four million. However, the pub|ic sector is also a crucial procurer of goocls and services.

The role of public sector procurement in shaping market
outcomes

In areas with lower pub|ic sector emp|oymen’r, procurement based on select criteria could be
utilised fo encourage private sector contractors to adopt shorter working weeks as part of
Working agreements. Using Jrer1c|ering processes to give pre]cerence to firms that meet work-life
balance targets - and in general, labour practices and hourly wages that go beyond the legal
minimum - pub|ic sector orgonisoﬁons across the coun’rry could embed reduced Working hours as

a new standard across the economy.

The use of public procurement to achieve policy goals has a long history. In the UK, government
contracting was used to provide work for disabled ex-servicemen after the First World War, and
this was extended to the rest of the disabled population after the Second World War
(McCrudden, 2007). The geographical distribution of procurement spending was also used to
provide support to depressed regions in this country after the 1930s (Barnard, 2017), but in
general the use of procurement policy to achieve social goals declined in importance from the

1980s onward.



A resurgence in socia"y-orien’red pub|ic procurement

e  Over the last decade, however, the tide has turned back toward the use of procurement
po|icy as an active |oo|icy lever, at least in Europe. This followed the introduction of three
directives on pub|ic procurement in 2014 within the Europecm Union, which exp|ici’r|y
permit member states to take social objectives into account when awarding procurement
contracts. In turn, this followed the earlier proactive exomp|es of some member states, eg.

the incorporation of sustainability criteria in Dutch government procurement contracts

from 2005 onward (Ludlow, 2016)

o Within the UK, the example of Preston Council has been well documented. Recognising
that signh(icchr value was |eoking out of the local economy, in 2012, the council begon a
progressive procurement strategy to shift spending foward local goods, services and
suppliers. In 2016/17, an analysis of spending in the local economy found that the value of
the procurement speno| retained in Preston was £112.3 million, up £74 million on Figures
from 2012/2013 (CLES and Preston CHy Council, 2019). B\/ retaining value in the local
economy, progressive procurement has shcped the local area for the better. In this
context, the ‘community wealth building” work of CLES is a key resource.

e The Scofttish government has taken a |eoo|ing role in odvoncing social goo|s via
procurement po|icy. Since 2014, Jll pubhc sector contracting authorities in Scotland have
been required to consider community benefit requirements for all contracts worth £4
million or more, as well as requirements related to sus’roinobih’r\/.

e Sutherland et al. (2015) have demonstrated that community benefit requirements are
Widespreod in Scotland, and have been effective in meeting certain social goo|s inc|uc|ing
improvement of labour market outcomes for certain priority groups. In addition, +|'1ey
argue that many contractfors now view community benefit clauses as ‘business as usual,
and proactively adopt them in their business models (ibid, pp.9). The Scottish experience
suggests that community benefit clauses could be profi+0b|y used on a UK-wide basis,

and that Jrhey can in fact embed positive practices as social norms.
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