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Eree days for future

Work-time Reduction to Tackle Unemployment
and Improve Quality of Life

Executive summary

Work-time reduction (WTR), in the form of work-sharing, is an
effective policy to limit the unemployment impacts of economic
crises, including the Covid-19 crisis. With further economic and
environmental challenges ahead, this policy brief recommends that
Covid-19 short-time work schemes, which have been supported by
SURE (Support to mitigate Unemployment Risks in an Emergency),
should evolve into longer-term policies to lower average working
hours and be included e. g. in national Resilience and Recovery Plans
(RRPs), Country Specific Recommendations (CSRs), or National
Reform Programmes (NRPs).

This brief will summarize existing research and examine the ecolog-
ical arguments for WTR and consider some key challenges and
points of debate. WTR has the potential to deliver a ‘triple dividend’
of unemployment reduction, lower environmental pressures, and
higher quality of life. Unemployment reduction can be achieved by
sharing the work available at a given time among a larger number of
employees. Pressures on the environment can be mitigated by using
productivity growth to reduce hours of work rather than increase
consumption, while enabling more environmentally sound lifestyles,
including a reduction in the number of daily commutes to work.
Lastly, more ‘time wealth’ can also be a significant source of greater
wellbeing.
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Highlights

e The coronavirus crisis poses an enormous
economic and social challenge. Work-sharing,
or short-time work policies, supported by SURE,
have limited the negative economic effects of
the crisis, but further policy action is needed.

* Once government aid and short-time work
policies expire, there is a risk of a sharp rise in
unemployment. WTR represents an environ-
mentally sound way to cope with this challenge.

» A four-day workweek stands out as a potential
way to increase employment and improve
quality of life.

e Research shows significant ecological and
wellbeing co-benefits from reducing work hours
and creating more ‘time wealth’ rather than
maximizing production and consumption.

» Policy options for member states include
launching dialogue over how to transition
over time to a four-day workweek, expanding
individual rights to choose shorter work hours,
providing financial supports to firms or workers
that opt for shorter hours, and playing a
leadership role as employers in negotiating and
enabling shorter-hours arrangements.

Introduction

Since the industrial revolution, work-time reduction
(WTR) has had a dual character: it can be a solidar-
istic response to economic hardship and a source
of greater wellbeing. When unemployment threat-
ens people’s livelihoods, work-sharing provides one
important alternative to keep people employed.
Meanwhile, free time away from the job—through
historic steps such as the eight-hour day, two-day
weekend, and paid vacations—has led to improved
health, dignity, and quality of life for working people.

Today, work-time reduction—in the form of a four-
day week or other variations —has much to offer in
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helping cope with the severe economic and social
crisis caused by Covid-19 while offering hope for
better times ahead —a way to generate wellbeing
and access to employment without relying on eco-
nomic growth. In addition, by helping to reduce ener-
gy and resource demand, WTR can contribute to the
goal of a carbon-free Europe, while it can also con-
tribute to—and be supported by —the shift towards a
fair European economy. It has the potential to deliver
a ‘triple dividend’ of unemployment reduction, lower
environmental pressures, and greater quality of life.?

Research overview

Several cross-national studies provide evidence
that longer hours of work are associated with great-
er ecological impacts in the form of energy con-
sumption, ecological footprint, carbon footprint, or
territorial CO2 emissions.? These studies show that
the dominant environmental benefit of WTR comes
from choosing time away from work instead of high-
er production and greater capacity to consume (the
scale effect or income effect).

Studies have also modelled the possible effects
of future WTR, showing substantial environmen-
tal benefits.? One scenario for Sweden, in which half
of future labour productivity gains are used to cut
the work week from 40 to 30 hours by 2040, results
in significantly reduced growth of private consump-
tion and energy use.* Meanwhile, macro-economic
modelling by Lange highlights WTR’s central role in
addressing key economic challenges in a non-grow-
ing economy.® He showed that WTR is essential for
economic stability by maintaining high levels of
employment without economic growth, while help-
ing to decrease inequalities.

WTR could potentially also provide the time nec-
essary for lifestyle changes, necessary to achieve
the EU’s climate objectives.® Free time may allow for
greener but more time-intensive options — for exam-
ple, cycling or taking public transport rather than
driving, or hanging clothes to dry rather than using
an electric dryer.
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This secondary time effect is less clear; it is also
possible that more leisure time enables more ener-
gy- and resource-intensive activities. Research
findings are mixed on whether this secondary effect
enhances’ or reduces® — or, in particular circum-
stances, negates® — the environmental benefits of
WTR. These findings highlight the importance of
complementary policies to encourage environmen-
tally sound uses of leisure time.2°

WTR’s environmental effects can differ depend-
ing on the form it takes—e.g. more vacation days
or shorter workweeks. One particular environmen-
tal benefit of a four-day week is the reduction of
energy consumption and GHG emissions associated
with commuting to work.** One study estimated that
a national four-day week in Britain would result in
employees driving 898 million kilometres (558 mil-
lion miles) less to work each week.*2

There are, of course, challenges to overcome. A
key question is how to pay for WTR,*® with options
including: taking advantage of hourly productivity
gains (including the improved productivity generated
by WTR itself) to reduce hours with no income loss;
employee acceptance of lower incomes in return for
more time; state financial support; and redistribut-
ing income from capital and the wealthy to enable
the majority to enjoy shorter hours.

Not all firms or workplaces have the same capaci-
ty to increase hourly productivity and wages, while
not all employees (especially the lowest paid) will
be as willing or able to accept lower incomes. State
financial support can help with both issues. In cas-
es where WTR saves or creates jobs, such support
can be paid for out of the savings on the costs of
unemployment. That said, a more general orienta-
tion toward more leisure time rather than more out-
put will put some limits on the amount of tax revenue
and social contributions that states collect, creating
a tension with proposals for greater public spending,
although options do exist for new sources of tax rev-
enue to address this challenge.'*

Debate also exists over whether to emphasize indi-
vidual rights to choose shorter work hours or col-
lective forms of WTR, such as a standard four-day
workweek —with pros and cons to each approach.®®
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A collective approach has greater potential to move
beyond the consumerist ‘work-and-spend’ cycle*¢ in
an equitable way (ensuring that shorter hours are not
just for high-income earners or those constrained to
accept part-time work), but it can be supplement-
ed by individualized options that face less opposi-
tion and allow people to choose the time-money bal-
ance they prefer.

No ‘one-size-fits-all’ option exists for every employ-
ee or workplace. While the focus may be on a four-
day workweek as the next step in working life, flex-
ible variations on the idea — e.g. additional days
off on annual basis or longer career breaks — also
deserve consideration. So, too, does gradually phas-
ing in a four-day workweek by starting with one more
day off per month.

Policy relevance

Work-sharing, or short-time work, policies have
proven their value in limiting the negative effects
of economic downturns, including the current one.?”
Many variations exist in EU member states® and
around the world. For example, instead of layoffs of
20 percent of the employees in a company in difficul-
ty, all employees could go to a four-day work week,
and receive income support from the state (or unem-
ployment benefits) on the fifth day. There is typically
no extra financial cost (and even some savings to the
state compared to the cost of layoffs),*® while much
human suffering from the psychological stress and
economic uncertainty of unemployment is avoided.?°
Such policies allow employers to retain employees
and their skills, enabling businesses — and the wid-
er economy — to bounce back more quickly with-
out recruitment and training costs when conditions
improve.

In the extreme, short-time working can involve
temporarily reducing work hours to zero, as many
people have experienced during the Covid-19 cri-
sis. Widespread adoption of such policies is a main
reason why unemployment has not risen as sharply
in the EU as in the United States.?* The EU has also
taken an important step with its Support to mitigate
Unemployment Risks in an Emergency (SURE), which
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provides loans to member states to fund short-time
work policies during the coronavirus crisis.?? It could
serve as a pilot for a permanent European short-time
working /unemployment (re-)insurance system that
provides automatic stabilizers and strengthens EU
solidarity.®

A quick return to ‘normal’ after the Covid-19 cri-
sis seems neither likely nor entirely desirable giv-
en that business-as-usual had generated the wors-
ening climate crisis®* and other ecological problems
that risk surpassing key planetary boundaries.?®* The
hope that something positive could emerge from the
crisis is exemplified by New Zealand Prime Minister
Jacinda Ardern’s suggestion that companies consid-
er a four-day workweek as they start up again.2®

Once government aid packages and short-time
work expire, a sharp rise in unemployment is pos-
sible. A quick return to previous production and con-
sumption levels, let alone substantial growth beyond
that, may be held back by factors such as restric-
tions on activities to avoid further waves of infection
or spending restraint by recession-weary consumers
and investors. A conventional response would be to
stimulate more consumption, bringing with it more
demand for energy and material resources, and
aggravating the risk of climate and ecological crises.

A more environmentally sound response is to
encourage WTR (or, where hours have been reduced
during the Covid-19 crisis, avoiding a return to previ-
ous full-time hours). This solution should go hand in
hand with green investments needed to decarbonize
energy and transport systems.

In addition, an emphasis on ‘time wealth’ rather
than increased material consumption is a key ele-
ment of an alternative vision of wellbeing and abun-
dance.?” This involves shifting how society benefits
from labour productivity gains (greater production
per hour of labour) toward more free time (with con-
stant incomes) rather than higher incomes and con-
sumption.

Some individuals may be willing to go further and
accept lower incomes in return for even greater
reductions in work hours — indeed it can be argued
that this may serve as an additional strategy to
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fight climate change.?® Ecological sustainability and
wellbeing could both be served by shifting empha-
sis from ever-growing quantities of material output
toward quality-of-life gains for time-pressed popula-
tions in wealthy nations.?’

In recent years, interest in and public support of
WTR in general and a four-day week in particu-
lar has grown due to factors such as the possible
acceleration of automation and reduced demand for
labour, evidence of substantial employee interest in
more time off particularly among younger workers,3°
and a growing number of examples in workplaces of
various kinds (which typically show greater employ-
ee satisfaction and higher hourly productivity).3*

Policy recommendations

Based on the reasoning above, I recommend that
the emphasis on short-time work policies support-
ed by SURE evolve toward longer-term WTR poli-
cies, to be included within member-state Resilience
and Recovery Plans (RRPs) and National Reform Pro-
grams (NPRs) or future Country-Specific Recommen-
dations (CSRs) by the Commission:

1. Member states should launch national or
sectoral dialogues on how to transition to a
four-day workweek in a way best suited to
national approaches to labour-market regula-
tion, while prioritizing the use of hourly labour
productivity increases to finance WTR.

2. Member-state governments should expand
individual rights to choose time over money
by ensuring:

« employees have the right to reduce their
hours of work, with equal rights and
pro-rated wages and benefits for shorter-
hours workers, and the right to return to
full-time hours at a later date

e aright to take pay raises in the form of time
rather than a higher income

« employers can only reject such requests if
they can show it would create significant
difficulties for the organization
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3. Financial support mechanisms should be
developed by member state governments
to ensure that WTR is not only available to
high-income workers, while limiting labour-cost
increases in sectors with limited ability to
increase hourly productivity. These can either
top-up the incomes of shorter-hours workers
or reduce the social contributions paid by firms
that reduce hours (allowing them to pay higher
wages). Revenue sources may include:

e Savings on unemployment costs when jobs
are saved or created through WTR

e Taxation of profits and high incomes in
sectors experiencing rapid productivity
gains through automation

e Other taxes designed to more equitably
distribute income and wealth3?

« Ecological taxes/carbon pricing designed
to shift production and leisure activities in a
less-resource intensive direction

4. States should show leadership in changing
work-time norms through their role as
employers by:

* negotiating shorter-hours arrangements
with their employees.

e establishing four-day workweeks as the
norm for newly hired workers.

e ensuring their own employees have rights
to choose time over money.
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