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Executive summary

e The notion of a shorter working week - or four-day working week
- in Germany has found new momentum in political, trade union
and broader, public spheres in recent years.

* This paper contributes an understanding of what the costs and
benefits of such a policy would be, if it were implemented in the
public sector (with no loss in pay).

eIt finds that a 30-hour week in the public sector is not just
desirable for worker wellbeing and for reducing the costs of
burn out and presenteeism; a 30-hour week would also create
hundreds of thousands of jobs and establish a new standard for
all employment in Germany.

* A four-day week would create an estimated 610,000 new full-
time equivalent jobs.

*Such a policy is eminently affordable and achievable: on
Autonomy’s conservative calculations, a 30-hour week could cost
around €l1bn.

* This figure is only 4% of the total public sector wage bill, and
0.8% of the German government’s recent spending budget in
recent years!

* Public sector employment takes up a relatively high proportion
of employment (above 10%) in Germany - entailing that a 30-
hour working week would benefit a significant chunk of the
labour market.?

* We show the relative cost of such a transformative policy
relative to other proposals being discussed in Germany today,
such as NATO spending and tax reforms.

1 Taking the budget in 2018 as a benchmark (Destatis 2019b: 270).
2 Source: (Destatis 2019a: 83); total employment is: (IAB MAKRO 2021).
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Deutsche Kurzfassung

e Arbeitszeitverkiirzungen spielen in den letzten Jahren eine
zunehmende Bedeutung in Tarifverhandlungen, aber auch in der
breiteren 6ffentlichen und politischen Debatte.

 Diese Studie traégt zu einem besseren Versténdnis der
Kosten und Vorteile einer 30-Stunden-Woche (bei vollem
Lohnausgleich) im Offentlichen Dienst bei.

« Sie zeigt, dass eine 30-Stunden-Woche im Offentlichen
Dienst nicht nur vorteilhaft fiir das Wohlbefinden der
Beschdaftigten wére - eine 30-Stunden-Woche wiirde auf3erdem
Hunderttausende von Stellen schaffen und eine Vorbildfunktion
fiir den gesamten Arbeitsmarkt ausiiben.

« Eine 30-Stunden-Woche im Offentlichen Dienst wiirde bis zu
610.000 neue Vollzeitstellen schaffen.

e lhre Einfilhrung wére bezahlbar und verhéltnisméaBlig einfach
umzusetzen: laut unseren Berechnungen wiirden sich die
Kosten einer 30-Stunden-Woche auf um die 11 Milliarden Euro
belaufen.

* Damit belaufen sich die Kosten auf weniger als 4% des
offentlichen Personalhaushaltes und nur 0,8% der gesamten
Staatsausgaben.

e Der 6ffentliche Beschaftigungssektor umfasst mehr als 10% des
deutschen Arbeitsmarktes - die Einfiihrung einer 30-Stunden-
Woche in ihm wiirde entsprechend einen substantielle
Lenkungswirkung entfalten*

 Wir illustrieren die relativ geringen Kosten dieses
transformativen Unterfangens indem wir sie in ein Verhaltnis
zu geplanten staatlichen Mehrausgaben fiir Riistung und den
fiskalischen Effekten gegenwartig diskutierter Steuerreformen
setzen.

4

Basierend auf dem 6ffentlichen Haushalt von 2018 (Destatis 2019b: 270).
Quelle: Destatis 2019a: 83; Gesamtbeschaftigung: IAB MAKRO 2021.
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Introduction

In recent years, the issue of working time reductions has received
increasing attention in Germany, with the option won for metalworkers
by the powerful IG Metall union to temporarily reduce their 35-hour
work week to a four-day-week. Coupled with the right to return to
full-time work after two years, this was heralded as the start of a new
age of working time reduction. Additionally, workers with caring duties
were afforded a further increase in pay that could be exchanged

for eight days ‘special leave a year - an agreement similar to the
previous achievement of the small but militant railway and transport
union EVG, which afforded railway sector workers the option to
convert pay rises into extra vacation days.

These advances fuelled enthusiasm to reintroduce working time issues
into collective bargaining, with Germany’s second largest trade union,
verdi, preparing a campaign for working time reductions in the public
sector. This “renaissance of working time politics” (Schulten 2019: 25)
follows several decades in which working time issues played only a
minor role in collective bargaining, owing in part to the painful and
lasting defeat of the IG Metall in its post-reunification attempt to
harmonize the longer working hours of metalworkers in East Germany
with the shorter hours in the West.?

1990 therefore marked the beginning of three decades of “lost”
working time reductions, as illustrated in the graph below (Fig. 1).
While pre-unification West Germany displayed a secular trend towards
collective working time reductions, with the average agreed full-time
work week falling from 48 hours in the 1950s to around 38 hours at the
end of the 1980s, the period after reunification saw a slight increase in
working time, followed by a stagnation of the full-time work week at
around 38 hours.

5 This option has proven to be wildly popular (cf. Schulten (2019))
6 The harmonisation of working time has made substantial progress this year, however (1G

Metall (2021).
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Fig. 1: Historic development of full-time work week’

7 The graph is based on data from Pollert et al. (2016) for the years 1955-1970, Allmending-
er et al. (2005: 202-205) for the years 1970-1990 and IAB MAKRO (2021) for post-1990. | linearly
interpolated missing data.
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Losing collectivity

While recent achievements of the German trade union movement
should be welcomed, given the numerous advantages working time
reductions promise in terms of mental and physical well-being, gender
equality, productivity, social justice and ecological sustainability

(cf. Srnicek & Williams 2015; Stronge & Harper 2019), one specific
downside of this renaissance should nevertheless be highlighted.
Instead of collective working time reductions, more and more options
are being established for individual working time reductions, which

- absent the stronger bargaining position offered when workers act
collectively - risk undermining the key demand that working time
reductions should be introduced with no loss in pay. Individual working
time reductions thus run the risk of becoming the privilege of high
earners, rather than a way to ensure that all workers can benefit

from past, present and/or future increases in productivity. This issue

is all the more pressing as recent decades have witnessed a growing
disconnect between increased productivity and hourly compensation.
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Long overdue reductions

It is time for a renaissance of collective working time reductions -
and as we illustrate in the following, the German government might
face lower costs for introducing a four-day working week in the
public sector than is often believed. This report builds on Autonomy’s
earlier research into working time reductions in the public sector
(Jones et al. 2020; Jump & Stronge 2020). As we argued in

, a shorter working week in the public sector comes
at a modest cost, while offering the potential to create hundreds of
thousands of jobs, major wellbeing and health advantages to workers
and, perhaps most importantly, the means to establish a new “gold
standard” for work in a more socially and ecologically sustainable
economy (Jones et al. 2020). Additionally, as we show below, the costs
of a shorter work week in the public sector can largely be met by the
increased income tax revenue and social contributions accrued from
the newly hired staff, coupled with reduced spending on unemployment
support. This leaves the public sector uniquely positioned to act as a
trailblazer for working time reductions.

A focus on the public sector as a role model should also be attractive
to trade unions, given the significant portion of the labour market it
occupies, and could therefore become an exemplar for wider change.
it represents a significant chunk of the labour market, and thus
could become an exemplar for wider change. At the same time, the
vital importance of decent public services that also offer attractive
employment opportunities has been forcefully proven in the recent
Covid crisis. Last but not least, the substantial increase in hourly
wages accompanying the introduction of a four-day work week with
no loss in pay would go a long way to reverse the decoupling of real
hourly earnings and labour productivity that has been particularly
strong in Germany in the past decades (cf. Uguccioni & Sharpe 2016;
Dao et al. 2017).


https://autonomy.work/portfolio/publicsectorpioneer/
https://autonomy.work/portfolio/publicsectorpioneer/
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(0]

Costing a four-day week in Germany's
public sector

In this paper, we introduce a new methodology to gain a better
understanding of the costs of working time reductions, using the
implementation of a 30-hour work week in the German public sector
with no loss in pay as an example.

We do so using the following assumptions:

e The 30-hour work week will be introduced gradually over the
course of a decade.

e Demand for public services will largely remain constant?

» Workers contribute to financing a shorter work week by
accepting that wages are only increased for this decade to
compensate for inflation.®

* Finally, we assume that the introduction of working time
reductions will induce average productivity increases of roughly
1.36% per annum. More detail on this is provided below.

Productivity assumptions

The above assumption refers to the well-established fact that while
working time reductions can lead to substantial job creation, this
job creation is not necessarily proportional to the reduction in
working hours, as organisations adopt more efficient work processes,
introduce new technologies and thereby make up for lost human
labour (White 1987; Taddei 1997; Golden 2012). The recent example of
illustrates
this powerfully: while public service provision remained the same,
substantial reductions were realized without expanding staffing levels,
as existing resources were used more effectively (Haraldsson & Kellam
2021). The yearly productivity increase rate is derived by applying
the rule of thumb from economic literature “that the effect of a cut in

8 Some projections imply that public employment might shrink slowly in the 2020s, which
would reduce the costs of working time reductions in the public sector. It is doubtful whether this
is normatively desirable. Instead, an expansion of the public sector might be needed to provide
decent care, education, other basic services as well as decent working conditions (cf. Heintze et al.
(2020)). This seems particularly reasonable in light of the Covid pandemic and the importance of
strong public services it reinforced.

9 Especially those who are currently working part-time and/or are unemployed stand to prof-

it from substantial real-wage increases due to a redistribution of working times however.
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1

working time is distributed more or less evenly between employment

and productivity” (Bosch & Lehndorff 2001: 227).

Public sector employment in Germany

Public employment in Germany accounts for around five million jobs
or just over four million (Destatis 2019a: 86) full time equivalent (FTE)
positions in 2018. The total costs of public employment amount to

almost 300 billion euros per year, or close to 70,000 euros per position
(Destatis 2019b: 270)

To establish a baseline for comparison, we first project the wage costs
that might be expected based on given levels of public employment
and real wage increases in the past (i.e. wage increases on top of
inflation compensation, which averaged around 1% per annum between

the reunification and 2018 (WSI 2020).
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(=2018) 69,586 4,232,700 294bn
2 70,085 4,232,700 297bn
3 70,791 4,232,700 300bn
4 71,503 4,232,700 303bn
5 72,223 4,232,700 306bn
6 72,951 4,232,700 309bn
7 73,685 4,232,700 312bn
8 74,427 4,232,700 315bn
9 75,176 4,232,700 318bn

10 75,933 4,232,700 321bn
1 76,698 4,232,700 325bn

[Tc:b/e I: Baseline scenario pub/ic emp/oymemL Germany, projections based
on Destatis 2019a; Destatis 2019b; WSI 2020. Full figures in Appendix
One]

As can be seen, wage costs are estimated to increase substantially
in the decade following 2018, as real wages keep growing.® But by
how much would these costs be increased if a 30-hour work week in
the public sector were to be adopted? The collectively agreed full-
time work week in the public sector in Germany is slightly higher
than in the rest of the economy, at 39.2 hours per week (Eurofound
2017)." Assuming a linear decrease in working time across the period
of a decade, this would imply a reduction of an average of 0.92
working hours per year. Assuming an even split on job creation and
productivity increases, this brings us to the following scenario:

(o] By using average real wage growth over a longer period of years, we cover both years of
economic crisis as well as years of economic boom, rendering our calculations more conservative.
n The data is for 2016, but between 2018 and 2016 there has been little progress in terms of
collectively agreed working times in the public sector.
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INE
9 O(] 8) 39.20 69,386 4,232,700 294bn o )
2 58.28 69,586 4,283,563 297bn 0.6bn 50,863
3 37.36 69,586 4,536,505 301bn 1.2bn 103,605
4 36.44 69,586 4,391,044 305bn 2.0bn 158,344
) 35.52 69,586 4,447,910 309bn 2.9bn PAEWAL)
6 34.60 69,586 4,507,044 313bn 3.9bn 274,344
7 33.68 69,586 4,568,602 317bn 5.1bn 535,902
8 32.76 69,586 4,632,752 321bn 6.4bn 400,052
9 31.84 69,586 4,699,682 326bn 7.9bn 466,982
10 50.92 69,586 4,769,600 331bn 9.5bn 536,900
1 50.00 69,386 4,842,754 336bn 11.4bn 610,034

[Table 2: Working time reductions scenario | for public employment
Germany, projections based on Eurofound 2017; Destatis 2019a; Destatis
2019b; WSI 2020. For full detail see Appendix Two]

Findings

As we can see, working time reductions in the public sector could

be implemented with no cuts to wages, at a very low cost, relatively
speaking. At a cost of just over 11 billion euros, it would create an
additional 610,000 jobs, greatly improve the wellbeing of existing
workers, and boost the attractiveness of the public sector as an
employer. This is all the more noteworthy as working time reductions
are particularly attractive to public employers since such a policy
would offer strong returns on investment.

12 Wage costs are presented in 2018 purchasing power (nominal wages would continue to
grow in line with inflation in the working time reduction scenario).
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The reduced costs of public sector
employment

On the one hand, the cash paid out in new public sector wage packets
returns, to a significant degree, to the public purse. To illustrate, let’s
take an example of an average full-time position in the public sector
(standard, non-civil servant employment): they would earn an average
monthly income of 3.630€ before taxes in 2018 (Destatis 2019a: 41).
Including the Christmas bonus, this would total to a yearly pre-tax
income of roughly 46.500€. Adding the incidental wage costs of
around 21% (cf. Dreiling 2021),”® total costs add up to over 56.000€.
The net income of a single full-time worker in that income group on
the other hand amounted to only slightly more than 28.000€ after
income taxation and social security contributions in 2018.

In other words: for every euro the German state spends on wages,
roughly fifty cents are redistributed into the public sector and social
spending (e.g. the federal pension system) through some form of
taxation or social security contributions. But the return on public
employment spending does not end there, as there are also indirect
taxes, such as VAT. In 2015, these averaged around 13.7% of before-
tax income (Bach et al. 2017: 34), which equates to around 6,385€ or
11.4% of the total costs (including incremental wage costs) of the FTE
position in our example above. Accordingly, for every euro the state
spends on public employment, more than 60 cents would typically
return back to it."

The costs are even lower, if you take into account that job creation
accompanying the introduction of a shorter work week in the public
sector could substantially reduce the costs of unemployment. Net state
spending on unemployment amounted to 21 billion euro for 2.3 million
unemployed, or on average around 9,000€ per person per year.”

13 Due to fairly generous occupational pensions schemes in the public sector, these costs are
actually slightly higher, but since parts of these contributions are funnelled into investment-based
pension schemes, rather than the federal retirement scheme, we have opted to base my calcula-
tions on average social contributions.

14 Some of these revenues, for instance contributions to the pension system, imply future
liabilities for the state. They are difficult to model however and should not substantially change the
overall costing, particularly because the generous pensions schemes for civil servants are already
included in the costing. Assuming a strong growth of employment due to working time reductions
would furthermore entail a better financial position of the pension system in the future also, reduc-
ing the relative costs of these liabilities.

15 We have excluded public costs for social security contributions on behalf of the unem-
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Beyond cost neutral?

As illustrated in the table below, steering the introduction of a shorter
work week in the public sector in Germany with the clear aim of
reducing unemployment could even mean that its implementation
would not only be very cheap, but that it might even have an overall
positive fiscal effect. As the 30-hour work week would be introduced
over the course of a decade, this would provide ample time for
training and (re-)qualification of workers.

€16 bn

B Reduced cost of unemployment

I Additional tax revenue and social security contributions

€]4 bn‘ B Additional wage costs

BN Net revenue

€12 bn]

€10 bn-
€8 bn
€6 bn
€4 bn-

€2 bn-

€0 bn-

Cost Revenue Net revenue

[Fig 2: Net costs of a shorter work week in public employment Germany,
projections based on Winkel 2018; Destatis 2019a; Dreiling 2021. Figures
rounded to nearest hundred million. For full detail see Appendix Three]

ployed such as health insurance as these, in our approach, do not count as net costs for the state
(see above). Weber et al. (2020) declare the direct costs of unemployment to be at 27,2 billion
euros; we have then reduced these by the 4,3 billion euro for social security contributions for people
on unemployment benefit and by 100€ a month per person for the health insurance contributions
of people on welfare support (Winkel (2018).
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Even without an exclusive focus on reducing unemployment, the costs
of implementing shorter working hours are likely to be low. Even the
costs for introducing a shorter work week in the public sector with

no loss of pay, factoring in a continuation of past real-wage growth
comes at a relatively modest price, as shown in the table below:

1(=
20(18) 39.20 69,386 4,232,700 294bn o o
2 58.28 70,085 4,283,563 300bn 3.6bn 50,863
3 37.36 70,791 4,336,305 307bn 7.3bn 103,605
4 56.44 71,503 4,391,044 314bn 11.3bn 158,344
5 35.52 72,223 4,447,910 321bn 15.5bn VAEWALY)
6 54.60 72,951 4,507,044 329bn 20.0bn | 274,344
7 53.68 73,685 4,568,602 337bn 24.8bn 335,902
8 32.76 74,427 4,652,752 345bn 29.8bn | 400,052
9 31.84 75,176 4,699,682 353bn 35.1bn 466,982
10 50.92 75,933 4,769,600 362bn 40.8bn | 536,900
1 30.00 76,698 4,842,734 371bn 46.8bn 610,034

[Table 3: Working time reductions scenario Il for public employment in
Germany, projections based on Eurofound 2017; Destatis 2019a; Destatis
2019b; WSI 2020. Full details in Appendix Four]

Accounting for the increase in direct and indirect tax revenues and
reduced costs of unemployment, even in this substantially more costly
scenario, the net costs might end up at only around 13 billion euros.
To put these numbers into perspective, let us compare them to other
recent policy proposals that have been discussed, and even adopted,
in German politics.
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Policy comparisons

Take for instance the commitment to raise the German military
spending to 2% of GDP as demanded by its NATO partners
(tagesschau 2021). By 2018 standards, this would imply that military
spending grows by 0.8% of the German GDP (Destatis 2021) or
roughly 27 billion euros® It is noteworthy that the main critique of

this commitment was not an economic one, but rather focused on its
normative implications: spending dozens of billions of euros a year on
a single governmental undertaking seemed to be perfectly conceivable
for all parties involved.

€80 bn
€60 bnT
€40 bn

€20 bn

Additional wage costs Increasing Military Tax model Additional wage costs Tax model FDP
30-hour work week  spending to 2% of GDP Conservatives  30-hour work week scenario Il
scenario |

[Fig. 3: The cost of working time reductions vs. other policies, based on

Destatis 2021; Buhlmann et al. 2021]

Or take the likely fiscal effect of the tax reforms suggested by
Germany's Conservative Party (a loss of 32 billion euros per year) or
the Free Democratic Party (a loss of 87 billion euros per year) as part
of their electoral programs (cf. Buhlmann et al. 2021).” Even making
the extremely unrealistic assumptions that there would be no savings
on unemployment support and no additional revenue generafed from
increased employment at all, these policies vastly outweigh the costs of
introducing a shorter working week in Germany’s public sector, offering

) The precise figure is 26,851 million euros.
17 It might also be noteworthy to remember that according to a 2019, Germany's tax gap was
at around 125 billion euro in 2015 (Murphy (2019)).
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qualitatively better working conditions to millions and setting a global
example for a more socially and ecologically sustainable organisation
of work.

On these bases, the political parties who share the commitment to
reduce working time should actively engage with such a policy to offer
the population an alternative economic vision for society and our
working future.
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Appendix One

1
(=2018) 69,586 4,232,700 293,691,000,000

2 70,085 4,232,700 296,648,164,694
3 70,791 4,232,700 299,635,104,978
4 71,503 4,232,700 502,652,120,662
) 72,223 4,232,700 305,699,514,575
6 72,951 4,232,700 308,777,592,593
7 73,685 4,232,700 311,886,663,675
8 74,427 4,232,700 515,027,039,887
9 75,176 4,232,700 318,199,036,441
10 75,933 4,232,700 321,402,971,720
1 76,698 4,232,700 524,639,167,315

[Tob/e 4: Baseline scenario pub/ic emp/oymemL Germany, projections based

on Destatis 2019a; Destatis 2019b; WSI 2020. ]
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Appendix Two

Q] 0(12) 392 69,586 4,232,70 | 293,691,000,000 o o
2 58.28 69,586 4,283,63 | 297,220,202,194 | 572,037,501 | 50,863
3 57.36 69,586 4,336,05 | 300,879,765,712 | 1,244,660,734 | 103,605
4 56.44 69,386 4,391,044 | 304,677,918,627 | 2,025,797,965 | 158,344
5 35.52 69,386 4,447,910 | 308,623,634,915 | 2,924,120,340 | 215,210
6 346 69,386 4,507,044 | 312,726,723,703 | 3,949,131,110 | 274,344
7 33.68 69,386 4,568,602 | 316,997,931,925 | 5,111,268,250 | 335,902
8 32,76 69,386 4,632,752 | 321,449,062,837 | 6,422,022,950 | 400,052
9 31,84 69,386 4,699,682 | 326,093,113,368 | 7,894,076,927 | 466,982
10 50,92 69,386 4,769,600 | 330,944,433,942 | 9,541,462,222 | 536,900
1 30 69,386 4,842,754 | 336,018,915,263 | 11,379,747,948 | 610,034

[Table 5: Working time reductions scenario | for public employment

Germany, projections based on Eurofound 2017; Destatis 2019a; Destatis
2019b; WSI 2020]

18

grow in line with inflation in the working time reduction scenario).

Wage costs are presented in 2018 purchasing power (nominal wages would continue to
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Appendix Three

2018 0 0 0 0

2019 572,037,501 343,222,501 457,203,832 -228,388,831
2020 | 1,244,660,734 746,796,440 931,295,813 -433,431,520
2021 | 2,025,797,965 1,215,478,779 1,423,541,882 -613,022,696
2022 | 2,924,120,340 | 1,754,472,204 1,934,504,606 -764,856,470
2023 3,949,131,110 2,369,478,666 2,466,054,744 -886,402,500
2024 | 5,111,268,250 | 3,066,760,950 | 3,019,384,550 -974,877,250
2025 | 6,422,022,950 | 3,853,213,770 5,596,023,120 | -1.027,213,940
2026 | 7,894,076,927 | 4,736,446,156 4,197,654,192 -1.040,023,421
2027 | 9,541,462,222 | 5,724,877,333 4,826,136,844 -1.009,551,955
2028 | 11,379,747,948 | 6,827,848,769 5,483,529,698 -931,630,519

[Table 6: Net costs of a shorter work week in public employment Germany,
projections based on Winkel 2018; Destatis 2019a; Dreiling 2021. For full
detail see Appendix Three]
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Appendix Four

2] O(];) 392 69,386 4,232,700 |293,691,000,000 o o
2 58.28 70,085 4,283,563 | 300,212,902,304 | 3,564,737,611 | 50,863
5 57.36 70,791 4,336,305 | 306,969,566,390 | 7,334,261,413 | 103,605
4 36.44 71,503 4,391,044 | 313,974,272,930 | 11,322,152,268 | 158,344
5 35.52 72,223 4,447,910 | 321,242,718,980 | 15,543,204,405 | 215,210
6 346 72,951 4,507,044 | 328,791,161,066 | 20,013,568,472 | 274,344
7 33.68 735,685 4,568,602 | 336,637,579,564 | 24,750,915,889 | 335,902
8 32.76 74,427 4,632,752 | 344,801,668,216 | 29,774,628,329 [ 400,052
9 31.84 75,176 4,699,682 | 353,505,053,487 | 55,106,017,046 | 466,982
10 50.92 75,933 4,769,600 | 362,171,549,496 | 40,768,577,776 | 556,900
1 30 76,698 4,842,754 | 371,427,455,566 | 46,788,288,251 | 610,034

[Table 6: Working time reductions scenario Il for public employment in
Germany, projections based on Eurofound 2017; Destatis 2019a; Destatis
2019b; WSI 2020]
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