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OK colleagues,

i have spent a bit of time thinking about this today.

i think that there are two separate "things" that could trigger a need for action
1) A local lock down, where firm is locked down, or heavily curtailed.
2) Widespread NPIs hit either sectors, or the whole economy "a bit"

i have not considered a repeat of 2020.

i then thought about 4 types of people
1) Low qualifications, low firm specific skills (shop workers)
2) Low qualifications, some firm specific skills (peaple who have worked their way up within a firm)
3) High qualifications, low firm specific skills (HGV lorry drivers to pharmacists)
4) High qualifications, high firms specific skills (Managers, for example)

Within each of those four, | have considered 4 demographics
1) Young people, single, might well be living at home
2) Main earners in households, probably with kids
3) Second earners, or people old enough to take comfortable early retirement
4) Recent migrants, for whom the option to "return home" is real.

in each case | have tried to think through the incentive for the firm to engage in desirable behaviour, i.e. retain them (in
the case of local lockdowns) or move to part time work (in the case of NPI slowdown).

i then tried to think through what would change those incentives.
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Finally, | list the obvious solution - | only allowed myself one solution for local lockdowns, and one for NPI slowdowns.
You can't, after all, have a separate policy for an A8 lorry driver with 2 kids...

| enclose my thinking as two (similar) large tables.

For local lockdowns, | think that the best solutions are:
1) Do nothing for short or mild local lockdowns
2) Have local grants for longer or more severe lockdowns.
My thinking is that if Primark in Kingston has to shut down, they are unlikely to make their staff redundant. They know
that the demand is still there - indeed, their customers may go to a neighbouring Primark - and they have deep pockets
and they can borrow. We don't, therefore, want to give money to firms like Primark. But a small local firm may lose
customers properly, and probably can't borrow. (At one level this just shows Primark has economies of scale, and we
should let the small firm go bust, but | imagine that has no support). In that context, an LA grant scheme has
considerable appeal. If | had to have a national scheme, | would want a delayed furlough, on pretty much the original
terms, but with a criteria that you have to furlough at least (say) 25% of your total staff. This would, de facto, be a way of
excluding Primark, while allowing the local coffee shop to be covered. (1 am grateful to Tom H for this - it is his idea, and
i think he is right)

For longer term NPI induced slowdowns, | think that we prefer short term working to unemployment in the short run,
because we are not expecting many jobs to be created this winter. This is particularly true for groups prone to scarring.
Equally, we don't want people at home, fully furloughed. Here | think that the CBI scheme is a good one (although | am
sure we can refine it). Firms need to pay workers (say) of their pay, and can ask them to work for 50% of the time.
The firm is thus overpaying for labour - this is not a labour subsidy scheme. Second, workers take a bit of a pay cut -
1/6" in the CBI model. That doesn't sound a lot, but they still have a chunk of "going to work" costs, so | don't think this
is more generous than the furlough was net of these costs. | think it still preserves some incentive to look for better jobs,
although "last in, first out" rules and the general state of the economy mean that people are reluctant to move work at
present. And we pay a bit. | think our bit should be limited - perhaps to as low as a sixth of (say) £36k (i.e. £6k a year +
our share of basic pension and NI, say £7,500 in all}. The reason is two-fold: firms are most likely to want to keep high
paid staff, who are more likely to be hard to replace. So they are more likely to make up the difference themselves.
Second, government wants these people working full time, because they contribute a lot to GDP. So we are quite keen
for them to have a high incentive to look for work.

i can't see any need for firms to prove there are affected. If they are willing to reduce their workers hours', and overpay
them per hour, that is credible. might have a minimum % of workforce to be covered, so that it doesn't become a scam
for the small number of people who happen to want to go part time at the right time.

i would require them to record that they are doing this in advance, and perhaps even to record which days. That would
allow us to check a handful of suspect cases before paying out. | might post it that data publicly, to allow other people in
the company or community to grass them up as necessary. They would have to inform workers in advance. | would not
have bars on hiring or firing: many firms have more than one division, or are regionally dispersed - you can imagine a
laundry might make people in London redundant, put others on part time work, but if they win a new contract for a
hospital in Wales, they might take more people on there.

i would also be rather harsh in the part time rates. | don't want white collar firms claiming staff are working 0.9. Either |

would go with half time, or wouldhavequitea narrowrange atleast0 daysca week, no more than two thirds of the
week, something like that. Outside that, let them go, or hire them full time.

i would not taper this. lf we make firms overpay for staff, the scheme will self-taper. HMRC colleagues estimate that the
cost of the original furlough has fallen from over £10bn a month at the start, to about £1.7bn now. Some of that is
because we require co-payment, but much is because firms prefer to be operating. You don't after all, make any money
when closed. | think that this would self-taper more effectively, because we would be requiring firms to overpay for
labour. They have a big incentive to get people back to work full time - they get 50% of a week's work, for one third of a
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week's pay. And equally they have an incentive to let people go, saving two-thirds of a week's work, while losing only
half a week's work. If that half isn't there, the case for redundancy is strong.

i would announce this scheme through to the spring - probably until mid-May. This is 45 days after the end of the
financial year, which means we have a scheme that we (hopefully) do not need to return to until the end of the financial
year, the end of the winter flu season, and until we know how Covid has gone over the winter.

i hope that this is useful. Happy to talk.

Best wishes

Tim
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