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Issue: To set out options for introducing flexible furloughing and closing the
scheme to new entrants
Summary: | In your announcement on Tuesday you committed to exploring ways to

introduce flexibility to allow furloughed workers to return to work part

time
[ ]

. This note sets out:
Our policy objectives for introducing flexible working
The operational impacts, risks and trade-offs for delivering
different policy options

The likely hard cases that will result
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Policy objectives of introducing flexible furloughing

1. Allowing furloughed workers to come back to work, while still providing employers
with some government support, will help firms to restart production as the economy
recovers. Introducing this additional flexibility to the scheme also allows firms to
bring back their furloughed workers in a phased way, according to their own
demand for labour, removing a cliff edge in support as the scheme ends. More
flexibility could also help employees with ongoing caring responsibilities.

2. We should aim to introduce flexibility while minimising deadweight cost, fraud risk
and incentive for firms to hoard labour, to prevent re-allocation of resources in the
economy. Introducing flexibility will add complexity for employers claiming the grant,
which is likely to increase the risk of error, opportunistic fraud, and give organised
criminals longer to try to find ways to abuse the scheme. It will also mean employers
will need to make more amendments and it will put pressure on HMRC operations and
ability to ensure compliance. There are limits to how many of these impacts we can
minimise and there will be trade-offs between targeting the policy, increased
complexity, the burden on HMRC operational resource and HMRC’s ability to ensure
compliance.

3. Any consideration of the operational impacts and choices for flexible furloughing
must be considered alongside your commitment to make employers start
contributing towards workers’ wages when furloughed. This will add further
complexity and an incentive for employers to commit opportunistic fraud. You will
be receiving advice on this next week.

4. A number of vocal stakeholders have requested that they still receive support from
the government for when their workers are not working, while allowing them to
bring them back for some work so we can be confident at least some firms will
choose to take up flexible furloughing - reducing the short-term cost of the scheme
as fewer hours are claimed for. However, we also know that over half of furloughs
are from firms which have furloughed more than 90% of their staff. If these firms
have paused trading they are unlikely to make use of part-time furloughing in the
immediate future, although may begin using the flexibility as NPIs are lifted. In the
longer term, the impact on the overall cost is more ambiguous as some firms may
choose to use part-time furloughing when, in its absence, they would have brought
workers back full-time or made excess staff redundant.

Timing of introducing flexibility
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