Working Annualised Hours -


A Guide for Negotiators





LRD Bargaining Report 155  Feature  November 1995











The UK Department of Employment and Education estimates that about two million employees or nine per cent of the UK workforce are now covered by annual or annualised hours. 





Under annualised hours agreements working time is expressed as hours worked over 12 months rather than over a week. For example, a five day working week of 35 hours, less eight public holidays and 23 days annual leave would represent 1,603 annual hours. Pay is equalised on a weekly or monthly basis irrespective of the hours worked.





For the employer annual hours systems can give greater flexibility in matching hours to production requirements, and in particular in dealing with fluctuating demand or workloads, they can also be used to cut overtime and to extend service provision or opening hours.





For workers, annualised hours negotiations can be used to secure reductions in working hours and can provide opportunities for choice and control over working hours.





Bargaining Report examines recent devlopments and negotiations covering annual hours systems.














Annual hours in practice


Annualised hours systems can take a number of forms including seasonal working, which is quite common for groups of workers whose work is subject to seasonal variation. At Wolverhampton Council grounds maintenance staff work for 20 weeks on 31 hours and 32 weeks on 44 hours, a total of 2028 hours, according to the season. Similar arrangements operate for ground staff at the University of Keele. 





Seasonal peaks in demand can also be accommodated. The majority of manual workers at Carpets International (Newbridge) work 37 hours between January and July and 40 hours between August and December. Caradon Ideal work four nine hour days from January to the end of August and four nine hour days and one seven hour day between September and Christmas.





More commonly, contractual hours are divided into rostered hours and additional flexible hours, also known as reserve hours, bank hours or committed hours, during which employees can be required to work. These hours are generally used to cover absence, sickness, training, breakdowns or peaks in workloads. At Scottish Power reserve shifts are used for absence cover, training and other operational requirements with the exception of holiday cover.





At Rugby Cement the commitment of each employee's time is made as a contract for normal hours and additional hours. Each employee is advised of the proposed level of annual hours in their individual case. Payment for additional hours is included in the fixed annual salary and management determine whether additional hours are needed - at such time cover has to be provided. There is no separate hour by hour payment for overtime and any contractual additional hours which are not required to be worked do not result in a reduction in salary.





Annualised hours are not restricted to manual workers. At Whitbread in Cheltenham, secretarial and clerical staff are contracted for 1930 hours including up to seven Saturdays and Sundays; production workers are contracted for 2140 hours including up to seven Saturdays and Sundays and craft workers 2190 hours and up to 12 Saturdays and Sundays.





Annualised hours can be used to ensure continuity of production and are often introduced alongside five crew working. Here holidays, both annual and statutory are built into rosters. At GTI Chartham Papers for each crew there are only two types of time - working time and rest or leisure time - all current holidays, annual or statutory, are rostered and taken during shut and/or rest periods. Since public holidays are accounted for in the calculation there is no need for time off in lieu. 





For management at GTI Chartham, the introduction of annualised hours and five crew working breaks the link between hours paid and hours worked. Over a year some five crew shifts are contractually obliged to work more than average and some less, the differences are equalised over the year. In order to meet contractual requirements employees are obliged to attend work for a number of 'owed' or 'reserve hours/shifts', which are used for training and cover for absence with payment built into the equalised pay system.











Overtime


For employers one of the main attractions of annualised hours is the reduced use of overtime. At Arjo Wiggins Dartford Paper Mill management declared that "the Dartford Mill cannot continue to be structurally dependent upon overtime working in order to meet it's production and maintenance requirements". Five crew working has been introduced and employees are required to work an average of 66 reserve hours per annum paid at plain time except where this occurs for shutdown and start-up. 





The switch from overtime to contracted hours prompted a dispute in the television industry. In October 1994 members of broadcasting union BECTU took issue with Yorkshire Television when they moved from an annual hours scheme with quarterly cut-off periods to a fully fledged annualised system where 1924 hours are worked before any additional payments are made, thus turning all hours into basic contractual hours.





Anne Rawcliffe-King, independent broadcasting supervisory officer for BECTU, acknowledges that television has always required 365 days a year working and has always meant long working hours. However, she makes the point that it is easy to forget that overtime is voluntary and when you remove the notion of overtime from large amounts of the working year people could actually be required to work those hours. The remuneration system introduced by the annualised system weakens members ability to say no. It is likely that the first year of the scheme at Yorkshire Television will show a loss of income for members.





At British Gypsum overtime was voluntary, but following the introduction of annualised hours employees are required to work 170 bank hours on top of 1776 per annum. Although these are not built into the rostered work pattern no additional payment is made for working bank hours since remuneration is included in  annual contractual pay, employees are obliged to work these hours and anyone who does not attend is liable for disciplinary action.





The move to annual hours should incorporate compensation for loss of overtime earnings. Industry and services union MSF's guide to negotiating annual hours advises that where overtime is included it needs to be accompanied by an appropriate payment spread over 12 months which could be based upon current overtime premia.





At Scottish Power, employees moving to annual hours with an equalised salary paid irrespective of the number of rostered and reserve hours worked, received payments worth 6.5 per cent of salary and those moving to all-inclusive salary contracts received salary increases ranging from pst550 to pst900 depending on grade.





However, there is no reason why the principle of overtime cannot be retained as part of the annualised hours system. At BP Chemicals, day employees who choose to work a maximum of 80 additional hours including weekend and statutory holidays are paid upfront 80 hours at their personal hourly rate, 80 hours hourly inconvenience pay (currently pst3.56 per hour) and a non-pensionable commitment payment. 





At Courage (Tottenham), work done on Saturdays is excluded from standard hours and premia are paid. At GTI Chartham Papers employees are paid an annual contractual salary which includes a factor for the payment of overtime, whilst double time for public holidays is included in the annual contractual salary so there is no need for time off in lieu.  











Premium pay


The principle of paying a premium for work in the evenings or weekends can also be carried over to the way 'commitment' or 'bank' hours are used. At British Gypsum, time and a half is set against bank hours for Saturday or Sunday working. At Alcoa GB time off in lieu is given if working time falls on a public holiday. 





Similarly 'callout' compensation can be retained, as is the case at BP where there is still a separate payment. At British Gypsum, call out hours are counted against bank hours, with three hours charged between 6am Monday and 6am Saturday and six hours between 6am Saturday and 6am Monday. At Rugby Cement, a minimum of four hours is counted against the balance of additional hours. 











Hours reduction


For workers, annualised hours negotiations can be used to secure reductions in working hours. This is the case at GTI Chartham Papers where this year the introduction of annualised hours meant five shift working, giving employees three weekends off in five, a cut of three hours in the working week without loss of pay.





At Arjo Wiggins Dartford Paper Mill the agreement was based upon a commitment that employees would have 'increased and more beneficial programmes of leisure time and less contractual hours of work' and that reduced working time is effected without pro rata reductions in contractual/basic pay; annual hours were 1776 in 1989, reduced to 1728 in 1995 and will be further reduced to 1710 in 1996/97. 











Safeguards


Union views on the move to annualised hours are likely to depend very much on the circumstances and details, or as at British Gas (see box), on whether or not safeguards have been negotiated. For some unions the requirement to work reserve or additional hours is clearly seen as a disruption to their members' leisure time. 





The union representative at Laporte Industries commented "I would not recommend a system containing annualised hours, management expect the workforce to be ready to work over at their slightest whim, if refused threats are used, the result is a very unhappy and subdued workforce". At Kawneer the union has made it clear to members that if the company try to introduce annualised hours on the shopfloor it will increase the hours they must be available for work.





General workers union, the GMB, ensured that they negotiated a number of provisos to the annual hours agreement at Nestle Findus. This means that although overtime has officially been abolished, workers can choose to work 'excess hours' at weekends where they get 1.75 times the hourly rate up to 6am on Sunday and double time thereafter. Reserve hours are thus only worked in the week and 48 of these are designated for training. 





The union has negotiated to reduce reserve hours from 250 to 48 for training and 48 for other purposes. For convenor Alan Soulsby, annualised hours means "less hours and more choice over hours worked, whilst earnings have been protected".











Voluntary additional hours


In the best annual hours agreements, additional hours working is voluntary. This is the case at BP, although once employees commit themselves they are obliged to work them. At Michelin (Burnley) employees are required to work up to 214 shifts, but the company seeks volunteers first and will take account of personal circumstances should the number of volunteers not meet requirements.











Notice


If additional hours are not voluntary they should be limited, with adequate notice given of the need to work them, and with rosters planned well in advance. At Nestle Findus, employees can designate 60 days when they may not be called for reserve or excess hours and a minimum of 72 hours notice has to be given. 





At British Gypsum, bank hours were reduced from 208 to 170 in 1995 with 24 hours notice required.  At Yorkshire TV, individuals have to be issued with work schedules/rosters at least 12 days before the start of the roster period. At the Nationwide Building Society, where annualised hours apply for network support installations staff, an outline quarterly plan is published in advance identifying the likely days an individual will be scheduled to work, and one month in advance a final work plan is drawn up confirming the days an individual will be scheduled to work during the following month, including details of work hours where appropriate. 











Swapping shifts


Some companies allow workers some discretion in agreeing to work at a particular time and allow for the swapping of shifts. At Arjo Wiggins Dartford Paper Mill there is a procedure for the mutual exchange of shifts.











Use of additional hours


Agreements should ensure that additional or commitment hours are used for predictable labour needs, including training, rather than emergency cover. At Alcoa GB, 'floating days' are used for training and at Arjo Wiggins Dartford Paper Mill, 32 hours from reserve hours are specifically allocated for training; whilst at GTI Chartham Papers certain reserve hours are scheduled in six hour blocks for group training.  











Clean slate


It is important that agreements include a commitment to wipe the slate clean or reduce outstanding banked hours commitments at regular intervals, rather than letting them build up and be cleared at the end of the year.  





At Nestle Findus, there are four cut off points during the year after which the balance of reserve hours are cancelled. At Rugby Cement, a proportion of the additional hours, contractually committed but not yet used, are written off on the 30 September and 31 March (the year starts in January).











Maximum hours/breaks


For Anne Rawcliffe-King of BECTU the key issues in negotiating annualised hours are rostering provision and 'socially protective clauses', that is committing the company to a maximum number of hours that can be worked at one time and ensuring provision for rest breaks. 





At Yorkshire Television, a single scheduled duty will not normally exceed 14 hours, including meal breaks and travel, and the maximum hours that can be rostered in one week is normally 60 hours. There is a minimum rostered rest period of 10 hours between periods of duty. 





At Courage (Tottenham), a maximum of 11 hours are rostered in one working day. At Rugby Cement, the break between shifts will not be less than a minimum of eight hours and no one at Nestle Findus is required to work more than 12 hours continuously or have a break between shifts of less than six hours. 





At Nationwide Building Society, an individual is only be allowed to work a maximum 12 hour day and, within a 14 day period, will be required to take two separate breaks of a minimum of 35 hours consecutive rest. In addition, the department will endeavour to limit an individual to a maximum 48 hour week (including scheduled and non-scheduled work averaged over three months).











Childcare


It is important that additional hours working recognises workers' personal circumstances, in particular childcare responsibilities.





For MSF, annualised hours can give employees the possibility of some real choice and control over working hours. However, New Management: An MSF Guide also warns: 





"Annualised hours and zero contract hours may be requirements which working parents find difficult to meet. Working long hours when required, often at short notice may run counter to the needs of employees with care responsibilities and/or a regular pattern of care arrangements". 











Annualised hours at British Gas


Public services union, UNISON, has been negotiating an agreement with Public Gas Supply (PGS) - a British Gas business unit - which includes annualised hours. 





UNISON is currently balloting on the draft agreement, but is not recommending acceptance. 





John Green, UNISON's Assistant National Officer for the gas industry, told Bargaining Report:





"During negotiations we stressed the need for many of our members to have the opportunity of flexible working, not least to cover child/disabled/elderly relative care. We did manage to soften the agreement, build in a considerable amount of local autonomy, and underline that such new working time patterns would be negotiated, not imposed, and where at all possible should take account of individual needs and commitments". 





He notes that the new European Union Directive on Working Time, which comes into force in November 1996 deals with employers' obligations to accomodate employees' wishes as far as this is compatible with the business and this could affect an employers' ability to impose annualised hours.





The draft agreement means that Area Centres will be open from 8am to 8pm Monday to Friday and 8am to 6pm on Saturday, these are to be known as 'standard hours. It allows employees to request work


patterns that suit them.  





However, UNISON recognises that PGS management will have their requirements and there is no guarantee that a request will be accepted, although management will have to justify their decision and employees will be able to appeal.  





In particular, despite UNISON opposition, the new agreement abolishes flexitime and replaces it with a limited form of flexibility where employees can accrue additional hours above contracted hours in a four week reconciliation period. They can then carry this forward and take as time off or as overtime.  





Unlike the previous flexitime agreement employees will have to agree with their supervisor in advance when they come in or leave if this is different from contractual hours. The draft agreement proposes changes that will reduce overtime payments considerably - if Saturday is part of the normal rostered working week employees will be paid at plain time.











MSF advice to negotiators 


When annual hours are proposed, compare all the current pay and conditions with the proposal to ensure that there is no loss of benefit to individuals. The following safeguards are suggested:





- the change to an annual hours contract should be voluntary;





- there should be an option to revert to normal working hours for those on annual hours contracts;





- the pattern and number of working hours over a set period - say two or three months should be mutually agreed one month in advance. Any subsequent changes to the schedule should be voluntary;





- there should be a limit on the number of hours that can be worked in any one week, rest breaks should be specified and, where weekend are worked, so should days off; - overtime beyond the contracted annual hours should be voluntary;





- where reserve hours are used, their use should be within the agreed schedule; and





- it is important to monitor what happens to each individual to ensure that the agreement is being fully adhered to.








