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This bill represents a net opportunity gain for
Colorado. Allowing employers to provide work-share
opportunities will keep more Colorado workers
employed during periods of economic downturn.

Summary of Legislation

As amended, Senate Bill 28 allows for the creation
of a voluntary work-share program, which would
provide prorated unemployment benefits to workers
whose hours are reduced in lieu of layoffs. The bill
requires employers to submit a written work-share
plan to the Colorado Department of Labor and
Employment Division of Employment and Training
for approval.' The plan must apply to at least 10
percent of the employees in an affected unit, and
their work hours must be reduced at least 10 percent
but no more than 40 percent. Employers must
maintain employee benefits, such as health
insurance, during the period in which the employee
participates in the work-share program. The plan
must &lso include a strategy to restore work hours to
the participating employees. Unemployment benefits
paid under the work-share program are deducted
from the total maximum allowable regular
unemployment benefits in a benefit year. The work-

" share program terminates July 1, 2013, or earlier if
the program causes the insolvency of the
Unemployment Insurance (UI) Trust Fund to
accelerate.

Background

As of December 2009, Colorado’s unemployment
rate was 7.5 percent.? Total claims for unemployment

benefits are at a historic high.? In the third quarter of
2009, 58,540 initial claims were filed in Colorado.

Unempioyment benefits are paid from the Ul
Trust Fund, which is funded by a tax paid by
employers. Employer tax rates are experience-rated;
emplovers with a stable workforce and for whom less
benefits are paid have lower tax rates. There is also a
solvency surcharge that goes into effect when the Ul
Trust Fund has been depleted. The surcharge has
been in effect since 2003 and is likely to remain in
effect until 2012.* Colorado’s Ul Trust Fund is
projected to have a negative balance of $213 million
in fiscal year 2009-2010 and of $342 million in 2010-
2011.* When the balance is below zero, the state is
required to borrow money from the federal Ul Trust
Fund.

Work-share programs, also referred to as short-
time compensation, allow employers to reduce hours
across the workforce rather than lay off employees.
Workers then receive partial unemployment
insurance benefits to offset the lost hours of work.
For example, an employer might reduce the work
hours of a division by 20 percent, from five days to
four days, rather than lay off 20 percent of the
workforce. Workers with reduced work hours could
then receive unemployment benefits to cover a
portion of their wages from the “lost” fifth day of
work.

Research and Evidence of Effectiveness

Work-share programs are a tool companies can
use to weather short-term business declines. The first
program was introduced in California in 1978.
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Currently, 17 states operate work-share programs.’

Work-share program beneficiaries are a small
component of the overall unemployment insurance
program. Nationally, short-time compensation has
not constituted more than 1% of unemployment
benefits paid annually.®

Such programs are more frequently used during
periods of recession. Nationally, the number of work-
share program beneficiaries peaked at 111,202 in
2001.° During the current recession, states with such
programs have reported significant increases in
work-share programs. Between 2007 and 2008, New
York reported a 60 percent increase and Rhode
Island reported a 119 percent increase in the number
of companies using work share programs.”® Also
during this time frame, some states have seen
significant increases in initial claims under work-
share programs; claims rose 171 percent in Arizona
and 78 percent in California, for example.”” While
historically used in the manufacturing sector, work-
share programs are now being implemented in a
broader range of industries, such as the construction
and retail industries.”

According to the fiscal note on Senate Bill 28, this
policy is estimated to save the Unemployment
Insurance Trust Fund between $12,104 and
$2.160,688 in FY 2010-11 and FY 2011-12.*

Estimate of Impact and Benefits

Work-sharing programs can benefit both
employers and employees. Such programs are also
likely to have positive macroeconomic effects for the
state of Colorado.

Employers can retain highly skilled workers
during economic downturns, thereby reducing
recruitment and training costs once the economy
recovers. Employers also benefit by sustaining
employee morale and productivity, as compared to
periods of layoffs,’”* and by preserving the diversity of
the workforce.” The impact on the employer’s
experience rating is likely to be the same under the
work-share program as under the current system.

. Senate Bill 28 requires the employer to certify that
‘implementation of the work-share program and the
resulting reduction in work hours are in lieu of
temporary layoffs. In other words, the employer must
certify that there would have been an equivalent
reduction in hours through layoffs.

Instead of imposing substantial hardships on the
few employees who are laid off, work-share programs
spread more moderate impacts across a broader pool

of employees. Employees would continue to receive
their existing health and retirement benefits under
the work share program.

Finally, such programs can have benefits on the
state level by keeping more people employed.
Unemployment leads to reductions in consumer
spending and consequently, lower state revenues.™
Because employees would retain their health
benefits, there is less need to turn to state services
for support. Moreover, state employment services
may see a savings in job assistance program
expenditures.” According to the fiscal note, aside
from costs to reprogram computers, the division can
administer the program w1th existing staff.’®

End notes

'If the employer is subject to a collective-bargaining
agreement, the collective-bargaining unit must also
agree in writing to the plan.
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