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REC Member Briefing: Government Consultation on Guaranteed Hours and Zero-Hours Contract Reforms
The Government has launched its consultation on implementing the guaranteed hours and zero-hours contract provisions contained within the Employment Rights Act 2025. You can read the consultation in full here: Make Work Pay: ending one-sided flexibility - reforms of zero hours and similar contracts consultation

The consultation closes on 25 August and will shape the detailed regulations that determine how the new rights will operate in practice. The reforms form part of the Government’s “Make Work Pay” agenda and are intended to address what it describes as “one-sided flexibility” in the labour market.

Government Objectives and Consultation Overview

This consultation focuses on three new rights:
1. A right to guaranteed hours;
2. A right to reasonable notice of shifts and changes; and
3. A right to payment for shifts cancelled, moved, or curtailed at short notice.

The Government has stated that the reforms are intended to:
· Improve security and predictability for workers with fluctuating hours
· Rebalance flexibility between employers and workers
· Improve retention, productivity, and workforce planning
· Address “one-sided flexibility”

Agency Workers and Guaranteed Hours

Agency workers are explicitly included within the scope of the proposed provisions on guaranteed hours, following earlier legislative amendments. The Government has confirmed that agency work should not be used as a route to avoid the new rights.

The Act does recognise the distinct nature of agency work, which involves a three-way relationship between worker, agency, and hirer. Agency workers may also work across multiple assignments and, in some cases, be engaged via umbrella companies acting as payroll intermediaries.

The Government’s approach extends the right to a guaranteed hours offer to qualifying agency workers. Hirers will be responsible for making offers based on hours worked under their supervision during the relevant reference period.

If accepted, the agency worker would transition to a direct employment relationship with the hirer.

To qualify, an agency worker must:
· Have worked under the supervision and direction of the hirer during the reference period
· Meet any regularity requirements
· Not fall within any excluded category set out in regulations

Agency workers retain the right to decline an offer and remain in their existing arrangement.
This is a significant operational change for the recruitment sector. The consultation therefore focuses on how responsibilities are allocated between agencies, hirers, and, where relevant, umbrella companies.

REC Perspective and Key Messages for Government: Ensuring Flexibility, Protecting Jobs and Supporting Growth

Core Position

The REC supports the principle of improving security for workers and action to address genuinely exploitative practices. However, this must be delivered in a way that protects the UK’s flexible labour market, which is vital to employers and highly valued by many workers – particularly young people, carers, and those re-entering the workforce. The current proposals on guaranteed hours departs to far from the original Low Pay Commission Proposal and is unworkable. 

Flexibility is not insecurity: it enables employers to manage fluctuating demand, address skills gaps, and create entry points into work. Maintaining and growing employment must remain central to the Government’s growth ambitions.

The REC is calling for: 
· Exemption for agency workers
· The most effective approach would be to exempt agency workers altogether from guaranteed hours provisions, as reflected in more flexible international labour market models
· Recognise agency work as a distinct and essential component of a dynamic labour market
· Provide for clear statutory allocation of responsibilities, primarily with agencies where inclusion is necessay
If there is no exemption for Agency, we are calling for: 
· A meaningful reference period of 52 weeks
· A 52 weeks reference period, to reflect genuine working patterns rather than short-term fluctuations
· Shorter periods risk discouraging hiring and workforce expansion

· Targeted low-hours threshold (8 hours)
· Focus protections on genuinely insecure work
· Avoid over-complicating stable part-time arrangements

· Structured industry engagement
· Current engagement has lacked sufficient operational detail
· Government should work closely with recruitment businesses to ensure policy is workable and avoids unintended consequences

· Practical and proportionate implementation
· Reform must be practical, proportionate, and grounded in labour market reality
· Poorly designed regulation risks reducing employment opportunities, increasing employer costs and legal risk, undermining flexibility valued by workers, weakening productivity and responsiveness, and creating barriers to growth at a fragile economic moment
· The priority should be a framework that supports labour market dynamism rather than constraining it
· Responsibility for delivering the right should rest with the agency; placing obligations on end clients risks discouraging hiring and constraining job creatio
· If agency workers are brought within scope, implementation should be phased to minimise disruption, with years needed to allow recruitment businesses to prepare
Economic and Labour Market Context

· Delivering growth is already challenging, with UK business costs rising faster than in comparable economies, squeezing margins and limiting investment.
· These pressures are compounded by global instability and fragile business confidence.
· Labour demand is stagnating rather than growing - REC data shows hospitality job postings fell by 5% between February and March 2026.

This matters for workers as much as employers. Tackling the cost-of-living crisis requires tackling the cost of doing business; competitive firms are better able to create jobs, raise wages, and keep prices down.

What the Proposals Risk in Practice

If guaranteed hours requirements are applied too rigidly, the likely employer response is clear:
· Fewer roles will be created or hiring delayed
· Fewer hours will be offered to avoid triggering regulatory thresholds
· A shift away from flexible roles

This would reduce overall employment opportunities, particularly in sectors such as retail and hospitality, where demand fluctuates daily and seasonally and flexibility is essential to business viability.

Government will shoot themselves in the foot with regards to tackling the NEET crisis:
Entry-level roles are especially exposed. As a key route into work for young people, any reduction in these opportunities risks exacerbating already elevated levels of youth unemployment and undermining wider Government objectives on labour market participation.

There is also a risk of perverse outcomes:
· Employers offering responsible, well-managed flexibility may be penalised
· Less responsible actors may shift towards more fragmented or less secure arrangements outside the framework

A “one-size-fits-all” approach is not suited to a modern labour market. The framework must distinguish between:
· Structural insecurity – genuinely unpredictable and unstable work patterns that require intervention
· Operational flexibility – legitimate, demand-driven variation in working hours

Many workers already benefit from a degree of employment security even where hours vary, including in agency work. Failing to recognise this risks undermining models that already strike an effective balance between flexibility and security.




























Appendix

Detailed Position on Key Consultation Areas 

Reference Period

The Government is consulting on the initial reference period for both directly engaged 
workers and agency workers:

· 12 weeks (Government-preferred option) 
· 26 weeks 
· 52 weeks 
· Other 

The Government is also consulting on what subsequent reference periods should be for both directly engaged workers and agency workers:

· 12 weeks 
· 26 weeks 
· 52 weeks 
· Other 

Government position: 12 weeks preferred (options include 26 and 52 weeks)

REC position: 52 weeks  

The reference period is the most important design feature in the framework. A 12-week period risks capturing short-term fluctuations rather than genuine employment patterns. Many sectors experience predictable volatility due to seasonality, holidays, weather, project cycles, and absence cover.

The most affected sectors include hospitality, logistics, retail, manufacturing, food production, healthcare, and social care.

A 12-week approach would likely lead to:
· Increased hiring risk and compliance uncertainty
· Reduced use of flexible and agency labour
· Lower labour market entry opportunities
· Reduced responsiveness in high-volatility sectors
· Suppressed job creation

A 12-week snapshot cannot reliably distinguish between structural demand and short-term variation. The REC therefore strongly supports a 52-week reference period.

Low-Hours Threshold

The consultation seeks views on where the low-hours threshold should be set.

Options include:
· 8 hours per week 
· 12 hours per week 
· 16 hours per week 
· 20 hours per week 
· 24 hours per week 
· 28 hours per week 
· 32 hours per week 
· 36 hours per week 
· 40 hours per week 
· 44 hours per week 
· 48 hours per week 
· Other 

Government position: Preferred range is 8–20 hours per week.

REC position: 8 hours

The threshold should focus on genuinely insecure work rather than capturing stable part-time roles.
An 8-hour threshold:
· Targets the most insecure arrangements
· Limits unintended scope creep
· Reduces administrative burden
· Protects established part-time roles

Higher thresholds risk unnecessary complexity and broader-than-intended coverage.

Calculation Methodology

The Government is considering two calculation methods:

Option 1 – Mean average

All hours worked are equally weighted to produce an average.
Example: 8 hours per week for 7 weeks, 20 hours per week for 5 weeks = 13 hours per week

Option 2 – Median average

A median approach reduces the influence of outlier weeks.
Example: 8 hours per week for 7 weeks, 20 hours per week for 5 weeks = 8 hours per week

REC position: The Mean average is our preference. The methodology must reflect underlying long-term demand and ensure that temporary peaks, seasonal variation, and exceptional events do not create artificial entitlement to guaranteed hours.

Eligibility Tests and Regularity

Government Position: Eligibility is linked to an hours threshold (likely within the 8–20 hours per week range). Workers above this threshold may be excluded.

Agency workers are included. Agencies are generally responsible for compliance and payment, although costs may be passed to hirers depending on contractual arrangements.

REC Position:  Eligibility criteria should remain simple and practical.

Excessive layering of tests risks:
· Increased compliance burden
· Inconsistent interpretation
· Reduced operational clarity

Option 2 would be harder to meet and would reduce the likelihood that occasional overtime triggers the right. Further detail would be needed for either approach.

It is important that seasonal and temporary work is protected, as stated in the consultation employers do not have to make a guaranteed hours offer where a worker is on a limited-term contract shorter than the reference period, provided the contract is reasonable. This may be for a specific task until a particular event occurs or for a “temporary need” (to be defined in regulations). 

Reasonable Notice of Shifts

Government Position: Reasonable notice is not fixed in legislation but will be guided by a statutory presumption of 1–4 weeks’ notice 

Tribunals will assess reasonableness case-by-case, considering:
· Operational urgency 
· Sickness cover 
· Workforce planning constraints 
· Contractual expectations 

Where notice is unreasonable, compensation may be awarded.

REC Position: The framework must reflect operational reality in flexible labour markets, including:
· Sickness and absence cover
· Emergency staffing needs
· Demand-led scheduling
· Worker preference for flexibility

Overly rigid requirements risk reducing shift availability and limiting opportunities for flexible work.

Short-Notice Cancellation Payments

Government position:  The Government is consulting on mandatory payments where shifts are cancelled, moved, or curtailed at short notice.

Key proposals include:
· Definition of short notice: up to 7 days 
· Possible “very short notice” tier with higher payments 
· Payment levels based on percentage of lost earnings or minimum wage equivalents 
· Range: 10%–80% depending on severity and timing 

REC Position: Compensation should be proportionate and linked to actual loss. It must not discourage employers from offering flexible work or reduce the availability of shifts.

Enforcement

Government position: Enforcement will be undertaken by: 
· Employment Tribunals (rights enforcement)
· Fair Work Agency (payment enforcement)

REC View: Clear statutory guidance is essential prior to implementation to ensure consistency and reduce litigation risk. The tribunal system is already overburdened and too slow and these rules should not add to a system already in trouble. 
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