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The United Kingdom is entering a new era of employment
governance.

The Employment Rights Act 2025 introduces the most substantial
expansion of worker protections in decades. It redefines how
employment relationships are structured, how flexibility operates,
how enforcement is conducted and how supply chain liability is
allocated.

For organisations that rely on temporary, shift based, seasonal or
contingent labour, the implications are not theoretical. They are
operational, financial and strategic.

At Red Rock Partnership, we believe our responsibility extends
beyond workforce provision. We exist to provide clarity, foresight and
compliance assurance in a regulatory environment that is becoming
more structured and more scrutinised.

This document has been prepared to support senior leaders in
understanding the scale of change ahead and how to prepare with
confidence rather than urgency.

The direction of travel is clear. Preparation is now a commercial
advantage.

Lee Frost
Managing Director - Branch Division
Red Rock Partnership

Foreword from Our
Managing Director
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What Senior Leaders Must Understand Now

The Employment Rights Act 2025 introduces phased reforms
across 2026 and 2027 that fundamentally alter:

Early employment legal exposure
Contractual flexibility and variation
Zero hours and low hours workforce models
Umbrella company tax liability
Dismissal thresholds and compensation limits
Harassment prevention duties
Trade union engagement rights
Enforcement and regulatory scrutiny
Tribunal claim timelines

Three structural shifts define this Act:

Early employment is no longer low risk.
Contract changes cannot be imposed through dismissal
leverage.
Payroll compliance risk can extend beyond the umbrella
provider.

This is not incremental reform. It is structural recalibration.

Executive Summary
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Minimum service level strike rules removed.
Protection against dismissal for taking part in industrial action
becomes automatically unfair without the previous 12 week
limitation.
Trade union ballot rules simplified, including removal of the 40
percent support threshold for certain public services.

These early changes indicate a clear policy direction towards
strengthening collective worker rights and industrial protections.

The Act is implemented in structured stages across 2025 to
2027. Risk intensifies progressively.

The Phased
Transformation

Stage One
December 2025 - February 2026
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To Come:

Stage Two (April 2026)
Stage Three (October 2026)
Stage Four (January 2027) 
Stage Five (2027)



Day One Rights and Enforcement Expansion

From 6 April 2026:

Statutory Sick Pay becomes payable from day one of illness.
 The lower earnings limit is removed, significantly widening
eligibility.
Paternity leave becomes a day one right.
 Unpaid parental leave becomes a day one right.
Collective redundancy protective awards double from 90
days to 180 days pay.
Sexual harassment disclosures qualify as protected
whistleblowing.
The Fair Work Agency is established to consolidate
enforcement across holiday pay, minimum wage, statutory
sick pay and agency worker protections.
Commercial Impact:

1.High turnover sectors face increased absence cost
exposure.

2. Seasonal employers must adjust absence modelling.
3. Redundancy risk exposure doubles in consultation failures.
4.Enforcement capacity becomes centralised and

coordinated.

Stage Two
April 2026
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Stage Three
October 2026

Expanded Employer Liability
Employers become liable for harassment by third parties including
customers or clients unless all reasonable steps have been taken to
prevent it.
The duty strengthens from reasonable steps to all reasonable steps.
Employment tribunal claim time limits extend from three months to
six months for most claims.
Employers must inform workers of their right to join a trade union.
Commercial Impact:

1.Policies alone are insufficient.
2.Risk assessments, manager training, documented preventative

action and reporting pathways become essential.
3.Tribunal exposure periods double.

Stage Four
January 2027

Early Employment Risk Redefined

Unfair dismissal qualifying service reduces from two years to six
months.
The cap on compensatory awards for unfair dismissal is removed.
Dismissal and re engagement practices become automatically
unfair in most cases.
Commercial Impact:

1.The probation period becomes a high risk phase requiring
structured documentation.

2.Financial exposure in unfair dismissal claims increases significantly.
3.Contractual alignment at engagement stage becomes critical.
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Stage Five
2027 Structural Reforms

Zero hours and low hours workers gain the right to guaranteed
hours if requested.
Employers must provide reasonable notice of shifts and
compensate for cancellations or shortened shifts.
Statutory bereavement leave introduced.
Pregnancy and maternity dismissal protections strengthened.
Gender pay gap and menopause action plans become mandatory.
Collective redundancy rules expand to consider organisation
wide totals rather than individual sites.
Commercial Impact:

1.Shift based industries face a permanent reduction in informal
flexibility.

2.Workforce analytics and forecasting become compliance tools.
3.Gender pay and workplace wellbeing planning move into

mandatory reporting territory.

Across these five stages, the Employment Rights Act introduces a
deliberate and escalating shift in employer responsibility. 

Early reforms strengthen collective worker rights and enforcement,
before expanding day-one entitlements and increasing financial
exposure. From 2027, the focus moves decisively to early
employment risk, dismissal protections and workforce flexibility. 

Taken together, these changes transform absence management,
probation, redundancy planning and shift allocation from operational
decisions into areas of heightened legal scrutiny. Employers who
plan ahead will retain control; those who react late will face increased
cost, complexity and risk.
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Umbrella Companies and Joint Liability

From 6 April 2026, joint and several liability for unpaid PAYE and NICs
may attach to agencies or end clients where umbrella companies are
used and payroll tax is incorrectly operated.

HMRC may pursue either party for the full liability.

Umbrella companies will be regulated as employment businesses and
fall under the oversight of the Fair Work Agency.

The outsourcing of payroll compliance no longer eliminates exposure.
Organisations must:

Map supply chains comprehensively.
Conduct enhanced due diligence on umbrella providers and
Employers of Record.
Review indemnity clauses and contractual protections.
Implement ongoing payroll audits.

Red Rock Partnership does not operate as an umbrella company. Our
employment model ensures clarity of responsibility, transparency of
payroll and direct compliance oversight. In a joint liability environment,
clarity is commercial protection.
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Agency
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Company

The Supply Chain
Risk Revolution

www.redrockpartnership.co.uk

J o in t  &  S e ve r a l  P A Y E  L i a b i l i t yJ o i n t  &  S e v e r a l  P A Y E  L i a b i l i t y



Key cost drivers under the Act include:

Day one Statutory Sick Pay
Removal of lower earnings threshold
National Living Wage increases
Compensation for cancelled shifts
Removal of unfair dismissal compensation caps
Extended tribunal claim windows
Increased collective redundancy protective awards
For labour intensive sectors, margin sensitivity increases.

Reactive budgeting will expose businesses to avoidable strain.

The Financial
Exposure Landscape

Enforcement
Consolidation
The Role of the Fair Work Agency

The Fair Work Agency centralises enforcement of:

Minimum wage compliance
Holiday pay
Statutory sick pay
Agency worker rights
Umbrella regulation

This signals coordinated regulatory scrutiny rather than fragmented
enforcement. Record keeping becomes defensive infrastructure.
Payroll accuracy becomes inspection ready necessity.
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Notice periods for industrial action reduced.
Electronic voting for ballots introduced subject to agreement.
New duty to inform workers of union rights.
Updated trade union recognition framework.
Increased protection from detriment during industrial action.

Industrial relations frameworks will evolve alongside these
changes.

Trade Union and
Collective Reform

Strategic Implications
for Labour Users
Three historic assumptions no longer hold:

Early employment carries limited risk.
Contract flexibility can be enforced through dismissal.
Payroll compliance can be fully outsourced without residual
liability.

The Act redefines exposure at every stage of the employment
lifecycle.

Recruitment.
Onboarding.
Shift management.
Contract variation.
Redundancy.
Supply chain structuring.

www.redrockpartnership.co.uk

PAGE 10



PAGE 11

Be Prepared For The Upcoming Changes:

Review probation frameworks and documentation standards.

Model cost impact of day one Statutory Sick Pay.

Audit umbrella and supply chain exposure.

Review redundancy consultation processes.

Strengthen anti harassment risk assessments.

Formalise shift planning and cancellation protocols.

Enhance payroll monitoring and audit capability.

Train managers on early dismissal risk.

Prepare gender pay and menopause action frameworks.

Engage in forward planning for guaranteed hours reforms.

Top 10 Immediate
Strategic Actions

www.redrockpartnership.co.uk



In this evolving environment, governance led labour supply becomes
essential. 

At Red Rock Partnership, legal and compliance oversight is embedded
within our operational framework.

We support clients through:

Structured onboarding processes that mitigate early dismissal risk.
Clear contractual alignment at engagement stage.
Transparent payroll systems and compliance monitoring.
Proactive legislative updates before changes crystallise.
Supply chain clarity without umbrella complexity.
Collaborative strategic workforce planning.

We do not simply provide labour.

 We provide governance aligned workforce partnership in a
heightened regulatory era.

How Red Rock
Partnership Adds Value
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 “At all times, ethics, suitability, level of service, responsiveness and
consistency have been key and we are really grateful to have this
level of support from the team.”

Jane Hogarth 
Head of HR 
Pecan Deluxe 



The Employment Rights Act 2025 does not make workforce
management unworkable. It makes it more disciplined. 

Organisations that elevate governance standards will remain
stable and competitive. Those that underestimate the scale of
reform may encounter increased cost, scrutiny and reputational
risk.

The direction of travel is clear. Enforcement is strengthening,
entitlement is expanding and liability is widening. Preparation is
no longer optional, It is strategic. 

Red Rock Partnership stands ready to support that preparation.

Information within this briefing is derived from publicly available
materials including:

Guidance issued by GOV.UK regarding the Employment Rights
Act 2025. Public updates from the Advisory, Conciliation and
Arbitration Service. Autumn Budget 2025 documentation. Lewis
Silkin LLP analysis of umbrella company joint and several liability.
JMW Solicitors LLP commentary on dismissal and harassment
reform. HMRC consultation materials regarding umbrella
company regulation. UK Parliamentary briefings relating to the
Employment Rights Act 2025

This document is provided for general informational purposes
only and does not constitute legal advice.

Preparation Is
Competitive Advantage
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