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Redundancy
Redundancy is a form of dismissal. Sometimes the term is used (wrongly) 
to cover any type of dismissal.

Redundancy occurs when the need for the worker has diminished or 
ceased, that is:

•	 Where the employer’s business is failing, or the employer is moving 
into a new line of business which no longer requires the person’s skills, 
or a new process is introduced which means the job is unnecessary.

•	 The job no longer exists because other workers are doing the work. 

	 Note: it is the need for the work you do which is in your contract which 
must have been reduced. Even if there is other work available for you 
to do, the fact that the work you were employed to do is no longer 
available means that you are in a redundancy situation.

•	 The workplace has closed, or is closing down.

•	 The business moves.

•	 The business is transferred* to another employer.

	 (*Where a business is transferred from one employer to another, the 
transfer does not end the contracts of the people working for the 
business. They will retain the same terms and conditions of employment 
with the new employer).

•	 If you are made redundant in connection with a transfer, either by your 
old employer before the transfer takes place, or by the new employer 
after the transfer has taken place, the employer would have to show 
that there was a real redundancy and that the transfer was not the 
only or main reason for the dismissal.
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Selection for Redundancy
Where a job disappears, or is moved, causing a redundancy, the employer 
must follow a recognised procedure when selecting who is to be made 
redundant. The employer must use a procedure which is fair, objective 
and non-discriminatory, using clear, open and fair rules. Employment 
tribunals have established principles of good employment practice which 
employers should follow. These are:

•	 The employer will try to give as much warning of the redundancies as 
possible.

•	 The employer will use clear, open and fair rules when deciding who 
will be made redundant.

•	 The employer will try to ensure that the selection for redundancy is fair 
and in accordance with the criteria set.

•	 The employer will try to find alternative employment for the 
employee.

So unfair selection for redundancy is a type of unfair dismissal. An 
employee who has been unfairly selected for redundancy may be able 
to claim compensation for unfair dismissal as well as a redundancy 
payment.

Voluntary Redundancy
Where jobs are to disappear, an employer may ask for workers to 
volunteer for redundancy.

If voluntary redundancy is chosen, then it is necessary to check any 
mortgage payment protection policy – bank/building society loan 
protection policies and credit card payment protection policies. Many 
specifically exclude voluntary redundancy and will not pay out.
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Redundancy of 20 people or more
(Collective Redundancies)
Where an employer is making 20 or more employees at one establishment 
redundant, this is called making collective redundancies and imposes 
additional obligations on the employer. An employer making collective 
redundancies must consult with a recognized trade union where there 
is one. If there is no such trade union, an employer must consult with 
employee representatives before issuing redundancy notices. An 
employer must also notify the Secretary of State for Trade and Industry 
in advance if there are to be multiple redundancies within a specified 
period. This notification must be made before any notice of dismissal is 
issued. Representatives of all employees who may be affected need to 
be consulted, not just those it is proposed to make redundant. Where 
it is proposed to make 100 or more employees redundant, it must be 
at least 90 days before the proposed dismissals, and for between 20 
and 99 employees, at least 30 days before the proposed dismissals. The 
employee representatives must be given enough time to consider the 
proposals being suggested. The consultation period cannot begin until 
the employer gives the representatives, in writing:-

•	 the reasons for the proposed redundancies; and

•	 the number and types of employees s/he intends to make redundant; 
and

•	 the total number of each type of employee s/he intends to make 
redundant; and

•	 the proposed methods of selecting those to be made redundant and 

•	 the proposed procedure for carrying out the redundancies, including 
the period when the redundancies will take effect; and

•	 information about how any redundancy payments (other than statutory 
redundancy payments) will be calculated.
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Redundancy Payments
A redundancy payment is compensation because someone’s job has 
disappeared. If you are entitled to redundancy pay you will get a statutory 
redundancy payment from your employer. You may be entitled to a larger 
amount of compensation because your employer has a contractual 
redundancy scheme. If your contract gives you less redundancy pay than 
you are entitled to under law, then the statutory amount will apply

•	 Only some employees are entitled to a statutory redundancy payment. 
To be entitled, you must:-

•	 Be an employee. Self-employed people or members of a partnership 
do not qualify

•	 Have worked for the firm for at least two calendar years continuously 
since the age of sixteen.

If you do not meet these conditions, you won’t get a statutory redundancy 
payment, even if you are genuinely redundant. There used to be an upper 
age limit of 65 to claim a statutory redundancy payment but this age limit 
no longer applies if you were made redundant from 1 October 2006.

Even if you are entitled to redundancy pay, there are reasons you might 
not get it, for example:-

If your employer claims to have offered a suitable alternative job, you 
may lose the redundancy pay (see suitable alternative job offer, page 5)
If you want to leave before the date your employment is due to end, for 
example you have found another job (see page 5)
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What is a suitable alternative job offer
If you are entitled to a statutory redundancy payment, you may lose this 
right if you reject a suitable alternative job offered by your employer. You 
may, however, be able to claim unfair dismissal, depending on whether it 
is reasonable for you to reject the offer. 

Leaving and/or getting another job 
during the redundancy notice period
If you are under notice of redundancy and have found another job, 
you may leave to take the new job during the notice period and still be 
entitled to a statutory redundancy payment provided certain conditions 
are met. In this situation the agreement of the employer to vary the notice 
period should be sought, or the statutory procedure followed. Anyone in 
this situation should seek further advice as it may be necessary to go to 
Tribunal to decide if a payment is just and equitable.

How much is a Statutory Redundancy 
Payment
If you were made redundant from 1 October 2006, statutory redundancy 
pay is worked out as follows:

•	 One and a half week’s pay for each complete year of employment 
when you were aged 41 years or over

•	 One week’s pay for each complete year of employment when you 
were aged between 22-40 inclusive

•	 A half week’s pay for each complete year of employment when you 
were aged under 22

There is a maximum limit on the amount that can count as a week’s pay. 
This applies even if you earned more than the maximum amount. The 
current maximum weekly pay is £310 (from 1st February 2007)
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Right to take time off to look for
other work
If you have worked for the employer for a minimum of two years (at the 
time the notice period ends) you have a right to take time off to look for 
a new job. This time off will be paid at normal rates if it does not exceed 
40% of a normal weeks wage.

For example:
If you work 40 hours per week and you are given four weeks notice, 
then 40% of your weekly hours is 16 hours, so provided you do not take 
more than 16 hours off to look for work over the four weeks of the notice 
period you should be paid your normal wage.

Redundancy and claiming benefits
•	 If you have been made redundant you may be able to get contribution-

based or income-based jobseeker’s allowance (JSA), housing benefit 
(for rent only, mortgage payments are dealt with differently and further 
advice should be sought) and/or council tax benefit.

•	 Contribution-based JSA is based on your national insurance 
contributions, it is payable regardless of a partner’s income but only 
for a maximum of 6 months. Income-based JSA is means-tested, so 
any other income and/or savings will affect the amount payable.

•	 You will not usually be able to claim income support following 
redundancy as you will have to be available for work. However check 
to see if you or your partner could qualify. If either of you are over 60 
years you may be able to get Pension Credit. If you get either Income 
Support or Pension Credit you will not have to be available for work.

•	 Statutory Redundancy Pay does not affect contribution based JSA, any 
amount over the statutory amount can affect when contribution-based 
JSA will be paid from.

•	 If you receive holiday pay in your final wage you will not be paid JSA 
(either contribution-based or income-based) for the period the holiday 
pay covers; for example two weeks holiday pay means you will not be 
paid JSA until the beginning of the third week after you finished work 
(this applies to a maximum of four weeks holiday pay).
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Redundancy and claiming benefits 
continued
•	 Statutory Redundancy Pay does not affect contribution based JSA, any 

amount over the statutory amount can affect when contribution-based 
JSA will be paid from.

•	 Pay in lieu of notice is treated in the same way but with no 
maximum.

•	 Statutory Redundancy Pay counts the same way as savings are treated 
for the purposes of claiming income-based JSA and if you and your 
partner have more than £16,000 you will not be entitled to income-
based JSA (or income support) but amounts of redundancy pay above 
the statutory amount can prevent payment of JSA for a while.

•	 To claim JSA call 0845 600 4262 preferably on the first day of 
unemployment.

•	 For housing benefit and council tax benefit, redundancy pay is usually 
treated the same way as savings are treated.

•	 To claim both housing and council tax benefit call Dundee City Council 
Revenues Team on (01382) 431205

•	 Your local advice agencies can help with any application forms you 
have to fill out.

•	 Beware, if you do not qualify for benefit immediately because of the 
amount of redundancy paid, you may be asked for receipts to show 
how the money was spent when you do claim. This is a rule where 
benefit can be withheld if you are believed to have deprived yourself 
of capital in order to claim benefits.

•	 If you are currently in receipt of Working Tax Credit do not forget to 
notify Revenues and Customs of the change in your income. This can 
be done on their Helpline 0845 300 3900.
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