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[bookmark: _Toc229424470]Executive Summary 
Elmbridge Electronics Ltd faces major employment law and organisational risks due to a reactive employment relations culture with escalating disputes, increasing stress-related absence and Employment Tribunal claims. Recent cases of harassment and disability discrimination alongside TUPE and data protection breaches demonstrate important management capability and governance issues in terms of consultation processes and policy implementation. Zero-hour contracts pose a particular future risk given proposed reforms under the Employment Rights Act 2025 (ERA 2025).
The most immediate concerns are the effectiveness of conflict resolution mechanisms, potential vicarious liability under the Equality Act 2010, failure to consult correctly under TUPE and uncertainty around employment status and job security. These are legal risks but also impact productivity, employee trust, turnover and organisational stability.
The report recommends that Elmbridge Electronics goes beyond compliance and adopts a more proactive approach to employment relations, which could include investing in management capability, training on equality and inclusion, implementing a more structured approach to TUPE and employee voice and reviewing the use of zero-hour contracts. The CEO should also reconsider discussions around employee voice and trade union engagement to reduce the risk of statutory recognition and improve the outcome of consultation.
Although the recommendations involve upfront costs, this investment may be offset by reduced disputes, absence and turnover along with greater retention and employee engagement. Key performance indicators to measure this shift include employee relations case trends, absence data, engagement feedback, consultation outcomes and broader workforce stability.



[bookmark: _Toc229424471]Introduction
At Elmbridge Electronics Ltd (EE), serious issues in employment relations (ER) are emerging with rising dispute levels, increasing work-related stress, sickness absence and more Employment Tribunal (ET) claims. The current ER management approach is purely reactive, operating within formalised structures rather than proactively seeking prevention or early mediation through informal channels once issues arise. CIPD (2020) shows that such reactive strategies often exacerbate wellbeing decline and erode organisational cohesion. CIPD (2025) demonstrates that job quality, fair treatment and employee voice are important drivers of organisational performance. 
Recent cases involving harassment, disability discrimination, Transfer of Undertakings (Protection of Employment) Regulations 2006 (TUPE) non-compliance and data protection breaches have shown important legal and organisational risks arising from these incidents. These cases also touch on broader concerns about management capability, governance and policy implementation. In addition, the reliance on zero-hours contracts raises more uncertainty given the proposed reforms in the ERA 2025 (GOV.UK, 2026).
This report critically analyses the key employment law risks facing EE and provides recommendations to improve compliance and organisational performance. It will also set out a business case for moving from reactive compliance model to a more preventative and strategically aligned approach to ER to support a stronger psychological contract and job quality whilst supporting organisational performance.
[bookmark: _Toc229424472]Immediate Risks
[bookmark: _Toc229424473]Reactive Employment Relations (ER) Culture
EE’s reactive nature around ER presents a serious systemic risk to the organisation in how it manages workplace conflict. The increase in formal, disciplinary and grievance cases and stress related absence are all indicators of conflict escalating into formal processes when they should have been resolved informally at an earlier stage. ACAS (2025a) highlights that most workplace issues can be resolved informally and that the early use of formal process generates unnecessary conflict and damages working relations. The problem is compounded by the HR function being focused in a largely reactive way, where resources are concentrated on dealing with conflict rather than preventing it.
EE has experienced data protection breaches in the past, highlighting governance and reporting failures. These failures lead to inadequate risk identification and management, particularly in the early stages of incidents. Information Commissioner's Office (2023) guidance emphasizes the importance of employers having proper organisational measures and clear reporting structures to detect, investigate and document breaches. This involves having confidential reporting mechanisms, clear escalation routes and regular compliance checks. Without such structures, concerns may not be reported, increasing the likelihood of repeated breaches and regulatory scrutiny. This can damage trust and reputational harm, affecting overall performance.
A reactive approach creates higher risk of ET claims as disputes, if not resolved or handled poorly, are more likely to escalate to formal proceedings including harassment, discrimination and unfair treatment (ACAS, 2025a). EE’s risk is compounded by its statutory obligations both to apply fair processes under the Employment Rights Act 1996 and to have a duty of care to prevent work-related injury including stress at work under the Health and Safety at Work etc. Act 1974.
However, it’s not only a question of legal compliance but also points to a deeper failure to embed a coherent and preventative ER structure. ACAS (2025c) research has found that nearly half of working-age adults experienced some form of conflict in the past 12 months, the highest ever recorded in Great Britain, with 57% stating that it impacted on their mental health causing stress, anxiety or depression. These poor workplace relationships and failure to address conflicts constructively will not only disrupt collaboration but also reduce discretionary effort, weakening the overall organisational performance (CIPD, 2025).
Although most workplace conflicts are resolved informally, with only 9% escalating to formal processes. EE’s high usage of formal processes points to a failure in developing preventative ER practices. CIPD (2020) highlight that proactive approaches to managing conflict, together with early interventions can help reduce levels of conflict as well as promote wellbeing. EE’s approach may show insufficient degree of managerial confidence which can lead to loss of trust and breakdown in psychological contract (Conway and Briner, 2005).
A capability driven ER model, which proactively intervenes at the early stages of an issue, will equip managers to resolve issues at source rather than escalate them. This is in line with ACAS research showing that the competence of managers to prevent issues escalating is built on their ability to intervene early, to resolve conflicts and handle difficult conversations with confidence (ACAS, 2024).
[bookmark: _Toc229424474]Equality and discrimination failures 
Equality and discrimination failures pose an important and recurring risk for EE, especially given EE’s recent high-profile harassment claim and another case involving a disability discrimination failure to provide reasonable adjustments. Both cases demonstrate deeper challenges in how EE addresses equality issues. These cases suggest there are such policies that exist, but they might not be carried out effectively in practice, especially by line management.
This shows that EE may be vulnerable to potential legal action or claims of harassment and may be found vicariously liable for discriminatory acts of employees under the Equality Act 2010, unless EE can demonstrate that it took all reasonable steps to prevent discrimination and harassment. A failure to take effective action to manage and prevent the likelihood can undermine that defense. Without proper steps to make reasonable adjustments for disabled employees, EE is not only failing to meet its statutory duty but also running a high likelihood of successful claims that could lead to unlimited compensation awards. Case law, such as Archibald v Fife Council (2004), shows how a strict approach is taken when tribunals find that employers have not fulfilled this duty. 
These failures also reflect weaknesses in leadership capability and organisational culture. Failure to deal with bullying complaints suggests that managers lack confidence, training and support to deal with such issues sensitively and that broader issues around grievance process are not working effectively, instead intensifying existing issues rather than resolving them. According to CIPD (2024a), poor handling of conflicts and complaints in the workplace can lead to a breakdown of trust, reduce employee engagement and higher levels of dissatisfaction and turnover. Organisational Justice Theory underpins the idea that employees will react more positively to decisions that are perceived as fair and made with a transparent and consistent process (Colquitt et al., 2001). 
These failures can lead to reputational damage, reduced trust in leadership, increase absence and turnover, all of which have implications for business performance (CIPD, 2024). A culture that fails to address inappropriate behaviour also fails to support psychological safety, reducing willingness of employees to speak up and affecting discretionary effort (CIPD, 2025). The need for a more proactive and ability-led approach is clear, where managers are equipped to identify, prevent and respond to equality related issues at the earliest opportunity.
[bookmark: _Toc229424475]Failure to Consult Over TUPE
Failure in respect of the Transfer of Undertakings (Protection of Employment) Regulations 2006 (TUPE) presents an important and foreseeable risk for EE. EE has previously been found to be in breach of its duties to inform and consult employees during an outsourcing exercise, resulting in a protective award. Given the proposed outsourcing of facilities management to FacCo as it demonstrates that similar issues could arise if a more planned approach is not taken.
The situation falls under TUPE 2006 requirements that employers inform and, where appropriate, consult with the affected employees and their representatives about the transfer. Not fulfilling these obligations can trigger protective awards of up to 13 weeks pay per affected employee, highlighting the potential financial risk of an organisation of 15,000 employees.  In practice, case law has established that tribunals take a strict approach when interpreting these requirements, which reinforces the need for meaningful consultation between employer and employees. Litster v Forth Dry Dock and Engineering Co Ltd (1989) demonstrates that TUPE is intended to protect employees’ rights when organisational change happens. 
The key aim of TUPE is to protect employees' terms and conditions of employment during organisational transfers while requiring employers to provide clear and meaningful information and consultation over the transfer and any proposed measures in relation to affected employees (TUPE, 2006). In this case, EE did not meet this duty which led to legal liability and has also highlighted the importance of consultation in order to maintain the trust and confidence of employees.
Poor handling of TUPE can cause organisational disruption and result in a loss of key employees and damage to the organisation reputation as an employer. CIPD (2025) shows how having a strong employee voice, conducting meaningful consultation and sharing information effectively can help engage employees, reduce uncertainty and maintain continuity through organisational change. 
The absence of recognised trade union and the lack of other effective structures for employee voice has meant that on occasions the risk of inadequate consultation happens compared to where there is effective consultation, communication and support. Research on employee voice has shown that both formal and informal voice channels matter in enabling employees to express concerns (Wilkinson and Fay, 2011). When these are weak, employees are more likely to switch off and remain silent, increasing the risks associated with organisational change (Morrison, 2011). This indicates the need for EE to adopt a more structured and proactive approach to managing organisational change whilst ensuring that its legal obligations and the expectations of its employees are met.
[bookmark: _Toc229424476]Employment Status
EE depends on zero-hour workers and the one-sided contracts that underpin the industry. However, these types of arrangements are likely to come under increasing legal and operational pressure, particularly if the proposed ERA 2025 comes into force in 2027 as expected. Workers on zero hour or low hours contracts are likely to gain enhanced rights to guaranteed hours and notice periods and employers could face increased penalties for non-compliance with these changes (GOV.UK, 2026). EE now uses 900 zero-hour workers in the manufacturing process to meet variable production demands flexibly. While the current system enables operational flexibility, it raises large concerns around employment status, job security and fairness for employees facing unpredictable working patterns (GOV.UK, 2026).
Zero-hour contracts are now legal but are becoming increasingly scrutinised due to potential unfairness and insecurity in the work environment (CIPD, 2024b). The situation is worse when there is power imbalance between the employer and employee. For example, in Autoclenz Ltd v Belcher & Ors (2011), the Supreme Court held that tribunals need to look beyond the written terms of a contract to the actual relationship between the parties when determining employment status. This scenario has the potential to pose a risk for EE. If workers employed on zero-hour contracts have duties similar to employees, they could benefit from increased legal rights. This could increase the risk for EE of employment rights claims including unfair dismissal, holiday pay or statutory benefits.  
If no action is taken by EE, this could lead to both legal and operational challenges related to its existing business model. In parallel, many employers in the manufacturing sector are reviewing their workforce approaches due to increasing labour costs, skills gaps and ongoing regulatory change (MHA, 2025). CIPD (2026) reports that three-quarters of employers expect the ERA 2025 to increase their employment costs and over a third plan to recruit fewer permanent staff as a consequence of the reforms. This suggests organisations are actively assessing the sustainability of their employment models, highlighting the importance for EE to assess their current approach before regulatory change. 
The widespread use of zero-hour contracts could undermine job quality and engagement. CIPD (2025) highlights the importance of security, predictability and fair treatment in supporting employee wellbeing and organisational performance. Without guaranteed hours, workers may reduce their commitment and increase turnover, making it harder to attract and retain skilled workers. This could reduce workforce stability and increase reliance on short-terms labour finally affecting production and operational continuity.
This raises the need for EE to take a more balanced approach to workforce flexibility, which meets the organisation’s operational needs whilst improving job security and reducing future legal risks.
[bookmark: _Toc229424477]Business Case
EE uses a reactive and compliance-led approach to employment issues. This is resulting in a significant impact on both financial and operational costs. The rise in ET claims, combined with the high levels of employee absence and turnover shows an ongoing failure to address workplace issues proactively. Defending these claims, dealing with formal grievance processes and replacing lost employees consumes organisational resources that could be allocated to enhancing productivity and performance. 
The financial impact of reactive ER is well-documented, with workplace conflict cost UK employers an estimated £28.5 billion each year (ACAS, 2021). This is largely due to absence, turnover and management time. Reinforcing the shift from compliance-led ER to one that focused on prevention. Recent claims, including TUPE breaches and ER disputes demonstrate the direct cost of a reactive approach.
The switch to a preventative model over a compliance-based approach has its benefits for the business. Adhering to the minimum legal requirements ensures legal obligations are met but it doesn’t prevent disputes from arising. These require more proactive management than minimum compliance (Daniels, 2024). In contrast, proactive ER practices such as early intervention and informal conflict resolution reduce the likelihood of issues escalating to formal disputes. ACAS (2025b) argue that early resolution is critical to preventing workplace conflict and employers that invest in such approaches are likely to be less exposed to litigation and the associated costs.
This may help to strengthen alignment between what employers want and what employees expect. Psychological contract theory highlights how employees evaluate organisational treatment in terms of fairness, trust and perceived obligations. When organisations demonstrate fairness and support, employees respond with greater commitment and effort, but when expectations are breached, employees disengage or withdraw. Managing the psychological contract has been associated with improved performance, lower absence and lower turnover (Conway and Briner, 2005).
Improving job quality directly links to business performance. CIPD (2025) highlights security, employee voice, fair treatment and wellbeing as key drivers of productivity. EE’s current overreliance on reactive process and insecure work shows these drivers are not now being met. Better job quality, through more stable and supportive employment practices, can drive retention, improve employee engagement and drive productivity. Positive ER relations are closely linked to productivity as engaged and well supported employees are better able to perform effectively and contribute to an organisation’s success (CIPD, 2025). 
From a strategic perspective, this approach to ER enables EE to move from managing problems to preventing them. It minimises legal and financial risk while creating an engaged and productive workforce that aligns employment practices and organisational objectives. This enhances EE’s competitive position by improving employee experience and operational performance.
[bookmark: _Toc229424478]Conclusion
EE faces extensive employment law and organisational risks stemming from its reactive stance on ER, inconsistent management capability and gaps in compliance with key legal obligations. There is a growing threat of ET claims around discrimination, TUPE and data protection (Equality Act 2010; TUPE 2006; Data Protection Act 2018), showing not only immediate legal exposure but also deeper structural weaknesses.
The analysis clearly demonstrates that a compliance-led approach to managing these risks is not sufficient (ACAS, 2021; CIPD, 2024a). EE needs to pivot towards a more proactive, preventative and inclusive ER strategy (ACAS, 2021). That means developing the leadership capabilities to manage diversity and inclusion (CIPD, 2025), enhancing equality and inclusion practices, embedding effective consultation and engagement and reviewing the reliance on zero-hour contracts given proposed reforms to strengthen protections for precarious work (GOV.UK, 2026). This approach will not only reduce the risk of legal claims but also deliver positive outcomes for employees and the stability of the business.
This approach also helps build a strong psychological contract between employees and EE and contributes to better job quality and productivity (Conway and Briner, 2005; CIPD, 2025). The CEO must implement these changes with a clear, measurable plan and sure that ER are managed in line with both the law and the organisations strategic goals (ACAS, 2021).
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Priority: Immediate (0-6 months)
EE should focus on upskilling line managers to drive early intervention and resolution of issues around grievances, absence and workplace conduct issues. This proactive approach addresses the reactive ER culture and governance gaps in the organisation. Training needs to focus on informal resolution techniques, effective communication and compliance with rules and regulations. ACAS (2024) suggest investing in this ability would ensure that issues are resolved before they escalate, leading to improved workplace outcomes. 
ACAS (2021) report shows that formal grievance costs around £951 in management and administrative time, highlighting the value of preventing escalation.
Cost
· Leadership Capability training: £3,250 (ACAS, 2026b)
· Management time (training attendance and application): £2,000–£3,000 (Ashdown Group, 2026)
· HR support, coordination and materials: £1,000–£2,000
Total estimated cost: £6,250-£8,250
Measurement of success  
Measures of success include decreases in formal ER cases of stress-related absence, improved manager training completion rates and quarterly analysis of ER trends. These costs will be offset by savings from reduced formal disputes and absenteeism (ACAS, 2021). This aligns with ACAS (2025b) and CIPD (2020) findings that proactive management and improved leadership skills prevent escalations and reduce conflict-related absence. 
[bookmark: _Toc229424481]Equality, Diversity and Inclusion (EDI) training 
Priority: Immediate (0-9 months)
EE should implement compulsory EDI training and increase management accountability. This addresses the identified risk of discrimination and inconsistent decision making. Strengthening fairness and transparency are linked to improved engagement and reduced conflict (CIPD, 2024a). Building managers’ confidence to address equality issues helps the organisation demonstrate it has taken all reasonable steps to prevent discrimination.
Cost 
· EDI training delivery (train‑the‑trainer model): £3,000–£5,000 (ACAS, 2026a)
· Management time: £1,500–£2,500 (Ashdown Group, 2026)
· HR support, policy updates and communication materials: £1,000–£1,500  
Total estimated cost: £5,500–£9,000
Measurement of success  
Success is measured by reducing discrimination claims, increasing employee engagement scores and tracking diversity, equity and inclusion metrics. Costs of training and implementation will be outweighed by reduced risk of discrimination claims and reputational damage. CIPD (2024a) shows that effective management of workplace conflict and fairness is positively related to employee engagement and reduces organisational risk.
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Priority: Short Term (6-12 months)
Implement a structured TUPE process that involves early consultation and clear communication with strengthened employee voice mechanisms and potential revisiting relationships with trade unions to create better communication channels and reduce risks of statutory recognition. CIPD (2025) demonstrates that meaningful consultation and strong employee voice can help reduce uncertainty and ensure compliance during organisation change.
Cost 
· HR time for TUPE planning, consultation and coordination: £2,000–£3,000 (Ashdown Group, 2026)
· Communication materials and employee engagement activities: £1,000–£1,500
· Manager briefing and guidance sessions: £1,000
Total estimated cost: £4,000–£5,500
Measurement of success 
Complying with TUPE consultation requirements, minimising ER disputes when there is a restructure or other organisational change and monitoring employee engagement and feedback throughout the consultation process. This significantly reduces the risk of financial penalties, legal claims and reputational damage due to non-compliance. In the case of non-compliance, protective awards can reach up to 13 weeks' pay per affected employee (TUPE, 2006).
[bookmark: _Toc229424483]Workforce Contract Review 
Priority: Medium Term (12-18 months)
EE should minimize its usage of zero-hour contracts and explore alternatives like guaranteed hours where it is possible to improve job quality and prepare for upcoming changes to the ERA 2025 (GOV.UK, 2026). CIPD (2025) demonstrates that job security directly influences employee retention and productivity.
Cost 
· HR resource time for contract review and workforce planning: £2,000 - £3,000 (Ashdown Group, 2026)
· Policy development, communication and manager guidance materials: £1000
· Implementation and consultation processes: £1000

Total estimated cost: £4,000 - £5,000
Measurement of success 
Decreased dependency on zero-hour contracts, increased workforce stability and tracking employee retention and turnover trends. This may temporality increase labour costs but is likely to be offset by reduced turnover and a more stable workforce (CIPD, 2025). 
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