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What you should know if your 
employer goes out of business 
  
You often hear that up to half of all small 
businesses fail within the first few years. But 
overall, since the end of the recent global 
recession, things finally seem to be improving. 
According to The Insolvency Service, the latest 
statistics suggest total company insolvencies in 
England and Wales in 2016 were broadly the 
same as in 2015, when they were at their lowest 
level since 2007. 
  

But what does it mean when your employer goes 
under? If the company you work for becomes 
insolvent, it means it can't pay its debts. And with 
the pub, bars and club sector often having a 
higher risk of insolvency than the rest of the 
economy, it's a good idea to know what to do and 
to be aware of your rights should your employer 
become insolvent and go out of business. 
  

Did you know?  
Compared to all business in the UK, pubs and 
bars currently have a 12 per cent higher-than-
normal risk of insolvency, with businesses in the 
South East most at risk (Source: insolvency trade 
body R3) 
  

Insolvency types 
 
There are several different types of insolvency: 

Liquidation  

If your company is in liquidation, the business will 
close - which means you will lose your job (that is, 
you will be made redundant). The company's 
assets will be sold to pay its debts. For more 
details on being made redundant, read our 
guide What you need to know about redundancy. 
  

Administration  
If your company goes into administration, it 
means a person called an administrator will 
decide whether or not the entire business or part 
of the business is worth saving and can keep 
going, sometimes by being sold to another 
company (so you may or may not keep your job). 
It also means you can't make a claim for any 
wages or other payments you're owed until you're 
officially made redundant. 
  

Receivership  
This is similar to liquidation, but is arranged by a 
single creditor (a person or organisation that the 
company owes money to). The company's assets 
are then sold to pay that creditor. 
  

Bankruptcy  
Also called sequestration in Scotland, bankruptcy 
affects people rather than companies. If your 
employer is an individual who can't pay their 
debts, they could become bankrupt. Individuals 
can also make an agreement called an Individual 

https://licensedtradecharity.custhelp.com/app/answers/detail/a_id/59/c/94/kw/redundancy
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Voluntary Arrangement, which is an agreement 
with their creditors to pay all or part of their debts. 
If your employer is insolvent, it may also have 
made a voluntary arrangement with its creditors 
(called a deed of trust in Scotland).  
 

Claiming what you're owed 
 
If your employer has become legally insolvent 
and you've been made redundant, you have the 
right to make a claim for any wages you may be 
owed, as well as redundancy pay and any other 
payments connected to your job. If your employer 
cannot afford to pay what it owes you, the money 
you claim comes from the government's National 
Insurance Fund. 
  

You may be able to claim one or more of the 
following, depending on what you're owed 
(though it's not guaranteed you'll get everything 
your employer owes you): 
  

• Redundancy pay 
• Up to eight weeks of owed wages, including 

commission, overtime etc. Note: the maximum 
weekly wage you can claim is capped, so it may 
be less than you're owed 

• Up to six weeks of owed holiday pay (again 
there is a limit to how much you can claim per 
week owed) 

• Any unpaid pension contributions (these are 
collected by your pensions administrator) 

• Statutory notice pay 
  

Redundancy pay  
 
If your employer's going out of business has 
made you redundant, you can claim statutory 
redundancy pay if you've worked for the company 
continuously for two or more years. You can claim 

online for redundancy pay as well as any wages 
you're owed and holiday pay.  
If you're still working - that is, if your company is 
in administration and there's a chance it may be 
sold or rescued - your right to redundancy pay if it 
closes down at a later date isn't affected. 
  

• Call the redundancy payments enquiry line on 
0300 331 0020 if you need help with claiming.  
You can also call this number to get more 
information about redundancy payments. 

  

Find out more about redundancy pay by reading 
our guide What you need to know about 
redundancy. 
  

Statutory notice pay  
 
The minimum notice period your employer has to 
give you is one week if you've worked for them for 
between a month and two years, or two weeks' 
notice and an extra week for each year you've 
worked if you've worked for the company for two 
years or more (up to a maximum of 12 weeks). 
  

If, however, you were laid off without any notice 
or if you worked your notice period and didn't get 
paid for it, you can claim for statutory notice pay 
You can claim online for statutory notice pay, 
though you won't receive anything until the end of 
your statutory notice period.  
  

Lay-offs and short-time working 
  

If your employer is struggling to pay its debts but 
isn't yet legally insolvent, you may be laid off or 
have your working hours cut (often referred to as 
short-time working). 
  

https://www.gov.uk/claim-redundancy
https://www.gov.uk/claim-redundancy
https://licensedtradecharity.custhelp.com/app/answers/detail/a_id/59/c/94/kw/redundancy
https://licensedtradecharity.custhelp.com/app/answers/detail/a_id/59/c/94/kw/redundancy
https://www.gov.uk/claim-loss-notice
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If you're laid off, your employer may ask you not 
to come into work or take unpaid leave. You 
should receive your full wages, unless your 
contract allows for unpaid or reduced pay lay-offs. 
If you don't receive your pay, you may be able to 
claim statutory guarantee pay (currently this pays 
a maximum of £26 a day for five days in any 
three-month period). 
  

Not paying you statutory guarantee pay - or a 
guarantee pay set out in your contract that's not 
less than the statutory scheme - means you can 
take your employer to an employment tribunal. 
  

You can be laid off or put on reduced hours for 
any amount of time. But if you've been affected 
for four weeks in a row or six weeks during a 13-
week period, you have the option of applying for 
redundancy and claiming redundancy pay. 
  

Meanwhile, unless your contract states otherwise, 
you're allowed to take on another job if you've 
been laid off or your working hours have been 
cut. There are some conditions, however. You 
should ask your employer to agree to you taking 
on another job and not work for a competitor. And 
if your lay-off or reduced hours come to an end, 
you must make yourself available again for your 
original job. 
  

Company takeovers 
  

If your company is sold to another employer, you 
have the same employment rights as you did 
previously (your terms and conditions of 
employment are automatically transferred). This 
means you can still make a claim for redundancy 
pay and any pay that's owed to you if you end up 
losing your job as a result of the transfer. 
  

Here are some of the other things you should be 
aware of: 
 • You don't have to accept a position with your 

new employer. However, if you refuse to transfer 
to the new business you may have fewer rights, 
including the right to claim redundancy pay. You 
may be able to claim unfair dismissal, but only if 
you can prove your working conditions will 
become worse as a result of transferring to the 
new business. 

• If you lose your job because your new employer 
refuses to take you on, you may also be able to 
claim unfair dismissal at an employment tribunal 
(or industrial tribunal in Northern Ireland). To 
find out more about making an unfair dismissal 
claim, visit gov.uk. 

• When your company is transferred to a new 
owner, the amount of time you worked at your 
previous employment counts towards your 
continuity of service at your new company. 

• Your pension rights are not automatically 
transferred. But if you had a pension scheme at 
your previous company, the new company must 
provide you with some form of pension if you're 
eligible (though it may not be as favourable as 
your old pension). 

  

Claiming benefits 
  

After being made redundant you may qualify to 
apply for benefits such as Jobseeker's Allowance, 
Housing Benefit, Council Tax Reduction or 
Universal Credit. However, any redundancy pay 
you receive may affect your right to claim any of 
these benefits. 
  

If you've been laid off from your job or you're on 
short-time working, you're also entitled to apply 
for Jobseeker's Allowance if you're willing and 

https://www.gov.uk/employment-tribunals
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able to take on casual work that's within a 
reasonable distance from where you live. 
  

To find out more about benefits, visit gov.uk. 
  

Help with finding a new job 
  

If you've been made redundant within the last 13 
weeks, you're working through your redundancy 
period or you suspect you're going to be made 
redundant, you can use the Rapid Response 
Service at your local Jobcentre. This may include 
things like vocational training if no other funding is 
available (however, to qualify you must have 
started your redundancy notice period). 
  

• In Scotland, those who have been made 
redundant or are facing redundancy can also get 
support and advice from Partnership Action for 
Continuing Employment (PACE). This includes 
help with finding a new job as well as benefits 
and financial advice. Call 0800 917 8000 for 
more information. 

• In Wales, a scheme called ReAct is available to 
help people who've been made redundant (or 
are under notice of redundancy) to pay for 
training and related costs. Find out more at your 
local Careers Wales office or call 0800 028 
4844. 

  

Useful links 
 

If you are experiencing any of the issues covered 
in this guide, in the first instance call our free 
helpline on 0808 801 0550. Our Advisors will 
listen without judging and will work with you as 
best they can to achieve a positive outcome. If 
you prefer you can email:   

helpline@ltcharity.org.uk;  Visit our 
website: www.licensedtradecharity.org.uk;  It's full 
of useful information about the kind of issues we 
know people who work in the licensed trade face. 

 Other sources of information: 

The Insolvency Service 
www.gov.uk/government/organisations/insolvency
-service 
Advice about insolvency, including how to find an 
insolvency practitioner. 
  
Money Advice Service 
www.moneyadviceservice.org.uk 
For free and impartial money advice, including 
help with redundancy issues. 
  
Gov.uk 
www.gov.uk 
There's lots of information and help on this 
government website, including a useful fact sheet 
for employees who have lost their job because of 
insolvency. 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.gov.uk/browse/benefits/entitlement
mailto:helpline@ltcharity.org.uk
http://www.licensedtradecharity.org.uk/
http://www.gov.uk/government/organisations/insolvency-service
http://www.gov.uk/government/organisations/insolvency-service
https://www.moneyadviceservice.org.uk/en/categories/redundancy
https://www.moneyadviceservice.org.uk/en/categories/redundancy
https://www.gov.uk/browse/working/redundancies-dismissals
https://www.gov.uk/browse/working/redundancies-dismissals
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/593687/RP1FactsheetforGOVUK.pdf

