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Employment Contracts and Company Policies 
  

When an employment relationship starts the 
parties will both enter into a contract of 
employment. The employment contract, along 
with the parties’ statutory and common law 
rights, forms the foundation of the 
employment relationship. In addition to this, 
most prudent companies will have a company 
handbook which will include policies on things 
such as; bonus, sickness absence, disciplinary 
procedure, grievance procedure and data 
protection (amongst other things). The practical benefit of having a set policy means that new and existing employees 
know the set procedure that the company has adopted.  
 
Some companies choose not to put in place a company handbook and instead set out relevant policies and procedures as 
clauses in the employment contracts. Unfortunately, this can lead to a significant problem as there is a crucial legal 
difference between a non-contractual company policy and an employment contract.  
 
When a policy or procedure is part of the employment contract, it becomes legally enforceable as a contractual clause.  
Breach of a contractual clause in an employment contract can lead to the employee ending the employment relationship 
and suing the employer for wrongful dismissal.  Where the breach is of a contractual procedure, the employee could sue 
for an injunction to force the employer to follow the set procedure. Another concern with a contractual procedure is that 
any failure to follow it will be a breach of contract and such a breach can entirely undermine a dismissal procedure and 
lead to an unfair dismissal. 
 
By including policies and procedures as clauses in an employee’s contract these become contractual rights which must be 
adhered to.  The advisable alternative is to make all company policies non-contractual.  Whereas it is possible to have a 
non-contractual policy set out in the employment contract, it can be difficult to achieve this with any certainty and can 
lead to the employer being unsure of whether the policy is legally enforceable or not.  It is therefore always advisable to 
have policies and procedures set out in a separate handbook.   
 
Furthermore, the employment contract can generally only be varied with the consent of the employee whereas the 
handbook can be changed unilaterally.  If the company has their policies as separate documents which form part of the 
staff handbook then these procedures can be adapted as they wish without employee approval.  
 
In practical terms, procedures tend to be adaptable by their nature. They adapt to what becomes normal working practice 
and these constantly change.  Having the procedures as policies rather than in the contract means that the company is 
able to adapt quickly as they can amend the policy as they see fit. If the company has contractual procedures these can 
become entrenched and makes it difficult for a company to make necessary changes which could hold 
the company back.  
 
For these reasons, it would be highly advisable to have separate policies to be included in a company 
handbook and these should state specifically that these are policies only and not contractual.   
 
If you would like advice on drafting company handbooks and policies, please 

contact our employment team.     
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