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by Leslie Stoner and Jacqueline Whyatt

The “gig economy” is a labor market 
that is characterized by short-term 
(contingent) contracts or freelance 

work, as opposed to permanent jobs. The 
contingent workforce, or gig economy 

workers, now represents a hugely 
diverse range of skills and expertise, 
and increasingly organizations 
are relying on these non-employee 
workers for some of their most 
critical activities.

However, as the rise of the 
contingent workforce gains 
momentum, the variability across 
the world’s legislative landscape 
for contingent workers is also 
becoming more evident. Often these 
differences require more attention 
during the hiring process than 
defining and monitoring the quality 
of the work itself, which some might 
suggest is a bit back to front.

As a result, when organizations think 
of independent contractors, the term is 
often associated instantaneously with 
compliance and worker misclassification 
matters. Even Google thinks the same. A 
Google search returns pages of articles 
and references to compliance, with the 
topic featuring most prominently in 
employment law blogs and magazines. 
There are numerous references to case law, 
showcasing examples of organizations that 
got it wrong. And if they do get it wrong, 
no matter how good their intentions were, 
they can find themselves being audited by 
local government and sometimes subjected 
to extensive fines and penalties that 
damage not only their bottom line, but also 
their employment brand.

This poses the fundamental question, 
How can organizations leverage the best 
independent talent AND ensure they 
satisfactorily balance ever-changing 

Navigating the compliance 
maze in the gig economy
 » Gain visibility on your contingent workforce: (a) Who are they? (b) What are they doing? (c) Where are they? (d) When 
are they due to end their project? (e) How are they being engaged?

 » Review operational practices for engaging contractors, including process flows, onboarding checklists, statements of 
work (SOWs), contracts of engagement, policies, and procedures.

 » Establish processes for reviewing legislation and compliance on an ongoing basis, adapting your policies and procedures 
accordingly, and continually scanning your workforce for areas of risk and compliance exposure.

 » Understand and be satisfied with compliance processes of agencies and other suppliers of independent talent to 
your business.

 » Conduct training sessions with internal stakeholders to ensure they are familiar with all processes, policies, and 
procedures. Remember, ignorance can cost both your bottom line and your employment brand.

Whyatt

Stoner
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compliance and ethical engagement 
guidelines around the world?

A growing workforce
Independent contractors represent a critical 
part of the talent supply chain. According 
to the McKinsey 2016 Global report, there 
are now more than 162 million independent 
workers across the 
U.S., and Europe, 
the Middle East 
and Africa.1 This 
represents nearly 
35% of today’s total 
workforce and includes 
temporary workers, 
freelancers, statement 
of work-based labor, 
and independent 
contractors. Growth 
continues to accelerate, 
and independent 
worker populations are 
set to make up 40% of the workforce by 2020. 
This means compliance and ethics need to be 
part of every organization’s talent supply chain 
strategy, regardless of their size.

A taxing agenda from the government
At a macro level, the rapid growth of the 
independent workforce will inevitably affect 
income and tax flows, which naturally arises 
interest from governments at all levels. But 
governments should be wary of just focusing 
on matters of tax collection and disguised 
employment. Whatever regime they operate 
needs to maximize the potential value that 
this worker type can contribute to their 
overall economy.

Unfortunately we do seem to be operating 
in an environment where current regulations 
are complicating rather than easing the 
engagement of independent workers. It’s 
becoming more and more challenging for 

organizations to traverse the current web of 
applicable local labor policies, and they are 
often left fearful of violating the many rules that 
govern the deployment process. This means we 
are creating a classic catch-22 situation, where 
millions of freelancers are ready to fill the 
organizational skills gap, managers are keen to 
meet their business objectives by deploying an 

increasingly mobile and 
dispersed workforce, but 
the marriage of these 
two parties is becoming 
more rather than less 
complex to navigate.

The Association 
of Independent 
Professionals and the 
Self-Employed (IPSE) 
supports this view in its 
Taylor Review Report: 
“Individuals and ‘gig 
economy’ companies 
are struggling to 

understand their rights and responsibilities, 
and there is too little case law about platforms 
to provide clarity.”2 IPSE Chairman James 
Collings says, “The next government must 
fully embrace this structural shift to give the 
economy the flexibility it needs. What is needed 
now is a fundamental and clearheaded review 
of self-employment and taxation.”3

Navigating the compliance maze
Governments across the globe are regularly 
updating the judgments and ramifications on 
how independent workers should be accounted 
for, and the lines between non-employee and 
employee continually blur. Each country has 
its own specifically defined resource categories 
that attract different types and levels of rights/
obligations. Different terminology also exists 
for different categories of worker, often with 
a different meaning or translation when it 
comes to local employment law: employees, 

According to the 
McKinsey 2016 

Global report, there 
are now more than 

162 million independent 
workers across the 

U.S., and Europe, the 
Middle East and Africa.
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temporary employees, leased workers, 
temporary workers, agency workers, zero-
hour contractors, freelancers, sole traders, 
independent limited 
company contractors—
just to name a few. 
Furthermore, each 
country has its own 
unique combination of 
tax, employment, and 
commercial legislation 
dictating what cross-
border guidelines 
should be applied. For 
example, in the UK, 
supervision, direction, 
control, and a right of substitution are key 
determining factors. In the Netherlands, 
the use of Model Agreements is soon to 
be mandated, and in the U.S., variance 
exists between state and federal authorities. 
All of this serves to further complicate 
the understanding of what constitutes a 
robust compliance model when engaging 
independent workers.

Expensive lessons
We can observe numerous examples of workers 
being misclassified and organizations being 
faced with significant fines and penalties for 
unknowingly breaching the rules. 

Uber has recently faced a number of worker 
misclassification cases concerning workers who 
have filed for employment rights and won. 
These rulings may now force Uber to treat all 
of its drivers as employees, a precedent that will 
not only affect Uber and its workers globally, 
but also workers and organizations in other 
sectors and geographies. The concern with these 
types of cases is that the worker classification 
definitions and rules of engagement that apply 
to an Uber driver are the same set of rules that 
apply to a professional contractor. The reality 
is that the type of independent worker who 

becomes an Uber driver is vastly different from 
a career contractor who has intentionally set 
up a business with the purpose of marketing 

their niche specialist 
skills to a diverse 
client base. It is 
understandable that 
governments want 
to ensure all workers 
pay the right amount 
of tax, but a one-size-
fits-all approach 
does not work in 
this instance.

You have to 
wonder whether our 

governments really understand the nature of the 
gig economy.

Balancing engagement with compliance 
and ethics
From the outside looking in, governments 
seem to be more concerned with maximizing 
tax revenues rather than helping a new type of 
workforce to flourish. This has created a perfect 
storm for HR, Legal, Procurement, and business 
leaders as they try to pursue an optimal 
engagement strategy for independent workers.

To survive this perfect storm, a sound and 
ethical engagement model is key to business 
success. It means engaging the right worker, 
at the right cost, for the right project, using a 
robust compliance framework to direct the 
assessment of each worker. Never before has 
understanding your workforce in the context of 
legislation been more important. ✵
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From the outside looking 
in, governments seem to 
be more concerned with 

maximizing tax revenues 
rather than helping a 

new type of workforce 
to flourish.
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