A Guide for Hiring Managers

Understanding
Worker Classification

What is Worker Classification? e R = |

Worker classification refers to how a worker is

categorized based on their relationship with the

company. This typically involves distinguishing between
employees and independent contractors, even when
engaging workers through staffing agencies.

Why is Worker Classification Important?

As a Hiring Manager, understanding worker classification is crucial
because:

Legal Compliance:
Misclassification can lead to legal issues and financial penalties.

Cost Management:

Different classifications have different cost implications for the
company.

{ Worker Rights:
Classification affects a worker's rights, benefits, and protections.

Tax Implications:

The company's tax obligations differ based on worker
classification.
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Key Points for Hiring Managers

Different Types of Workers Common Misclassification Risks
* Employees: Typically have ongoing, « Treating contractors like employees (e.g.,
integral roles with more company control providing equipment, setting strict
over their work. schedules).
» Contractors: Usually engaged for specific « Engaging long-term contractors for core
projects or timeframes with more business functions.
autonomy.

« Failing to reassess classification as roles
» Agency Workers: Employed by the agency evolve.

but work for your company temporarily.
Your Supplier’'s Role

Impact on Your Role . . .
P « Staffing agencies help navigate

* You play a crucial role in ensuring proper classification issues but final
classification by defining job responsibility often lies with your
responsibilities and work arrangements. company.

+ Your management style and level of « Regular communication with your
control over the worker can affect their supplier about worker roles and
classification. responsibilities is key.

Case Study: -
8
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Mishap

Situation:

A tech company hired a software developer
through a staffing agency as an independent
contractor for a 6-month project.

Problem:

The developer worked full-time hours, used
company equipment, and was closely managed
by the company's team lead, blurring the lines
between contractor and employee. e
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Consequences:

+ Aroutine audit flagged the arrangement as potential
misclassification.

« The company faced possible fines and back-payments for taxes
and benefits.

« The developer could claim rights to employee benefits.

!
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Resolution:
» The Hiring Manager had to work with HR to reassess the role and Key Takeaway:
relationship. Understanding the distinctions
- The company offered the developer a full-time position to between different worker
mitigate risks. classifications and regularly

reviewing engagements can
« New guidelines were introduced to help Hiring Managers

prevent costly misclassification
understand the differences between employees and contractors.

issues.

Best Practices for Hiring Managers

Clearly define roles and responsibilities before engaging workers.

Regularly review the nature of work being performed by contractors and agency workers.

+ Consult with HR or Legal if you're unsure about a worker's classification.

Maintain open communication with your staffing agency about worker roles and any changes.

Be cautious about integrating contractors too deeply into employee-only activities or benefits.

Remember, while classification can be complex, your awareness and involvement are key to maintaining a
compliant and effective workforce.

Contact our specialist advisors today:

connect@redwizard.consulting

Connect & Follow us on LinkedIn m
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https://www.linkedin.com/company/redwizard/?originalSubdomain=uk

