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Ann HenryAH EmployeeUSA $2,000.00

Carla MartinsAH EmployeePortugal €1,500.00

Paul ClarkPC EmployeeUnited Kingdom $2,000.00

Phill MorrisAH EmployeeUnited Kingom $2,000.00

Sally WashingtonAH EmployeeUSA $2,000.00

Dione HawkinsDH EmployeeNetherlands $2,000.00

Vivek DayAH EmployeeUSA $2,000.00
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When you employ international workers, you typically pay your team in one of two ways: as contractors or as full-time 

employees. Misclassify someone as a contractor who should be an employee, though, and your company could face 

stiff fines and penalties.

Regulatory fines and benefits repayment

Fines vary widely from country to country, but in most cases, you must pay at least the value of the benefits 

the employee should have been collecting during their time as a misclassified contractor, plus interest. In 

addition, you may be liable for fees from the government. If regulators determine you misclassified employees 

intentionally, fines and penalties can be severe.

Business penalties and bans

If you misclassify one contractor, regulators will want to know if you have done the same to others. That 

process could involve forcing your business to slow or stop operations temporarily. In some cases, if your 

business has been found to violate the law to a great extent, a country may tell you that your operation is no 

longer welcome at all.


Loss of intellectual property

Contractors and employees transfer ownership of intellectual 

property to your business in different ways. Misclassifying a 

contractor could potentially assign ownership rights of your IP to the 

person who created it instead of your business.

Legal disputes with your workers

You need the trust and goodwill of your team to grow. However, 

misclassification issues can create a hostile relationship between 

your company and your workforce. If you misclassify workers 

overseas, your executives may have to spend days or weeks fighting 

in foreign courts, all the while harming the company’s relationships 

and reputation.

Potential penalties for misclassification

Key questions to help you avoid misclassification

Companies must know whether their global independent contractors are compliant with local labor laws 

and regulations. To determine whether your independent contractors are operating compliantly, ask yourself 

the following questions:

If you answered “no” to any of these questions, your independent contractor is likely noncompliant to some 

degree and may be considered a “misclassified employee.” However, this is a generalized checklist. 

Remember that the labor laws in the countries in which your independent contractors operate could be 

more or less restrictive than these.


Can the contractor set their own work schedule, excluding project deadlines?

Does the contractor have freedom to complete projects for other organizations unrelated to our 

business?

Does the contractor have full autonomy over how they accomplish a task?

Have we confirmed that training is not necessary for a contractor to complete their tasks and that 

our company does not provide such training?

Is the contractor engaged with our company for a temporary length of time (such as a fixed 

number of months or until the completion of a project)?

Does the contractor invoice our company for expenses rather than submit an expense report?

Has the contractor worked on multiple fixed-term contracts in the past?

Is the contractor compensated through their fees as stipulated in their independent contractor 

agreement rather than receiving regular salary payments?

Does the contractor publicly acknowledge they are self-employed rather than an employee of our 

company?

Has the contractor properly registered for statutory social insurances (health, pension, etc.) and 

obtained required professional insurance policies (errors & omissions, property & liability, etc.)?

Does the company ensure that the contractor isn’t supervising employees, volunteers, or other 

independent contractors?

Has the contractor paid and met deadlines for applicable taxes?

Remote offers a best-in-class experience for hiring, managing, and paying international contractors. 

Everything you need for effortless 
contractor management

You can trust Remote’s dedicated team of global 

HR experts to make sure that you are hiring 

contractors in compliance with local labor laws. 

We’ll take care of all the time-consuming admin 

tasks so that you can focus on growing your 

business.

Onboard, pay, and manage contractors 

around the world with zero hidden fees, 

from one easy-to-use dashboard.

Ensure compliance with local labor 
laws and avoid misclassification.

Pay international 

contractors with ease.

https://remote.com/platform/hire-international-contractors

