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RED FLAG NO.THE BUSINESS’S COMMERCIAL SUCCESS SUBSTANTIALLY DEPENDS UPON:
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RED FLAG NO.

Labor relationships that are structured to avoid costs that come with formal 
employment arrangements

•	 Online and offline gig workers
•	 Contingent labor
•	 Unpaid internships 

•	 Incorrect categorization of workers as  
“independent contractors”

•	 Reliance on labor provided by third parties  
(see Red Flag 18) 

Such as:

•	 Technology sector, in particular digital platforms for services, including transportation and grocery/meal delivery 

•	 Companies reliant on independent contractors and/or workers at third-party contract firms 

•	 Client services firms or international organizations relying on unpaid internships

HIGHER-RISK SECTORS:

•	 Is the decision to rely on a contingent workforce made primarily for reasons of costs and if so, is there a risk that some or all 
costs may be being transferred to workers? 

•	 If flexibility is the primary driver for relying on a contingent workforce, what other options have been considered to achieve the 
necessary flexibility through an employment model?

•	 How does the company make decisions about moving people or positions out of employment and into contingent or other 
bases, and on what criteria does it assess the justification for doing so, when considering the insecurity it creates for the worker?

•	 How does the company know whether non-employed workers associated with the company are provided with conditions 
and protections necessary to work with dignity, such as the ability to earn a living wage or access benefits (leave, healthcare, 
insurance etc)? 

•	 How does the company know that workers associated with the organization are provided equal remuneration for the same work, 
whether employed or contract employees?

KEY QUESTIONS FOR LEADERS TO ASK OR BE ASKED:

RED FLAGS IN THE COST STRUCTURE 
AND THE REVENUE MODEL
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employment arrangements

Gig economy
The gig economy is growing rapidly, but defining and measuring 
gig work can be challenging. According to the World Bank Group, 
in 2023 between 145 million and 435 million individuals worldwide 
were engaged in the gig economy, which represents between 4% 
and 12% of the global workforce, and with considerable growth 
anticipated, particularly in developing countries.
Classifying an employee as an independent contractor can reduce 
costs to the company - such as payroll taxes and premiums for 
workers' compensation – by as much as 30%. 
Non-traditional employment, such as gig work, has the potential to 
provide some benefits for some workers, such as independence 
and flexibility in choosing where, when and for whom they work. 
However, such benefits are not always realized. For example, gig 
workers can be committed to one employer through variable hour 
contracts, which significantly decreases their flexibility and increases 
uncertainty. Where these non-traditional employment relationships 
are exploited, it can exacerbate existing vulnerabilities by shifting 
costs and risk to workers (without commensurate increase in financial 
compensation). 
Some groups have referred to excessive use of such employment 
relationships as a “misclassification business model,” whereby the 
company “engages the people who actually carry out the core 
business, and over whose work significant control is exerted, as 
independent contractors instead of employees.”
Further, in geographies without regulatory protections for workers, 
this structure can deny workers access to the benefits that are tied 
by domestic law to a direct employment relationship, including:

•	 Access to anti-harassment and discrimination protections (Right to 
non-discrimination; Right to just and favorable conditions of work).

•	 Minimum wage and overtime protections (Right to equal pay for 
equal work; Right to fair/living wage).

•	 Safe working conditions (Right to health and Right to life)
•	 Right to organize and bargain collectively (Freedom of 

association) 
•	 Access to unemployment insurance and workers’ compensation 

(Right to an adequate standard of living; Right to just and 
favorable conditions of work).	

Internships
When used appropriately, internships can provide a valuable entry 
or insight into a company or industry. When used inappropriately, 
they can amount to individuals undertaking “real work of real value 
with no economic support.”  Where independent contractors or 
interns undertake jobs similar to regular workers in an organization, 
but for less pay or access to benefits, issues of equal pay and non-
discrimination arise. Moreover, internships that are unpaid can limit 
access to opportunity for those, including in the global South, who 
do not have the financial resources to work for free, reinforcing 
persistent economic and social inequalities. (See PSI). 
The gig economy’s business model, built on flexible, on-demand 
labor, can leave workers particularly exposed to the escalating risks 
of climate change. Gig workers, especially those responsible for 
ride-hailing and delivery services, are increasingly required to work 
through heatwaves, storms, and poor air quality, often without access 
to sick leave, workers’ compensation, or protective equipment. At the 
same time, the high volume of short, on-demand trips and deliveries 
can contribute to urban congestion and air emissions, thereby 
potentially exacerbating the precarious working conditions.

RISKS TO PEOPLE

RED FLAGS IN THE COST STRUCTURE 
AND THE REVENUE MODEL

https://openknowledge.worldbank.org/entities/publication/ebc4a7e2-85c6-467b-8713-e2d77e954c6c
https://www.nelp.org/publication/rights-at-risk-gig-companies-campaign-to-upend-employment-as-we-know-it/
https://www.amnesty.org.uk/blogs/human-rights-are-answer/insecure-world-gig-economy-and-improving-workers-rights-riz-hussain
https://www.amnesty.org.uk/blogs/human-rights-are-answer/insecure-world-gig-economy-and-improving-workers-rights-riz-hussain
https://www.amnesty.org.uk/blogs/human-rights-are-answer/insecure-world-gig-economy-and-improving-workers-rights-riz-hussain
https://www.hrw.org/report/2025/05/12/gig-trap/algorithmic-wage-and-labor-exploitation-platform-work-us
https://www.hrw.org/report/2025/05/12/gig-trap/algorithmic-wage-and-labor-exploitation-platform-work-us
https://www.nelp.org/publication/rights-at-risk-gig-companies-campaign-to-upend-employment-as-we-know-it/
https://publicservices.international/resources/news/ending-unpaid-internships-at-the-un-and-around-the-world?id=14728&lang=en
https://hbr.org/2024/11/when-gig-work-meets-extreme-weather
https://hbr.org/2024/11/when-gig-work-meets-extreme-weather
https://www.sciencedirect.com/science/article/pii/S245229292400033X
https://www.sciencedirect.com/science/article/pii/S245229292400033X
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Regulatory, financial and legal risks:
•	 In Canada, the Ontario Labour Relations Board ruled in 2020 

that foodora couriers are dependent contractors, giving them the 
legal right to organize and join a trade union.

•	 In 2024 the US Department of Labor instituted a new rule 
that made it more difficult for companies to classify workers 
as independent contractors, thus potentially bolstering legal 
protections and compensation for workers and potentially 
increasing company insurance liabilities. 

•	 In July 2024, the California Supreme Court upheld Prop 
22, a new hybrid scheme that, while allowing Uber, Lyft, 
and DoorDash to keep drivers as contractors, guarantees 
120% minimum wage, health care stipends, and some injury 
protections.

•	 In the UK, court cases are reclassifying gig economy workers. 
In February 2021, the UK Supreme Court unanimously ruled 
that Uber drivers are “workers”, not independent contractors. 
Thereafter in November 2024, a UK Employment Tribunal ruled 
that European ride-hailing group Bolt’s UK drivers must be 
classified as “workers” rather than independent contractors, 
entitling them to rights such as the national minimum wage 
(including for time logged into the app), paid annual leave, and 
potentially over £200 million in back pay for around 15,000 
claimants. The tribunal found that Bolt exercised significant 
control over drivers, rejecting arguments that they operated 
as independent businesses. While Bolt had introduced certain 
benefits in mid-2024 (such as holiday pay and pensions) 
without reclassifying drivers, it is now reviewing the judgment 

and considering an appeal. The Bolt ruling closely mirrors the 
landmark Uber v Aslam case, the outcome of which held that 
Uber drivers were “workers” and were therefore entitled to the 
benefits attached to that status. These cases may have far-
reaching implications for the gig economy in the UK.

•	 Denver Labor, the US city of Denver’s labor enforcement office, 
issued citations to two businesses – Instawork and Gigpro - 
seeking over USD 1 million in restitution and fines because they 
misclassified their workers as independent contractors, resulting 
in hundreds of workers being paid less than minimum wage and 
being denied the right to paid sick leave.

•	 In 2023, the San Francisco City Attorney filed a lawsuit against 
Qwick, an on-demand hospitality staffing company, for “illegally 
misclassifying its workers and denying them guaranteed 
protections wages and benefits”.  The City Attorney stated 
“Qwick is inequality disguised as innovation, a staffing company 
with an app that is in flagrant violation of labor and employment 
laws. It uses convenience and flexibility to mask its decision to 
deny workers their rights.” In 2024, Qwick agreed to a USD2.5 
million settlement with the City of San Francisco. 

•	 The EU Platform Work Directive, which Member States are 
required to transpose into national law by December 2, 2026, 
aims to enhance rights for gig economy workers by establishing 
a legal presumption of employment for platform workers under 
certain conditions, thereby granting them access to benefits 
like minimum wage and paid leave. It mandates transparency in 
algorithmic management, requiring platforms to disclose how 
automated systems affect working conditions and to provide 
human oversight over significant decisions. 

RISKS TO THE BUSINESS

RED FLAGS IN THE COST STRUCTURE 
AND THE REVENUE MODEL

https://uniglobalunion.org/news/canadian-union-secures-historic-win-for-gig-workers/
https://apnews.com/article/gig-workers-new-labor-rules-independent-contractors-df8101d6d22d5d3eda6def345fe95106
https://www.insurancebusinessmag.com/us/news/breaking-news/present-and-future-risks-for-the-rising-gig-economy-515167.aspx
https://www.theverge.com/2024/7/25/24206354/california-prop-22-uber-lyft-doordash-win?utm_source=chatgpt.com
https://www.theverge.com/2024/7/25/24206354/california-prop-22-uber-lyft-doordash-win?utm_source=chatgpt.com
https://www.supremecourt.uk/cases/uksc-2019-0029
https://www.leighday.co.uk/news/news/2024-news/bolt-drivers-win-ruling-that-they-are-workers-in-legal-claim-believed-to-be-worth-more-than-200-million/
https://www.ft.com/content/c7949a70-b4b6-45e1-9055-04c9aaaddc6a
https://www.ft.com/content/c7949a70-b4b6-45e1-9055-04c9aaaddc6a
https://www.biicl.org/gig-workers-litigation-database/uber-bv-v-aslam-2021
https://denvergov.org/Government/Agencies-Departments-Offices/Agencies-Departments-Offices-Directory/Auditors-Office/News/2024/Thousands-of-gig-workers-shorted-for-wages-sick-leave
https://www.sfcityattorney.org/2023/08/31/city-attorney-chiu-sues-qwick-for-misclassifying-hospitality-workers/
https://www.sfcityattorney.org/2023/08/31/city-attorney-chiu-sues-qwick-for-misclassifying-hospitality-workers/
https://www.sfcityattorney.org/2024/02/22/chiu-secures-2-1-million-deal-requiring-gig-economy-company-to-reclassify-workers-as-employees/
https://www.sfcityattorney.org/2024/02/22/chiu-secures-2-1-million-deal-requiring-gig-economy-company-to-reclassify-workers-as-employees/
https://service.betterregulation.com/document/774435
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•	 The legality of unpaid internships remains in a legal grey zone, 
with conflicting case law and a number of lawsuits filed by 
interns asserting they undertook the work of employees, for free.

Financial risks
In April 2020 the FT noted that Jim Chanos, the US investor, had 
warned in March that “he was shorting the stock of companies that 
relied on ‘gig workers’,”  on the basis that the crisis would change 
social and political attitudes to businesses relying on this precarious 
workforce.”

Staff recruitment/ Retention risks
•	 Organizations that rely heavily on unpaid or temporary 

labor, especially where it replaces entry-level jobs, face risks 
associated with lack of retention of staff with progressively 
increasing knowledge/skills. Further, the may miss opportunities 
associated with a more diverse workforce (age, family 
responsibilities, socio-economic status) by only drawing on a 
pool of talent with the means to remain unpaid for the period of 
work.

•	 Reputational risks may arise where workers mobilize to highlight 
their concerns about working conditions. For example in India, 
a country that hosts one of the fastest growing gig economies, 
there was a four day protest in Hyderabad, during which workers 
emphasized that the online grocery delivery service Zepto had 
not responded to workers’ concerns about lack of employee 
protections, including health insurance and accident coverage. 
The national gig workers union group also submitted a complaint 
to the state Labor Department highlighting alleged exploitative 
labor practices by the company.

Business Opportunity Risks  
•	 In response to Spain’s 2021 “Rider Law”—which requires app-

based delivery companies to classify riders as employees— 
British online food delivery company Deliveroo announced 
its withdrawal from the Spanish market and officially ceased 
operations there on 29 November 2021.

RISKS TO THE BUSINESS

RED FLAGS IN THE COST STRUCTURE 
AND THE REVENUE MODEL

https://www.fastcompany.com/3061904/are-unpaid-internships-legal-yet-heres-why-the-law-is-fuzzier-than-ever
https://www.ft.com/content/606d1460-83c6-11ea-b555-37a289098206
https://timesofindia.indiatimes.com/business/india-business/telangana-gig-workers-union-flags-low-wages-exploitation-at-zepto-in-letter-to-labour-dept-zepto-reacts/articleshow/121367790.cms
https://timesofindia.indiatimes.com/business/india-business/telangana-gig-workers-union-flags-low-wages-exploitation-at-zepto-in-letter-to-labour-dept-zepto-reacts/articleshow/121367790.cms
https://corporate.deliveroo.co.uk/investors/news/deliveroo-announces-agreement-end-operations-spain/?utm_source=chatgpt.com


RED FLAG NO.

BUSINESS MODEL RED FLAGS© Shift Project, Ltd

THE BUSINESS’S COMMERCIAL SUCCESS SUBSTANTIALLY DEPENDS UPON:

5

H
IG

H
-L

EV
EL

 
D

EC
IS

IO
N

-M
A

KI
N

G
RI

SK
 T

O
 P

EO
PL

E
RI

SK
 T

O
 T

H
E 

BU
SI

N
ES

S
TA

KI
N

G
 A

C
TI

O
N

U
N

G
Ps

 &
 S

G
D

s 
A

N
A

LY
SI

S

W
IT

H
 C

LIMATE LEN
S 17

SGD 8: Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent 
work for all, in particular 
•	 Target 8.8 Protect labour rights and promote safe and secure working environments for all workers, including migrant 

workers, in particular women migrants, and those in precarious employment

SDG 10: Reduce inequality within and among countries, in particular: 
•	 Target 10.4 Adopt policies, especially fiscal, wage and social protection policies, and progressively achieve greater 

equality

POSSIBLE CONTRIBUTIONS TO THE SDGS:

*For an explanation of how companies can be involved in human rights impacts, and their related responsibilities, see here.

Where a company routinely offers poorer pay and conditions to workers of a particular employment status, especially where this intersects 
with ethnicity or immigration status, age or other factors, they risk causing a negative impact.  

Where a company's remuneration of contract workers (or the hours of work it makes available to them) renders it difficult for a worker 
to maintain a living wage as they juggle multiple jobs, their health and safety is compromised on the job, or they have no freedom of 
association, they risk contributing to an impact.

WHAT THE UN GUIDING PRINCIPLES SAY:

Labor relationships that are structured to avoid costs that come with formal 
employment arrangements

RED FLAGS IN THE COST STRUCTURE 
AND THE REVENUE MODEL

SGD 14: Climate Action, in particular 
•	 Target 14.1 Strengthen resilience and adaptive capacity to climate-related hazards and natural disasters in all countries.

https://www.businessrespecthumanrights.org/en/page/345/integrating-and-acting
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DUE DILIGENCE LINES OF INQUIRY: 

•	 Do we or our supply chain partner(s) use substantial numbers of 
non-employed workers (e.g. gig workers, contract workers)?  

•	 Does we have clear guidance to managers on the appropriate use 
of non-employed workers?

•	 How does the company engage with workers on working hours?  
Are workers guaranteed a certain number of hours, do they have a 
regular schedule, or do have input into the hours they work?

•	 Do contract workers have the same protections under the law and 
regulations as our own employees? Consider:

	» Access to anti-harassment and discrimination protections
	» Minimum wage and overtime protections
	» Access to unemployment insurance and workers’ 
compensation

•	 If not, does the company apply its policies to contract workers in 
order to bridge this gap? 

•	 How does the company know if non-employed workers associated 
with the organization are vulnerable to extreme weather, such as 
heat waves?  What measures does the company have in place to 
address these types of impacts?

•	 Do contract workers have the same opportunities to organize as the 
company’semployees? 

•	 Does the company or a supplier have a deliberate strategy to use 
contract laborers in order to limit union organization? 

•	 Does the company use paid or unpaid interns? 
•	 Can the primary beneficiary of the internship be considered to be 

the intern? Or is it rather is it the company?

*Moreover, some examples listed below are proposals for mitigating 
actions that have come from data science and engineering research 
institutes.

•	 Since 2015 Microsoft has required that its vendors 
provide contract employees with at least 15 days 
of paid holiday and sick leave and since 2018, paid 
family leave.

•	 In India, Swiggy and Zomato (two food delivery 
services), have taken steps to address the extreme 
heat to which their workers are increasingly exposed 
and which is increasingly compromising worker 
health, as well as the service delivery times.  For 
example, Swiggy has set up 900 “recharge zones” 
and Zomato has 450 “rest points” where food 
delivery workers can rest, use the washrooms, and 
drink water.

•	 getTOD, a South African platform for tradespeople 
such as electricians and plumbers, has gained 
recognition for its commitment to fair labor practices, 
including by ensuring workers earn at least a living 
wage,

•	 We Pay Our Interns is an organization of NGOs 
in Geneva who “joined forces on the common 
understanding that promoting human rights 
worldwide must first be applied to basic human 
rights in their own structures” and committed to 
promoting a basic pay (stipend) for their interns.

MITIGATION EXAMPLES:

RED FLAGS IN THE COST STRUCTURE 
AND THE REVENUE MODEL

https://www.dol.gov/agencies/whd/fact-sheets/71-flsa-internships
https://www.dol.gov/agencies/whd/fact-sheets/71-flsa-internships
https://blogs.microsoft.com/on-the-issues/2015/03/26/paid-time-off-matters-ensuring-minimum-standards-for-the-people-at-our-suppliers/
https://blogs.microsoft.com/on-the-issues/2015/03/26/paid-time-off-matters-ensuring-minimum-standards-for-the-people-at-our-suppliers/
https://www.cnbc.com/2018/08/30/microsoft-will-require-partners-suppliers-to-offer-paid-family-leave.html
https://www.cnbc.com/2018/08/30/microsoft-will-require-partners-suppliers-to-offer-paid-family-leave.html
https://www.telegraphindia.com/business/food-delivery-e-commerce-platforms-zomato-swiggy-blinkit-and-flipkart-unite-to-protect-their-delivery-partners-from-heatwave/cid/2024807
https://www.telegraphindia.com/business/food-delivery-e-commerce-platforms-zomato-swiggy-blinkit-and-flipkart-unite-to-protect-their-delivery-partners-from-heatwave/cid/2024807
https://fair.work/en/ratings/platforms/south-africa-gettod/
https://wepayourinterns.org/
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•	 A “groundbreaking” 2019 agreement between Hermes Parcelnet (now Evri) and the GMB union was notable as the UK’s first deal 
offering gig economy couriers a new “Self-Employed Plus” (SE+) status, combining self-employment flexibility with guaranteed pay, 
holiday entitlement, and union representation. It set a precedent for improving worker protections without fully reclassifying gig 
workers as employees. Building on this, Hermes introduced pension auto-enrollment for SE+ couriers by the end of 2022 and added 
maternity and paternity leave benefits starting March 2022. In March 2021, the company also raised courier pay rates and introduced 
additional service incentives. 

•	 Some transformations have occurred as a result of legal pressure. For example in Spain, following fines amounting to €205 million 
for using a false self-employment structure, delivery company Glovo officially announced that all 20,000 of its riders in Spain will 
transition to employee status from July 1, 2025, abandoning the self-employed model entirely. 

ALTERNATIVE MODELS:

RED FLAGS IN THE COST STRUCTURE 
AND THE REVENUE MODEL

On gig workers
•	 Fairwork is a website that articulates fair work principles, rates and ranks the working conditions of digital platforms, and produces 

publications on types and locations of gig work. 
•	 Human Rights Watch (2025), “The Gig Trap”. This report explores how major digital labor platforms in the U.S. misclassify gig workers 

as independent contractors, thereby denying them essential labor rights.
•	 World Bank Group (2023) Working Without Boarders: The Promise and Peril of Online Gig Work
•	 ILO (2024) Expansion of the Gig and Platform Economy in India: Opportunities for Employer and Business Member Organizations	
•	 Business and Human Rights Resource Centre’s Gig Economy Portal
•	 Business and Human Rights Resource Centre (2019), “The Future of Work: Litigating Labour Relationships in the Gig Economy”, 

Corporate Legal Accountability Annual Briefing 2019: Briefing focuses on the “misclassification of workers as ‘independent 
contractors’ in the gig economy – and the resulting erosion of labour rights.”

•	 Gig Workers Collective (a non-profit organization of gig worker activists).
•	 Prosus (2024) Livelihoods in a Digital World: A brief for good work in the digital economy

OTHER TOOLS AND RESOURCES:

https://www.bbc.com/news/business-47110934
https://www.gmb.org.uk/news/gmb-and-hermes-agree-further-benefits-self-employed-plus-couriers
https://www.france24.com/en/live-news/20241202-delivery-firm-glovo-riders-in-spain-to-become-employees-1
https://www.lavanguardia.com/mediterranean/20241202/10162894/glovo-announces-change-labor-model-start-operating-fleets-salaried-rider-just-eat-spain-delivery-platform-economy-worker.html
https://fair.work/en/fw/about/
https://www.hrw.org/report/2025/05/12/gig-trap/algorithmic-wage-and-labor-exploitation-platform-work-us
https://openknowledge.worldbank.org/entities/publication/ebc4a7e2-85c6-467b-8713-e2d77e954c6c
https://www.ilo.org/publications/expansion-gig-and-platform-economy-india-opportunities-employer-and
https://www.ilo.org/publications/expansion-gig-and-platform-economy-india-opportunities-employer-and
https://www.business-humanrights.org/sites/default/files/documents/CLA%20Annual%20Briefing-FINAL.pdf
https://www.coworker.org/partnerships/gig-workers-collective
https://www.prosus.com/~/media/Files/P/prosus-corp-v2/documents/livelihoods-in-a-digital-world.pdf
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employment arrangements

This resource is part of Shift’s collection of Business Model Red Flags, developed as part of the Valuing Respect Project and generously funded by Ministry of Foreign Affairs 

On gig workers and climate change 
•	 Lu, S et al. (2024) “When Gig Work Meets Extreme Weather”, Harvard Business Review.
•	 Vu, A.N. and D.L. Nguyen (2024) “The gig economy: The precariat in a climate precarious world” World Development Perspectives, 

Vol. 34.
•	 TGPWU & Heatwatch (2024), Impact of Extreme Heat on Gig Workers: A Survey Report details the heat-related issues facing 

Hyderabad’s gig workers as well as proposed recommendations for addressing these issues.

On internships
•	 Fair Internship Initiative 

On contract workers
•	 Shift/Mondiaal’s “Respecting Trade Union Rights in Global Value Chains: Practical Approaches for Business” (2019) contains 

diagnostic questions on outsourcing and contract Labor.

OTHER TOOLS AND RESOURCES:

RED FLAGS IN THE COST STRUCTURE 
AND THE REVENUE MODEL

Citation of research papers and other resources does not constitute an endorsement by Shift of their conclusions.

https://hbr.org/2024/11/when-gig-work-meets-extreme-weather?utm_source=chatgpt.com
https://www.sciencedirect.com/science/article/pii/S245229292400033X?utm_source=chatgpt.com
https://tgpwu.org/2024/08/17/impact-of-extreme-heat-on-gig-workers-a-survey-report/#:~:text=Around%2052%25%20of%20the%20surveyed,cramps%20and%20related%20symptoms%20worse.
https://fairinternshipinitiative.wordpress.com
https://www.shiftproject.org/resources/publications/tradeunions/

