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Prevention vs. Correction: The Real
Cost of Getting It Wrong

Why investing in compliance now saves millions later

Executive Summary

Misclassifying contractors may feel like a cost-saving strategy — until it explodes.
What starts as a lean labor decision can spiral into back taxes, lawsuits, fines, and
brand damage. CFOs must run the math: What does proper classification cost vs.
what does correction cost after a government audit?

The Real-World Numbers

Back Taxes & Social Charges

Governments will demand:

Income tax withholdings

Social security & disability

Pension contributions

Interest and penalties on all of the above

In France, employer social costs can reach 54%. For an €80,000 contractor, a single year's
exposure can exceed €120,000.

Retroactive Benefits

Misclassified contractors may be entitled to:
Health coverage
Paid leave and overtime
Stock options and bonuses

Retirement contributions

Microsoft paid $97 million to settle contractor benefit claims.
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Class Action Lawsuits

One misclassified worker can become hundreds.

FedEx: $240M settlement with drivers
Uber: $100M to New Jersey
Nike: $530M in uncovered exposure

Operational Sanctions

Contractor bans

Stop-work orders

Restrictions on government contracts
Future hiring freezes in affected jurisdictions

Reputational Fallout

Regulatory blacklists and public “naming and shaming”
Press headlines that damage investor and customer confidence
Talent loss due to bad employer brand

The Prevention Payoff

EOR services: ~10-20% of salary
Contractor compliance tools: <$50K annually
Internal reviews and legal guidance: predictable, controllable

Compare that to multi-million dollar, unplanned corrective costs.

Final Word

CFOs know how to manage risk — and this one is glaring. Every unclassified
contractor is a liability waiting for an invoice. Invest in the audit. Build the systems.
The math is on your side.
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