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Empowering the Modern Worker

Thank you Chairman Mackenzie, Ranking Member Omar, and Members of the Subcommittee on
Workforce Protections for this opportunity to testify today on the important subject of empowering the
modern worker. My name is Laura Padin, and | am the Director of Work Structures at the National
Employment Law Project (NELP), a non-profit organization dedicated to building a good-jobs economy—
one rooted in worker power, racial and economic justice, and the fundamental belief that every job should
be a good job. We promote policies and programs that create good jobs, facilitate upward mobility,
strengthen the enforcement of hard-won worker rights, and help unemployed workers regain their
economic footing through improved benefits and services.

| am here today not only as a national expert on transforming low-quality, precarious jobs into good ones—
but in deep solidarity with workers like Nicole Moore, President of Rideshare Drivers United, a longtime
rideshare driver and a leader who is building worker power and demanding that Congress put real
penalties in place for corporations that misclassify workers.

These are Nicole’s words:

[In] the U.S. most notably Lyft and Uber, have called all of us drivers “Independent Contractors”
since the very beginning. And they’ve sold many on this idea: we’re our own bosses, we work
when we want to, less red tape for all—viva la 1099!

But we really aren’t independent. There is SO LITTLE we control. Yes, we can work when we
want, and choose not to accept some rides, but the algorithms behind these apps are basically
21st century robot bosses: they determine how much we earn, if we earn at all, and really, when
we can earn. Those same algorithms can even fire us, and we don’t have the right to an
explanation or the opportunity to defend ourselves to the algorithms that fire us.

Nicole’s experience reflects a widespread reality across the modern economy. Misclassification strips
workers of rights, safety nets, and basic dignity. That’'s why we are a part of this movement fighting to
ensure that every job provides the protections, stability, and voice workers need to thrive.

We know what empowers working people:
e Livable wages and stable and predictable work schedules, so people can pay their bills and know
what they will earn week to week;

e Paid time off, including vacation, sick leave, and family and medical leave, so that working people
can have a life outside of their job, and don’t have to choose between caring for themselves and
their families or paying the bills;

e Meaningful benefits, like unemployment insurance, health insurance, and Social Security and
other retirement benefits, so that working people can weather life’s ups and downs and spend their
golden years enjoying family and hobbies; and

e Avoice in their workplace and the right to unionize, so people can contribute meaningfully to their
workplace and improve working conditions collectively.

For decades, corporations have misclassified their workers as independent contractors as a way to drive
down labor costs and deny working people the core attributes of a good job—a living wage, conditions and
protections that promote safety and health, a stable and predictable schedule, paid time off, meaningful
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benefits, and a voice in their workplace. These core attributes are the very conditions that empower
workers and are essential to a good-jobs economy.

Often these corporations impose take-it-or-leave-it contracts on their workers attesting to their
“independent contractor,” “freelancer,” or “self-employed” status, even though the corporation sets or
controls most conditions of the work, and these workers are performing work that is central to the
corporation’s operations.

True independent contractors, by contrast, are in business for themselves. As such, they make the
important decisions about how to run their business. They determine what goods or services to sell and at
what prices, how to market them to customers, and make capital investments to grow their business. At
NELP, we support policies that ensure these small business owners are treated fairly, such as the
Freelance Isn’t Free Act in New York City.

When corporations misclassify employees as independent contractors, they depress wages and working
conditions and shed responsibility for their workers while maintaining control over key decisions—such as
where, how, and for how much money workers perform their jobs. This sham practice harms workers by
stripping them of rights and protections, exposing them to greater financial and physical risk, and denying
them stability and a voice on the job. It undermines a good-jobs economy and enables corporations to shift
the risks and costs of the business onto their workers, while channeling wealth to investors and CEOs. It
also creates unfair competition for good-job employers that do the right thing by paying payroll taxes and
other insurance, like workers’ compensation.

My testimony today highlights (1) the scope of misclassification and how it harms working people and law-
abiding employers; (2) how corporations are using emerging technologies, such as digital labor platforms
or “apps,” to mask corporate control and enable misclassification and other types of worker exploitation;
and (3) the sham “portable benefits” programs proposed by corporations in response to app-based
workers’ demands for better wages and working conditions. | will then discuss which policies Congress
should support because they empower workers and which policies should be rejected because they
legitimize sham “portable benefits” schemes or enable misclassification.

Independent Contractor Misclassification Degrades Working Conditions
and Enables Tax Fraud and Unfair Competition.

When corporations misclassify workers, they exclude them from all employment rights and benefits,
including the right to minimum wage and overtime, the right to a healthy and safe workplace, the right to
unionize to improve working conditions, and even the right to a paystub that explains their pay and
deductions. At the same time, these corporations shirk their responsibilities to pay into social insurance
funds, excluding workers from critical state social insurance programs like unemployment insurance and
workers’ compensation and forcing workers to shoulder both the employer and employee shares of payroll
taxes that fund Social Security and Medicare.

As a result, the earnings of many independent contractors lag behind the earnings of employees in the
same occupations.’ Research has found that some of these so-called “independent contractors” even

make less than the minimum wage for the localities in which they live.

e A study by the New School that analyzed the incomes of independent contractors in 11 low-paying
industries—including construction, transportation, and retail industries—in New York found that
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these independent contractors are paid half to two-thirds of what employees receive in the same
industries.?

e A study of tax filings of employees and independent contractors in DC from 2010 to 2018 found
that a majority of independent contractors (about 60 percent) earn under $22,000 per year. Some
of the most common occupations for independent contractors in this income range are janitors,
drivers, and hairstylists.®

e A study by the University of California-Berkeley found that California construction workers
misclassified as independent contractors suffered a 33 percent wage penalty relative to their
employee counterparts.*

e A national study of digital labor platform workers found that one in seven earned less than the
federal hourly minimum wage, and 30 percent of digital platform workers received a Supplemental
Nutrition Assistance Program benefit, compared to 15 percent of employees in comparable
service-sector jobs.®

For many independent contractors, their poverty-level incomes, coupled with their exclusion from
employment-related social insurance programs like unemployment insurance and employment-related
benefits like paid leave, health insurance, and workers’ compensation, means that their lives are incredibly
precarious; they live paycheck to paycheck, one accident or illness away from financial disaster, and
without the means to take a break from work or retire.

Such low earnings also raise serious questions about whether these workers are truly running their own
independent businesses and are lawfully excluded from minimum wage, overtime and other wage-and-
hour protections. With up to 95 percent of workers who claim to be misclassified found to be employees
after investigation, millions of workers are likely suffering poverty wages and degraded working conditions
in part because they are improperly classified as independent contractors.®

Misclassification is a persistent problem in many occupations where the work is underpaid, dangerous,
and labor intensive, including home care, janitorial work, trucking, delivery, construction, personal services,
hospitality, and in most app-dispatched jobs. It is ho coincidence that Black, immigrant, and other workers
of color—who face discrimination and occupational segregation that limits their job opportunities---are
overrepresented in these jobs. As a group, workers of color are overrepresented in construction, trucking,
delivery, home care, agricultural, personal care, ridehail, and janitorial and building service occupations by
over 40 percent; they comprise just over a third of workers overall, but between 47 and 91 percent of
workers in these occupations. Because it causes the significant wage and benefit penalties noted above,
misclassification exacerbates racialized income and wealth inequities in the U.S.

Misclassification of employees as independent contractors also causes negative ripple effects in the
community. Cheating businesses make it more difficult for law-abiding businesses to compete, especially
in the labor-intensive and bid-based jobs named above: construction, janitorial, home care, delivery, and
others. The practice, as the United States Treasury Inspector General found, “plac[es] honest employers
and businesses at a competitive disadvantage.”” Businesses that misclassify their employees pocket
between 20 to 40 percent of payroll costs they would otherwise incur for unemployment insurance,
workers’ compensation premiums, the employer share of Social Security, and health insurance premiums.8
They pressure their competition to shed labor costs, creating a “race to the bottom” where firms try to
remain competitive by following suit. A 2010 study estimated that misclassifying employers shift $831.4

EMPOWERING THE MODERN WORKER | MAY 2025 3



million in unemployment insurance taxes and $2.54 billion in workers’ compensation premiums to law-
abiding businesses annually.® Over time, fewer honest businesses can compete.

Misclassifying employers also cost federal and state governments billions of dollars per year in unreported
payroll taxes and unemployment insurance contributions.’® A 2009 report by the Government
Accountability Office estimated that independent contractor misclassification cost federal revenues $2.72
billion in 2006."" Additionally, the Treasury Inspector General for Tax Administration estimates that
misclassification contributed to a $54 billion underreporting of employment tax and losses of $15 billion in
unpaid FICA taxes and Ul taxes.'? State-level task forces, commissions, and research teams have used
agency audits and unemployment insurance and workers’ compensation data to document the huge
impact of independent contractor misclassification. In just one recent example, Pennsylvania’s Joint Task
Force estimated that the state lost up to $124 million in general revenues due to misclassification, with
nearly 400,000 misclassified employees deprived of workplace protections in that state alone.'

Corporations use Technology to Mask Control and Enable Misclassification.

This hearing is about empowering the modern worker, so I'd like to spend some time on the challenges
workers today are facing.

In the last decade or so, corporations have increasingly been using technology to automate supervision
and make invisible the various ways they set and control the conditions of work, even as they disclaim
responsibility as an employer and deny working people their rights by classifying them as independent
contractors. Uber, Lyft, DoorDash, and Amazon, for example, use digital labor platforms (otherwise known
as “apps”) and algorithms to offer shifts or assignments to the workers performing ridehail and delivery
services for these corporations, set the wages these workers receive, surveil and assess their
performance, and “deactivate” them—industry-speak for suspension or firing—if they don’t meet
standards.

These corporations argue that their app-based workers are independent contractors because they have
the flexibility to choose their assignments or shifts on the app.'* But flexibility is not incompatible with
employment. In fact, many app-based corporations tout flexibility as a perk for their corporate
employees."’®

Moreover the “flexibility” touted by app-based corporations is limited by behavioral nudges that influence
workers’ behavior, including when or how much they work.'® Ridehail and delivery corporations use
gamification techniques and reward systems to prompt workers into staying on the app for longer periods
of time and to accepting more or particular jobs."” As one ridehail driver put it, “It's like gambling! The
house always wins... This is why they give tools and remove tools — so you accept every ride, even if it is
costing you money. You always think you are going to hit the jackpot. If you get 2-3 of these good rides,
those are the screenshots that people share in the months ahead. Those are the receipts they will show."'®

Not all businesses that use digital labor platforms take the low road, however. Some businesses now use
app-based platforms to offer their employees shifts and enable their employees to have flexible
scheduling. Gale Health, a nursing staffing agency, connects nurses with healthcare facilities in need of
clinical support through an online platform, which allows nurses “to log in and book work within seconds of
a shift becoming available.”’® Because the nurses are Gale Health’s employees, they maintain a floor of
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labor protections. Similarly, Schnucks, a major grocery chain in the Midwest, negotiated a union contract
with app-based flexible scheduling. Employees can use the Schnucks scheduling app to view and claim
open shifts across all stores, allowing them to “mix and max shifts and store locations that best fit their
personal schedules.”?°

App-based workers classified by their employers as independent contractors are, in many ways, the
canaries in the coal mine. Corporations use digital labor platforms to experiment with technologies that can
surveil and extract more and more out of working people, as both workers and consumers.?' These
corporations collect large quantities of data on both workers and consumers and use the data to engage in
what they call “dynamic pricing”—fluctuating pricing and wages in real time based on demand, time of day,
and other factors invisible to workers and consumers. These dynamic pricing algorithms, according to a
recent Human Rights Watch report, generate arbitrary pay fluctuations, confuse workers about their true
earnings, and ultimately depress wages for a large portion of the workforce.??

This data also gives corporations the capacity to set individualized wages based on workers’ personal
characteristics and behavior, what Professor Veena Dubal has called “algorithmic wage discrimination.”23
As Uber's CEO admitted in a recent earnings call, Uber is offering “different trips to different drivers based
on their preferences or based on behavioral patterns” and “offering the right trip at the right price to the
right driver.”2* Some corporations are also setting individualized prices based on consumers' data, what is
sometimes called “surveillance price setting.“?® These individualized wage and price-setting practices allow
“corporations to identify an individual‘s ‘pain point‘--the maximum price a consumer will pay or the
minimum wage a worker will accept.”?® The practices likely have significant disparate impacts based on
race, gender, ethnicity, and other protected classes.

Although digital labor platform technologies are relatively
new, the worker exploitation they enable is not.

Although digital labor platform technologies are relatively new, the worker exploitation they enable is not.
Studies have shown that, like many other so-called independent contractors, digital labor platform workers’
earnings are shockingly low. They often make less than the minimum wage for the locality in which they
live, after accounting for their substantial work expenses including gas and vehicle wear and tear.

e A 2023 study of app-based ridehail and delivery workers’ earnings in five metro areas—Boston,
Chicago, Los Angeles, San Francisco and Seattle—found that, after accounting for expenses and
excluding tips, ridehail drivers’ median hourly earnings were $7.12 in California and $10.64 in the
three metros outside of California. Delivery workers fared even worse; their median hourly
earnings (accounting for expenses and excluding tips) was $5.93 in California and just 48 cents in
the other metro areas. Including tips, delivery workers averaged $13.62 per hour in California and
$9.87 per hour in the other metro areas. All of these median earnings are below the minimum
wage for the five localities studied.?’

e A survey published in 2025 of over 100 digital labor platform workers in Texas found that their
median wage after deducting work-related expenses and nonwage benefits was $5.12 per hour—
30 percent less than the federal minimum wage and roughly 70 percent below the living wage
required for single adults with no dependents in the state.?8
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And, despite the fact that ridehail and delivery work is associated with significant health and safety risks,?°
these workers are excluded from the paid leave, comprehensive health insurance, and workers’
compensation coverage that app-based corporations offer their corporate employees.

Like other types of labor-intensive, underpaid, and misclassification-prone occupations, workers of color
are overrepresented in digital labor platform work.3° Digital labor platform work is creating a second-class
worker status of predominantly people of color who are shut out of the rights and protections employees
are entitled to.%’

The practice of using digital labor platforms to hire and supervise workers classified as independent
contractors is spreading to other industries and occupations, threatening to degrade work quality for
millions more working people. Temp staffing agencies are using platforms to hire and assign temp workers
to shifts at client companies—such as dishwashing at restaurants—and classifying these workers as
independent contractors.32 Nursing apps place "gig” nurses at healthcare facilities with no onboarding or
training and encourage the nurses to bid against each other for shifts, degrading work quality and
endangering the safety and well-being of both healthcare providers and patients.33

Corporations are Devising Fake ‘Portable Benefits’ Programs as a Solution
to a Problem That They Created.

Across the country, app-based ridehail and delivery workers are busting the corporate myths about
freedom and flexibility and organizing to demand better pay and working conditions.®* They have won
important rights and protections in several states and localities, such as Colorado, Minnesota, New York,
and Washington State, including minimum pay standards, deactivation protections, the right to
unemployment insurance, and real transparency about the terms and conditions of their work.3®

Responding to these worker demands, app-based corporations are offering stingy, second-rate stipends or
savings accounts for app-based workers and calling them “portable benefits.”3® In 2024, DoorDash
implemented what it calls a “portable benefits savings pilot” program in Pennsylvania for its app-based
delivery workers.3” The program is simply a savings account DoorDash sets up for eligible delivery
workers, but is being promoted as an innovative way to provide delivery workers with benefits—such as
health insurance and paid time off—that they need.38 The program is rife with problems, including:

e DoorDash contributes a meager 4 percent of delivery workers’ pre-tip earnings to workers’ savings
accounts. According to DoorDash, that 4 percent contribution resulted in, on average, only $31 per
month in each worker’s account during a three-month period in 2024.3° $31 per month is not a
meaningful contribution to costly emergencies, such as sickness or disability, that true benefits are
intended to cover.

e Asdiscussed above, app-based delivery workers earn poverty wages, which makes saving their
own money in a so-called portable benefits account nearly impossible. DoorDash’s report on the
Pennsylvania program confirms this; with 4,400 workers enrolled in the program, individual
contributions totaled $27,194—an average total contribution of $6 per worker to his or her savings
account.“°
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e Savings accounts are no substitute for insurance-based benefits that employers fund. Insurance-
based portable benefits systems, such as unemployment insurance, Social Security Disability
insurance and Medicare, and other insurance-based benefits, such as workers’ compensation and
employer-provided health insurance, pool risk. These insurance programs provide funds that help
working people weather emergencies—such as loss of employment or serious injury or illness—
that would otherwise be financially catastrophic. Insurance-based benefits are especially critical to
DoorDash delivery workers because of the significant health and safety risks, such as vehicle
accidents, that make delivery work among the most dangerous in the country.!

Instead of legitimizing these fake “portable benefits” schemes, policymakers should strengthen existing
portable benefits social insurance programs, such as Social Security and unemployment insurance, by
increasing benefits and reducing barriers to eligibility.

Policymakers can also promote other real models for portable benefits. Many workers in occupations
where the work is comprised of serial “gigs”—such as writers, construction workers, and actors—enjoy
union-negotiated portable benefits plans. These plans allow workers to accrue benefits during each “gig”
worked, with each employer pooling contributions (“multiemployer plans”). The Producers-Writers Guild of
America Pension & Health Plan, for example, is a multiemployer plan that covers writers working for over
100 producing companies represented by the Alliance of Motion Picture and Television Produces Inc.
Participating companies contribute at least 11.25 percent of workers’ gross compensation to the pension
plan and at least 11.5 percent of gross compensation to the health fund that provides health insurance
benefits.*?

Congress Should not Legitimize Fake ‘Portable Benefits’ Programs and
Other Policies That Make it Easier to Deny Working People Rights and
Protections.

App-based corporations are lobbying state legislatures and Congress for legislation that would legitimize
their fake “portable benefits” schemes in lieu of employment-based portable benefits that already exist.
Congress should reject these proposals, as well as others that would make it easier for corporations to
classify workers as independent contractors and deny them rights and protections at work. These
proposals include:

e Providing government funding or other support for savings accounts and stipends dressed up as
“portable benefits” programs. Congress should instead support portable benefits programs that offer
universal accessibility, equitable coverage, easy access, meaningful benefits, employer or pooled
funding, true portability, worker representation in the design of the programs, and strict fiduciary
duties to participants.*?

e Limiting the factors that can be considered evidence of an employment relationship, such as a
corporation’s provision of benefits to workers classified as independent contractors. The provision
of benefits is relevant to whether there is an employment relationship, particularly where the benefits
are a part of a corporate structure designed to incentivize and control workers. Uber, for example,
rewards food delivery drivers that maintain a high rating with benefits-like perks, including discounts
on dental and vision care.** Efforts to ban consideration of relevant evidence unfairly tip the scales
by presenting a lopsided picture of the relationship and whether a worker is truly in business for
themself.
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e Changing employment classification tests to make it easier for corporations to classify workers in
underpaid and labor-intensive jobs as independent contractors, which further degrades their working
conditions.

Congress Should Support Policies That Improve Working Conditions,
Empower Working People and Hold Corporations Accountable for the
Working Conditions They Control.

Congress should support policies that improve work quality, empower working people, and hold
corporations accountable for the working conditions they control and benefit from. These policies include:

e Upholding and enforcing the 2024 US Department of Labor’s independent contractor rule, a common
sense approach to ensuring all people who work for someone else are covered by the Fair Labor
Standards Act’s minimum wage and overtime protections;

e Funding federal agency enforcement so that agencies have the capacity to hold accountable
corporations that exploit workers and engage in unfair competition;

e Raising the federal minimum wage to a livable wage and indexing future raises to median wage
growth;

e Passing laws ensuring all working people have the right to paid vacation, sick, and family and
medical leave, and making accrued leave portable so that it follows workers from job to job;

e Passing the PRO Act so that all working people who want to join a union can do so without employer
retaliation;

e Requiring transparency from app-based corporations and others that are using technology to surveil
and supervise workers about the terms and conditions of the work, including pay and the
corporation’s cut of each consumer transaction, as well as how workers’ data is collected and used,
and placing guardrails on how that data is used;

e Adequately funding our existing portable benefits insurance programs, such as Social Security and
unemployment insurance;

e Promoting union-negotiated multi-employer benefits plans for workers that work “gigs,” and

e Banning forced arbitration in all employment and other work contracts because arbitration clauses
create nearly insurmountable barriers to workers seeking to remedy workplace violations and enable
systemic corporate practices (such as misclassification and algorithmic wage-setting) that exploit
workers.

We remain inspired by workers across the country who are building power and organizing for what they
deserve. Nicole’s story reminds us that behind every algorithm and corporate talking point are real
people—parents, caregivers, community members—doing essential work and urgently in need of full
benefits and protections. When corporations use technology to mask control and evade responsibility, it's
not innovation—it’s exploitation. Misclassification isn’t just a legal loophole; it's a deliberate strategy to strip
workers of their rights, protections, and power. Congress must not legitimize this second-tier status.
Instead, it must stand in solidarity with NELP and with worker leaders like Nicole, and invest in a good-jobs
economy, where every job is a good job, rooted in dignity, safety, equity, and respect.
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About NELP

Founded in 1969, the National Employment Law Project (NELP) is a nonprofit advocacy organization
dedicated to building a just and inclusive economy where all workers have expansive rights and thrive in
good jobs. Together with local, state, and national partners, NELP advances its mission through
transformative legal and policy solutions, research, capacity-building, and communications. NELP is the
leading national nonprofit working at the federal, state, and local levels to create a good-jobs economy.
Learn more at www.nelp.org.
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