
HOW MISCLASSIFICATION 
SHORTCHANGES WOMEN 
WORKERS

By Cassandra Gomez, Janelle Jones, and John Schmitt               September 30, 2026



THE 75 MILLION CAMPAIGN      HOW MISCLASSIFICATION SHORTCHANGES WOMEN WORKERS 	 1

Introduction
Under federal, state, and local laws, workers throughout the United States have a number of foun-

dational legal rights that create significant protections in the workplace, including minimum wage, 

overtime, and paid sick leave. However, the vast majority of these laws only protect workers who are 

labeled as “employees,” and leave out workers who are labeled as “independent contractors.” When 

workers are improperly labeled as independent contractors, they miss out on many key protections, 

leading to significant real costs to workers.

In principle, existing law seeks to protect workers against this misclassification of their legal status. 

Because the employment law landscape is much less protective of independent contractors than 

employees, many corporations and employers purposely misclassify their workers in order to shirk 

their responsibilities and bolster their bottom line. For example, because employers do not pay payroll 

taxes or the cost of social insurance programs that are funded through payroll contributions (such 

as workers’ compensation) for independent contractors as they do for employees, misclassifying 

workers can significantly reduce employers’ payroll costs.1 Instead, these costs are often directly 

shifted onto misclassified workers, such as in the case of Social Security and Medicare contributions.2 

Misclassified workers also bear indirect costs in the workplace as they lack access to a number of 

workplace standards and protections that employees benefit from, such as paid sick leave and over-

time.3 This gap between what employers must pay if they hire a worker as an employee and what they 

must pay if they hire that same worker as an independent contractor gives firms a significant incentive 

to declare that a worker is an independent contractor, rather than an employee.

The practice of mislabeling an employee as an independent contractor is known as “misclassification,” 

and it is on the rise across industries.4 While no official statistics exist on the number of employees 

misclassified as independent contractors, an analysis by the Bureau of Labor Statistics of 2023 data 

from the Contingent Work Supplement of the Census Bureau’s Current Population Survey found that 

11.9 million workers were employed as independent contractors, up from 10.6 million in May 2017.5 

The Bureau of Labor Statistics, however, did not estimate the share of these workers who were incor-

rectly classified as independent contractors. Though some workers can lawfully be categorized as 

independent contractors, as alternative work arrangements become increasingly present throughout 

different sectors of the economy, it is important to monitor the impact on workers, many of whom may 

be suffering from misclassification.6 

An earlier review of the available research by the National Employment Law Project concludes that 

studies at the state and national level found “that 10 to 30 percent of employers (or more) misclassify 

their employees as independent contractors, which indicates that several million workers nationally 

may be misclassified.”7 
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This report analyzes publicly available data for ten occupation groups that have both large shares of 

women workers and are among those that researchers have identified as particularly vulnerable to 

the misclassification of employees as independent contractors. We document the range of potential 

direct costs to misclassified women workers in these occupations. We also note, but don’t estimate, 

the indirect costs of misclassification—in the form of downward pressure on wages—for women 

working as employees in these same occupations where misclassification is widespread.

MISCLASSIFICATION COSTS WOMEN
While misclassification is an insidious issue for all workers, this paper will explore its impact on 

women in particular. Women, especially women of color and immigrants, are heavily represented in 

occupations where misclassification is common. Several occupations where women are overrepre-

sented are rife with misclassification. For example, in 2021, the Wage and Hour Division of the U.S. 

Department of Labor launched a compliance initiative focused on residential care, nursing facilities, 

home health services and other care-focused industry employers—sectors where women compose 

upwards of 80 percent of workers.8 In its first year, the initiative found violations in 80 percent of the 

more than 1,600 investigations that it conducted, with the misclassification of workers being among 

the most common violations cited.9 Further, many low-wage industries—where women may also 

be especially prevalent—are more impacted by worker misclassification. A New York State study 

found that over the past decade, women outpaced men in their growth in low-paid independent 

contractor roles.10 

As a result, millions of women work in occupations and industries where the legal misclassification 

of employees as independent contractors is widespread. The women performing these jobs as 

independent contractors are ineligible for employer-provided benefits (such as health insurance and 

retirement plans), are not covered by any federal, state, or local paid or unpaid family and medical 

leave or sick leave laws,11 are not eligible for unemployment insurance or workers compensation, and 

are prohibited from forming or joining a union.12 

Findings 
Investigations by federal, state, and local government agencies, academic researchers, and 

worker advocacy organizations have identified a set of occupations where workers are particularly 

vulnerable to misclassification. In this section, we use a selection of these occupations that have 

large shares of women workers to provide a profile of the women who work in these occupations.13 

In the next section, we will estimate the potential costs of misclassification to women working in 

these occupations.
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The occupations we focus on are: 

	y Home aides;

	y Childcare providers;

	y Hair, nail, skin technicians;

	y Massage therapists;

	y House cleaners;

	y Janitors;

	y Retail sales;

	y Customer service and call centers;

	y Bookkeeping, virtual assistants; and

	y Restaurant servers.

WOMEN WORKERS AT RISK
Table 1 lists the ten occupations we focus on here and provides basic demographic information about 

each. Women make up between 36.0 percent and 93.3 percent of workers in the occupations we 

analyze. In all but one of these occupations (Janitors), women are more heavily represented than is 

the case in the rest of the economy (45.0 percent).

TABLE 1

Women workers, especially women of color, are at higher risk of 
being misclassified

OCCUPATION

WOMEN’S  
SHARE OF TOTAL 

EMPLOYMENT

SHARE OF WOMEN BY RACE/ETHNICITY (%)

WHITE BLACK HISPANIC ASIAN OTHER

Home aides 82.2% 38.9% 25.7% 20.6% 9.2% 5.7%

Childcare providers 93.3% 53.1% 14.2% 22.3% 4.1% 6.3%

Hair, nail, skin technicians 89.8% 54.4% 8.8% 13.5% 19.0% 4.4%

Massage therapists 79.8% 66.5% 7.0% 8.6% 10.9% 7.0%

House cleaners 87.1% 31.1% 12.6% 46.1% 3.9% 6.3%

Janitors 36.0% 40.4% 13.3% 37.6% 3.1% 5.6%

Retail sales 47.6% 60.2% 12.1% 15.9% 5.8% 6.0%

Customer service and call centers 65.7% 53.7% 20.8% 15.5% 4.2% 5.8%

Bookkeeping, virtual assistants 85.9% 71.1% 7.5% 11.0% 5.2% 5.2%

Restaurant servers 66.1% 63.2% 7.6% 16.0% 6.5% 6.6%

All Other 45.1% 61.9% 12.6% 12.8% 7.1% 5.5%

Source: Authors’ analysis of combined American Community Surveys for 2023 and 2024.
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Table 1 also shows the racial and ethnic composition of women working in each occupation. 

Compared to employment in the rest of the economy, Black women are over-represented in home 

aides, childcare providers, janitors, and customer service and call centers. Latina workers are 

over-represented in home aides, childcare providers, “Hair, nail, skin technicians,” janitors, house 

cleaners, direct sales, retail sales, customer service and call centers, and restaurant servers.

Immigrant women make up a large share of the workforce in these occupations, including 54.4 

percent of house cleaners, 41.1 percent of janitors, 32.5 percent of home aides, 29.1 percent of hair, 

nail, and skin technicians, and 24.0 percent of childcare providers (Table 2). 

TABLE 2

Immigrant women and women who are not citizens are at higher risk 
of being misclassified

OCCUPATION

WOMEN’S  
SHARE OF TOTAL 

EMPLOYMENT

SHARE OF WOMEN (%)

IMMIGRANT NOT A US CITIZEN

Home aides 82.2% 32.5% 13.6%

Childcare providers 93.3% 24.0% 13.5%

Hair, nail, skin technicians 89.8% 29.1% 10.2%

Massage therapists 79.8% 18.0% 7.4%

House cleaners 87.1% 54.4% 38.6%

Janitors 36.0% 41.1% 27.2%

Retail sales 47.6% 15.4% 6.4%

Customer service and call centers 65.7% 12.5% 4.8%

Bookkeeping, virtual assistants 85.9% 12.6% 3.8%

Restaurant servers 66.1% 14.6% 8.7%

All Other 45.1% 15.6% 6.3%

Source: Authors’ analysis of combined American Community Surveys for 2023 and 2024.

While women with all levels of formal education can be misclassified as independent contractors, 

workers with a high school degree or less are over-represented in occupations linked with high  

rates of misclassification (Table 3). Only about 3.5 percent of women working outside the ten 

high-misclassification occupations that are the focus here have less than a high school degree, but 

the rate is two to eight times higher for house cleaners (29.4 percent), janitors (23.8 percent), home 

aides (13.1 percent), child care providers (8.6 percent), restaurant servers (7.4 percent), and hair, nail, 

and skin technicians (7.1 percent).
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TABLE 3

Misclassification affects women at all levels of education,  
but especially those with a high school degree or less

OCCUPATION

WOMEN’S  
SHARE 

OF TOTAL 
EMPLOYMENT

SHARE OF WOMEN BY EDUCATION (%)

LESS THAN 
HIGH 

SCHOOL
HIGH 

SCHOOL
SOME 

COLLEGE COLLEGE ADVANCED

Home aides 82.2% 13.1% 48.5% 24.9% 10.4% 3.1%

Childcare providers 93.3% 8.6% 43.4% 29.0% 15.4% 3.7%

Hair, nail, skin technicians 89.8% 7.1% 55.2% 29.1% 7.2% 1.5%

Massage therapists 79.8% 2.4% 30.8% 42.2% 18.9% 5.7%

House cleaners 87.1% 29.4% 50.4% 13.5% 5.4% 1.3%

Janitors 36.0% 23.8% 53.1% 16.1% 5.5% 1.4%

Retail sales 47.6% 5.5% 42.8% 28.5% 18.9% 4.3%

Customer service and call centers 65.7% 3.0% 41.5% 32.1% 19.4% 4.0%

Bookkeeping, virtual assistants 85.9% 2.5% 38.9% 38.5% 16.4% 3.6%

Restaurant servers 66.1% 7.4% 45.7% 32.4% 12.6% 1.9%

All Other 45.1% 3.5% 25.6% 23.0% 28.2% 19.7%

Source: Authors’ analysis of combined American Community Surveys for 2023 and 2024..

THE COST OF MISCLASSIFICATION TO WORKERS
Employers’ principal motivation for misclassifying employees as independent contractors is the reduction 

in the direct and indirect costs associated with employee status, including paid time off, overtime pay, 

health insurance, retirement plans, and employers’ contributions to Social Security and Medicare. Workers 

who are misclassified as independent contractors rather than as employees are at risk of losing some or all 

of these forms of pay and benefits. In this section, we quantify the potential financial losses for the typical 

misclassified worker in ten occupations with high shares of women workers.

We use the case of home health and personal aides (“Home aides”) to illustrate how we have estimated 

the potential costs of misclassification (Table 4). According to the most recent publicly available govern-

ment data from the American Community Survey (ACS), the median hourly wage of “Home aides”  

(home health aides and personal care aides) was $15.29.14 This estimated median hourly wage typically 

includes any paid leave (vacations, holidays, sick days) and may also include any form of supplemental pay 

(overtime, shift differentials). For home aides, paid leave amounted to 5.8 percent of total compensation 

($1.07 per hour, at the median) and supplemental pay, to 4.0 percent ($0.74 at the median). 
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Employer-contributions to insurance (primarily health insurance) were 7.2 percent of total  

compensation, or $1.33 per hour over and above hourly pay. Employer contributions to retirement 

were 1.9 percent ($0.35) of total compensation. 

Finally, employer contributions to Social Security, Medicare, and other federal, state, and local 

government insurance programs including unemployment insurance and workers’ compensation 

accounted for 8.3 percent ($1.53) of total compensation.

TABLE 4

Total compensation for median wage earner: “Home aides”

Median real 2024 hourly wage

HOURLY VALUE ($) HOURLY RATE ($)
SHARE OF TOTAL 

COMPENSATION (%)

Median hourly wage 15.29

Base pay excluding paid leave, supplemental pay, 
and all benefits

13.48 13.48 72.9

Paid leave 1.07 14.55 5.8

Supplemental pay 0.74 15.29 4.0

Employer-contribution to insurance 1.33 16.62 7.2

Employer-contribution to retirement 0.35 16.97 1.9

Employer-contribution to Social Security, Medicare 1.53 18.51 8.3

Total 5.03 18.51 100.1

Notes: Paid leave includes vacation, holiday, sick pay, and related. Supplemental pay includes overtime and premium pay, shift differentials, and 
nonproduction bonuses. Social Security, Medicare also includes other legally required benefits. See data appendix for details.			 

Sources: Median hourly wage from authors’ analysis of the pooled 2023 and 2024 American Community Survey. Compensation distribution from 
authors’ analysis of the Bureau of Labor Statistics September 2025 Employer Costs for Employee Compensation Survey.

In total, the median home aide, who had wage earnings of $15.29 per hour, received a total compensation 

package of $18.51 per hour. The base pay—the wage excluding any paid leave, overtime, or other forms 

of supplemental pay—was $13.48 per hour. The difference between the base pay and the other elements 

of total compensation account for over one-quarter (27.1 percent) of compensation for home aides.

For home aides, the largest component of compensation outside of base pay is the employer  

contribution to Social Security, Medicare, unemployment insurance, and workers’ compensation  

(8.3 percent of total compensation). 

The loss of employer contributions to Social Security and Medicare—and the effective loss of  

access to unemployment insurance and workers’ compensation—are the biggest challenges  
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facing most misclassified workers. Workers hired as employees must pay 7.65 percent of their gross 

wages for Social Security (6.2 percent) and Medicare (1.45 percent); employers pay matching amounts 

for all employees, but importantly make no contribution for independent contractors.15 Workers 

hired as independent contractors are responsible for paying both the worker’s contribution and the 

employer’s contribution toward Social Security and Medicare—an additional burden that represents a 

reduction in total compensation of approximately seven percent.16

On the other hand, independent contractors do not pay employee or employer contributions toward 

unemployment insurance or workers compensation because, as independent contractors, they are not 

eligible for either program. However, the resulting relatively small savings17 on premiums owed must be 

weighed against the loss of publicly provided unemployment insurance and workers compensation, 

which are typically either not available through private providers or are prohibitively expensive, particu-

larly for workers in many of the occupations we focus on here.

For home aides, the next largest form of total compensation after employer contributions to various 

forms of social insurance is the employer payment toward private insurance, principally employ-

er-sponsored health insurance, which accounts for 7.2 percent of total compensation. Independent 

contractors are, by law, not eligible for employer-sponsored health plans and must seek other 

sources of health insurance or go without. Home aides also receive about 1.9 percent of their total 

compensation in the form of employer contributions toward retirement. 

Various forms of paid leave (vacations, holidays, and sick days—together about 5.8 percent of 

compensation) and supplemental pay (principally, overtime and shift differentials, about 4.0 percent 

of compensation) account for almost 10 percent of total compensation. While many of these 

payments are not legally mandated, a portion of these expenses are required by law for employees, 

but not for independent contractors.

These sources and sizes of the gap between home aides’ total compensation and their base pay provide 

a range of estimates for the cost to workers of independent contractor status. If home aides hired as 

independent contractors were to lose all forms of pay and benefits over and above their “base pay,”  

their hourly compensation would fall from $18.51 per hour to $13.48 per hour, a decline of 27.1 percent.  

If, instead, employers made independent contractors whole for the loss of paid leave and supplemental 

pay, workers would still face a 17.3 percent decline in compensation. Adding full employer reimburse-

ment for lost insurance and retirement contributions would reduce the compensation cut to a still 

substantial 8.3 percent. Even if employers replaced dollar-for-dollar the employee-level of total compen-

sation, by agreeing to cover the employer contribution to social insurance (Social Security, Medicare, 

unemployment insurance, and workers’ compensation) that rate would fall short of making independent 

contractors whole because independent contractors would no longer be eligible for federal and state 

unemployment insurance programs or the federal workers’ compensation program. Employers would 

actually need to increase total compensation relative to employee status in order to allow independent 

contractors to cover private unemployment and private injury and accident insurance, which would be 

more expensive than public insurance or, even more likely, effectively unavailable.18
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In practice, employers may choose to compensate misclassified independent contractors for some forms 

of employee compensation by paying independent contractors at a higher hourly rate. The terms of any 

agreement along these lines, however, are heavily conditioned by the relative power of workers and 

employers. The base pay, educational attainment, gender, racial and ethnic composition, as well as the 

immigration and citizenship status of the workforces analyzed here are all generally associated with signifi-

cant imbalances of power against workers and in favor of their employers. An additional factor exacerbating 

these power imbalances is the lack of legal protections under the National Labor Relations Act, which 

impedes many independent contractors from unionizing.19 Given these many power imbalances and that 

employers’ principal motivation for misclassification is to reduce costs, it is reasonable to assume that the 

result of any individual bargain between misclassified workers and their employers is more likely than not to 

involve substantial reductions in the total compensation of independent contractors and an unambiguous 

decline in access to union representation and to unemployment and workers’ compensation insurance.

The potential reductions in hourly earnings for home aides employed as independent contractors 

relative to their earnings as regular employees translate to large annual income declines. A home aide 

working full-time, full-year at the median rate of annual compensation for an employee ($36,977) could 

lose up to $10,058 in total compensation if classified instead as an independent contractor (Table 5). 

An independent contractor working part-time, part-year as a home aide, making $18,489 at the median 

compensation for an employee, could lose up to $5,029 when classified as an independent contractor.

TABLE 5

Estimated potential losses to independent contractors, relative to 
the same worker working as an employee: “Home aides”

Median real 2024 hourly wage

HOURLY VALUE ($)

FULL-TIME, 
ASSUMING 2,000 

HOURS PER YEAR ($)

PART-TIME OR  
PART-YEAR, 

ASSUMING 1,000 
HOURS PER YEAR ($)

AS A SHARE  
OF ANNUAL  

EARNINGS (%)

Total compensation 18.49 36,977 18,489

Employer-contributions to 
Social Security, Medicare, etc.

-1.53 -3,069 -1,535 -8.3

Employer-provided benefits -1.68 -3,365 -1,682 -9.1

Vacation, sick, overtime, etc. -1.81 -3,624 -1,812 -9.8

Notes: Hourly wage rate is from the pooled 2023 and 2024 median hourly rate. The hourly compensation rate is the ACS wage rate scaled by the BLS 
ECEC average compensation distribution for September 2025.

The preceding calculations do not factor in one additional impact of independent contractor status 

on workers’ compensation. An increase in the share of independent contractors in an occupation or 

industry at rates of total compensation below what regular employees earn in the same industry and 
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occupation would put downward pressure on compensation for regular employees, even when those 

employees avoid independent contractor status.20

A parallel analysis across all of the occupations we examine here shows the same potential for large 

declines in total compensation when workers are classified as independent contractors rather than 

employees. Figure 1 summarizes the impact of independent contractor status on the hourly earnings 

across the ten occupations we focus on here. Figure 2 translates those same calculations to annual 

losses for a full-time, full-year worker. 

The potential losses for independent contractors are high across all of the occupations, whether 

expressed in dollar terms or as a share of total compensation. In dollar terms, Bookkeepers and  

virtual assistants have the most to lose, both because they have the highest median total compen-

sation ($56,201 per year) and because they have the highest share of compensation coming from 

non-base-wage benefits (29 percent). But even the lowest paid occupation —childcare providers, 

where the annual earnings for a full-time, full-year worker earning the median wage is $32,648—are  

at risk of losing up to $8,880 if classified as an independent contractor rather than an employee.

FIGURE 1

Misclassified independent contractors risk losing everything  
but base pay

Dollar value of base pay and at-risk compensation (hourly, $)

Bookkeeping, virtual assistants

Massage therapists

Customer service and call centers

Retail sales

Janitors

Hair, nail, skin technicians

Home aides

Restaurant servers

House cleaners

Childcare providers

0 5 10 15 20 25 30

                                                  $19.98   $2.98      $3.15    $2.00  $28.10

                                                  $20.31  $1.75 $1.75 $2.33   $26.14

                                $16.78   $2.38  $2.52  $1.66  $23.33

                     $15.84   $1.20 $1.28  $1.68 $20.00

                $14.80  $1.53 $1.42 $1.67  $19.42

                 $14.98  $1.29 $1.29 $1.72  $19.28

           $13.46  $1.81 $1.68 $1.53  $18.49

              $15.12  $0.67 $0.67 $1.73  $18.19

     $12.99  $1.35 $1.24 $1.47  $17.05

 $11.88  $1.60 $1.49  $1.35  $16.32

Source: Authors’ analysis of BLS ECEC and IPUMS ACS data.

Vacation, sick, 
overtime, etc.

Base pay Employer-provided 
benefits

Employer-contributions to 
Social Security, Medicare, etc.
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FIGURE 2

Estimated range of potential losses to a full-time, full-year 
independent contractor relative to a regular employee in  
the same occupation

Dollars per year

Bookkeeping, virtual assistants

Massage therapists

Customer service and call centers

Retail sales

Janitors

Hair, nail, skin technicians

Home aides

Restaurant servers

House cleaners

Childcare providers

$0 $10,000 $20,000 $30,000 $40,000 $50,000 $60,000

Source: Authors’ analysis of BLS ECEC and IPUMS ACS data.

Vacation, sick, 
overtime, etc.

Base pay Employer-provided 
benefits

Employer-contributions to 
Social Security, Medicare, etc.

$39,959

$33,553

$40,618

$31,680

$29,592

$29,957

$26,919

$30,234

$25,986

$23,768

$5,957

$4,760

$3,502

$2,400

$3,068

$2,583

$3,624

$1,346

$2,694

$3,200

$6,295

$5,040

$3,502

$2,560

$2,835

$2,583

$3,365

$1,346

$2,489

$2,971

$3,990

$3,313

$4,652

$3,360

$3,340

$3,431

$3,069

$3,456

$2,933

$2,710

$56,201

$46,667

$52,275

$40,000

$38,835

$38,555

$36,977

$36,382

$34,102

$32,648
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Conclusion & Recommendations
While the rate of worker misclassification can be difficult to quantify, the cost to workers is not. 

Misclassification costs working women thousands of dollars per worker every year. 

The impact of misclassification on women in the workforce can be especially harmful. When workers 

are misclassified as independent contractors, they lose out on wages, benefits, and vital workplace 

protections. When taken with the wage gap that women throughout the U.S. experience, the cost  

of misclassification on women is compounded.21 Further, the women who are most likely to suffer 

from misclassification are already in underpaid occupations, and are more likely to be Black and 

brown or immigrant workers. At a time when women are more likely to be the primary breadwinners 

for their families than ever before,22 it is imperative that they receive the full pay and benefits to  

which they are entitled. 

To combat misclassification and ensure that workers are being paid what they’re owed, legislators 

and administrative agencies must work together so that workers and their wages and rights are not 

being left behind. We recommend the following: 

Make worker protections more accessible. As advocates continue to fortify worker protections at  

the federal, state, and local levels, it is crucial that laws broadly define the employee/employer 

relationship. The three-pronged “ABC Test” sets a fair standard that presumes a worker is an employee 

unless the worker meets specific criteria that prove they are self-employed.23 This test can be 

included in new legislation or adopted as an amendment to existing laws. 

Tighten regulatory standards. Once a law governing workplace standards is on the books, it is 

essential to advocate for strong regulatory standards. For example, at the federal level, the Fair Labor 

Standards Act (FLSA), broadly defines the scope of the employer/employee relationship to safeguard 

against misclassification. However, the Department of Labor recently proposed a rule to weaken the 

standard for determining who is considered an employee under the FLSA, the Family and Medical 

Leave Act, and the Migrant and Seasonal Agricultural Worker Protection Act.24 While these laws 

provide keystone protections to employees throughout the U.S.—including overtime and minimum 

wage rights—under the Department’s latest proposed rule, many workers who would otherwise be 

considered employees could stand to be mislabeled as independent contractors.25 It is important the 

Department of Labor rescind its latest proposal, and instead enact a stronger standard, such as that 

proposed in recent years.26 

Strengthen enforcement efforts. To combat misclassification, enforcing agencies must be properly 

resourced. When agencies are sufficiently funded and staffed, they are better able to educate 

workers and employers about their rights and obligations, conduct employer audits, investigate 

worker complaints, and pursue claims and violations. Adequate agency resources are essential to 

preventing misclassification and remedying it when it occurs.
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APPENDIX: ESTIMATED POTENTIAL ANNUAL LOSSES 
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