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WASHINGTON: When are workers employ-
ees? When are they contractors? The Labor
Department issued new guidance Wednesday
that could limit the ability of many companies
to designate their workers as contractors. That
could spell trouble for sharing-economy firms
such as Uber and TaskRabbit, which rely on
independent workers, often for short-term
projects. It comes amid a wave of lawsuits
against companies such as FedEx, ride-hailing
service Lyft and online cleaning service
provider Handy, brought by workers who say
they should have been treated as employees
rather than contractors.

Labor unions and activists have for years
argued that companies in many industries -
construction, hotels, and janitorial services,
among others - have sought to hold down
labor costs by calling workers independent
contractors. Contractors aren’t eligible for
overtime pay, unemployment insurance or
workers’ compensation. They typically pay all
their Social Security taxes, compared with
employees, who split that cost with employ-
ers. The guidance was issued by the Labor

Department’s wage and hour division, headed
by David Weil. It doesn’t represent new regula-
tion or have the force of law, but is intended to
clarify how companies and courts should
interpret the rules.

“We very much believe that misclassifica-
tion is a problem that has been growing,” Weil
said.  “It undermines all the legitimate employ-
ers who are doing the right thing ... but they
are put at a competitive disadvantage.” Yet
attorneys that represent employers say the
directive reflects a very broad interpretation of
what constitutes an employee, and will likely
encourage more lawsuits. “It is an unapolo-
getic effort to restrict the use of independent
contractors,” said Richard Alfred, a partner at
Seyfarth Shaw, a law firm that typically repre-
sents employers. The guidance “ignores many
of the realities of the modern workplace, and
different relationships that workers and busi-
nesses want to have.”

The issue has also emerged in the presi-
dential campaign, after Hillary Clinton prom-
ised earlier this week to “crack down” on com-
panies that wrongly classify workers as con-

tractors. She praised the “gig economy” for
“creating exciting opportunities” but also said
it is “raising hard questions about workplace
protections.” The move comes as the depart-
ment steps up its enforcement of classification
rules. Last year, it forced companies to pay $79
million in back wages to 109,000 workers in
the janitorial, temporary help, food services,
day care and hotel industries.

The Economic Policy Institute, a liberal
think-tank, estimates that 10 percent to 20
percent of employers misclassify at least one
worker. The department’s directive empha-
sizes that a worker who is “economically
dependent” on the employer should be treat-
ed as an employee. By contrast, a worker must
be in business for himself or herself to be an
independent contractor. That is a broader
standard than guidelines followed by many
states and the IRS, according to Michael Droke,
an employment law partner at Dorsey and
Whitney. They generally focus on how much
control a company has over how a worker
does the job. The directive also says that an
agreement between an employer and worker

that designates the worker as an independent
contractor “is not relevant” to the classification
question. That is an “extremely surprising”
view, Alfred said. Such agreements should at
least be considered, he added. Prior to taking
the post at Labor in May 2014, Weil was a pro-
fessor at Boston University and wrote a book
titled “The Fissured Workplace,” which exam-
ined ways that companies have sought to out-
source or subcontract many functions. That
has increased the misclassification of workers,
Weil said.

Uber lost a high-profile case in California
last month when the state’s labor commission
ruled that a driver for the company was an
employee, not an independent contractor.
The case was limited in scope, applying to one
driver who sought unpaid wages and expens-
es and was awarded $4,152. Uber is appealing
the decision. The company has said that its
drivers like its business model, which enables
them to choose when and how much to work.
“The No 1 reason drivers choose to use Uber is
because they have complete flexibility and
control,” the company said last month. — AP 

Employee or contractor? Labor seeks to clarify rules

Tata Steel may

cut up to 720 

jobs in Britain 

LONDON: Tata Steel, Britain’s largest steelmaker,
may cut up to 720 UK jobs in a revamp of its spe-
ciality and bar business, which has been hit by
cheap imports and high energy costs, it said yes-
terday. Most of the jobs at risk are at the compa-
ny’s operations in Rotherham, northern England.
“We have invested more than 20 million pounds
in recent years in our speciality steels business.
We want to play our role in reinvigorating the
UK’s manufacturing industry, but increasing
imports and high energy costs have further
undermined the competitiveness of foundation
industries,” Karl Koehler, chief executive of Tata
Steel’s European operations, said in a statement.
The speciality and bar business is being refocused
on high-value markets such as aerospace, as
British and European steelmakers in general
struggle to make profits on commodity grade
steels which can be imported cheaply from China.

Tata Steel, Europe’s second-largest steelmaker,
said it would work with staff and trade unions to
redeploy affected employees if possible and mini-
mize compulsory redundancies. The Community
union said it would oppose compulsory redundan-
cies. “This is a smack in the face for the workforce.
Since 2009 the business will have gone through
three restructurings, which if this proposal goes
through, will have seen the loss of 2,500 jobs,”
Stuart Sansome, Community’s national executive
councilor, said in a statement. Tata Steel has been
forced to slash costs since 2007 when it bought
Anglo Dutch producer Corus for $13 billion. It cur-
rently employs around 17,000 people versus some
25,000 in 2008. The UK steel sector currently
employs about 20,000 people directly, down from
as many as 200,000 in the 1970s.

The government, in its bid to diversify the
economy away from financial services, has imple-
mented numerous measures to help heavy indus-
try, but both Tata Steel and the unions believe
they are not enough. “Now is the time for govern-
ment to act. Foundation industries like ours
urgently need a competitive business environ-
ment and a government willing to strengthen UK
manufacturing supply chains,” said Koehler. Roy
Rickhuss, general secretary of Community, called
on the government to support energy intensive
industry. “It is clear the UK steel industry is in a
perilous state and Tata Steel is particularly affect-
ed. We have been saying for years that uncom-
petitive UK energy costs are damaging the UK
steel industry,” he said. — Reuters

DUBAI: Bond issues by Saudi Arabia’s govern-
ment are expected to be worth tens of billions of
dollars by the end of 2015 as the state ramps up
debt sales to plug a hole in finances created by
low prices for oil exports. Central bank governor
Fahad Al-Mubarak announced last week that
Riyadh had sold its first sovereign bonds since
2007, a 15 billion riyal ($4 billion) issue, after
years paying down its debt to some of the
world’s lowest levels. Mubarak gave no details
and, while he said more issues were on the way,
did not elaborate. But bankers expect heavy
issuance in coming months that could change
banks’ balance sheets and eventually help to cre-
ate an active domestic bond market.

“We expect the Saudi government to fund its
2015 deficit by raising 200 billion riyals from the
domestic bond market, besides drawing down
its foreign currency reserves,” said Fahad Alturki,
chief economist at Jadwa Investment, a major
investment bank in Riyadh. Low prices have sad-
dled the world’s top oil exporter with a huge fis-
cal deficit. Mubarak said last week it would
exceed an originally projected 145 billion riyals
this year; the International Monetary Fund thinks

it will be about 20 percent of gross domestic
product, equivalent to roughly $150 billion. Until
the recent issue, Riyadh was funding the deficit
entirely by running down its financial reserves;
Mubarak said it had withdrawn 244 billion riyals
from reserves in 2015.

In theory, the government could continue
relying completely on reserves for many more
months. Net foreign assets at the central bank,
which serves as the kingdom’s sovereign wealth
fund, totaled $672 billion in May.

But bankers and investors believe the recent
issue signals the government’s intention to
launch regular debt sales, which will find ready
buyers among local institutions. “The appetite is
there from our side, as we are struggling to find
long-term bonds with reasonable yields from a
government entity. The market is ripe for them,”
said a source at an institution which participated
in the initial issue.

Private placement
The first issue comprised 7- and 10-year con-

ventional bonds sold at yields of 2.57 and 2.88
percent, sources said. The bonds were privately

placed with quasi-sovereign Saudi institutions,
contrary to initial local media reports which sug-
gested banks had bought them. Bankers expect
the government to issue riyal-denominated
bonds according to a formal calendar, placing
them with a wider investor base. Some think it
may start issuing Islamic bonds as well as con-
ventional ones, though officials have not said
this. “The market should expect larger govern-
ment issuance tranches by the end of summer.
Only government and semi-government funds
were allowed to participate in the first bond, but
when the quantum of issuance increases, banks
and asset managers will be allowed to invest,”
Alturki said. State issues will quickly dwarf other
debt sales; Saudi issuance of sukuk in all curren-
cies totaled $7.8 billion in 2014, while no conven-
tional bonds were issued. Significant amounts of
the new bonds are unlikely to find their way into
the hands of foreign investors; local institutions
tend to hold bonds to maturity, and yields are
too low to interest many foreigners. But the new
issues could help to extend the Saudi yield curve,
which at present is largely illiquid above five
years. —Reuters

Saudi bond issues to soar; 

government plugs deficit
No tightening of banking liquidity any time soon

KOLKATA: An Indian street vendor cuts fruit to sell to Muslim devotees to use to break the Ramadan fast at Iftar in Kolkata yesterday. — AFP 


