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There are several types of workers that companies may
utilize, including W-2 employees, 1099 independent
contractors, contract workers through staffing firms,
freelancers, interns, and volunteers.

Contract Workers through Staffing Firms:

Contract workers, also known as contingent workers, are workers
who are hired for a specific project or period of time, often
through a staffing firm or agency. These workers are typically not
considered employees of the company where they work, but are
rather employees of the staffing firm. Staffing firms are
responsible for providing payroll and benefits to their contract
workers, and for complying with labor laws and regulations.
Contract workers typically receive a 1099[BG1] form at the end of
the year that summarizes their income and taxes withheld for the
purposes of filing their tax returns.

W-2 Employees:

W-2 employees are workers who are considered employees of the
company they work for. They receive a regular salary or wage,
and their employer is responsible for withholding taxes from their
paychecks, providing benefits such as health insurance and
retirement plans, and complying with labor laws and regulations.
W-2 employees receive a W-2 form at the end of the year that
summarizes their income and taxes withheld for the purposes of
filing their tax returns.

1099 Independent Contractors:

1099 independent contractors are workers who are considered self-
employed and are responsible for paying their own taxes. They
typically work on a project-by-project basis and are not entitled to
employee benefits or protections under labor laws. Independent
contractors receive a 1099 form at the end of the year that
summarizes their income and taxes withheld for the purposes of
filing their tax returns.
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There are several types of workers that companies may
utilize, including W-2 employees, 1099 independent
contractors, contract workers through staffing firms,
freelancers, interns, and volunteers.

Freelancers or contractors are self-employed workers who provide
services to multiple clients on a project-by-project basis. They are
responsible for their own taxes and typically do not receive
employee benefits or protections under labor laws.

- Interns:

Interns are typically college or graduate students who work for a
company to gain experience in their field of study. They may
receive academic credit or a stipend, but are not considered
employees and are not entitled to employee benefits or protections
under labor laws.

* Volunteers:

Volunteers are individuals who perform work for a company
without receiving payment. They are not considered employees
and are not entitled to employee benefits or protections under
labor laws.

Contingent worker —

A person performing a particular operational or staff function
that could be performed by internal employees, but due to
workload/staff shortages is employed on a temporary basis. His or
her work is supervised by an employee. - Consultant — A person
advising or implementing a proprietary methodology, system or
product. He or she usually provides analysis of a business problem
and recommends a solution or approach based on the extent of his
or her skills, knowledge and experience.
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Decision Matrix
To determine the appropriate worker
classification, employers should consider the
following factors:

1. Control: Does the employer control the worker's
schedule, work location, and work processes?

2. Financial: Does the employer provide the worker with
tools, equipment, and materials needed to perform the
work?

3. Relationship: Is the worker an integral part of the
employer's business, or is the work performed outside of
the employer's usual business operations?

Based on the answers to these questions, the following
decision matrix can be used to determine the appropriate
worker classification:

Example Decision Matrix

w-2 Independent Contract Worker
Factor Employee Contractor through Staffing Firm Freelancer Intern Volunteer|

Relationship High
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DECISION MATRIX

Example Decision Matrix With Weights Applied

/

o H 1099 Independent 3 4
Criteria Weight W2 Employee R Staffing Firm/MSP.
ralelice Worker has control over
3 controls how, # Staffing firm/MSP may have some control
Control 35% how, when, where work is gl
when, where over worker's activities
. done
work is done
E:r;‘j;‘izr Worker has a significant
Financial 25% SR investment in eguupment, Staffing flrm/MSP provides equipment, tools,
tools, or materials used to  |or materials
tools, or
7 perform work
materials
Worker is
provided with
employee Worker has a written
: * benefits, such | contract specifying the Staffing firm/MSP is responsible for providing
O,
Reionlo e c0 as health nature of their work benefits
insurance, relationship
vacation time,
etc.
Worker is an
Intedralipate Worker OpSTaley Staffing firm/MSP may have some level of
: of the independently from the 5 : o ; 3
Integration 10% : ) % integration with the employer's business
employer's employer's regular business ”
R 5 operations
business operations
operations
Employer has
R dne r{ght Lo Worlfer 1 thg oy Staffing firm/MSP has the right to terminate
Termination | 5% terminate terminate their contract at A
= the contract at any time
employment |any time
at any time
Employer
R assumes Worker assumes liability for | Staffing firm/MSP assumes liability for
Liability 5% T £ g
liability for their work worker's work
worker's work
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As you can see, W-2 employees would fall under the
"Employee" classification, with high levels of control, financial
support, and relationship with the employer.

Independent contractors and freelancers would generally fall &

under the "Independent Contractor" classification, with lower | /

7 levels of control, financial support, and relationship with the

/ employer. /
Contract workers through staffing firms would also generally ‘

/ fall under the "Independent Contractor" classification, as they

are typically not considered employees of the company where
they work, but rather employees of the staffing firm.

However, they would have a higher level of control and
relationship with the staffing firm than a typical independent
contractor, and may receive more financial support from the
staffing firm.

If a worker meets the criteria for an employee classification,
the employer must withhold payroll taxes, provide employee
benefits, and comply with labor laws.

If a worker meets the criteria for an independent contractor or
freelancer classification, the worker is responsible for their
own taxes, insurance, and benefits. If a worker meets the
criteria for an intern or volunteer classification, they are not
entitled to employee benefits.
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/ Misclassifying workers can result in legal and financial risks
for employers. If a worker is misclassified as an independent
contractor or freelancer when they should be classified as an
employee, the employer may be liable for back pay, taxes,
and penalties. Misclassifying interns or volunteers can also
result in legal risks if they are not provided with a safe and
healthy work environment.

To avoid the risks of misclassification, employers should
carefully evaluate the nature of the work and the
relationship between the worker and the employer.
Employers should also consult with legal and tax
professionals to ensure that they are complying with labor
laws and regulations.
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WHY ENTERFORCE?

“You have gone out of your way with your customer service to
ensure that our questions were answered and our needs were
met. The quality of the candidate that we received has been
outstanding.”

FOR INFORMATION

Email Phone

(262) 746-1030

enterforce.com/contact-us/




