
Why would anyone go the contract route when they are really an 

employee? 
 

I have never understood why anyone in our industry would consider going the "contract" route.  Maybe someone can 

explain the logic? 

What I am discussing are those individuals who are asked by their “bosses” to create a “fictitious” independent 

contractor company,  when one really doesn’t exist so that they (the boss) can bill them,  (the employee/contractor) - 

contractor to contractor. 

 The "boss" will then  subsequently 1099 the Employee / contractor -therefore attempting to avoid employment 

obligations; State and Federal laws that protect protect the employee / contractor;  and attempt to  save the cost of 

employment taxes therefore needlessly  putting all of the tax burden on their employee / contractor. 

 

They then continue to treat the “contractor” as an Employee.. This also includes the  "contractor" who is working from 

a home office.   The companies will pay for the contractors expenses, travel, equipment; the contractor has a boss to 

report to; must attend meetings; will promote themselves as a "contractor" for the said client; the client will pay even 

for the training for the employee..  

 

Even though they are 1099'd the clients that the contractor represents are actually Not THEIRS but their "bosses" – and 

of course their "boss" controls what they do, when they do it, how they do it, and even Who they do it for or with.. the 

“contractor” like an employee doesn’t determine their own hours; his or her own work schedule; are not free to work 

for several other clients; will use their bosses software, equipment or materials; they will attend  Employee functions.. 

have assigned emails, passwords, phone numbers, are listed in the company directory, receive recognition.. (all the 

elements of an Employee) 

 

They have all the elements of the employee, but they are being robbed from so much income.. Not to mention health 

benefits, social security, Unemployment Insurance, medicare, overtime, wrongful termination protection, vacation pay, 

sick pay, workers compensation,  disability insurance,  termination pay, paid leave of absence and so much more. 

  

An interesting observation,  let’s use this example -  A Contract Recruiters who is 1099’d making about  $100 an hour is 

actually making less than the individual who is W2’d and making say $70 an hour 

Why? well because Your "client" / boss,  isn't matching your Workman’s comp, SSI, FICA,  Taxes, Unemployment,  (state 

and federal) - Not to mention that billing yourself as a self employed contractor, that you are now in a higher tax 

bracket. - If you are being matched, then you are NOT a contractor but an employee. (temp employee maybe, but 

employee none the less) 

As a contractor, you don't qualify for any benefits; stock options; 401k, or any perks that the "employees" are getting.. 

If you are receiving them, then your "client" is misclassifying you. 

As a contractor you have to pay for your own expenses, and suffer your own profit and loss.. as legally your Client is not 

to be paying for them.. (if they are you are misclassified) 

As a Contractor if you lose your job, you lose any chances at unemployment or social security benefits. Hurt on the job, 

no workmans comp. 



A contractor Has no boss and the general rule is that the client only can Direct the RESULT of the work done by the 

contractor - not the means, or methods in getting to the final results 

A contractor doesn't attend meetings, follow procedures, rules, and they can do what they want, when they want, 

because they want to.. and don't have to ask permission to do so.. 

Which then ultimately means a contractor in the true sense is a self employed individual 

 

Hence my confusion, if one wants the "security" of a job, and paycheck, then why would you consider self 

employment?  

 

Recruiters are non exempt which means that qualify for overtime. Even if they telecommute and work from home.. and 

this also figures to the individuals who were asked to "open a company" so that their "boss" could bill them contractor 

to contractor -- I call that putting lipstick on the pig.. 

 

This even means the True Blue w2 contractor (temp employee). Now if you are being 1099 and asked to work overtime, 

then there is more than a high possibility that you are being misclassified, and may want to consider questioning all the 

above.. 

 

FYI Employee Misclassification increased a huge 77 Percent in just the first HALF of this decade, and the litigation 

numbers surpass the numbers of Title VII which also increased over a whopping 100 Percent in the past 15+ Years... 

 

The DOL, well they believe that about 70 Percent of employers misclassify - 

 

Misclassification to me is the worst.. it really Costs our economy huge.. take for example FedEx, who will be paying 1 

Billion Dollars total penalty for misclassification to the IRS.. (4 years only) 

 

that is 1 Billion dollars that the Country could really use right now.. Tax dollars to State, City and country.. so, do the 

math.. if 70 Percent of companies are doing this.. WOW.. that is staggering.. especially for the past 8 Years.. 

 

Hard to get my head around.. 

 

Anyways, this is my attempt to bring awareness to one of the Biggest problems in our industry, which is also 

devastating our country financially.. Is it any wonder that the House recently came down on the IRS and the DOL asking 

them to crack the whip on this.. 

 

Hopefully this information will allow an individual who has concerns to make a more informed decision when 

considering their next assignment 

 Articles to further review on the topic 

Independent Contractor (Self-Employed) or Employee? Still Confused? 

Independent Contractor (Self-Employed) or Employee? Information to avoid Misclassification 

You Need to Understand the Fair Labor Standards Act Part 3 - Are You a Joint Employer? 

You Need to Understand the Fair Labor Standards Act Part 2 - What Is Work Under The FLSA? 



You Need to Understand the Fair Labor Standards Act Part 1 - The Basics  

But I Signed An Independent Contractor Agreement 

Term Limits for Contingent Workers: Urban Legend or Necessary Fix? 

7 Costly Legal Myths in Contractor Workforce Management 

DOL cracks down! Are your classifications FLSA-compliant? 

U.S. Department of Labor Emphasizes Enforcement of Fair Labor Standards Act Classifications: Are Your Employees 

Correctly Classified? 
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