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WHY SOME COMPANIES CLASSIFY
WORKERS AS INDEPENDENT CONTRACTORS
Some companies see independent contractors as less
expensive because you don’t have to pay benefits like:

HEALTH
INSURANCE

WORKERS’
COMPENSATION

PAID TIME OFF

401(k)

OVERTIME

BUT MAKING THE WRONG DETERMINATION
WILL COST YOUR COMPANY
About $79 million in back wages are
collected for more than 100,000 workers
in various industries each year.

DETERMINING THE BEST CLASSIFICATION
The Fair Labor Standards Act provides the
basis for classification.
The main determination is whether the
worker has economic independence
and is operating a business of their own
(independent contractor) or if they are
economically dependent on the employer
(employee).

6

FACTORS TO DETERMINE
ECONOMIC DEPENDENCE

All six factors carry equal weight.

Does the worker’s
managerial skill
affect the worker’s
opportunity for

Is the work an
integral part of
the employer’s
business?

Does the work
performed require
special skill and
Initiative?

How does the
worker’s relative
investment compare
to the employer’s
investment?

Is the relationship
between the worker
and the employer
permanent or

What is the
What is the
nature and degree
nature and degree
of the employer’s
of the employer’s
control?
control?

EXAMPLE

A worker who
provides corporate cleaning services
and produces advertising, negotiates
contracts, and decides which jobs
to perform and when would likely
be an independent contractor.

EXAMPLE

A cake decorator at
a custom bakery would be an
intergral part of the business
and therefore indicates an
employee/employer relationship.

EXAMPLE

A carpenter who
creates handcrafted custom
cabinets and markets his services
to multiple companies would likely
demonstrate the special skill and initiative
of an independent contractor.

EXAMPLE

A worker provides
cleaning services for a local
company and the company invests in
worker occasionally invests in their
preferred cleaning supplies would likely
be an employee/employer relationship.

EXAMPLE

An editor who edits
only books provided by the
publishing company and completes
would indicate permanence that implies
an employee/employer relationship.

EXAMPLE An RN provides care

in nursing homes is listed with a nurse
registry. The company interviewed her
and required her to undergo training.
The company sends the nurse a list of
clients and she must adhere to a certain
wage range and notify the company if
she works with clients or misses shifts
.
This degree of control is indicative of
an employee/employer relationship.

For people responsible for people, Helpside is your small
business sidekick. Our team of experts saves small business
leaders time and money by simplifying payroll, employee
benefits, people strategy, personnel administration, risk
management, workers’ compensation, and safety to see a
greater ROI on their biggest asset: their people. After all, we
believe that “Business is personnel”, and without a great team
of employees by your side, owning a small business is not
only more difficult, but also a lot less fun. As a Utah-based
Professional Employer Organization (PEO) for over 27 years,
Helpside has been privileged to work with some outstanding
businesses and see how our services allow leaders to grow
their businesses and focus on their true passions.
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*This information should not be considered legal advice, norshould it replace the advice of an employment law professional.
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