Differences Between Businesses’ General Tax Responsibilities for 

Employees v. Independent Contractors

	Type of Tax
	Businesses’ Responsibilities for Employees
	Businesses’ Responsibilities for Independent Contractors

	Fed. Income tax
	Withhold tax from employees’ pay.
	None.

	Social Security and Medicare taxes
	Withhold one half of taxes and pay the other half.
	None.

	Federal Unemployment Tax
	Pay full amount.
	None.

	State Unemployment Tax
	Pay full amount. 
	None.


� See GAO, Employee Misclassification, Improved Coordination, Outreach and Targeting Could Better Ensure Detection and Prevention, GAO 09-717, for a more in-depth explanation of these responsibilities.  





