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Importance of Knowing the Distinctions between Employees and Independent Contractors
	The Internal Revenue Service (IRS), that serves to administer laws stipulated by the federal government defines the services that should be executed by any taxpayer in a business. In business management, it is crucial to differentiate between an employee and an independent contractor concerning business and contract formation laws because the business is required to abide to the federal and state laws concerning taxations The status of the worker defines the amount of tax they are supposed to pay and therefore definition of the status helps to know the amount to be withheld by the employer for taxation purpose. It will also help in the protection of the worker’s employment status. In determining the recognition of a worker, a business should assess where the workers lie in terms of relationship, financial and behavioral control. It is important to classify a worker as either an independent contractor or an employee for the business finances. An employer is required to withhold the amount of money an employee is taxed, which is not the case with an independent contractor. Additionally, an employee is paid on an hourly or monthly basis while a contractor is delivered as agreed during the agreement of the contract. It could be monthly, weekly, or daily or after the contract comes to an end (What’s the Difference, 2018). In this paper, we shall base our knowledge on the factor that places Joan in her employment classification and her designation as an independent contractor as stipulated by various laws.  
Factors for Determining Joan's Employee Classification
A person is considered an independent contractor if her employer is at liberty to direct or control the outcome of the work done and not what or how she will do it (IRS, 2017). Madrid and Berne returned faulty work to her for corrections. This means that the business is trying to control the outcome of her work. Additionally, the independent contractor includes coming up with how to offer the service using her defined order; no training is provided to her, can determine the time to perform her duties, is in a position to hire workers. Joan uses the available and unused office at Madrid and Berne to execute her services. She further decides to extend her services to the external clients. This means that she has her defined order of providing her services. For these reasons, Joan can be termed as an independent contractor. The State of Arizona Accounting Manual holds that an independent contractor is one who; is at liberty to decide the place to do his duties, caters for the provision of necessary tools and materials, the project assigned to her is limited, works under many clients or serves many customers, and has the long-term goal. For these reasons, we cannot categorize Joan as a contractor. She suits the position of an employee because the tools and materials that she uses to perform her services are provided by Madrid and Berne and not her. Additionally, the business has employed her to only provide services to it and not any other clients. For this reason, she fails the principle of being an independent contractor. To ensure that Joan is classified accordingly, Madrid and Berne should term Joan as an employee up to a point where they will reach the IRS Small Business and Self-Employed Tax Center, fill form SS-8 (IRS, 2017). 
Was Joan's Designation as an Independent Contractor Correct? 
[bookmark: _Hlk76334634]If the accounting company classified Joan as an independent contractor, they would avoid the state and federal costs, Medicare taxation, and social security (State of Arizona Accounting Manual, 2018). They may also decide to lower Joan's commission by giving her less than the fair one. According to the Bible, payments should be made to all people owed, taxes should be paid to the owed parties, revenue should be paid to the owed, and respect and honor accorded to the owed as well (Bible Gateway, 2021). Joan should therefore not be exempted from paying taxes on the basis of her job position. To solve the problem, the company should present Joan as an employee of the company. The company can as well indicate the pay in the contract form. Joan would be faced with a dilemma on whether to look out for some other clients while still in possession of the Madrid and Berne’s resources. The clients may include the direct competitors of the company. In this case, she would use the company resources as a contractor. It is against the book of Philippines to do anything that brings about rival. The book advises that people should regard others with more importance than themselves. One should be mindful about the welfare of others and not only for themselves alone (Bible Gateway, 2021). Joan should be mindful about her company’s welfare rather than serving the company’s competitors. During the contract agreement, Joan ought to have stated her ambition to look out for other clients and Madrid and Berne stipulate how the assets of the company should be used.
The company should not disregard the ethical and legal issues that surround the independent contractors and the employees. If the classification is not done necessarily, extra costs may be incurred and may also lead to legal skirmishes for both the worker and the employer. Based on the factors that one should fulfill as an independent contractor; the company should classify Joan as an employee until further consultation. 
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