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Definitions 
These definitions apply to these terms as they are used in this policy: 

• Employee: An individual who performs personal services for the Institution where the 
Institution has the right to control and direct the individual who performs the services, 
not only as to the result to be accomplished, but also as to the details and means by 
which that result is to be accomplished. It is not necessary that the Institution actually 
direct or control the manner in which the services are performed; it is sufficient to 
establish an employee-employer relationship that the Institution has the right to do so. 

• Employer: The Institution, when it has a relationship with an individual performing 
services for its benefit, and where the Institution has the right to subject the individual 
to its will, and control not only what shall be done but how it shall be done. 

• Independent Contractor: An individual - who performs personal services for the 
Institution where the Institution has the right to specify the result to be accomplished by 
the work, but not the means and methods by which the result is to be accomplished. 

Process and Procedures  
The characterization of individuals as independent contractors or employees has important tax 
and non-tax consequences to both the Institution and the individual. It is generally more 
advantageous to federal and state governments to have an individual classified as an employee. 
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establish an employer-employee relationship. The degree of importance of each factor varies 
depending on the occupation and the context in which the services are performed. It does not 
matter that the employer allows the employee freedom of action, so long as the employer has 
the right to control both the method and the results of the services. The 20 factors indicating 
whether an individual is an employee or an independent contractor are provided in the 
University Business Practice Manual Section 5.5. 

The IRS “Common Law” Test: As indicated in the definitions above, the most important 
consideration in determining whether an employer-employee relationship exists with an 
individual is whether the Institution has the right to instruct and control the individual with 
respect to both the results and the details of the work that is to be performed. The IRS has 
developed a 20-factor “common law” test which it uses to determine whether sufficient control 
and supervision exist to warrant an employee classification of an individual. However, no 
definitive combination of factors has been established by the IRS with which a concrete 
determination can be made. The factors are simply indicators which may be used to assist in 
determining the degree of control that may be exercised over the individual, and thus the most 
appropriate classification for the individual. 

Classification Checklist and Criteria: In an effort to simplify the determination process for the 
most common situations in which the Institution seeks to obtain the services of individuals, the 
IRS has developed criteria for classifying an individual as an independent contractor based on 
20 determining factors. These classification criteria are provided as guidance to departments 
for determining an individual’s classification. 

Responsibility for Determining the Classification 
Department Responsibility: 
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• Medical Residents 
• Professional Staff 
• Research Assistants 
• Student Helpers 
• Teaching Assistants 

Examples of Individuals Generally Classified as Independent Contractors: The examples below 
are not all-inclusive and may not be suitable depending upon circumstances and the amount of 
control the Institution has over the individual performing the services. Departments must 
complete the Employee Versus Independent Contractor Classification Checklist form to support 
any determination that an individual is to be classified as an independent contractor. 

Independent contractor examples include the following: 

• Artists 
• Consultants 
• Guest Lecturers and Seminar Leaders (occasional service and not Primary Course 

Instructors) 
• Lawyers 
• Musicians 
• Public Stenographers 
• Veterinarians 

Responsible Parties and Contact Information 
Party Responsibility Phone/Email/URL 



HUMAN RESOURCES ADMINISTRATIVE MANUAL 
CLASSIFICATION, COMPENSATION, AND PAYROLL:  

DETERMINATION OF STATUS – EMPLOYEE VS. INDEPENDENT CONTRACTOR 
 

U S G  O F F I C E  O F  H U M A N  R E S O U R C E S   P a g e 5 | 5 

 

an independent contractor, an Employee vs. Independent Contractor Status 
Determination Form is then completed. 

Related Documents and Resources (External) 
• None 

 

Return to Human Resources Administrative Practice Manual Table of Contents 

 

 


