
The Difference Between An IT Employee
And An IT Contractor In Canada And The

USA

The Difference Between An IT Employee And An IT

Contractor In Canada And The USA

The IT landscape offers a multitude of opportunities for
professionals, but one of the first decisions you’ll have to make is
whether to pursue a traditional employment route or to become
a contractor. Both Canada and the United States offer robust
markets for IT professionals, but there are significant differences
in how these two roles function. This blog will walk you through
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the key differences between an IT employee and an IT
contractor in Canada and the United States.

Employment Status

Canada

● IT Employee: Considered a long-term commitment with a single
employer. Benefits often include healthcare, retirement plans, and
vacation time.

● IT Contractor: Works independently, often juggling multiple clients.
Typically no benefits are offered.

USA

● IT Employee: Usually tied to a single employer with W-2 tax
status, benefits such as healthcare and 401(k) retirement plans are
common.

● IT Contractor: Works as a 1099 contractor, responsible for their
own healthcare and retirement plans.

Taxation

Canada

● IT Employee: Taxes are automatically deducted from the
paycheck. Eligible for certain tax benefits.

● IT Contractor: Responsible for self-employment taxes but can
write off business expenses.

USA

● IT Employee: Employers handle tax withholding and employees
are often eligible for employer-sponsored tax-advantageous
accounts like FSA or HSA.



● IT Contractor: Must handle their own taxes, including estimated
quarterly payments.

Job Security And Flexibility

Canada

● IT Employee: Generally more job security but less flexibility in
choosing projects.

● IT Contractor: Less job security but greater freedom in selecting
assignments and clients.

USA

● IT Employee: Often subject to ‘at-will’ employment but enjoys
more stable working conditions.

● IT Contractor: Greater freedom but must constantly look for the
next gig to maintain income flow.

Liability And Responsibility

Canada

● IT Employee: Generally covered under the employer’s liability
insurance.

● IT Contractor: Often required to have their own liability insurance.

USA

● IT Employee: Covered by employer’s liability policies and Workers’
Compensation.

● IT Contractor: Must secure their own insurance and are not
covered by Workers’ Compensation.



Career Growth And Development

Canada and USA

● IT Employee: Opportunities for internal promotions and training
programs.

● IT Contractor: Must proactively seek skill development and career
progression. Greater chance for rapid income growth.

Choosing between an IT employee role and an IT contractor role
depends on your career goals, need for security, and desire for
flexibility. Both Canada and the USA offer unique benefits and
drawbacks for each, so understanding these can help you make
an informed decision. Given the rapidly evolving nature of the IT
industry, either choice could offer a rewarding career.

Whether you’re an IT professional in Canada or the USA, the
landscape is ripe with opportunities. The key is to align your
choice with your personal and professional aspirations.

Interested in transitioning from an IT employee to an IT
contractor / IT consultant or vice versa? Book a free strategy
session with us today to tailor your career path to your needs.
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