W-2 vs 1099
W-2 workers are employees with taxes automatically withheld from paychecks by employers, who also pay half of FICA taxes. 1099 workers (independent contractors) receive full pay but must manage and pay their own self-employment taxes (15.3% for Social Security/Medicare). W-2s offer stability and benefits; 1099s offer flexibility and potential tax deductions for business expenses. 
Key Differences Between W-2 and 1099 Tax Situations
Tax Withholding & Payment: W-2 employers withhold income tax, Social Security, and Medicare. 1099 contractors receive gross pay and must pay taxes directly to the IRS, usually quarterly.
Self-Employment Tax: 1099 contractors are responsible for the full 15.3% self-employment tax (social security and medicare). W-2 employees only pay 7.65%, with the employer covering the other 7.65%.
Tax Deductions: 1099 contractors can deduct business-related expenses (equipment, home office, travel) on Schedule C to reduce taxable income. W-2 employees generally cannot deduct unreimbursed employee expenses.
Benefits: W-2 employees often receive health insurance, paid time off, and retirement plans. 1099 workers are not entitled to these benefits and must pay for their own insurance.
Forms: W-2 employees receive Form W-2 at year-end. 1099 contractors receive Form 1099-NEC for services rendered. 
Which is Better?
W-2: Better for consistent income, employer-provided benefits, and reduced tax paperwork.
1099: Better for high-earning contractors who can utilize deductions, or those prioritizing flexibility. Generally, 1099 workers should charge 40-50% more than W-2 counterparts to cover taxes and lack of benefits.
