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Introduction  

Why Healthcare Travelers Need to Pay Attention 

Healthcare travelers often work as 1099 independent contractors rather than W-2 

employees. This arrangement can provide flexibility, higher take-home pay, and control 

over assignments. However, with stricter classification rules coming in 2025, many 

travelers may face reclassification risks if their work arrangements resemble employment 

more than independent contracting. 

Misclassification could result in: 

• Back taxes and penalties for staffing agencies and facilities 

• Loss of certain tax deductions for travelers 

• Potential shift to W-2 employment models 

What’s Changing in 2025 

Regulators are tightening the criteria for who can legally be classified as a contractor. For 

healthcare travelers, the following factors will be closely scrutinized: 

• Control Over Work: If the facility dictates your schedule, shifts, and how tasks 

must be performed, you may be seen as an employee. 

• Integration Into Facility Operations: If your role is essential to daily patient care 

and indistinguishable from staff employees, classification risk increases. 

• Economic Dependence: Relying on one agency or facility for the majority of your 

income may weaken contractor status. 

• Tools & Supplies: Using the facility’s equipment, scrubs, and systems may be 

viewed as more “employee-like.” 

• Business Identity: Contractors are expected to operate as independent businesses 

(LLC, sole proprietorship, etc.), not just individuals filling shifts. 

Self-Check for Healthcare Travelers 

Ask yourself: 

• Do I contract with multiple agencies or facilities, or just one? 

• Do I market myself as a business (website, LLC, business cards)? 

• Do I set my own terms, negotiate rates, and control my schedule? 

• Do I carry professional liability insurance independently? 

• Do I invoice and keep business records separate from personal finances? 

If most answers lean toward “no,” you may be at higher risk of reclassification. 
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Steps to Strengthen Your 1099 Status 

• Form a Business Entity: Consider an LLC or S-Corp to formalize your 

independent business. 

• Diversify Clients: Work with multiple agencies or facilities when possible. 

• Negotiate Contracts: Ensure agreements clearly define you as an independent 

contractor and include language about autonomy. 

• Maintain Business Practices: Track expenses, issue invoices, and keep records 

like a business owner. 

• Insurance: Carry your own professional liability and health insurance. 

• Seek Professional Guidance: Consult a tax advisor or attorney who understands 

healthcare travel and contractor law. 

What If You’re Reclassified as W-2? 

Some agencies may shift travelers to W-2 employee status to reduce compliance risk. 

This can mean: 

• Access to benefits (health insurance, retirement contributions, paid time off) 

• Withholding of taxes by the employer 

• Less flexibility in negotiating rates or assignments 

• Loss of certain business-related tax deductions 

Travelers should weigh the trade-offs between independence and stability. 

Key Takeaways 

• Stricter 2025 rules will make it harder for healthcare travelers to remain 1099 

contractors. 

• Proactively strengthening your business identity and diversifying clients is 

critical. 

• Agencies and facilities may push for W-2 arrangements — be prepared to evaluate 

your options. 

• Professional advice is essential to avoid unexpected tax or compliance issues. 

 

1099 vs. W-2 for Healthcare Travelers in 2025 
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Category 1099 Independent Contractor W-2 Employee 

Tax 

Withholding 

Responsible for own income & self-

employment taxes (quarterly estimated 

payments) 

Employer withholds federal, state, 

Social Security, and Medicare 

taxes 

Tax 

Deductions 

Can deduct business expenses (travel, 

housing, licensing, scrubs, CEUs, 

insurance, etc.) 

Limited to standard deduction (no 

unreimbursed employee expense 

deductions since 2018) 

Pay Structure 

Typically higher hourly rate or stipend 

(no employer taxes withheld) 

Lower base rate compared to 

1099, but includes employer-paid 

taxes 

Benefits 

Must secure own health, retirement, 

disability, and liability insurance 

Eligible for employer-provided 

benefits (health, retirement 

contributions, PTO, etc.) 

Control & 

Flexibility 

Greater autonomy in choosing 

contracts, negotiating rates, and 

working with multiple agencies 

Schedule, pay, and terms largely 

set by employer or staffing agency 

Business 

Identity 

Expected to operate as a business 

(LLC, EIN, invoices, contracts, 

insurance) 

No business setup required — you 

are an employee of the 

agency/facility 

Risk 

Higher audit/reclassification risk under 

stricter 2025 rules; must prove 

independence 

Minimal risk — employer 

assumes compliance 

responsibility 

Stability 

Income may fluctuate; no guaranteed 

hours or benefits 

More predictable paychecks, 

benefits, and legal protections 

Retirement 

Options 

Can set up SEP IRA, Solo 401(k), or 

other self-employed plans 

Access to employer-sponsored 

401(k) or pension (if offered) 

 

Quick Takeaway 

• 1099: Higher earning potential + tax deductions, but more responsibility, 

paperwork, and compliance risk under 2025 rules. 

• W-2: Lower pay but more stability, benefits, and reduced legal/tax risk. 
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Decision-Making Worksheet: 1099 vs. W-2 for Healthcare 

Travelers (2025) 

Use this worksheet to reflect on your situation, preferences, and risk tolerance. Circle or 

note the answer that best describes you. 

 

1. Financial Management & Taxes 

• Am I comfortable making quarterly tax payments and tracking deductions? 

• ✅ Yes → Lean 1099 

• ❌ No → Lean W-2 

• Do I want to maximize tax deductions (housing, travel, licensing, CEUs, 

insurance)? 

• ✅ Yes → Lean 1099 

• ❌ No → Lean W-2 

 

2. Benefits & Stability 

• Do I need employer-provided health insurance, retirement contributions, or 

PTO? 

• ✅ Yes → Lean W-2 

• ❌ No (I can secure my own benefits) → Lean 1099 

• Do I prefer predictable paychecks with taxes withheld? 

• ✅ Yes → Lean W-2 

• ❌ No (I’m fine with variable income and self-managing taxes) → Lean 

1099 

 

3. Work Flexibility & Control 

• Do I want to choose my assignments, negotiate rates, and work with multiple 

agencies? 

• ✅ Yes → Lean 1099 

• ❌ No (I prefer assignments arranged for me) → Lean W-2 

• Am I okay with stricter facility control over my schedule and role? 

• ✅ Yes → Lean W-2 

• ❌ No (I want maximum independence) → Lean 1099 
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4. Compliance & Risk 

• Am I willing to formalize my business (LLC, EIN, liability insurance, contracts)? 

• ✅ Yes → Lean 1099 

• ❌ No → Lean W-2 

• Am I comfortable with the risk of reclassification or audit under 2025 rules? 

• ✅ Yes → Lean 1099 

• ❌ No → Lean W-2 

 

5. Long-Term Goals 

• Do I see myself building a business identity as a healthcare professional 

(branding, multiple clients, independence)? 

• ✅ Yes → Lean 1099 

• ❌ No (I want traditional employment benefits and security) → Lean W-2 

 

Scoring 

• If most of your answers lean 1099 → You may value independence, higher earning 

potential, and flexibility, but you’ll need to prepare for stricter compliance in 2025. 

• If most of your answers lean W-2 → You may prioritize stability, benefits, and 

reduced compliance risk, even if it means slightly lower take-home pay. 

When you take a travel nursing job, your pay package includes more than just an hourly 

wage. Your total compensation often has several parts: base pay, housing stipends, 

per diems, and sometimes bonuses, each with different tax rules. Understanding how 

these pieces fit together helps you know exactly what you’ll earn and what is taxable. 

Frequently Asked Questions 

1. What’s changing in 2025 for 1099 contractors? 

Starting in 2025, federal and state regulators are applying stricter standards to determine 

whether workers are truly independent contractors or should be classified as employees. 

For healthcare travelers, this means agencies and facilities will face more scrutiny on how 

they classify you. 
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2. Why does this matter for healthcare travelers? 

If you’re misclassified as a 1099 contractor when you should be a W-2 employee, 

agencies and facilities could face penalties, and you could lose access to certain tax 

deductions. Many staffing agencies may shift travelers to W-2 status to reduce their risk. 

3. What factors determine if I’m a 1099 or W-2? 

Key factors include: 

• Control: Who sets your schedule and directs your work? 

• Integration: Are you performing the same duties as staff employees? 

• Economic Dependence: Do you rely on one agency/facility for most of your 

income? 

• Business Identity: Do you operate as a business (LLC, EIN, insurance, multiple 

clients)? 

• Tools & Supplies: Do you provide your own resources, or use the facility’s 

exclusively? 

4. Can I still work as a 1099 healthcare traveler in 2025? 

Yes — but you’ll need to strengthen your business identity. This may include: 

• Forming an LLC or other business entity 

• Carrying your own liability insurance 

• Working with multiple agencies or facilities 

• Issuing invoices and keeping separate business records 

5. What are the risks of staying 1099 under the new rules? 

• Higher chance of being reclassified as a W-2 employee 

• Potential audits or back taxes if the IRS or state challenges your status 

• Agencies may stop offering 1099 contracts altogether to avoid liability 

6. What happens if I’m reclassified as W-2? 

You would: 

• Have taxes withheld by your employer 

• Likely earn a lower base rate compared to 1099 

• Gain access to benefits (health insurance, retirement plans, PTO) 

• Lose the ability to deduct travel, housing, licensing, and other business expenses 

7. What are the pros of staying 1099? 

• Higher gross pay rates 

• Ability to deduct business expenses 

• Flexibility to work with multiple agencies and negotiate terms 

• More control over your professional identity 
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8. What are the pros of switching to W-2? 

• Employer handles tax withholding and compliance 

• Access to benefits and legal protections 

• Lower risk of audit or misclassification issues 

• More predictable paychecks 

9. How can I prepare now for 2025? 

• Review your contracts for clear independent contractor language 

• Consider setting up a business entity (LLC, S-Corp) 

• Keep detailed records of expenses and invoices 

• Diversify your client base (don’t rely on just one agency/facility) 

• Talk with a tax professional or attorney who understands healthcare travel 

10. Where can I get help? 

• Tax professionals who specialize in travel healthcare workers 

• Employment attorneys familiar with contractor classification rules 

• Professional associations (e.g., travel nursing or allied health groups) 

• Your staffing agency — ask how they plan to handle classification in 2025 

Key Takeaway 

The 2025 rules don’t eliminate 1099 travel work, but they do raise the bar. To stay 

compliant, healthcare travelers must operate more like true business owners — or 

consider whether W-2 employment is a better fit for their goals. 
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