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ANTIQUATED STATE CORPORATE PRACTICE OF MEDICINE 
LAW DRIVES UP HEALTHCARE COSTS

Passed in 1970, Tennessee’s Corporate Practice of Medicine Law prevents hospitals from directly employing four types of 
doctors – emergency room physicians, radiologists, pathologists, and anesthesiologists. Instead, hospitals must contract 
with outside companies that act as third parties in the arrangement and drive up costs. Hospitals can and do directly 
employ many other types of physicians in arrangements that improve quality and care coordination for patients.  

This legal restriction also negatively impacts patients. The firms employing these physicians may or may not elect to 
participate with the same insurers as the hospital, creating confusion for patients. There is a more significant impact on 
patient care in children’s hospitals since these outside companies are often unable or unwilling to meet the need for 
pediatric specialists in these fields. 

The Federal No Surprises Act, implemented January 1, 2022, prevents the companies employing these physicians from billing patients directly 
for services as they have in the past. The resulting decrease in reimbursement has resulted in these companies demanding large increases to 
their contracts with hospitals and has contributed to the recent bankruptcy of two large Tennessee-based companies involved in providing 
these services. These bankruptcies and business closures have threatened access to care, while the state Corporate Practice of Medicine Act 
has left hospitals with unnecessarily limited options to ensure continued access to these important services. Tennessee’s corporate practice  
of medicine law should be repealed.

In a recent survey of Tennessee hospitals, 57.53 percent noted 
increases in subsidies to these specialties of 10 percent or more, with 
26.03 percent highlighting increases of 20 percent or more. The trend 
of increased subsidies is just beginning, and hospitals fully expect 
subsidies for hospital-based physician services to further increase 
over the next year.  
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