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The COVID-19 pandemic is creating acute shortages of healthcare providers in crisis areas. 
Although research has highlighted that both pharmacists and nurse practitioners can play a 
greater role in assisting with the crisis,1 doctors nevertheless remain the most highly trained 
health professionals and are sorely needed. The governors in Michigan and New York have made 
public pleas for more doctors to come to those states and assist with the crisis.2 Recent research 
has highlighted emergency occupational licensing reforms enacted in states to combat the crisis.3 
However, several additional roadblocks prevent retired, out-of-state, and aspiring physicians from 
responding to critical needs.

In this piece, we highlight the roadblocks that insurance companies and the licensing process 
continue to present to physicians trying to respond to the crisis. To alleviate these challenges, we 
make the following recommendations:

1. Many insurers have not yet agreed to even begin credentialing physicians holding out-of-
state licenses; Medicare is not credentialing physicians with out-of-state licenses either, 
unless those physicians have current Medicare privileges. Insurance companies should 
follow Medicare’s example immediately.

2. State licensing boards should have a mandate to process licenses expeditiously, with a set 
maximum processing time, to ensure adequate supply of physicians in their state.

3. States should continue recognition of out-of-state physician licenses as a permanent 
reform.

This special edition policy brief is intended to promote effective ideas among key decision-makers in response to the  
COVID-19 pandemic. It has been internally reviewed but not peer reviewed.

For more information, contact the Mercatus media team at 703-993-9967 or media@mercatus.gmu.edu.
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INSURANCE COMPANIES SHOULD ALLOW CREDENTIALING FOR ALL LICENSED 
PHYSICIANS
Given President Trump’s declaration of a federal emergency, the Stafford Act waives the require-
ment that doctors hold licenses in the state where they are providing services for the purposes of 
Medicare, Medicaid, and the State Children’s Health Insurance Program.4 In addition, Medicare 
recently updated guidance to waive the requirement for in-state licenses, as long as the provid-
ers are registered under Medicare elsewhere.5 Although these reforms are both important steps, 
barriers remain for providers coming out of retirement and for new physicians who have not yet 
registered under Medicare. Both of these groups are still required to obtain an in-state license and 
then undergo Medicare credentialing.

As of April 1, many private insurance companies we have contacted have not agreed to even begin 
the credentialing process for physicians who do not hold in-state licenses.6 Private insurance com-
panies may wish to take extra precautions to make sure that quality standards are maintained. It 
is not clear, however, that delaying this process would improve quality standards set by both the 
state and hospital credentialing process.

The current stalemate puts hospitals in a potential financial bind: they can hire new or previously 
retired physicians but will be unable to bill insurance companies for any care provided by these 
physicians. Thus, the care provided by this group of providers becomes a strictly loss-making 
charitable measure. From a financial standpoint, this is not sustainable.

To alleviate these challenges, we recommend that Medicare immediately begin credentialing 
licensed physicians regardless of previous Medicare enrollment, in accordance with the Stafford 
Act. Private insurance companies should be strongly encouraged to follow this example.

STATE LICENSING SHOULD BE ACCELERATED
In addition to the credentialing barrier created by insurance, medical licensing is a lengthy pro-
cess, usually taking three to nine months, depending on state.7 Much of this work is redundant and 
includes verification of medical training, background checks, and other state licenses. Generally, 
this process must be repeated for each new state license obtained.

Accordingly, the present state of emergency has not significantly affected the length of time for 
processing a state license, which is crucial for insurance credentialing, as described earlier.8 
Reactivation of a license also remains a time-consuming process in many states (although oth-
ers have adopted or are investigating various emergency measures to streamline this process).9 
Thus, retired or out-of-state doctors trying to help out with the pandemic may still face a wait of 
several months.
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Verifying diplomas and board scores, as well as monitoring for malpractice, are important roles of 
medical boards. However, many boards have gone far beyond this core mandate, thereby contrib-
uting to processing delays.10 In part, this expansion has been enabled by state boards’ mandates 
to protect consumers from the incompetent practice of medicine; yet no countervailing mandate 
exists to protect the health of the public by ensuring an adequate supply of healthcare providers.

In addition to their present mandate for consumer protection, state licensing boards should have 
a mandate to ensure adequate and flexible physician supply via expeditious processing of license 
applications. This recommendation is not only valid for times of crisis, it should also be extended 
indefinitely to ease persistent shortages in primary care.

INTERSTATE MEDICAL LICENSING RECOGNITION SHOULD BE CONTINUED
As already noted, the physician licensure process presents redundancies for new physicians as 
well as physicians licensed in good standing seeking to practice in a new state. Some authorities 
have recognized this redundancy and have offered new services as a result. Federation Credentials 
Verification Service (FCVS) serves as a storehouse of physician credentials.11 The Uniform Appli-
cation also retains application information that can be reused for multiple state medical boards.12 
Although these services are welcome additions, neither is fully effective at reducing redundancy 
or shortening processing times.

Physician licensing requirements are generally uniform across states.13 The redundancy in obtain-
ing licenses to practice in additional states is hard to justify from a public health standpoint. Rec-
ognizing out-of-state licenses is certainly sensible in a pandemic, but many parts of the United 
States faced a shortage of medical professionals even before this crisis. Current reciprocity efforts 
have attempted to address this need but do not go far enough, covering only a minority of cases, 
such as physicians living on the edge of one state and commuting to another.14 To further alleviate 
this need now and into the future, states should make permanent the Stafford Act’s recognition 
of out-of-state licenses to minimize the duplication of labor that has allowed license processing 
to become so heavily encumbered.

The United States faces a medical crisis not seen since the 1918 flu pandemic. The crisis has only 
exacerbated existing problems with the provision of physician care. Policymakers have been quick 
to respond, but barriers remain, and we believe the solutions offered in this piece will help allevi-
ate the strain today and help moving into the postcrisis world.
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