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Under the Patient Protection and Affordable Care Act (PPACA), Medicaid
enrollment is expected to grow by 16 million people by 2019, an increase

of more than 25 percent. Given the unwillingness of many primary care
physicians (PCPs) to treat new Medicaid patients, policy makers and others
are concerned about adequate primary care capacity to meet the increased
demand. States with the smallest number of PCPs per capita overall—gen-
erally in the South and Mountain West—potentially will see the largest per-
centage increases in Medicaid enrollment, according to a new national study
by the Center for Studying Health System Change (HSC). In contrast, states
with the largest number of PCPs per capita—primarily in the Northeast—
will see more modest increases in Medicaid enrollment. Moreover, geograph-
ic differences in PCP acceptance of new Medicaid patients reflect differences
in overall PCP supply, not geographic differences in PCPs’ willingness to
treat Medicaid patients.

The law also increases Medicaid reimbursement rates for certain services
provided by primary care physicians to 100 percent of Medicare rates in
2013 and 2014. However, the reimbursement increases are likely to have
the greatest impact in states that already have a large number of PCPs
accepting Medicaid patients. In fact, the percent increase of PCPs accepting
Medicaid patients in these states is likely to exceed the percent increase of
new Medicaid enrollees. The reimbursement increases will have much less
impact in states with a relatively small number of PCPs accepting Medicaid
patients now because many of these states already reimburse primary care
at rates close to or exceeding 100 percent of Medicare. As a result, growth in

Medicaid enrollment in these states will greatly outpace growth in the num-

ber of primary care physicians willing to treat new Medicaid patients.

Will Medicaid Coverage
Ensure Access?

Under federal health reform, Medicaid eli-
gibility will expand to cover as many as 16
million more poor and low-income adults
by 2019." Although the coverage expansion
is expected to substantially increase access to
medical care, many are concerned that the
increased demand will exceed the capacity
of local health care delivery systems, par-
ticularly the supply of primary care physi-
cians. Thus, while health reform is likely to
decrease financial barriers to care, other bar-
riers—especially the availability of physicians
and the ability to get timely appointments—
could increase.

Physician capacity is a special concern in
Medicaid because fewer physicians accept
Medicaid patients relative to Medicare and
privately insured patients, primarily because
of low reimbursement rates.” To address this,
PPACA, as amended by the Health Care
and Education Reconciliation Act of 2010,
increases Medicaid reimbursement rates for
certain evaluation and management services
provided by primary care physicians to 100
percent of Medicare rates in 2013 and 2014.
The impact of the reimbursement increase
likely will be limited because of its tempo-
rary nature and exclusion of other services
provided by PCPs and any services provided
by medical and surgical specialists.” In
addition, other factors contribute to physi-
cians’ willingness to treat Medicaid patients,
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Potential problems with
Medicaid physician capacity
likely will vary considerably
across states because of differ
ences in states’ overall physi-
cian supply and Medicaid
reimbursement rates, which
affect the number of physicians

who accept Medicaid patients.

including delayed reimbursement, paper-
work and high administrative burden,
and low compliance among patients.’

Potential problems with Medicaid
physician capacity likely will vary consid-
erably across states because of differences
in states’ overall physician supply and
Medicaid reimbursement rates, which
affect the number of physicians who
accept Medicaid patients.” In addition,
states also differ in terms of the relative
number of people currently enrolled
in Medicaid, as well as the number of
people who will gain Medicaid eligibility
in 2014.° Ideally, states with the greatest
increase in Medicaid enrollment would
be the same states that experience the
greatest increase in PCP capacity when
reimbursement rates for primary care
rise. Conversely, PCP shortages in some
states will get much worse if there are
large increases in Medicaid enrollment
that outpace any gains in Medicaid PCP
capacity.

The objective of this study was to
examine state variation in Medicaid PCP
supply, taking into account:

o the overall supply of PCPs in the state;

o the proportion of PCPs who accept
Medicaid patients; and

o the number of nonelderly Medicaid
enrollees in the state.

The study also examines how state
variation in Medicaid PCP supply is likely
to change after the eligibility expansions
take place in 2014. The analysis takes into
account both the potential number of
new Medicaid enrollees in a state, as well
as the potential increase in the number of
PCPs accepting Medicaid patients when
reimbursement rates for primary care ser-
vices increase to 100 percent of Medicare.
The key question is whether changes in
Medicaid PCP supply are likely to be con-
sistent with changes in Medicaid enroll-
ment—in other words, will states with the

largest Medicaid enrollment increase also
see the largest increases in Medicaid PCP

supply?

How the Study Was Done

Consistent with the definition used in
the PPACA, primary care physicians are
defined in this study to include physi-
cians who specialize in general internal
medicine, family practice or general
pediatrics. The study classified states into
three groups—low-, medium-, and high-
PCP states—based on the ratio of PCPs
to the nonelderly U.S. population in 2008,
using the Health Resources and Services
Administration (HRSA) Area Resource
File. Low-, medium-, and high-PCP states
were determined based on the distribu-
tion of the U.S. population into these
groups (i.e. 25% of the U.S. population are
in low-PCP states, and 25% are in high-
PCP states).

Medicaid PCP supply in each state
group is based on estimates of the per-
centage of PCPs reporting they were
accepting all or most new Medicaid
patients, using HSC’s nationally repre-
sentative 2008 Health Tracking Physician
Survey (see Data Source and Methods).
These percentages are then applied to
the total number of PCPs in each of the
three groups of states to obtain estimates
of the total number of PCPs accepting
Medicaid patients. A ratio of the number
of Medicaid PCPs to the total number
of Medicaid enrollees within each of the
three groups is computed, using state esti-
mates of the number of nonelderly per-
sons enrolled in Medicaid for 2008 from
Kaiser State Health Facts.

The effect of increasing Medicaid
reimbursement rates on Medicaid PCP
supply is based on a regression model
that links state-level Medicaid reimburse-
ment rates for primary care services
(as a percentage of Medicare rates) to
the physician survey data, and that also
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Data Source and Methods

This Research Brief presents findings from
the HSC 2008 Health Tracking Physician
Survey, a nationally representative mail
survey of U.S. physicians providing at least
20 hours per week of direct patient care.
The sample of physicians was drawn from
the American Medical Association (AMA)
master file and included active, nonfed-
eral, office- and hospital-based physicians.
Residents and fellows were excluded, as
well as radiologists, anesthesiologists and
pathologists. The survey includes respons-
es from more than 4,700 physicians, and
the response rate was 62 percent. The
sample used for this analysis includes 1,748
physicians who identified their primary
specialty as general internal medicine, fam-
ily practice or general pediatrics.

In addition, physicians who practice on
staff at a hospital or in an emergency room
were excluded from the sample, but physi-
cians in an office-based practice owned
by a hospital or academic medical center
were included. Estimates from this survey
should not be compared to estimates from
HSC’s previous Community Tracking
Study physician surveys because of changes
in the survey administration mode from
telephone to mail, question wording, skip
patterns, sample structure and population
represented. More detailed information on
survey content and methodology can be
found at www.hschange.org.

Classification of states based on the
supply of primary care physicians. States
were initially classified into three groups
based on their overall number of nonfed-
eral PCPs relative to the size of the non-
elderly population in 2008. Consistent with
the definition used in the PPACA, PCPs
include physicians who indicate their spe-
cialty as general internal medicine, family
practice or general pediatrics. Thresholds
for determining low-, medium-, and
high- PCP-supply states are based on the
distribution of the U.S. population. Low-

PCP states comprise approximately 25
percent of the U.S. population, while high-
PCP states comprise another 25 percent

of the population. Medium-PCP states
comprise about half of the U.S. population.
Information on state-level-PCP supply for
2008 is based on the Area Resource File
maintained by HRSA.

Medicaid PCP supply within each of the
three groups was based on estimates of the
percentage of PCPs who reported that they
were accepting all or most new Medicaid
patients in the 2008 Health Tracking
Physician Survey. The survey does not
permit state-specific estimates of the per-
centage of physicians accepting most or
all new Medicaid patients. However, the
sample of physicians is representative of
the nation and groups of states, including
the low-, medium-, and high-PCP states as
previously defined. Estimates of Medicaid
acceptance within each of the groups
reflect the weighted average for that group.

The percentage of PCPs accepting
Medicaid patients based on the survey
data is then applied to the total number
of PCPs within each group (as previously
described) to obtain the total number of
PCPs accepting Medicaid patients. A ratio
of the number of Medicaid PCPs (i.e. PCPs
accepting Medicaid patients) to the total
number of Medicaid enrollees within each
of the three groups is computed, using
state estimates of the number of nonelderly
persons enrolled in Medicaid for 2008
from Kaiser State Health Facts.

Increase in Medicaid acceptance by
PCPs based on increase in reimburse-
ment rates. Determining the potential
increase in the number of PCPs accepting
Medicaid patients when reimbursement
is increased to 100 percent of Medicare is
based on multivariate regression analysis.
Consistent with prior research, the regres-
sion model assumes that willingness to
accept all or most new Medicaid patients
on the part of PCPs is a function of state-
level Medicaid reimbursement rates for

primary care services (as a percentage of
Medicare rates) as well as other physician,
practice and patient characteristics; the
relative size of the Medicaid population

in the state; and health care market fac-
tors (see Supplementary Tables 1 and 2 for
a complete set of variables and results).”
The results for the effect of state-level
Medicaid reimbursement rates for primary
care services are then used to simulate

the marginal percentage point increase

in Medicaid acceptance for each of the
three PCP-supply groups assuming that
Medicaid reimbursement rates for primary
care services are equal to Medicare.’

For example, to simulate the effect of
increasing reimbursement rates to 100
percent of Medicare in low-PCP states, the
difference between 100 percent and the
current average reimbursement rate for
low-PCP states (81.6 percent) is applied
to the regression coefficient for Medicaid
reimbursement rate (0.214). The result
reflects the percentage point increase in
Medicaid acceptance rates (3.9) among
PCPs in low-PCP states if Medicaid reim-
bursement rates were increased to 100 per-
cent of Medicare. The simulated percent
of PCPs accepting Medicaid patients is
then applied to the total number of PCPs
in low-PCP states to derive an estimate of
the number of PCPs accepting Medicaid if
reimbursement rates were increased to 100
percent of Medicare.

Estimates of the effects of reimburse-
ment on Medicaid acceptance are comput-
ed for all PCPs—general internal medicine,
family practice and pediatricians—and
with pediatricians excluded. Since the vast
majority of the new Medicaid enrollees
under the eligibility expansions will be
adults, it's important to assess the effects
of reimbursement changes after excluding
pediatricians. Estimates of the change in
Medicaid eligibility and enrollment after
implementation of the PPACA are based
on projections by the Urban Institute.’
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Figure 1
State Variation in the Supply of Primary Care Physicians (PCPs)
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accounts for other differences in physician
and patient characteristics and health care
market factors. The regression model is
used to simulate the percent of PCPs who
would accept all or most new Medicaid
patients if reimbursement levels were
equal to 100 percent of Medicare. These
simulated percentages are then applied to
the total number of PCPs within each state
group to estimate the potential impact

of Medicaid reimbursement increases on
Medicaid PCP supply.

Geographic Variation

in PCP Supply

Primary care physician supply varies con-
siderably by region of the country. States
with the highest levels of PCP supply—
relative to the population—are concen-
trated almost entirely in the Mid-Atlantic
and Northeast, while states with the lowest
PCP supply are concentrated largely in

the South and Mountain West (see Figure
1). In part, this reflects the higher levels

of PCP supply in urban areas—which are
more prevalent in the Northeast—while
small towns and rural areas are more prev-
alent in southern and western states.

Low- and high-PCP states also vary by
state Medicaid program characteristics.
Importantly, Medicaid reimbursement
rates for primary care—as a percentage of
Medicare rates—are much higher on aver-
age in low-PCP states (81.6%) compared
to high-PCP states (54.8%) (see Table 1).
The low-PCP states include six—Idaho,
Oklahoma, Wyoming, Alaska, North
Carolina and Arizona—with reimburse-
ment rates that are 95 percent of Medicare
or higher.

Currently, there is little or no differ-
ence between high- and low-PCP states in
terms of the proportion of the nonelderly
population enrolled in Medicaid, despite
the fact that low-PCP states have a higher
proportion of poor and low-income per-
sons (less than 133% of poverty) compared
to high-PCP states. Low-PCP states tend
to have more restrictive Medicaid eligibil-
ity, as exemplified by the fact that only
one— Arizona—currently allows Medicaid
eligibility for at least some parents or
childless adults with incomes above 100
percent of poverty. By contrast, all but
one—Pennsylvania—of the high-PCP
states have expanded Medicaid eligibility

up to or beyond 100 percent of poverty to at
least some parents or childless adults. Low-
PCP states also tend to have more unin-
sured residents and fewer privately insured
persons.

Acceptance of New
Medicaid Patients

Nationally, 42 percent of primary care
physicians were accepting all or most new
Medicaid patients in 2008 (see Table 2).This
is considerably lower than the 61 percent of
PCPs accepting all or most new Medicare
patients and the 84 percent accepting all or
most privately insured patients. On average,
there is no variation in Medicaid acceptance
rates among PCPs depending on the over-
all level of PCP supply in the state. This is
unexpected given that low-PCP states have
substantially higher Medicaid reimburse-
ment for primary care on average compared
to high-PCP states.

Lack of variation in PCP acceptance
of new Medicaid patients among the three
groups of states reflects two factors:

o reimbursement rates have a relatively
modest effect on PCP participation in
Medicaid when accounting for other dif-
ferences in physician and practice charac-
teristics, and;

o there are a number of other factors, such
as practice type and ownership, that
increase Medicaid participation among
PCPs, and some of these factors are more
prevalent in states with high-PCP supply.

Regression analysis is used to examine
the effects of Medicaid reimbursement rates
on PCP acceptance of Medicaid patients,
while accounting for differences in phy-
sician practice, patient and health care
market characteristics. These results show
that higher Medicaid reimbursement rates
are associated with a greater probability of
PCPs accepting all or most new Medicaid
patients, although the effects are relatively
modest. For PCPs, a 10-percentage point
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increase in the Medicaid/Medicare fee ratio
for primary care is associated with only

a 2.1-percentage-point increase in PCP
Medicaid patient acceptance (see Table

3). Excluding pediatricians, the effect of
reimbursement on Medicaid acceptance is
slightly higher.

The modest effect of Medicaid reim-
bursement levels reflect in part the impor-
tance of other factors that affect PCP
decisions to accept Medicaid patients. For
example, independent of reimbursement
levels, acceptance of Medicaid patients is
more likely among male PCPs; those prac-
ticing in hospitals and academic medical
centers rather than solo or group practices;
those employed by their practices vs. being
full or part owners of their practices; and
PCPs practicing in lower-income and rural
areas. Some of these factors offset low
reimbursement rates because they are more
prevalent in states with higher-PCP supply,
such as the percentage of PCPs who are
affiliated with academic medical centers
and hospitals.

Even if PCPs were similar on these other
factors, Medicaid acceptance would only
be modestly higher in low-PCP states (i.e.
states that have higher reimbursement lev-
els). In other words, if PCPs in low-supply
states were similar to PCPs in high-supply
states on all measured factors other than
level of reimbursement, Medicaid accep-
tance would be 5.7 percentage points
higher in low-PCP states compared to
high-PCP states."

State Differences in Relative
Supply of Medicaid PCPs

Combining data on the number of PCPs
with the percentage accepting Medicaid
patients within each of the three groups
of states shows that there are 38.2 PCPs
accepting Medicaid patients for every
10,000 nonelderly enrollees in high-PCP
states, compared to 22.9 PCPs in low-PCP
states. In other words, Medicaid PCP sup-
ply is 1.67 times higher in high-supply

Table 1
Characteristics of States' Primary Care Physician (PCP) Supply
: LEVEL OF PCP SUPPLY IN STATE
. OVERALL Low : Meprum : HiGH
¢ US. : :
Average PCP Supply per 10,000
Nonelderly Persons in State, 2008 128 98 12.7 16:5
Average Medicaid/Medicare Fee Ratio
for Primary Care, 2008 66.2% 81.6% 64.3% 54.8%
Low-Income Population
(<133% of poverty) 24.7% 26.9% 23.3% 22.3%
Nonelderly Enrolled in Medicaid 16.8% 17.0% 16.3% 17.6%
Nonelderly Adults Enrolled in Medicaid 10.5% 9.3% 10.2% 12.3%
Nonelderly Who are Uninsured 16.8% 20.1% 16.5% 12.6%
Nonelderly with Private Insurance 63.1% 58.9% 63.8% 67.7%

Notes: States are classified based on the number of nonfederal PCPs per 10,000 nonelderly persons. Low-supply states have less
than 11.5 PCPs per 10,000 nonelderly persons; medium-supply states have between 11.5 and 15; high-supply states have more than
15. The definition of primary care physician includes those with specialties in general internal medicine, family practice and gen-
eral pediatrics derived from the Health Resources and Services Administration 2008 Area Resource File.

Sources: (1) Level of PCP supply in state based on the 2008 Health Resources and Services Administration Area Resource File; (2)
average Medicaid/Medicare fee ratio is derived from Zuckerman, Stephen, et al., “Trends In Medicaid Physician Fees, 2003-2008,”
Health Affairs, Web exclusive (April 28, 2009); (3) all other estimates obtained through Kaiser State Health Facts Online Database
(www.statehealthfacts.org).

Table 2

Acceptance of New Patients by Level of Primary Care Physician (PCP)
Supply in the State

LeVEL OF PCP SUPPLY IN STATE
. OVERALL Low : Meprum : HicH
¢ US. : :
PCPs Accepting All or Most New Patients
Medicaid 41.5% 39.6% 42.6% 40.9%
Medicare 614 56.9 64.2* 60.1
Privately Insured 84.2 85.4 85.3 80.6*

* Difference with low-PCP states is statistically significant at .05 level.

Notes: States are classified based on the number of nonfederal PCPs per 10,000 nonelderly persons. Low-supply states have less
than 11.5 PCPs per 10,000 nonelderly persons; medium-supply states have between 11.5 and 15; high-supply states have more than
15. The definition of primary care physician includes those with specialties in general internal medicine, family practice and gen-
eral pediatrics derived from the Health Resources and Services Administration 2008 Area Resource File.

Source: HSC 2008 Health Tracking Physician Survey

states compared to low-supply states (see adults—excluding pediatricians and chil-

Table 4). Since there is little variation in dren less than age 18 from the calculations.
Medicaid acceptance rates among PCPs Medicaid physician supply for adults is
across the three groups, this difference is 1.16 times higher in high-PCP states com-
almost entirely a result of differences in the  pared to low-PCP states and is highest in

medium-PCP states (57.3 PCPs per 10,000

nonelderly adult Medicaid enrollees). The

overall supply of PCPs.
However, these differences are nar-
rowed considerably when focusing only smaller difference when including only

on Medicaid PCP capacity for nonelderly adult Medicaid enrollees reflects the larger
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Table 3

Effect of Medicaid Reimbursement on Primary Care Physicians' (PCPs)
Acceptance of New Medicaid Patients

ALL PCPs PCPs
(INCLUDING ! (EXCLUDING
PEDIATRICIANS)' : PEDIATRICIANS)
PCPs accepting all or most new Medicaid 41.5% 38.5%

patients

Percentage point increase in Medicaid accep- :
tance if the Medicaid/Medicare fee ratio : 2.1 : 2.4
increased 10 percentage points : :

Percentage point difference in Medicaid
acceptance between low-PCP states and
high-PCP states attributable to differences in
Medicaid reimbursement

5.7 6.3

Notes: Estimates are based on OLS regression that controls for other physician characteristics, physician practice characteristics,
patient mix and revenue, health system and market characteristics, and other state characteristics. See Supplementary Tables 1 and
2 for more detailed description of variables used in the regression analysis and presentation of full regression results.

! Medicaid/Medicare fee ratio is based on primary care services for PCPs.

Sources: Data on individual physicians (including acceptance of new Medicaid patients) based on HSC's 2008 Health Tracking
Physician Survey. State-level Medicaid/Medicare fee ratio based on Zuckerman, Stephen, et al., “Trends In Medicaid Physician Fees,
2003-2008,” Health Affairs, Web exclusive (April 28, 2009).

Table 4
Supply of Primary Care Physicians (PCPs) Accepting Medicaid
: LEVEL OF PCP SUPPLY IN STATE
:OveraLL| Low : Meprum @ HigH
¢ US. : :
Number of PCPs Accepting Medicaid per 10,000 Medicaid Enrollees'
All Nonelderly, includes Pediatricians o317 229 i 331 G 382
Nonelderly Adults, excludes 532 | 438 : 573 i 507
Pediatricians : :
Change After Reform
Change in Medicaid Enrollment’ 27.4% 38.2% 28.2% 15.3%
Change in PCPs Accepting Medicaid
Patients’
Including Pediatricians 17.6% 9.8% 18.1% 23.5%
Excluding Pediatricians 20.8% 11.8% 20.6% 29.8%

Notes: States are classified based on the number of nonfederal PCPs per 10,000 nonelderly persons. Low-supply states have less
than 11.5 PCPs per 10,000 nonelderly persons; medium-supply states have between 11.5 and 15; high-supply states have more than
15. The definition of primary care physician includes those with specialties in general internal medicine, family practice and gen-
eral pediatrics derived from the Health Resources and Services Administration 2008 Area Resource File.

! Based on HSC 2008 Health Tracking Physician Survey estimates of the percentage of PCPs accepting all or most new Medicaid
patients within each group of states, applied to the total number of PCPs within each group, as reflected in the Area Resource File.
The number of nonelderly is derived from the Kaiser State Health Facts Online Database (www.statehealthfacts.org).

2 Based on state-level estimates of change in Medicaid enrollment as reported in Holahan, John, and Irene Headen, Medicaid
Coverage and Spending in Health Reform: National and State-by-State Results for Adults at or Below 133% FPL, Kaiser Commission
on Medicaid and the Uninsured, Washington, D.C. (May 2010).

3 Based on HSC 2008 Health Tracking Physician Survey estimates of the increase in the percentage of PCPs accepting all or most
new Medicaid patients within each group of states, assuming that Medicaid reimbursement for primary care services is 100% of
Medicare and applied to the total number of PCPs within each group.

number of adult Medicaid enrollees in
high-PCP states—where eligibility stan-
dards are more generous—compared to
low-PCP states where Medicaid eligibility
for adults above the poverty level is rare.

Potential Effects
of Health Reform

More restrictive Medicaid eligibility stan-
dards in low-PCP states mean that they
will potentially experience a much larger
increase in Medicaid enrollment when
eligibility for adults expands to 133 percent
of poverty, compared to states with higher-
PCP supply. Based on state-level projec-
tions by the Urban Institute, Medicaid
enrollment under the reform law’s eligibil-
ity expansion could increase as much as
38 percent in low-PCP states on average,
compared to 15 percent in high-PCP states.
Most of these new enrollees will be adults.

Ironically, the fact that Medicaid reim-
bursement for primary care is already
relatively high in low-PCP states means
that the temporary increase in Medicaid
reimbursement rates for primary care will
have less impact on increasing the supply
of Medicaid PCPs in these states compared
to high-PCP states. This is demonstrated
by using the state variation in Medicaid
reimbursement rates and the same regres-
sion analysis described previously to
simulate the increase in PCP acceptance
of Medicaid patients if reimbursement for
primary care is increased to 100 percent of
Medicare. The results show that for low-
PCP states, an increase from the current
average of 81.6 percent to 100 percent of
Medicare rates will result in only about
a 10-percent increase in Medicaid PCP
supply. This means that for states that
currently have a low supply of PCPs, the
percent increase in Medicaid enrollment
under the reform law will be almost four
times greater than the percent increase in
Medicaid PCP supply.

In contrast, for high-PCP states, an
increase from the current average of 54.8



Center for Studying Health System Change

Research Brief No. 19 ® March 2011

percent to 100 percent of Medicare rates
will result in a 23.5-percent increase in
Medicaid PCP supply, gains that will likely
exceed the increase in Medicaid enroll-
ment. This reflects both low average reim-
bursement rates in high-PCP states—which
means the effect of the reimbursement
increase will be greater—and the higher
number of adults who are currently eli-
gible for and enrolled in Medicaid. In sum,
Medicaid PCP supply will likely increase
the most in states that already have the
largest PCP supply relative to the Medicaid
population, while shortages of PCPs for
Medicaid enrollees are likely to grow

even worse in states that already have low
Medicaid PCP supply.

For the roughly half of the U.S. popula-
tion who currently live in medium-PCP
states, gains in enrollment will also exceed
increases in Medicaid PCP supply in per-
centage terms, although the gap is not as
large as for low-PCP states. Thus, most
of the nation will likely observe Medicaid
enrollment increases that exceed increases
in Medicaid PCP supply.

Supply of Specialists
State variation in the supply of medical and
surgical specialists for Medicaid is similar
to PCP supply. States that have high overall
supply of PCPs also have a greater supply
of specialists (see Table 5). Unlike for PCPs,
however, a higher percentage of special-
ists (58.4%) in low-PCP states accept most
or all new Medicaid patients, compared
to medium- and high-PCP states—where
48.5 percent and 50.6 percent of special-
ists, respectively, accept most or all new
Medicaid patients. Nevertheless, the supply
of specialists accepting Medicaid patients
relative to the number of Medicaid enroll-
ees is still much higher in high-PCP states
(92.1 specialists per 10,000 nonelderly
Medicaid enrollees compared to 59.5 in
low-PCP states).

Medicaid reimbursement levels for spe-

Table 5
Supply of Medical and Surgical Specialists Accepting Medicaid
: LEVEL oF PCP SUPPLY IN STATE
OVERALL Low : Meprum : HiGH
Us. : :
Average Specialist Supply per 10,000
Nonelderly Persons in State, 2008 237 174 222 324
Percentage of Specialists Accepting Most
or All New Medicaid Patients' >1.4% >8.4% 48.5% + 50.6%"
Number of Specialists Accepting Medicaid
Patients per 10,000 Medicaid Enrollees’ 69.9 595 65.7 92.1

*Difference with low-PCP states is statistically significant at .05 level.

Notes: States are classified based on the number of nonfederal PCPs per 10,000 nonelderly persons. Low-supply states have less
than 11.5 PCPs per 10,000 nonelderly persons; medium-supply states have between 11.5 and 15; high-supply states have more than
15. The definition of primary care physician includes those with specialties in general internal medicine, family practice and gen-
eral pediatrics derived from the Health Resources and Services Administration 2008 Area Resource File.

! Based on 2008 HSC Health Tracking Physician Survey

2 Based on 2008 HSC Health Tracking Physician Survey estimates of the percentage of medical and surgical specialists accept-
ing all or most new Medicaid patients within each group of states, applied to the total number of specialists within each group,
as reflected in the Area Resource File. The number of nonelderly Medicaid is derived from the Kaiser State Health Facts Online

Database (www.statehealthfacts.org).

cialists will not be affected under health
reform, which means the supply of special-
ists accepting Medicaid is unlikely to change
substantially. The number of specialists
accepting Medicaid patients relative to the
number of Medicaid enrollees will decrease
in all states but will probably decrease the
most in low-PCP states given higher poten-
tial growth in the Medicaid population.

Policy Implications

To address potential PCP shortages for
Medicaid patients as eligibility expands,
the reform law also calls for a temporary
increase in Medicaid reimbursement rates
for primary care. However, states that cur-
rently have the fewest number of PCPs
relative to the population—primarily in the
South and Mountain West—already have
Medicaid reimbursement rates close to or
exceeding Medicare rates and, therefore,
will see relatively little impact from the
increased Medicaid reimbursement rates.
States with low-PCP supply also tend to
have a high uninsured rate and few adults
above the federal poverty line who are cur-
rently eligible for Medicaid, so these states
will likely have the greatest enrollment
increases—and demand for medical care—

when the Medicaid eligibility expansions
occur in 2014.

A limitation of this analysis is that the
simulated rate increases assumed a perma-
nent increase in Medicaid reimbursement
relative to Medicare, while the rate increas-
es specified in the law are limited to 2013
and 2014. The temporary nature of the rate
increase may limit the incentive for more
physicians to accept Medicaid patients, in
which case the increase in Medicaid PCP
supply will be less than shown in this analy-
sis. While the federal government and/or
states have the option of extending these
increases beyond 2014, budgetary pressures
and uncertainty about what shortages will
develop when reform is implemented are
likely to preclude decisions on extensions.

Other PPACA provisions are designed
to increase the availability of primary care.
For example, the law includes a 10 percent
bonus in Medicare payments from 2011 to
2016 to PCPs for certain services. The law
also includes incentives for medical students
to choose primary care specialties through
new scholarship and loan repayment pro-
grams and to practice at least initially in an
underserved area. Under another PPACA
provision, the U.S. Department of Health
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Ffforts to increase the supply
of nurse practitioners and other
mid-level practitioners—such
as through increases in the
Nursing Student Loan Program
and funding for nurse-managed
health clinics—also are includ-
ed in the law to address loom-

ing shortages in primary care.

and Human Services (HHS) could choose
to address geographic PCP disparities by
redistributing unfilled hospital residency
positions for training primary care physi-
cians and general surgeons. Addressing
geographic disparities in primary care
supply also could be included in the crite-
ria that HHS develops to award grants to
hospitals and medical schools for develop-
ing training programs in primary care spe-
cialties, including a program designed to
recruit and train students likely to work in
rural, underserved areas.

Efforts to increase the supply of nurse
practitioners and other mid-level practi-
tioners—such as through increases in the
Nursing Student Loan Program and fund-
ing for nurse-managed health clinics—also
are included in the law to address looming
shortages in primary care. If nurse practi-
tioners are to be used to address shortages
in primary care, then it will be important
to resolve issues around their scope of
practice, or what they can do without direct
involvement or supervision of a physician.

Currently, most southern states with
low-PCP supply have some of the stron-
gest restrictions on scope of practice for
nurse practitioners—for example, they are
not allowed to diagnose, treat or prescribe
medicines to patients without the involve-
ment of physicians, according to Kaiser
State Health Facts. Such restrictions are
likely to limit the ability of nurse practi-
tioners to address primary care shortages,
especially in rural areas that may have few
or no physicians, although severe access
problems may ultimately induce these

states to ease scope-of-practice restrictions.

Nevertheless, it is doubtful that such
measures alone will alleviate the short-
ages likely to be encountered in states with
low-PCP supply and the largest increase
in Medicaid enrollment. Low-PCP supply
in these states likely developed over a long
period as a consequence of their compara-
tively low family incomes, high uninsured
rates, fewer academic medical centers and

fewer large cities, which made these states
less attractive to physicians relative to the
more-affluent and urbanized states of the
Northeast. Prior research has shown that
economic growth in an area increases

the supply of physicians, but that such
increases in supply lag economic growth
by about 10 years." While the PPACA may
not directly increase economic growth,

the large expansions in health insurance
coverage in low-PCP states may have a
comparable effect on the supply of physi-
cians, making these states more attractive
to physicians and other health care provid-
ers over time. Thus, the wide and growing
disparities in PCP supply across states sug-
gested by this study’s results may moderate
over time as health reform takes effect.

The measures of PCP acceptance of
Medicaid patients in this analysis did not
distinguish between fee-for-service and
managed care patients. Managed care
enrollment among Medicaid enrollees
has increased to about 70 percent for all
types of managed care (including primary
care case management) and 46 percent for
those in a comprehensive managed care
plan. The analysis accounted for the over-
all amount of physicians’ practice revenue
based on capitated payments, as well as
state differences in Medicaid managed care
penetration, but there was no information
in the survey data and no prior research
on whether PCPs are more or less likely to
accept Medicaid managed care vs. fee-for-
service patients.

Shortages of PCPs willing to treat
Medicaid patients could make it difficult
for Medicaid managed care plans to recruit
sufficient numbers of PCPs into their net-
works, although broader efforts to increase
the integration and coordination of primary
and specialty care may offset some of the
shortages. For example, other research
has shown that some PCPs do not accept
Medicaid patients because they have dif-
ficulty obtaining specialty referrals, which a
more integrated and coordinated approach



Center for Studying Health System Change

Research Brief No. 19 ® March 2011

Funding Acknowledgement: This
research was supported by the Robert
Wood Johnson Foundation.

CENTER for STUDYING

SYSTEM

RESEARCH BRIEFS are published by
the Center for Studying Health
System Change.

600 Maryland Avenue, SW
Suite 550

Washington, DC 20024-2512
Tel: (202) 484-5261

Fax: (202) 484-9258
www.hschange.org

President: Paul B. Ginsburg

to care delivery may mitigate.” More inte-
grated and organized systems of care also
can decrease Medicaid administrative bur-
dens, which physicians also frequently cite as
a reason for not accepting Medicaid patients.

Managed care plans also have flexibility
to pay PCPs at higher rates than they would
receive under fee-for-service Medicaid—a
tool plans can use to recruit PCPs and other
physicians into their networks. Shifting to
new payment models, such as performance-
based incentives and global payment—as
some states already are experimenting
with—may also permit higher payments
to physicians without necessarily increas-
ing program costs if successful, while at
the same time improving patient access to
medical homes and continuity of care.

As increases in reimbursement rates
alone cannot increase the supply of
Medicaid PCPs to levels necessary for the
likely growth in the Medicaid population,
combining payment reforms with delivery
system reforms will ultimately be essen-
tial to meet the long-term challenges of
increased demand and limited supply. m
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Supplementary Tables

Supplementary Table 1
Means and Proportions for Variables Used in Regression Analysis for Probability of Primary Care Physicians (PCPs)

Accepting Most or All New Medicaid Patients, by Overall PCP Supply in the State

LEVEL OF PCP SUPPLY IN STATE : LEVEL OF PCP SUPPLY IN STATE

Low : Meprum - HiGH : Low : Meprum - HiGH

State Medicaid Fees for Primary Care Services, as a 0816 D0.643* D 0.548* Mix of Patients and Revenue in Practice

Percentage of Medicare Fees

Percent Black D164 ¢ 125 1 165
Physician Characteristics + + +
T T T Percent Hispanic : 171 : 15.8 o 1277
Female (compared with male) . 0273 o 0.342% : 0.396* + + +
Percent Asian : 36 : 6.1* VA
Race/Ethnicity (compared with white) + + +
- + + Percent with Chronic Conditions ;543 : 541 ;538
Black : 0.045 :0.028 : 0.056 + + +
T + + Percent that Speak Language other than English : 48 : 48 . 55
Hispanic . 0075 : 0.066 . 0.039* + + +
" + + Percent of Revenue from Medicaid . 185 . 166 ;166
Asian . 0163 o 0179 ;0195 + + +
- + + Percent of Revenue from Medicare 297 : 297 . 306
Other ;0013 : o 0.022 :0.004 + + +
" + + Percent of Revenue that is Capitated 84 :18.5% ;o 15.6%
Is D.O. (compared with M.D.) :0.067 . 0.096% . 0.093% + + +
- + + Number of Hours of Charity Care in Previous Month : 5.4 : 3.9* o 43
U.S. Trained (compared with IMG) : 0769 ;0745 . 0.659*
" + + Health System, Market Characteristics
Board Certified :0.882 . 0876 ;0902

Physician Perceives that Area is Very Competitive 10230 ;0 0229 10205

Specialty (compared with pediatrics)

: + + Median Income in Zip Code Area 1$52,256 © $59,920* : $69,641%
Internal Medicine ;. 0.300 ;0324 o 0.444% + + +
T + + PCPs per 10,000 Persons in County o114 1447 : 18.8F
Family Practice ;0501 ;049 . 0.331* + + +
T + + Number of General, Short-Term Hospital Beds per ;05 555 )
Number of Weeks Practiced in 2007 1475 L4710 . 470 10,000 Persons in County : ) : ’ : ’
Number of Hours in Patient Care in Past Week 42.1 t40.0* to39.0% Type of Metro Area (compared to large metro area)
P . Small Metro Area 10365 i 0263 i 0238
Practice Type (compared to solo/2 physician practice) Micropolitan Area ;0114 @ 00897 i 0056
T T B . . : *
Group Practice (3-10 physicians) 10284 0265 0265 Rural Area ;0081 : oo71 ;002
Group Practice (11-50 physicians) 0.099 Y0105 1 0.084 Census Region (compared to Northeast)
. i i i . . * .
Group Practice (>50 physicians) Y0063 o 0011* 0051 Midwest ; 0083 ;. o401 ;O
. H H . M * . *
Group/Staff Model HMO Y0027 0076 : 0019 South ;0740 @ 0217 @ 0132
. B B . . * . *
Academic Medical Center 10020 0020 - 0.050% West ;0177 ¢ 0364 @ 0026
Hospital T 0019 T 0.028 S 0.048* Other State Characteristics
Clinic/Health Center T 0059 D 0066 T 0.063 Percent of Nonelderly Enrolled in Medicaid/SCHIP  : 169 : 162 D174

. . Percent of Nonelderly Enrolled in Private Insurance P593 Do64.0* t67.6¢
Ownership of Practice (compared to non-owner)

. i i i i . M * . *
Full Owner © 0356 D 0291 D 0379 Percent of Nonelderly Enrolled in Medicare : 40 33 21

N N N icai i N N * N *
Part Owner D023 D 0269 0204 Percent of Medicaid Enrollees in Managed Care ;761 ;683 . 69.7

Income in 2007 from Practice of Medicine
(compared to less than $100K)

$100K to $150K 10307 0343 1 0.385%
$150K to $200K 10280t 0250 i 0.198*
$200K to $250K o012 Y0120 P 0.097
$250K to $300K 10080 : 0051* ! 0053
More than $300K D0063 G 0.044* 1 0.030*

*Difference with with low-supply states is statistically significant at .05 level.

Notes: States are classified based on the number of nonfederal PCPs per 10,000 nonelderly persons. Low-supply states have less than 11.5 PCPs per 10,000 nonelderly persons; medium-supply states have
between 11.5 and 15; high-supply states have more than 15. The definition of primary care physician includes those with specialties in general internal medicine, family practice and general pediatrics
derived from the Health Resources and Services Administration 2008 Area Resource File.

Sources: (1) Level of PCP supply in state based on the Health Resources and Services Administration 2008Area Resource File; (2) Average Medicaid/Medicare fee ratio is derived from Zuckerman, Stephen, et
al., “Trends In Medicaid Physician Fees, 2003-2008,” Health Affairs, Web exclusive (April 28, 2009); (3) physician characteristics from the 2008 HSC Health Tracking Physician Survey; and (4) all other esti-
mates obtained through Kaiser State Health Facts Online Database (www.statehealthfacts.org).
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Supplementary Table 2

OLS Regression Results for the Probability of Primary Care Physicians (PCPs) Accepting Most or All New Medicaid
Patients

: OLS : STANDARD OLS :  STANDARD
COEFFICIENT .  ERROR . COEFFICIENT ERROR
State Medicaid Fees for Primary Care Services, as a « Mix of Patients and Revenue in Practice
N 0.214 . 0.095
Percentage of Medicare Fees : T H
Percent Black : 0.0001 : 0.0008
Physician Characteristics + +
- - Percent Hispanic : 0.001 : 0.0007
Female (compared with Male) : -0.064** : 0.023 + +
- Percent Asian : -0.0008 : 0.001
Race/Ethnicity (compared with White) + +
- + Percent with Chronic Conditions : 0.0007 : 0.0005
Black : 0.131 : 0.072 + +
- + Percent that Speak Language other than English : -0.0015 : 0.001
Hispanic : 0.002 : 0.050 + +
- + Percent of Revenue from Medicaid : 0.008** : 0.0007
Asian : 0.055 : 0.037 + +
- + Percent of Revenue from Medicare : 0.0001 : 0.0006
Other : 0.071 : 0.094 + +
- + Percent of Revenue that is Capitated : -0.0000 : 0.0005
Is D.O. (compared with M.D.) : 0.009 : 0.034 + +
- + Number of Hours of Charity Care in Previous Month ~ : 0.002* : 0.0009
U.S. Trained (compared with IMG) : -0.013 : 0.030
- + Health Sy , Market Characteristics
Board Certified : -0.069* : 0.033 o o
Physician Perceives that Area is Very Competitive : 0.058* : 0.026
Specialty (compared with pediatrics) H H
- + Median Income in Zip Code Area : -0.0000* : 0.000
Internal Medicine : -0.087* : 0.035 + +
- + PCPs per 10,000 Persons in County : 0.0006 : 0.007
Family Practice : -0.059 : 0.033 + N
- + Number of General, Short-Term Hospital Beds per  : 0.0006 : 0.0005
Number of Weeks Practiced in 2007 1 -0.007* ©0.002 10,000 Persons in County : : : ’
Number of Hours in Patient Care in Past Week -0.0003 0.0008 Type of Metro Area (compared to large metro area)
Practice Characteristics Small Metro Area D -0.054* : 0.026
Practice Type (compared to solo/2 physician practice) Micropolitan Area ; 0.043 ; 0.043
- — T T Rural Area L0.225% : 0.044
Group Practice (3-10 physicians) : 0.014 : 0.034
) . T H Census Region (compared to Northeast)
Group Practice (11-50 physicians) : 0.005 : 0.042
. . : : Midwest 10036 : 0.038
Group Practice (>50 physicians) : 0.020 : 0.048
: : South P -0.024 : 0.051
Group/Staff Model HMO : 0.091 : 0.067
T i ‘West : -0.014 : 0.043
Academic Medical Center : 0.323** : 0.073 b o o
. T ¥ Other State Characteristics
Hospital : 0.191** : 0.063
. T : Percent of Nonelderly Enrolled in Medicaid/SCHIP 0.003 : 0.006
Clinic/Health Center : 0.167** : 0.053
R K Percent of Nonelderly Enrolled in Private Insurance ~ : 0.009 : 0.005
Ownership of Practice (compared to non-owner)
T : Percent of Nonelderly Enrolled in Medicare 0.000 0.013
Full Owner cX0.127%% : 0.036
T : Percent of Medicaid Enrollees in Managed Care -0.002** 0.0007
Part Owner : -0.116** : 0.028
Income in 2007 from Practice of Medicine
(compared to less than $100K)
$100K to $150K : -0.027 10030
$150K to $200K Y0027 Y0034
$200K to $250K Y0051 Y 0.040
$250K to $300K : 0.020 L0047
More than $300K 0.047 0.056
*p <.05.
“p< Ol

Sources: (1) Level of PCP supply in state based on Health Resources and Services Administration Area Resource File; (2) Average Medicaid/Medicare fee ratio is derived from Zuckerman, Stephen, et al.,
“Trends In Medicaid Physician Fees, 2003-2008,” Health Affairs, Web exclusive, (April 28, 2009); (3) physician characteristics from the 2008 HSC Health Tracking Physician Survey; and (4) all other estimates
obtained through Kaiser State Health Facts Online Database (www.statehealthfacts.org).



