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Changes In Medicaid Physician Fees, 1998–
2003: Implications For Physician Participation
Despite recent gains, the relative attractiveness of Medicaid patients
has not improved much over the longer term.

by Stephen Zuckerman, Joshua McFeeters, Peter Cunningham, and Len
Nichols

ABSTRACT: After slow growth during much of the 1990s, Medicaid physician fees in-
creased, on average, by 27.4 percent between 1998 and 2003. Primary care fees grew the
most. States with the lowest relative fees in 1998 increased their fees the most, but almost
no states changed their position relative to other states or Medicare. Physicians in states
with the lowest Medicaid fees were less willing to accept most or all new Medicaid patients
in both 1998 and 2003. However, large fee increases were associated with primary care
physicians’ greater willingness to accept new Medicaid patients.

D
ur ing the mid- 1990s , when states
were dramatically expanding Medic-
aid patients’ enrollment in managed

care, Medicaid physician fees paid under the
fee-for-service (FFS) part of the program
grew very little. From 1993 to 1998 these fees
grew only 5.6 percent, well below the 13 per-
cent increase in prices over the same period.1

Medicaid fees have never been generous com-
pared with those of private payers or Medi-
care; as a result of their slow growth, by 1998
they had dropped to only 62 percent of Medi-
care fees, on average.2 Although a large major-
ity of physicians continued to see Medicaid
patients, physicians typically have been less
willing to take on new Medicaid patients
than patients covered by other types of health
insurance, and this did not change greatly be-
tween 1997 and 2001.3

State policymakers seemed to recognize
Medicaid beneficiaries’ potential access prob-

lems and raised Medicaid fees as state reve-
nues grew during the prolonged economic ex-
pansion in the 1990s.4 This was an important
decision because FFS reimbursement contin-
ues to affect a majority of Medicaid enrollees
despite large enrollment in Medicaid managed
care. In 2001 more than 60 percent of all
Medicaid enrollees remained in FFS or were in
a primary care case management (PCCM) pro-
gram.5 Also, some of the highest users of medi-
cal care, such as elderly and disabled Medicaid
beneficiaries, are often exempt from manda-
tory enrollment in managed care. As a result,
almost 80 percent of Medicaid acute care
spending remained in the FFS part of the pro-
gram.6 FFS physician reimbursement rates also
have an important impact on what Medicaid
health maintenance organizations (HMOs)
pay physicians, because many states set capita-
tion rates based on what they pay in the FFS
part of the program.7
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Despite the continued importance of
Medicaid physician fees, research on the im-
pact of changes in Medicaid fees on beneficia-
ries’ access to care is mixed. Some studies have
shown that higher Medicaid physician fees in-
crease physicians’ participation in Medicaid,
although not all studies concur.8 In addition,
higher fees lead more beneficiaries to receive
care in doctors’ offices rather than hospital-
based settings, although fee levels do not seem
to affect Medicaid recipients’ number of medi-
cal visits.9 Other studies find no major impact
on the amount or type of access to care be-
cause of changes in Medicaid physician fees.10

Despite the mixed evidence, when state bud-
gets got tighter starting in 2001, policymakers
turned to Medicaid—one of the biggest com-
ponents of state budgets—for savings, and
many of them reduced payment rates to physi-
cians and other providers.11

This study uses data on Medicaid physician
fees and Medicare fees from 1998 and 2003 to
examine recent trends in Medicaid physician
reimbursement. During this time span, states
had two distinct periods with respect to their
finances. Through the early part of 2001, states
had plenty of funds available to expand
Medicaid payments. Then state revenues
dropped precipitously, and states were forced
to make a wide variety of spending cutbacks.
We also examine the association between
Medicaid fee levels and changes in physicians’
willingness to accept Medicaid patients, using
data from a nationally representative survey of
patient care physicians linked to the Medicaid
fee data.

Study Data And Methods
� Data. The Medicaid physician fee data

used in this study were collected by a state
survey fielded by the Urban Institute and the
Center for Studying Health System Change
(HSC). To maintain continuity with Urban In-
stitute surveys from 1993 and 1998, states were
asked to provide data on fees paid as of 1 Janu-
ary 2003 for the same set of services for which
data had already been collected in the prior
surveys. However, new physician services are
introduced over time, and because the earlier

Urban Institute surveys did not include all po-
tentially important services, we augmented
the list with twelve additional services that
were included in a June 2001 study by the
Lewin Group.12 The survey covers three types
of services: primary care, obstetrical care, and
other services (including hospital visits, sur-
gery, radiology, psychotherapy, and lab tests).

To combine data on individual fees from
different states into the key analytic variables
(discussed below), weights were constructed
to reflect the relative importance of each ser-
vice and each state. The weight for each service
was defined as its share of Medicaid physician
spending, computed from service-specific
Medicaid spending data obtained from the
Centers for Medicare and Medicaid Services
(CMS).13 The weight for each state was de-
fined as the share of all beneficiaries enrolled
in the state’s program, derived from the Medic-
aid 2082 data system.

The fee surveys were sent to the forty-nine
states and the District of Columbia that have
an FFS component in their Medicaid pro-
grams. (Only Tennessee does not.) All of the
jurisdictions either answered the survey di-
rectly or provided access to a physician fee
schedule. The survey results were examined
for any fees that rose or fell by a large amount
between 1998 and 2003 and for any fees that
were unusually high or low compared with the
national average for that service. Most of this
verification work was done with physician fee
schedules found on the Internet or provided
along with the survey. A few telephone calls
were made to state Medicaid agencies when
information was not otherwise available.

As a part of the survey, states were asked if
physician fees were adjusted for specific pro-
viders or services to meet policy objectives.
Sixteen states (Alabama, Arkansas, Connecti-
cut, Florida, Illinois, Kansas, Louisiana, Min-
nesota, Missouri, Montana, New Jersey, New
York, Pennsylvania, Utah, Washington, and
Wisconsin) reported that they adjusted rates
for specific preventive or obstetric services, or
for providers most likely to provide these ser-
vices. Three states (Alabama, Utah, and Wis-
consin) reported using different fees to reim-
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burse providers in rural areas at a higher rate.
If a state had multiple fees for the same service,
a simple average was taken to obtain a single
fee for each state.

Exhibit 1 shows the 2003 national means

for each service surveyed in either 1998 or
2003. The national mean is a weighted average,
where the weights used are the number of
Medicaid enrollees in each state in 2000 (the
most recent year for which enrollee data were
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EXHIBIT 1
Medicaid Fees For Surveyed Services, Selected States, 2003

Category/procedure

Percent of
spending for
surveyed
proceduresa

2000 mean
fee ($)

Coefficient of
variation (%)

Primary care
Office visit, new patient, 30 minutes
Office visit, new patient, 45 minutesb

Office visit, established patient, 15 minutes
Office visit, established patient, 25 minutes
Emergency department visitb

Office visit, new patient, 60 minutes
Electrocardiogram
Echocardiography, transthoracicb

Nerve conduction, amplitude and latency/velocity studyb

Ophthalmological services, new patientb

Ophthalmological services, established patientb

2.7
2.3

25.0
9.4
7.9
1.3
0.5
1.4
0.3
1.1
0.8

54.87
73.10
31.46
45.89
40.03
91.10
21.26

131.34
24.53
58.92
46.67

30.05
35.61
23.85
29.26
30.77
36.42
26.28
35.12
30.57
41.09
33.33

Obstetric care
Total obstetric care, vaginal deliveryb

Vaginal delivery only, no postpartum careb

Vaginal delivery and postpartum care
Cesarean delivery and no postpartum careb

Cesarean delivery and postpartum care
Total obstetric care, cesarean deliveryb

8.4
4.7
6.6
1.7
2.0
2.8

1,172.75
688.65
776.45
766.66
890.07

1,312.61

26.40
24.13
22.58
22.52
27.07
26.03

Other services
Hospital visits

Initial hospital care, new or established patient, 50 minutes
Hospital visit, new patient, 45 minutesb

Initial inpatient consultation, 80 minutes

1.3
4.4
1.1

67.26
34.04
82.67

38.12
33.55
37.14

Surgery
Upper gastrointestinal endoscopy
Upper gastrointestinal endoscopy with biopsyb

Dilation and curettage
Total hysterectomy
Cataract removal with lens implant

0.4
1.1
0.2
0.3
1.5

197.93
218.01
187.54
663.19
743.59

31.06
31.58
25.51
31.33
38.02

Radiology
Computerized axial tomography scan, head or brain
X-ray, chest, two views
Echography, pregnant uterus

1.9
3.0
3.7

174.81
25.36
92.35

25.43
26.50
27.75

Lab tests
Urinalysis, routine
Culture, bacterial, screening only
Surgical pathology

0.4
0.4
1.4

3.95
7.38

51.44

17.62
19.79
38.57

Psychotherapy
Individual psychotherapy, 20–30 minutesb

Individual psychotherapy, 45–50 minutesb
0.0
0.0

47.89
68.30

33.43
28.32

SOURCE: Urban Institute/Health System Change 2003 Medicaid Physician Fee Survey.
a See Note 13 in the text.
b Fees for these services were not available in 1998 and were excluded from the fee change index. Service weights were
adjusted accordingly in the index.



available). The coefficient of variation (the ra-
tio of the weighted standard deviation to the
weighted mean) shows that fees vary consider-
ably across states but that this variation is
slightly lower than the variation observed in
1998.14 Finally, the exhibit also shows the per-
centage of spending for the procedures sur-
veyed. These percentages are used to weight
services when multiple services are analyzed
in an index.

� Methods. The analyses we conducted
were based on three indexes of Medicaid fees.
First, we created a Medicaid fee index that
measures each state’s fee relative to national
average Medicaid fees. This index is the
weighted sum of the ratios of each state’s fee
for a given service to the national average, us-
ing 2000 expenditure weights. The national
average for each service was computed as the
weighted average fee, where the weights are
equal to Medicaid enrollment in each state.

The second index captures differences be-
tween Medicaid and Medicare fees in 2003.
This index provides some context for how
Medicaid fees compare with those of the other
major public payer to provide a sense of the at-
tractiveness of Medicaid fees to providers.
Medicare fees were calculated by obtaining
the relative value units (RVUs), conversion
factor, and geographic adjusters from the 31
December 2002 Federal Register and using the
2003 Clinical Diagnostic Fee Schedule.15 The
ratio of each service’s Medicaid fee to its Medi-
care fee was computed by state. Again, these
fee ratios were combined into a single index
(and subindexes by type of service) as the
weighted sum of the ratios, using the same ex-
penditure weights as in the other indexes.

Third, we derived a Medicaid fee change in-
dex to capture fee change between 1998 and
2003. This index is the weighted sum of the ra-
tios of each service’s fee in 2003 to that same
service’s fee in 1998, using the 2000 expendi-
ture weights as in the Medicaid fee index. Be-
cause we had data on fewer services and states
in 1998 than in 2003, the fee change index was
based on a subset of the services and states
used in the fee index. In 1998, fee data were not
available from Arkansas, Delaware, Missis-

sippi, Montana, Nebraska, Pennsylvania, or
Wyoming. For simplicity, the values of the
Medicaid fee change index are expressed as
the cumulative percentage change in Medicaid
fees between 1998 and 2003. For all three in-
dexes, we computed an overall index and sub-
indexes by type of service (primary care, ob-
stetric care, and other services).

To examine the association between state
Medicaid fee levels and physicians’ participa-
tion in Medicaid, data on 1998 Medicaid-
to-Medicare fee indexes are linked to the
Community Tracking Study (CTS) physician
survey, a nationally representative survey of
patient care physicians conducted in 1996–97,
1998–99, and 2000–01.16 We compared physi-
cians in states with low Medicaid fees relative
to Medicare with physicians in states with
moderate and high Medicaid fees, with respect
to the percentage accepting most or all new
Medicaid patients (a commonly used indicator
of whether physicians’ practices are open or
closed to Medicaid patients). We examined
differences in acceptance of new patients
across groups of states with varying fee levels,
as well as changes between 1997 and 2001 in
the percentage of physicians accepting new
Medicaid patients within each of the fee
groupings.17 We provide separate estimates for
all patient care physicians, primary care physi-
cians, and specialists.

Results
� Medicaid fees in 2003. Exhibit 2 con-

tains the Medicaid fee index for 2003. Average
Medicaid physician fees ranged from 56 per-
cent of the national average in New Jersey to
228 percent in Alaska.18 Ten states (Alaska, Ar-
izona, Connecticut, Delaware, Iowa, Massa-
chusetts, Nevada, New Mexico, North
Carolina, and Wyoming) had average Medic-
aid fees that were more than 125 percent of the
national average. For these states, physician
fees for all three types of services are higher
than the national average. However, most of
these states reimburse primary care services
more generously relative to the national aver-
age than either obstetrical or other services.
This higher level of reimbursement may repre-
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EXHIBIT 2
Medicaid Fee Indexes And Medicaid-To-Medicare Fee Indexes, 2003

2003 Medicaid fee indexes 2003 Medicaid-to-Medicare fee indexes

State Overall
Primary
care

Obstetric
care

Other
services Overall

Primary
care

Obstetric
care

Other
services

US
AL
AK
AZ
AR

1.00
1.21
2.28
1.55
1.24

1.00
1.23
2.50
1.63
1.37

1.00
1.35
1.90
1.44
0.83

1.00
0.97
2.19
1.49
1.39

0.69
0.90
1.37
1.06
0.95

0.62
0.82
1.38
1.01
0.96

0.84
1.19
1.38
1.17
0.78

0.73
0.75
1.36
1.05
1.15

CA
CO
CT
DE
DC

0.91
1.06
1.30
1.49
0.78

0.87
1.08
1.33
1.64
0.62

0.83
1.03
1.53
1.09
1.24

1.09
1.04
0.96
1.41
0.63

0.59
0.74
0.83
1.01
0.52

0.51
0.68
0.74
1.00
0.35

0.65
0.86
1.16
1.02
0.94

0.74
0.75
0.62
1.00
0.41

FL
GA
HI
ID
IL

0.95
1.13
1.14
1.22
0.92

0.96
1.05
1.21
1.31
0.89

1.04
1.18
0.99
1.08
1.03

0.83
1.24
1.13
1.18
0.93

0.65
0.81
0.74
0.92
0.63

0.60
0.68
0.71
0.89
0.54

0.82
1.00
0.79
0.99
0.84

0.58
0.91
0.76
0.93
0.68

IN
IA
KS
KY
LA

0.92
1.30
1.00
1.01
1.04

0.91
1.39
0.93
0.94
1.05

0.84
1.12
1.05
1.20
1.05

1.02
1.28
1.10
1.07
0.97

0.68
0.97
0.75
0.76
0.73

0.60
0.94
0.63
0.63
0.70

0.77
1.01
0.92
1.11
0.89

0.79
1.00
0.86
0.83
0.75

ME
MD
MA
MI
MN

0.89
1.21
1.25
0.96
1.09

0.84
1.28
1.28
1.06
1.00

0.96
1.20
1.28
0.82
0.94

0.93
1.05
1.16
0.89
1.47

0.65
0.80
0.80
0.62
0.79

0.54
0.76
0.72
0.63
0.64

0.84
1.03
0.98
0.60
0.82

0.71
0.72
0.75
0.60
1.14

MS
MO
MT
NE
NV

1.19
0.76
1.13
1.22
1.43

1.32
0.75
1.11
1.13
1.17

0.75
0.83
1.08
1.01
1.67

1.23
0.71
1.26
1.70
1.79

0.91
0.56
0.86
0.95
0.98

0.90
0.50
0.75
0.78
0.71

0.85
0.71
0.97
0.94
1.30

0.99
0.56
1.00
1.41
1.27

NH
NJ
NM
NY
NC

1.03
0.56
1.31
0.70
1.34

1.09
0.61
1.41
0.71
1.47

1.15
0.41
1.11
0.88
1.15

0.77
0.65
1.31
0.46
1.28

0.72
0.35
0.95
0.45
0.97

0.67
0.34
0.93
0.40
0.96

0.96
0.31
0.95
0.65
1.01

0.54
0.43
1.00
0.31
0.96

ND
OH
OK
OR
PA

1.23
0.97
0.95
1.18
0.74

1.33
1.03
1.00
1.17
0.67

0.97
0.89
0.88
1.33
1.04

1.16
0.87
0.93
1.03
0.80

0.91
0.68
0.72
0.86
0.52

0.90
0.66
0.67
0.75
0.43

0.94
0.79
0.81
1.17
0.90

0.91
0.66
0.73
0.76
0.61

RI
SC
SD
TX
UT

0.62
1.17
1.05
0.99
1.01

0.58
1.12
0.98
0.96
1.02

0.63
1.62
0.94
0.93
0.98

0.72
0.97
1.35
1.09
1.00

0.42
0.89
0.83
0.69
0.73

0.34
0.75
0.68
0.62
0.66

0.50
1.60
0.88
0.82
0.86

0.50
0.76
1.13
0.82
0.75

VT
VA
WA
WV
WI
WY

1.12
1.08
1.24
1.21
1.19
1.40

1.00
1.15
1.27
1.22
1.13
1.47

1.30
0.97
1.46
1.35
1.20
1.25

1.22
1.05
0.90
1.09
1.35
1.41

0.83
0.77
0.87
0.88
0.87
1.03

0.64
0.73
0.79
0.82
0.73
0.96

1.14
0.84
1.22
1.19
1.01
1.07

0.93
0.77
0.64
0.83
1.05
1.12

SOURCE: Urban Institute/Health System Change 2003 Medicaid Physician Fee Survey.

NOTE: “US” denotes national average.



sent an attempt to improve the availability of
primary care for Medicaid recipients. Six
states (District of Columbia, Missouri, New
Jersey, New York, Pennsylvania, and Rhode Is-
land) had average Medicaid fees that were less
than 80 percent of the national average. Most
of the subindexes for these states were much
lower than the national average, especially for
primary care and other services.

� Medicaid-to-Medicare fee compari-
son in 2003. Exhibit 2 also shows the index
of Medicaid to Medicare fees nationally and in
individual states. Medicaid physician fees still
lag well behind Medicare fees, but the gap nar-
rowed slightly during 1998–2003. In 2003,
Medicaid fees were 69 percent of Medicare
fees, up from 62 percent in 1998 (1998 data are
not shown). Medicare physician fees in 2003
were at about the same level as in 1998 (based
on the fee schedule conversion factor).19 There-
fore, growth in Medicaid fees was much higher
than growth in Medicare fees. The increase in
Medicaid fees relative to Medicare fees re-
sulted from changes in all types of services,
but the extent of the changes varied. Medicaid
fees increased to 62 percent of Medicare fees in
2003 for primary care services (up from 56
percent in 1998), to 73 percent of Medicare fees
in 2003 for other services (up from 68 percent
in 1998), and to 84 percent of Medicare fees in
2003 for obstetrical services (up from 82 per-
cent in 1998).

Of the forty-three states for which we had
data in 1998 and 2003, thirty-two raised
Medicaid fees to bring them closer to Medi-
care fees. The most extreme case was South
Carolina, where average Medicaid fees rose
from 39 percent below Medicare in 1998 to 11
percent below Medicare in 2003. However,
only one state, Arizona, increased its Medicaid
fees by enough to move from paying less than
Medicare in 1998 (by about 6 percent) to pay-
ing more than Medicare in 2003 (by about 6
percent). The two largest Medicaid programs
in terms of expenditures (New York and Cali-
fornia) raised their Medicaid fees relative to
Medicare by about ten percentage points, but
they remain well below the national average;
California’s Medicaid fees were 59 percent of

Medicare in 2003, while New York’s were 45
percent of Medicare.

Among the thirty-two states in which over-
all Medicaid fees increased relative to Medi-
care, the increases were not observed across all
types of services. In fact, only nine of these
states reported increases in Medicaid fees rela-
tive to Medicare in all three service categories.
However, twenty-seven states experienced in-
creased or steady relative fees for primary care.

� Changes in Medicaid physician fees,
1998–2003. Between 1998 and 2003, Medic-
aid physician fees for all surveyed services in-
creased 27.4 percent, for an average annual rate
of increase of 5 percent (Exhibit 3).20 Over the
same period, the Consumer Price Index (CPI)
rose 13.5 percent, for an average annual rate of
increase of 2.6 percent.21 In real terms, Medic-
aid physician fees increased approximately 14
percent during the study period. Exhibit 3 also
shows Medicaid fee changes for individual
states. Thirty-six states raised their physician
fees, seven states left their fees essentially un-
changed, and the District of Columbia had a 2
percent decline. Thirty states raised their fees
at or above the rate of inflation, including ten
states (Connecticut, Hawaii, Illinois, Iowa,
Maryland, Michigan, New York, Oklahoma,
Oregon, and South Carolina) that raised physi-
cian fees by more than 35 percent.

Most of the increases in overall physician
fees were caused by large increases in fees for
primary care services. On average, such fees
rose 41.2 percent between 1998 and 2003. Phy-
sician fees for obstetrical services and other
services increased by 10.2 percent and 11.1 per-
cent, respectively, slightly lower than price in-
creases during that time period. There was
considerable variation in changes to primary
care fees across states. Seven states (District of
Columbia, Georgia, Indiana, Kentucky, Maine,
Rhode Island, and South Dakota) left primary
care fees almost unchanged, while two states
(Iowa and New York) raised them by more
than 100 percent.

Further analysis of the data suggests that
states may have been raising fees during this
period in reaction to low fees in 1998. When
states are grouped according to their relative
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Medicaid fees in 1998, the seven states with
the lowest fees—as a group, 22 percent below
the national average—increased their fees by
39 percent between 1998 and 2003 (data not
shown).22 In contrast, all other states raised

their Medicaid fees by only about 18 percent.
Despite the fact that this latter group raised
fees by more than inflation, the group with
lowest fees initially increased their fees by a far
greater amount.
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EXHIBIT 3
Cumulative Percentage Change In Medicaid Fees, By Type Of Service, 1998–2003

State
All
services

Primary
care

Obstetric
care

Other
services

US
AL
AK
AZ
CA

27.4%
23.8
21.8
22.3
29.1

41.2%
31.2
44.5
37.0
40.6

10.2%
15.2
–1.9
0.0

18.7

11.1%
16.3
–4.7
14.1
13.6

CO
CT
DC
FL
GA

5.8
49.3
–2.4
13.0
0.0

8.3
83.6
–0.1
17.6
–2.1

0.0
4.9
0.0
6.1
1.9

7.1
19.7

–11.2
5.4
3.1

HI
ID
IL
IN
IA

38.5
16.4
37.6
–0.1
58.4

36.3
30.2
59.2
0.0

105.5

77.9
3.8

–5.5
0.0
2.3

–6.4
–2.1
7.0

–0.2
11.7

KS
KY
LA
ME
MD

20.6
0.0

31.3
0.0

46.2

30.7
0.0

48.6
0.0

54.5

0.0
0.0
0.0
0.0
0.0

21.4
0.0
4.2
0.0

51.1

MA
MI
MN
MO
NV

30.8
34.7
5.3

25.4
11.7

21.5
50.8
4.5

47.8
2.5

39.0
15.1
3.0
0.0

33.4

44.1
4.9

10.4
1.4
7.2

NH
NJ
NM
NY
NC

16.4
22.7
28.3
74.4
25.1

34.6
41.2
39.5

135.9
40.9

0.0
0.0

19.9
2.6
6.5

–8.2
5.1

11.0
11.4
9.1

ND
OH
OK
OR
RI

15.8
17.1
39.2
41.9
–0.3

28.9
24.3
60.7
51.2
–0.4

–9.7
6.0
2.3

53.2
0.0

–2.9
5.2

31.5
4.3

–0.3

SC
SD
TX
UT
VT

55.1
0.3
5.1

24.9
24.7

65.9
0.2
2.9

26.7
26.1

71.4
0.0
2.0

10.5
23.4

19.0
1.0

12.5
38.6
22.9

VA
WA
WV
WI

8.3
14.2
16.6
17.1

17.2
20.6
28.7
20.4

–1.0
8.8

–7.9
13.1

–2.3
5.0

–0.3
13.6

SOURCE: Urban Institute/Health System Change 2003 Medicaid Physician Fee Survey.

NOTE: “US” denotes national average.



Although the fee changes in the seven states
with the lowest average Medicaid fees in 1998
were far greater than those in other states, this
did not result in reports of above-average
Medicaid fees in these states in 2003. In this
group, New York had the largest increase in
relative Medicaid fees: from 61 percent of the
national average in 1998 to 70 percent in 2003.
Across all states, only one state, South
Carolina, moved from having below-average
Medicaid fees to having fees well above aver-
age between 1998 and 2003. This was the re-
sult of large increases in both primary care and
obstetrical fees. Five states (Florida, Indiana,
Kentucky, Maine, and Ohio) kept fees un-
changed or raised them less than the national
average rate, and, as a result, their Medicaid
fees fell from above to below average.

� Changes in access to physicians for
Medicaid beneficiaries. The primary con-
cern about low Medicaid fees relative to those
of other payers is that they may discourage

physicians from accepting Medicaid patients,
thereby reducing access to care for enrollees.
Surveys of physicians have shown that al-
though a majority of physicians accept Medic-
aid patients, fewer physicians nationally ac-
cept new Medicaid patients than accept other
types of insured patients.23 In addition, find-
ings from the CTS physician survey show that
acceptance of new Medicaid patients is higher
in states that have higher Medicaid fees rela-
tive to Medicare than in states with lower
Medicaid fees (Exhibit 4).24 Among all patient
care physicians in 2001, 52 percent in low-fee
states were accepting new Medicaid patients,
compared with 68 percent in high-fee states.

The results in Exhibit 4 also suggest that
the more recent fee increases did not increase
physicians’ participation in Medicaid nation-
ally, although participation did increase for
primary care physicians in states with the larg-
est fee increases. Nationally, the percentage of
all patient care physicians who reported ac-
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EXHIBIT 4
Physicians’ Acceptance Of Medicaid Patients And Medicaid-To-Medicare Fee Levels

1998 Medicaid-to-Medicare
fee index

U.S.
Low-fee
states

Moderate-
fee states

High-fee
states

Average 1998 Medicaid-to-Medicare fee index
Average 1998–2003 Medicaid fee change index

0.62
1.27

0.49
1.36

0.71
1.19

0.86
1.16

Percent of physicians accepting most or all new
Medicaid patients

All patient care physicians
1997
2001

61%
62

50%
52

67%a

67a
69%a,b

68a

Primary care physicians
1997
2001

53
54

43
47c

58a

58a
61a,b

58a

Specialists
1997
2001

66
67

54
55

73a

74a
75a

75a

SOURCES: Community Tracking Study physician survey, 1997 and 2001; and Urban Institute/Health System Change 2003
Medicaid Physician Fee Survey.
a Difference with low-fee states is statistically significant at .05 level.
b Difference with moderate-fee states is statistically significant at .05 level.
c Difference between 2001 and 1997 is statistically significant at .05 level.



cepting all or most new Medicaid patients did
not change significantly between 1997 and
2001 (about 61–62 percent; see Exhibit 4).25

However, acceptance of new patients did
increase among primary care physicians in
states that had the lowest 1998 Medicaid-to-
Medicare fee ratios, which is consistent with
the fact that fee increases were generally great-
est for these physicians. The percentage of pri-
mary care physicians accepting most or all
new Medicaid patients rose from 43 percent in
1997 to 47 percent in 2001. Acceptance of new
patients did not change significantly among
primary care physicians in states with moder-
ate or high fee levels in 1998 (where fee in-
creases were much smaller), nor among spe-
cialists in any of the fee groups. But just as fee
increases in states with the lowest fee levels
still left these states with below-average
Medicaid fees by 2003, physicians’ acceptance
of new patients in states with low 1998 fees is
still well below that of physicians in states
with higher fee levels.

Discussion And Policy Implications
The increase in Medicaid physician fees be-

tween 1998 and 2003 exceeded growth be-
tween 1993 and 1998. During the previous pe-
riod, Medicaid fees fell relative to inflation.
However, fee growth in the years covered by
this study exceeded inflation by a factor of
two. States were able to increase fees to the ex-
tent they did because of their strong fiscal sit-
uation at the end of the 1990s. This growth in
Medicaid fees was skewed toward increasing
payments for primary care services, possibly
reflecting a growing concern for access to ba-
sic care for Medicaid beneficiaries.26

Medicaid fee changes over the longer pe-
riod of ten years, 1993–2003, suggest that
Medicaid fees have not grown by much more
than the rate of inflation. In fact, after falling
by 14 percent relative to Medicare between
1993 and 1998, the recent 11 percent relative in-
crease in Medicaid fees leaves them in a some-
what worse position than they were in 1993.
Therefore, despite the experience of the five
years covered in this paper, it is hard to con-
clude that states have improved the relative at-

tractiveness of Medicaid patients when
viewed from a longer perspective. Despite
some improvement among primary care physi-
cians in states with the lowest fee levels, physi-
cians continue to be paid less for Medicaid
beneficiaries than for other groups of insured
patients, and they are much less likely to ac-
cept new Medicaid patients than other in-
sured patients.27

Fiscal good times have receded; during the
past three years, states have faced serious bud-
get choices. One of the primary causes of
states’ financial crises from 2001 to 2004 has
been the continued growth in Medicaid
spending combined with falling tax revenues.
Between 2001 and 2002 state Medicaid spend-
ing grew by 11.6 percent, while state tax reve-
nues declined by 4.7 percent.28 A December
2003 report from the National Governors As-
sociation indicates that in the past three years
every state has frozen or reduced provider re-
imbursement, although the size of these cuts
seems to be small.29

The period 1998–2003 contained a prosper-
ous episode in states’ financial history. Early
on, states had the resources to expand access
to care for Medicaid recipients by increasing
physician fees. States are now dealing with the
worst financial crisis since the Great Depres-
sion and will not be in position to raise pro-
vider fees greatly, so access for Medicaid recip-
ients may be at increasing risk.
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