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The problem
When the Affordable Care Act, otherwise known as ACA or 
ObamaCare, was first implemented, more than three out of 
10 physicians across the country were not accepting new 
patients in Medicaid, a joint state-federal program that is 
meant to cover the costs of providing health care to the poor.

But rather than offering wholesale reform to address 
Medicaid’s sub-par patient outcomes, limited access to 
physicians and skyrocketing program costs, the ACA 
introduced extra incentives for states to further expand the 
program. At present, 26 states and the District of Columbia 
have expanded their Medicaid programs. Five more are 
pursuing expansion or have expressed an interest in it.

To entice more physicians to participate in the program, the 
ACA includes higher reimbursements for some of primary 
care physicians’ routine services. This payment boost applies 
only to a select group of primary care and family medicine 
physicians (and excludes OB-GYNs, for example) and is 
only available for 2013 and 2014. Preliminary anecdotal 
data indicate that there has not been a significant increase  
in physician participation, and physician shortages in  
medical specialty areas continues to worsen under the 
Medicaid program.

Figure 1. Many U.S. doctors not seeing new Medicaid patients
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Source: Sandra L. Decker, “In 2011 Nearly One-Third Of Physicians Said They Would Not Accept New Medicaid, Patients, But Rising Fees May Help,” 
Health Affairs, 31, no. 8 (2012): 1673-1689 at http://content.healthaffairs.org/content/31/8/1673.full.html.

Not only will these Medicaid expansion efforts likely 
exacerbate patients’ ability to access quality care, but the 
problem of finding a physician willing to take new Medicaid 
patients is also about to become worse.

Background
Even though a patient is “insured” under the Medicaid 
program, patients routinely face barriers to accessing care. In 
many states, the program often pays physicians 59 percent 
of what Medicare pays for primary care services – which is 
even lower than what private insurance pays.1 

In fact, the five states with the largest Medicaid enrollments, 
accounting for more than 40 percent of the total national 
Medicaid enrollment when ObamaCare was enacted, were 
all well below the national average in physician primary care 
reimbursements2 (see Table 1). Not surprisingly, four out  
of five of these states were well below the national average 
with regard to the percent of physicians accepting new 
Medicaid patients.
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State
Medicaid enrollment,  

fiscal year 2010
Medicaid to Medicare fee index for 

primary care services, 2012
Percent of physicians accepting 
new Medicaid patients, 2011

California 11.4 million 0.43 57.1%

Florida 3.7 million 0.49 59.1%

Illinois 2.8 million 0.54 64.9%

New York 5.6 million 0.42 61.6%

Texas 4.8 million 0.61 69.9%

National 66.3 million 0.59 69.4%

Table 1. Medicaid reimbursement and access to care in five largest enrollment states vs. national average

Sources: The Henry J. Kaiser Foundation, Total Medicaid Enrollment FY 2010 at http://kff.org/medicaid/state-indicator/total-medicaid-enrollment/; The Henry 
J. Kaiser Foundation, Medicaid to Medicare Fee Index for 2012 at http://kff.org/medicaid/state-indicator/medicaid-to-medicare-fee-index/; and Sandra L. 
Decker, “In 2011 Nearly One-Third Of Physicians Said They Would Not Accept New Medicaid, Patients, But Rising Fees May Help,” Health Affairs, 31, no. 8 
(2012): 1673-1689 at http://content.healthaffairs.org/content/31/8/1673.full.html

In an effort to rein in program costs, state lawmakers too 
often default to cutting provider reimbursements. In 2011 
alone, 15 states imposed provider payment reductions in an 
effort to respond to state budget pressures, and almost half 
of those states made similar cuts in the prior year.3 In fact, 
Medicaid reimbursements are often below the actual cost of 
treatment (see Figure 2).

While Medicaid payments for some primary care services 
provided by primary care and family medicine physicians 
will be paid on par with what Medicare pays for 2013 and 
2014, the higher reimbursements are scheduled to revert 
back to 2012 Medicaid reimbursement levels. But even these 
temporary, higher levels are often below the physician’s actual 
cost of providing that care.

Figure 2. How much does care cost vs. how much does Medicaid pay?

Mean per-patient operating expenses for family medicine  
practice in U.S. = $259, median per patient = $263

Mean Medicaid reimbursements for a new patient, pre-ACA vs. 2014

Total support staff Total provider cost
Total general operating cost

Sources: Author’s calculations based on custom search of Medical Group Management Association, Cost Survey 2013 at http://www.mgma.com/; The Henry 
J. Kaiser Foundation, Medicaid to Medicare Fee Index for 2012 at http://kff.org/medicaid/state-indicator/medicaid-to-medicare-fee-index/; and National Govern-
ment Services’ Medicare Code Pricing Search at http://www.ngsmedicare.com/ngs/portal/ngsmedicare/!ut/p/a0/04_Sj9CPykssy0xPLMnMz0vMAfGjzOIN_Ix-
dHN1MTQwswlwsDDyNvYLD3Ez9DY0tTPULsh0VAaAnnPw!/

Note: According to the American Academy of Family Physicians, “the level of medical decision making in a patient encounter is based on three parameters: the 
problems addressed, the data reviewed and the level of risk.” A more detailed explanation is available here: http://www.aafp.org/fpm/2005/0900/p52.html#.
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That explains, in large part, why many physicians no longer 
take new Medicaid patients. In an effort to boost physician 
participation in the Medicaid program, reimbursements for 
some primary care services have been increased to Medicare 
levels for 2013 and 2014.4 These rates apply to Medicaid in 
both ACA expansion and nonexpansion states.

But these increases are only temporary and will expire at 
the end of the year. And while the reimbursements vary from 
state to state, the higher reimbursement rates are often still 
below the actual cost of care (see Figure 3).

While data on whether the reimbursement boost enticed 
primary care physicians to accept new Medicaid patients is 
not yet available, early indications from 15 major cities across 
the country show that Medicaid acceptance rates for primary 

care physicians increased in only six of 15 cities between 
2009 and 2013.5 Of all physician specialties, fewer than 46 
percent were accepting Medicaid patients in these 15 cities 
in 2013 compared to 55 percent in 2009.6

Since the higher rates were only authorized for two years, 
many physicians might have been reluctant to accept new 
Medicaid patients knowing that they would likely, once 
again, face pre-ACA reimbursement rates. Unless the states 
are willing to foot the bill for their share of the $11 billion 
tab to keep the higher reimbursement levels, or the federal 
government makes the increased rate permanent, Medicaid 
reimbursements will automatically revert back to the pre-ACA 
levels in 2015 (see Figure 4).

Figure 3. Cost of care vs. how much Medicaid pays in 2013 and 2014
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Sources: Author’s calculations based on custom search of Medical Group Management Association, Cost Survey 2013 at http://www.mgma.com/ and The 
Henry J. Kaiser Foundation, Medicaid to Medicare Fee Index for 2012 at http://kff.org/medicaid/state-indicator/medicaid-to-medicare-fee-index/

Figure 4. Cost of care vs. how much will Medicaid pay in 2015
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Conclusion
It is time to provide our state’s most vulnerable populations 
with true access to needed care. The guiding principle of 
reforming the outdated and inefficient Medicaid program 
should be: How can states best serve both the most vulnerable 
populations and taxpayers, while giving Medicaid patients 
more control over their own health care?

The temporary provider-payment increases for Medicaid 
primary care services will soon expire. Lawmakers’ default 
approach of curtailing Medicaid spending has resulted in 
barriers to care. This approach has not only undermined 
access for patients, but it also poses a moral problem where 
patients have been granted coverage without an adequate 
infrastructure to actually provide care.

Temporarily boosting a narrow subset of physicians’ 
reimbursements to entice greater participation in the 
Medicaid program is a gimmick. Preliminary anecdotal data 
indicates that this temporary boost has not increased primary 
care physician participation and that physician shortages in 
medical specialty areas are continuing to get worse under the 
Medicaid program.

Not only will this “doctor fix” fail to provide true access to 
those already in the program, but it is yet another example 
of why Medicaid’s command-and-control approach to health 
care routinely fails to deliver quality care to patients and is 
fiscally unsustainable.

Approaches such as sliding-scale premium assistance, where 
nonelderly and nondisabled patients can purchase health 
insurance based on price to best meet their own individual 
needs and preferences, as well as control their health savings 
account, should be explored. Those who were willing and able 
could also supplement their coverage plans using their own 
resources.

Rather than focus on patient-centered reforms that would 
deliver high-quality care to the neediest among us, the Obama 
administration continues to double-down on the bureaucratic 
and expensive Medicaid program. At a minimum, lawmakers 
should be willing to demonstrate how they are going to 
provide access to care – and not merely dole out Medicaid 
cards to patients.
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