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Executive Summary

A recent report from the Medi-Cal Policy Institute found that the number of primary care
physicians per capita for Medi-Cal beneficiaries in California’s urban areas in 1998 was well
below federal workforce standards. However, this study was limited to urban areas, was used to
examine a relatively short time period (1996–1998) after the expansion of Medi-Cal managed
care, and was conducted prior to a Medi-Cal physician fee increase in August 2000 that was
implemented with the aim of increasing physician participation in the program.

The purpose of this report is to expand what is known about physicians’ participation in the
Medi-Cal program by describing the results of a survey conducted in 2001 of a random sam-
ple of primary care and specialist physicians practicing in urban and rural areas in California.
The results of this survey are compared with similar surveys of primary care physicians in 1996
and specialist physicians in 1998. 

Key Findings

Nearly half of all physicians in California’s urban counties are not willing to take 
Medi-Cal patients.

▪ In 2001, 56 percent of primary care physicians, 55 percent of medical special-
ists, and 52 percent of surgical specialists in urban counties said they had
Medi-Cal patients in their practice.

▪ Fewer physicians were willing to accept new Medi-Cal patients into their
practices. Only 55 percent of primary care physicians, 48 percent of medical
specialists, and 43 percent of surgical specialists who were accepting any new
patients said that they were open to new Medi-Cal patients.
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▪ Among the 11 physician specialties included in the survey, the percentage of
physicians with Medi-Cal patients in their practice in 2001 ranged from 
28 percent for orthopedic surgeons to 71 percent for general surgeons.

Despite efforts in the late 1990s to increase physician participation in the Medi-Cal
program, including the expansion of Medi-Cal managed care and an increase in
physician fees, there was no measurable increase in physicians’ participation in the
program between 1996 and 2001.

▪ Between1996 and 2001, there was a small but not statistically significant de-
crease in the overall percentage of primary care physicians with any Medi-Cal
patients in their practice in California’s urban counties.

▪ There was, however, a significant decline in participation among surgical spe-
cialists between 1998 and 2001. Among those with existing Medi-Cal patients
in their practice, the percentage who reported that they were unwilling to
accept new Medi-Cal patients nearly doubled over time from 20 percent in
1998 to 39 percent in 2001.

The supply of physicians available to Medi-Cal patients is significantly less than that
available to the general population.

▪ In 2001, 25 percent of all primary care physicians provided approximately 
80 percent of the primary care visits to Medi-Cal patients.

▪ On average, the number of available primary care physicians per capita for
Medi-Cal beneficiaries in 2001 was one-third less than it was for the general
population. The number of medical specialists available to Medi-Cal benefi-
ciaries was more than one-half less than it was for the general population, and
the number of surgical specialists was two-thirds less.

▪ Overall, the ratio of primary care physicians available to Medi-Cal patients in
urban counties in 2001 (46 per 100,000) was well below the workforce stan-
dards established by the Health Resources Services Administration (which
recommends 60 to 80 primary care physicians per 100,000 population).

▪ Physician participation rates in Medi-Cal were substantially lower than for the
other major public insurance program, Medicare. With the exception of pedia-
tricians, between 74 percent and 97 percent of the physicians in the surveyed
specialties reported that they had Medicare patients in their practice, compared
to a range of 28 percent to 71 percent for Medi-Cal.

▪ The level of physician participation in California’s Medi-program appears to
be significantly lower than the rate of participation in other states’ Medicaid
programs.

2 Medi-Cal Policy Institute
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Dissatisfaction with some aspects of Medi-Cal managed care appears to be growing 
over time.

▪ In 1996, primary care physicians expressed some optimism that managed care
would improve the Medi-Cal program, but by 2001 they held predominantly
negative views of Medi-Cal managed care. There was a sharp decrease over time
in the percentage of physicians who said that managed care is increasing re-
imbursement for Medi-Cal patients (from 64 percent in 1996 to 28 percent 
in 2001) and in the percentage who said managed care made it easier to obtain
tests and specialty consults (61 percent in 1996 compared to 37 percent in
2001).

▪ There was a decrease over time in the percentage of specialist physicians who
said that the number of Medi-Cal patients in their practice was increasing as a
result of managed care.

Few physicians were aware of the August 2000 increase in Medi-Cal physician fees.

▪ Fewer than one in seven physicians in 2001 indicated that they believed that
Medi-Cal fees had increased in the past 18 months.

▪ Even among physicians who had Medi-Cal patients in their practice, 76 percent
of primary care physicians, 92 percent of medical specialists, and 87 percent of
surgical specialists reported either that they did not know whether Medi-Cal
rates had changed or that rates had not increased in the prior 18 months.

▪ Physicians with a higher concentration of Medi-Cal patients were more likely
to be aware of the increase, but even among those whose practice concentra-
tions were more than 20 percent Medi-Cal patients, less than a third reported
that Medi-Cal payment rates had increased.

Physicians practicing in rural areas of California were more likely than urban physicians
to report participation in Medi-Cal.

▪ In remote rural areas, 79 percent of primary care physicians had Medi-Cal pa-
tients in their practice, compared with 67 percent of primary care physicians
in less remote rural regions and 56 percent of primary care physicians in urban
communities.

▪ In remote rural areas, 77 percent of medical specialists had Medi-Cal patients
in their practice, compared with 63 percent of medical specialists in less remote
rural regions and 50 percent of medical specialists in urban communities.

▪ In remote rural areas, 85 percent of surgical specialists had Medi-Cal patients
in their practice, compared with 83 percent of surgical specialists in less remote
rural regions and 52 percent of surgical specialists in urban communities.
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▪ Despite being more likely to have Medi-Cal patients in their practices, rural
physicians were not more likely than their urban counterparts to accept new
Medi-Cal patients. An exception is rural surgical specialists, 76 percent of
whom reported that they were accepting new Medi-Cal patients in 2001, com-
pared to 42 percent of urban surgical specialists.

▪ Physicians’ opinions about Medi-Cal were similarly negative in rural areas as
they were in urban areas.

▪ Although the supply of physicians per capita for the entire population was
lower in rural areas than urban areas, the average number of physicians per
capita available to Medi-Cal beneficiaries was as good in rural communities as
it was in urban areas.

Policy Implications

The supply of primary care and specialist physicians caring for Medi-Cal patients in urban and
rural communities in California is below federal workforce standards. Efforts to address this
problem, including the expansion of managed care and incremental increases in physician fees,
do not appear to have resulted in an increase in physicians’ willingness to participate in the
Medi-Cal program. Over the past several years, physicians have expressed persistently negative
opinions about Medi-Cal payment rates and increasingly negative opinions about Medi-Cal
managed care—two factors which may contribute to their low level of participation. However,
since policies to increase physician payment rates and expand managed care were not intro-
duced in an experimental fashion, we cannot say with certainty whether physician participa-
tion rates might have declined even more significantly in the absence of these policy changes.

It is important to note that an examination of physician participation rates at the statewide
level does not paint a complete picture. As this study indicates, physicians in rural areas are
more likely than their urban counterparts to accept Medi-Cal patients. This higher rate of
participation may hold lessons for overall policies to address physician participation in the
Medi-Cal program. The structure of physician practice in rural communities, with a more
central role for community health centers, may explain in part why rural physicians are more
likely to care for Medi-Cal patients. Based on anecdotal evidence, participation also varies by
county and city (although the sample size for this survey was not large enough to examine dif-
ferences at that level). Further, physician participation is not distributed evenly across different
specialty types, perhaps indicating the need for a closer examination of Medi-Cal payment
levels for certain specialty services.

The findings from this study are consistent with a survey of Medi-Cal beneficiaries conducted
in 1999, which found that 56 percent of beneficiaries reported difficulty finding doctors who
were willing to treat Medi-Cal patients.1 Together, these findings raise concerns about the abil-
ity of some Medi-Cal beneficiaries to access health care services. In 2000, California provided
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Medi-Cal coverage to 14 percent of its nonelderly population, which is more than the national
average of 10 percent.2 However, the value of that coverage may be diminished if beneficiaries
are not able to find physicians who are willing to treat them.

Policymakers in California face the following three broad options for addressing low levels of
physician participation in the Medi-Cal program:

1. Increase—or, at a minimum, maintain—the participation of physicians in
Medi-Cal by increasing payment rates and/or reducing the cost of doing busi-
ness with Medi-Cal. California would need to make a substantial investment
in physician fees just to raise them to a level that is comparable to the average
of other states’ Medicaid physician payment rates, let alone to the level of Cali-
fornia commercial rates or the Medicare fee schedule. Nevertheless, there are
potentially several options to cover the cost of raising physician payment lev-
els, each with its own drawbacks. One option is to increase general fund rev-
enues dedicated to the Medi-Cal program. A second option is to reallocate
funds that are already earmarked for Medi-Cal. Compared to other states,
California has traditionally chosen to offer relatively generous Medi-Cal eligi-
bility guidelines and benefits in lieu of bolstering physician payment rates. A
third option may be to spread the burden of low Medi-Cal physician payment
rates across all physicians by supplementing Medi-Cal payments with revenues
from a broad-based tax on physician services, similar to provider taxes used in
other states to fund uncompensated care.

The state could also consider approaches to make Medi-Cal more “physician
friendly” in its administration. Such approaches would not necessarily have
adverse budgetary impacts. Examples might include simplifying claims sub-
mission and processing procedures, reducing payment delays, and allowing
presumptive eligibility determinations at provider sites. However, there is no
evidence to suggest that modest changes of these types would lead to meaning-
fully greater physician participation in Medi-Cal.

2. Expand the pool of providers by creating new opportunities for nonphysician
clinicians to serve Medi-Cal beneficiaries. Rather than try to increase physician
participation, an alternative approach is to expand the role of nonphysician
clinicians. This approach could preserve resources for other Medi-Cal policy
goals and represent a more realistic assessment of Medi-Cal’s status in the cur-
rent policy environment. It is possible that many more nonphysician clini-
cians capable of delivering services traditionally provided by physicians would
be willing to participate in Medi-Cal at current physician payment rates, if
Medi-Cal allowed more opportunities for these nonphysician clinicians to
function as autonomous providers and to bill Medi-Cal directly for services.
Even though Medi-Cal regulations already provide some opportunities for
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nonphysician clinicians to bill Medi-Cal directly, many regulatory barriers
(such as limitations on pharmaceutical prescribing) restrict nonphysician cli-
nician participation in the program as autonomous providers. Changes in state
regulations regarding nonphysician clinicians’ scope of practice tailored to par-
ticipation in Medi-Cal might enhance Medi-Cal beneficiaries’ access to care.
However, the potential benefits for access to care of reducing such regulatory
barriers must be weighed against concerns about whether these changes would
adversely affect the quality of care for Medi-Cal beneficiaries.

3. Abandon the strategy of a stand-alone insurance program for the poor and
replace Medi-Cal with a “mainstream” health insurance plan that covers Cali-
fornians of all income levels. The growing sense of a health care system crisis
across the health insurance spectrum in California may provide an oppor-
tunity for fundamental restructuring of Medi-Cal and other health insurance
plans, such as through implementation of a universal state health insurance
plan. However, this approach would involve far-reaching changes not only in
Medi-Cal, but also in the state’s entire health care system, with many hurdles
to enactment.

The state’s current budgetary constraints will force policymakers to confront the priorities of
the Medi-Cal program, to question the policy objectives for physician participation in Medi-
Cal, and to consider more far-reaching reforms in Medi-Cal and the state’s health care system.



I. Background

Medicaid originated in the mid-1960s as a jointly financed federal and state health insurance
program for low-income (predominantly women and children), disabled, and elderly Ameri-
cans. Medi-Cal, California’s Medicaid program, is the largest state Medicaid program in the
country. In 2001, Medi-Cal provided health insurance to more than five million Californians
at an estimated cost of more than $24 billion.3

Enrollment in the Medi-Cal program does not necessarily ensure access to health care services.
A survey of Medi-Cal beneficiaries conducted in 1999 found that 56 percent of beneficiaries
reported difficulty in finding doctors who were willing to treat Medi-Cal patients. Further, 
94 percent of beneficiaries stated that getting more doctors in the program was important.4

Until recently, however, there was little quantitative evidence available about the level of
physician participation in Medi-Cal. In February 2002, the Medi-Cal Policy Institute issued a
report on the findings from surveys of California physicians conducted in 1996 and 1998 
by the University of California, San Francisco (UCSF). This report found that in 1998, only
55 percent of primary care physicians and 57 percent of specialists in California’s urban coun-
ties had Medi-Cal patients in their practice.5 UCSF investigators also found that the number
of physicians per capita available to Medi-Cal beneficiaries was significantly less than it was for
the general population and that the ratio of primary care physicians available to Medi-Cal
patients was well below the workforce standards established by the Health Resources and
Services Administration.

California has implemented several strategies to improve Medi-Cal beneficiaries’ access to
physicians. One strategy has been to deliver Medi-Cal services through managed care. During
the 1990s, California, like many other states, enrolled many of its Medi-Cal beneficiaries in
managed care plans with the goal of improving patients’ access to care while controlling costs.
As of 2001, 51.4 percent of California’s Medi-Cal beneficiaries, predominantly women and

Physician Participation in Medi-Cal, 2001 7



8 Medi-Cal Policy Institute

children who are eligible through a link with the Temporary Assistance for Needy Families
(TANF) program, were enrolled in a managed care plan.6

A second approach to increasing physician participation has been to increase Medi-Cal reim-
bursement rates. California’s Medi-Cal reimbursement rates have historically been among the
lowest in the nation. In August 2000, California increased Medi-Cal physician fees from an
average of 57.7 percent to 65.2 percent of the average Medicare payment in California.7 These
increases were not distributed across the board; rather, they were targeted at services where
Medi-Cal fees lagged the furthest behind Medicare fee levels. Even with this increase, however,
California’s Medi-Cal fees ranked 42nd among states when adjusted for cost of living dif-
ferences. Around the country, low Medicaid payment rates have been associated with low
Medicaid participation of physicians, but some studies have also found that increasing rates
has only a marginal effect on improving participation.8,9

Relatively little is known about whether recent changes in California’s Medi-Cal program have
been associated with changes in physicians’ participation rates. In previous surveys, UCSF
investigators found that an increase in managed care enrollment from 23.7 percent to 43.3
percent of Medi-Cal beneficiaries between 1996 and 1998 was not associated with an increase
in primary care physicians’ participation in the program.10 In a separate cross-sectional study,
specialist physicians reported that they were less likely to accept Medi-Cal managed care pa-
tients than Medi-Cal fee-for-service patients, suggesting that access to specialists in the Medi-
Cal program might erode over time.11 However, these results were limited to urban areas and
covered a relatively short time period. The study also preceded the August 2000 increase in
Medi-Cal physician payments.

The purpose of this report is to expand what is known about physicians’ participation in the
Medi-Cal program by describing the results of a survey conducted in 2001 of primary care and
specialist physicians in California. This survey was expanded to include physicians practicing
in rural areas and a new cross-sectional sample of urban physicians. The results of this survey
are used to examine changes in primary care physicians’ participation in Medi-Cal over a five-
year period between 1996 and 2001, and specialist physicians’ participation between 1998
and 2001. In addition, the 2001 sample is used to compare California’s urban and rural physi-
cians’ participation in the Medi-Cal program. Studies from other states have suggested that 
a greater percentage of rural physicians than urban physicians have Medicaid patients in their
practice, and rural physicians derive a greater share of their income from Medicaid than
nonrural physicians.12,13



II. Survey Methods

The data presented in this report come from a 1996 survey of urban California primary care
physicians, a 1998 survey of urban California specialist physicians, and a 2001 survey of Cali-
fornia primary care and specialist physicians practicing in urban and rural areas in the state.
Investigators from the University of California, San Francisco conducted all three surveys.

Urban Sample

In fall 2001, investigators at UCSF mailed self-administered questionnaires to primary care
and specialist physicians practicing in the 13 largest urban counties in California (Alameda,
Contra Costa, Fresno, Los Angeles, Orange, Riverside, San Bernardino, San Diego, Sacra-
mento, San Francisco, San Mateo, Santa Clara, and Solano). The study counties contained 78
percent of California’s practicing physicians, 78 percent of the state’s population, and 77 per-
cent of the state’s Medicaid population.14,15 The physicians were identified from the American
Medical Association’s (AMA) Physician Masterfile. The Masterfile contains updated informa-
tion on all U.S. allopathic physicians and many osteopathic physicians, including those who
are not AMA members.

To be eligible for the survey, physicians had to be listed as providing direct patient care, and
they could not be in training or employed by the federal government. Primary care physicians
were sampled who listed their primary specialty as family practice, general practice, general
internal medicine, general pediatrics, or obstetrics and gynecology. Specialists were sampled if
they listed cardiology, dermatology, endocrinology, gastroenterology, general surgery, neurol-
ogy, ophthalmology, orthopedics, or otolaryngology as their specialty. These physicians were
chosen to provide a broad spectrum (procedure and nonprocedure oriented) of both surgical

Physician Participation in Medi-Cal, 2001 9
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and medical office-based specialties. Physicians were selected using a probability sample strati-
fied by county, specialty, and physician race/ethnicity with an oversampling of non-White
physicians. Completed questionnaires were obtained from 1,364 of the 2,240 eligible phy-
sicians (61 percent). There were no significant differences in response rates according to
county and physician sex. Response rates were significantly higher (p<0.05) for pediatricians
(67 percent), dermatologists (66 percent), endocrinologists (64 percent), White physicians (68
percent), and those who were board certified (62 percent).

Primary care physicians surveyed in 1996 were drawn using a probability sample stratified by
county and by physician race/ethnicity with an oversampling of non-White physicians from
the same 13 urban counties in California and using the same criteria as were used in the 2001
survey. Completed responses were obtained from 947 of the 1,336 eligible primary care phy-
sicians (71 percent). Specialist physicians surveyed in 1998 were similarly selected using a
probability sample stratified by county and by physician race/ethnicity with an oversampling
of non-White physicians. The 1998 sample of specialists included all specialties selected for the
2001 specialist sample with the exception of dermatology and otolaryngology. Completed
questionnaires were obtained from 978 of the 1,492 eligible specialist physicians (66 percent).
There were no significant differences in the age, sex, race, or specialty between respondents and
nonrespondents to the 1998 questionnaire.

Rural Sample

Physicians in the rural sample were drawn from all 58 counties in California and identified
from the American Medical Association’s Physician Masterfile. Two different categories of
rural location were used in the study. “Remote rural” regions consisted of those counties in
California classified by the Department of Agriculture as having a very rural score (5–8) on
the rural/urban continuum code.16 The rural/urban scale is based on whether or not an area is
a part of a metropolitan area as well as on the population density in nonmetropolitan areas. All
physicians with a practice address in these counties were considered to practice in remote rural
communities. “Nonremote rural” regions consisted of areas in counties that have lower rural
scores (0–4) on the rural/urban continuum. Rural areas in these counties were identified using
Medical Service Study Area (MSSA) rural/urban classifications from the California Office of
Statewide Health Planning and Development (OSHPD).17 MSSAs are used by California
government agencies to evaluate health care workforce shortage areas. They are defined by
contiguous census blocks that can be linked to contiguous zip code clusters that correspond to
recognizable subcounty neighborhoods. OSHPD defines rural MSSAs as those with popula-
tion densities of less than 250 residents per square mile and containing no city of 50,000 or
more residents. Physician office addresses were geographically coded to MSSAs to identify
those physicians in rural MSSAs in nonremote counties. Physicians were sampled from the
same specialties as used in the 2001 urban survey.
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Completed questionnaires were obtained from 398 of the 632 eligible rural physicians (63
percent). There were no significant differences in the age, sex, race, or specialty between rural
respondents and rural nonrespondents to the questionnaire.

Physician Questionnaire

With the exception of a few items, physicians were asked the same questions in the 1996, 1998,
and 2001 surveys. Questionnaire items included physician demographics, practice setting, and
characteristics of patients in practice. Physicians were asked whether they were taking any new
patients and, if so, whether they were accepting any new Medi-Cal patients with managed care
or fee-for-service insurance. Physicians were also asked about recent Medi-Cal policy changes
and a series of questions about their perceptions of Medi-Cal beneficiaries and the Medi-Cal
managed care program. A copy of the 2001 survey instrument is included in the appendix.

Survey Data Analysis

Physician participation in the Medi-Cal program was measured in three ways: (1) by whether
physicians had any Medi-Cal patients in their practice; (2) by the percentage of Medi-Cal
patients in physicians’ practices (practice concentration); and (3) by whether physicians who
were accepting new patients were accepting new Medi-Cal patients in their practice. Physi-
cians were further characterized by whether they participated in fee-for-service Medi-Cal only,
Medi-Cal managed care only, or both.

We operationalized the supply of physicians available to Medi-Cal patients as a function of 
the number of physicians caring for Medi-Cal patients and the respective percentage of such
patients in their practices. For example, a physician who reported that 20 percent of his/her
patients were Medi-Cal beneficiaries would constitute 0.2 Medi-Cal physician equivalents. We
divided our calculated supply of physician equivalents by 100,000 Medi-Cal beneficiaries. 

In the analysis, results from the urban sample were weighted to be generalizable to the overall
population of physicians in the sampled specialties in the 13 study counties. These results were
weighted by the inverse of the sampling fraction and the participation rate to account for over-
sampling of non-White physicians and differences in response rates among sampling strata.
The sample size was not sufficient to stratify results by county. Results from the rural sample
were weighted to be generalizable to the overall population of physicians practicing in rural
areas in the state. These results were weighted by the inverse of the sampling fraction and the
participation rate to account for differences in response rates among sampling strata. Weights
were truncated at the 95th percentile.

For many analyses, physicians were grouped according to specialty: primary care physicians
(family practice, general internal medicine, pediatrics, and obstetrics-gynecology), medical
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specialists (cardiology, endocrinology, gastroenterology, neurology, and dermatology), and sur-
gical specialists (ophthalmology, orthopedics, otolaryngology, and surgery).

Time trend analysis using the 2001 survey excluded the two physician specialties not included
in the 1998 survey (dermatology and otolaryngology).

Some of the changes observed over time were not statistically significant. In order to indicate
those instances, many of the time trend analysis results are displayed as weighted percentages
with error bars indicating the 95 percent confidence intervals. In cases where those error bars
overlap, the changes over time were not statistically significant.



III. Trends among Urban Physicians, 1996–2001

Participation in Medi-Cal

In 2001, only slightly more than half of the physicians practicing in California’s large urban
counties reported that they had Medi-Cal patients in their practice. This level of participation
indicates a small but not statistically significant decrease (indicated by the overlapping 95 per-
cent confidence interval bars) from the percentage of physicians who participated in 1996 and
1998 (Figure 1).
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Figure 1. Urban Physicians with Any Medi-Cal Patients in Practice
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Among primary care physicians, there was a significant increase over time in the percentage
that reported that their participation in Medi-Cal included patients in managed care (Figure
2). In 1996, less than half (44 percent) of the urban primary care physicians who participated
in Medi-Cal reported that they had Medi-Cal managed care patients in their practice. By
2001, involvement in Medi-Cal managed care was reported by more than two-thirds (68 per-
cent) of Medi-Cal participating primary care physicians. There was a much less dramatic shift
toward Medi-Cal managed care among specialists. In 2001, roughly half of medical and surgi-
cal specialists who participated in Medi-Cal had Medi-Cal managed care patients in their
practice, which represents a small but not statistically significant increase from 1998.

Among the 11 physician specialties included in the survey, the percentage of physicians with
Medi-Cal patients in their practice in 2001 ranged from 28 percent for orthopedic surgeons to
71 percent for general surgeons (Figure 3). In 7 of the 11 specialties there were fewer physi-
cians participating in Medi-Cal in 2001 than there had been in 1998. The largest decreases
were seen among orthopedic surgeons and endocrinologists, the two specialties that had the
lowest participation rate in 1998. However, the relatively small number of physicians surveyed
in each individual specialty limits the statistical significance of differences in participation be-
tween 1998 and 2001.

Physician participation rates in Medi-Cal were substantially lower than for the other major
public insurance program, Medicare (Figure 4). Of the 11 physician specialties, only pediatrics
reported more Medi-Cal patients than Medicare patients in their practice (for the obvious
reason that pediatricians do not care for patients over the age of 65). With the exception of
pediatrics, between 74 percent and 97 percent of physicians in the study specialties reported
that they had Medicare patients in their practice. The specialty with the smallest difference
between Medicare and Medi-Cal participation was obstetrics-gynecology (76 percent versus
64 percent).

Figure 2. Medi-Cal Participating Urban Physicians with

Medi-Cal Managed Care Patients in Practice
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Figure 3. Physician Participation in Medi-Cal by Specialty, 2001
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Figure 4. Physician Participation in Medi-Cal and Medicare by Specialty, 2001
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In 2001, the percentage of physicians accepting new Medi-Cal patients was significantly lower
than the percentage that were accepting any new patients. More than 90 percent of physicians
practicing in California’s large urban counties reported in 2001 that they were accepting new
patients into their practice (Figure 5). Approximately two thirds were accepting new private
HMO patients, and about half were accepting new Medi-Cal patients. A greater percentage of
primary care physicians were accepting new Medi-Cal patients into their practices than new
uninsured patients (50 percent versus 38 percent). Medical specialists and surgical specialists
accepted new Medi-Cal into their practice at about the same rate that they accepted new unin-
sured patients.

There was a small but not statistically significant downward trend over time in physicians’ will-
ingness to accept new Medi-Cal patients into their practice (Figure 6). The most significant

Figure 5. Physicians Accepting New Patients by Insurance Type, 2001
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Figure 6. Urban Physicians Accepting New Medi-Cal Patients
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decline was among surgical specialists. Of those who reported that they were accepting any
new patients, the percentage who were taking new Medi-Cal patients decreased from 56 per-
cent to 43 percent between 1998 and 2001. The decreased willingness to accept new Medi-
Cal patients was seen both among physicians with and without existing Medi-Cal patients in
their practice. Among surgical specialists with existing Medi-Cal patients in their practice, the
percentage who reported that they were unwilling to accept new Medi-Cal patients nearly
doubled over time from 20 percent in 1998 to 39 percent in 2001 (80 percent to 61 percent
acceptance rate) (Figure 7).

The average concentration of Medi-Cal patients in participating physicians’ practices did not
change significantly over time (Figure 8). Among primary care physicians who had Medi-Cal
patients in their practice, the median concentration was 10 percent in 1996 and 15 percent in
2001. (Results are displayed as medians rather than means to address the skewed distribution
in practice concentration caused by a few physicians who have very high numbers of Medi-Cal

Figure 8. Median Percent Medi-Cal among Urban Participating Physicians
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patients in their practice.) Among medical specialists, the median concentration of Medi-Cal
patients among participating physicians was 9 percent in 1998 and 10 percent in 2001. For
both groups, there was a trend toward an increase over time in the percentage of physicians
who reported that Medi-Cal patients made up more than 20 percent of their practice (Figures
9 and 10). For surgical specialists with Medi-Cal patients in their practice, the median con-
centration of Medi-Cal patients in their practice decreased from 7 percent to 5 percent over
time (Figure 8). There was little change over time in the percentage of surgical specialists who
reported that Medi-Cal patients comprised more than 20 percent of their practice (Figure 11).

Summing the number of visits primary care physicians provided to Medi-Cal patients, begin-
ning with the physicians who provided the most visits and moving toward those who provided
the least, reveals that approximately 25 percent of all primary care physicians provided 80 per-
cent of primary care visits to Medi-Cal patients in 2001 (Figure 12).

Figure 9. Percent of Patients in Medi-Cal among Participating Primary Care Physicians
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Figure 10. Percent of Patients in Medi-Cal among Participating Medical Specialists
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Overall, the availability of physicians for Medi-Cal beneficiaries in 2001 was significantly less
than what is recommended by federal workforce standards. The availability of physicians for
Medi-Cal beneficiaries is the product of three variables: (1) the willingness of physicians to
participate in Medi-Cal; (2) the concentration of Medi-Cal patients in the practices of par-
ticipating physicians; and (3) the overall supply of physicians in the region. As indicated in
Table 1, the number of primary care physicians available per 100,000 Medi-Cal patients was
46, compared to 70 for the population as a whole. Medi-Cal’s ratio fell well below the work-
force standard of 60 to 80 per 100,000, established by the Health Resources Services Admin-
istration. The mean number of medical specialists per 100,000 was less than half for Medi-Cal

Figure 11. Percent of Patients in Medi-Cal among Participating Surgical Specialists
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Figure 12. Distribution of Medi-Cal Visits Across All Primary Care Physicians, 2001
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beneficiaries (4 per 100,000) than for the population as a whole (10 per 100,000), and the
number of surgical specialists available to Medi-Cal beneficiaries (5 per 100,000) was one-
third of that available to the population as a whole (15 per 100,000). (See the methodology
section for a description of how these data were calculated.)

Physician Characteristics

There were few dramatic changes in the demographic and training characteristics of Medi-Cal
participating primary care physicians over time (Table 2). The decline in primary care physi-
cians’ participation in Medi-Cal was observed in most of the examined demographic and

Table 2. Percentage of Urban Primary Care Physicians Participating in Medi-Cal 

by Demographic, Training, and Practice Characteristics

1996 2001 Net Change

Age <50 60 53 –7
≥50 57 59 2

Gender Female 64 58 –6
Male 57 53 – 4

Race/Ethnicity White 55 51 – 4
Non-White 64 64 0

Board Certification Yes 58 54 – 4
No 61 64 3

Education International Medical Graduate 71 68 –3
U.S. Medical Graduate 54 50 – 4

Practice size Solo 61 60 –1
2–10 66 50 –16
>10 62 75 13

Income ≤$140,000/yr. 62 57 –5
>$140,000/yr. 50 55 5

Practice Setting Clinic 73 100 27
Office Based 63 60 –3
Staff/Group Model HMO 39 37 –2

Source: UCSF Surveys of California Physicians: 1996 and 2001

Table 1. Supply of Physicians in Urban Areas, 2001

Number of Medi-Cal Physician All Physicians/
Number of Medi-Cal Number of Equivalents/100,000 100,000 
Physicians Beneficiaries Residents Medi-Cal Beneficiaries Residents

Primary Care 18,469 4,637,316 26,410,765 46 70

Obstetrics-Gynecology 3,181 4,637,316 26,410,765 15 12

Medical Specialists 2,707 4,637,316 26,410,765 4 10

Surgical Specialists 4,022 4,637,316 26,410,765 5 15

Sources: UCSF Survey of California Physicians, 2001; AMA Physician Masterfile, 2001; California Department of Health Services, Medical Care
Statistics Section, 2001; and U.S. Census, 2000
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Table 3. Percentage of Urban Medical Specialists Participating in Medi-Cal 

by Demographic, Training, and Practice Characteristics

1998 2001 Net Change

Age <50 60 52 –8
≥50 54 56 2

Gender Female 54 60 6
Male 57 56 –1

Race/Ethnicity White 53 53 0
Non-White 65 60 –5

Board Certification Yes 56 55 –1
No 60 56 – 4

Education International Medical Graduate 61 60 –1
U.S. Medical Graduate 54 52 – 2

Practice size Solo 58 47 –11
2–10 67 58 –9
>10 75 57 –18

Income ≤$200,000/yr. 58 64 6
>$200,000/yr. 58 49 –9

Practice Setting Clinic 100 100 0
Office Based 63 53 –10
Staff/Group Model HMO 10 45 35

Source: UCSF Surveys of California Physicians: 1998 and 2001 

Table 4. Percentage of Urban Surgical Specialists Participating in Medi-Cal 

by Demographic, Training, and Practice Characteristics

1998 2001 Net Change

Age <50 63 65 2
≥50 51 45 –6

Gender Female 69 76 7
Male 55 48 –7

Race/Ethnicity White 52 54 2
Non-White 65 49 –16

Board Certification Yes 56 51 – 5
No 62 75 13

Education International Medical Graduate 64 58 –6
U.S. Medical Graduate 55 51 – 4

Practice size Solo 55 54 –1
2–10 65 59 –6
>10 78 69 –9

Income ≤$200,000/yr. 62 65 3
>$200,000/yr. 49 46 –3

Practice Setting Clinic — — —
Office Based 61 57 –4
Staff/Group Model HMO 18 27 9

Source: UCSF Surveys of California Physicians: 1998 and 2001 
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training subgroups. Practice size and setting appeared to be somewhat more predictive of
changes over time with increased Medi-Cal participation among physicians practicing in
groups of more than 10 physicians and among clinic-based physicians.

Similarly, the decline in medical and surgical specialists’ participation in Medi-Cal was re-
flected in most of the demographic and training subgroups (Tables 3 and 4). The percentage
of non-White medical specialists and surgical specialists participating in Medi-Cal decreased
over time, but these percentages should be viewed with some caution because of the small
sample sizes in these subgroups. In contrast to the primary care physicians, increased partici-
pation was not reported among medical and surgical specialists working in groups with more
than ten physicians.

In 2001, more than a third of Medi-Cal
beneficiaries reported that their primary
language was not English; 36 percent of
beneficiaries reported Spanish as their pri-
mary language (Figure 13). A similar pro-
portion of primary care physicians
participating in Medi-Cal (29 percent) re-
ported in 2001 that they spoke Spanish
(Figure 14). This represents a small but not
statistically significant increase from the 26
percent who reported in 1996 that they
spoke Spanish. During both time periods there were fewer Medi-Cal participating medical
and surgical specialists than primary care physicians who spoke Spanish and Chinese (Figures
15 and 16).

Figure 13. Medi-Cal Beneficiaries 

by Primary Language, 2001

Source: California Department of Health Services, 
Medical Care Statistics Section, 2001
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Figure 14. Participating Primary Care Physician Language Fluency
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The majority of Medi-Cal physicians reported in 2001 that either they or someone in their
office setting could provide Spanish translation. Among Medi-Cal physicians, 85 percent of
primary care physicians, 73 percent of medical specialists, and 69 percent of surgical specialists
reported that Spanish translation was available in their offices (Table 5). Chinese dialects were
spoken by Medi-Cal physicians or their office staff in 22 percent of primary care physicians’
offices, 15 percent of medical specialists’ offices, and 14 percent of surgical specialists’ offices.

Perceptions of Medi-Cal

In general, physicians’ reluctance to participate in the Medi-Cal program may be explained by
their negative perceptions of the Medi-Cal program and Medi-Cal managed care. The vast
majority of urban primary care physicians reported that it was difficult to care for Medi-Cal
patients, that Medi-Cal reimbursement was inadequate, and that the program had burden-

Figure 15. Participating Medical Specialist Language Fluency
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Figure 16. Participating Surgical Specialist Language Fluency
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some paperwork (Figure 17). Between 1996 and 2001, primary care physicians’ negative per-
ceptions of Medi-Cal reimbursement remained relatively stable. (Medical specialists and surgi-
cal specialists were not asked these questions in prior surveys.)

Despite the fact that a Medi-Cal physician rate increase was implemented statewide between
the time of the baseline and the follow-up surveys (in August 2000), nearly half of all surveyed
physicians reported that they did not know if their Medi-Cal payments had changed in the
past 18 months (Figures 18, 19, and 20). Fee increases varied by service and patient character-
istics, but a typical office visit for an established patient increased from approximately $18 to
$24. The greater the concentration of Medi-Cal patients in a physician’s practice the more
likely the physician was to know that Medi-Cal payments had increased in the previous 18
months. However, less than one-quarter of physicians with Medi-Cal patients in their practice
reported that Medi-Cal rates increased in the past 18 months. And, even among physicians
whose practice concentrations were more than 20 percent Medi-Cal patients, less than a third
reported that Medi-Cal payment rates had increased. This finding may be due in part to the
fact that the rate increases were not implemented across the board, but rather were targeted at
specific services. Physicians who infrequently provide the services that received the largest in-
creases may have been less likely to notice the change.

Figure 17. Urban Primary Care Physicians’ Perceptions about the Medi-Cal Program
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Table 5. Language Skills of Participating Medi-Cal Physicians, 2001

Primary Care Medical Specialists Surgical Specialists

“I speak “Physician or “I speak “Physician or “I speak  “Physician or
language office staff language office staff language office staff
fluently” fluent/translates” fluently” fluent/translates” fluently” fluent/translates”

Spanish 29% 85% 17% 73% 18% 69%

Chinese 11% 22% 7% 15% 5% 14%

Source: UCSF Survey of California Physicians, 2001
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Figure 19. Urban Medical Specialists’ Perceptions of Medi-Cal Rate Changes

in Prior 18 Months by Participation in Medi-Cal, 2001
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Figure 20. Urban Surgical Specialists’ Perceptions of Medi-Cal Rate Changes

in Prior 18 Months by Participation in Medi-Cal, 2001
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Figure 18. Urban Primary Care Physicians’ Perceptions of Medi-Cal Rate Changes

in Prior 18 Months by Participation in Medi-Cal, 2001
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Primary care and specialist physicians reported predominantly negative perceptions of Medi-
Cal managed care and their opinions about many aspects of this delivery system have become
more negative over time (Figure 21). Among primary care physicians, there was little change
over time in the percentage who reported that Medi-Cal managed care was improving the pro-
gram but a sharp decrease in the percentage who reported that managed care was making it
easier to obtain tests and consultations for Medi-Cal patients (from 61 percent in 1996 to 37
percent in 2001). There was also an increase over time in the percentage who said Medi-Cal
managed care was increasing hassles associated with caring for Medi-Cal patients (from 61
percent to 68 percent). On a positive note, there was an increase over time in the percentage of
physicians who reported that managed care was decreasing delayed or denied Medi-Cal pay-
ments (from 46 percent in 1996 to 53 percent in 2001).

Perhaps most notably, primary care physicians expressed increasingly negative opinions of
Medi-Cal managed care’s effect on reimbursement rates. In 1996, almost two-thirds (64 per-
cent) of primary care physicians expressed the positive opinion that Medi-Cal managed care
was increasing the reimbursement they could receive for caring for Medi-Cal patients. By
2001, the percentage of primary care physicians who expressed this opinion dropped dramat-
ically to 28 percent.

The findings, with a few exceptions, were similar for medical and surgical specialists (Figures
22 and 23). On the positive side, there was a decline in the percentage of surgical specialists
over time who reported that managed care was increasing the hassles associated with caring for
Medi-Cal patients. There was a small but not statistically significant increase in the percentage
of surgical specialists who reported that Medi-Cal managed was decreasing delayed or denied
payments. However, there was a substantial decrease over time in the percentage of medical

Figure 21. Urban Primary Care Physicians’ Perceptions about Medi-Cal Managed Care
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and surgical specialists who reported that managed care was improving the Medi-Cal program
or that the number of Medi-Cal patients in their practice was increasing as a result of managed
care. Less than 20 percent of medical and surgical specialists reported in 1998 that managed
care was increasing their reimbursement for Medi-Cal patients, and that percentage declined
slightly over time.

Figure 23. Urban Surgical Specialists’ Perceptions about Medi-Cal Managed Care

Figure 22. Urban Medical Specialists’ Perceptions about Medi-Cal Managed Care
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IV. Comparison of Urban and Rural Physicians, 2001

Participation in Medi-Cal

Rural physicians were much more likely than urban physicians to report that they participated
in Medi-Cal. Physicians in remote rural communities were especially likely to care for Medi-
Cal patients (Figure 24). In remote rural regions, 79 percent of primary care physicians had
Medi-Cal patients in their practice, compared with 67 percent of primary care physicians in
less remote rural regions and 56 percent of primary care physicians in urban communities. A
similar pattern was observed for medical specialists. For surgical specialists, the vast majority of
physicians in both nonremote rural (83 percent) and remote rural areas (85 percent) had
Medi-Cal patients in their practice, compared with only about half of urban surgical special-
ists who had Medi-Cal patients in their practice.

Figure 24. Physicians with Any Medi-Cal Patients in Practice, 2001
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Participating rural Medi-Cal physicians also tended to have a greater concentration of Medi-
Cal patients in their practice than did participating urban physicians (Figure 25). The median
concentration of Medi-Cal patients in the practices of participating rural physicians was 20
percent for primary care physicians, 10 percent for medical specialists, and 13 percent for sur-
gical specialists. The comparable concentrations for urban participating Medi-Cal physicians
were 15 percent for primary care physicians, 10 percent for medical specialists, and 5 percent
for surgical specialists.

The availability of physicians for Medi-Cal beneficiaries in rural areas is the product of several
variables. Two of these variables are described in Figures 24 and 25: (1) the willingness of phy-
sicians to participate in Medi-Cal; and (2) the concentration of Medi-Cal patients in the
practices of participating physicians. The third key variable is the overall supply of physicians
in the region.

For the first two variables, rural Medi-Cal beneficiaries have an advantage over urban benefi-
ciaries due to the greater rate of rural physician participation in Medi-Cal. However, in most
specialties, there are fewer physicians overall per capita in rural regions than in urban areas. As
indicated in Table 6, with the exception of surgical specialists, urban areas of California have
more total physicians per 100,000 population (all residents) than do rural areas. (The lack of
difference in the overall supply of surgical specialists between rural and urban areas is largely
due to the greater proportion of general surgeons practicing in rural communities, with fewer
surgical subspecialists located in these areas.)

The net result of these three factors is that despite a smaller overall supply of physicians in
rural areas, the supply of participating Medi-Cal physician equivalents per 100,000 Medi-Cal
beneficiaries is similar in urban and rural regions of the state. (See the methodology section for
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Figure 25. Medi-Cal Participation and Practice Concentration

Source: UCSF Survey of California Physicians, 2001
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a description of how physician equivalents were calculated.) It should be noted that the data
on physician supply in Table 6 do not necessarily indicate whether physicians are located at a
convenient distance from patients. Although the overall count of Medi-Cal physician equiva-
lents in rural communities may be comparable to those in urban areas, rural populations tend
to be dispersed over a much wider area and may have to travel much longer distances to reach
physicians, who tend to be clustered in major towns and rural cities.

Surprisingly, although rural physicians were much more likely than urban physicians to have
Medi-Cal patients in their practice, they were not necessarily more likely to accept new 
Medi-Cal patients. Among primary care physicians, similar percentages of rural and urban
physicians were accepting new Medi-Cal patients (55 percent versus 51 percent) (Figure 26).
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Figure 26. Primary Care Physicians Accepting New Medi-Cal Patients, 2001
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Table 6. Supply of Physicians in Urban Versus Rural Areas, 2001

Number of Medi-Cal Physician All Physicians/
Number of Medi-Cal Number of Equivalents/100,000 100,000 
Physicians Beneficiaries Residents Medi-Cal Beneficiaries Residents

Urban

Primary Care 18,469 4,637,316 26,410,765 46 70

Obstetrics-Gynecology 3,181 4,637,316 26,410,765 15 12

Medical Specialists 2,707 4,637,316 26,410,765 4 10

Surgical Specialists 4,022 4,637,316 26,410,765 5 15

Rural

Primary Care 2,173 742,360 3,989,474 53 54

Obstetrics-Gynecology 261 742,360 3,989,474 13 7

Medical Specialists 273 742,360 3,989,474 3 7

Surgical Specialists 600 742,360 3,989,474 10 15

Sources: UCSF Survey of California Physicians, 2001; AMA Physician Masterfile, 2001; California Department of Health Services, Medical Care
Statistics Section, 2001; and U.S. Census, 2000

Note: represents 95 percent confidence interval.
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The difference between rural and urban medical specialists was especially pronounced for
those physicians who had existing Medi-Cal patients in their practice. Only 47 percent of
rural medical specialists with Medi-Cal patients already in their practice were accepting new
Medi-Cal patients, compared with 73 percent of urban medical specialists with Medi-Cal
patients in their practice (Figure 27). Rural surgical specialists were much more likely than
urban surgical specialists to accept new Medi-Cal patients (42 percent versus 76 percent) 
(Figure 28).

Medi-Cal managed care plays a much smaller role in rural physician practices than it does in
urban physician practices. For example, whereas only 32 percent of urban primary care physi-
cians participating in Medi-Cal limited their participation to fee-for-service Medi-Cal pa-
tients, 75 percent of rural and 89 percent of remote rural primary care physicians participating
in Medi-Cal had no managed care Medi-Cal patients in their practice (Figure 29). This find-
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Figure 28. Surgical Specialists Accepting New Medi-Cal Patients, 2001
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Figure 27. Medical Specialists Accepting New Medi-Cal Patients, 2001
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ing is to be expected given that Medi-Cal managed care is primarily available in California’s
largest urban counties and not in most rural communities. Similarly, medical specialists and
surgical specialists working in rural areas were less likely than their urban counterparts to have
Med-Cal managed care patients in their practice (Figures 30 and 31).

Figure 30. Type of Medi-Cal Patients among Participating Medical Specialists, 2001
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Figure 31. Type of Medi-Cal Patients among Participating Surgical Specialists, 2001
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Figure 29. Type of Medi-Cal Patients among Participating Primary Care Physicians, 2001
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Physician Characteristics

The characteristics of rural physicians participating in Medi-Cal in 2001 were somewhat dif-
ferent than those of their urban counterparts. However, most of these differences can be
explained by the differences in the demographic characteristics of the overall population of
rural and urban physicians. Rural physicians participating in Medi-Cal are younger than
urban Medi-Cal physicians. Whereas 15 percent of rural Medi-Cal physicians are younger
than 40 years of age, only 7 percent of urban Medi-Cal physicians are younger than 40 (Fig-
ures 32 and 33). These patterns mirror the age distribution of physicians overall in rural and
urban areas of California. Some 14 percent of all rural physicians, compared with 7 percent of
all urban physicians, are under age 40. This finding is counter to the widely held belief that
rural physicians tend to be older than their urban counterparts. Special programs, such as the
National Health Service Corps and Loan Repayment Programs, used to attract recent resi-
dency graduates to physician shortage areas may explain the preponderance of young physi-
cians in rural areas.

In rural areas, there is a slightly higher percentage of White physicians among Medi-Cal par-
ticipants (77 percent) than among all surveyed physicians in these communities (73 percent),
whereas in urban areas, White physicians constitute a smaller proportion of Medi-Cal partici-
pants (59 percent) than of the overall pool of physicians in these areas (63 percent) (Figures 34
and 35). Stated another way, in rural areas White physicians are slightly more likely than 
non-White physicians to participate in Medi-Cal, whereas in urban areas White physicians 
are somewhat less likely to participate in Medi-Cal than non-White physicians. (Because of 
the limited sample size for rural physicians, it is not possible to provide precise estimates of
participation data by specific racial-ethnic group.)

Figure 33. Urban Physician Age, 2001
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Figure 32. Rural Physician Age, 2001
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The percentage of Medi-Cal physicians in rural areas who are international medical graduates
(IMGs) (18 percent) is roughly in line with the percentage of all surveyed physicians in rural
regions that are IMGs (19 percent) (Figure 36). However, IMGs in urban areas appear more
likely than U.S. medical graduates to participate in Medi-Cal. Some 36 percent of Medi-Cal
physicians in urban areas are IMGs, compared to 30 percent of all surveyed physicians (Figure
37). Many IMGs make use of J1 visa waiver programs to remain in the United States to prac-

Figure 35. Urban Physician Race/Ethnicity, 2001
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Figure 34. Rural Physician Race/Ethnicity, 2001
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Figure 36. Rural Physician IMG Status, 2001
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Figure 37. Urban Physician IMG Status, 2001
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tice after completing their residency training. These visa waiver programs require that IMGs
find an underserved community to sponsor their practice placements. Our findings suggest
that rural communities are not particularly dependent on IMGs to serve Medi-Cal patients.

Rural primary care physicians are more likely than their urban counterparts to work in com-
munity health centers or similar types of clinics. Some 21 percent of rural primary care physi-
cians participating in Medi-Cal work in clinics, compared with only 8 percent of urban
participating primary care physicians (Figure 38).

Perceptions of Medi-Cal

The greater likelihood of rural physicians participating in Medi-Cal does not mean that rural
physicians have more positive perceptions than urban physicians of the Medi-Cal program.
On questions related to reimbursement, paperwork, caring for patients, and getting tests and
specialty consults, rural physicians reported perceptions that were as negative if not somewhat
more negative than their urban counterparts (Figures 39, 40, and 41).

This finding raises the obvious question of why rural physicians are much more likely to care
for Medi-Cal patients than are urban physicians. The 2001 survey does not provide direct
answers to this question, but it does raise several possible factors that may explain this phe-
nomenon. First, community health centers are a much more common practice setting for rural
physicians than for urban physicians. In many rural areas, federally funded rural health clinics
provide the critical practice infrastructure for physicians and other clinicians that serve a di-
verse patient population, including privately insured patients and Medicare beneficiaries, in
addition to Medi-Cal beneficiaries and the uninsured. Compared with private physician of-
fices, federally funded or federally qualified health centers command higher Medi-Cal pay-
ments under “cost-based” reimbursement policies, making Medi-Cal participation more
economically attractive to these sites.

Figure 38. Practice Setting of Primary Care Physicians, 2001
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Figure 41. Surgical Specialists’ Perceptions about Medi-Cal, 2001
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Figure 40. Medical Specialists’ Perceptions about Medi-Cal, 2001
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Figure 39. Primary Care Physicians’ Perceptions about Medi-Cal, 2001
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Second, the lower overall supply of physicians in most specialties in rural areas compared to
urban areas, and the greater distances between medical offices and clinics in rural regions, may
motivate rural physicians to participate in Medi-Cal. Physicians in rural communities may feel
a greater obligation to care for Medi-Cal patients when they perceive that Medi-Cal beneficia-
ries have fewer available local alternatives for care. Finally, the fact that rural physicians are
more likely to have Medi-Cal patients in their practice but, in many specialties, are not more
likely than urban physicians to accept new Medi-Cal patients suggests that rural physicians
may have more stable patient populations than do urban physicians. Physicians in sparsely
populated communities may have long-term patient-physician relationships with Medi-Cal
beneficiaries and thus have relatively high numbers of Medi-Cal patients in their practice even
when no longer accepting new Medi-Cal patients.

38 Medi-Cal Policy Institute
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V. Discussion

A key element of the Medi-Cal program is the availability of physicians who are willing to care
for Medi-Cal beneficiaries. Only about half of California physicians participate in Medi-Cal,
and many of those have negative perceptions about the Medi-Cal program. This rate of physi-
cian participation is substantially lower than Medicaid physician participation rates in other
parts of the country during a similar time period, and it contributes to Medi-Cal physician
workforce shortages in both urban and rural California. A recent report of a 2001 national
survey of physicians found that 85.4 percent were serving Medicaid patients.18 This 2001 re-
sult represented a small decline from the 87.1 percent physician participation rate in 1997, but
it is still dramatically higher than that found in California.

During the 1990s, California expanded Medi-Cal managed care and increased physician fees
in the Medi-Cal program in an attempt to increase physician participation in the program.
Based on the results of surveys conducted over time among random samples of California
physicians, these strategies do not appear to be associated with an increase in physician partici-
pation in Medi-Cal. Physicians’ persistently negative opinions about Medi-Cal payment rates
and increasingly negative opinions about Medi-Cal managed care over time suggest that these
issues contribute to their low level of participation. However, since these policies were not in-
troduced in an experimental fashion, we cannot say with complete certainty whether physician
participation rates might have declined even more significantly in the absence of these policy
changes.

Although their overall participation in Medi-Cal was similar, primary care physicians had a
greater percentage of Medi-Cal patients in their practice than specialists, and were more likely
to participate in Medi-Cal managed care. This may reflect differences in the kinds of Medi-Cal
patients for whom each group of physicians cares as well as differences in their views of Medi-
Cal managed care. Although the survey did not probe this directly, we suspect that specialists
were more likely than primary care physicians to have Medi-Cal patients who were also cov-
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ered by Medicare in their practice. For example, orthopedists and ophthalmologists care for a
disproportionately older patient population. Since Medi-Cal managed care was predomi-
nantly targeted on programs that affect women and children, it is not entirely surprising that
specialists were less involved in this change than primary care physicians.

Primary care physicians initially expressed more enthusiasm than specialists for Medi-Cal
managed care. In 1996, a majority of primary care physicians believed that Medi-Cal managed
care was going to improve the care they could offer Medi-Cal patients and the payments they
would receive for doing so. However, by 2001, despite their varying degrees of experience with
Medi-Cal managed care, both primary care and specialist physicians reported that they were
less likely to take care of Medi-Cal beneficiaries because of Medi-Cal managed care.

The other strategy used to increase physicians’ participation in Medi-Cal was to increase
physician payments. Although there was a Medi-Cal physician fee increase in 2000, the size of
the increase only moved California from 46th to 42nd among states after adjusting for cost of
living differences.19 Most physicians surveyed in the 18 months following this physician fee
hike in Medi-Cal reported that Medi-Cal payments were too low and that they were not aware
of any recent payment changes. The lack of an increase in physician participation in the Medi-
Cal program in association with the increase in Medi-Cal physician fees suggests that this was
either not the key issue that determined whether physicians participated, or that the size of the
payment increase was not sufficient to gain the attention and interest of a large number of
physicians. Given how negatively physicians rated Medi-Cal reimbursement, we suspect that
the latter explanation is paramount.

Although the supply of physicians in general is more limited for individuals living in rural
areas as compared to urban areas, the greater willingness of rural physicians to care for Medi-
Cal patients makes the availability of Medi-Cal physicians similar for Medi-Cal beneficiaries
in urban and rural areas. Similarities in the supply of physicians for Medi-Cal beneficiaries
should not be interpreted as meaning that these patients have the same degree of access to care,
as the survey did not measure other potentially important barriers such as how far an individ-
ual needs to travel for care.

The higher rates of physician participation in rural communities may hold lessons for overall
policies to address physician participation in the Medi-Cal program. The structure of physi-
cian practice in rural communities, with a more central role for community health centers,
may in part explain why rural physicians are more likely to care for Medi-Cal patients. Further
gains in physician participation in Medi-Cal in urban areas may be limited by the traditional
private practice office structure that predominates in urban areas. The organized group prac-
tice structure of clinics, as well as access to cost-based reimbursement, may be a necessary ele-
ment in enhancing physician involvement in Medi-Cal. Differences in the overall social
context of rural and urban areas may be another key factor explaining greater physician partic-
ipation in Medi-Cal in rural communities. Physicians in rural areas, particularly those areas
with few physicians in practice, may feel a greater obligation to respond to community needs.
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Urban areas often lack some of the social cohesiveness and familiarity that may enhance physi-
cian involvement in Medi-Cal in rural communities.

California’s budget crisis is likely to result in reduced funding for the Medi-Cal program in the
near future. Although there has been little evidence to suggest that the administrative cost in-
vestment in Medi-Cal managed care results in substantial cost savings, California like other
states is unlikely to view the current fiscal crisis as a reason to retreat from this approach.
Around the country, most states believe that Medicaid managed care provides them with
greater cost and performance accountability.20 Instead, current proposals to decrease the cost of
the Medi-Cal program are focused on decreasing the pool of individuals eligible for coverage,
decreasing covered benefits, decreasing the length of enrollment with more frequent eligibility
determinations, and decreasing payments to providers.

Based on the concerns physicians expressed in this study, reductions in physician payments
along with the increased administrative work that will be required of medical practices to de-
termine whether a patient is eligible and enrolled in Medi-Cal will probably contribute to fur-
ther erosion of physicians’ willingness to participate in caring for Medi-Cal patients. These
changes will most likely accelerate “reverse mainstreaming” of Medi-Cal patients from private
physicians’ offices to safety net providers such as community health centers and county clinics.

Policymakers in California face the following three broad options for addressing low levels of
physician participation in Medi-Cal:

1. Increase—or, at a minimum, maintain—the participation of physicians in
Medi-Cal by increasing payment rates and/or reducing the cost of doing busi-
ness with Medi-Cal. It will be costly to lure more physicians into the Medi-Cal
program. California would need to make a substantial investment in physician
fees just to raise them to a level that is comparable to the average of other
states’ Medicaid physician payment rates, let alone to the level of Medicare and
California commercial rates. Nevertheless, there are potentially several options
to cover the cost of raising physician payment levels, each with its own draw-
backs. One option is to increase general fund revenues dedicated to the Medi-
Cal program. A second option is to reallocate funds that are already earmarked
for Medi-Cal. Compared to other states, California has traditionally chosen to
offer relatively generous Medi-Cal eligibility guidelines and benefits in lieu of
bolstering physician payment rates. In reality, however, the state is very un-
likely to increase Medi-Cal physician fees in the current political and eco-
nomic environment. Few politicians are likely to be willing to support fee
increases for physicians at a time when cuts in Medi-Cal eligibility and benefits
are occurring.

An alternative but as yet untested method for raising funds to increase Medi-
Cal physician fees that would not require additional general fund revenues
would be to spread the burden of low Medi-Cal physician payment rates across
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all physicians by supplementing Medi-Cal payments with revenues from a tax
on physician services. In this option, the state would levy a small tax on physi-
cian payments from all sources in the state, and these funds would be ear-
marked for the Medi-Cal program to increase Medi-Cal physician fees.
Physicians with a high concentration of Medi-Cal patients would experience a
net gain in income; those who had few or no Medi-Cal patients would experi-
ence a net loss in income. This is similar to the strategy applied in some states,
such as Massachusetts, for creating a pool of funds to cover uncompensated
hospital care. However, we are not aware of any states currently using this ap-
proach to cover ambulatory Medicaid costs, and there may be major barriers to
adopting this approach. This strategy would undoubtedly face major political
opposition, but it might offer a mechanism for increasing Medi-Cal physician
fees and Medi-Cal physician participation without adding to the public’s tax
burden.

The state could also consider nonfinancial Medi-Cal reforms that would not
necessarily have adverse budgetary impacts as a way to make Medi-Cal more
“physician friendly” in its administration. Examples might include simplifying
claims submission and processing procedures, reducing payment delays, and
allowing presumptive eligibility determinations at provider sites. However,
there is no evidence to suggest that modest changes of these types would lead
to meaningfully greater physician participation in Medi-Cal.

2. Expand the pool of providers by creating new opportunities for nonphysician
clinicians to serve Medi-Cal beneficiaries. Rather than try to increase physician
participation, an alternative approach is to expand the role of nonphysician
clinicians. This approach could preserve resources for other Medi-Cal policy
goals and represent a more realistic assessment of Medi-Cal’s status in the cur-
rent policy environment. It is possible that many more nonphysician clinicians
capable of delivering services traditionally provided by physicians would be
willing to participate in Medi-Cal at current physician payment rates, if Medi-
Cal allowed more opportunities for these nonphysician clinicians to function
as autonomous providers and to bill Medi-Cal directly for services. Even
though Medi-Cal regulations already provide some opportunities for non-
physician clinicians to bill Medi-Cal directly, many regulatory barriers (such as
limitations on pharmaceutical prescribing) restrict nonphysician clinician par-
ticipation in the program as autonomous providers. Changes in state regula-
tions regarding nonphysician clinicians’ scope of practice tailored to
participation in Medi-Cal might enhance Medi-Cal beneficiaries’ access to
care. However, the potential benefits for access to care of reducing such regula-
tory barriers must be weighed against concerns about whether these changes
would adversely affect the quality of care for Medi-Cal beneficiaries.
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3. Abandon the strategy of a stand-alone insurance program for the poor and re-
place Medi-Cal with a “mainstream” health insurance plan that covers Cali-
fornians of all income levels. The most far-reaching version of this approach
would be a universal “single payer” system in which Medi-Cal would no longer
remain a distinct program. One payment standard would apply for all Califor-
nians enrolled in the plan. A recent independent economic analysis performed
for the California Health Care Options Project indicated that the administra-
tive cost savings from a single payer approach might offset the additional cost
of providing universal coverage.21 This approach would involve far-reaching
changes not only in Medi-Cal, but also in the state’s entire health care system,
with many hurdles to enactment. However, the growing sense of a health care
system crisis across the health insurance spectrum in California may provide
an opportunity for fundamental restructuring of Medi-Cal and other health
insurance plans. At least one single payer bill will be considered by the Cali-
fornia legislature in 2003.

In summary, the supply of physicians caring for Medi-Cal patients is below federal workforce
standards and physicians’ participation in Medi-Cal appears to be slowly declining over time.
In view of how negatively physicians regard Medi-Cal, it is perhaps remarkable that the avail-
ability of physicians in the program is not even worse. The state’s current budgetary con-
straints will force policymakers to confront the priorities of the Medi-Cal program, to
question the policy objectives for physician participation in Medi-Cal, and to consider more
far-reaching reforms in Medi-Cal and the state’s health care system.
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Appendix: Survey Instrument
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