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Summary of Findings 
 

 
A confluence of demographic, geographic, regulatory, and economic factors is affecting and 
will continue to affect the supply of primary care physicians in Colorado and the United 
States.  These trends have long-term implications for the access to, and the availability of, 
primary care services in Colorado.  At the State level, we find that most of the variables that 
affect the access to, the supply of, and demand for primary care are difficult (if not 
impossible) to control, cost-prohibitive, and/or the result of federal policies. 
 
However, policy makers in Colorado do control some variables, notably the regulatory 
environment and financial support to providers and medical students via public budgets. Our 
first finding is that policy makers should take care not to exacerbate the situation via 
regulations or increased costs to physicians or medical students. Future policy 
opportunities should be scrutinized for any impact on the financial viability or supply of 
primary care physicians and services. 
 
In addition, our major findings also include:  
 
• By 2025, the share of Colorado’s population aged 65 and over will nearly double.  

At the same time, approximately one-third of physicians in Colorado now are 
older than 55.  Thus, many physicians will be retiring while demand for health 
care will be rising. 

 
• By 2020, adjusted for patient age and demand, the number of family physicians 

relative to the population aged 55 and over could plummet by 38% in Colorado. 
 
• While State Medicaid reimbursement rates for physician office visits have increased in 

recent years, they were unchanged for several years before that.  For office visits, 
commercial insurers pay an average of 21% more than Medicare and 40% more than 
Medicaid. 
  

• High and rising medical school costs coupled with higher compensation for 
specialty fields versus primary care are creating a disincentive for students to 
pursue primary care as a career.  Many trends at present indicate that current 
ratios of physicians to patients will worsen. 

 
• Government reimbursement rates for both Medicare and Medicaid are frequently 

below the cost of service, limiting the available supply of physicians to treat 
Coloradans in public programs. 

 
• Rural health care access in Colorado is severely constrained and inconsistent. 

With respect to Colorado right now, the United States Department of Health and 
Human Services has designated 57 of the 64 counties as primary care shortage 
areas. 

   
• Surveys indicate that physicians respond to changes in liability insurance costs.  

Higher liability costs or other practice expenses could cause a disruption in 
availability of primary care services, especially obstetrical care in rural areas. 
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Introduction 
 
The goal of this paper is to illustrate what we find to be a precarious situation with the 
availability of and prospects for primary care in Colorado.  The cornerstone of medical 
care is the primary care physician and in a fundamental way, access to primary care is 
associated with better health outcomes at lower costs.  Thus, there are both financial and 
health reasons to pay attention to the issues surrounding the delivery and supply of 
primary care services in Colorado. 
 
We present these findings in the broad categories of demographic trends, geography/rural 
issues, and economic and regulatory issues.  We also present policy opportunities that we 
(or other experts as noted) believe would result in an improved environment for primary 
care services in Colorado.  
 
What is the definition of “primary care?” 
 
For the purposes of this paper, we call on two definitions of primary care:  According to 
the Association of American Medical Colleges, a primary-care physician’s specialties 
include: adolescents, families, geriatrics, general practice, internal medicine and 
pediatrics.1  In rural areas, this would include Obstetrics and Gynecology.   
 
Meanwhile, the American Academy of Family Physicians uses a broader definition:  
 

“Primary care is that care provided by physicians specifically trained for and 
skilled in comprehensive first contact and continuing care for persons with any 
undiagnosed sign, symptom, or health concern (the "undifferentiated" patient) not 
limited by problem origin (biological, behavioral, or social), organ system, or 
diagnosis.  Primary care includes health promotion, disease prevention, health 
maintenance, counseling, patient education, diagnosis and treatment of acute and 
chronic illnesses in a variety of health care settings (e.g., office, inpatient, critical 
care, long-term care, home care, day care, etc.). Primary care is performed and 
managed by a personal physician often collaborating with other health 
professionals, and utilizing consultation or referral as appropriate…”2 

 
How does Colorado’s Demography Affect Primary Care? 
 
Aging Population.  For both the United States and Colorado, the aging of the population 
is going to have profound impacts on many areas of society. But we believe the impacts 
related to health care will be the most significant.  This is because the expected 
demographic shift will increase the demand for care while reducing the population of 
physicians to provide it.  Today, for example, approximately 35% of physicians in 
Colorado are over 55 years old.  So with rising demand and a shrinking labor pool, policy 
researchers are concerned about a shortfall.   As for the State as a whole, the over 65 
population in Colorado is approximately 10% of the population.  However, by 2025 the 
State demographer expects this share to grow to 17%.3 
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Physician Shortage.  In recent years, the medical literature has seen frequent 
contributions on the subject of the supply of and demand for physicians in the next 10 to 
15 years.  As with most long-term forecasts, slight changes in variables can have large 
implications over the forecast horizon.  While there is a range of estimates about the future 
shortage of health workers, there appears to be general agreement that the shortfall exists.  
A frequently cited statistic is from the Council on Graduate Medical Education, which in 
2005 gave a range for the shortage of 65,000 to 150,000 physicians.4  The Association of 
American Medical Colleges puts the shortfall at the higher end of this range by 2025.  
Meanwhile, for family physicians, the American Academy of Family Physicians (AAFP) 
is essentially predicting the number of family physicians will be unchanged for the next 10 
years. 
 

 With respect to Colorado right now, the United States Department of Health and 
Human Services finds that 57 of the 64 counties are currently designated as 
primary care shortage areas.5 

 
With regard to utilization, it is expected that an aging population would need additional 
health care services.  However, the magnitude of this change in age-related demand is 
substantial.  For example in 2004, the federal Centers for Medicare and Medicaid Services 
(CMS) reports that while seniors represented 12% of the population, they comprised 34% 
of personal health spending.6  Meanwhile, Wennberg, et al. report that some one-third of 
all Medicare services are provided in the last two years of life.7 
 
When we consider the projections of the shortage in physicians simultaneously with the 
aging of the population, the implications for access to care are staggering.  If we assume 
the same shortfall percentage applies to Colorado as the United States as predicted by the 
AAFP, the basic projection is that the number of family physicians will be static for more 
than a decade.   Thus, just with population growth this implies the number of physicians 
per capita will shrink by 19%.  But when we consider that most demand for physicians 
comes from the older age cohorts, the number of family physicians relative to the 
population aged 55 and over plummets by 38% (2008-2020).8  Obviously, if this shortfall 
projection is correct, both Colorado and the Nation will be dealing with access-to-care 
issues.  Because of the substantial amount of training time required, this problem could 
last for years. 
 
What are the Geographic and Rural Issues with Primary Care? 
 
While most of Colorado’s population lives on the Front Range, nearly 75% of Colorado’s 
land mass is deemed rural.  Rural Colorado faces a variety of challenges and the 
consequence is that the shortage of health professionals is dire. A 2005 survey of 
physicians shows that less than 11 percent of Colorado’s physicians practice in rural 
counties (roughly 13 percent of population is rural).9   However, the coverage is not 
uniform.  Information from 200710 shows that of Colorado’s 47 rural counties, 6 had no 
full-time primary care physician, 8 had only one primary care physician, and one had no 
primary care physician at all. For those rural counties that do have one or more primary 
care physicians, 4 did not have a primary care physician that would accept new Medicaid 
patients and 6 did not have any providers willing to accept new patients on Children’s 
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Health Plan Plus, Colorado’s State sponsored health insurance program for low-income 
children and pregnant women. 
 
Another issue with rural Colorado is the relatively high rate of uninsured people.11 All 
things equal, this situation lends itself to a large amount of uncompensated care as well as 
more severe health outcomes as issues worsen without immediate treatment.   
 
With respect to obstetrics and gynecology, many areas of rural Colorado face a shortage or 
outright absence of these services. Of particular note, many communities in the southeast 
portion of Colorado are over an hour’s drive from a hospital that provides OB service.  
According to figures provided by COPIC from Peregrine Management Corporation for 
Spring of 2010, some 36 counties had zero OB/GYN specialists. This implies that the 
family practice physicians in those areas may serve as the provider of this service, but this 
may not be true in every county. To get a sense of the disparity in availability of OB/GYN 
services in rural areas, see Table 3 at the end of this report.  The table shows the number 
of OB practitioners by county in Colorado for 2010.  Please note that these data reflect 
only the location of the primary practice; some practitioners travel to provide services to 
other counties, or have multiple offices. 
 
Physician Recruitment.  Recruitment of new physicians to rural areas remains a challenge 
for a variety of reasons including remoteness, lack of employment opportunities for 
spouses, and professional camaraderie.  However, the health literature contains substantial 
information about those strategies to improve the prospects of a consistent supply of 
primary care workers to rural locations.  These include ensuring quality math and science 
courses in rural K-12 schools (there is a correlation between having a rural practice and 
rural upbringing), financial incentives, and rural experiences during training.  Knowledge 
(and ultimately implementation) of these strategies will be important for the State because 
we note that the growth projections by the Office of the State Demographer include 
specific assumptions about growth rates in different parts of Colorado.  While the Front 
Range counties are expected to see high number population growth, some of the highest 
growth rates are in mountain and west slope counties. 
 
Meanwhile, the recent federal health reform bill includes $250 million in funding to 
expand the primary care workforce through additional residency slots and training grants, 
providing states with planning money for workforce issues.  In addition, other resources 
are available to increase patient access to providers in underserved areas via the National 
Health Service Corps. 
 
What are the Economic and Regulatory Issues Related to Primary Care? 
 
This section includes economic incentive issues with primary care as well as those 
government and regulatory policies that affect physicians such as: provider reimbursement 
rates, federal budget policies, costs of tuition and future earnings expectations, and 
medical liability insurance costs. 
 
Government Reimbursement Rates.   At the national level, researchers recently reported 
that by 2011, over 50% of health spending will be financed by either federal or state 
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government agencies.12  The Medicare program comprises most of this share and thus, the 
reimbursement rates it pays dominate and influence the market.  Similarly, the even lower 
reimbursement rates for Medicaid make the problem worse.  As we will show later, lower 
reimbursement rates for primary care services relative to specialty care are a disincentive 
for medial students to pursue primary care. 

 
According to data compiled by The Lewin Group for the Blue Ribbon Commission on 
Health Care Reform (the “208 Commission”), Medicare only reimburses 75% of hospital 
costs, and Medicaid only reimburses 65% of costs.13  With regard to Medicaid, the State’s 
budget shortfall is making this situation worse.  Some of the current budget-balancing 
measures include more provider rate cuts even as the Medicaid caseload is surging.  The 
Governor’s Office of State Planning and Budgeting is projecting a 45% increase in 
caseload from FY 2007-08 through FY 2010-11; this means that roughly 1 in 10 Colorado 
citizens will be on Medicaid next budget year.  But at the same time, the FY 2009-10 
enacted State budget included a 2.0% provider rate cut that included physicians’ 
reimbursement rates. While this issue of underpayment is usually talked about in the 
context of “cost shifting” to those with private insurance, it has an impact on physician 
availability and the viability of individual practices.  In addition, the expansion of 
Medicaid coverage in the federal health reform bill also includes some payment increases 
for primary care doctors, but these are temporary and the impacts of the large coverage 
expansions are yet to be seen.  With the large coverage expansion, workforce and access 
issues are likely to remain a concern. 
 
Government programs represent a large share of total health spending in Colorado and 
thus the impact of reimbursements rates on the rest of the system is unavoidable.  With 
respect to total health spending of $30.1 billion in FY 2007-08, the 208 Commission 
found that 29% (~$9 billion) of health spending in Colorado is on Medicare or Medicaid, 
while about 18.5% of the population is served by these programs.14 
 
With respect to Medicaid reimbursements for physician services like office visits, 
reimbursement rates are 29% below ($31.95) the average commercial payment.  The 
Medicare payment for a visit is 17% below ($19.19) the commercial payment.  Spread 
over hundreds of visits in a year, these differentials have meaningful impact on physician 
income. 
 
The chart on the next page shows the relative changes in Medicare reimbursement rates 
(green line) versus medical inflation (blue) and the consumer price index (red) from 1998 
to 2008.15 While reimbursements have been essentially flat, general and medical prices 
have grown at substantially higher rates. 
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Chart 1:  Reimbursement Rates vs. Inflation 

 
 
Cost pressures on physicians have clearly been building for years, and thus 
the low reimbursement rates have consequences for access to care.  In rural Colorado, the 
problem is even more acute.  According to a recent survey by the Colorado Health 
Institute, 24% of rural physicians were not accepting new Medicaid adults, 21% were 
closed to Medicaid children, and 11% were closed to Medicare patients.  For the closures 
to Medicaid, they cited reimbursement rates and paperwork issues as the top two 
reasons.16 In urban settings, health systems can better manage the financial issues that 
arise from treating uninsured or Medicaid recipients.  Because of higher volumes, the 
lower payments can be averaged with insured reimbursements or full-pay clients.  
 
Federal budget policies.  The discussion around the supply of primary care health workers 
is complex.  Frequently and appropriately, dominant themes include patient access and 
quality of care.  However, in our research we found that federal policies have a significant 
impact on the supply of primary care workers, particularly physicians.  So while Colorado 
has some unique traits, many of the issues we face are similar across the country.   And, 
many of these issues have their antecedent in federal policies.  The two most significant 
policies are 1) the Graduate Medical Education funding limit in the federal budget and 2) 
the relative reimbursement rates via Medicare and Medicaid for primary care services 
(discussed earlier). 
 

 Graduate Medical Education funding limits. After medical school, all graduates 
pursue a further course of paid on-the-job training (residencies) at teaching 
hospitals.  Based on our research, this process is jointly financed by the hospitals 
and by reimbursement from Medicare and Medicaid.  The 1997 Balanced Budget 
Act established the funding limits for reimbursable medical residencies. 
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The GME funding limit and the reimbursement situation have some interrelation; while 
the rate of students choosing primary care is dropping, due in part to lower earnings 
potential, this could imply that removing the funding limit may not change the situation. It 
is more likely that payment reform as well as a higher funding limit will do the most to 
increase the supply of primary care physicians.  
 
Given the dominance of these two issues on the supply of primary care workers, the 
current economic environment poses a severe impediment for major changes.  At the 
present time, the federal government is running record deficits, the status quo projections 
for the Medicare program show long-term insolvency, and Medicaid enrollment is 
surging.  Meanwhile, the Colorado State budget is reeling from the effects of the 
recession; at the time of this writing, the ultimate reconciliation of revenues and 
expenditures has not yet occurred.  We believe that stability in State’s budget situation is 
unlikely until after FY 2011-12.  Thus, we believe it is unrealistic to expect any federal or 
State policy changes that require meaningful new spending in the short or medium term. 
 
Education Costs and Future Earnings. Between FY 2005-06 and FY 2008-09, resident 
tuition for the “medicine” category at the University of Colorado Health Sciences Center 
increased from $20,718 to $25,009.17  This equates to a compound annual average growth 
rate of 6.5%.  Compared with Colorado CPI (2005 to 2008), the average annual growth 
rate in tuition was roughly double.  The impact of high tuition is reflected in the debt loads 
of new physicians.  According to a May 2010 Denver Post article, “all but three of last 
year’s 137 graduates of the University of Colorado medical school began their 
careers…owing an average of about $139,000”.18  Absent a loan forgiveness program, 
assuming a 10-year loan at 8% interest, this translates to $1,820 per month in student loan 
costs. 
 
As in other industries, medical students assess future earnings potential when deciding on 
their training.  Consider the disparity in potential earnings between primary care and 
specialties.  Table 1 below shows the results of two compensation surveys: one by the 
American Medical Group Association Compensation Survey19 and the other by Allied 
physicians.20  As you can see, the differences in earnings between family/internal 
medicine and the specialties are large. 
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The decline in interest in primary care is not surprising once we take into account the high 
cost of education and the earning prospects if a specialty is pursued.  In observing this 
situation, the Council on Graduate Medical Education recently wrote: “The primary care 
physician workforce (family medicine, general internal medicine and pediatrics) currently 
comprises 35% of all practicing physicians and is rapidly declining. Recent studies 
indicate that fewer [than] 20% of all US medical students are choosing primary care 
specialties.”21 
 
In addition to financial issues, we also note that recent research from the Journal of the 
American Medical Association22 indicates that the intensive nature of internal medicine 
and the related duties such as paperwork also influenced student decisions to enter the 
field.  This is significant because the demand for internal medicine increases with the 
aging of the population. 
 
Snapshot of a Primary Care Medical Practice.  We did not find many sources of 
information on how a typical primary care practice might work.    The most compelling 
was the Medical Economics “Continuing Survey.”  The survey was published in 2003, 
with data for 2002.23  A more recent update did not have the same level of detail.   
 
The table below shows the median levels of selected expenses by type of practice in the 
survey.  Overall, total expenses ranged from 52% to 57% of revenues.  Other types of 
expenses include payroll for staff, normal business insurance, etc.  For most types of 
physicians, office space was the single biggest expense.  The outlier here was liability 
insurance for OB/GYN.  Also included in the table in the far right column are the medical 
liability insurance premiums in Colorado for these specialties as provided by COPIC.  As 
you can see, the values are generally similar, but for that year Colorado rates for OB/GYN 
enjoyed a substantial advantage relative to the median reported in the study. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Medical Liability Insurance.  As we see from the snapshot above, medical liability 
insurance premiums can be a significant expense item for a physician practice. Based on 
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data provided by COPIC, from 1988 to 2010, Colorado’s medical liability rates for family 
practice with obstetrics have increased at a compound annual average rate of just 0.7%.  
For just OB/GYN medical liability insurance premiums actually fell at an annual rate of 
0.7%.   Over the same period, general inflation was 2.8% annually. These growth rates are 
a reflection of the stability of the liability laws in the state.  Issues around the cost of 
liability insurance and liability limit caps have been lightning rod issues in Colorado and 
the nation.  Here in Colorado, the most recent debates have centered on the issue of a cap 
on non-economic damages.  Since 2003, the cap has been at $300,000.  
 
The potential for changes in practice in the OB/GYN field as a result of medical liability 
issues are documented.  For example, in a recent survey, the American College of 
Obstetricians and Gynecologists report that in District VIII, which includes Colorado, that:  
 

• 58.1% of “ob-gyns have made one or more changes to their practice as result of the 
risk or fear of professional liability claims or litigation, and 

• 53.6% “have made one or more changes to their practice as a result of the 
affordability and/or availability of professional liability insurance.”24 

 
While the survey did not include Colorado-specific responses, a survey based on 
responses from Colorado providers adds additional perspective.  Colorado-based 
researchers Sahakian, Calonge, Lezotte, and Womack found that the pressure of 
professional liability costs for physicians in Colorado had an impact on access to care, 
physicians’ clinical decisions, and cost of care.25  The study also found sensitivity to the 
cost of liability insurance.  Specifically, 11% of the study’s respondents “indicated that 
they would stop offering obstetrical services or retire from practice…in the event of a 
$5,000 annual increase in liability insurance premiums.”26  For a $10,000 increase, 29% of 
providers indicated they would stop practicing obstetrics.  The study indicates that a 
$15,000 increase could result in half of Colorado’s counties being without obstetrical care.  
The chart below is a graphical representation based on these data.27 
 

Chart 2:  Findings from the Sahakian, et al paper 
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Sahakian, et al also provided insight into the issue of the family physician doubling as the 
provider of obstetric care in many rural counties. Of the respondents to the survey then 
practicing obstetrics, 420 (88%) were practicing “in the 15 most populous counties where 
greater than 500 births were recorded in 2006, while the remaining 56 providers practiced 
in 26 other counties in Colorado.  In 18 of those counties, the only obstetrical care 
providers were family physicians.”28  
 

 A local example.  In 2008, during committee testimony on Senate Bill 168, Dr. 
Brian Harrington from Steamboat Springs relayed the following data about his 
rural health practice, which includes obstetrics services.  After detailing the 
number of hours to handle a typical pregnancy to delivery, he found that his take 
home hourly rate for an uninsured patient was just $8 and for a Medicaid patient it 
was $23.  Dr. Harrington emphasized that with such low reimbursement rates, he 
did not believe he could absorb increases in fixed expenses, notably medical 
liability insurance rates. 

 
While not all physicians have identical burdens or circumstances, the issue of practice 
costs takes on particular importance when we consider the situation with obstetrics and 
rural care.  Thus, on the margin any increase in costs could have a disproportionate 
impact in a rural part of the state if the change is enough to make a physician stop 
working or relocate. 
 
What Policy Considerations Would Improve the Environment for Primary 
Care? 

Unfortunately for states, there are few affordable options available to expand the supply of 
primary care physicians.   For example, the federal GME funding limit dominates the 
supply of physicians.  Thus, taking on the full costs of residency seems cost prohibitive and 
may only make sense in the most extreme cases. Separately, a recent report by the Center 
for American Progress recommends nine ways to address the shortage in health care 
workers.  While we will not discuss all nine, what is notable about this report is that nearly 
all of the nine recommendations deal with some aspect of federal financing or regulation.  
These include: reforming Medicare and Medicaid payments to better reward primary care; 
increased funding for the National Health Service Corps; increased federal funding to 
promote workforce diversity; and new funding for community-based physician training. 

Given the preponderance of the research we found, we offer the following discussion  
and recommendations to optimize the policy and regulatory environment relative to 
primary care. 
 
Conclusion and Colorado-specific recommendations 
 
Given the current state of affairs of physician supply, especially in rural Colorado, our first 
recommendation is that all future changes in health care policy or regulation be carefully 
scrutinized for any impact on the financial viability or supply of primary care physicians.  For 
example, historical data provided by COPIC on the history of medical liability insurance 
premiums shows that stability in Colorado’s tort environment has translated into stability in 
these costs for physicians.  As we saw in the practice snapshot, these costs can represent up to 
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13% of practice expenses.  Meanwhile, many areas of rural Colorado are without adequate 
access to care.  An increase in costs may have a disproportionate impact in rural areas. 

We note that the State of Colorado is facing a financial crisis and public support of physician 
training and reimbursement is under severe pressure. For the purposes of this paper, the focus is 
on the negative incentive on new entrants into primary care.  As specialty fields command 
higher reimbursements, this compounds the problem.  Thus, to the extent possible, state policy 
makers should be mindful of the various consequences of low reimbursement rates and should 
place a high priority on these in the budget process.  In a related matter, State support for family 
medicine residencies such as those sponsored by the Commission on Family Medicine can 
assist Colorado with retaining those physicians who train here. 

Also with respect to financial support, loan assistance and other debt-reduction strategies can 
improve incentives for students to choose primary care; these incentives are even more 
important for the future of the rural health workforce.  In any case the most important metric 
for these types of programs is the extent to which they are able to sustain a supply of primary 
care workers in viable rural practices. 

Although outside the scope of this paper but important to acknowledge, a common discussion 
among researchers and health economists is payment reform.  Under some proposals, payments 
for services would be based on outcomes or average costs rather than based on procedures.  
Relative to the status quo, the differences in salaries between primary care physicians and 
specialists would shrink.  Thus, there may be a greater interest among new physicians to choose 
primary care and a greater incentive for existing physicians to remain in primary care.   
However, this requires changes throughout the system, including in the government delivered 
programs.   

About This Paper 

COPIC Companies retained Colorado Strategies, LLC to conduct research into some 
of the issues surrounding primary care delivery in Colorado. Specifically, COPIC 
requested a summary of relevant literature, overview of trends and statistics in 
Colorado, and a snapshot of the major costs, regulatory barriers, and other challenges 
primary care physicians experience in their practices. We note that this paper does not 
seek to replace existing research by other Colorado health care stakeholders.  COPIC 
intends this research to complement the existing work on this subject. 

Colorado Strategies is a Colorado-based consulting firm led by Henry Sobanet.  The firm 
specializes in Colorado tax and budget issues, economic and policy analysis, government 
affairs, and strategic management.  Prior to leading Colorado Strategies, Henry Sobanet 
was the Director of the Colorado Office of State Planning and Budgeting. 
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Table 3:  Number of Colorado OB/GYN Physicians by County (2009, 2010)1 
 

 

 

                                                 
 
1Data provided by the Colorado Health Institute, July 2010, with citation to Peregrine 
Management Corporation.  The definition of OB/GYN is “a Doctor of Medicine (MD) or Doctor 
of Osteopathic Medicine (DO) who has completed a residency in OB/GYN and identifies his or 
her main specialty as OB/GYN. All practicing OB/GYNs have admitted or provided services to a 
patient in a Colorado hospital or have been reimbursed by a health insurance plan during the 
current calendar year. While OB/GYNs may practice in multiple locations, they are categorized 
based on the county of their primary practice location using Centrus Desktop software.”  Please 
note: these data do not account for part or full-time status. 
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