NATIONAL PRIORITIES

By Dennis P. Andrulis and Nadia J. Siddiqui

Health Reform Holds Both Risks
And Rewards For Safety-Net

Providers And Racially And
Ethnically Diverse Patients

ABSTRACT The Affordable Care Act of 2010 creates both opportunities and
risks for safety-net providers in caring for low-income, diverse patients.
New funding for health centers; support for coordinated, patient-centered
care; and expansion of the primary care workforce are some of the
opportunities that potentially strengthen the safety net. However,
declining payments to safety-net hospitals, existing financial hardships,
and shifts in the health care marketplace may intensify competition,
thwart the ability to innovate, and endanger the financial viability of
safety-net providers. Support of state and local governments, as well as
philanthropies, will be crucial to helping safety-net providers transition
to the new health care environment and to preventing the unintended
erosion of the safety net for racially and ethnically diverse populations.

chieving health equity—defined as

the elimination of potentially

avoidable differences or dispar-

ities in health between socially

advantaged and disadvantaged
groups'—is a primary goal of the Affordable Care
Act of 2010.? The law’s array of requirements,
incentives, and funding for program innovation
are intended to support actions to bridge racial
and ethnic gaps in health and health care.?
Safety-net providers, by their mission, location,
and history of service, may be especially well
positioned to play a central role in advancing
the health equity goals embodied in the Afford-
able Care Act.

As stated in an influential Institute of Medi-
cine report, safety-net providers “organize and
deliver a significant level of health care and other
related services to uninsured, Medicaid, and
other vulnerable patients.”® They represent a
spectrum of organizations from major teaching
hospitals and community health centers to free,
rural, and public health clinics. Collectively, they
represent sources of primary, specialty, in-
patient, and emergency care for a disproportion-
ate number of racially and ethnically diverse

patients.*® For this article we focus on two major
providers of care for poor and racially and eth-
nically diverse patients: public and nonprofit
safety-net hospitals and community health cen-
ters. Racial and ethnic minorities make up nearly
two-thirds of the population served by these
institutions.*®

Although many health care reform provisions
support the goals of eliminating disparities and
achieving health equity, the future of safety-net
providers in this new environment is far from
clear. Many opportunities may emerge that
could strengthen the position of these hospitals
and health centers. But many are also likely to
face major risks that could disrupt their role, if
not imperil their financial viability in continuing
to serve as core providers to disadvantaged
patients.

In this article we discuss opportunities and
risks for safety-net providers in relation to four
areas of reform that are central to the Affordable
Care Act and integral to achieving equity: health
insurance expansion; financing reform; health
care workforce support; and delivery and pay-
ment innovation. We consider how timing and
dynamics, such as the political environment and
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budgeting decisions affecting health care re-
form, and attitudes toward remaining uninsured
may consequently influence how safety-net in-
stitutions adapt in caring for racially and ethni-
cally diverse populations. Finally, we discuss the
future of the safety net and its transition in the
context of assuring continued access to care for
these populations.

The Affordable Care Act And The
Safety Net

HEALTH INSURANCE EXPANSION Health insur-
ance reforms in the Affordable Care Act offer
new opportunities for safety-net providers to ex-
pand their base of insured patients. By 2019
there will be an estimated thirty-two million
newly insured individuals, half of whom are to
be insured through expanded public programs,
such as Medicaid, and the other half through
state-based health insurance exchanges.’

Racially and ethnically diverse people in
America represent more than 50 percent of the
uninsured,® and people with limited English pro-
ficiency are two to three times more likely to lack
health insurance than their English-speaking
counterparts.’ Effective outreach to these popu-
lations will be essential to augmenting their abil-
ity to understand and navigate the enrollment
process and to ensuring their participation in
new health insurance opportunities. Toward this
end, the Affordable Care Act includes specific
provisions—such as support for navigators, or
public and private entities that conduct public
education activities—to ensure that outreach, ed-
ucation, and information regarding exchanges,
health benefit plans, and enrollment processes
are provided in a culturally and linguistically
appropriate manner.>

Safety-net providers, by the nature of their
mission and experience, are well positioned to
both respond to these needs and take advantage
of the new requirements.'” Moreover, their par-
ticipation will be pivotal in caring for many low-
income enrollees who may transition between
Medicaid and the exchanges based on how their
income is measured and how it changes
over time.

Although the advent of the state exchanges
and broader Medicaid eligibility may create
unprecedented opportunity for providers,
safety-net providers may face challenges on
two fronts. First, many may encounter increased
competition for previously uninsured people
who will become eligible for Medicaid as other
clinics and hospitals seek new opportunities to
increase their patient base. Second, the compe-
tition will probably escalate for enrollees insured
through the exchanges.
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In both scenarios, private providers may be
better positioned to use available capital to iden-
tify potentially new, more lucrative markets
among this patient population, protect if not
increase operating and profit margins, and min-
imize losses. However, safety-net providers
could be left with insufficient revenues to care
for a disproportionate number of high-risk,
costly, and complex patients. There may well
be a need for safeguards for these institutions,
such as continued federal support for hospitals
serving large numbers of uninsured. An alterna-
tive may be risk-adjusting payment for these in-
stitutions based on the health status of the
patient population served.

FINANCING REFORMS The Affordable Care Act
contains provisions that bolster the role of the
safety net; at the same time, it also places many
safety-net providers at greater risk for economic
loss. Support is especially strong for community
health centers, as the health reform law in-
creases their funding by $11 billion for fiscal
years 2011-14. The increased funding is aimed
at allowing the centers to expand operational
capacity, enhance health services, and meet
capital needs to serve nearly twenty million
new patients.” The new law also offers opportu-
nities to further expand the role and presence of
the local safety net by supporting school-based,
nurse-managed, and rural clinics; primary care
residency training programs in health centers;
increases in Medicaid reimbursement for pri-
mary care; and state grants for service in medi-
cally underserved areas and for improving uni-
versal access to safety-net trauma care.

Other financing reforms affecting safety-net
hospitals, however, are atrisk of adversely affect-
ing them, if not endangering their fiscal viability.
Of special concern are scheduled changes in the
Medicaid disproportionate-share hospital pro-
gram, which will be reduced by $18 billion over
a seven-year period starting in 2014. This pro-
gram funds states to subsidize hospitals, particu-
larly safety-net hospitals, for unreimbursed costs
incurred in treating uninsured and Medicaid pa-
tients. In 2009 Medicaid allocated more than
$11 billion for this program,* financing approx-
imately 22 percent of the total unreimbursed
care provided by public hospitals.* Expanding
health insurance could reduce the need for these
subsidies. However, similar reforms in Massa-
chusetts strained the health care safety net as
low-income patients, both uninsured and newly
insured, increasingly relied on safety-net hospi-
tals and their emergency departments for care.”

Furthermore, there is widespread concern
among safety-net hospitals that they may lose
more in these subsidies than they will gain in
revenue from newly insured patients, at a time



when they will have to continue to provide un-
compensated care for many uninsured people. It
is estimated that approximately twenty-three
million people will remain uninsured in 2019—
of whom nearly eleven million will be undocu-
mented immigrants. This situation is likely to
impose a large burden on providers in US-
Mexico border states and areas with large con-
centrations of undocumented immigrants or
other uninsured people. In response to this con-
cern, some safety-net hospitals have suggested
that subsidies should be reduced only after a
measurable decline in uncompensated costs is
seen, as opposed to reducing subsidies on the
assumption that these costs will decline.™

HEALTH CARE WORKFORCE sUPPORT The Af-
fordable Care Act reauthorizes and expands a
number of workforce programs that promote
greater diversity and cultural competence of
health care providers—both objectives central
to reducing racial and ethnic disparities.” Grow-
ing evidence suggests that racial and ethnic con-
cordance between patients and their practi-
tioners leads to greater patient satisfaction and
improved quality of care.' Furthermore, racial
or ethnic minority practitioners are more likely
to practice in medically underserved areas and
treat minority patients who are publicly insured
or uninsured.”

Safety-net institutions serve as training
ground for a large percentage of the nation’s
physicians, nurses, and other health professio-
nals, including a disproportionate share, in
many cases, from racially, ethnically, and lin-
guistically diverse backgrounds. For example,
racial and ethnic minorities make up more than
two-thirds of the population served by Massa-
chusetts’ fifty-two community health centers,
which have a health care staff that can commu-
nicate in thirty-nine languages.'® Similarly, ra-
cial and ethnic diversity in the health care work-
force at public hospitals is common, if not
predominant.! For example, more than 88 per-
cent of health care professionals at Coler-
Goldwater Memorial Hospital in New York City
are from racial or ethnic minority groups.®

The unique demographic makeup of safety-net
providers allows them to take advantage of the
opportunities offered by the Affordable Care Act
to serve a growing diverse patient population.
For example, the law authorizes $1.5 billion dur-
ing 2011-15 for the National Health Service
Corps to provide scholarships and to forgive
loans for primary care providers practicing
where health care professionals are in short sup-
ply. Such areas include inner-city and rural com-
munities with large racial and ethnic minority
patient populations.®

The law also establishes a primary care train-

ing and enhancement program, with priority
given to institutions training practitioners from
underrepresented minority groups and a track
record in cultural competence and health liter-
acy. Other opportunities include grants for com-
munity health workers to provide culturally tail-
ored health education and a redistribution of
unused graduate medical education training
slots—or residency positions—to hospitals in re-
gions with health professional shortages.

Despite the support for workforce enhance-
ments, questions are likely to arise over whether
these programs are sufficient to address the an-
ticipated increased demand for primary care re-
sulting from health insurance expansions. Also,
there is uncertainty about provisions that cur-
rently do not have appropriations, such as sup-
port for community health teams to assist in
developing medical homes, community health
workers, and programs to develop and evaluate
cultural competence training.?

DELIVERY AND PAYMENT INNOVATIONS The Af-
fordable Care Act offers opportunities for safety-
net providers to improve access to and quality of
care through delivery and payment innovations.
For example, the new law provides support for
demonstration projects for pediatric account-
able care organizations to share responsibility
in delivering high-quality, cost-effective health
services; medical homes serving chronically ill
Medicaid beneficiaries; and community-based
collaborative care networks to coordinate care
for low-income populations.

These innovations are important to bridging
access and quality gaps. But they are also critical
to the fiscal survival of safety-net providers, par-
ticularly their ability to attract newly insured
patients and compete with other providers for
them. To be attractive to new patients and par-
ticipate in health care innovations, safety-net
providers will need to adapt to a rapidly evolving
environment that uses health information
technology; coordinates and delivers patient-
centered care; supports customer service; and
monitors, assesses, and pays providers based
on outcomes and quality of care.”

One of the greatest challenges facing the safety
net is finding the resources to modernize and
update their systems. Many safety-net organiza-
tions operate with minimal or negative operat-
ing margins, which historically have limited
their capacity to innovate. The Affordable Care
Act offers new funding for capital expansion of
community health centers—a key component of
the safety net. However, questions remain about
whether they will have ongoing revenues to
support necessary infrastructure improvements.

Health information technology, for example,
is an important requisite for coordinating care
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and measuring provider performance based on
quality and outcomes. However, safety-net pro-
viders, particularly health centers that serve dis-
proportionately high numbers of uninsured peo-
ple, are much less likely to have implemented
technology such as electronic medical records
than are hospitals, centers, or private practices
with fewer uninsured patients.® And although
financial incentives through Medicaid and Medi-
care are provided to encourage the use of elec-
tronic medical records at health centers, the
costs of doing so exceed the available funding.*

Similarly, safety-net hospitals with low or neg-
ative operating margins and few capital reserves
may also be handicapped in their ability to adapt
to or benefit from delivery and payment innova-
tion. A 2011 study found that poorly financed
hospitals that adopted pay-for-performance
(systems that reimburse or reward providers
for their performance on quality, outcome, or
other benchmarks) were less effective in improv-
ing quality than were more financially sound
institutions.* For hospitals with limited resour-
ces, such payment innovation could further
undermine their financial status.

Nonetheless, some safety-net hospitals have
embraced certain delivery reforms, such as serv-
ing as a medical home—in other words, becom-
ing the usual provider of primary care to particu-
lar patients, while also coordinating needed
additional services. Many of these institutions
have reaped positive benefits, both for their bot-
tom lines and for the populations they serve.

For example, a study of forty-six medical home
programs in thirty-eight public hospitals found
that more than 90 percent of the patients served
by these homes were racial and ethnic minor-
ities.” Nearly a quarter of these programs im-
proved access to culturally competent care by
employing bilingual staff; providing on-site lan-
guage services; partnering with culturally ori-
ented community organizations; and offering
mobile care in diverse settings.?

In addition, approximately one-third of these
medical homes reduced emergency department
overcrowding and overuse of the emergency de-
partment for primary care.” Indeed, the leader-
ship of safety-net providers in addressing lan-
guage and cultural needs of their patients; the
diversity of their workforce; and their reputation
as providers of primary, emergency, and trauma
care are strengths that may help attract and re-
tain patients in the new environment.

Populations Remaining At Or
Beyond The Margins

As noted above, nearly eleven million of twenty-
three million people likely to remain uninsured
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after 2014 will be undocumented immigrants,
who under current law will be barred from public
programs and the exchanges.” Safety-net hospi-
tals and health centers have served as core pro-
viders of care for undocumented immigrants. By
mission and necessity, these institutions will
continue to play this role in the face of rising
competitive pressures and declining federal,
state, and local financing.

In addition to federal support through the dis-
proportionate-share hospital program, many
state and local governments have contributed
greatly to the safety net, combining health care
assistance for undocumented immigrants with
charity or uncompensated care for low-income
populations. However, there are two primary
reasons why continued state and local safety-
net financing may be in greater jeopardy in the
coming years.

First, in many communities, undocumented
immigrants may be the primary population re-
maining uninsured. With more people insured,
garnering or maintaining political support for
undocumented immigrants may be untenable
given the current antipathy toward immigrants,
including a belief in some quarters that theyare a
taxpayer burden “undeserving” of assistance.

Second, many policy makers and others may
conclude that “the uninsured problem is solved”
and that there is no need for further support. For
example, with the expansion of health insurance
through the Affordable Care Act, some may in-
advertently believe that safety-net providers,
such as health centers and free clinics, will no
longer be needed.** Such a response may leave
the safety net with uncertain support for un-
insured people generally, and for millions of
undocumented immigrants in particular.

Timeline For Reform

Time will play a potentially important role in the
fate of the safety net. Major provisions of the
Affordable Care Act, such as expanded insur-
ance, employer requirements, and state ex-
changes, will not take effect until 2014. For sev-
eral more years, then, safety-net organizations
will remain the primary providers of care for the
nearly fifty-two million people who are currently
uninsured.” But these organizations’ ability to
maintain their efforts is far from clear given the
sheer size of the uninsured population, growing
demand, and financial pressures in the wake of
the recent recession.

Both community health center and public
hospital reports confirm increases in use, pri-
marily among low-income populations.”® A re-
cent study of public hospitals found that between
2000 and 2009, inpatient discharges and emer-



gency department visits increased by 14 percent
and 16 percent, respectively—a rate higher than
acute care hospitals that do not primarily serve
safety-net populations.” Nonetheless, capacity
at public hospitals has not kept pace with grow-
ing demand. In many cases, increases in uncom-
pensated care, low profit margins, and location
in high-poverty areas have resulted in the closure
of emergency departments or even entire hospi-
tals.”® For example, in 2011 the Cleveland Clinic
decided to close Huron Hospital because of fi-
nancial losses; the hospital served an impover-
ished, primarily black population in East Cleve-
land.* Further erosion of the hospital safety net
could also exacerbate other problems such as
availability of and access to specialty and inpa-
tient referrals.

Furthermore, because many of these institu-
tions are located in underserved areas with high
proportions of racially and ethnically diverse
populations, closures or reductions in services
could encumber access for low-income residents
in these areas. In 2014 new enrollees may have
insurance cards but may also have very limited
options for hospital care, far from the places
where they live.

Federal, State, And Local Budgets
Both Capitol Hill and the White House have in-
tensified rhetoric about the need to greatly re-
duce government spending or raise taxes. Re-
newed calls for cuts are likely to leave many
health reform provisions vulnerable to major
funding reductions, including those that affect
safety-net institutions and low-income, racially
and ethnically diverse patients. These effects are
already reflected in the fiscal year 2011 federal
budget, in which funding for community health
centers was cut by $600 million, affecting as
many as five million people.*

Many states are also experiencing uncertainty
about funding and large budget reductions be-
fore insurance expansions under the Affordable
Care Act go into effect. For example, the Florida
legislature could add to the burden of uncom-
pensated care because of proposed reductions in
Medicaid and other services of more than
$700 million per year.* In Washington State,
funding for health centers will be reduced by
$86.3 million as part of the 2011-13 operating
budget. This represents nearly 11 percent of pay-
ments to community and public health centers
(Jennifer Muhm, legislative affairs officer, Pub-
lic Health—Seattle and King County, Washing-
ton, personal communication, June 1, 2011).

Nationally, community health centers saw di-
rect state funding decline by $200 million in
2010 from the 2008 level of $650 million.*? Sup-

port was also reduced for workforce placement
and training for health professionals.

In 2011 at least twenty-six states filed lawsuits
challenging the Affordable Care Act. Many of
these states, such as Florida, Virginia, and Texas,
have large numbers of low-income, uninsured
blacks, Hispanics, and other diverse residents.*
Should the states’ actions be successful, it could
create a “one-two punch” in that it would slow or
halt insurance expansion at a time of fiscal con-
traction—and lower safety-net support—among
states, counties, and cities. Finally, if the Su-
preme Court finds the fundamental insurance
mandate provision unconstitutional, or if a
change in presidential leadership occurs in
2012, safety-net providers could be left in a po-
tentially untenable position of greatly dimin-
ished federal, state, and local support for mil-
lions of uninsured people, and with minimal
incentive for system change to distribute this
burden.

The Safety Net’s Uncertain Future
The future of the safety net in the era of health
reform is double-edged. On the positive side, as
traditional providers of care for racially and eth-
nically diverse patients and communities, many
safety-net providers could benefit greatly from
their own legacy and considerable experience of
serving these populations.

Safety-net settings that have strong balance
sheets and are already active in program inno-
vation may be well positioned to survive by di-
versifying their funding base, implementing in-
novative programs, using capital to update
infrastructure such as electronic medical rec-
ords, and working to establish themselves as a
provider of “first choice” within their commun-
ities. But for many, their ability to compete, as
well as continuing to serve in a safety-net capac-
ity and, indeed, survive, will depend largely on
funding.

The support of state and local governments, as
well as philanthropies, will be crucial to helping
safety-net providers transition to the new health
care environment. These institutions will need
assistance in adopting new infrastructure such
as information technology; in reinforcing their
competence in addressing the needs of culturally
and linguistically diverse patients; and in posi-
tioning themselves to take advantage of new
federal funding opportunities. In addition, col-
laboration with other providers, including hos-
pitals, clinics, state and local health depart-
ments, and advocacy organizations, can help
safety-net providers leverage limited resources
and attract new funding.*

At the same time, from a less positive stand-
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point, with large numbers of immigrants and
others already likely to remain uninsured after
2014, ongoing efforts to undermine or erode
health reform run the risk of making matters

vulnerable. m

worse. Safety-net providers would be threatened;
sowould progress in reducing disparities and the
health and well-being of the nation’s most
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