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Community health centers have evolved from fringe providers to
mainstays of many local health care systems. Those designated as
federally qualified health centers (FQHCs), in particular, have largely
established themselves as key providers of comprehensive, efficient,
high-quality primary care services to low-income people, especially
Medicaid and uninsured patients. The Center for Studying Health
System Changes (HSCs) site visits to 12 nationally representative
metropolitan communities since 1996 document substantial growth
in FQHC capacity, based on growing numbers of Medicaid enroll-
ees and uninsured people, increased federal support, and improved
managerial acumen. At the same time, FQHC development has
varied considerably across communities because of several important
factors, including local health system characteristics and financial
and political support at federal, state and local levels. Some commu-
nities—Boston; Syracuse, N.Y.; Miami; and Seattle—have relatively
extensive FQHC capacity for their Medicaid and uninsured popula-
tions, while other communities—Lansing, Mich.; northern New Jersey;
Indianapolis; and Greenville, S.C.—fall in the middle. FQHC growth
in Phoenix; Little Rock, Ark.; Cleveland; and Orange County, Calif.;
has lagged in comparison. Today, FQHCs seem poised to play a key
role in federal health care reform, including coverage expansions and

the emphasis on primary care and medical homes.

Increased Demand and
Federal Support for FQHCs

Tracing their roots to the civil rights move-
ment and the 1960s” War on Poverty, feder-
ally qualified health centers play an impor-
tant role in the U.S. health care system. Two
physicians, Jack Geiger and Count Gibson of
Tufts University, established the first health
centers in South Boston and the Mississippi
Delta to meet the large unmet needs of peo-
ple in these poor communities by providing
primary care regardless of patients’ ability to
pay. By design, these centers were not just
providers of medical care to individuals but
also worked to improve the overall health of
the community. Some hospitals and physi-
cians fought the formation of community
health centers, considering them antithetical
to traditional medical practice—for example,
some considered health centers socialized
medicine.'

Fast forward to March 2010—a major
goal of the federal Patient Protection and
Affordable Care Act (PPACA) of 2010 is
to provide affordable coverage and pri-
mary care to more Americans. Many health
reform provisions likely will enhance the role
of FQHCs, while others may pose challenges
to FQHC:s by increasing competition for
newly covered people, according to findings
from HSC’s 2010 site visits to 12 nationally
representative metropolitan communities
(see Data Source).

Community health centers provide com-
prehensive preventive and primary care
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Figure 1

National Federally Qualified Health Center (FQHC) Capacity, 1997-2009
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and other clinical services—for example,
laboratory testing, radiology, pharmacy;,
dental care, behavioral health and even
medical specialty care in some cases—
and services that assist with access to
care, such as language translation and
transportation. FQHCs mainly serve
low-income patients—incomes under
200 percent of federal poverty, or $44,700
for a family of four in 2011—who are
uninsured or covered by Medicaid and
other public programs. Many of these
patients face challenges obtaining care

Data Source

from private physicians and other provid-
ers because of inability to pay or the low
payment their insurance coverage pro-
vides. This patient base makes it difficult
to generate sufficient revenue to expand
services, add facilities or build infrastruc-
ture, such as electronic health records.
But gaining FQHC designation—which
provides cost-based Medicaid payments,
grants to support capital and operational
costs, discounted pharmaceuticals, access
to National Health Service Corps clini-
cians, and medical malpractice liability

Since 1996, HSC has conducted site visits to 12 nationally representative metropoli-

tan communities every two to three years as part of the Community Tracking Study
(CTS) to interview health care leaders about the local health care market and how it
has changed. The communities are Boston; Cleveland; Greenville, S.C.; Indianapolis;
Lansing, Mich.; Little Rock, Ark.; Miami; northern New Jersey; Orange County,
Calif.; Phoenix; Seattle; and Syracuse, N.Y. During the seventh round of site visits,
almost 550 interviews were conducted in the 12 communities between March and
October 2010. This Research Brief primarily draws from interviews with directors of
FQHC:s and other health centers, as well as community health center associations; 55
such organizations were interviewed in the 2010 site visits. In addition, researchers
reviewed research syntheses and published reports from CTS’s six previous rounds of
site visits.

protection—has allowed health centers

to remain viable. Along with centers with
full FQHC designation, a relatively small
number of health centers has gained FQHC
look-alike status, which provides most of
the benefits that FQHCs receive but not the
federal grants.

In the past 15 years, the demand for
free or low-cost health care has grown, and
FQHC capacity has expanded in response
(see Figure 1). Since the mid-1990s, the
ranks of uninsured Americans grew faster
than the general population, while the
willingness of private physicians to pro-
vide charity care declined.” In addition, the
proportion of the U.S. population covered
by Medicaid increased from approximately
10 percent in 1999 to 17 percent in 2010.’
Federal support for FQHCs ramped up
during the Bush administration (2001-

08) and has continued under the Obama
administration. Direct federal funding for
FQHC:s increased from roughly $750 mil-
lion in 1996 to $2.2 billion in 2010, helping
to increase the number of FQHC organiza-
tions nationally from about 700 to 1,200—
with more than 8,100 sites of care. The
American Recovery and Reinvestment Act
of 2009 added another $2 billion in tempo-
rary FQHC funding for capital and service
improvements through 2010.

However, the development and role of
FQHC:s has varied significantly across com-
munities. In the last 15 years, the number of
FQHC sites in the 12 communities studied
increased to more than 500 by 2011 (see
Table 1)." The number of FQHC facilities
ranges from more than 100 sites in Boston
and Miami to just a handful of sites in
Lansing and Little Rock. Taking into account
the size of their uninsured and Medicaid
populations, some communities now have
extensive FQHC capacity—for example,
Boston, Seattle, Syracuse and Miami—while
others have lagged, including Phoenix, Little
Rock, Cleveland and Orange County.
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Community Factors Affect
FQHC Development

Two key factors appear to affect develop-
ment of FQHCs at the community level: the
demand for safety net services and the level
of state and local assistance.

Variation in demand: As a rough
approximation of potential demand for
FQHC:s, the percentage of the population
in 2010 that was either uninsured or had
Medicaid coverage ranged from 23 percent
in Boston to 51 percent in Miami. This
range reflected state and local character-
istics, such as differences in Medicaid-
eligibility standards, employer offering
of health insurance, availability of other
subsidized or low-cost coverage, and demo-
graphics. For example, Boston is a relatively
affluent community in a state where health
reform has decreased an already-low unin-
surance rate. In contrast, Miami’s large
immigrant population and many small
employers, which are less likely to provide
coverage, contribute to the chronically high
proportion of uninsured residents.

Also, health care market factors and
general economic cycles affect changes
in demand. For example, part of growing
demand at the Syracuse FQHC was attrib-
uted to reduced provider capacity in an
adjacent county. Although most FQHCs
reported increased demand during the eco-
nomic downturn, some FQHCs noted flat
patient demand—for example, because of
population loss in Cleveland and because
immigrants reportedly left Phoenix in the
face of Arizona’s increasingly inhospitable
political and legal climate.

The federal criteria for attaining FQHC
status, however, are more complex than
documenting large numbers of uninsured
people and Medicaid enrollees. Health
centers must meet, or be poised to meet,

a range of requirements (see box on page
4). In addition, they must conduct a needs
assessment and show that they serve a
medically underserved area, known as a

Table 1
Federally Qualified Health Center (FQHC) Capacity
COMMUNITY' . FQHC AND LOOK- : TARGET SITES PER
ALIKE SITES? POPULATION: 50,000 TARGET
ToTAL MEDICAID PorPuLATION
AND UNINSURED
PoruLATION
Boston 127 928,768 6.8
Syracuse, N.Y. 19 176,792 5.4
Miami 121 1,261,339 48
Seattle 79 895,338 44
Lansing, Mich. 8 114,571 35
Northern New Jersey 29 570,464 2.5
Indianapolis : 26 517,677 2.5
Greenville, S.C. 14 298,565 2.3
Phoenix 46 1473309 1.6
Little Rock, Ark. : 6 228,691 1.3
Cleveland 13 571,373 1.1
Orange County, Calif. 21 941,899 1.1

1 Community defined as the metropolitan statistical area or metropolitan division(s).

2 Includes health care for the homeless, migrant, school-based sites, mobile units and look-alikes. Does not include sites operating

fewer than eight hours per week.

Sources: Health Resources and Services Administration, Health Care Service Delivery Sites Data 2011; American Community Survey

2010

MUA, or that they treat a population that
lacks access to available providers, known
as a medically underserved population,

or MUP. MUA criteria currently include
the percentage of people with incomes
below the federal poverty level, number

of primary care providers available for the
population, infant mortality rate, and per-
centage of the population aged 65 and older
within a geographic area. A MUP designa-
tion involves applying the same criteria

to a particular subpopulation that faces
economic or cultural or linguistic barriers
to care, such as low-income uninsured and
Medicaid patients.’

However, these criteria alone do not
appear to predict the degree of FQHC
development in the 12 communities. For
example, research shows physicians in
northern New Jersey, Orange County and
Phoenix were less willing to provide char-

ity care or treat Medicaid patients in the
mid-1990s, yet those communities had few
FQHC:s at the time.® Among the 12 com-
munities, Little Rock has a high poverty
rate and a low supply of primary care physi-
cians (PCPs) but has relatively few FQHCs.
Some respondents perceived significant
challenges in demonstrating need to start
an FQHC or add sites. Orange County, for
example, accessed Census data to deter-
mine and document demographic shifts
among clinic neighborhoods throughout
the county but still struggled in some cases
to meet formal MUA definitions. Indeed, in
some cases low-income neighborhoods are
obscured within an overall higher-income
area. A policy maker in Little Rock, which
has the fewest FQHC sites of the 12 com-
munities, noted that the presence of four
large tertiary care hospitals—that serve the
entire state—give the appearance of suf-
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Summary of Federally Qualified Health Center

Requirements

o Provide primary care and supportive services that enable access to all, regardless of

their ability to pay

o Offer accessible locations and hours of operation (plus after-hours coverage)

o Hire culturally and linguistically appropriate physicians with admitting privileges at

area hospitals

o Follow quality improvement plan

o Discount cost of care based on ability to pay

o Full discount for people with incomes <100% of poverty (allow nominal fee only)

« Sliding fee discount for those with incomes 100-200% of poverty

o Establish full management team and financial control systems

o Create systems to maximize billing and collections

o Establish system for data collection and reporting

o Collaborate with other providers

» Hold monthly board meeting with board of 9-25 members, where majority are users

of the health center

Source: Section 330 of the Public Health Service Act

ficient provider capacity, even though the
community lacks outpatient providers to
serve low-income people.

Variations in state and local assistance:
In addition, the large range in FQHC
capacity across communities suggests that
some state and local environments are
more conducive than others to establishing
and expanding FQHCs. Assistance from
the state and community helps a health
center attain FQHC status. For instance,
letters of support from elected officials and
other community providers help demon-
strate need for a new FQHC or additional
sites. Health centers also need initial finan-
cial resources and capacity to meet the fed-
eral requirements. In the 12 communities,
assistance to pursue FQHC status often has
come from state primary care associations
and community health center coalitions,
as well as from state and local policy mak-
ers and agencies, health care providers and
private foundations.

State and local support contributed to

notable FQHC development in some com-
munities. Boston’s local, state and federal
elected officials have long been effective
advocates, and an active state FQHC
association provided ongoing strategic
and technical assistance. FQHC develop-
ment in Miami was aided by strategic
planning assistance through the region’s
FQHC coalition, Health Choice Network.
Also, in 2002, Miami-Dade County voters
approved a half-cent sales tax to support
services for children, which helped to add
more than 80 school-based FQHC sites.
The communities of northern New
Jersey and Orange County made particular
strides in establishing FQHC:s in recent
years. In the early 2000s, New Jersey policy
makers allocated general funds to FQHCs
that, along with leadership from the states
primary care association, helped signifi-
cantly increase the number of FQHC sites
across the state. FQHCs in northern New
Jersey grew from one organization with six
sites in 1996 to approximately five organi-

zations operating almost 30 sites by 2011.
Safety net respondents in Orange County
indicated that greater local investment in
the federal application process was prompt-
ed by several factors, including enhanced
leadership and collaboration in the local
health center consortium, clinic physicians
and managers who worked in FQHCs
elsewhere moving to Orange County, and
a 2006 visit by then-President Bush who
questioned business leaders why the com-
munity was not taking advantage of the
FQHC program. The county then provided
staff and other resources to help with the
application process, and FQHCs in Orange
County increased from a single organiza-
tion to five.

Some communities appear to lack the
impetus or resources to expand FQHC
capacity. Little Rock respondents lamented
insufficient local support to pursue a fed-
eral expansion grant. As one respondent
said, “At some point, things have to get
bad enough that the political will is raised
high enough to make change happen” In
some cases, communities or specific clin-
ics may not want federal support. As one
community observer noted, “The free clin-
ics are embraced more by the community
at large...providing the charity out of the
goodness of their heart” In Little Rock,
Greenville and Lansing, some church-fund-
ed clinics preferred to remain volunteer
based and to not offer some federally man-
dated services. Also, some clinics want to
maintain their focus on the uninsured and/
or not take on the administrative burdens
associated with federal status and billing
insurers or meeting other federal require-
ments, such as charging patient fees and
naming consumers to serve as a majority of
governing board members.

In addition to or in lieu of helping health
centers to gain federal status, some local
and state governments provided ongoing
funding to help existing health centers care
for the uninsured. For example, state tobac-
co taxes helped a Little Rock FQHC weath-
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er financial problems. Cleveland, Miami
and Seattle set aside local tax revenue to
support health centers, and in Orange
County, Indianapolis and Lansing, com-
munity programs to manage care for unin-
sured people reimburse health centers—and
other providers—for treating enrollees. In
some cases, however, these funds declined
recently because of budget constraints. For
example, Arizona, California and Ohio
eliminated tobacco-tax-based funding to
health centers.

Business Acumen

and Leadership

Key to FQHCs gaining and maintain-

ing federal and other support has been
demonstrating effective use of resources
and becoming more self-sufficient. Many
FQHCs began as grassroots, shoestring
operations, often managed by community
activists or clinicians. Over time, many
FQHC directors have become sophisti-
cated leaders and managers.” Further, many
FQHC:s have built reputations as high-qual-
ity, efficient providers. This is consistent
with research showing, for example, that
health center patients’ conditions are better
managed and that they incur lower total
medical expenditures than patients using
other providers.”

FQHC leaders have focused on related
strategies to strengthen their centers’ finan-
cial status and sustainability. In many cases,
they increased the proportion of insured
patients, adapted to Medicaid managed
care, collected payments due from payers
and patients, and increased operational
efficiencies. Still, FQHC leaders faced sig-
nificant challenges, including operating
costs that rose faster than revenues, difficul-
ties meeting demand and arranging for all
services their patients need—particularly
specialty care—and complex and changing
payer requirements.

Pursuing insured patients. As both
operational costs and uninsured rates rose,

FQHC:s focused considerable attention

on increasing their percentage of insured
patients to bring in revenue. FQHCs mainly
worked to increase Medicaid patients, both
because this population fits squarely within
their mission and because Medicaid is typi-
cally their best payer. They also increased
staff capacity to help uninsured patients
apply for public coverage and, in some
cases, increased outreach to attract privately
insured people.

Medicaid per-visit payment rates to
FQHC:s and look-alikes typically are sig-
nificantly more than private physician
payment rates to account for the broader
array of clinical and other services FQHCs
provide. Prior to this decade, Medicaid pro-
grams reimbursed FQHCs in a manner that
closely approximated their actual costs, but
in 2001, federal legislation required FQHCs
to move to a prospective payment system
(PPS). The PPS is based on health centers’
previous average costs, updated annually for
medical inflation. Some states provide extra
payment to FQHCs.

Many FQHCs have boosted the number
of Medicaid patients they treat. Nationally,
by 2010, Medicaid patients made up 39 per-
cent of FQHC patients, up from 31 percent
in 1996—with uninsured patients remain-
ing at about 40 percent and the remainder
a mix of Medicare and privately insured
patients.” A Phoenix FQHC even reversed
its previous 55 percent uninsured/30
percent Medicaid mix of patients over a
four-year period, significantly alleviating
financial stress.

FQHC:s used a number of strategies
to attract more insured patients, includ-
ing general marketing of the FQHC and
emphasizing quality of care. For instance,
ads by a Miami FQHC point out both its
range of services and accreditation by the
Joint Commission—attained by nearly a
third of FQHCs nationally." A few FQHCs
also expanded services in demand by
insured patients. For example, an FQHC in

Key to FQHCs gaining and
maintaining federal and other
support has been demonstrat-
ing effective use of resources

and becoming more self-

sufficient.
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Given FQHCs' dependence
on Medicaid revenues and
grant funds, their growth gener-
ated some competitive tensions
among FQHCs and other
providers. leaders of some
free clinics and other providers
that do not expect payment
reported that FQHCs' focus on
Medicaid patients and pay-
ment collection led more unin-

sured patients to their facilities.

Cleveland recognized a shortage of dentists
in the area for the general population and
opened a separate dental facility to attract
privately insured or self-pay patients, using
earnings to help subsidize dental care for
Medicaid and low-income, uninsured
patients. Also, many FQHCs upgraded
facilities to both attract new patients and
retain existing ones. As an Orange County
respondent said, “[Attracting patients is] a
major reason why a lot of our clinics have
undergone huge renovations—going toward
being a provider of choice, rather than pro-
vider of last resort”

Shaping Medicaid managed care.
Concerned they might lose Medicaid
patients to other providers as states adopted
managed care arrangements in the 1990s,
FQHCs worked with state Medicaid pro-
grams and positioned themselves to be part
of health plans’ primary care networks.
States are required to reimburse FQHCs the
difference between what health plans pay
and the FQHC cost-based rate, in what are
commonly called “wraparound payments”
Nationally, more than half of FQHCs’
Medicaid patients were in managed care
arrangements by 2009.”

In four of the 12 communities—Seattle,
Syracuse, Boston and Miami—FQHCs as
a group operate health plans. These plans
tend to have among the highest Medicaid
enrollments in their markets, in part
because of state decisions that favor these
plans in assignment of enrollees who do
not choose a specific plan or provider. And
health centers, themselves, receive revenues
from the efficient operation of these plans.

FQHC:s in the other eight communi-
ties typically contract with all or many of
the Medicaid health plans in their markets
and, in some cases, have worked with the
state Medicaid agency to gain health plan
enrollees as patients. In Orange County, for
example, a recent change in how the county
Medicaid plan assigns enrollees to a provid-
er if they do not choose one favors FQHCs.

Improving billing and collection prac-
tices. In the last 15 years, FQHCs have
increased attention to billing third-party
payers and collecting patient fees necessary
to meet federal requirements. Some health
centers invested in information technology
to improve the timeliness and accuracy of
billing and collections. Others achieved
similar gains by outsourcing or collaborat-
ing. For example, Miami FQHCs achieve
economies of scale by having their FQHC
coalition lead these functions.

Because asking poor patients for even
a few dollars was anathema for many
health center employees, this change often
required a cultural shift. For example,
the chief executive officer of a Phoenix
FQHC cited the challenge of convincing
staff that collecting patient fees is critical
to the center’s financial viability. Although
FQHC directors said they still treat patients
regardless of ability to pay, the fees may be
a barrier for patients. Some Miami safety
net respondents believed that patient cost-
sharing requirements suppressed demand at
FQHCs during the recession.

Given FQHCs dependence on Medicaid
revenues and grant funds, their growth gen-
erated some competitive tensions among
FQHCs and other providers. Leaders of
some free clinics and other providers
that do not expect payment reported that
FQHCS focus on Medicaid patients and
payment collection led more uninsured
patients to their facilities. In some commu-
nities, FQHCs cited concerns about other
providers, including hospital clinics, seek-
ing FQHC status or expanding into existing
FQHC service areas.

Improving operational efficiencies.
FQHC:s also focused on operating more
efficiently. Given the challenges their
patients face in keeping appointments—
because of such barriers as inadequate
transportation or inability to get time off
of work—FQHC:s increased flexibility in
how patients can seek care. Many allowed
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patients to be seen on a walk-in basis or
to schedule same-day appointments. Both
strategies improve efficiency by reduc-

ing missed appointments and the need to
reschedule them.

Improving productivity was another
focus. Many health centers provide care
through teams of various types of clini-
cians and other staff to serve more patients.
Also, an FQHC in northern New Jersey, for
example, began offering incentives to provid-
ers whose productivity increased. Improving
physical plants also was a key strategy. Some
FQHC:s started in buildings that were rela-
tively inexpensive to lease but not designed
for medical services, and they have remod-
eled or built new facilities to use administra-
tive and clinical space more efficiently.

Expanded FQHC
Role in Reform

Estimated to expand coverage to 32 mil-
lion people by 2019, PPACA seeks to make
health care more available and affordable.
Respondents pointed to three areas where
FQHC:s appear poised to assume a signifi-
cant role under health reform: coverage
expansions, primary care workforce devel-
opment, and new models of health care
delivery and payment.

Coverage expansions. Under the law,
Medicaid eligibility in 2014 will expand
to include all people with incomes up to
138 percent of federal poverty ($30,843 for
a family of four in 2011) and subsidized
private coverage will become available to
people with incomes up to 400 percent of
poverty ($89,400 for a family of four in
2011). As a result, FQHCs hope to both
retain their previously uninsured patients
who gain coverage, as well as attract addi-
tional insured patients. To the extent this
happens, additional revenues will enhance
FQHC:s’ financial stability.

In fact, the law requires private plans
offering products in insurance exchanges to
have sufficient numbers of essential com-

munity providers, including FQHCs, in
their networks. However, the level of pay-
ment FQHCs will receive from exchange
plans appears uncertain: while one part of
the law states that plans must pay FQHCs
at least their cost-based Medicaid payment
rates, another part states that plans can
decline to contract with essential commu-
nity providers that do not accept the plan’s
rates. Boston’s experience under state health
reform enacted in 2006— where FQHCs
today are major providers of care for both
people newly covered by Medicaid and
those with subsidized private insurance—
may portend an expanded role for FQHCs
in other communities.

To help meet the increased demand,
PPACA also permanently reauthorized
the FQHC program and appropriated an
extra $11 billion in grant funding to double
FQHC capacity to treat approximately 20
million more insured and uninsured people
by 2015. Health centers in all but one—
Syracuse—of the 12 communities already
have received more than $50 million of
these funds. Little Rock and Greenville,
however, have received less than $100,000
total to date, just a fraction of what others
have received, particularly Boston, Seattle,
Cleveland and Phoenix. This suggests that
the communities with an already exten-
sive FQHC infrastructure may be better
positioned to receive additional grants for
expansions.

The law also mandated the formation of
a federal committee to revise the method
for assessing underserved areas (including
MUA and MUP designations); the interim
final rule has not yet been published.”

Primary care workforce. The coming
coverage expansions have raised con-
cerns about having enough primary care
clinicians to serve newly covered people.
FQHC:s have experience in building such
capacity—especially though their primary
care teams of physicians and midlevel pro-
viders, such as nurse practitioners—and

Respondents pointed to three
areas where FQHCs appear
poised fo assume a signifi-
cant role under health reform:
coverage expansions, primary
care workforce development,
and new models of health care

delivery and payment.
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PPACA provisions likely will support their
continued role.

Although FQHC:s face periodic difficul-
ties in hiring clinical staff because clinicians
can earn more in other settings, directors
typically said they have been able to recruit
and retain enough primary care providers
through the National Health Service Corps
(NHSC), which helps repay student loans
and provides scholarships for clinicians
who commit to work in underserved areas.
FQHC:s also are attractive to other physi-
cians who are interested in the safety net
mission, predictable working hours and
salary, and malpractice liability protection.
The health reform law provides an addi-
tional $1.5 billion to expand the NHSC by
an estimated 15,000 providers by 2015. In
addition, PPACA supports the role FQHCs
play as training sites for medical and den-
tal students—which also expands FQHCs’
capacity to see more patients—by authoriz-
ing $230 million between fiscal years 2011
and 2015 to support health-center-based
residency programs.

New care and payment models. FQHCs
also appear well suited to the delivery sys-
tem changes envisioned by reform. The law
establishes medical-home pilots designed to
coordinate patient care across providers and
settings. FQHCs have significant experience
in helping to coordinate care with specialists
and other providers out of necessity, because
their patients otherwise face significant bar-
riers to care.

Further, final federal rules on Medicare
accountable care organizations (ACOs)
authorize FQHCs to participate in or form
their own ACOs. Although FQHCs typi-
cally treat a relatively small percentage of
Medicare patients, this may change if other
primary care capacity tightens, as FQHCs’
baby-boomer patients “age into” Medicare
and as Medicare payment rates to FQHCs
are expected to increase in 2014 under a
new methodology." Thirty-one of the 500
FQHC sites in the 12 communities have
been selected for a Medicare Advanced

Primary Care Practice demonstration proj-
ect, in which the health centers will receive
monthly payments to create care manage-
ment plans for their Medicare patients.

In some communities, FQHCs are
already collaborating with others to
develop new care and payment models.
For example, FQHC:s in Seattle joined the
Washington Patient-Centered Medical
Home Collaborative, and FQHCs are a key
part of the “managed system of care” model
underway in Orange County, which aims to
transition uninsured people into new cover-

age options.

Potential FQHC Challenges

Still, some respondents pointed to poten-
tial problems for FQHCs. In April 2011, a
budget compromise between the admin-
istration and Congress cut $600 million
from fiscal year 2011 discretionary FQHC
funding. This cut has significantly reduced
the number of federal grants for new sites
and curtailed new expansion grants and
could be a harbinger for further cuts as
the administration and Congress focus on
tederal-deficit reduction.”

FQHC leaders are especially nervous
about whether funding will be sufficient to
care for people who remain uninsured. The
law’s coverage expansions exclude undocu-
mented immigrants, who are expected to
make up about one-third of the more than
20 million people expected to remain unin-
sured. Some worried that public and private
funding that FQHCs receive could become a
political target for cuts if it is perceived that
such funding is supporting care for undocu-
mented immigrants. This fear was especially
pronounced in communities with larger
immigrant populations, such as Orange
County, northern New Jersey and Miami.

Further, FQHC leaders have some
concern about possible increased competi-
tion with private health care providers. As
coverage expansions turn many charity
patients into paying patients, private physi-
cians and hospitals may compete more for

these traditional FQHC patients. Although
this concern largely has not played out

in the past, and did not occur in Boston
after Massachusetts enacted health reform,
PPACA increases Medicaid primary care
payment rates to Medicare rates in 2013
and 2014, making these patients somewhat
more attractive. As a Little Rock respon-
dent said, “Our [FQHC] has to be just as
competitive as a private physician’s office,
and our service has to be at that level”

Policy Implications

Federal policy makers from both politi-

cal parties appear to envision FQHCs as
key to expanding access to care for low-
income people. FQHCs’ ability to provide
coordinated, comprehensive primary care
and support services in an efficient man-
ner is particularly important to people

with complex medical and social needs.
Additionally, FQHC strategies for helping
uninsured people enroll in public insurance
could be helpful to state outreach efforts,
and their experience in providing culturally
competent care and coordinating multi-dis-
ciplinary services could be useful to private
medical groups.

As more people gain coverage under
federal health reform, establishing sufficient
primary care capacity to meet the additional
demand will be a challenge. The significant
variation in federal support for FQHCs
across communities, as well as state and local
factors that affect both FQHC and broader
safety net capacity, likely will affect commu-
nities’ ability to meet increased demand for
primary care services. Communities with a
relatively large proportion of their residents
currently uninsured—including Miami,
Orange County, Greenville and Phoenix—
may experience a particular surge in
demand for primary care as many residents
gain insurance. Further, the pervasiveness of
budget challenges and the sluggish economy
could endanger existing state and local sup-
port for safety net providers. States may have
ongoing—even growing—difficulties in sup-
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porting FQHCs” Medicaid payment rates and
other funding for safety net providers.

Though PPACA makes explicit provi-
sions for FQHCs, how reform affects the
composition of the traditional safety net
and the broader primary care delivery sys-
tem—and with what impact on access to
and coordination of care—remains to be
seen. Some outstanding questions include
the extent to which FQHCs will become
primary providers for other populations,
such as those covered by subsidized private
coverage and Medicare; whether other pro-
viders will serve more Medicaid patients;
and how providers solely serving the

remaining uninsured will fare. m
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