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B COMMENTARY

Future of the Safety Net

Under Health Reform

Mitchell H. Katz, MD

OCAL SAFETY-NET SYSTEMS PROVIDE CARE FOR UNIN-
sured and low-income persons with Medicaid. Pas-
sage of the Patient Protection and Affordable Care
Act (PPACA), which promises to expand health in-
surance to 34 million persons by 2019," in large part by wid-
ening eligibility for Medicaid, raises fundamental ques-
tions about the future of local safety nets in the United States.

Local Safety-Net Systems

Although there is tremendous variation among local safety
nets, public (governmental) hospitals and clinics and com-
munity health centers constitute the core safety-net system
in most communities.” Beyond these core centers, uncom-
pensated care is provided by private hospitals and physi-
cians. For these private hospitals and clinicians, uninsured
and Medicaid patients may represent a relatively small por-
tion of the total practice; however, in aggregate, they de-
liver a significant amount of uncompensated care.’ Hospi-
tal emergency departments play a large role in the care of
uninsured and Medicaid patients because federal law re-
quires that they screen patients, and if the patient requires
urgent or emergency care, the hospital must provide it or
transfer the patient to a facility that can provide it, regard-
less of the patient’s ability to pay. No similar requirement
exists in other settings.

In addition to serving the uninsured and Medicaid popu-
lations, safety-net centers serve a vital education function,
providing teaching sites for academic institutions and per-
forming services that lose money but are vital to commu-
nity health (eg, trauma centers, burn centers).

Need for Safety-Net Systems Will Remain

Despite the passage of health reform, local safety-net sys-
tems will still be needed after 2019. Of the estimated 57 mil-
lion uninsured persons, 23 million will remain uninsured
under the PPACA." Individuals who will remain uninsured
include undocumented immigrants and some persons who
are eligible for coverage but who will not enroll. For ex-
ample, negative perceptions of Medicaid as a welfare pro-
gram and its complicated enrollment procedures will likely
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result in many eligible persons (those with income below
133% of poverty) not enrolling. Additionally, the cost of
health insurance available for higher-income persons through
exchanges may be unaffordable to some patients; others who
can afford coverage may choose to pay the less costly pen-
alty instead.

Safety-net systems also will be needed to care for per-
sons who newly gain insurance. In many areas, safety-net
centers and clinicians are the main source of health care for
Medicaid patients, often because they provide services not
generally provided in private physicians’ offices (eg, lan-
guage translation, case management).”

Uncertain Financial Future

Under health reform, local safety nets will gain and lose rev-
enue; the net result is difficult to predict. In the gain col-
umn, the expansion of Medicaid will result in payment for
patients who had been taken care of free. In addition, the
PPACA allocates $12.5 billion for expansion of commu-
nity health centers and placement of health care profession-
als in underserved areas.’

In the loss column, the PPACA reduces Medicaid dispro-
portionate share hospital funding annually by $20 billion
by 2020.! Safety-net hospitals, especially public hospitals,
are highly dependent on these payments, which compen-
sate them for caring for a disproportionate number of
uninsured patients and Medicaid recipients compared with
other hospitals. The theory behind the reduction is that
safety-net hospitals will not need as much funding because
there will be fewer uninsured persons. However, because
the methods for implementing the reduction are yet to be
determined, it is unclear whether the decrease in dispro-
portionate share dollars will match increases in Medicaid
funding.

Besides federal funding losses, it may be difficult to main-
tain local governmental support for the safety-net system
once it is clear to the public that the majority of the remain-
ing patients are undocumented immigrants. Private philan-
thropy also may evaporate as the problem of the uninsured
is perceived as having been solved by health reform.
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Challenge for Safety-Net Centers
and Clinicians

To survive under health reform, safety-net centers and cli-
nicians will need to focus on customer service, coordina-
tion of care, infrastructure, and cost containment.

Because safety-net systems evolved to care for persons who
had no choice about where to receive health care, they have
historically paid less attention to service than systems that
had to compete for patients. To be attractive to individuals
who newly acquire health insurance, especially in areas in
which private clinicians are willing to care for Medicaid ben-
eficiaries, safety-net systems will need to focus more on is-
sues such as wait time and availability of parking.

In the private sector, strong referral relationships (eg, be-
tween physicians and hospitals) are an important business
tool. In contrast, linkages between primary care clinicians
and hospitals and specialists in the safety net are weak® be-
cause there is no or little reimbursement for treating re-
ferred uninsured patients. The result is that patients who
need specialty care may have to wait a long time, pay in ad-
vance for services, or forgo services because they cannot find
a clinician willing to treat them.® At the same time, hospi-
tal emergency departments may be burdened with patients
who make repeated visits for conditions that could be cared
for in primary care sites, were those sites easily accessible
(eg, open evenings and weekends, short appointment lags).’”
To survive under health reform, safety-net systems will need
to coordinate the care of their patients, including strength-
ening primary care homes to avoid unnecessary hospital-
izations and emergency department visits.®?

Under health reform, safety-net centers will need to im-
prove their infrastructure, especially in the area of health
information technology.” Although federal funding is avail-
able for safety-net centers and clinicians to adopt elec-
tronic medical records, the cost exceeds available funding.
Safety-net systems may have difficulty raising the capital to
support these systems; yet without electronic medical rec-
ord systems, they will not be able to compete.

To survive under health reform, safety-net centers and
clinicians will need to contain costs within the low reim-
bursement rates of Medicaid. This will be a major change
for some systems because previous federal reimburse-
ments for the care of the uninsured have been tied to ex-
penditures, so there has been no incentive to spend less.
Change for some governmental systems will be difficult be-
cause of entrenched civil service rules or union agree-
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ments. On the other hand, through necessity, many safety-
net systems and clinicians know how to provide care at a
lower cost, including how to use allied health profession-
als to extend clinical services.'”

Conclusion

Health reform places safety-net systems at a crossroads. Down
one path, safety-net centers and clinicians are further mar-
ginalized: their newly insured patients seek care at main-
stream centers, they are left caring only for undocumented
persons and those too impaired to be accepted by other cen-
ters and clinicians, and they are unable to generate suffi-
cient revenue to provide this care. Down the other path,
safety-net centers and clinicians rise to the challenge of pro-
viding comprehensive care to low-income persons by im-
proving customer service, strengthening referral networks
and primary care homes, and investing in infrastructure, all
while keeping costs down. Regardless of the future of health
care after implementation of the PPACA, a robust safety-
net system may offer the best chance of providing quality
care to those excluded from health reform and those who
newly acquire health insurance.
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