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How One Rural FQHC Supports Their  
Community, Despite Financial Pressures

 
Practice

Waco Family Medicine

Location

13 clinics across 
McLennan County, TX, 
and extends to Hillsboro, 
McGregor and Temple, TX  
(13 counties overall)

Number of clinicians

129 including physicians, 
NPs and PAs, dentists 

Current staff

7 OB/GYNs, 66 FM/IM, 
15 FM faculty, 26 NPs 
and PAs, 6 midwives, 
2 pediatricians, 7 dentists, 
3 dental hygienists, 
17 IBH/counselors, 1 
clinical psychologist

Annual patient volume

75,000 individual patients 
and 278,393 visits; 1/5 
residents in McLennan 
County, 1/4 children

Patient characteristics

29% uninsured 
31% Medicaid 
13% Medicare 
27% commercial 
66% below poverty level 
42% Hispanic 
19% Black 
33% white 
6% other racial identity

Serving Local Communities with Extensive Services
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Waco Family Medicine’s (WFM) FQHC is highly attuned to the needs of the underserved in 
their community, the necessity for training the future generation of physicians and other 
members of the care team and sustainability as a community practice. WFM has served  
the McLennan County community for more than 50 years and follows its mission to 
“improve the health and wellness of the underserved residents of the Heart of Texas...” 
They became an FQHC in 1999. 

WFM clinicians offer extensive services, such as pharmacy, dental and behavioral health 
and are connected to a variety of social and economic supports. Clinicians provide 
perinatal, labor and delivery care, in-office procedural care and hospital care along 
with preventive, acute and chronic care management. The organization prides itself 
on providing on-site comprehensive care, which includes an award-winning integrated 
behavioral health (IBH) initiative. The organization continues to deliver high-quality care, 
even in an environment that is fraught with severe shortages of psychiatrists and clinical 
psychologists. Its residency program strengthens recruitment of clinicians, retention and 
quality of care. Telehealth has the potential to bridge gaps in access but is underutilized 
due to many patients preferring in-person visits. 

Financial Stabilizers: Diverse Payer Mix and 340B Participation

The two financial components that account for FQHC financial solvency are payer mix 
and 340B Drug Pricing Program participation. WFM benefits from a diversified payer mix, 
which reduces reliance on a single source of reimbursement. In rural settings, patients 
may have fewer options for clinics to attend, and this may benefit some rural primary care 
practices. WFM is the only option for care in remote areas. The current demographics of 
the area include a relatively equal reliance on Medicaid and commercial insurance. One-
third of the patients are uninsured, and less than 15% of WFM’s patients receive Medicare 
benefits. Medicaid eligibility for adults in Texas is very limited, leaving many low-income 
individuals without coverage. Notably, children and pregnant women have coverage on par 
with other states according to KFF.1,2

The 340B Drug Pricing Program is a key benefit that provides patients with prescriptions 
at discounted rates. FQHCs such as WFM qualify for medications at a discounted rate and 
may bill insurance at the standard cost of the medication; thus, the program helps to sustain 
financial operations. WFM has three in-house pharmacies at its largest teaching campus and 
second-largest clinic. These pharmacies are more cost effective than contract pharmacies 
which have additional costs. The 340B program helps to subsidize uninsured patient costs; 
however, pharmacy benefit managers in Texas engage in practices that decrease 340B 
revenue for clinics, such as exorbitant fees and lowered reimbursement rates. 
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With cost-based reimbursement for Medicaid and the 340B program, the clinic currently remains solvent. It receives 
Medicaid funding in the form of a PPS. Given that some costs are fixed, PPS aids in financial predictability for the 
practice. However, reimbursement rates from the PPS highlight primary care’s chronic underfunding. PPS rates are 
required to cover the whole cost of Medicaid visits and ancillaries, but they are not intended to cover costs for patients 
not covered by Medicaid, so other revenue streams are needed (e.g., 340B and health center federal grant) to cover 
uninsured patient costs. 

For primary care to adequately meet the needs of low-income people in Texas, more support is needed to provide 
high-quality care to local communities, particularly in light of anticipated cuts to Medicaid due to H.R. 1. For FQHCs 
such as WFM to transform primary care, they would greatly benefit from higher reimbursement rates or expanded 
coverage for currently uninsured patients. Waco and the surrounding area continue to struggle with infrastructure, food 
security, poverty and job security. The need for care is high among low-income people, and WFM has collaborations and 
programming to address drivers of health.

The Need for More Sophisticated VBC Arrangements Tailored to Rural Primary Care

While WFM participates in several value-based care (VBC) arrangements, many models are underdeveloped in rural 
primary care. Financial models that do not account for long-term health of a patient are misaligned with longitudinal 
primary care. Outcomes measured in months or one to two years do not correspond with the prevention and 
management of many individuals seen in primary care. Additionally, rural factors such as hospital closures and long 
travel distances for patients to access care limit the collaboration opportunities for VBC, which often means the clinics 
and specialty patients are responsible for the total cost of care. 

VBC models could offer solutions to the financial strain posed by these rural factors. Yet, many VBC models have metrics 
and timelines that are poorly aligned with the needs of rural health care because they use metrics geared toward urban 
populations. Shared savings plans have proven difficult to implement due to benchmarks that fail to align with rural patient 
profiles. Using metrics that are compared to peers — other rural clinics and populations — provides a more accurate 
representation of performance. For example, comprehensiveness is a focus for care access in rural primary care. Diabetes 
and hypertension control, as well as other chronic disease conditions, are also emphasized in rural primary care population 
health metrics. Importantly, these metrics should evolve with the organization and patient population. With tailored metrics 
that fit rural health, mission-driven practices such as WFM would be able to expand access in underserved areas, emphasize 
management of the social determinants of health and provide full-scope primary care. 

•	 Defining features of primary care, which are crucial in rural environments, are its ability to 
provide both continuity and comprehensiveness. 

•	 FQHCs and CHCs need more support to increase access and ease financial burdens for low-
income patients. 

•	 To better meet patient needs, more flexible VBC design and implementation is needed; rural 
practices would benefit from increased investment.

•	 Mission-driven health care organizations prioritize decision-making to benefit current and long-
term community impact.

•	 Benchmarks must be set realistically to account for the unique conditions in which primary care 
operates in rural areas.

•	 The 340B program plays a vital role in the success of FQHCs offering discounted prescriptions 
for patients and supporting operational costs for organizations.
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