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Finding ways to deliver high-quality
health care to an increasingly diverse
population is a major challenge for
the American health care system. The
persistence of racial and ethnic
disparities in health care access,
quality, and outcomes has prompted
considerable interest in increasing the
cultural competence of health care,
both as an end in its own right and as
a potential means to reduce
disparities. This article reviews the
potential role of cultural competence
in reducing racial and ethnic health
disparities, the strength of health care
organizations’ current incentives to
adopt cultural competence
techniques, and the limitations
inherent in these incentives that will
need to be overcome if cultural
competence techniques are to become
widely adopted.
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Background

Persistence of Disparities

Literature on health care access and outcomes
shows a persistent gap between majority and minor-
ity populations.1–6 These disparities have many causes,
including low socioeconomic status (SES). Minority
Americans are disproportionately represented among
the poor, the unemployed, and the undereducated,
and lower SES is correlated with poorer access to
health care services and poorer health outcomes.7 But
even minority Americans who are not socioeconomi-
cally disadvantaged have systematically different
health experiences from nonminority Americans.6, 8–

13 Studies of the Veterans Health Administration,
Medicare, and single health plans make it clear that
minority Americans have different experiences in
the health care system, even when they have similar
medical conditions and health coverage.14–23 Because
financial barriers should not be a factor in these cases,
researchers have concluded that the health care de-
livery system must be doing an inferior job in meeting
the needs of racial and ethnic minorities compared to
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its performance in meeting the needs of the
nonminority population.

Promise of Cultural Competence

Increasing linguistic and cultural competence pro-
vides one potential way to address flaws in the
delivery system. Communication with physicians
presents a problem for one in five Americans receiv-
ing health care, and the percentage rises to 27 percent
among Asian Americans and 33 percent among His-
panics.6 These barriers have a negative impact on
utilization, satisfaction, and possibly adherence.
People with language barriers or limited English
proficiency (LEP) have fewer physician visits and
receive fewer preventive services, even after control-
ling for such factors as literacy, health status, health
insurance, regular source of care, and economic indi-
cators.24–28 They have lower satisfaction, even when
compared with patients of the same ethnicity who
have good English skills.29–31 Reducing disparities
will require surmounting not only these linguistic
barriers but broader cultural ones as well.

Research over the past two decades32–35 has shown
that quality health care requires attention to differ-
ences in culture—the “integrated pattern of human
behavior that includes thoughts, communications,
actions, customs, beliefs, values and institutions of a
racial, ethnic, religious or social group.”36p.iv Although
quality challenges arise even in homogeneous envi-
ronments, growing diversity among patients increases
the likelihood that differences between patients and
providers will lead to diagnostic errors; missed op-
portunities for screening; failure to take into account
differing responses to medication; harmful drug in-
teractions resulting from simultaneous use of con-
ventional and traditional folk medications; and inad-
equate patient adherence to clinician recommendations
on prescriptions, self-care, and follow-up visits. The
idea of cultural competence therefore extends beyond
language to include the full “set of congruent behav-
iors, attitudes, and policies that come together in a
system, agency or amongst professionals and enables
that system, agency or those professionals to work
effectively in cross-cultural situations”36p.iv (see other
definitions as well37–42). For the remainder of this ar-

ticle, the term cultural competence will be used to
encompass linguistic competence as well.

One recent analysis provided a model for how
health care organizations could use cultural compe-
tence techniques to reduce racial and ethnic dispari-
ties43 (Figure 1). Cultural competence techniques
include such interventions as the use of interpreter
services, racially or linguistically concordant clini-
cians and staff, culturally competent education and
training, and culturally competent health education.
Cultural competence techniques, introduced singly
or in combination, could change clinician and pa-
tient behavior by improving communication, increas-
ing trust, improving racially or ethnically specific
knowledge of epidemiology and treatment efficacy,
and expanding understanding of patients’ cultural
behaviors and environment. These behavioral changes
lead to appropriate services for minority group mem-
bers, such as tailored preventive care, timely health
screenings, indicated diagnostic tests, and early in-
tervention and treatment. Appropriate services in
turn result in improved outcomes, such as better
health status, functioning, and satisfaction. The final
result is a decrease in disparities in health care access
and quality and health outcomes.43

Support for Cultural Competence

In recent years, national organizations have sup-
ported this idea of cultural competence, both as an
end in itself and a means for reducing disparities. A
growing body of federal and state laws, as well as
quasi-governmental actions, seeks to guarantee cul-
tural competence as an entitlement. These laws and
actions spring from the premise that we as a society
value some characteristics of health care—such as
ensuring informed consent, choice of providers, and
equitable treatment—regardless of their impact on
outcomes.44,45 For example, the 1997 Consumer Bill of
Rights and Responsibilities, adopted by the President’s
Advisory Commission on Consumer Protection and
Quality in the Health Care Industry, recommended a
wide range of measures to promote and assure health
care quality and value and protect consumers and
workers in the health care system.46 The Consumer
Bill of Rights and Responsibilities requires linguistic
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and cultural competence in several major areas, in-
cluding information disclosure, access to emergency
services, participation in treatment decisions, and
respect and nondiscrimination. Although health care
organizations are not required to follow the recom-
mendations of the Consumer Bill of Rights and Re-
sponsibilities, federal agencies are actively support-
ing its implementation.

More recently, the Office of Minority Health of the
Department of Health and Human Services spot-
lighted cultural competence by publishing national
standards for culturally and linguistically appropri-
ate services (CLAS) in health care.47 The 14 CLAS
standards span the delivery of culturally competent
care, language access services, and organizational
supports for cultural competence. The promulgation
of these standards, taken with other activities by the
federal government (including actions that have been
undertaken in the role of health services purchaser,
as described later), combine to create a federal cli-
mate promoting cultural competence.

Meanwhile, several health care organizations have
pioneered programs designed to increase cultural
competence. Early findings from the authors’ qualita-
tive research in this area suggest that these efforts are
largely mission-driven. Despite the increasingly com-
petitive environment in which they operate, many
health care organizations adhere to a public health
ethic whereby improving outcomes and reducing
racial and ethnic disparities are motivations in their
own right. The older nonprofit health maintenance
organizations, for example, were established under
the premise that managing care would lead to im-
proved health care. It is not a coincidence that many
of the health plans providing leadership in the area of
cultural competence (e.g., Kaiser Permanente and

In the current very competitive
health care system, health care
organizations must respond to the
financial incentives of the
marketplace.
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Harvard Pilgrim Health Care) represent a generation
that behaved in many ways like public health agen-
cies, with a fixed budget, a fixed population, and a
mission to improve access to and continuity of care
while controlling costs.48 Some newer health care
organizations founded to serve largely publicly in-
sured populations share these values. All of these
health care organizations have implemented cultural
competence techniques based on the belief—often
without evidence—that these techniques have the
power to improve outcomes and reduce disparities.

But in the current very competitive health care
system, health care organizations must respond to the
financial incentives of the marketplace. Health care
organizations are likely to adopt cultural competence
techniques when it makes business sense for them to
do so. The following analysis, drawn from a review of
the academic literature and trade press, identifies the
major financial incentives that constitute the busi-
ness case for health care organizations to increase
their cultural competence.

The Business Case for Culturally
Competent Health Care

Health care organizations have four interrelated
financial incentives to provide culturally competent
care. Together, these constitute a business case for
cultural competence.

Appeal to Minority Consumers

The first incentive for health care organizations to
become culturally competent is to increase their
appeal to minority consumers, thereby enlarging their
market share. Racial and ethnic minority Americans
constitute a large and growing part of the health care
market. Minority groups accounted for 70 percent of
the total population growth in the decade between
1988 and 1998.49 Four of ten Americans will belong to
a racial or ethnic minority group by 2030.50 In some
markets, such as California and New Mexico, minor-
ity Americans already constitute a majority of the
population.51

By advertising their cultural competence, health
care organizations could attract the business of mi-

nority group members. Americans directly choose
their health plans and providers by making a selec-
tion from among the options given to them by em-
ployers or public insurance programs. Even when
health plan options are limited, employees can choose
from among competing health systems or provider
groups within plans. Because Americans are given
the option to change their selections on a regular
basis, health care organizations must deliver on their
promises to retain patients.

Some health care organizations, therefore, are look-
ing for ways to appeal to racial and ethnic minority
Americans.49 Articles in the provider trade press52–54

focus on how health care organizations can use cul-
tural competence to draw in consumers who want
easier and more comfortable access and service. As
Mitchell notes, “the culturally diverse consumer no
longer represents a niche market but a market that
offers the opportunity for increased revenue poten-
tial.”55 In an article in Profiles in Healthcare Market-
ing, Herreria describes an array of strategies managed
care organizations have adopted to expand in His-
panic, Asian, African American, and other ethnic
markets.56 In other words, at least some health care
organizations may see that an increased emphasis on
cultural competence will help them attract and retain
new enrollees in a racially and ethnically diverse
market.49

Compete for Private Purchaser Business

A second financial incentive for cultural compe-
tence can be to increase the health care organization’s
performance on quality measures of interest to pri-
vate purchasers, particularly in competitive markets
with a large minority population. The Health Plan
Employers Data and Information Set (HEDIS), devel-
oped by the National Committee for Quality Assur-
ance (NCQA), is an example of such measures for
health plans. HEDIS is intended to give purchasers
and consumers a basis for comparison among health
plans. It can be used in two ways to judge the cultural
competence of a health plan. First, the most recent
(3.0) version of HEDIS includes a few indicators of the
availability of linguistically appropriate clinical and
administrative services.57,58 Second, overall HEDIS
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scores can be used to assess the quality of plans that
serve a high proportion of minority enrollees. The
HEDIS data are not reported by racial and ethnic
groups, and therefore the quality of care for minority
enrollees cannot be separately analyzed.59 However,
poor service to minority groups in plans that have a
sizable proportion of minority enrollees would re-
duce those plans’ overall performance on HEDIS
measures. NCQA also requires health plans to con-
duct the Consumer Assessment of Health Plans Sur-
vey (CAHPS) as part of HEDIS. The CAHPS core
survey includes such items as satisfaction with choice
of physicians and whether physicians explain things
in an understandable way and show respect for what
the patient has to say. The CAHPS supplemental
survey asks about difficulties in communication and
the availability of interpreters. CAHPS, therefore,
provides additional measures of cultural competence.

These measures are increasingly used by private
purchasers to guide their decisions. For example, a
group of large private purchasers and coalitions—the
so-called “V-8” group—has developed a common
request for information (RFI) to use in soliciting bids
from health plans. This common RFI calls for not only
HEDIS and CAHPS data, but also for additional infor-
mation related to safety, quality, and cultural compe-
tence. For example, in the area of diabetes manage-
ment, the RFI asks plan applicants if they have
special arrangements to help diabetic members whose
primary language is not English or who have particu-
lar cultural preferences. It also asks whether the plan
gives provider educational material identifying dis-
ease incidence by race or ethnicity, and whether it
gives providers information on treatment outcomes
and pharmacology by race or ethnicity.60 To the
extent that purchasers and consumers factor in HEDIS,
CAHPS, and RFI data when selecting health care
organizations that serve minority populations, cul-
turally competent health care organizations will fare
better than others.

Respond to Public Purchaser Demands

A third business incentive for culturally compe-
tent health care is that Medicare, Medicaid, and other
public purchasers are placing increased emphasis on

cultural competence and quality. Any health care
organization wanting Medicare or Medicaid business
must comply with their respective regulations and
purchasing practices. A significant proportion of
health plans have Medicare or Medicaid business,61

so this is a powerful tool for promoting cultural
competence.

The major legal underpinning for Medicare and
Medicaid rules lies in Title VI of the 1964 Civil Rights
Act. It states: “No person in the United States shall, on
grounds of race, color, or national origin, be excluded
from participation in, be denied the benefits of, or be
subjected to discrimination under any program or
activity receiving financial assistance.”62 Although
Title VI only explicitly addresses discrimination, a
policy guidance document issued by the Department
of Justice, the lead enforcement agency, expressly
recognizes the obligation Title VI imposes to provide
meaningful access to people with limited English
proficiency.63 Department of Justice regulations have
construed the law broadly to include all operations of
an organization, not just that portion that receives
federal funds, and to apply to subcontractors as
well.64,65 Remedies for violations of Title VI include
injunctive relief, corrective action plans, termination
of federal funds, and damages.65 A 2000 Presidential
Executive Order66 requires that federal agencies de-
velop guidance for recipients of federal funds to
ensure that they are meeting Title VI obligations to
LEP individuals, and also requires them to meet those
same standards for providing meaningful access. A
recent report from the Office of Management and
Budget noted that language assistance services confer
significant benefits on the LEP population and states
that the administration has commenced to imple-
ment the Executive Order’s provisions.67 The Office
of Civil Rights of the Department of Health and
Human Services has issued a policy guidance identi-
fying ways to secure Title VI compliance; this office
investigates complaints and undertakes compliance
reviews.63

The Centers for Medicare and Medicaid Services
(CMS, formerly the Health Care Financing Adminis-
tration), the federal agency that administers the Medi-
care and Medicaid programs, is encouraging cultural
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competence in several ways. First, Medicare + Choice
regulations require cultural competence in provision
of care by health professionals, coordinated care
plans, and networks.68

Second, federal Medicaid rules explicitly reference
Title VI of the Civil Rights Act and have other provi-
sions obliging state Medicaid agencies and providers to
ensure that services are provided in a linguistically and
culturally appropriate manner.65,68 In particular, Med-
icaid managed care rules under the Balanced Budget
Amendment include several provisions related to
linguistic and cultural competence.69 These require-
ments are increasingly important because of growth
in the number of beneficiaries covered under capita-
tion. In 1998, almost 36 percent of Medicaid benefi-
ciaries—14.7 million people—were receiving care
from health maintenance or health insuring organiza-
tions.70 Of particular note is the requirement that
managed care organizations (MCOs) ensure “that
services are provided in a culturally competent man-
ner to all enrollees, including those with limited
English proficiency and diverse cultural and ethnic
backgrounds” (438.206(e)(2)). In addition, the rules
specify that state agencies are to require that each
MCO make written information available in preva-
lent languages, make oral interpretation services avail-
able, and notify enrollees and potential enrollees of
their availability (438.10(b)(3), (4), and (5)).

Third, CMS has developed a quality improvement
system for managed care (QISMC), a set of standards
and guidelines to ensure quality for and protection of
Medicare and Medicaid beneficiaries served by man-
aged care organizations.71 QISMC standards and guide-
lines identify MCO responsibilities toward people
with limited English proficiency and of diverse cul-
tural and ethnic backgrounds. The standards specify
that MCOs need to guarantee access to clinical and
nonclinical services; have a provider network ca-
pable of meeting the cultural, linguistic, and informa-
tional needs of diverse beneficiaries; educate em-
ployees on providing culturally appropriate services;
and conduct assessments to identify any special
culturally based health care needs among their ben-
eficiaries. QISMC applies to all prepaid health plans
with Medicare or Medicaid business, so it could

function as a strong stimulus for health plans to
become culturally competent. Finally, CMS is having
its Medicare + Choice plans implement a quality
assessment and performance improvement project in
2003 that either reduces clinical disparities or imple-
ments an organizational initiative aimed at improv-
ing culturally and linguistically appropriate services.72

Because Medicaid is a state and federal program,
states can and do add their own requirements related
to cultural competence in their Medicaid contracts
with health plans. A review of state Medicaid con-
tracts found many requirements that promote cul-
tural competence. Eleven states require the plan’s
network to respond to cultural, racial, or linguistic
needs; 28 states require services for people whose
primary language is not English; and 23 states require
some form of cultural competence from plans.73 Med-
icaid contracts for behavioral health services are
somewhat more likely to contain cultural compe-
tence provisions.74

Improve Cost-effectiveness

For some health care organizations, the business
case for cultural competence extends beyond in-
creasing market share through appealing to individu-
als and purchasers. The fourth financial incentive for
these organizations to become culturally competent
is improved cost-effectiveness in caring for patients.
After patients are enrolled, health plans or systems
operating through any kind of capitated payment
have a financial stake in providing care in a way that
will limit future costs of care for enrollees. Cultural
competence has the potential to change both clini-
cian and patient behavior in ways that result in the
provision of more appropriate services,43 which can
be cost-effective in both the short and long run. For
example, researchers have noted an association be-
tween language barriers and higher rates of diagnos-
tic tests. Apparently, physicians compensate for dif-
ficulties in communication by ordering additional
tests.30,75 Hiring bilingual staff or interpreters could be
a cost-effective intervention, permitting more accu-
rate medical histories to be taken and eliminating
unnecessary testing. Culturally appropriate health
education that encourages enrollees to come in for
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screenings or adopt healthier lifestyles provides an
example of longer run cost savings. To the extent that
cultural competence in health care results in preven-
tion, earlier detection, and more appropriate treat-
ment of illness, enrollees presumably will use fewer
services. Fewer services yield greater profits for the
capitated health care organization. The business case
for cultural competence, therefore, extends beyond
attracting new enrollees; financial rewards may re-
sult even after enrollment.

Limitations in the Business Case

Although a business case for cultural competence
can be made, the financial incentives are often un-
clear or inconsistent. The perceived business case is
therefore likely to vary depending on the market, the
mission of the health care organization, and the time
frame used for weighing potential adoption of cul-
tural competence techniques. Table 1 shows how for
each financial incentive, there is a limitation that
weakens the business case.

Views on Attractiveness of Minority Markets

It is unclear whether health care organizations as a
whole have decided to seek out minority markets.
Cultural competence may be an effective marketing
tool for recruiting members of minority groups, and
some health care organizations (such as Medicaid-
only plans in cities with large minority populations)
have deliberately chosen to serve this market. But
historically, health care organizations have found a
variety of ways to “de-market” their services or oth-
erwise discourage care to some minority popula-

tions.76–78 They have feared, rightly or wrongly, that
these populations could be more expensive to serve.
In a capitated environment with non–risk-adjusted
payments this would pose disadvantages from a busi-
ness perspective, making some minority populations
a market to avoid rather than seek out. Increased
competitiveness in some markets can exacerbate this
fear of adverse selection. As the size and diversity of
the minority population increases, the objective busi-
ness case for using cultural competence to appeal to
this market also increases. Perceptions, however, can
lag behind reality. Health care organizations may be
slow to reorient their marketing practices toward this
growing segment of the market.

Limited Employer Interest and Tools to Reward
Cultural Competence and Quality

Although employers theoretically could use their
clout to reward culturally competent health care
organizations, the evidence suggests that employers
are not systematically effectuating improvements in
quality.79–82 For example, accreditation and certifica-
tion guidelines could be used much more widely to
make health plan purchasing decisions, but only 9

Table 1

THE BUSINESS CASE FOR CULTURAL COMPETENCE

Incentives Limitations

To increase enrollment Fear of adverse selection

To compete for private Measurement difficulty
purchaser business Purchasers’ tendency to

respond primarily to price

To respond to public Lack of definition and
purchasers’ demands monitoring/enforcement

To reduce costs Emphasis on short-term cost-
effectiveness

Enrollee/patient turnover
Inability to capture cost

savings

Hiring bilingual staff or interpreters
could be a cost-effective
intervention, permitting more
accurate medical histories to be
taken and eliminating unnecessary
testing.
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percent of employers make them a precondition83 and
only 11 percent to 36 percent consider them very
important criteria when selecting a plan.80,83,84 Some
purchasers would be willing to reward quality, but
they find it difficult to distinguish good from bad
quality, while cost appears to be easier to measure.85,86

The lack of quality measurement tools is particu-
larly acute with regard to cultural competence. The
tools available to purchasers to measure health care
organizations’ cultural competence are still few and
very weak, and they focus almost exclusively on
linguistic competence rather than broader cultural
competence. Although there are many self-assess-
ment tools and other cultural competence measures,
they are designed chiefly for quality improvement
purposes and do not support interorganizational com-
parisons. For example, a cultural competence mea-
surement profile developed for the US Health Re-
sources and Services Administration does not purport
to be a tool for purchasers to use in making contract-
ing decisions.87

Another example of insufficient cultural compe-
tence measures is supplied by HEDIS. As mentioned
previously, HEDIS data are not reported by racial or
ethnic groups, so disparities cannot be measured.
The few HEDIS measures that pertain to linguistic
competence have been criticized for measuring the
presence but not the quality of particular services.88

Although new measures for linguistically and cultur-
ally appropriate care have been proposed,88 none
have been accepted because of difficulties in
operationalizing the measures and lack of evidence
that good performance on the measures results in
better quality health care. The use of CAHPS to
promote cultural competence is limited by the fact
that the survey has been only psychometrically vali-
dated in English and Spanish. Although CAHPS has
been translated into other languages, its cultural
appropriateness has not been tested. In sum, there is
little evidence that employers are serving as catalysts
for quality improvement, and even less evidence that
they are pursuing cultural competence as a particular
quality goal.

Vague and Seldom-Enforced Public Purchaser
Provisions

Although public purchasers may be starting to
mandate cultural competence in their regulations,
purchasing specifications, or contracts, these man-
dates are not likely to have a major impact until there
are more precise measures and definitions, and more
attention to monitoring and enforcement. CMS does
not collect data from plans participating in Medicare
or Medicaid to show that they are following the
QISMC cultural competence standards and guide-
lines. States are similarly lax. Only 8 of the 23 states
that had a cultural competence requirement as part of
their Medicaid contracts defined the term cultural
competence.73

Neither the federal government nor the states have
directed major attention to monitoring and enforce-
ment. Although courts have required cultural compe-
tence in educational services, no published court deci-
sion has held that failure to provide language-specific
or culturally competent health care services violates
the Civil Rights Act.65,76 In part, that reflects the fact that
the Office of Civil Rights (OCR) tends to secure volun-
tary compliance agreements and consent decrees from
violators of the statute rather than procuring court
decisions. But it is also a reflection of OCR’s limited
enforcement capacity. A relatively small staff is re-
sponsible for policing the 100,000 organizations that
receive funds from the Department of Health and
Human Services (DHHS).89 A recent Institute of Medi-
cine report on racial and ethnic health disparities
recommended increased funding for OCR, stating that
funding in recent years has been insufficient to inves-
tigate complaints adequately.14 Similarly, states gener-
ally have very few staff members dedicated to monitor-
ing their Medicaid contracts, and the cultural
competence provisions are a fraction of the myriad of
requirements that these individuals are responsible for
policing. Moreover, enforcement activity has focused
on preserving the rights of people with limited English
proficiency rather than other aspects of cultural com-
petence. The issues involved in addressing individu-
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als’ cultural needs are much more amorphous than
language issues, making them weaker candidates for
enforcement.

One factor complicating enforcement is that it can
be difficult to pinpoint who has financial liability for
compliance. The LEP individual may have a right to
an interpreter, but who is responsible for paying for
that service—the plan or provider? Plans may argue
that the duty to ensure adequate communication rests
with the provider, whereas providers retort that the
plans have the resources to make these arrangements.
With network health maintenance organizations be-
ing the predominant model of managed care, this
question of whose duty it is to comply has huge
ramifications.

Varying Calculations of Cost-effectiveness

Health care organizations are operating in ever
more competitive environments, and many health
care organizations have been facing financial troubles.
The emphasis on solvency can stymie efforts to imple-
ment cultural competence techniques unless they are
proven to pay for themselves. Even if cultural compe-
tence may be cost-effective in the long run, the ledger
sheet often demands that only initiatives with short-
run payoffs be undertaken. Although some cultural
competence techniques can have a short-term cost
savings,75,90 most investments will require a longer
time frame to show results.

Even organizations that do take a longer-term view
of return on investment must cope with the fact that
most of their enrollees may not be there in the long
term. The theory that cultural competence will result
in lower health costs and therefore a better financial
picture for the health care organizations rests, in part,
on a presumption of a stable enrollment base. This
presumption often proves to be false. Stability is low
among enrollees in employer-based insurance and
much lower among Medicaid enrollees.91–95 The fi-
nancial benefits of a health care organization’s cul-
tural competence programs will not be realized if
patients take their business elsewhere before savings
accrue. In this respect, concerns about organizations’

willingness to invest in cultural competence mirror
more general concerns voiced about prepaid health
care organizations’ incentives to provide high-qual-
ity preventive care for transitory patients.78 The ratio-
nale for cultural competence is considerably weaker in
highly competitive or unstable markets, in which pa-
tients frequently switch health plans and providers.

In the case of health plans, changes in financing
and organization may further erode financial incen-
tives to make investments in cost-effective cultural
competence techniques. Risk and reward have largely
been passed from plans to their provider networks.
Even if an enrollee remains with a plan, the return on
the investment may go to the provider network, not
the plan. For example, a health plan seeking to reduce
future costs by paying for interpreter services might
find that it is bearing the cost of the additional
service, but another entity (e.g., a physician group
that it has capitated) will reap the financial savings
resulting from the improved communications. In the
cultural competence area, as in the broader area of
quality identified in a recent Institute of Medicine
Report,96 investments that lead to social improve-
ments but are financially detrimental to health care
organizations are not likely to be undertaken.

The cost of improving cultural competence is also
more than the cost of instituting a specific intervention.
Successful implementation requires an infrastructure,
such as improved data systems. Culturally competent
health care organizations have to know whom they
serve, what their needs are, what care they are getting,
and what outcomes they are experiencing. This re-
quires systems that can track these pieces of informa-
tion, and also track the factors that typically confound
the study of racial and ethnic disparities, such as
income, education, and employment. Even knowing
the race, ethnicity, primary language, and English
proficiency of enrollees is beyond the capability of
most health care organizations.97–99 Factoring in the
cost of updating data systems makes investments in
cultural competence less attractive.

Uncertainty about the effectiveness of cultural com-
petence techniques also raises the perceived cost.
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With the exception of a small set of studies on
techniques related to overcoming language barriers,
there has been little rigorous research evaluating the
impact of particular cultural competence techniques
or how to implement them successfully.43 The DHHS
Office of Minority Health and Agency for Healthcare
Research and Quality recently put together an ambi-
tious cultural competence research agenda that could
fill many of these gaps.100 Even if the research agenda
is actively pursued, however, it will be several years
before findings will be available. In the interim,
health care organizations may perceive unproven
cultural competence techniques as too great a finan-
cial risk to assume.

Summary of the Business Case and its Limitations

In sum, health care organizations have a variety of
financial incentives to push them in the direction of
greater cultural competence. These incentives are not
always clear or consistent in the current complex
financial environment. The increased emphasis on
quality, however, and increased emphasis on mea-
suring cultural competence as a part of quality, may
serve to strengthen these incentives in the future. In
combination, growing private and public purchaser
attention to this issue may induce more health care
organizations to try to become more culturally com-
petent than they would have otherwise.

Conclusions and Implications

Major demographic shifts in the United States,
coupled with increasing recognition of the role of
culture and patient-provider communication in the
quality of health care, underscore the need to make
sure that health care organizations are culturally
competent. At this point, health care organizations
have some financial incentive to at least consider
introduction of interventions to improve cultural
competence, but these incentives are often weak,
unclear, and mixed in with counterincentives. For
cultural competence to reach its full potential as a
means for improving quality and reducing health
disparities, health care organizations will need to
believe that the consequences of using cultural com-

petence techniques will outweigh the consequences
of not using them.

Our review of the financial incentives and their
limitations suggests that expanded and improved use
of cultural competence techniques by health care
organizations requires movement in the following
seven areas. Several of these echo recommendations
for reducing disparities made in a recent report by the
Institute of Medicine.14

Dissemination of cost-effective models of serving
minority populations. Numerous health care organi-
zations effectively serve minority groups in capitated
environments. Sharing information about how they
do so can change views about the attractiveness of the
minority market.

Inclusion of clear cultural competence measures in
quality measure sets. As noted earlier, HEDIS cur-
rently includes minimal measures of linguistic com-
petence and no measures of cultural competence.
Developing widely reported cultural competence
measures would provide an important tool for public
and private purchasers as well as for quality improve-
ment efforts.

More consistent use of existing quality measures by
private purchasers. Most employers do not place a
high priority on NCQA accreditation and quality
scores when making their purchasing decisions, and
place even less attention on cultural competence as a
dimension of quality. In today’s competitive environ-
ment, health care organizations have little financial
incentive to improve their performance on measures
that are not important to their customers. Emphasis
on cultural competence measures in the common RFI
currently used by many employers could be a step in
that direction.

Greater specificity from government purchasers.
Replacing vague requirements with precise defini-
tions would assist monitoring and enforcement ef-
forts. To this end, the George Washington University’s
Center for Health Services Research and Policy has
developed Medicaid contract specifications state of-
ficials can use to clarify expectations of culturally
competent care.101

Strengthened communication and enforcement of
federal and state rules regarding cultural compe-
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tence. It has been suggested that OCR issue guidance
on cultural competence similar to the guidance is-
sued on people with limited English proficiency.102

Allocating additional resources to monitoring and
enforcement activities would enhance the credibility
that sanctions will result when health care organiza-
tions fail to comply.

Development and use of financial arrangements
between plans and providers that allow plans to reap
the rewards of investments in cultural competence
and give providers incentive to use cultural compe-
tence techniques. If plans incur the costs of cultural
competence techniques while providers reap the
financial savings resulting from these techniques,
these plans will be at a distinct disadvantage when
competing with plans not incurring such costs. Pro-
viders’ relatively small size, however, inhibits their
ability to make investments in cultural competence
techniques without assistance.

Better evidence on the impact of particular tech-
niques and the organizational structures needed to
implement them. Given the ambiguity of current
incentives and the difficult financial conditions faced
in many markets, health care organizations that in-
vest in development and implementation of cultural
competence techniques need to be reasonably sure
that they will have the desired medical and financial
impact.
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