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Comments on Draft MedQUEST Hawai`i Quality Strategy 2020 

August 24, 2020 

 

The Quality Strategy envisioned in the draft document distributed on August 19, 2020 is unlikely 

to achieve any of its goals and will likely worsen our problems with inadequate access to care and 

increasing cost. The QUEST program is organized around competing managed care organizations 

(MCOs). It was initiated in 1994 for the GA and AFDC categories of Medicaid, expanded to the 

Aged, Blind, Disabled population in 2009, and further modified to comply with the ACA in 2014. 

The effect of all these reforms has been to drive physicians out of Medicaid, reduce access to care, 

reduce efficiency due to increased administrative burdens and obstacles to care, and managed care 

has driven cost up, not down. This draft Quality Strategy promises to double down on the same 

misguided assumptions and policies that have led to these unfortunate results. 

 

I have been treating Medicaid patients in Hawaii since 1985, both in private practice of psychiatry 

and working as a psychiatrist embedded in primary care in Queen Emma Clinic since 1989. In the 

1990’s, the clinic director complained that Queen Emma Clinic did not have enough patients to 

provide a quality training experience for the JABSOM internal medicine residents, because most 

of the Medicaid patients were receiving care from private practice physicians. In the 1990’s, all 

Hawaii psychiatrists accepted Medicaid patients. After conversion of the ABD population to 

managed care in 2009, acceptance of new Medicaid patients among independent primary care 

physicians and psychiatrists dropped off markedly. Most independent doctors did sign up for the 

managed care plans on behalf of their existing patients, but stopped accepting new patients covered 

by any of the managed care plans.  

 

Consider the following headlines of articles published in the Star-Advertiser following conversion 

of the ABD population to managed care: 

 

July 5, 2011:  Doctors shun Medicaid 

July 18, 2011: Locating a doctor who takes public insurance proves difficult in isles 

July 1, 2013: Mental health cuts just cost more later 

July 4, 2013: Mental illness was 2011's top preventable hospitalization cause 

Sept. 27, 2017: U.S. Sen. Johnson questions Hawaii’s Medicaid spending 

Dec. 25, 2019: Doctors continue to leave Hawaii, contributing to ongoing shortages 

 

And consider this Crown Care survey from October 2016 

 

Finding a Primary Care Doctor on Oahu 

 

https://crowncarehi.wordpress.com/2016/10/23/finding-a-primary-care-doctor-on-oahu/
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MedQUEST was required to obtain External Quality Reviews after QUEST expansion to include 

the ABD population in 2009, and the reports for 2010, 2011, 2012, and 2013 all showed very poor 

scores on provider satisfaction and access to care (with the exception of the Kaiser QUEST 

program), but these results were ignored by MedQUEST. According to Kaiser State Health Facts, 

prior to managed care, Hawaii’s per capita Medicaid costs were rising at exactly the national 

average. Following conversion to managed care, from 2001 to 2014 our per capita Medicaid costs 

rose around 3% faster than the national average, so it does not appear managed care actually saved 

any money for the state. 

 

To this day, Medicaid participation among Hawaii’s independent primary care physicians and 

psychiatrists remains very poor, and most care for Medicaid recipients is now provided by 

Community Health Centers (with federal subsidies) and Queen Emma Clinic (with Queen’s 

foundation subsidies). Although DHS has paid lip service to soliciting input from doctors and 

Medicaid recipients, for all practical purposes only the interests of the MCOs have been allowed 

to influence policy. Since Medicaid has been contracted to the MCOs, DHS looks to them for 

accountability, and they tell DHS what they want DHS to hear, and the voices of those working 

on the front lines have been ignored. Was it really DHS and MedQUEST’s intention to transform 

Hawaii Medicaid into a managed care system with minimal physician participation? Who knows 

more about patient needs and managing care, primary care physicians or health insurance 

companies? 

 

Some of the Project HOPE initiatives are promising, but their efficacy is hampered by 

fragmentation of the program into multiple plans. Given the “churn” among Medicaid recipients, 

both in and out of eligibility for Medicaid and between plans, if a patient starts to respond to an 

initiative under one plan, progress gets disrupted when their coverage changes. The goals of 

investment in primary care and behavioral health are not helped by driving primary care physicians 

and psychiatrists out of Medicaid, and in many cases out of practice completely. 

 

On Page 8, Strategy 3 is Payment Reforms and Alignment. This is introduced by the usual self-

promoting health insurance industry talking point about needing to move from fee-for-service, that 

purportedly incentivizes “volume” of services, to “value-based payment” that presumably rewards 

“value.” None of this is based on any actual policy research. Hawaii’s Medicaid program was 

considerably more cost-effective when it was a fee-for-service program, and we never had 

evidence of excessive volume of services then, especially in primary care. In 2009, when doctors 

were all paid with fee-for-service, Hawaii had the lowest per-capita Medicare expenditures in the 

country, and among the lowest commercial health insurance premiums in the country, despite our 

rich mandated benefits under the Prepaid Health Care Act and our high cost of living. 

 

The essential feature of “value-based payment” is shifting insurance risk onto doctors and hospitals 

in the form of capitation, partial capitation, bundled payments, and pay-for-performance 

incentives. Unfortunately, almost all of insurance risk is attributable to patient characteristics, not 

physician effort or motivation, and risk adjustment formulas are grossly inadequate to correct for 

this. “Value-based” payment strategies reward doctors for restricting care and taking on large 

panels of compliant, middle class patients who don’t require too much of the doctor’s time, and 

punish doctors who take on more difficult, complex, and socially disadvantaged patients who are 

likely to cost more and bring down quality metrics. National studies confirm that “value-based” 

https://www.kff.org/statedata/
http://kff.org/medicare/state-indicator/per-enrollee-spending-by-residence/
http://www.commonwealthfund.org/publications/data-briefs/2009/aug/paying-the-price-how-health-insurance-premiums-are-eating-up-middle-class-incomes
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payment exacerbates disparities in care (Rubin R. How Value-Based Medicare Payments 

Exacerbate Health Care Disparities. JAMA 2018;319(10):968–970).  

 

HMSA has led the country in implementing “value-based payment” for their commercially insured 

population, starting with pay-for-performance incentives around 2013 and putting primary doctors 

on full capitation since 2017. Three independent surveys of Hawaii doctors in the past year found 

the majority were unhappy and doing worse under capitation, complaining of higher administrative 

burdens and staffing requirements and inadequate capitation rates to cover those added costs. The 

most recent physician survey by Aimed Alliance, done just prior to the COVID-19 pandemic and 

published in March 2020, found over 80% blamed HMSA’s “value-based” payment 

transformation as a major contributor to Hawaii’s worsening physician shortage. Meanwhile, 

HMSA premiums have more than doubled since 2009. 

 

“Value-based payment” is a terrible strategy for the Medicaid population.  

 

Finally, I would like to cite the Connecticut experience with terminating their Medicaid managed 

care contracts in 2014 and reforming their Medicaid program as an enhanced Primary Care Case 

Management system, with improved fee-for-service payment for primary care specialties and 

enhanced community support services for difficult patients, but no managed care plans. The result 

was sharply lower administrative costs, substantial improvement in physician participation, a 25% 

drop in ER usage, about 6% lower hospital usage, and a 14% drop in per-capita Medicaid spending 

4 years after conversion from managed care to primary care case management. 

 

I urge Hawaii’s Medicaid program to follow the lead of Connecticut and terminate the Medicaid 

managed care contracts, converting to enhanced Primary Care Case Management. An 

approximately 14% drop in Hawaii’s Medicaid costs would be very much appreciated now given 

the severe budget shortfall due to the COVID-19 pandemic. If it would please the Governor to do 

so, the Hawaii Health Authority, which is still in statute as a health policy planning board under 

HRS 322H, could be re-activated and assist with designing the program. 

 

   

Stephen B. Kemble, MD 

Member, Hawaii Health Authority 2011-2015 

stephenbkemble@gmail.com 

(808) 497-6521 

 

https://jamanetwork.com/journals/jama/fullarticle/2673607?resultClick=1
https://jamanetwork.com/journals/jama/fullarticle/2673607?resultClick=1
https://aimedalliance.org/hawaii-primary-care-providers-say-hmsa-payment-plan-imposing-burdens-on-providers-hurting-patient-new-report/
https://www.dropbox.com/s/yzdsicwgtd2p3nx/How%20CT%20Eliminated%20Managed%20Care%20-%20Sheldon%20Toubman.docx?dl=0
http://hha.hawaii.gov/
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