MAUI MEMORIAL AND MANAGED CARE: ARE WE READY?PRIVATE 

Managed Care--A Definition

Managed care is the buzzword of the Nineties. Growing out of the nationwide concern for ever-expanding health care costs experienced in the last two decades, managed care is touted as being the answer to controlling spiralling health costs, while maintaining a high quality of care. It has been embraced thoughout the rest of the country, and by all the major congressional proposals for health care reform.  About 20 percent of Hawaii's population is under managed care now, but this percentage is expected to grow rapidly in the next few years. It represents a fundamental shift in the way patients and health care providers interact.


The basis of managed care is the concept of capitated services; that is, a provider of health services is given a fixed amount of money per patient per month to render total care for that patient, whether the patient is sick or healthy. This method of payment is very different from the current fee for service method of reimbursement, where the provider is paid by the insurance company for each service that he performs. 


In the fee-for-service system, the incentive is for the physician to do more, whether it means ordering more tests, doing more procedures, or keeping the patient in the hospital longer. For hospitals, fee-for-service translates into keeping the hospital beds filled to capacity, providing more inpatient revenue- generating services (like X-rays, lab tests, and so on), and staffing the hospital at higher levels. Under this system, inefficiency and over-utilization are rewarded, often at great cost to the consumer, with little proven improvement in outcomes.


Under a capitated system as mandated by managed care, the incentive is not to do more, but to do less. The provider, whether it be a doctor, a clinic, or a hospital, profits if it spends less than the amount it is given for the care of each patient, and loses if it spends more. 


At best, this system rewards efficiency, decreases superfluous testing, and, in the process, saves the consumer a great deal of money. This system maximizes outpatient services with strong preventive medicine teaching and care. The patient is admitted only if home health services cannot handle the patient's care. 


Because hospital care is so expensive (it is the main "cost center", as it is referred to in the managed care jargon), the patient who needs admission is treated as expeditiously as possible, and then sent home under the care of greatly expanded home health services, with infusion therapy, physical therapy, basic chore services all provided as part of an integrated health continuum. 


At worst, managed care could threaten to compromise basic medical care, both on the diagnostic and therapeutic ends. In these systems, quality assurance review is an integral part of the process of delivering high quality care, making sure that nothing necessary is left out. Even so, there are fears that quality might be compromised, especially if those reviewing quality issues also have a vested interest in scaling back services in order to maximize profits.

Is Our Hospital Ready?


How is Maui Memorial situated in the brave new world of managed care? This is a difficult question, because Maui Memorial is a part of the largest state hospital system in the United States and relies on the vast bureaucracy of the state for everything that occurs here. 


For example, all personnel matters must go from our administration to the Division of Community Hospitals, to the Department of Personnel Services, and then back down the line again to us before anything can get done. Likewise with budgetary matters, purchasing, rate-setting, bill-paying, contracting, computerizing, and any other management process in which the Department of Accounting and General Services, Department of Budget and Finance, and other departments must be consulted at an agonizingly slow pace.


If the most basic premise of managed care is efficiency, then the state hospital system, with Maui Memorial under its wing, will not do well under any system of managed care unless basic changes are made quickly. Our local hospital adminstration must be empowered to make management decisions at the local level, whether it be adding ten new case managers, contracting with a home health agency, or deciding to cut fees for certain procedures, and so on. 


Additionally, if the hospital decides to contract with a group of physicians and an insurance company for the care of a group of patients at a capitated rate, it must be able to offer efficient hospital operations, such that the evenings and weekends are no longer dead points in the lab or surgical schedules, and patients can be admitted, treated, and discharged as efficiently as possible. If the hospital persistently demonstrates inefficiency and generates excessive costs, capitated physicians and insurers may be forced to send patients to Honolulu for non-emergent hospitalizations, as is happening on the mainland now.

Are the Hospital Agency and Autonomy Bills Enough?


This year, the Department of Health has introduced before the Legislature several new autonomy bills and a bill that creates an Agency for Community Hospitals. Autonomy is an incremental process of increasing management capabilities in the Division of Community Hospitals and at the local hospital level. Over the last four years, this process has been agonizingly slow, dependent as it is on the other major departments in the state to delegate and waive certain of their powers and authority to us. Bureaucracies are innately unsuited to giving up any of their authority.


On the other hand, the "Hospital Agency Bill", as it is called, merely moves the Division of Community Hospitals out of the Department of Health, and makes it an independent department coequal with the other state departments. Unfortunately, as currently written, this bill merely establishes a study group which will develop the proposal for two years before the Agency is established. Even then, the inherent inefficiency of any hospital agency having to answer to the other departmental bureaucracies will, in all likelihood, be retained. Local management will still be shackled to the rest of the state system.


The current legislative bills for autonomy and the Hospital Agency will not adequately prepare Maui Memorial Hospital for the coming reality of managed care. These bills will not position this major "cost center" to compete with better managed, leaner hospitals in Honolulu. 


Perhaps Maui will miraculously be spared the ravages of capitated services, and our hospital will continue to be an excellent community hospital, serving the majority of our medical needs. If, however, managed care becomes the norm here as it is in the rest of the country, patients may find themselves flying to Honolulu because their plan does not allow admission to Maui Memorial. It is a gamble that we cannot afford to take. We must make it clear to our legislators that local, efficient management of our own community hospital is our only hope.

