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The Managed Care Pioneer Kaiser Permanente

Will Open Their Medical School Summer 2020 (1)
~ Surviving With Out-Of-The-Box Thinking ~
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The year 2020 has started. As the first essay of this year, | chose a managed care pioneer, Kaiser
Permanente as an excellent example for implementing reforms. Kaiser Permanente means ‘Emperor
(German)" and ‘Permanent (Spanish)' which give us tenacious image, however, the name comes
from Henry Kaiser's last name and physician Sidney Garfield's company nhame, Permanente Heaith
Plan.

As a first essay, it will cover how their insurance was established through many difficulties, and
then successfully accepted in the current market. The second essay will cover the background of the

opening of their medical schoaol this summer,
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1. HMO concept: Necessity is the

mother of the invention
Kaiser's HMO insurance began in California and has been
expanding its market to the East Coast. Why was Kaiser's
HMO insurance supported by the market until now? Let's
trace the history of HMO establishment,

Amid the Great Depression, Dr. Garfield opened his
hospital for big dam construction workers in California.
However, the hospital's expenses were far exceeding its
income because of uncollectable medical payments. He
shifted his medical payment collection to an upfront
collection. The workers paid affordable amount to the
hospital when they were healthy. Then, when they were sick,
they were provided medical care. This new form of health
coverage was called prepay (prepayment) system. This would
solve the hospital's immediate money troubles,

At the same time, Dr. Garfield emphasized maintaining
health and safety rather than treating illness and injury with
the amount of prepayments. This became the HMO concept,

2. Integrated Healthcare Delivery
System (IHDS) model establishment

Dr. Garfield's success was known to the industrialist Henry
Kaiser who owned a shipyard in the west coast. His workers
were in poor health and their absence was delaying
construction. Kaiser was convinced that Dr. Garfield could
solve his problem. They got together to develop an integrated
healthcare delivery system (IHDS) that integrated health
insurance (Permanente Health Plan) entity, healthcare
facilities, and doctors to maintain and improve the health of
employees and their families. Kaiser's THDS was also known
as a closed THDS model because Kaiser healthcare facilities
only accept Kaiser's employees and their families. Kaiser's
employees and families (insurance subscribers/members)

would go to Kaiser's healthcare facilities,
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3. Advantages of Kaiser IHDS model

Here is a brief example of how the ITHDS model worked for
Kaiser Industry (Mr. Henry Kaiser's own company before
Kaiser Permanente) for the healthcare of their emplovees and
their families. Within the IHDS, there are their healthcare
providers (facilities and doctors), insurance entity
(Permanente Health Plan), Kaiser's employees and their
families. Their accessibility was also limited within the IHDS.
As a result, if the emplovee's and families’ medical fees
continued to rise, the healthcare providers' profit will
increase. On the other hand, the insurance entity would
decrease their financial resources and once it was used up,
their main company, Kaiser Industry, must cover the medical
fees,

Consequently, how to allocate their healtheare resources to
both their healthcare facilities and their health plan to
maintain the health of employees and their families was
important. It led to the THDS to focus on prevention to help
keep them healthy and save healthcare costs. In this way, all
in the THDS could receive benefits including profits as well as
access to great healthcare and quality of life,

In this way, Kaiser's current HMO insurance based on the
IHDS model came from the viewpoints of both Mr. Kaiser as
an employer and Dr. Garfield as a healthcare provider to keep
emplovers (members) healthy,

v Maximize healthcare financial resource allocation
needs collaboration between insurance entities and
healthcare providers.
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http://info.kaiserpermanente.org/healthplans/ & 9

4. Kaiser Permanente was born

After the end of World War II in 1945, the Kaiser Industry
business declined, however, as Mr. Kaiser and Dr. Garfield
wanted to keep their health care delivery model, they decided
the Permanente Health Plan (Kaiser HMO insurance) should
officially become open to the public. Kaiser Permanente was
born. Kaiser HMO insurance successfully accepted the
California market with its affordable healthcare services,

5. The current market overview of

Kaiser Permanente
Kaiser started in the state of California, and expanded to a
total of eight states and Washington DC, with a total of 12.3
million members including 8.9 million in California(Fig.1).
Kaiser Foundation Hospital is located in California, Oregon,
and Hawaii. Other markets have affiliated hospitals for
inpatients and ER needs,
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Members will receive their preventive medicine and
trealments in Kaiser Medical Center or Comprehensive
Medical Center which has also 24/7 urgent care for needs,

Members can receive medical services either through
healthcare facilities or remote access, which is 24 nurse lines,
e-mail consultation, and e-visit (Fig.2). KP HealthConnect is
a health information system that provides patient
information and the latest best practices all in one. Members
can access their medical information and doctor
appointments through their computer, smartphone with
Kaiser apps, or mobile device (Fig.3). To improve the
coverage of out of Kaiser market area, the members can
access medical services through a phone/video visit or visit
any Minute Clinics in the U.S,

v Two kinds of outpatients clinics: Medical Center
and Comprehensive/Advance Medical Center
v Accessible Remote medical services and CVS

Minute C!‘ﬁ&
n
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6. Discussion and Conclusion

In response to the Kaiser's market expansion in the Atlanta
area, a large health system and a major health insurance
company established a joint venture organization to sell
health insurance against several years ago. However, it was
ended after one year due to profit loss. Why did this joint
venture organization fail ?

Because most health systems focus on FFS based
outpatient reimbursements and there is less incentive for
preventive medicine in terms of their reimbursement. The
creation of a joint venture organization doesn't change the
health system's mindset easily. The key reason for Kaiser's
successful HMO model is collaborative financial allocation
between their health plan and their healthcare providers to
focus member's well-being. This is the effort to Mr. Kaiser
and Dr. Garfields’ out-of-the box thinking,

The next essay will continue to cover Kaiser's Atlanta
market overview and their new Kaiser Permanente Medical
School,

Disclaimer: This essay is informational and educational
purposes only and not intended to be a substitute for
professional advice or consultation. If you seek any
legal advice or professional consultation, please
contact legal professionals or experts.

EHEHELE NO5762020.2.1 51



