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* This lecture is based on personal thinking, not representing any
organization or institution.
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* Whenever the art of medicine is loved, there is also a love of

humanity.

24 e 2 2 >
o (AEES, HEANR)
* Hippocrates, 460 — 370 BC

* |t is not from the benevolence of the butcher, the brewer, or the
baker that we expect our dinner, but from their regard to their own

interest.
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e Adam Smith, 1723 -1790 AC
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Healthcare in the US (3£ E & 57 {7+{&)

* The best and the worst in the world (tH 5 I & i Fl i =)

* Highest spending per capita (5:/™ & AL 48 5 =)

* A comprehensive/European 2007 study found the five-year cancer survival rate was
significantly higher in the U.S. than in all 21 European nations studied, 66.3% vs 47.3% for men
aﬂg%ﬁ(ﬁ{ﬁl?% versus 52.8% for women (2 0 0 7 “EXKNH 5T Z 7~ 5 FJs e A AR A7 v R 28 [H 15

* More Nobelists in Medicine and physiology than the rest of the world combined (3 [E 7£ [ 7%
P TR B T L AL I 7 0 R )

. gl%ogd%%el)ﬂore than 80% of innovative therapies in the world (5 8 0 % DL FRET )7 F B

* The best equipped hospitals in the world (G tH 5t F 235 £ & I 1 =)

e But the uninsured rate among U.S. adults was 11.9% for the first quarter of 2015 (#( % 2 0 1
SAE—ZERE, 1 1. 9 %IABA TR

* A 2004 OECD report stated: “With the exception of Mexico, Turkey, and the United States,
all OECD countries had achieved universal or near-universal (at least 98.4% insurecﬁicover ge

a
of their populations by 1990 (£ 1 9 9 04, ZHHLH, Br 100, THIHASKHE,
B 5 LU 2 [ (1)



Healthcare
the US

World Healthcare Expenditure Per Capita Map
Year 2010
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Expenditure in the World and

(3= E A 57 H B 57 SCH)

US spends two-and-a-half times the OECD average

Total health expenditure per capita, public and private, 2010 (or nearest year)

Private expenditure on health
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1. In the Netherlands, it is not possible to clearly distinguish the public and private share related to investments.
2. Total expenditure excluding investments.

Information on data for Israel: hitp://dx.doi.org/10.1787/888932315602.



Percentage of GDP

Healthcare Expenditure and GDP in US

(3R H By X M E K2 re1E)

20 1 U.S. Healthcare Spending as a Percentage of GDP, 1960 - 2010 Growth in National Health Expenditures and
18 4 .
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e Consecutive annual increase over 50 years until 2010, reaching 2.9 billion or 17.8% of total GDP.

* Inthe past 3 years, the percentage of annual increase in healthcare expenditure was the same as the
increase in GDP

(ELLS0FIE K, 7E2010/AFIGDP17.8%. i 2334 3G K R FGDPHIIY K FE-F.)



How to Look at Healthcare Expenditures

national

(B EIT X H)

* It once was, still is and cont nuous Iy w_lu bea _
debate. S L, 1 f RS K 4 52 22 A

| BRI

* A good or bad thing? (If-ZF il & Ih 5-?)

e A shiftin

g paradigm of the economy. (—/M 4L H

RS2/ 5 W
* Matches the fundamental goals of economic

development mak|

53

* Healthcar
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produces most new jobs. (|
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Healthcare Expenditures in US (3£ EH [E 77 2 H)

The Nation’s Health Dollar ($2.9 trillion),
Calendar Year 2013: Where It Came From

Government
Public Health
Other Third Vestment,  Activities VA, DOD,
Party Payers and CHIP
and (Titles XIX
Programs’ and Title

XX1)
a%

Medicaid
(Title XIX)
State and
Local 7%

Health Insurance

LIncludes worksite health care, other private revenues, Indian Health Service, workers’ compensation, general
assistance, maternal and child health, vocational rehabilitation, Substance Abuse and Mental Health Services
Administration, school health, and other federal and state local programs.

2 Includes co-payments, deductibles, and any amounts not covered by health insurance.

Note: Sum of pieces may not equal 100% due to rounding.

SOURCE: Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group.

o SRVEANSL HYE

The Nation’s Health Dollar ($2.9 Trillion),
Calendar Year 2013: Where It Went

Government
Administration and the
Net Cost of Health

Insurance
7%

Dental Services and Other
Professionals
7%

Nursing Care Facilities
Investment? and Continuing Care
Retirement Communities
5%

Prescription Dru,
9%

!Includes Research (2%) and Structures and Equipment (4%).
2Includes Durable (1%) and Non-durable (2%) goods.
3 Includes expenditures for residential care facilities, ambulance providers, medical care delivered in non-traditional

settings (such as community centers, senior citizens centers, schools, and military field stations), and expenditures
for Home and Community-based Waiver programs under Medicaid.
Note: Sum of pieces may not equal 100% due to rounding.

SOURCE: Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group.

* In 2013, the total expenditure was 2.9 trillion (2013 &2 3% H /2 2.9JK 3 71)

* $9,255 per capita (*F#J%5E N 2$9,2553 JT)



Medical Practice Types (ATEFR)

* Most advanced and oldest
%pes co- eX|st (F IA AN ¢

. Started as apprentice/solo
practice in 1700’s

* Solo practitioners, down to
18.8% in 2013 from 32% in

2008 (B ANATEEE, M2 0

0 84Ef 3 2% &R 2 0

1 3K 1 8. 8%)

* Best regarded academic
practice (&I 1 FAREIT)

* Net-worked/inte 7TLErated group

practices (25 FF N & [H] =
J7)

U.S. Physicians by Practice Type, 2008

OTHER
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Sowerce: HSC 2008 Health Tracking Physiclan Survey
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Figure 1 Physicians in Solo/Two-Physician Practices

vs. All Other Practice Settings, 1996-97 to
2004-05
B Solo/2 Physician Pracices All Others
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* Change from 1996-97 is statistically significant at p < .001.
Source: HSC Community Tracking Study Physician Survey




Academic Medicine (ZZAREYT)

 Academic medical centers are viewed as the crown jewels of

i

American healthcare (%R

] J&\%% *

o7 ORAEE ) 527

* Tertiary referral center for most advanced care (& 5C ) =2 1297 H )
 Most advanced and transformational research (&5t i3k i) /56 B4 VE T RHTT)
* High-profile medical faculty (/&5 14 B Zd% & 5%)
« Mesmerizing inpatient and ambulatory facilities/equipments (% \ 7 5= B %

Jite/ B4 )

* In an essence, it is group practice {BFEAS T -, &24E

1T )

* Physicians work as employees, or are now forming}%r/(?% s to contract with

medical centers (=42 JiE 2, (H 2 PLLE]

Al )

EYa RN

AR BEIT LT &




Group Practice (EFITE)

» 225 professionals in the same group by CMS definition in 2012 (R #5
CMSHISE X, 2251 EA DL E2ERITE.)

e But to physicians, 23 physicians in a formal affiliation who share
income, ex enses, facilities, e%-)oment and support staff (fEXT R4

ki, g;w: MITON, FER, Wi, ek A
HjJ}\J\’ EI:I E[/E ’fT

* Why? (WA EBITER? )
* Professional need (&ML 75 2E)
* Market power (11137 /1 &)
 Economies of scale (FIR £ %)
* Better quality of care (5 /5 J5i = ' %= 7)




Ever-expanding Medical Fields (GKiZfES"
Fe =TT 1Tk

* Ever-expanding medical knowledge (Wi & 1) 125= 5= #11H)
» A total of 8.1 million journal articles were published in MEDLINE between 1978 and

»

2001, and from an average of 272,344 to 442,756 %er ear. (\1978%2001, &3ty
8.1H NIMEE L EREK . WREEEKL127 35N T 4413 5%)

* Increasing medical specializations (/W4 0 H = 272 % k)
. NearIIk>50 specialties from the original two medicine and surgery. (H Bl ‘5502 ™l
)

KL, )
. E}Jrst group practice was formed as Mayo Clinic. (55— 71417 & & fEMayo H 4G

e Proliferation of diagnostic/therapeutic technologies (/Wi & & 1277 5 R)
* From laboratory medicine, radiology ... to genetics (M 3256 =, UG, ... FFEH )



Market Power (Ti3z /1 &)

* The powler of a flém/lnstltutlon to setf/ralsr%the prlce of a g99}1|\o ser\%l %aboj\éeﬁ%h?eﬂ o
margina cost and earn a positive profit e BT A BIG
B D B e R e A T g el s

* A market parti ant, such a salo practioner, has no market power. (— Tz 5%,
S e A S

* To gain the market power, one needs to have the mass, control of resources |pcrea5|rl%
returns to scale technologﬁcal superlorlt and barriers created to entry. E%XTEELXI He.
[ A AS A

T i‘ )
Siomi > ﬁ?§ﬁm£%%§eﬁﬁgq% BT

* In 1980-1990’s, the movement of HMO (Health maintenance organization,

i
msurance compam forced lowering physician pays. (1£1980-1990's, &Fﬂ@ %F?HZD,
e A B B A e, :

e The groupcloractlce startﬁd tlo flourlah to incr eés r/na%sTTg K ﬁ;% ; i‘ﬁB rease .,
return, an Limprove techno oglest ey use. (5 A17 1= a R K, L g, 15
BRI, 3 R RO

cd



Economies of Scale (IR Z 5T 2)

* Formation of medical practice groups, however, did not show significant
benefits in terms of physicians pay, until the group is greater than 8-20
phy5|ch|ans or exc Jgt certasg;peua{l%es Zéucnh as}rtorthopegdlcs arZLd - S
anesthesiolo R » 1A ol S BT 5 %
A B0 A E’JLI&;\ %—£~%;@M7ﬁs zoij %t o )

* Economies of scale works when the capltal er unlthgf productlon is fixed.
(R A AL 5 A A2 ] 7 BB %A*%/L/;?%jﬁf/ﬁﬂﬂ

* However, the overhead cost of forming a group increases, or the increase
in inputs is greater than the oneElm outputs Ieadm/g to the so called
decreased returns to scale grm /SE?Z“ LI Bl o 1 73?? i, 2

H

BN NG~ B2 g, 3 8UE o6 —i%J%%EI’J/UZEE )

* The medical group is trendin %to be Iarger to gain increased return to scale.

(AT CABR 7 SR EEANBT R 9 e, AR IMEl 3. )




Successful Medical Groups, 2015 (FIh I E
g V%)

Physicians
Rank |Medical Group Headquarters | State | Offices | Physicians | per Office

1 |Kaiser Permanente Medical Group Oakland CA 719 7,304 10.2
2 |Cleveland Clinic Cleveland OH 308 1,999 6.5
3 |Mercy Clinic Springfield MO 922 1,735 3.3
4 |Aurora Medical Group Sheboygan Wi 267 1,193 4.5
5 |North Shore Long Island Jewish Group Syosset NY 290 1,155 4

6 |University of Washington Physicians Network Seattle WA 173 1,124 6.5
7 |l U Health Physicians Indianapolis IN 259 1,076 4.2
8 |UCLA Internal Medicine/Geriatrics Los Angeles CA 176 1,005 57
9 |Novant Medical Group Winston Salem | NC 339 1,003 3

10 [Palo Alto Medical Foundation Clinic Santa Cruz CA 95 988 10.4
11 [Scott & White Clinic Temple TX 151 952 6.3
12 |Carolinas Physicians Network Charlotte NC 210 887 4.2
13 |University of Wisconsin Health Clinics Madison WI 142 849 6

14 |Henry Ford Medical Group Detroit M 135 848 6.3
15 |Emory Clinic Atlanta GA 150 823 5.5
16 |Yale Medical Group New Haven CT 191 805 4.2
17 |Allina Health Medical Clinic Coon Rapids MN 79 794 10.1
18 |Northwestern Medical Group Chicago IL 101 791 7.8
19 |Intermountain Medical Group Salt Lake City UT 170 788 4.6
20 |Pediatrix Medical Group Fort Worth X 149 774 5.2




Successful Medical Groups, 2015 (Zh I E

g %)

20 |Pediatrix Medical Group Fort Worth ™ 149 774 5.2
21 |Umass Memorial Medical Group Worcester MA 150 766 5.1
22 |NorthShore Uni Health System Me Skokie IL 156 722 4.6
23 |[Geisinger Medical Group Danville PA 203 720 3.5
24 |Duke University Affiliated Physicians Durham NC 191 706 3.7
25 |Ochsner Clinic New Orleans LA 138 681 4.9
26 |Advocate Medical Group Park Ridge IL 163 650 4

27 |Swedish Medical Group Seattle WA 135 640 4.7
28 |University of Minnesota Physicians Minneapolis MN 119 637 5.4
29 |UC Davis Medical Group Roseville CA 76 631 8.3
30 [Providence Medical Group Monroe WA 156 616 3.9
31 |Marshfield Clinic Marshfield WI 66 613 9.3
32 |Froedtert Hospital & the Medical College of Wisconsin |Milwaukee Wi 101 609 6

33 [University Medical Group Greenville SC 125 603 4.8
34 |[Fresenius Medical Group Waltham MA 254 601 2.4
35 [Children's Hospital of Philadelphia Care Network Burlington NJ 120 597 5

36 |Dartmouth-Hitchcock Clinic Manchester NH 112 591 5.3
37 |TeamHealth Tampa FL 154 583 3.8
38 [Davita Dialysis Denver CO 177 582 3.3
39 [Medical University of South Carolina Charleston SC 149 575 3.9
40 |UnityPoint Clinics Johnston A 201 572 2.8
41 |Washington University Physicians Saint Louis MO 99 564 5.7
42 |California Emergency Physicians Pomona CA 94 561 6

43 |Jefferson University Physicians Philadelphia PA 107 555 5.2
44 |Harvard Vanguard Medical Associates Boston MA 46 554 12
45 |University of Florida Physicians Gainesville FL 112 547 4.9
46 |[Lehigh Valley Physicians Group Allentown PA 137 545 4

47 |Mayo Clinic Jacksonville FL 34 545 16
48 [Duluth Clinic Duluth MN 130 539 4.1
49 [Park Nicollet Clinic Burnsville MN 78 538 6.9
50 |Banner Medical Group Greeley coO 123 527 4.3



Factors Defining Successful Medical Group

Practice (FIIEEF)

* Management (‘& )

» Decrease operating cost (JR iz 5 A)

Total Operating Cost
as a Percentage

of Total Medical
Revenue

B Better-Performing Practices

Other Practices

60.19%
53.81%

0
46.08% 1338% 45.61%

38.92%

Cardiology, Orthopedic Surgery, Pediatrics,
Not Hospital/IDS Not Hospital/IDS Not Hospital/IDS
Owned Owned Owned

70.42%

55.91%

Multispecialty,
All Practices

aA___



Factors Defining Successful Medical Group

Practice (FIIEEF)

+ Staffing (A 51 it &)
Total Support Staff per FTE Physician
® (
Primary Care
Single ISpecialties

2.8

Better-Performing Practices Other Practices

8

431

Multispecialty,
All Practices

Surgical
Single Specialties m




Factors Defining Successful Medical Group

Practice (FRINEEF)

* Productivity

o (AEPERIF Total Procedures per FTE Physician
. H N
SOEEFA  prinary re [ /0
=) Single Specialties 7890
sugical | 0577
Single Specialties 3599
Muttispecilty, [ RN 15 593
All Practices 10,558

B Better-Performing Practices Other Practices



Factors Defining Successful Medical Group

Practice (FRINEEF)

* Patient Survey

. %ﬁkiﬁ%ﬁﬁvﬁ
. moEseF Patient Satisfaction
FIAESER)  Assessment Survey
Frequency, Better-

Performing Practices

Less than
Once per Year Nefiles
PANIA per Year

13.71%

Never
19.35% Twice per Year

8.87%

Quarterly

Monthly or 8.06%
More Often
28.23%




Factors Defining Successful Medical Group

Practice (FRINEEF)

e Utilization of

. 57.72% 57.72% 57.05%
Patient Survey How Patient 51.28% 50 43% 50.43%
e W NHET Ry Satisfaction Survey
7 ) Results are Used 31.90%
1795%
B Better-Performing Practices I
B Other Practices
Benchmark to Educate Physicians Educate Staff Evaluate and Improve

Other Practices about Behavior about Behavior Practice Operations



Factors Defining Successful Medical Group

Practice (FIIEEI+)

e Electronic Medical Records

(BT

)

* Increases productivity (3411

AR

* Decreases overhead (Ji{&

H)

e Decreases errors ([F{L4E1R)
e Increases correct coding/

- B T Zm B AT

billing (1

IREHAC57)
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— %c,fimm Kaiser Permanente Model (JIHEHRR,)

* First founded in 1945 by industrialist Henry J. Kaiser and physician Dr.
Sidney Garfield, although two have worked on %rowdmg health care to
Kaiser industry workers smce 1933. (1-1945] M ZX Henry J. Kaiser A/l

Sidney Garfield =4 L m & 57 . A T N B & 7EGE 11933, )

. (Q:EDEESI)SJCS 2 interdependent structures: (FH2/ME BN, H X S/ERINIA
. Kalser Foundation Health Plans (KFHP): (D148 & 18 B vF R AR )

offe repaid health plans and insurances to employers, employees and individual members

(Ze ), i L E A NSt st ) RS o))

. Prowde infrastructures for and invest in Kaiser Foundation Hospitals and Clinics (25 DL 4
= Be AT 12 e e i A 45 52

* Contracts exclusively with Permanente Medical Group (> %DPermanente@ﬁ%&é’\])
* Kaiser Foundation Hospitals and Clinics: (JLIEZE 4 = A1 112)
* Provides the sites for Permanente Medical Groups (%3 Permanentel%=J7 4E FH2 1t 1T =3 )
« Manages nursing/support staff (‘& X4 LRI & N 7))
* Permanente Medical Groups: (Permanente %7 4E [7])
* Provides medical cares exclusively for KFHP members ( - 25 KFHP % 3 #24L 5 F7)

. Ne otiates a budget with KFHP for physicians salaries, benefits and profits (FIKFHPTE & T4,
UEBR AR L5, #EAIAIZLA])




Kaiser Permanente Model (FLEFET,)

The 2 structures are interdependent, collaborative and inclusive (2L AH BAK A, B
e, AIEZ)

The KFHP and Hospitals are not-for-profit (KFHP A 2= B A2 JEE 14 1)
* |n 2014, 9.6 million members (to 7 2015,&0.1:million) S3.1 billion in net income on 56.4Qbil i

on
?g)erating revenues (#]2015F-1 H , TE1 A0, 1520145F, HiaAiseafl, ik A31
« 38 medical centers and >700 medical offices (38 MEJ7 H1Lr, >7002 N 112 HE)
Decreases/eliminates the intermediate mechanisms between the KFHP and %%%i)cians,

reducing overhead (/> /78 & | KFHPAIE A TR AR TRIPA TS, BT PAGEZD 1
Emphasizes on the preventive medicine (5% 1 Tl [5 = 97)
Provides comprehensive medical care for total health (F& L4 i B =7 PAPRIE 2 T 2 5R)

Forms a net-worked healthcare systems in a geographic region (£ ™ X 35 4 2 1%
— ANy R 22) i

* Clinics = medical centers em%hasizing on basic cares -> tertiary referral medical centers ([ ]12#
SEARETTHL> =R 2RI L)
 Reducing duplications in a region (Ji/> X A H E )



Kaiser Permanente Model (FLIA )

* A pioneer in the utilization of electronic medical record system (E&+

T3 D1 0 )

2

&

* Started investing in EMR as early as before the end of last century (7E£20
AR, BIFFaE#oT

* Invested 4 billion (] H 7], 1e%71X54012)

* Benefits all physician and health plan members (1% 2E 195 A\ 15) 52 %5)

* Improves coding and billing (2033 1 2 W gm A A1 5% )




Kaiser Permanente Model (FLIBAR )

* The Permanente medical groups (Permanentel% 7 £E [4])

* Consists of 17,800 physicians nationwide in 2014 (&=FE 1 7, 8 0 0 Z&E4A)

e 7,300 physicians in California (JOJH 7, 3 0 0 ZE&E4)

e Contracts exclusively with the KFHP (R f1 K F H P &%)

* For profit (& Al 14 1)

 Negotiates budget with KFHP (F1 K F H P {55 #i55)

. §€|1'air;/ is not the best, but 70-80t percentile in the nation (L XAEEE 7 0—8 0 H
7] )

* Profits are distributed as bonus at the end of the year (fE & JiF) 43 41)

« All physicians are required to be board certified (/T & 4= V204G EIAIE)

* Performance is evaluated based on national guidelines and patient survey (#2# & &%
Lol A5 B A N A PE 8 = AR 1 TAE)

* Permanente Federation formed in 1996 to standardize patient care anerformance

based on national guidelines (Permanente BX ¥ F%17. 11996, PARYE E 2K 15 B Kdn
AR NIB T AN A 1) T AE)




Kaiser Permanente Model (FLEHE )

* The Kaiser Permanente Los Angeles Medical Center was ranked #10 in
California among >250 hospitals

o (ALY RO AEIIMN 2502 TR B, 44 415510)

* The cardiology/cardiac surgery was ranked #25 in the USA among
>650 cardiology/cardiac surgery

o («Ua IS AN O I A RHE 42 3650 T Do E L RL R, 44 51126 25)




een e Kaiser Permanente Model (FLER )
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Conclusions (55 i£)

* It is possible and necessary to practice medicine as a group
o (SERAT R LI AT R AT 1Y)
* |t provides the physicians with market power
« (BRI ERAESET I &)
* It can manage resource more effectively
o (‘BRI LAEAL R BE)
* It can provide quality care
(R DR S R T)

 BERATE, mABEA, TUEEM, SmRETT.

Pl







* At Kaiser Permanente, we always have been a pre-paid, capitated
system.

* We control the entire health care dollar within KP, and this promotes
and incentivizes a collaborative and holistic approach to maximizing
health for our more than 10.1 million members.



