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KAISER4PERMANENTE MEDICAL CARE PROGRAM;g
BACKGROUND AND EVOLUTION

by Dr. Paul Zukin

The KPMCP as it exists today evolved over a 40 year
period. Presently it is the largest non-governmental hea~
1th program'in the world., This evolution occurred in res-
ponse to several basic problems: 1) To decrease the cost
of medicgl care, 2) To improve fhe comprehensiveness and
quality of medical care,and 3) To accomplish these obje=~
ctives within a framework in which the -doctor retained
control of the system and worked in a medical environment
in which his work was interesting and challenging and
where the doctors had reasonable imcome and security and
most im?ortantly,that the doctors would fit into the acec-
epted framework of American Medicine.

This program began very simply, In 1933 Sidney Garf-
ield, a yound surgeon, was working in the desert in Southern

California where an aqueduct wag being built by Kaiser Engin-

eers. Men working on the projeet regired medical care for

industrial injuries:and also for ordinary illnesses. For

industrial injuries they were cared for under insurance

but had to go some distance away for care. For other illn-

e8se8 unrelated to work,no care was provided nor was it



easily available.

Dr Garfield felt that with a source of regular income
h§ cou1d budget expenses and provide medical care for the:
workers for both industrial and noh-industrial health pr=-
oblems. He arranged with the contractor’s insurance firm
to prepay 5 cents a day per worker for industrial medical
care. With the construction companies he arranged for a
voluntary 5 cents per worker per day pay roll deduction
for non~industrial care., With this money he was able to
build a small bed hospital,hire needed staff,make money -
for ﬁimself and provide much needed care. Care was provi-
ded on s basis of prepayment,not fee for service3

With five years of ex?erienoe in employee healty care
behind him,the surgeon, Dr. Garfield, was asked by Kaiser
a large industrial corporation,to reproduce the prepayment
health care program at the construction of a large dam in
the state of Washington. Here it was expanded into a. comp=-
lete family plan.

Five years later,in World War II,Kaiser was building
ships in the San Francisco bay area. Again Dr. Garfield

and his staff were called upon to cereate a medical and ho-

spital service-this time for 90,000 workers,and again with

-3 7=



. a oombination of prepayment for both industrial and non?
;industrial problems, During this time,Dr. Garfield and
1the group of dooctors working with him,opefdted the progr=
am’s hoeépital and the professional and financial aspects
as & single entity, The program was also rapidl& expanded
to include teaching, training and research.

At the end of W.W. II the ship yards closed overnight
and the membership being served disappeared. Left with fa-
cilities,a dedicated group of doctors who liked prepaid
group practice and five or #ix thousand émployees,itbwas
decided to open the membershilp to the community in gener-
al, In the last 30 years&thé program has grown-including
more than 3 million méﬁbghsf&n'ﬁ regions,in 5 states.

When the plan was made opén to the community a basio
change occurred in,i€s>stfﬁcture. but certain fundamental
prineciples wererretained.tﬁese being! private enterprise
(non~govermental),comprehensive quality health care abso-
lute freedom of medical pratice within the system,no lay
control or domination but control by the doctors,a partn-
ership rather than a salaried doctor arrangement, educat=
ional and research activities andra non-profit financial

and management organization called “health plap' and
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nonﬂprofit hospitéls,set up a8 foundations,

With success and rapid growth,many issues and probl-
ems 8S¥08&88 ag to goals and purposes,use of funds,when to
improve and expand facilitieg and services and even as td
how to manage the system, The Kaiser management had reta-
ined a KeyAinterest in the program and sat on the board
of directors qf the health plan and hospitalq. It took a
number of years to work put relationships between the do~
ctor groups and health plan and hospitals. Suffice to say,
the success of the program is largely the result of a co-
llaborative administration of a regional manager for hea-
-1th plan and hospitals and a medical director responsible
for each medical group. KPMCP now operates in 6 regions
of 5 states - 2 in California,and one in'Oregon,Hawdii,Ohé
io and Colorado. In each region an'autonomoué'phgs;Oian gr~-
oup is establiShedféither as a partnership or a professio~
nal corporation. The So. Calif. group,the. largest,has ov~
er 1,300 physicians. All the physiciah groups have the word
“Pormanente” in their mame. Permanente refers to a small
community in California where Dr, Garfield first worked
and the word has been retained for sentimental reasons,

I noted that the program in total not serves over 3



million members, It owns 25 hospitals,amounting to over
56,000 beds,‘bperates 60 clinics,employees over 30,000 in-
oluding over 3,000 physicians. In 1977 the program will

. have revenues of over $1 billion.

Guiding Principles

1, Group Practice

The Permanente Medical Groups are multi-speciality
organizations.ranging in size froi about 70 in Colorado
to over 1.300 in Southern California., Each regional medic-
al gop is irdependent of the others. They consist of abo-
ut 40% generalists and 60% specialists, a ratio tailored
for the most efficient coveragé of health problems in the:
U.S. Group‘practice permits‘more efficient use of medical
specialists,more efficient use of facilities and equipme-
nt,ease of consultation and control of quality of care.

2. Integrated Facilities

combining inpgtient and outpétient facilities makeé
best use of offiées.hospital facilities,X-ray,laboratory
and other equipment, All Kaiser hospitals have outpatiént
clinics. This is most conveniént'for bqth‘dootor and pat—‘

ient, In many places there also are satellite cliniecs.



‘Bach region has medical cenfers-& hogpital and associated
clinies. Another feature is a unified mediocal rscords
system. Almost all Kaiser hospitals in major cities are
tied to medical schools-many routinely teach medical stu-
dents,interns and residents.
3. Prepayment

All insurance involves prepayment. In ordinary insur-
ance the money which is prepaid goes to the insurancé
company which pays a claim when there is a loss or a ser-
vice rendered, This is in essence fee-for-service.
In KPMCP the prepaid money goes directly to the provider
who accepts the responsibility not only for episodes of
injury or illness ‘but also for disease prevention and
health maintaince.

4. Reversal of Economics

When prepayment is made as a capitation payment,e.g.,
per member,per month,to the providers of care,both the
hospitals and the doctors are better off if the patient
remains well. In a fee for service system the providers
derive income mainly when people are sick and require ser-
vices. There is an incentive to provide services,often

When they are really not necessary. This increases the cost
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of medical cdre and often ?esults in unnecessary medical
care How we maintain quality of care and member satisfa-
otiOn\while redudipg costs by limiting unnecessary servi=
ces will be discussed in issues and problems.

5, Voluntary Enrollment

Members are usually enrolled in the Kaiser health
plan in groups-say from industrial organization.governme;
nt ,universities,or where ever. Early on it was common for
all personsvworking in a'particular industry to have their
union arrange health insurance or health care with one
ingurer or provider. while the majority ﬁight be satisfied
with the arréngement.many might be dissatisfied. Kaiser
has insisted that there be at least one alternative insu-
rance plan offered each individual in a group to make
sure their is mutual consent on which to build a
doctor-patient relationship. Also, every member can drop
the Kaiser program and change tc an alternative program,
such as Blue Cross,should he wish, This arrangement is
one check to assure quality care and client satisfaotion.
However,demand for services continues to grow.

6, Physician Responsibility

KPMCP is a partnership between the plan,hospitals



and the physician group.‘Physicians share responsibility
for the operation and success or failure of the entire
system, This is to the general and financial benefit of

~the physician and patients alike.

Slides

In 1971 the U.,S. government was very concerned about 
the fact that the cost of:medical care had increased 300%
in the previous 5 years :-but the health stafus of the cou-
ntry had not changed at all.

The provision of health services does not insure the
improvement of the health status of people. At that time
the U.S. government looked at the Kaiser system and
decided that after looking at the economics and the
results of treating different diseases in both the Kaiser
and regular systems it appeared that the Kaiser system

was costing 30% less than non-Kaiser systems.
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Figure 1l shows the steadily increasing number of members
to the Kaiser program in the period between 1965 and 1975,

FIGURE 1

TOTAI NUMBER OF HEAITH PIAN MEMBERS AT YEAR END,
AII REGIONS COMBINED

Kaiser—-Permanente Medical Care Program
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$Figure 2 shows that the average number of doctor visits
}n the Kaiser system is 3.5 per member per year versus the
remaining systems figure of about 5. The health of people
is more important than the average number of visits and it
Ean be shown that people fare as well as or befter with
_iheir treatment results from Kaiser than the other systems

‘aveilable in the U.S.

Figure‘S shows that the Kaiser system héd about 90 dootors
per 100, 000 people in‘1965 versus the average number of
130-140 doctor per 100,000 people in the U.S. so the Kais-
er system uses fewer doctors per capita than the private
proctice system. Kaiser performs about one half the numb-
er of appendectomies per capite as the rest of the U.S.

In this way it is similar to the British system

which uses about one half the number of surgeons per capita
as the private practice system in the U.S, Over the last
10 years Kaiéer has increased the number of health person-
nol by about 35-40% per capita to Keep pace with the adve-

nt of increasingly more technical procedures.
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FIGURE 2

AVERAGE NUMBER OF DOCTOR OFFICE VISITS

PER MEMBER PER YEAR, ALL REGIONS COMBINED

Kaiser-~Permanente Medical Care Program
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FIGURE 3

AVERAGE NUMBER OF PHYSICIANS AND NON-PHYSICIANS
PER 100,000 MEMBERS,ALL REGIONS COMBINED

Kaiser-permanente Medical Care Progranm
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$Frigure 4

one of the most significant achievements by Kaiser has
been the reduction of the use of hospitals by Kaiser me=
mbers. The example here is in the use of hospital bed
days per 1,000 people from 525 in 1965 to 425 in 1975.
This also is.Kept in line with continued qdequate treat-~ .
ment ;the slide also shows a trend of deoreasing<bospital

discharges per member per year,

$Figure 5

In the U.S. in general,there are about 6 or 7 acute
hospital beds per 1,000 people. In the Kaiser plan this
is reduced to less than 1.5 per 1,000. In ﬁurn there is
an increased béd occupancy rate owing to a much more |

efficient system.



FIGURE 4

HOSPITAL DAYS PER 1000 MEMBERS,HOSPITAI DISCHARGES PER 1000
MEMBERS , AND AVERAGE LENGTH OF STAY,ALL REGIONS COMBINED

Kaiser-Permanente Medical Care Program
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FIGURE 5

HOSPITAL BEDS PER 1000 MEMBERS

AND PERCENT AVERAGE OCCUPANCYx . -
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FIGURE 6

AVERAGE NUMBER OF PERSONS PER FAMILY'
: FOR SEIECTED YEARS
ALIL REGIONS, COMBINED'.

Kaiser-Permanente Medical Care Program
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FIGURE 7

PERCENTAGE OF HEAITH PLAN GROUP MEMBERS FOR WHOM EMPIOY-
ER PAYS ALL OR PART OF HEAITH PLAN DUES,SELECTED YEARS
. FROM 1947-1975 NORTHERN CALIFORNIA REGION
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ISSUES AND PROBLEMS

by Dr, Paul Zukin

1.  Quality of care is maintained in a variety of wa&s.
The option to use other health systems for potential memb—
ers makes e¢lient satiefaction (preference to use the Kaiser
system) a major quality controller. but this is not theb
only control, All of the Kalser facilities are llcensed
by the stated and these facilitiesrare képt up to those
pet standards by the government thrqugh,inspections; It is
not necessary for a hospital to meet the standards set by
the nationwide Joint Commisesion on Hospital Accreditation
(T CHA) put Kaiser iziéis‘te that all of its hospitals meet
these standards.

External non—profit organigations are paid tg audit
Kaiser facilitiés and help them to maintain quality, Thére
are also internal audite condﬁcted by physicians to check
the quality of care,

Affiliations with universities also help to maintain>
quality. Patient surveys are also used in this task,

:Therefora Kaiser beJieVeé that it is successfully'pro-

viding satisfactery care oven though it is attempting to

~56—



.run an eXtroemely cost effective gystemn.

2. Most complaints concern the acces8sibility to care,
For example.non—ufgent sﬁrgerj is of ten delayed for congi~
derable ﬁeriods but emergency problems are cared for imme=-
diately. This walting time is not unlike the private pra-
cticoe system. All Kaiser facilities have 24 hour physic=
ians and staff,and this is not -available from all private
practices,

Kaiser facilities are sometimes inconvenient to get
to but in general there seems to be good patient satisfa—
ction,

iess personal care is sometimes a problem, for exam=—
ple, telephone“contact is much less available with Kaiser

doctors than with private practitioners,

3. Basically the problem is training people to use the
Kaiser system effectively because it is different from

private practices, but this can be done over time,

4, Increasing costs also effect Kaiser but poseibly to
a leseser degree because Kaiser has more control over ex—

penses,



5. The system does oOccasionally encounter problems among
its different parts (Medical Group, Health plan and Hosp=
itals) but it is more or less like a family situation

which in general manages %o get along very emoothly.

6. Now to consider the approach to making a feasibility
study for establishing a prepaid, group practice program.

~Kaiser Foundation International(KFI) is 15 years old
and is a separate non-profit corporation., .It has worked
in over 20 contries conducting more;.than 60 _health prog=
rams all over the world.

KFI also does other kinds of programs as well as
pre~paid programs, Presently KFI has a project providing
health services at a.laxrge -nictkel mine in Indonesia and
it is at work in the Ivory Loast at & dam condtruction

site and in other eountries.
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FEASIBILITY ASSESSMENT
: ' FOR
A PREPAID HEALTH CARE PROGRAM

Four Phases are involved in the development of a pre-
paid health care program,each following on the successful

completion of the previous phase.

1. In the pre-feasgibility study a physician and a finan-
cial and facilities expert team examine an areas po-
tential for about 2 weeks to determine if there is
the possibility to develop a medical~group.a members—
hip,and facilities needed to develop a coordinated,
integrated health program. ‘

2. If the pre-feasibility sfudy is encouraging a full-f-
easibility study is conducted over a 6 week to 3 month
period to determine moreﬁsubstantially:

a) If all of the essential components of the proposed
health program @re’present or'cén be assembled

b) A preliminary market survey in which the following
are estimayed: ‘

1) The population base potentially to be served
including assesgsment of its health status and
the scope and amount of health services or
other activities required to meet health care

needsg,including specification of basic services
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2)

3)

4)

5)

to be provided,costs,the payers as well as
socio-cultural information.
The design of an appropriate health cars

delivery system.

The size of the membership (the population
actually to be sefved) and the membership pre-
miums that must be charged in order for the
program to reach a break even point,

The expe;ted membership premium rates that can
be levied or collected from the various poasi=
ble sources of funding (eg.the population its-
elf,employers,levels of govt.,outside aid,
social insurance,ete.)

probable market penetration and under what
circumstances (eg. differing levels of cost vs.

package of services)

phase I‘consists of collecting and analyzing essential
data and estimating the potential success of the mroposed pro—
gram, Its outputs would be a preliﬁinary.design of the
health care delivery system,a schedule of benefits
(scope of services) to be offered,a forecasted per

person (or per family) per month cost and projected
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3.

source(s)of funds to cover the forecasted oost,based(
on the estimated size of the population to be Berved'
as derived for‘thé market survey. This phase typica-
lly requires about three months,including the servi=-
cos of an experienced HMO physician,a statistically
oriented specialist in médical economics and market-
Aing and ahealth facilities/health plan expert.

Not all of these individuals would necessarily be
required at site for the full three montﬁs,however.
pre~Implementation phase

presuming on the basis of phase I study,that the
program appears feasible,phase II,the pre-implementa-
tion phase,would follow and would take an eétimated
four to six months or even one to two years to comp-
leﬁe. In phase II,the program components would be
delineated, including the:

a) Identification of an initial enrollment group,
the development of an enrollment strategy and
the initietion of an enrollmeant program,.

b) Establishment of a medical group and the devel-
opment of a time tabie for commencement of

operations



¢) Establishment of a financial group to bring

a)

e)

£)

g)

h)

together the required funds.

Identification of f@cilities fo be used and es-
tablishment of a facilities and operations man-~
agement group |

Development of an operational plan and a budget
for the first twelve months of operations.
Development of management and support systems,
such as accounting,management control,operating
and reporting systems,medical records,etc.
Recruitment and selection of employees and est-
ablishment of training programs.

Coordination of the enrollment,medical, finan~
cial and management groups to assure commenc-

ement of operations on the target date.

Phase III. Implementation

Twelve to eighteen months required to put the

system together to work smoothly.

The purpose of all of this activity is to prov-

ide adequate health care services in which the

doctors as well as patients are satisfied.



Technical personnel required to assess,develop and
implement the program.

a) For feasibility study,a physician exXperienced in

prepaid group praotice,a statistically oriented,
medical’ eccaomist/market researcher,a health
plan/facilities manager.

b) For pre-implementation andi&ﬁplementation,a.sim-
ilarly qualified physician and health plan/faci-

lity expert.
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ORGANIZATION OF THE KPMCP
A discussion with slides

by Mr, Robert Willcox

Slide 1 : Total organizational structure of Kaiser.

The Kaiser Foundation is a very large organization
operating in 5 states;therefore it has a central office
which is run by a president. He reports tblé board of di-
rectors which is responsible for the entire program in all
regions, As a large organigation it is not economical to
hipe many lawyers and maeny economists so they work in a
central office for all regions.Bach region hakn‘pay for
the services provided by this main office.

The president has responsibility for the Kaiser Founf
dation Hospitals and the Kaiser Foundation Health Plan.,
These are private non—profit organizations. The president
and eentral office handle all of the public affairs,econo=~
mics,legal or government relationships.,

From the-central office there are the Regional Mdna-’
gers responsible for the Kaiser Foundation Hospitals(KFH)
and Kaiser Foundation Health Plan (KFHP)in each region ,Then
there are the fofprofit Medical Group(M@) (Group Practice)
in each region which have a contractual agreement but wHMh
are not direetly related to the céntral office or the KFH
or KFHP ,Instead they are independent in each region with
their own regional presidenf.

In each region there isg the medical center with its
elinics Within it and satellite clinics.These are not nec<
essary in korea because in the U.S8.this is a billion dollar .

business(and could not be used on this scale in korea),
‘ -7
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Siide 2 . Ofganizatioh 1.

In the Health Plan(HMO) the member is the most impoQ
rtant person, Ig the Kaiser Program membership is split |
into two divisions: subscriber(or the worker) and the de-
,bendents.under that worker, The family averages between
2,5~3.0 people, The member pays dues to a Health Plan(HP)
which every rogion has, The HP then signs a eontract with
the KFH for the provision all of the beds,personnel,equi-—
pment.étc.to the members, Then & contract is signed betw—
oon the HP the MG to provide all medical treatment for the
members, At this time the MG becomes part of the HP and a
part of the Hdspital and clinics, They can then treat all
of their patients in the provided facilities because thers
is a contract with the HP to provide the facility and they:
have a contract with the HP to provide health services for
the members;

Normally the patient utilizes the system by seeing
the doctor at the cliﬁic.the diagnosis is made and then
the doctor is responsible for seeing that the member rec-
eives treatment either at the clinic or hospital and is
fwith' the patients case until he is discharged from the
hospital or clinie, This basiec structure is commdn to all

roegions of the entire Kaiser system,
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ORGANIZATION 1

.{SUBSGRIBER

! |DEPENDENTS

HEALTH PLAN

HOSPITAL

MEDICAL GRP,

CLINICS
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Slide 3 : Organization 2 (Health Plan)

The HP has both an administrative and & financial

-function. The doctors and hospitals are not used unless

‘the HP is marketed to & defined population, These are go=-

nerally unions,governmental workers or other groups, Vari=

‘'ous plans are devised to provideé varying amounts Of cover=—

age and premiums are set for each plan, Thie is the cost
that each subscriber and his dependents must pay, Work
begins when money collection from the subscribere begins,
Thé HP must account for all money coming in, With the

money and records,the hopitals and doctors can be paid.

Then other records are needed by the government, insurance

companies,Blue Cross,for the patient and for interna; use,

ORGANIZATION 2

HEALTH PLAN

1. MARKETS (SELLS) PLAN
2. SETS PREMIUM (DUES)
3, SETS COVERAGE |

4., COLLECTS DUES

5 . KEEPS FINANCIAL

RECORDS » PAYS HOSP., & M.D

(=81~



S1ide 4 : Organization 3 (H09pitai)

The Hospital must provide ali‘nf the staff. nurses,
nurse aids,home ¢are workers,janitors,the technicians,bio-
medical technicians to maintain equipment ,pharmacists and
others., The hospital must also provide business offices,
office space for the doctors as well as all of their médi—
cal equipment and suppliees, Patients Medical records are
maintained in both clinie and hospitals. Records include
dietary information,food expenses.medica.tidn.etc.

The primary task of the hospital is esgentially care

of in patients,versus the clinics’ which treat out—patients.

ORGANIZATION 3

<HOSPITAL
1, PROVIDES STAFF
2. PROVIDES OFFICES
3. PROVIDES EQUIPMENT

4. MAINTAINS RECORDS
FOR THE PHYSICIANS

CARES FOR INPATIENTS
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S8lide 5 ! Organigzation 4 (medical Group)

The MG has the primary job of treating both in-pati=-
fent and out—batients, Another role is teaehing: among the=-
‘thameelvas.to nurees, to technicians,at the university and
‘to interns,residents and étudente. Their final role is
‘research,most which is paid for by the government,and not

by Kaiser,

B
ORGANIZATION 4

MEDICAL GROUP
1, MEDICAL TREATMENT
- TO BOTH OUTPATIENTS
AND INPATIENTS
2., TEACHING

3. RESEARCH

S1lide 6 : Health Plan

These are the 3 component parts of the Kaiser system:
" KFHP,KPH and MG,.,Kaiser assumes the responsibility to org—
anize and provide tetal health care unlike the private

' practice system, The XKaiser system is organized to pro—
vide health care when needed,0ther systems are organiged

to provide care when meney is available,

" =83=



In the HMO there is a guarantee that specified ser— |
vices will be provided at & fixed amount of money so0 that
the subscriber can budget exactly how much his health caré
expenses will be for one year,

‘The H? guarenteesvincome to the MG,plus there arse
non—plan patients whose fees also go to the groué ﬁhieh ise
common profif for the MG, Also with the budget for the
hospital set,if run efficiently.,there is surplus funds
which is again shared Wwith the doctors and this provides
another incent;ve.

There are some weifare type contracts with the gover—
nment in which it pays‘thefmembership fees poor people,
Occasionally contracts with other hospital include guara-‘
nteed numbers of beds when the KFH in a region are insuf=-
ficient for the membership in a region. Other agencies use
KFH facilities and there funds are used to support fhe
KFHP, )

HOW IT WORKS
HEALTH PLAN
CONTRAGTS  WITH

0 MEMBER
o MEDICAL GRP
o0 HOSPITAL

GOVERNMENT
OTHERS -

=}

o
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81ide 7 : Plan ] (Hospital)

The first plan | illustration 1lists the coverage for
tomater for an entire year at the hospital under plan I as

an example of various plane offered in the Kaiser system,

PLAN 1

IN THE HOSPITAL
DOCTOR CARE 3
BED,FOOD ,DRUGS , z
SUPPLIES ,X~RAYS 1 wo
LABORATORY ,PHYSICAL |  OHARGE
THERAPY , DRESSINGS

AND CASTS,NURSING -

BLOOD NO CHARGE
IF REPLACED

COVERED FOR 365 DAYS

81ide 8 : Plan [ (Clinice)

As an out=patient this particular plan offers full
"treatment including doetof.tests.therapy.immuniza.tions
all for $1, Drugs are sold at special member rates,. There
'is no home or mental care but if a member leaves his ro~
gion medical costs at other facilities are covered up te

$3,000 in this sample plan,for emergency treatment.



PLAN |

IN THE CLINICS

MFDICAL SERVICES

o PHYSICIAN
" 0 PARAMEDICAL
0 X~RAY (DIAGNOSIS)
$ 1,00
o LAB
~PER DOV
0 ALLEAGY TEST '
0 X~RAY (THERAPEUTIC)
o PHYSICAL THERARY
o IMMUNTZATIONS
0..DREBSINGS AND CASTS
0 AMBULANCE
DR§as M.R
HOME HEALTH CARE N.C
OUT, OF AREA CARE TOo $3,000
MENTAL CARE ' N.C

COVERAGE 365 DAYS



-

g8lide 9 | Costs for Plan |

Costs for this particular plan are shown in this
~i1llustration with the breakdown of how much the involved
'ipartiee pay. Frequently the employer pays a portion of
fthe premium, Other plans are available for even smaller

~rates.

COSTS FOR PLAN I

(HAWAIIAN TELEPHONE WORKERS)

TOTAL PREMIUM $60,90/M0,

EMPLOYER PAYS 358.sa/ﬁo.
OR 88.4%

WORKER PAYS & 2,08/Mo,

OR 11.6%

RANGE OF % DUES PAID

BY EMPLOYER = 27% TO 100%



Sl1lide 10 ; How We Spend the Duss

The final slide shows how each premium is spent to
administer the program, The reserve is used to build new
facilitieesto pay the central office expenses,to conduct’
new programs,etc, This demonstrates the lowecost—effecie—

ncy of the Kaiser system,

HOW WE SPEND THE DUES
FOR EACH -DOLLAR RECEIVED

HEALTH PLAN § ,03

'~ DOCTORS $ .50
HOSPITAL  § .43
RESERVE $ .04
TOTAL $ 1.00
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