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Business Basics for Kaiser Permanente Physician-Managers
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appropriate inpatient utilization, and has provided oversight for quality management. In the past year, Dr Tuso has also focused
on efforts to understand the relationship between budget, access models and member satisfaction. E-mail: philip.j.tuso@kp.org.

Introduction
When they joined Kaiser

Permanente, most of our physi-
cians might not have fully fore-
seen the present need to under-
stand the basic business concepts
necessary to help manage their
medical practices. Over the years,
the Permanente Medical Groups
have realized that physician-lead-
ers need certain skills to manage
the business aspect of their
medical groups more effectively.
In the next decade, many
Permanente physicians will in-
creasingly be asked to use their
managerial skills to improve the
quality of care we provide our
members. Indeed, Permanente
physicians need basic business
skills for several reasons:

• We are held accountable
for developing and moni-
toring budgets.

• We are held accountable
for exercising control over
our business operations.

• We are held accountable to
develop new ideas that will
make us more competitive.

• We are held accountable
for developing future lead-
ers of our medical groups.

To supplement learnings from
the didactic leadership courses
developed by the Southern Cali-
fornia Permanente Medical Group
(SCPMG), this article presents for
all Permanente physicians an

overview of information not al-
ways specifically included in train-
ing seminars. The road to being a
leader in any organization is not
always easy, and many of the
skills we acquire as leaders are
handed down to us by our men-
tors—but mentors are not all
equal, and variation in
mentoring techniques may pre-
vent some managers from ac-
quiring knowledge that will help
them become more effective as
leaders. The cost of leadership
is usually criticism, and many
managers learn certain skills by
trial and error. When Permanente
physicians acquire business
skills, they enable our medical
groups to more effectively pro-
vide high-quality medicine at an
affordable price while maintain-
ing market strength.

The Economic
Environment Outside
the Permanente
Medical Group

Look for the obvious which
no one else has bothered with.

— Obvious Adams2:36

The economic environment
outside Kaiser Permanente is
rapidly changing. Computer
technology is changing the way
we practice medicine and the
way the nation does business.

Many other health plans are
struggling to provide high-qual-
ity medicine at an affordable
cost. At Kaiser Permanente, we
are recovering from recent fi-
nancial losses by becoming a
“leaner” organization.

In a sense, one of our biggest
competitive threats is presented
by the Internet. Like the rest of
the economy, medical practice
has entered an information age
in which cashless, electronic fi-
nancial transactions are common
and in which, many economists
believe, information is increas-
ingly becoming as valuable as
money. Many Internet compa-
nies are valued at billions of dol-
lars (even if this value cannot be
converted directly into cash). In
addition, billion-dollar decisions
in this highly competitive mar-
ket are made much more quickly
than just a decade ago. As an
indirect result of these techno-
logic advances, our major com-
petitors in health care are not
other physicians; instead, they
are business managers skilled in
developing new products and in
marketing these products to con-
sumers. Therefore, to maintain
our competitive advantage in
health care, we must learn to
think like business managers and
stay one step ahead in demon-
strating knowledge and profi-
ciency in business as well as in
medicine. This way of conduct-
ing medical practice will require
training different from that which
we acquired in medical school.

Health care costs have risen
dramatically over the past de-
cade. As health care in our coun-

By Philip J Tuso, MD, FACP

Because your own strength is unequal to the task,
do not assume that is beyond the power of man;
but if anything is within the powers and province of man,
believe that it is within your own compass also.

— Marcus Aurelius Antoninus1:11

try shifts to a “managed care”
model, efforts are increasingly
being made to reduce costs, pre-
vent fraud, and ensure consis-
tently high quality of care. Un-
doubtedly, we will soon be us-
ing more Internet technology to
simplify paperwork and im-
prove documentation as a way
to reduce the number of deaths
that have been attributed to
“medical errors.” Many health
care providers are already look-
ing carefully at new computer
technology to help clinicians ob-
tain information whenever,
wherever, and however they
want it. We also risk losing mar-
ket share to companies that with
the assistance of this new com-
puter technology, will focus on
caring for members with such
chronic illnesses as hypertension,
asthma, and diabetes mellitus.

One of the SCPMG’s main as-
sets is the information we pro-
vide to the Kaiser Foundation
Health Plan. Because we belong
to a prepaid health plan, the
economic incentives for e-com-
merce have already been estab-
lished: By providing information
to our members over the
Internet, we can effectively de-
crease our clinical costs of pro-
viding medical services; for ex-
ample, members may schedule
preventive studies, check test

When Permanente
physicians acquire business

skills, they enable our
medical groups to more

effectively provide
high-quality medicine …
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creases over time. The net worth
of our medical group is difficult
to determine. Because we are
not a corporation, our worth is
determined by our contractual
relationship with the Kaiser
Foundation Health Plan and
by our intangible assets (eg,
trademarked or servicemarked
programs developed within
Permanente Medicine). Every
year, our main tangible asset—
the cash received from the Health
Plan—is distributed entirely as in-
come to our physicians and em-
ployees. Our liabilities are zero
because the buildings that we use
to help care for our members are
owned by the Health Plan. There-
fore, at the end of each year, our
net worth (assets plus liabilities)
on paper is zero.4:110

If our net worth is zero, how
can we determine if our medical
group is successful? Profitability
ratios are used by corporations
to measure a company’s earning
power and management’s effec-
tiveness in running opera-
tions.4:143-7 For SCPMG, this ratio
would be computed as partner
earnings divided by total revenue
(ie, total cash received from the
Health Plan). High profitability
ratio thus indicates high effec-
tiveness. Our profitability ratio
may increase if we decrease out-
side medical costs. However,
profitability ratio may not corre-
late with success; for example,
if we do not hire an adequate
number of physicians to meet
member demand, profit ratios
may increase—but member sat-
isfaction may decrease, resulting

in lost membership or in mul-
tiple complaints to the State of
California Department of Corpo-
rations. A different measure,
profitability, may be defined as
the amount of cash dollars
needed to meet our year-end
projections and to allow us to
hire and retain qualified physi-
cians. If our costs were to ex-
ceed Health Plan receivables,
then each partner would be at
risk for paying to SCPMG that
member’s share of the deficit.
Fortunately, this situation has
never occurred.

When membership declines,
we can adjust our accounts pay-
able by physician attrition
(whether by death, voluntary
resignation, or retirement) or by
staff layoffs. In the California
Division’s Southern California
Region, annual attrition is about
100 providers, or about 2.5% of
the Region’s physician pool. Be-
cause, on average, we employ
about one physician per 700
Health Plan members, we could
withstand loss of about 70,000
members before we would need
to consider implementing lay-
offs. A 2% change in our mem-
bership volume would thus be
problematic. In contrast, a 2%
gain in membership would in-
dicate difficulty meeting mem-
bers’ access needs (Irwin P
Goldstein, MD, personal
communication).a Because our
contract with the Health Plan is
closely related to volume of
membership and because our
main asset is the cash we re-
ceive from the Health Plan, our
net worth is vitally linked to
membership volume.

Increased membership volume
and high rates of member reten-
tion are key to the economic suc-
cess of SCPMG. Every year, we

lose thousands of members to
other health care programs be-
cause we did not meet members’
expectations. By not retaining
these members, the Health Plan
loses thousands of dollars previ-
ously invested in adding these
members to the KP team. In the
future, if we retain most of our
members from year to year, we
will have a differential advantage
over our competitors.

Membership can be increased
by achieving high scores in both
quality of care and member satis-
faction. Overall health plan rat-
ings obtained through satisfaction
surveys and from quality indica-
tors (eg, rates of administering
Pap smear and mammographic
examination, care for elderly
members, and care for members
with diabetes mellitus or asthma)
are now widely published and
certainly will allow further oppor-
tunity for the public to voice opin-
ions about the health plans that
have earned members’ business.
If, as is hoped, the state-of-the-
art quality of service delivered by
Permanente Medicine will allow
us to move from competitive pric-
ing to value pricing, we will defi-
nitely gain another differential
advantage over our competitors.

Thus, customers are the eco-
nomic and motivational lifeblood
of our medical group, and ev-
eryone working in our organi-
zation should be aware of this
fact. Responding to customers’
needs can be difficult, but these
customers often give us ideas for
new products and may provide
interesting insight into how our
competitors may be doing some-
thing better than we do. Invest-
ing in today’s members will go a
long way toward guaranteeing
our future as a successful health
care organization.

Another benefit of Internet technology for
clinicians is easier access to patient information,

a benefit that will further improve the quality
of care we provide our members.

results, and schedule appoint-
ments over the Internet. An-
other benefit of Internet tech-
nology for clinicians is easier
access to patient information,
a benefit that will further im-
prove the quality of care we
provide our members.

Because national economic
changes may indirectly affect
Health Plan membership, physi-
cians should understand current
events in our country from an
economic perspective. Whereas
increases in home sales or in re-
tail sales are taken as signs of a
robust economy (a situation that
may lead to increased member-
ship volume and increased rev-
enue), indicators of a weaken-
ing economy may mean layoffs
and lost membership for health
plans. Monitoring these and simi-
lar economic indicators will help
us to develop effective strategic
plans and budgets and to deter-
mine the best time to hire addi-
tional health care practitioners.

The Economic Environ-
ment Inside the Southern
California Permanente
Medical Group

In battle, one engages with
the orthodox and gains
victory with the unorthodox.

— Sun Tzu3

The economic environment in-
side SCPMG can be determined
by understanding our net worth
(ie, tangible and intangible as-
sets minus liabilities). A company
is doing well if its net worth in-
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How to be An Effective
Permanente Physician-
Manager

Every little deed counts,
every word has power,
everyone in the organization
understands the meaning
of life is to build life.

— Robert K Greenleaf, Servant
Leadership5

The road to being a leader is
not easy. The price of leader-
ship is usually criticism and a
multitude of problems. To bor-
row a financial analogy, lead-
ers are the “bottom line.” Few
individuals are born to be lead-
ers. In the Information Age,
leaders must develop many
skills that are not always de-
scribed in manuals. Whereas
most Permanente physicians
have mastered—and regularly
receive the rewards of—the
multitask training required to
care for our patients, effective
managers reap rewards only
after months or years of plan-
ning.6 As part of this planning,
physicians may become more
effective as managers by de-
veloping seven skills on which
to focus:

• effective time management;
• matching performance to

results (access, satisfaction,
and budget);

• effective communication
(eg, in presentations and in
meetings);

• development of strengths
(“feed opportunities and
starve problems”);

• development of ideas;
• career development;

• caring for themselves so
they can take care of others.

Some Principles of
Time Management for
Physician-Managers

To be effective as managers,
physicians must effectively man-
age their time. Managers who
are always in the office and who
do not take time to talk to their
employees or customers risk
losing their focus and risk be-
coming isolated from the real
problems facing the organiza-
tion. Ineffective time manage-
ment also depletes important
personal time (eg, time spent
with family). Over the long run,
insufficient personal time affects
managers’ overall mood and in-
dividual effectiveness. As part of
effective time management,
physician-managers are well ad-
vised to prioritize decisions on
the basis of saving the organi-
zation money or developing im-
portant strategic goals.6 Some
helpful hints are listed below:

• touch each piece of paper
only once: trash it, refer it,
answer it, or file it;

• write replies or memoranda
directly on existing memo-
randa;

• do not open junk mail, and
complete necessary forms
promptly;

• minimize the number of
copies of reports kept in
the office (clip and file ar-
ticles);

• minimize telephone voice-
mail and length of tele-
phone greetings;

• eliminate nonproductive
time;

• to eliminate overstaffing,
identify jobs that can be
done by others;

• prevent recurrent crises.4:55

Access, Satisfaction,
and Budget: Focusing
on Results

Every accomplished Permanente
physician-manager should agree
that the success of SCPMG de-
pends on developing ways to
allow our members to see their
own health care practitioners
and to be satisfied with that ex-
perience. As stated earlier, add-
ing and retaining members is the
lifeline of our growth and cash
flow. By providing access to our
members and by maintaining
high satisfaction scores, we will
increase our membership by
word of mouth and will retain
our members. We have found
that two indicators are particu-
larly useful in monitoring access
to our health care practitioners:

• “percent match”: percent-
age of visits a member has
with primary care practitio-
ner equals number of visits
with primary care practitio-
ner divided by number of
primary care visits;

• supply/demand ratio:
availability of health care
practitioners divided by
empaneled members’ de-
mand for these practitio-
ners’ services.

The percent match is useful
because it tells us what percent-
age of the time a member sees
his or her primary care practi-
t ioner when that member
comes to the clinic. That is, the
percent match measures the
efficiency of the appointment
center in obtaining for the
member an appointment with
that member’s primary care
practitioner. We feel strongly
that the higher the percent
match, the more likely mem-
bers will be satisfied with their
health care experience. When

members see practitioners
other than their own primary
care practitioner, they are less
likely to have all their needs
met and thus may become frus-
trated—for example, when they
are sent back to their provider
for follow-up. Indeed, this pro-
cedure results in duplication of
services, a phenomenon that
makes us less effective as an
organization. We have also seen
that urgent care visits do not
substitute for clinic visits with
members’ own primary care
practitioner; traditionally, satis-
faction scores for urgent care
visits are much lower than
scores for visits with members’
own primary care practitioner.

The supply/demand ratio al-
lows managers to determine if the
number of providers in a clinic
creates enough appointments to
meet overall member demand for
appointments. In the past few
years, on average, our Health Plan
members have generated about
three visits per year. Therefore, a
population of 100,000 members
can be estimated to generate
300,000 visits in one year. The
key to success is controlling de-
mand, and the difficulty of this
task lies in meeting member de-
mand for appropriate appoint-
ments (in contrast with demand
for inappropriate appointments).
The three-visits-per-member-per-
year statistic was calculated by
using prospective and retrospec-
tive data from our Health Plan
clinic in a three-year period and
represents the actual number of
patients seen in the clinic. The
statistic does not estimate unmet
demand (ie, patients who wanted
an appointment but did not come
to the clinic).

Available supply of appoint-
ments—number of appoint-

The road to being a leader
is not easy.
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needs of our members and
in increasing our ability to
grow. Unhappy customers
are not good for business
and can cause unhappiness
among our employees.
Over time, this situation
could demoralize the medi-
cal groups, create disinter-
est in developing new pro-
grams, and cause physi-
cians to leave a medical
group. Undoubtedly, im-
proved access for our
members will improve
member satisfaction as well
as member retention.7

To be effective,
managers must

experience frontline
customer interaction …

Effective change and cus-
tomer-centered growth will be
at the center of our economic
success as a medical group.
Companies that excel in cus-
tomer-centered growth focus on
being the best in their business
and on establishing a respon-
sive customer interaction pro-
cess. To be effective, managers
must experience frontline cus-
tomer interaction: Several times
per day, a manager should leave
his or her office just to walk
around the clinic and “put an
ear to the wall.” Another useful
technique is to listen carefully
to the complaints of unhappy
customers: These customers
can give us valuable informa-
tion that tells us what is wrong
with our medical group. The
stories these customers tell
should not be undervalued:
they can give managers impor-
tant new ideas and insight.

The general rule in the business

world is “never go over budget.”
You may go under budget or
meet budget, but you must avoid
going over budget. To stay finan-
cially solvent, a company must
consistently meet its budget.4:187

To managers, therefore, cost is the
enemy. Although managers are
paid to manage budgets, various
factors cause departments to go
over budget (examples include
unexpected costs of chemothera-
peutic drugs or unexpected in-
creases in the number of evening
clinics required during flu season
to meet appointment demand).
These factors are known as ex-
plained variances; managers
should try to avoid unexplained
variances because they may re-
flect on the manager’s ability to
manage the department.4:178

As physician-managers, our
major budgetary components
are salaries (for physicians and
for other employees), supplies,
and outside medical costs. Cost-
benefit analysis of these com-
ponents underlies almost every
decision we make during the
budget year. The supply/de-
mand ratio model can help us
predict future need for practi-
tioners on the basis of member
enrollment. If a department’s
supply/demand ratio is <1, bud-
getary goals will not be met,
and unmet demand will add a
costly expense: overtime clin-
ics. Departments go over bud-
get for several reasons:

• poor prediction (supply/
demand ratio much lower
than 1);

• excessive overtime or sick
call when a department
lacks enough nurses to
cover on-call clinics or sick
call (overtime pay for nurses
can be as high as two times
their normal pay);

• unexpected outside medical
costs, often explained by
poor repatriation of mem-
bers from community hos-
pitals (outside medical costs
can be as much as 12 times
the cost of care provided at
our own medical centers).

Skilled physician-managers
have learned ways to effec-
tively develop budgets so as to
prevent crises and unexplained
variances during the upcoming
year. By planning carefully and
by working closely with their
departments, managers can
help their departments to be
successful and to avoid going
over budget.

The Importance of
Good Communication

In this Information Age, im-
personal communication per-
vades daily business life: Every
day, we are inundated with
messages from e-mail, fax ma-
chines, voicemail, and pager
systems. Managers should there-
fore try to combat this imper-
sonality: When someone does
something special in the depart-
ment, reward him or her with a
handwritten note on special sta-
tionery. The employee will
probably treasure this note and
keep it for future reference. Do
not undervalue the importance
of recognizing and praising
good behavior. Acknowledging
good performance encourages
similar behavior. Bad behavior
also should be addressed
quickly, discussed, and docu-
mented. In general, praise phy-
sicians in public and deliver nec-
essary criticism in private.

In addition, good presenta-
tions and good meetings help
managers to run their depart-
ments effectively. In addition,

ments practitioners have avail-
able per year to see their pa-
tients—is usually calculated by
multiplying full-time equivalents
(FTE) in a clinic by number of
appointments per FTE. For ex-
ample, a practitioner who works
in the clinic 46 weeks per year
and sees 22 patients per day
generates about 5060 appoint-
ments in a 12-month period. The
supply/demand ratio indicates
the ability of primary care prac-
titioners to see their patients
when these members come into
the clinic. For example, if a prac-
titioner is assigned 2530 mem-
bers and has 5060 appointments
available during the year, that
practitioner’s supply/demand
ratio is computed as

5060 appointments
÷ 7590 visits per year
(ie, 2530 members
x 3 visits per year)

= 0.66
A supply/demand ratio of <1

indicates that a practitioner lacks
enough available appointments
to meet the predicted demand
for appointments by that
practitioner’s empaneled mem-
ber population. A supply/de-
mand ratio of >1 indicates that
the practitioner has more avail-
able appointments than the
practitioner’s empaneled popu-
lation is expected to generate.
Traditionally, this ratio would in-
dicate that this provider panel is
open to new patients. For sup-
ply to equal demand, a manager
may wish to consider closing a
practitioner’s patient panel when
the supply/demand ratio ap-
proaches a value of 1.

• Member satisfaction is mea-
sured routinely by most Kai-
ser Permanente Regions.
Satisfaction scores indicate
our success in meeting the
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presenting themselves well to
other leaders and practitioners
allows managers to develop
programs that bring their de-
partments recognition as well
as the funding necessary to sup-
port growth. When preparing
and delivering presentations,
managers should consider
these key points:

• Introduce yourself and
your main points, support
your points, and then
briefly repeat your points;

• Avoid reading the presen-
tation and avoid tangential
discussions;

• Use simple visual aids with
no more than five bullets
and two minutes of discus-
sion per slide;

• Practice the presentation in
advance;

• Get sufficient rest before
the presentation;

• Arrive early at the presen-
tation location to become
familiar with the speaking
environment.4:57-60

When preparing for and
conducting meetings, managers
should consider these guidelines:

• Invite only those who must
attend;

• Plan and follow both a pre-
set starting time and a pre-
set closing time;

• Have a written agenda and
take notes about the
agenda items discussed;

• Chair the meeting and
establish clear outcomes;

• Eliminate useless meet-
ings.4:61-2

Good managers make deci-
sions only after they stop, look,
and listen—other aspects of
good communication.8:81-2 In-
deed, many energetic, bright
people do not listen well. Just as
we experience in our clinical

practice—as managers, we must
listen to the entire story, look for
what has not been said, and try
to understand both harm and
benefit associated with our de-
cisions. Look at others while they
speak, and observe facial ges-
tures and body movements. As
clinicians with years of experi-
ence, many of us acquire a “sixth
sense” that helps us know when
someone is not healthy. This gift
can be helpful to us also in busi-
ness negotiations. (The older I
get, the more I look and listen!)

One of the more difficult
parts of a manager’s job is
to develop other leaders …

How Physician-Managers
Can Develop Their
Strengths and the
Strengths of Others

Working on budgets and devel-
oping new programs can be both
fun and exciting for managers
who have gained experience in
these tasks. One of the more dif-
ficult parts of a manager’s job is
to develop other leaders, recruit
new health care practitioners,
and respond effectively to prob-
lem employees. By far the most
difficult part of my job has been
to terminate a practitioner from
service at SCPMG.

Interviewing new physicians is
time-consuming but can save time
and headaches if done properly.
When interviewing candidates,
managers should ask themselves
two important questions: 1)
whether the candidate can do the
job, and 2) whether the candi-
date will do the job.4:41 When ask-
ing questions, managers should
remember to listen carefully for
the response; and if the answer

is not complete, candidates
should be asked to be more spe-
cific. Responses should be moni-
tored closely for inconsistencies.
Letters of reference can be invalu-
able for determining the
candidate’s performance record
and potential for doing good
work in the department. Imper-
missible questions include those
pertaining to the candidate’s
health, religion, marital status,
family plans, and age.4:41

Problem employees must be
treated with great care. A
manager’s inappropriate judg-
ment in this area can attract legal
action both to the manager and
to the organization. The first step
in avoiding problems in this area
is to evaluate practitioners annu-
ally and to take these appraisals
seriously. Practitioners should
never be rated highly if they do
not deserve this rating. To assist
documentation of improvement
or lack of improvement, manag-
ers should outline for each prac-
titioner clear goals for the up-
coming year. Evaluation forms
must be signed by the person
being evaluated. When a practi-
tioner needs counseling, the
manager should document these
discussions and place a copy into
the practitioner’s personal file. If
the manager decides to place a
practitioner on probation either
for performing a job improperly
or for disruptive behavior, the
manager should document—in
writing—areas of concern and
goals to achieve within a speci-
fied timeframe.4:43

A practitioner who is found to
be dishonest, threatening, violent,
refuses to work, or is abusing
drugs on the job should be im-
mediately terminated from em-
ployment. This task should al-
ways be done in a neutral place

in the presence of another physi-
cian who is invited to attend the
discussion. Before the meeting,
the manager should prepare a
formal notice or brief letter
unapologetically stating that the
company no longer requires the
professional services of the prac-
titioner. When the discussion is
finished, the practitioner should
be asked to leave the clinic or
hospital property. If the practitio-
ner threatens to institute legal pro-
ceedings against the manager, the
manager should respond with a
phrase such as “you have to pro-
ceed the way that is best for you.”
Having the terminated practitio-
ner leave the property prevents
an angry employee from inappro-
priately taking valuable informa-
tion or destroying property. Such
behavior would not be expected
of a trained physician.4:46-7

The nuances of solving prob-
lems encountered in practice are
too numerous to be discussed
thoroughly in this paper. None-
theless, some general advice may
suffice for many situations:

• think of what is right and
true;

• practice and cultivate the
science;

• become acquainted with
the art;

• know the principles of the
craft;

• understand the harm and
benefit in everything;

• become aware of what is
not obvious;

• be careful even in small
matters;

• do no useless activity.9

Processes and Advantages
of Developing New Ideas

Developing new ideas helps
every organization gain a dif-
ferential advantage over its com-
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remember that the only barriers
to meeting our goals are self-im-
posed; we should focus not on
the status quo but on the way
things should be.

How to Develop a Career
as a Physician-Manager

Many physician-managers er-
roneously believe that the Medi-
cal Group will construct a ca-
reer path for them. To the con-
trary, job advancement is not
preordained. Although some
physicians are groomed, most
leaders develop skills and make
substantial contributions to the
Medical Group that allow pro-
motion within the corporation.
These contributions are as ben-
eficial to the organization as to
the physician-manager making
the contribution: If all manag-
ers constantly work to improve
a medical group, then that medi-
cal group will easily become
(and remain) a leader in the
health care industry.

As a general rule, therefore,
health care managers must plan
their own career. In business
generally these days, employees
are told not to expect to retire
from the same company they
currently work for, and econo-
mists estimate that the future of
management may involve work-
ing for several companies be-
fore retirement. Most leadership
books agree that promotion
within a company involves fol-
lowing three simple rules.

1. Actively contribute to the
company’s financial—and
other types—of success; if the
company succeeds, you too
will succeed.4:326 Remember
that as one individual, you can-
not do all the work yourself
and must therefore develop
others and encourage team-

work. This strategy often in-
volves hard work, constant
monitoring of the department’s
progress, and much patience.
However, as programs in the
physician-manager’s depart-
ment gain visibility, the physi-
cian-manager too will gain vis-
ibility. My experience as a
manager has taught me, for
example, that because SCPMG
wants to be successful, it iden-
tifies leaders and places them
into positions that will help
them develop the skills neces-
sary for becoming successful
managers. In any given Kaiser
Permanente Region at any
given time, several individuals
are being groomed to become
leaders. Successful leaders
spend a lot of time develop-
ing and mastering the skills
that will help them lead their
departments, medical centers,
or local service areas.

2. Be sure to learn the busi-
ness thoroughly.4:327 Great
leaders understand not only the
internal business environment
but also the external business
environment—in our case, the
health care environment out-
side the Permanente Medical
Groups. To be successful, our
managers need to understand the
threats as well as the opportu-
nities challenging Permanente
Medicine—for example, Internet
companies may be developing
care management programs. Es-
pecially important for SCPMG is
that we know how to measure
our success and must understand
the importance of our history in
making business decisions. This
understanding is crucial if, for
example, we are to develop
ways of integrating represented
employees into our long-term
strategic planning. Leaders in our

medical group also need defini-
tive knowledge of the regulatory
bodies that oversee our Health
Plan, because these regulatory
bodies are crucial in determin-
ing how insured persons view
existing health care models. By
thoroughly learning these as-
pects of the health care indus-
try, health plans that provide
high-quality care can capture
market share and can charge
more for services provided.

3. Have a positive outlook
toward solving problems, and
focus more on solving big prob-
lems than on solving small
ones.4:327 Related personality hab-
its of effective managers include
emotional control, honesty, and
the ability to refrain from com-
plaining. Managers can demon-
strate their effectiveness by try-
ing to resolve for the company a
difficult, longstanding problem
such as inadequate access to
care, low member satisfaction,
and needs for improved care
management. In solving prob-
lems, managers should formulate
contingency plans and should
never write nasty memoranda.

Unfortunately, Permanente
managers sooner or later must
make decisions that may affect
liability of a medical group.
Even though SCPMG has always
had excellent legal counsel, le-
gal procedures such as deposi-
tions can provoke much anxi-
ety. Nonetheless, some simple
guidelines can be helpful. For
example, a manager who fore-
sees being involved in legal pro-

petitors. New ideas help us to use
technologic change to do our job
faster and more efficiently. Ideas
can be generated by listening to
our customers or by observing
our competition (and we should
remember that our competition
is usually watching us).4:255-6 Ex-
amples of new ideas generated
within our Permanente Medical
Groups nationally include devel-
opment of population-based care
management programs (designed
to effectively care for our mem-
bers with chronic disease) and
our hospitalist programs (that
have been shown to improve uti-
lization of hospital resources).

Once generated, an idea must
be developed. Proper planning
prevents both poor performance
and waste of valuable resources.
Managerial skill lies in focusing
not on who generates the idea
but on the idea itself and how it
can best be executed. Some fac-
tors involved in planning a suc-
cessful project include assembling
the right team, developing mea-
surable outcomes of the planning
process, and carefully consider-
ing the resources available to the
team. Leaders should remember
that their departments depend on
them to manage practitioners’
time and money wisely. Manag-
ers can—and should—delegate
responsibility without losing over-
sight of “the big picture.” Project
development also presents an op-
portunity for training others to be
effective managers: They will
learn by the manager’s example.
Moreover, a new project will be
implemented easily if the plan-
ning phase has been well thought
out; in this regard, measurable
outcomes for the project will help
managers demonstrate success to
their peers. As managers in the
health care industry, we should

Great leaders understand
not only the internal

business environment but
also the external business

environment …
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ceedings should prepare for
depositions long before being
summoned by a lawyer. This
preparation is done by docu-
menting discussions with provid-
ers and members. These discus-
sions should always consider
risks, benefits, and alternatives
to any treatment that is the sub-
ject of the legal proceeding. Ap-
propriate answers to deposition
questions include clear affirma-
tive and negative responses (ie,
“yes” and “no”), conditional re-
sponses (ie, “It depends …”), a
range (in response to questions
concerning numeric quantities),
and responses indicating extent
of memory (eg, “I do not remem-
ber”). Managers should always
try to use common sense and to
think before responding. When
in doubt, they should ask for le-
gal advice. They should always
be careful about what they sign,
and they should obtain legal rep-
resentation if the other party has
an attorney.4:315

To Care for Others,
Physician-Managers Must
First Care for Themselves

Our brains help us generate
ideas that help our members, but
our bodies need nutrients to
nourish our brains—and many
physicians are in less-than-opti-
mal physical condition. Fre-
quently, we hear that physicians
die young and that consumers
should therefore think twice be-
fore listening to the advice of
health care practitioners who do
not care for themselves. Whether
or not this admonition is correct,
being in good physical condition
helps physician-managers to
work harder and for longer peri-
ods and provides them the extra
energy needed when working
late in the office.8:11-2

As a leader of other physicians,
you must set an example in this
area, usually by arriving early and
leaving just a little bit late.8:35-6

Physician-managers who arrive
late to work—or who leave for
home early—send the message
that they really do not like their
jobs. Nonetheless, staying in
the office until 10 pm is also
not a sign of an effective leader,
because it sends the message
that the manager either cannot
keep up with the workload or
else has poor quality of per-
sonal life. Leaving 15 minutes
late helps the physician-man-
ager to be available for physi-
cians who may have questions
at the end of the day—and also
allows enough time to arrive
home in time to spend quality
time with family members.

When physician-managers ar-
rive home, they should take
time to listen to their families’
needs and stop thinking of
work. As we see with many of
our patients, not spending time
with our families early in our
careers creates problems later
in life that affect our ability to
be fully effective as physician-
managers; giving our families
first priority will also help bring
us success as physician-manag-
ers.8:138-9 In addition, failing to
take our earned vacations pre-
vents our departments from
learning how to function in our
absence; future departmental
leaders must experience first-
hand the challenges we face ev-
ery day. Taking vacations can
also strengthen our careers by
giving us the opportunity to
meet people who may some-
day be helpful to us profession-
ally or personally. In addition,
vacations may even give us an
opportunity to observe the way

other businesses (even hotels
and cruise ships) provide ex-
cellent service.8:57-8

Conclusion

We know what we are but
not what we may be.

— Hamlet, Act 4, Scene 5
All difficulties are but easy
when they are known.

— Measure for Measure, Act 4,
Scene 2
William Shakespeare

This review of some basic
business skills may help physi-
cians to become more efficient
managers as well as more effi-
cient physicians. Being a man-
ager is not necessarily fun and is
often a thankless job; criticism
can far outweigh praise. So why
invest the time to become a good
manager? Because we want to
do what is best for patients—and
because the success of
Permanente Medicine depends
on our effectiveness in develop-
ing future leaders.

As managers, we have the op-
portunity to develop new pro-
grams that will benefit many
members. For example,
SCPMG’s work on care manage-
ment programs for asthma will
improve the care we provide to
more than 100,000 asthmatic
members. (If I saw 5000 patients
per year in my office, I would
need more than 20 years to
reach that many people!) Suc-
cessful care management pro-
grams as well as successful hos-
pital and clinics programs re-
quire managers who have daily
contact with Health Plan mem-
bers and who interact effectively
with other health care practitio-
ners as well as with the mem-
bers we serve. ❖

a Associate Medical Director and

Physician Manager of Operations,

Southern California Permanente

Medical Group Regional

Administration, Pasadena, CA.
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