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our brutal reality 
 in the past decade, California HMO rates have 

increased on average 11% per year 

 

 if we manage to reduce that trend to 8% in the next 

decade, prices will double by 2020. . . 

 

 . . . and our Access +HMO family rate for CalPERS 

members will be nearly $39,000 per year  

 

 we believe this will not happen: either the private 

sector will solve this issue or it will be solved for us 

 



current path unsustainable 
delivery system works in silos 

 current delivery system creates 
health plan, hospital and 
medical group silos that do not 
work together to control cost 
and offer optimal patient care 

sustainable approach for 
reducing costs & improving 
care 
provider costs are increasing 

and reducing the unit cost is not 
a long term sustainable 
approach for reducing costs 
and improving care 

provider reimbursement 

 fee for service provider 

reimbursement rewards more 

utilization and provides limited or no 

recognition for quality or efficiency 

incentives do not promote long-

term, system wide approach 
 current health plan and employer incentives generally 

impact one component of healthcare delivery and do 
not reinforce a long-term, system wide approach 

 benefit changes impact member cost and behavior, 

but do not address the lack of efficiency between 

providers and the health plan 

 health plan incentives do not generally benefit hospitals 

for being more efficient 

 disease management and wellness programs are not 

well integrated into the delivery system 



so how are we changing the model? 

  develop an integrated delivery 

model 

 provide coordinated care 

 improve quality 

outcomes 

 drive out cost 

 

aligned incentives:  each partner contributes to cost savings and is at financial risk for 

any variance from targeted cost reduction goals 

network integrated delivery model 

Hospital Blue Shield of 

California 
Medical Group 

clinical best practices 

data integration 

metrics and reporting 

integrated processes 



Early success garnering national 

attention 

     “A rare alliance of healthcare rivals — a giant 

insurance company, a major hospital chain and a 

large doctors group — has managed to reduce 

healthcare costs through a radical new strategy”  

   “This program is on our radar screen as one 

of the best examples of patient care in the 

country, and the kind of care that people 

elsewhere hope to enjoy in the future.”  

   “The renegade Blue Shield, Catholic Healthcare West, 

and Hill Physicians ACO is building on its success: 

Starting July 1, it will cover Blue Shield’s San Francisco 

city and county employees plan.”  

U.S. Secretary of 

Health and Human 

Services           

Kathleen Sebelius 

   “One of the nation's most intriguing ACO pilot projects, 

in the Sacramento area, links several of the Bay Area's 

key health care players in a virtual, risk-sharing 

arrangement, including Blue Shield of California” 



expanding into San Francisco 

 Approximately 46,000 City and County of San Francisco 

(CCSF) enrollees with Blue Shield 

 

 Spiraling costs making health care unaffordable, increased 

migration to Kaiser 

 

 Two active ACOs implemented on behalf of CCSF covering 

25,000 members 

 Hill/UCSF/Dignity 

 Brown & Toland/California Pacific Medical Center 

 

 Went “live” July 2011 – first year results nearly complete 

 

 



 

• limited electronic connectivity 

based on existing, individually-

operated, IT infrastructure 

 

• legal and regulatory barriers  

make data sharing difficult 

 

• lack of centralized management 

can lead to slower consensus 

decision-making 

 

Understanding our challenges: it’s all about 
the information exchange… 


