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About The Pacific Business Group 

on Health (PBGH)

• The Pacific Business Group on Health helps purchasers 

improve the quality of health care and limit health care 

cost increases.

• Our 50 members spend 12 billion dollars annually to 

provide health care coverage to more than three million 

employees, retirees and dependents in California alone.



Pacific Business Group on Health Members
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Today’s Agenda

• Purchasers’ questions and concerns, post health 

reform

• Four purchaser strategies to come out ahead, 

with some examples from leading purchasers

• A value-based public policy agenda, and our 

work ahead



Purchaser concerns

• Health reform will not moderate costs

• Quality of care only fair, extremely variable, with little transparency

• Cost of care unrelated to value

• Delivery systems and plans show little motivation to seek efficiencies, 

improve quality

• Current tools – HMOs, P4P, quality measurement – having little impact

• Market trends are unfavorable – consolidation of plans, consolidation of 

provider systems, pricing patterns

• Little willingness to expand cost-sharing

• Hoping for plans to do the right thing has faded

• Hoping that managed care principles will lead to cost stabilization has faded

• Time for fundamental re-evaluation



Re-evaluation:

1. Is it time to plan an ‘exit’ from the employer-

sponsored benefits function?

2. Can we work directly with innovative provider 

systems?

3. Can we influence consumer behavior enough 

to change health system behavior?



Dynamic Environment



Four Strategies

• Expand performance information systems to 

specialty care and to sickest patients

• Adopt provider payment methods that align 

incentives and reinforce accountability

• Modify benefits and incentives to motivate 

consumer behavior changes

• Aggregate and standardize data for physician, 

site & care system accountability



1. Expand performance information 

systems to specialty care and to 

sickest patients
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PBGH uses of the Outcomes 

Improvement Dashboard
Consumer 
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Orthopedics Yes/PERS Pending No Yes Yes Pending

Cardiology Yes Partial Yes Yes Pending Yes

Maternity No No No Yes No Pending

AICU Pending Yes Yes No No No



The Boeing approach

• AICU: Personalized care for complex 

patients

“Patients incur 15–20 percent less total 

health care spending per year than

patients treated by regional peers, without 

evidence of reduced quality…”



2. Adopt provider payment 

methods that align incentives and 

reinforce accountability
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CPR: Supporting Coordinated 

Purchaser Action

• National Scorecard on 
Payment     

Measure progress and 
impact

• Focused Advocacy 

Inform policy 

Public-private alignment

Purchaser Toolkit

• Principles & Framework
• Market Assessment
• Action Briefs
• Sourcing Tools

Plus . . .



3. Modify benefits and incentives to 

motivate consumer 

behavior changes



The CalPERS approach

• Value Based Purchasing Design, in partnership 

with Anthem Blue Cross.

• a payment threshold for elective procedures; 

member can choose a provider that offers 

services within an appropriate cost range. 



Applying the concept to hip/knee 

replacements

• Price varies from $15,000 to $110,000 

(commercial PPO population)

• Anthem Blue Cross and CalPERS have 

established a threshold of $30,000 – reference 

price – for a standard inpatient hip/knee 

replacement procedure.



Cost to the member



The Safeway approach

Wellness meets consumer directed 

health care





4. Aggregate and standardize data 

for physician, site & care system 

accountability



Real Savings from Physicians who are 

High Quality and Efficient: 5% to 16%



California Physician Performance 

Initiative



Blue Shield’s Physician Blue Ribbon 

Program



Support a public policy agenda that 

promotes Value
• Health Information Technology

– Quality measurement infrastructure

– Health information exchange

– Meaningful use: efficiency, patient engagement, care coordination

• Quality measurement

– NQF standards

– Meaningful use

– Physician compare and similar reporting platforms

• Payment reform

– CMS payment changes:  value-based payment modifier, etc

– Innovation center:  medical home, ACO, episode payments

• Other key value-promoting policies 

– Anti-trust and safe harbors

– Insurance exchanges

– Comparative effectiveness research



PBGH’s Work Ahead

• Influence policy and implementation of 

reform

• Support members with key reform issues

• Test examples of high-performance 

delivery systems and provide evidence for 

value-focused strategies

• Implement payment reform and benefit 

design strategies


