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Objectives

1 Describe impact of ACO on Family 

Medicine

2) Elaborate on the role of AAFP 

members in the payment & delivery 

models pertinent to Family Medicine

3) Evaluate the ACO in the context of 

health care reform, Patient Centered 

Medical Home and impact on Family 

Medicine.



• Accountable Care Organizations (ACO)

• Feds

– Center for Medicare & Medicaid 

Services (CMS)

– Health & Human Services (HHS)

• Patient Centered Medical Home 

(PCMH)

• Per-member-per-month payment 

(PMPM) or per-patient-per-month

• Fee-for-Service (FFS)

Abbreviations
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President Obama signs Affordable Care Act 

(ACA)  3/2010
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• Control health care costs 

– This was #1 priority for many

– Question has been how best to do 

this

• Expand health insurance coverage

• Improve health

Push for ACA
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• Community-based care funds 

grants

• Programs to keep patients at home

• Initiates payment reforms and 

pilots for PCMH,

• ACO’s and bundled payment 

models                 

Incentives from ACA
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• Attempts to shift delivery from 

volume to value

– Away from FFS

• Capitation

• Shared savings

• Bundled 

Budget-Based Payment
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• Prospective global payment

• Risk falls to provider

– FFS risk is with payer

• Payment for patient includes:

– Complications

– Utilization extremes

• Managed Care is example

Capitation
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• Bundled payment synonym 

(sometimes)

• Payment is bundled= single 

payment

• Specific condition

• All setting

• Provider has all the risk but less 

exposure due to limited time

Episode-Based
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What is an ACO?

• Takes concept of PCMH 

“neighborhood” 

• PCMH are foundational to success

• Assume responsibility for defined 

population

• Financial risk and savings 

issues 

– Must understand risk adjustment
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Why the push for ACO?

• Attempt to move to new model

• Away from traditional fee-for-

service

• Control costs

• Achieve quality markers



PCMH Neighborhood

• PCMH primary care based

• Expanded with: 

– Subspecialists

– Mental Health

– Support services

– +/- hospital



ACO Payment Structures

• Medicare contracts

• Medicaid (dual eligible)

• Private insurance contracts

• Degree of provider integration 

predictor of ACO formation

– Integrated hospital systems and 

larger PC groups increased ACOs.

Health Affairs. Oct 1013



Types of Payment Structures

• Shared savings

– FFS is basis

• Capitation 

• Bundled/ DRG

• Pay for Performance

– Bonus or increased differential on top 

of FFS 



Shared Savings Options

• Upside or both upside & downside

– Retrospective adjustments to 

payments based on cost and quality 

– 2 sided= provider repays if cost 

overruns but gets share of savings if 

costs are less than predicted

– 1 sided= shares in savings if any, but 

less $$ than 2 sided formulas since 

there is less risk



Payment Issues

• Risk of penalties if miss savings 

targets

• Acuity of patients

• 3 year baseline formula for 

spending target

• Have to calculate the start-up cost

– Staff support, IT



Quality measures- CMS

• 33 NQF measures in 4 areas:

1. Care coordination and patient 

safety

2. Preventive care

3. Patient experience 

4. Care for at risk populations



Quality Markers

• HEDIS measures

• Inpatient hospitalization & readmissions

– Usually ambulatory care-sensitive (CV, DM)

• Patient satisfaction

– May not be indicative of either quality of care or 

predictive of cost expenditures or savings

Fenton JJ, Jerant AF, Bertakis KD, et al. The cost of satisfaction: a 

national study of patient satisfaction, health care utilization, 

expenditures, and mortality. Arch Intern Med

2012;172:405–11.



Medicare Program

• 366 ACOs after 4 rounds of 

Medicare Shared Saving Programs 

(MSSP) contracts

• 606 including public & private 

ACOs

• Minimum of 5,000 beneficiaries

• 3 year commitment

• Adhere to same basic coverage as 

set in ACA rules



ACO Penetration

http://healthaffairs.org/blog/wp-content/uploads/Muhlestein-Chart-6.gif


ACO in NM

• Accountable Care Coalition of New 

Mexico, LLC

• GPIPA ACO

• Presbyterian Healthcare Services



ACO Structure Options

• Physician led/owned- predominant

• Hospital system

• Non-profit community organization

• Practice management companies





Physician Leadership in ACOs

• 51% physician led, 33% physician + 
hospital

• 78% majority on governing boards

• 40% physician owned

First National Survey Of ACOs Finds That Physicians Are Playing Strong Leadership And 
Ownership Roles

Health Affairs June 2014



Physician Led ACO Examples

• Wilmington Health, NC

– Medicare Shared Savings

– BCBS



ACO impact for FM

• Opportunity for income but also for 

financial risk depending on structure

• Need to determine how savings are 

shared- Who gets what cut of the pie

• Very difficult (impossible) for solo 

without other integration but doesn’t 

require hospital centric platform, just 

more common



ACO Implications for Patients

• Attempts to balance cost savings 

with quality & patient outcomes

– Reaction to prior managed care & 

incentive to withhold care to control 

costs

• Emphasis on integration of care, 

communication, prevention

– Most realize cornerstone is adequate 

network of primary care



Vulnerable Populations

• High- risk clinical populations

– CHF, DM, mental health issues, etc

• High-risk social populations

– Poverty, illiteracy, etc

• Opportunity to target interventions 

with greatest reward either in cost 

savings (decreased ER/hospital $) 

or increased quality



Cautions & Challenges

• Defined patient population-

“attribution”

• Management of “drift” outside 

network

– Penalties to pts for this?

• Data is mandatory

“big data” but also actionable

patient level

• Support to act on this data



Data

• Attribution of patients

– Prospective vs performance year 

methods

• Track by population and by 

individual and their provider group

• Requires current claims data-

Medicare, Medicaid, private 

insurance



Patient Engagement

• Critical component for ACO and 

any intervention

• Yet this is elusive



Summary

• ACO likely to propagate further

• Resources available to evaluate 

plan to determine if wise move:
– cms.gov/Medicare/Medicare-Fee-for-Service-

Payment/sharedsavingsprogram/index.html

– AMA, AAFP, Most state medical societies

– Health Affairs, Commonwealth Fund, Kaiser 

Permanente Foundation



Resources


