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What are the organizational characteristics 
and activities we should expect to see in
Accountable Care Organizations?

The Question



The  Insight

Physicians need hospitals; hospitals 
need physicians. And, most of all, 
patients need their providers to work 
together.

Denis Cortese and Robert Smoldt
CEO and CAO Mayo Clinic
“Taking Steps Toward Integration,”
Health Affairs, 2007

Presenter
Presentation Notes
There is a significant and growing need for greater collaboration among health care providers to improve quality and efficiency
Persistent fragmentation contributes to gaps in quality and efficiency that adversely impact providers and their patients.
The time is ripe for hospitals and physicians to create a new clinical enterprise that is built around alignment and commitment to care that is safe, timely, effective, efficient, equitable, and patient-centered.
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Models of Accountable Care  
Organizations

• Merge physician practices into larger physician 
organizations and/or hospital systems

• Clinically integrate in ways that allow physician 
practices to work together in ways that enable 
them to reap many of the benefits of practicing 
as part of a larger group or in a hospital system

Source
Casalino LP, “The Federal Trade Commission,
Clinical Integration, and the Organization of Physician Practice,”
J Health Politics, Policy & Law, 2006;31(3):569-85
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Presentation Notes
One approach that some physicians and hospitals have taken to improve their efficiency and quality is to merge their practices into much larger physician organizations or to be acquired by hospitals or other entities.

Another approach that could be attractive to the large number of physicians who wish to remain in small practices is to “clinically integrate” so that they can remain independent, but can work together in ways that enable them to reap many of the benefits of practicing as part of a larger group or in a hospital system.



Clinical Integration

• Involves providers working together in an 
interdependent fashion so that they can …
– Pool infrastructure and resources
– Develop, implement, monitor protocols, “best 

practices,” and various other organized processes
– Be accountable and rewarded for the quality and cost 

of care provided
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Clinical integration involves providers working together in an interdependent fashion so that they can pool infrastructure and resources, and develop, implement, and monitor protocols, “best practices,” and various other organized processes that can enable them to furnish higher quality of care in a more efficient manner than they could achieve working independently.




Potential Benefits of Clinical 
Integration

• Foster collaboration to 
improve quality of care

• Improve quality and 
efficiency for independent 
providers

• Enable providers to 
perform well in Pay-for-
Performance and other 
public reporting initiatives

• Form provider 
organizations responsible 
for an entire episode of 
care or population of 
patients

• Provide a vehicle for a 
hospital to work more 
closely with members of 
its medical staff

• Provide the means 
whereby providers can 
obtain greater 
reimbursement to cover 
the added costs of their 
efforts and which 
recognize the increased 
value of the services they 
offer



No single approach to CI will fit all hospitals and 
physicians. Each effort will need to be carefully tailored to 
meet the needs and circumstances of the providers 
involved. 

One proposed version of an Accountable Care 
Organization that could achieve clinical integration is the 
Extended Hospital Medical Staff.

Source
Fisher ES, DO Staiger, JPW Bynum, and DJ Gottlib, Creating Accountable 
Care Organizations: The Extended Hospital Medical Staff, Health Affairs, 2006, 
web exclusive (December 5), DOI 10.1377/hlthaff.26.1.w44

The Extended Hospital Medical Staff
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There is, of course, no single approach that will fit all CI programs. Each effort will need to be carefully tailored to meet the needs and circumstances of the providers involved. Hospitals vary with respect to the extent to which they have historically collaborated with their medical staffs, the interest of PCPs and specialists on the staff in joining a CI program, the size and sophistication of the physician groups, the amount of available IT and infrastructure already in place, access to claims data, the availability of knowledgeable physicians, nurses and other professionals who can take a lead in developing organizational processes, and a host of other factors.

One proposed version of an Accountable Care Organization that could achieve clinical integration is the Extended Hospital Medical Staff.

Fisher ES, DO Staiger, JPW Bynum, and DJ Gottlib, “Creating Accountable Care Organizations: The Extended Hospital Medical Staff,” Health Affairs, 2006, web exclusive (December 5), DOI 10.1377/hlthaff.26.1.w44




ACO Key Characteristics and 
Activities
• Establish and articulate goals for the CI program
• Determine the CI program’s clinical approach 

and participants
• Develop mechanisms to monitor and control 

utilization of health care services and enhance 
quality and efficiency

• Develop an infrastructure

Presenter
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Experience and research suggest that successful Clinical Integration Programs in Accountable Care Organizations will address four key issues:
1.	Establish and articulate goals for the CI program
2.	Determine the CI program’s clinical approach and 	participants
3.	Develop mechanisms to monitor and control utilization of 	health care services and enhance quality and efficiency
4.	Develop an infrastructure.




Establish Goals for the CI Program;
Possible Goals Include

• Improving quality and 
consistency of care

• Reducing costs and 
increasing efficiency

• Speeding adoption and 
common use of EMRs 
and other IT

• Cost sharing for such 
improvements

• Insuring flow of patients 
to hospital

• Reducing cost and 
burden of complying with 
health plan requirements 
such as pre-certification 
and utilization review

• Access to expertise, data 
and experience in 
negotiating contracts

• Enhanced reimbursement 
for providing higher 
quality care and/or for 
controlling the overall 
cost of care
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The program should also carefully consider why collaboration is necessary to achieve goals and why goals are more likely to be achieved through collaboration than through individual efforts. Some of the clinical goals may be similar to those that some selected individual providers might be able to achieve on their own. However, the CI program should hold the potential that more providers will achieve these goals, or achieve them more consistently or efficiently, than would be the case absent the joint effort.
Through the CI program, the providers will attempt to furnish higher quality of care and/or reduce the overall cost of care. The overall cost of care is a function of both the price and the volume of care. The CI program can reduce the volume of care provided by keeping patients healthy, by reducing medical errors, and by minimizing the the amount of inappropriate care given. Thus, higher fee schedules might not mean higher quality-adjusted prices for delivered health care. Moreover, integration efforts are expensive, and experience shows that they will not be implemented without corresponding incentives. Thus it is entirely reasonable for providers, when embarking on a clinical integration effort to assume that they will need to negotiate together, and that such negotiations will result in higher fee schedules. On the other hand, providers should not view clinical integration simply as a means to justify joint negotiations that will enable them to raise prices.
Carefully considering and documenting the CI program’s goals are important for two reasons. First, it ensures that there is a common understanding of the purposes of the endeavor, and therefore a secure foundation can be laid for further planning and implementation. Second it helps to document the intention of the parties in the event of a subsequent antitrust review.




Determine the ACO’s Approach to
Clinical Integration

• Determine what clinical conditions to cover and establish 
clinical protocols and other organized processes for 
improving care
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Determine what clinical conditions to cover and establishing clinical protocols and other organized processes for improving care.

Many CI programs are organized around a set of clinical protocols that are intended to establish “best practices” for treating or diagnosing a range of clinical conditions. Clinical protocols selected for use by providers can be “home grown” to reflect current local practice patterns, experience, and needs, or built on evidence-based medicine and recommendations in the published literature.




Determine the ACO’s Approach to
Clinical Integration
• Implement other processes and interventions designed to improve quality and 

efficiency
– Credentialing and re-credentialing
– Creation of disease registries
– Use disease registries and other data to provide reminders for physicians 

and patients
– Programs to remind healthy patients about preventive care for which they 

are due (e.g., mammograms, Pap smears, colon cancer screening)
– Nurse care management for patients with serious chronic illness
– Patient education programs
– Facilitation of EMR acquisition and of electronic communication among 

physician offices and between physicians and hospitals
– Programs to work with physician’s office staff to address questions and 

issues regarding payer requirements such as pre-certification and 
utilization review

– Supply chain management, including greater standardization of 
equipment, devices, prostheses, etc.
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The identification of clinical protocols is only the first step. In addition, a CI program will need to identify an array of processes and interventions designed to improve quality and efficiency; some of these might be related to the conditions covered by the protocols, while others could span a broad range of clinical conditions or a physician’s entire practice. They might include, for example:

Credentialing and re-credentialing
Creation of disease registries
Use disease registries and other data to provide reminders for physicians and patients
Programs to remind healthy patients about preventive care for which they are due (e.g., mammograms, Pap smears, colon cancer screening)
Nurse care management for patients with serious chronic illness
Patient education programs
Facilitation of EMR acquisition and of electronic communication among physician offices and between physicians and hospitals
Programs to work with physician’s office staff to address questions and issues regarding payer requirements such as pre-certification and utilization review
Supply chain management, including greater standardization of equipment, devices, prostheses, etc.




Determine which providers will be 
included in the ACO

• Initially permissive selection criteria
• Later tightening of standards
• Maintain a broad range of physician services 

and specialties

Presenter
Presentation Notes
At the outset, an ACO may need to employ relatively permissive selection criteria to ensure a full panel of providers. At the outset, the ACO may lack the necessary data to assess provider performance adequately, and substantial time and experience may be needed to gather and analyze the data to make rational and objective participation decisions.
Moreover, the refusal to admit a provider to a network, particularly if it is a successful network, can be controversial. The expulsion of an existing member is likely to be even more difficult. Therefore, some CI programs may have relatively relaxed participation criteria, at least in the beginning, but implement rigorous enforcement mechanisms to ensure that their members adhere to their standards, and gradually adopt more stringent participation requirements as they gain additional experience.
Most ACOs will want to encompass a broad range of physician services ands specialties so that they can maximize the efficiencies that arise from the shared infrastructure and organized processes. A broad panel helps to assure that a wide range of clinical conditions can be handled, and patients can be certain that they will receive consistent care as suggested by the CI program’s initiative, even if they are referred across a wide range specialists. The demands and impact of a CI program may vary across specialities. But, to be viewed as active participants of a CI program, each physician should be subject to at leaqst some of the initiatives and organized processes, with the expectation that they will be involved in an expanding number over time.



Determine which providers will be 
included in the ACO

• Exclusivity?
– assures the greatest commitment of the providers to 

the CI program 
– increases potential antitrust concerns  
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There are both potential benefits and concerns from the exclusivity provisions whereby providers are available to payers only through a CI program.

Exclusivity assures the greatest commitment of the providers to the CI program and guards against free-riding by health plans, which may benefit from the enhanced efficiencies of the providers without having to pay for them.

On the other hand, exclusivity, increases potential antitrust concerns because the participating providers are only available through the ACO and the CI program. Such concerns, however, should be minimal where the CI program’s market share is so low (for example, 20% or less) that it cannot plausibly have market power. If the ACO plans to operate on an exclusive basis, particularly if its market share in any specialty will arguably exceed 20-30 %, it still may be legal, but it raises some difficult questions that need to be addressed on a case-by-case basis.

Most CI programs are likely to be non-exclusive at the outset for practical reasons p- they are unlikely to have enough physician members without contracting with payers outside the CI program.




Develop Mechanisms to Monitor and Control 
Utilization of Services and Enhance Quality and 
Efficiency

• Feedback on how their performance has changed over 
time, how it compares to other providers in the CI 
program, or how it compares to external benchmarks 
such as national or regional norms

• Peer-to-peer counseling: having a medical director or 
other physicians in the program review the data with 
physicians who do not meet expectations

• Financial incentives to encourage improved performance 
• Tools and processes that help physicians improve the 

quality on a more efficient basis
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A key component of most CI programs will be the gathering and monitoring of data regarding physician performance. Feedback can be provided in “report card” that furnish useful comparative performance data. Such feedback, by itself, can often be very valuable in changing physician behavior. For example, merely learning that they are “outliers” on certain measurements compared to colleagues who treat similar patients under similar circumstances can cause clinicians to seriously reconsider their practice patterns (Jamtvedt, et al., “Audit and Feedback on Professional Practice and Health Care Outcomes,” Cochrane Database of Systematic Reviews, 2003;3:CD000259).
Peer-to-peer counseling – having a medical director or other physicians in the program review the data with physicians who do not meet expectations can be a powerful approach. It is also one that is not typically available to health plans, which may wish to achieve the same results, but do not have the local connections with, or often the same level of trust, of their participating physicians.
CI programs may also provide financial incentives to encourage improved performance. Performance may be measured on an individual level, on the level of a medical group within the organization, or the level of the entire organization (or some combination of these).
A CI program can also go beyond monitoring performance, by providing tools and processes that help physicians improve the quality on a more efficient basis. For example, a CI program could send reminders and educational information to all women who should have yearly mammograms, but who have not had one in the last 18 months, or to diabetics who have not had a retinal exam in the past 18 months. The CI program has economies of scale to do this and can improve screening rates without the need for physicians to “try harder” to remember to tell patients to do them.




Develop an Infrastructure

• Paid professional staff, including clinical and 
information systems personnel

• Medical director, ideally full time, but perhaps 
part-time for smaller organizations

• Full- or part-time nurse care managers to help 
coordinate the education and care of patients

• Nurses and other professional staff who can 
review medical records, collect and analyze 
data, and interact with physicians and their 
professional staff
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A successful CI program will require a substantial investment of both time and money. The most significant expenditures will probably be for a paid professional staff, including clinical and information systems personnel. Most CI programs find it is important to have a medical director, ideally full time, but perhaps part-time for smaller organizations. Similarly, full- or part-time nurse care managers to help coordinate the education and care of patients with severe chronic illnesses also may be important. In addition, CI programs in ACOs may have nurses and other professional staff who can review medical records, collect and analyze data, and interact with physicians and their professional staff.




Develop an Infrastructure

• Information system infrastructure, including both 
hardware and software

• Provider time for participation in working with 
ACO’s staff and to develop understanding and 
support

• Space for office, equipment, etc.
• Paid leadership
• Communication, Communication, Communication
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Another significant item will be the development of an information system infrastructure, including both hardware and software, as well as hiring staff to implement the system on an ongoing basis, and educating providers and their staffs in the use of the information systems.

Also important will be the investment of time and cooperation by the providers. For example, physicians will need to work on quality improvement committees that might be expected to meet on a regular basis; some of these physicians might volunteer their time, while in other situations they might be paid.

It can be very difficult to change provider behavior practice patterns, and changes will not result from simply adopting a set of clinical guidelines and state-of-the-art IT. Rather the CI program must obtain provider cooperation, which can be achieved only through providers working together and with the organization’s staff, so that they can understand and support the CI program’s goals.

In CI programs involving both hospitals and physicians, a large majority of the costs of the collaboration are likely to be borne by the hospitals, at least in the early years of the organization’s existence. Hospitals often have more ready access to significant financial resources, and may already be employing staff and creating IT infrastructure that can be adapted to the CI program.




Now, you have an
Accountable Care Organization!
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