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Introducing Dennis Horrigan

Presenter
Presentation Notes
Niamh: My name is Niamh Lennox-Chhugani and I lead Optimity Advisors NHS and Local Government work. I am delighted to welcome today, Dennis Horrigan. Dennis is an Optimity Advisors Special Advisor in the US and is going to share his years of experience as the CEO of a successful Accountable Care Organisation in the US. Welcome Dennis.



What is an ACO?

Presenter
Presentation Notes
Niamh: Dennis, for those of our non-US listeners, can you tell us very briefly what accountable care organisations are and why are they seen as an answer to some of the challgens facing healthcare in the US.



Accountable Care Organizations (ACOs) are groups of health care providers (primary, specialist, and 
acute physician practices*) that work together collaboratively and accept collective accountability for 
the cost and quality of care delivered to a population of patients.

What Is An ACO?
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Accountable Care 
Organization:

Group of physicians 
with at least 5,000 
patients attributed 

to PCPs 

The organization works 
collectively to coordinate care 

with other specialists and 
physicians, community resources, 

affiliated hospitals.

*While any of these physicians can participate in an ACO, the ACO must be built on a 
population of PCPs with a total attributed patient population of at least 5,000 patients.  



The initial healthcare cost benchmarks for the ACO are based on the patient population that is 
attributed to the participating PCPs. Through increased care management, inter-provider 
communication, and patient engagement, the ACO can generate savings against that benchmark, 
which are shared with CMS and the physician practices. 

ACO in a Nutshell
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Attributed Patients

Providers

An ACO develops financial relationships with payers and its participating providers to provide financial 
support for care management services and physician practice infrastructure and process investments. 
These financial arrangements support higher quality care at lower costs. 

Patient Attribution in an ACO
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ACO

Primary, Specialty, Acute

Care Management Service Fee

Practice 
Investments

Claims 
Expense (FFS)

Co-Pays, Deductibles

Premiums

Payers 
(Private and Government)

Patients are attributed 
to the Primary Care or 

Specialist Physician 
who provides the most 

services for them. 

When these Primary 
Care and Specialist 
physicians join the 

ACO, their attributed 
patients make up the 

ACO patient 
population.



Attributed Patients

Providers

An ACO develops financial relationships with payers and its participating providers to provide financial 
support for care management services and physician practice infrastructure and process investments. 
These financial arrangements support higher quality care at lower costs. 

Cost Benchmarking in an ACO
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ACO

Primary, Specialty, Acute

Care Management Service Fee

Practice 
Investments

Claims 
Expense (FFS)

Co-Pays, Deductibles

Premiums

Payers 
(Private and Government) Total costs are benchmarked 

based on historical claims 
expenses for the attributed 

patient population. 



Attributed Patients

Providers

An ACO develops financial relationships with payers and its participating providers to provide financial 
support for care management services and physician practice infrastructure and process investments. 
These financial arrangements support higher quality care at lower costs. 

Care Interventions in an ACO
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ACO

Primary, Specialty, Acute

Care Management 
Service Fee

Practice 
Investments

Claims 
Expense (FFS)

Co-Pays, Deductibles

Premiums

Payers 
(Private and Government) Payers and the ACO organization 

support physicians through 
financial and infrastructural 

investments to help with care 
management, transitions in care, 
and reducing the overall cost of 

claims expense.



Attributed Patients

Providers

An ACO develops financial relationships with payers and its participating providers to provide financial 
support for care management services and physician practice infrastructure and process investments. 
These financial arrangements support higher quality care at lower costs. 

Shared Savings for an ACO 
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ACO

Primary, Specialty, Acute

Care Management Service Fee

Shared Savings

Shared Savings 
(% dictated by 
organization)

Practice 
Investments

Co-Pays, Deductibles

Premiums

Payers 
(Private and Government)

This decrease in claims expenses 
leads to savings that will be split 

among the stakeholders. 

Any shared savings are split among 
the payers, the overall accountable 

care organization, and the 
participating providers. 

In order for the ACO and providers 
to earn a share of the savings, they 

also must meet benchmarks for 
quality metrics.

Claims 
Expense (FFS)



Currently, there are three major operating ACO models. Recently, CMS announced a new ACO Model, 
The “Next Generation” ACO Model, that will allow organizations to assume more risk and keep more of 
their savings.  

ACO Models
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First 
Performance 

Period
# ACOs Overview

Shared Savings 
ACO Model 2012 404

The Shared Savings ACO model allows provider organizations to continue to be paid through a 
FFS model, but makes those involved in an ACO model also eligible for shared savings payments 
if they meet specific performance standards. 

Pioneer ACO 
Model 2012 9

The Pioneer ACO model was designed specifically for organizations that already had experience 
with care coordination programs. This model goes a step beyond the shared savings model and 
includes shared risk. CMS is no longer accepting applications.

Advanced 
Payment ACO 
Model 

This model 
concluded in 
2015

2012 35

The Advanced Payment ACO model is designed for organizations that have limited access to 
capital and resources to invest in infrastructure (particularly those found in rurual areas). 
Participating ACOs receive three kinds of payments:
• Upfront, fixed payment
• Upfront, variable payment
• Varying monthly payment

NEW: Next 
Generation 
ACO Model 2016 18

The Next Generation ACO model is a newer version of the Shared Savings ACO model. The ACOs 
are still paid through a FFS model, but offers financial arrangements with larger savings in 
exchange for taking on additional down-side risk opportunities. These organizations are also 
measured on their ability to lower costs while increasing the quality of care and are measured on 
the 33 individual quality measures. 

Presenter
Presentation Notes
Year they were started, order by start date, number of participants 



Growth of the ACO Market

Presenter
Presentation Notes
Niamh: What progress has the provider market made in moving towards the accountable care model over all over the last 5 years?



As of Q1 2015, there are now 744 public and private ACOs, with a large number of the ACOs 
participating in contracts with multiple payers.

Growth in ACO Contracts 
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64 70 72 84
174 219

322 336
447 458 472 490

621 633 647 657
744

Q1 2011 Q1 2012 Q1 2013 Q1 2014 Q1 2015

Total Number of ACOs

2011 2015

1 payer 
contract

1 payer 
contract

>1 payer 
contracts

>2 payer 
contracts

>1 payer 
contracts The early successes of the original 

ACOs allowed them to expand their 
coverage to additional populations.  

Source: Growth And Dispersion of Accountable Care Organizations in 2015, Health Affairs Blog



Currently, all 50 US states and territories have at least one ACO.  

Current ACO Market
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Although some states have a high number of ACOs, still a relatively small proportion of their 
population is covered by these ACOs, as is the case in Texas, California, New York, and 

Florida. 

Number of ACOs by State
January 2015

Estimated Percentage of Population 
Covered by an ACO

January 2015

Source: Growth And Dispersion of Accountable Care Organizations in 2015, Health Affairs Blog



Research suggests that by 2020, 72 million lives will be covered by ACO models. This aligns with the 
HHS’s goal of having at least 50% of the population covered by an alternative payment model by 2018. 

Future ACO Growth
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While 23.5 million lives are covered, only 7.8 
million are in a Medicare (Government 

Payer) ACO, illustrating an increased 
popularity in Commercial (Private Payer) ACO 

models.  

Presenter
Presentation Notes
Niamh: So given the lofty ambitions, how successful have the ACOs been over the last 5 years in achieving the aims they set out to?



What Have We Accomplished?
Impact on Cost and Quality Outcomes
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The total savings attributed to government increased from 2013 to 2014, a result of the ACOs’ 
decreased spending. While the financial results demonstrate that ACOs with more experience in the 
program were more likely to generate shared savings, all types of ACO models contributed to the total 
savings achieved. 

Financial Improvement
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$383 mill
2013

$465 mill
2014

From 2013 to 2014, the Federal government 
saw an increase in net savings due to cost and 

quality improvements from ACOs. 

Source: Medicare ACOs Provide Improved Care While Slowing Cost Growth in 2014, CMS 

2.1% increase in savings



Both Pioneer and MSSP ACO Models saw improvement in their quality of care in 2014, but 
demonstrated strengths in different quality metrics. 

Quality Improvements
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Source: Medicare ACOs Provide Improved Care While Slowing Cost Growth in 2014, CMS 

28 of 33 
Quality Metrics 

Achieved

27 of 33 
Quality Metrics 

Achieved

Pioneer ACO ModelsMSSP ACO Models

Strongest Improvement In:
• Patient’s Rating of Clinician Communication
• Beneficiary’s Rating of Their Doctor
• Screening for Tobacco Cessation
• Screening for High BP
• Qualification for EHR Incentive

Strongest Improvement In:
• Medical Reconciliation
• Screening for Depression and Follow-Up Plan
• Qualification for HER Incentive



Clinical Integration in the US and 
UK Markets

Presenter
Presentation Notes
Niamh: what do you see as the parallels between the UK and US experience and the future for clinical integration overall?



While the US and UK have different healthcare models, their respective governments are facing similar 
challenges, such as their aging populations. 

The Aging Population
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In an effort to address the increased 
healthcare costs associated with an aging 

population, CMS recently enacted the 
Medicare Access and CHIP 

Reauthorization Act (MACRA) Quality 
Payment Program. 

Since Medicare recipients represent a large 
proportion of the patient population and almost 

all providers accept some form of Medicare 
payments, CMS is hoping that the shift to value-
based Medicare payments will eventually lead 

to all-payer value-based arrangements.  

Percentage of Total Population Over Age 85



The MACRA legislation acts as an incentive program to reward physicians participating in quality-based 
payment models and penalize physicians who remain in the traditional fee-for-service model. Physicians 
must join either the Merit-Based Incentive Payment System (MIPS) or an Alternative Payment Model 
(APM). If a physician fails to join either track, they will receive steep cuts in their Medicare payments.

MACRA: Medicare Payment Reform
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Merit-Based 
Incentive 
Payment 
System 
(MIPS)

Physicians receive payment increases/decreases based on 
their composite scores in four quality categories: quality, 
resource use, advancing care information, and clinical 
practice improvement activities. 

Alternative 
Payment 

Models (APM)

Physicians qualify for this track if a substantial percentage of 
Medicare payments or all-payer payments made through an eligible 
APM. APMs place participants at financial risk and include quality 
metrics, similar to the MIPS program. 

Most ACOs qualify as an APM

MACRA

Similar to the Commissioning for Quality and Innovation (CQUIN) and the Quality and Outcomes 
Framework (QOF) payment frameworks in the UK, the US is using MIPS and APMS to push physician 
payments to quality-based models to encourage physicians to provide more cost-effective healthcare 

while ensuring high-quality standards are met.



The Five Year Forward Review released in 2015 outlined goals for the next five years that mirror the 
objectives of the MACRA legislation.

Five Year Forward Review, MACRA, and ACOs
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2015 Five Year Forward 
Review:

Calls for the adoption of new 
models of care in order to 
improve the health of the 

population, enhance the users’ 
experience and improve value 

within their local context.

MACRA Legislation:

Aims to replace traditional 
Medicare Payment Schedule 

increases with a new framework 
to reward physicians for better 
care, not more care. The new 

framework emphasizes new care 
models and streamlined quality 

measuring.

Decreased 
Costs

&
Increased 

Quality

The UK and US healthcare systems, while different in structure, face parallel challenges and share 
similar goals. As a result, both systems can learn from each other’s care models and approach to clinical 

integration. 
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