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National health expenditures per capita

2

$147 $356 

$1,110 

$2,853 

$4,878 
$5,240 

$5,682 
$6,098 

$6,458 
$6,827 

$7,198 
$7,561 

$7,845 
$8,086 

$-

$1,000 

$2,000 

$3,000 

$4,000 

$5,000 

$6,000 

$7,000 

$8,000 

$9,000 

1960 1970 1980 1990 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

$
 I

n
 B

ill
io

n
s

National Health Expenditures per Capita and Their Share 
of Gross Domestic Product, 1960-2009
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NHE as Share of GDP

Source: Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group, at http://w w w .cms.hhs.gov/NationalHealthExpendData/  

(see Historical; NHE summary including share of GDP, CY 1960-2009; file nhegdp09.zip).
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Medicare spend on post acute care
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Healthcare spending concentration
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Approximately 50% of 

US health care spending 

is concentrated in just 

5% of the population.  A 

full 97% is concentrated 

in 50% of the population.
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Concentration of Health Care Spending in the 
U.S. Population, 2007 

(Ó$44,482)(Ó$15,806)(Ó$8,716)(Ó$5,798)(Ó$4,064)(Ó$786)(<$786)

Percent of Population, Ranked by Health Care Spending

Note: Dollar amounts in parentheses are the annual expenses per person in each percentile. Population is the civilian noninstitutionalized population, including those without any health care 

spending. Health care spending is total payments from all sources (including direct payments from individuals, private insurance, Medicare, Medicaid, and miscellaneous other sources) to 

hospitals, physicians, other providers (including dental care), and pharmacies; health insurance premiums are not included. 

Source: Kaiser Family Foundation calculations using data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, Medical Expenditure Panel Survey 

(MEPS), 2007.
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Cost and quality variability by state
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Medicare Reimbursement per Enrollee

Nat'l Average = 93.6

Nat'l Average = $8682

Hosp Referral Region Reimb. Quality

IA-Dubuque 5,852$    97.05%

WI-La Crosse 6,008$    97.05%

ID-Boise 6,178$    96.16%

VA-Lynchburg 6,323$    97.38%

CA-San Luis Obispo 6,829$    95.63%

CO-Pueblo 7,135$    97.90%

Hosp Referral Region Reimb. Quality

TN-Jackson 9,118$    85.42%

IL-Chicago 10,243$   90.50%

IN-Munster 10,568$   90.94%

LA-Monroe 11,277$   86.75%

CA-Los Angeles 11,303$   91.89%

TX-McAllen 15,695$   86.94%

Source: DartmouthAtlas.org 2007 Data.
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Current state of healthcare system delivery 
landscape

Sick Patients are 

cared for in 

unorganized silos 

across the delivery 

system.

There does not exist 

an orchestrated 

pathway to sound 

health and care.

Network 

relationships may 

exist between some 

providers ïbut are 

not necessarily high 

value driven.

Patients interact with 

Providers who do not 

have integrated 

access to 

comprehensive  

health information.

Providers are not 

organized or aligned 

across synonymous , 

strategic goals and 

outcomes.

Payers are not 

partnered with a 

collection of aligned 

and incented 

providers.
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Reformôs bending the curve ñstrategicò plan

Cuts to Existing FFS System

ÅMarket basket reductions

ÅDSH cuts

ÅP4P & Nonpayment for 

anything preventable or 

unnecessary 

Disrupt Existing System

ÅBundled Payments

ÅInnovation Center/ 

demonstrations

ÅACOs

Track 

1

Track 

2

7
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How and when will it happen?
(Sample 500 bed hospital)

2010+  Market basket & Productivity Cuts, Geographic Variation, Wage Index

2015+ Hospital Acquired Conditions

2013+ Readmissions Penalties

2014+ Medicare DSH Cuts

2013+ Value Based Purchasing Opportunities

18% Reduction in IP 

Medicare Payments by 

2019

9
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The ñStrategic Pillarsò in the era of reform
How do we succeed?

10

Address the 
Value 

Equation

Clinical Excellence

Service Excellence

Operational 
Effectiveness

At the lowest cost 
position

Align With 
Physicians

Governance

Physician lead PI 
teams to address 

VBP

Clinical Integration 
via employment & 

virtual  models

EMR Implementation

Transforming 
the System 

of Care
Reduce variability & 

resource 
consumption

Reduce 
readmissions & 

HACs

Lower LOS

Care continuum

Optimize 
Revenue

Revenue cycle

Service portfolio & 
market share 
improvement

Pricing strategy

Accountable Delivery Organization

Move from transaction-
oriented to outcome-

oriented

Become ñaccountableò for 
outcomes and costs for a 

population

Coordinate episodes of 
care and providers
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What is a accountable care?

ÅAccountable Care Organizations (ACOs), while still 

evolving, are expected to connect groups of providers who 

are willing and able to take responsibility for improving the 

health status, efficiency and experience of care for a 

defined population.

ÅAccountable Care isé

ïA focus on primary care, wellness and population health

ïClinically and fiscally accountable

ïPatients that are actively engaged

ïPartnering relationships between hospitals and physicians

ïAnticipating health needs and proactively managing chronic care

11
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Definition of success:
Improving triple aimÊ population outcomes

Metrics:

ÅQUEST outcomes

ÅSelect HEDIS metrics

ÅHealth status ïSF12

ÅMortality rates

Metrics:

ÅPatient satisfaction

ÅPAM Scores (Patient 

Activation Measures)

Metrics:

ÅTotal medical PMPM

ÅTotal Medical Trend

ÅTotal Rx PMPM

ÅAdmissions/1000

ÅReadmission rate

Population 

Health

Experience 

of Care

Per Capita 

Costs

The term triple aim is a trademark of the Institute for Healthcare Improvement
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Accountable Care Organizations:
Healthcare reform provision

Å Accountability for total cost, quality and care of 

beneficiaries; 3-year participation commitment

Å Legal structure to receive and distribute savings

Å Primary care physicians to cover a minimum of 5,000 

Medicare beneficiaries

Å Defined processes for evidence-based medicine and 

patient engagement, quality and cost measures reporting 

and telehealth, remote patient monitoring, etc.

Å No participation in other government-based shared 

savings demonstration projects

Å Allows CMS to join existing ACOs with payment 

models beyond fee-for-service

Å CMS may give preference to  ACOs already 

contracting with private market

Å Saves $4.9 B over 10 years

Å Beneficiary assignment to ACO based upon 

ñpreponderanceò of E&M codes

2010 2011 2012 2013 2014 2015 2016 2017

Accountable Care Organizations - Providers meeting criteria can 
be recognized as ACOs and can qualify for incentives bonus. 
(no later than 2012-01-01)

Å Providers eligible to participate in ACOs:

ï Hospitals employing ACO professionals

ï ACO professionals in group practice 

arrangements

ï Networks of individual practices of ACO 

professionals

ï Partnerships or joint venture arrangements 

between hospitals and ACO professionals

ï Other groups of providers that the Secretary 

deems appropriate

Å ACOs must meet certain quality thresholds:

ï Clinical processes and outcomes

ï Patient and caregiver perspectives on care

ï Utilization and costs
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ACO shared savings
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Shared Savings

Target Spending

ACO Launched

Source: Lewis, Julie. ñWhat Could be Next for  Health Reform? The Debate In Washingtonò 

Presentation. The Dartmouth Institute for Health Policy & Clinical Practice. 2009-07-02.
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Local markets moving toward accountable care

Å United HealthCare Oncology Bundled 

Payment

Å Humana and Norton Healthcare

Å New England Ship Builder ACO ïPHO 

Agreement

Å Nationwide Childrenôs Hospital Medicaid 

Capitation

Å Cigna-Piedmont Physician Group ACO 

Agreement 

Å HealthCare Partners-Anthem ACO 

Agreement

Å CalPERS ACO with CHCW and Hill Medical 

Group

Å Advocate-Blue Cross of Illinois agreement

Å AtlantiCare Special Care Center

Å Massachusetts Blue Cross ACO contract

Å Pennsylvania Chronic Care Collaborative

Å Community based ACO initiatives ïMaine, 

New Jersey, Vermont  

15
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Accountable Care Core Components

People 
Centered 

Foundation
Health Home

High Value 
Network

Population 
Health Data 

Management

AC 
Leadership

Payer 
Partnerships

Foundational Philosophy: Triple AimÊ

Building a bridge from FFS to accountable care

What are the 

underpinning 

building blocks?

Current

FFS

System

Accountable

Care

Measurement

16
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Complete view of an ACO

ACO CEO

COO CFO CMO CNO CQO

Payer Partners

People Centered Foundation

will ensure that the first principle for 

ACO design and ongoing operations 

is to enable all people within the 

ACO community to meet their needs 

and desires for good health. 

Health Home redesigns primary 

care to  create a new PCP model 

that provides people centric care as 

well as care guidance to the 

practice population.

Payer Partnerships - focused on the 

framework necessary for an ACO to 

develop and maintain mutually 

advantageous relationships with ACO 

payer partners (plans and employers).

ACO Leadership addresses the 

strategic leadership and 

operational infrastructure 

necessary to support a successful 

ACO that is organized around 

Triple Aim goals.

Population Health Data Management

facilitates the flow and analysis of 

clinical, financial, and patient related data 

and information across all components of 

the ACO. 

17

High Value Network delivers 

provider networks that will 

optimize care delivery within and 

across the continuum and 

ensure that care is coordinated.
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The capabilities framework

18
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Example accountable care activities 

Å Accountable Care Principles with Payors

ï Development of accountable care principles in contracts with payors, including shared savings models (Fairview -MN, 

Central Maine)

ï Partnership with Savannah Business Group for ACO development (Saint Josephôs Candler ïGA)

Å Employee Health Plan Impacts

ï Incentivizing employees for more active involvement in health, managing chronic disease, and implementation of 

health home (St. Lukeôs - PA, Heartland Health ïMO)

ï Health risk assessment program to identify high risk (Billings Clinic ïMT)

Å Care Management Models

ï Special Care Center ïa Medical Home for highest cost/highest need patients (Atlanticare ïNJ)

ï ProvenNavigator (PCP redesign to population health management) and ProvenCare (provider driven P4P care 

models) (Geisinger ïPA)

ï Diabetes care management program to support employer contracts (Bon Secours ïSC)

ï Bridge to Home program to help manage care transition (Summa ïOH)

ï 24/7 hotline model for nurse triage, EHR access, scheduling, prescription refill for 30 PCP practices (Heartland 

Health)

Å High Value Network Development

ï PCP team implementation (including BH) and health plan PCP development program (Presbyterian ïNM)

ï Informatics driven primary care and HVN with well aligned physician incentives (Greater Newport Physician/Hoag 

Hospital ïRI)

ï Network criteria development ïSumma 

19
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The High Value Network will 

deliver provider networks that 

will optimize care delivery 

within and across the 

continuum and ensure that 

care is coordinated.

High Value Network

20

Key ACO Attributes:

ÅThere is a wide range of clinical providers and 

facilities supporting primary care practices

ÅCare models across the health system define how 

care is consistently delivered to patients 

ÅHow and when patients move between sites of 

care is actively managed and supported

ÅThe entire health system is focused on improving 

the health and costs of the population it serves
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Post Acute Spectrum

Key ACO Attributes:

ÅPhysician plays a key role coordinating the 

care of their patients 

ÅPhysicians know their highest risk cases and 

optimize their care

ÅThere is a focus on returning people to health 

in a cost efficient manner

ÅCare models will guide delivery of care across 

the continuum

The Post Acute Spectrum 

serves as a step down from 

the intense acute hospital 

services and a potential  

partner in management of 

chronic conditions.

21
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Care Continuum (Today)

22
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Premierôs vision of a post acute accountable care 
partner (1)

Minimum Requirements Ideal Requirements

Post Acute 

Continuum

Single service Source for full continuum, from 

skilled nursing to palliative care

Access for 

Qualified 

Patients

Admits <10% of a hospitalôs post 

acute patients

Guarantees for access & 

placement of 100% of patients in 

need

Location Within the hospitalôs service areaLocations close to population 

clusters

Clinical 

Quality

Scores

Quality scores similar to local 

averages

Better scores than other local 

providers and in the top quartile 

nationally

Service 

Quality

Similar to other local providers Demonstrably better than local 

providers

Patient 

Satisfaction

Scores close to local average 

scores

Better than acute providerôs 

satisfaction scores

23
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Premierôs vision of a post acute accountable care 
partner (2)

24

Minimum Requirements Ideal Requirements

Case 

Management

Manages cost and quality 

control for services offered

Participates in management across 

episode of care

Patient 

Compliance

None Innovative systems to help track and 

manage compliance

EHR Ability to receive and transmit

basic patient information

Provides cost and care information in 

a manner that allows for analysis

Medical 

Champions

Passive Medical Directors Physicians helping to drive 

improvement

Vision Targets for the cost and quality 

of service provided

Concept of the future and action to 

plan to achieve it with the help of its 

partners

Leadership Can competently manage the 

services being provided

Can help anticipate future needs and 

respond in an appropriate manner

Cost Proportionate to above 

measures

Value added
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Models for post acute partnerships with ACOôs

Å Provider of Services (Baseline)

ï Likely one of multiple providers of rehab, SNF, hospice services and/or other post acute

ï Requires the ability to receive and report information to the case manager

ï Fee for Service reimbursement and potentially participates in shared savings

Å Provider of Credentialed Services (Contractor)

ï Provides higher quality and acuity services than others; may contract for services

ï Requires the ability to receive and report information to the case manager

ï Fee for Service reimbursement and potentially participates in shared savings

Å Coordinator of Care (Partner)

ï Coordinates post acute care among owned and network facilities & services

ï Requires a fully functional EMR interacting between multiple providers

ï Is held accountable and holds other accountable for cost and quality metrics

ï Fee for Service or bundled reimbursement and likely receives shared savings

Å Full Accountability for Post Acute (Driver)

ï Accepts capitated payments and quality requirements 

ï Requires the ability to analyze cost and quality outcomes for various medical conditions across 

multiple pathways

25
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Criteria by Model (1)

Baseline Credentialed 

Contractor

Partner Driver

Post Acute 

Continuum

Single service Highly 

credentialed 

service(s)

Provides access 

to most services

Source for full 

continuum

Access for 

Qualified 

Patients

Cares for <10% Cares for >10% Coordinates care 

for >50%

Guarantees

placement for 

100%

Location Within the 

hospitalôs service 

area

Within the 

hospitalôs service 

area

Locations close to 

population 

clusters

Locations close to 

population 

clusters

Clinical 

Quality

Scores

Similar to local 

averages

At or above 

national averages

Significantly 

above other local

providers

Top quartile 

nationally

Service 

Quality

Similar to other 

local providers

As good as local 

providers

Slightly better 

than other local 

providers

Top quartile 

nationally
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Criteria by Model (2)

27

Baseline Credentialed

Contractor

Partner Driver

Patient 

Satisfaction

Scores close to 

local average

As good as acute 

providerôs 

reputation

As good as acute 

providerôs 

reputation

Better than acute 

providerôs scores

Case 

Management

Manages cost 

and quality 

control for 

services offered

Manages cost 

and quality 

control for 

services offered

Manages ñhand 

offò between 

providers

Participates in 

management 

across episode of 

care

Patient 

Compliance

None None None (today) Innovative 

systems

EHR Receives and 

transmits basic 

patient 

information

Receives and 

transmits basic 

patient 

information

Provides 

information and 

analysis

Provides 

information and 

analysis

Medical 

Champions

Passive Medical 

Directors

Engaged Medical 

Directors

Physicians 

responsible for a 

populationôs cost 

and quality

Physicians 

helping to drive 

system wide 

improvement
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Criteria by Model (3)

28

Baseline Credentialed 

Contractor

Partner Driver

Vision Targets for the 

cost and quality 

of services 

provided

Targets for the 

level, cost and 

quality of 

service provided

Concept of the 

future and no plan 

of how to achieve it

Concept of the 

future and action to 

plan to achieve it 

with the help of its 

partners

Leadership Competently 

manages the 

services being 

provided

Manages

services being 

provided and 

expands 

offerings

Manages 

contracted and 

owned services

Anticipates future

and responds to 

future needs

Cost Proportionate 

to above 

measures

Proportionate to 

above 

measures

Below median Value added 

considering above 

scores
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LESSONS LEARNED

29
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Step Start-Up Action

1 C-Suite and Board endorsement of accountable care strategy

2 Identify Administrative and Medical Champions

3 Define intended targeted population(s) for accountable care model

4 Assess the populationsô health needs, risks and medical costs

5 Define accountable care provider network to support populations(s)

6 Identify an internal implementation executive team

7 Define and implement a legal structure for sharing savings

8 Create a Pro Forma to evaluate the financial impact 

9 Define and communicate a burning platform for transformation  

10 CEO to CEO discussions with targeted payor(s)

11 Forge clinical integration across the continuum of care

12 Define and implement an action plan for accountable care roadmap

30

Twelve major start-up actions for accountable 
care implementation
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What we have learned so far

Å Significant transformation is required to 

become effective at managing populations 

(clinical, financial and legal)

Å Physician leadership is a pivotal component to 

the transformation

Å Culture shifts must occur

Å Evidence-based care models are critical to 

coordinate care across the continuum

Å Executive leadership at the C-Suite and Board 

level are paramount

Å A solid primary care foundation is critical

31
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What we have learned so far (continued)

Å Strong informatics and information 

technology are key success factors

Å Many different structures of an AC will be 

formed to allow for flexibility and innovation

Å Private payors are starting to come to the 

table to offer new forms of reimbursement 

and to share data and care management

Å Collaborative participants are eager to learn, 

to share and to transform, but understand 

there is a lot heavy lifting ahead

Å There are many unknowns about ACs and 

we all have much learning to do around how 

to effectively transform our health care 

industry 

32
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Questions?

Contact Information:

Brent Hardaway

Vice President, Premier Consulting Solutions

(512) 657-2225

Brent_Hardaway@PremierInc.com

33
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APPENDIX
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