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As the legislative session approaches, I am becoming
pessimistic. Here are my observations and impressions, after
attending every meeting of every transformation work group:

1l.Members of the four transformation work groups are not
familiar with the plans of the Governor's HITOC (Health
Information Technology Oversight Commission) for HIT (Health
Information Technology) and HIE (Health Information
Exchange).

2.Members of the four work groups are not aware of how vital

system-wide HIT and HIE are for effective CCO implementation.
As a member of the HITOC Consumer Advisory Panel, I hope that
OHPR will aggressively close this gap.

3.Members of the four work groups have not been presented
with a parallel column comparison of CCOs and MCOs, nor have
local groups seeking to become CCOs been provided with such
important guidance.

4.Many of the local entities seeking to become CCOs are
attempting to do so on the backs of existing already overloaded
staff, without an explicit and adequate budget commitment to
cover appropriate temporary staff and/or consultants for
finance, systems redesign, and continuing professional education.

5.An important and persuasive warning article (attached)
recently appeared in JAMA. Realistic development of CCOs
would be facilitated if OHPR were to require, of each local
group seeking to become a CCO, a prompt and detailed
narrative response addressing each of the ten explicit
potential pitfalls. Otherwise, they are planning in a vacuum
and are at high risk of failure.

*Consultant, Health Systems and Long Term Care; Developer, Medicaid
Long Term Care Waiver; former Health Systems Analyst, State Health
Planning and Development Agency; former Assistant Administrator and
Manager of Research and Development, State Senior Services Division;
former Clinical Associate Professor, Department of Public Health and
Preventive Medicine, Oregon Health Sciences University

**Context: Year Two Biennial Budget assumes substantial savings from
effective CCO implementation July 1, 2011. That is what the Governor
and Legislature are expecting and counting on. There's lots of work to do!
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Implementing Accountable Care Organizations
~Ten Potential Mistakes and How to Learn From Them

Sara Singer, PhD, MBA
Stephen M. Shortell, PhD, MPH, MBA

CHIEVING THE TRIPLE AIMS—HIGHFR-QUALITY PA-

tent-centered care, improving population health,

and moderating per capita costs—will require fun-

damental change in the US.health care system,!
Accountable care organizations (ACOs) as outlined in the
Affordable Care Act represent an early initative in restruc-
turing health care.? Accountable care organizations accept
responsibility for the cost and quality of care for defined pa-
tent populations. Under the Medicare shared savings pro-
gram, ACOs will face expenditure targets based on their pre-
vious 3 years of Medicare Part A and Part B experience.’
Qualifying organizations can choose between 2 risk arrange-
ments. The first involves upside potential from shared sav-
ings in the first 2 years, adding downside risk only in the
third year of operation. In thé second arrangement, orga-
nizations share a greater percentage of the savings but are
responsible for downside risk from the beginning. The shared
savings program will require organizations to conduct qual-
ity improvement initiatives, care coordination, perfor-
mance measurement, and public Teporting.

To succeed, organizations contemplating participation in
ACOs will need to develop and improve organizational ca-
pabilities TNecessary to meet program requirements. Hospi-
tals and physician organizations will need to forge new re-
lationships and take on new responsibilities. Success will
require adaptation and change, learning quickly from mis-
takes, and developing an ability to ransfer knowledge among-
participating entities. This will require ACOs to become learn-
ing organizations that can comprehend and expand what
works and move to correct things that do not.* :

In this commentary, we discuss 10 potential mistakes that

- Organizations may experience in becoming ACOs whether
with Centers for Medicare & Medicaid Services (CMS) pay-
ment or working with private payers,

Overestimation of Organizational Capabilities

1. Overestimation of Ability to Manage Risk. This is per-
haps the major lesson to be drawn from the experimenta-
tion with capitated managed care in the 1990s.° Organiza-
tions frequently overestimate their abilities, particularly when
potential rewards are at stake. Some physician organiza-
tions have the ability 1o manage and measure ambulatory
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care. Some hospitals have the ability to manage and mea-
sure inpatient care. But the Medicare shared savings pro-
gram and many private payer demonstrations require a single
tisk bearing entity, the ACO, 1o manage the entire care con-
tinuum. The challenge will be to merge hospital and phy-
sician capabilities, 4n exercise with which most health care
organizations have little experience. Estimates of the start-up
cost of developing these capabilities vary widely from $1 mil-
lion to $12 million per ACO ¢

2. Overestimation of Ability to Use Electronic Health
Records. Implementation of electronic health records will
be more challenging than most believe, despite financial sup-
port offered by CMS and others. Most clinicians are inad-
equately trained and supported in the use of electronic health
records. This will hinder the ability to report on the cost
and quality metrics required for ACOs. Even with ad-
€quate support, implementation of electronic health rec-
ords systems can disrupt practices for 6 months or more.”.
Incompatibility among hospital and physician information
systems is a further impediment to achieving the goals of
integration.

3-Overestimation of Ability to Report Performance Mea-
sures. Experience with pay-for-performance programs sug-

gests the challenge of collecting, analyzing, and reporting

performance data. For most ACOs, reporting capability will
evolve slowly over time even with the technical assistance
provided and will depend on the ability of electronic health
records to reliably document the delivery of clinical care.
4. Overestimation of Ability to hmplement Standard-
ized Care Management Protocols. The goal of protocols is
to eliminate variation and complexity in the care delivery
process that do not add value. For protocols to work, cli-
nicians must be substantially involved in their develop-
ment, data must exist to assess protocol implementation and
outcomes, and the protocols must allow for tailoring to in-
dividual patient needs and preferences.® This takes dme and,
in the haste to qualify as an ACO, there is the temptation to
shortchange the degree of involvement needed.
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Failure to Balance Interests
and Engage Stakeholders

5. Failure to Balance the Interests of Hospltals Prlmary
Care Physicians, and Specialists in Creating Governance
and Management Processes to Adjudicate Differences. His-
torically, relationships between hospitals and physicians of-

ten have been strained. Whether new incentives will miti-
gate or exacerbate conflicts and whether sufficient managerial -

and clinical leadership exists to deal with the challenges are
empirical questions. Participants may view ACOs simply as
an opportunity to achieve greater market power rather than
to improve the overall value of care delivered.’

6. Failure to Sufficiently Engage Padents in Self-care Man-
agement and Self-determination. Patients and family mem-
bers can provide considerable care particularly in managing
‘multiple, complex clironic conditions. Patients need to be both
considered a key part of the care team and educated about tak-
ing responsibility for their health and health care with sup-

port of friends and family members. Many potential ACOs have .

litle experience with this degree of patient engagement.

7. Failure to Make Contractual Relationships With the
Most Cost-Effective Specialists. Unlike primary care phy-
sicians, specialists are not required to limit their activity to
asingle ACO under the proposed rules. Nor are patients con-
fined to a single ACO. Thus, referral relatonships become
critically important to overall ACO performance. They need
to be sufficiently broad to meet the needs of patient popu-
lations being served yet sufficiently concentrated to pro-
mote mutual investment and use of the most cost-effective
specialists. Entrenched relationships with high-cost spe-
cialists will be a stumbling block for some ACOs.

8. Failure to Navigate the New Regulatory and Legal En-
vironment, Understanding the “safety zone” for exemption
from antitrust, Stark antikickback legislation, and related regu-
latory-and legal constraints to the formation of ACOs will be
challenging. Compliance with new regulatory requirements
will require unprecedented levels of transparency and coop-
eration among hospitals, physician organizations, and payers.

9. Failure to Integrate Beyond the Structural Level. Struc-
tural and contractual mechanisms may be in place to provide
more coordinated care, but ACOs may lack the change man-
agement and implementation skills required to improve care
delivered to patients. Improvement will require engaging a wide
_ spectrum of health professionals in the change-management
process and aligning shared interests and rewards.

Failure to Recognize Interdependencies

10. Failure to Recognize the Interdependencies and There-
fore the Potential Cumulative “Race to the Bottom” of the
Above Mistakes. Overestimating an organization’s ability
to manage risk (the first mistake) will be exacerbated by the

other mistakes, particularly the failure to implemeni elec-
tronic health records, which will affect the ability to de-

velop and report performance measures and will result in
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less learning from feedback. This in turn will be made more
difficult by the challenge of balancing interests among hos-
pitals, primary care physicians, and specialists. This con-
stellation of potential shortcomings will result in failing to
engage patients, develop contractual relationships with cost-
effective specialists, navigate the regulatory and legal bar-
riers, implement standardized care management proto-
cols, and manage ‘change necessary to improve care
integrarion for patients. The net result may be failure to re-
duce preventable hospital readmissions, eliminate admis-
sions for ambulatory care-sensitive conditions such as asthma
and diabetes, reduce inappropriate emergency department
use, and improve the overall patient experience of care.

The Way Forward: Measurement
and Management

" Although strategies exist for addressing each of these poten-

tial mistakes, such strategies are unlikely to be universally gen-
eralizable. Rather, solutions will need to be adapted to local
contexts and experience. For this to occur, organizations need
robust learning systems to help them avoid these potential mis-
takes, learn from those that occur as quickly as possible to take
corrective action, anctanticipate future challenges, ' Two fac-
tors will be key. The first is collective leadership by CMS, pri-
vate payers, hospitals, physicians, and other health profes-
sionals to promote learning systems. The second is the
development of a mature performance measurement system
to provide rapid feedback about what works in different local
environments. What is not measured cannot be managed, but
what is measured must still be managed. Management and mea-
surement hold the keys to ACO success or failure.

Published Online: August 9, 2011. doi:10.1001/jama.2011.1180
Conflict of Interest Disclosures: All authors have completed and submitted the ICMIE
Form for Disdosure of Potential Conflicts of Interest and none were reported.

REFERENCES

1. Berwick DM, Nolan TW, Whittington J. The triple aim: care, health, and cost.
Health Aff (Millwood). 2008;27(3):759-769.

2. US House of Representatives. Compilation of Patient Protection and Afford-
able Care Act [as amended through May 1 20101, 2010, Title lil, Subtitle A,
Part 3. Section 3022, 313-318.

3. Centers for Medicare & Medicald Services, Medicare program; Medicare shared
savmgs program: accountable care organizations and Medicare program: waiver de-
signs in connection with the Medicare shared savings program and the innovation
center; proposed rule and notice. Fed Regisier. 2011;76(67):19528-19654.

4. Garvin DA. Building a learning organlzat!on Harv Bus Rev. 1993;71(4):
78-91.

5. Robinson JC, Dolan EL. Accountable care organlzatmns in California: lessons
for the national debate on delivery system reform. Oakland, CA: Integrated Health-
care Assodation; 2010.

6. Moore KD, Coddington DC. The work ahead: activities and costs to develop
anaccountable care orgamzaton Chicago, IL: American HospitalAssodatlon April
2011.

7. Andreen DL, Dobie LI, Jasperson JC, Lucas TA, Wubbenhorst CL. The conver-
sion to electronic hospital notes at Mayo Clinic overcoming barriers and challenges,
J Healthe Inf Manag, 2010;24(3):57-64,

8, Cabana MD, Rand CS, Powe NR, et al. Why don't physidians follow clinical
practice guidelines? a framework for impravement. JAMA. 1999;282(15):1458-
1465,

9. Crosson FJ, Tollen LA. Partners in Health: How Physicians and Hospitals Can
8e Accountable Together. San Frandsco, CA: Jossey-Bass; 2010.

10. Fisher ES, Shortell SM. Accountable care organizations: accountable for what,
to whom, and how. JAMA. 2010; 304(15) 1715-1716.

©2011 American Medical Assodation. All rights reserved.

Downloaded from jama.ama-assn.org by guest on August 17, 2011




