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The Bridge to

in coordinating around a defined set of local hospitals, 
medical groups, and ancillary providers to close the 
gaps in care. The federal government is biting on the 
idea that ACOs fit part of a larger strategy of pushing 
Medicare costs down, so ACO pilots are included in the 
Patient Protection and Affordable Care Act.  

The theory behind the push for healthcare 
accountable care organizations (ACO) is 
based on a simple truth: that most healthcare 

is still local. As Dartmouth’s Elliott Fisher and other 
proponents of ACOs have long argued, the fastest way 
to gains in cost and efficiency might be concentrated 

Organizations
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The idea of ACos has some academic elegance to it, but in prac-

tical, historical, and strategic terms, their creation has posed more 

questions than answers. Many hospitals and physicians are hesitant 

to embrace the concept, fearing a return to 1990s-style integration 

that ended badly. others cite the relative lack of regulatory clarity 

around legal and antitrust structures, and whether the financing 

model will come to support the switch from fee-for-service back to 

global payment or some form of shared savings.

some, however, see more clarity in the vision and are embracing 

ACos as a new context to reinforce change toward elements of care 

that are just better for the patient. What form an ACo takes is per-

haps less important than beginning the dialogue among a coordinat-

ed group of providers, payers, and other partners to find new ways 

to reduce waste and improve care. Ellis M. “Mac” Knight, senior vice 

president of ambulatory services at Columbia, sC–based Palmetto 

Health, says the idea of an ACo came around just as his health 

system was having serious long-term strategic discussions about 

clinical reengineering. so Palmetto has formed an ACo among its 

employed and allied physicians to eventually act as a contracting 

entity with payers. For now, the ACo is focusing on gaining regula-

tory approval, building infrastructure capabilities for coordinated 

care, and defining a set of core clinical goals. None of that would be 

happening if health leaders did not believe ACos had the power to 

change the system, says Knight.

“I truly believe that an ACo from a strategic standpoint has to 

be a transformative organization,” Knight says. “What we can’t use 

the ACo for is to simply drive improved performance of the system 

as it currently exists. The ACo has to serve to transform the orga-

nization into a totally different delivery model over the next several 

years. If we don’t do that, if we don’t use it to achieve what I like to 

think of as two broad objectives for the future and the healthcare 

system—improving quality and driving efficiency—then there’s 

really no purpose in going through all the struggle and pain.”

Building the capabilities
If ACos are to take root, providers must assess and build capabili-

ties in specific areas of coordinated care, including patient-centered 

medical home and population health management. That necessarily 

begs for necessary improvements to the infrastructure, including 

advancement of the electronic medical record and data mining 

capabilities, as well as building the primary care base of physicians 

and senior-level primary care nurses. Beyond those core infrastruc-

ture questions, hospitals must also assess and build their capabili-

ties to deliver home-based and postacute care.

Nancy Boerner, MD, chief medical officer for orange County, 

CA–based Monarch Healthcare, one of the pilot sites for a 

Brookings/Dartmouth ACo study, says the challenge comes in 

defining which capabilities to rebuild given that there is no cost 

structure to offer RoI at this point.

“Everyone agrees there has to be some savings that goes back to 

the payer, which in this case is the government, but there also needs 

to be enough funding so that we can have people who are imple-

menting these cost-saving initiatives like managing care, analyzing 

readmissions, and getting out to the homes,” Boerner says. “The 
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As some hospitals and health systems begin pilot programs for 

ACos, ostensibly the point is to develop quality and improve patient 

care. Hospital leaders concede that there is uncertainty along 

the way, but they are hopeful that the ACo structures can lead to 

potential change for the good in the post–healthcare reform era and 

in the wake of economic downturns.

so hopeful, in fact, that even competitors are joining forces 

under the framework of ACo. The Nebraska Medical Center and 

the Methodist Health system, for instance, compete on many levels 

in the omaha market. Leadership within both organizations see an 

opportunity to enhance what they are doing individually and find 

a way to implement change with the assistance of their competi-

tors. They are the first competing hospital and healthcare systems 

to form an ACo under their own banner known as the Accountable 

Care Alliance.

structure has to be able to 

bear the additional cost that 

the organizations taking on 

that accountability are going 

to have to deliver.”

Flexibility first
The move toward account-

able care structures has 

much in common with some 

of the principles of tightly 

integrated health systems: 

employed physicians, owned 

health plans, and a well-defined patient population. However, those 

who are working through ACo development even now recognize that 

for ACos to be successful, they must be able to accommodate a vari-

ety of physician alignment strategies and risk-sharing arrangements.

“If you look at some of the models that are consistently brought 

up as examples of how this could all work, they’re for the most part 

closed-staff, fully employed clinic model practices like Mayo Clinic,” 

Knight says. “unfortunately, a community like ours and a system 

like Palmetto Health don’t have the luxury of spending 100 years or 

even five years to try to become a clinic-model system. In terms of 

getting the ACo off and running and making sure that it functions 

as quickly as possible, we’re going to have to set up a governance 

structure that is inclusive of physicians who are both employed 

and independent private practitioners and members of the medical 

school faculty that we’re aligned with.”

MARkEt SHiFt ANd How it AFFECtS REiMBuRSEMENt 
The market shift requires hospital networks to master cost management with a focus on outcomes for 
higher reimbursement

Analysis | the Bridge to Accountable Care organizations

Source: PwC. Roll over the chart to dig deeper into the findings.

pAyers hOspiTAls physiCiAns

Providers

risk shift of Cost Management and Quality

Warren Skea, PhD, 
Director, Health Industries  
Advisory Practice,  
PricewaterhouseCoopers
Having trouble listening?  
Click here.
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Bill Dinsmoor, CFo of The Nebraska Medical Center, says his 

hospital and the Methodist Health system already have taken steps 

toward cooperative arrangements, and the ACo process is an  

evolution of that.

“We actually have a team of people that get together to com-

pare the similar things that we’re buying,” Dinsmoor says. He says 

The Nebraska Medical Center and the Methodist Health system 

“try to go out and negotiate a better deal from a vendor so together 

we will get a volume discount. It has been very effective, so we 

are building those bridges through that and a number of different 

activities.”

“They are doing some unique things and we’re doing some 

unique things, and we’re sharing those together,” Dinsmoor says.  

“so that’s been our first steps in this ACo.” With the ACo, they are 

working together to have a “better clinical result for our patients,” 

he says.

At the outset, the focus is on implementing a medical home 

concept and especially reducing infection rates in the hospitals. The 

idea is simple: split expenses between pubic and private payers and 

recoup savings by better managing costs.

Physician involvement is crucial, and there is a need for recruit-

ment of patients in the ACo. Monarch Healthcare is involved in a 

five-year pilot, working in tandem with Anthem Blue Cross, the 

largest health insurer in California, to not only endear the ACo 

program to doctors, but patients as well. In the Monarch plan, as 

well as the Nebraska models, IT infrastructure also is exceedingly 

important, and its development will not be easy. There are many 

tributaries leading to a single ACo.

“The challenging part is that you are in uncharted waters,” 

Dinsmoor says, discussing development of the ACo. “And things 

may change as we interpret different regulations, and how they 

could or could not apply to ACo may affect what we would do in 

the future.”

“once you get into contracting and reimbursement and those 

things, that is going to be much more complicated,” he says. “Much 

more complicated.”

“We actually have a team of people that 
get together to compare the similar things 
that we’re buying,”[the two systems] “try 
to go out and negotiate a better deal from 
a vendor so together we will get a volume 
discount. It has been very effective, so we 
are building those bridges through that 

and a number of different activities.”
Bill Dinsmoor, CFO, 

The Nebraska Medical Center

“
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“Who’s accountable here?” Normally, such a question prompts a 

lot of finger-pointing. As discussions about accountable care organi-

zations (ACo) unfurl across the health industry, the core concept of 

accountability is hard to ignore. ACos must get accountability right. 

“The concept makes sense: Make providers accountable for the 

care of individuals and for improving their health by putting provid-

ers at financial risk. The logic behind ACos, which are referenced in 

the health reform law, is both intuitive and familiar. It sounds a lot 

like capitation and HMos in which providers were held accountable 

The accountable care organization model is distinctly different from previous efforts to improve quality 

of care and reduce costs. ACOs could transform the way healthcare is delivered and financed. But it 

will take cooperation among providers and physicians, sophisticated strategic planning, and significant 

investment to achieve success. 

Director, Health Industries  
Advisory Practice 
PricewaterhouseCoopers

warren
Skea, Phd   

Introduction from Warren Skea, PhD

for the medical expenses of a patient population.  

But this is not déjà vu all over again.  “HMo 2.0,” a term  

sometimes used to describe ACos, is distinctly different from  

previous efforts to improve quality of care and reduce costs. ACos 

could transform the way healthcare is delivered and financed. 

Consequently, they will require a significant amount of strategic 

planning, investment and buy-in for providers. The success of ACos 

will hinge on their ability to exchange individual patient information 

across different organizations and look for patterns, clues, and  

ACOACOMake Connections to 
Achieve Accountable 
Care Success
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connections that can make population management more predic-

tive and preventative. 

Getting the most out of an organization’s information technolo-

gy backbone is one of the crucial differences between now and pre-

vious efforts to manage population health. Information technology 

and the willingness to share information among disparate groups 

will help to integrate care as well as support the ability to measure 

success and reach consensus on quality goals and metrics.

Early adopters are well on their way to positioning their organi-

zations for an era of ACOs. Others are holding back, anxiously await-

ing regulations from CMS. But almost all of the hospital executives 

we work with are having serious internal discussions with their 

Warren Skea, PhD, 
Director, Health Industries  
Advisory Practice,  
PricewaterhouseCoopers
having trouble listening?  
Click here.

Source: PwC. Roll over the chart to reveal the challenges ahead.
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medical staffs about participation in ACos. only recently have some 

begun discussions with community physicians and other providers.

The implementation challenges of moving to an ACo model are 

great, but so are the risks. Can you develop a critical mass of provid-

ers, particularly primary care physicians? What incentives will be 

used to keep patients in-network? How will information be shared 

with out-of-network providers? Are the right pieces in place—tech-

nology infrastructure, culture of collaboration, the right partners, 

the right skills—to be able to provide and use quality information in 

a timely and cost-effective way to support care management? 

The answers will determine the success of an ACo. Getting to 

them could be difficult and will require full engagement by hospital 

and clinical leaders. To start that process, systems will want to get 

a full assessment of their organizations—its technology infrastruc-

ture, its culture, staffing skill levels, alignment of physicians—as 

well as an assessment of the market landscape, and the political and 

competitive nuances will also need to be considered. 

Who’s accountable here? It could be you. 

Warren Skea, PhD, Director, Health Industries Advisory Practice, 

PricewaterhouseCoopers
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