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HealtHleaders Media  Hospitals, health systems, and physicians 

are being pointed toward accountable care organizations by a variety 

of influencers, either from the market dynamics or from health reform. 

But the path is not well defined. Describe what your organizations are 

currently doing given the uncertainty.

ellis M. “Mac” KnigHt, Md  |  Palmetto Health  |  We embarked 

on our usual strategic planning process about a year ago. Like most 

Accountable Care Organizations are more than just the latest buzzword in the search for the missing keys to 

healthcare cost efficiency. Unlike previous attempts at managing cost and coordination of care, ACOs are designed 

to bring providers, payers and eventually patients together in a common platform where the incentives are aligned 

to reward higher-quality, cost-efficient care. While leaders of healthcare organizations applaud the direction, many are wary of 

risking their current financial health to engage in ACO activity while the reimbursement structure remains grounded in fee-for-

service for the foreseeable future. HealthLeaders Media gathered leaders from four health systems who have made the  

leap anyway toward a redesigned healthcare delivery system.   

Strategic Partnerships Director
HealthLeaders Media

Jim
Molpus   

Moderator

strategic planning events, we were looking two to three years down 

the road and we spent a couple of months doing that and finally just 

realized that with healthcare reform and with all the changes swirling 

around us we needed a more long-range strategic planning process.  

So we developed a 10-year strategic vision statement that takes the 

disjointed, uncoordinated, inefficient and far too risky system that 

we’ve got now and transforms it over that 10-year period to hope-

http://www.facebook.com/HealthLeadersMedia
http://twitter.com/HealthLeaders
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fully a system that’s going to be remedying all 

those sort of problems. We then decided that an 

accountable care organization really needs to 

be one of the key vehicles by which we achieve 

that long-term clinical vision. so we are coming 

together and integrating in a fashion with physi-

cians that we’ve never done before, including 

physicians of all stripes: employed physicians, 

independent privately practicing physicians 

and faculty physicians that we align with at the 

(university of south Carolina) medical school in 

Columbia.  

Jay BreHM  |  Franciscan Alliance/St. Francis Hospital 

and Health Centers  |  We operate 13 hospitals in 

four distinct markets: Indianapolis, Lafayette 

and Northwest Indiana and the south side of 

Chicago. As we move forward with the develop-

ment of accountable care and the principles and 

the tools necessary, we find each region is dif-

ferent, but we do have some good foundations 

in place throughout the organization. Franciscan 

Alliance has owned or has been part-owner of 

provider-sponsored HMos since 1988. We’ve 

also operated two physician hospital organiza-

tions, one in Indianapolis and one in Chicago 

and those have been risk taking on the com-

mercial and Medicaid populations, 

and have some experience with 

taking risk on the Medicare side 

and through Medicare Advantage 

Programs. We have assessed the 

components of accountable care, 

whether it’s the care management 

programs, IT and our ability to 

integrate clinically with the medical 

community through employment 

or other partnership arrangements. 

We’re also focusing on getting our arms around 

the post-acute continuum which especially for the 

Medicare population is historically a cost driver 

without a lot of integration. And we see chronic 

disease management and integrating with post 

acute providers as very important going forward.

nancy Boerner, MD  |  Monarch Healthcare |     

When the concept of an ACo came along it 

seemed to actually fit a lot of what we’ve done in 

our managed care arena for a while with seniors 

and commercial plans, and under certain popula-

tions like Medicaid. What we are striving to do is 

really engage our physicians to understand how 

to apply some of the best of the managed care 

principles to a different population that’s already 

in their practices. so it’s an educational process. 

We don’t have a single hospital system that we 

partner with formally; we have relationships 

with over 20 hospitals. so we’re working to 

improve that relationship because our ability to 

translate what we do into the hospital setting is 

an area where I really think we can improve the 

quality and the cost in this high dollar venue. We 

are working on our IT integration because that 

needs enhancement. We’re not an integrated 

system from an IT standpoint. We’re working 

to educate our physicians and hospital partners 

about what an ACo is, and how to engage with 

us to succeed together. so our initiatives as an 

ACo are a continuation, really an expansion of 

some of the principles that we’ve already started.
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— Jay Brehm
Franciscan Alliance/St. Francis  

Hospital and Health Centers

“As we move forward 
with the development of 
accountable care and the 
principles and the tools 
necessary, we find each 
region is different.”
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JaMeS caneDy, MD  |  The Nebraska Medical 

Center and Accountable Care Alliance  |  We’re very 

fortunate. We combined the efforts of the 

Nebraska Methodist Health system and The 

Nebraska Medical Center and what we decided 

we were going to do is focus on quality, service, 

efficiency and decreased costs. And we took the 

best of each system, put it all on the table and 

we said where are we doing well; what data can 

we share; what common databases do we have 

and how can we look at the whole continuum?  

And the continuum actually begins prior to see-

ing a physician in partnering with employers 

and managing population. once the individual 

hits the doctor’s office, we’re very focused on 

medical home for primary care. Do they have the 

appropriate IT system in place, the right quality 

metrics, how can 

we share that data 

and then once they 

hit the hospital, how 

do you make that 

the safest, most 

efficient process to 

get them through 

there and then focus 

on their discharge with how do you keep them 

from bouncing back. so what we’ve tried to do 

is look at the entire spectrum and we have tools 

that we’ve taken from both systems to put that 

together.

HealTHleaDerS MeDia  Warren, you see the 

broad spectrum of hospitals out there coming 

to you to help put the pieces together. Give us a 

view of the trends you see in the industry as far 

as how hospitals and health systems are starting 

to put ACos together.

Warren SKea, PhD  |  PricewaterhouseCoopers  

|  There is no doubt that ACos are on the radar 

screen for most hospitals we talk with.  In their 

minds, it’s critical to their success in a post 

healthcare reform world. However, moving 

toward accountable care is somewhat like the 

diffusion of any innovation. There are the early 

adopters whose ability to move quickly is directly 

correlated with their experience, their infrastruc-

ture, and the fact that they have all the pieces in 

place from a historical or legacy perspective to 

be successful. They are well positioned and prob-

ably have a health plan or some way of providing 

disease management and care management 

outside the four walls of the hospital.  Then, there 

is another group that’s moving into a late adopter 

phase.  They’ve treated the move toward an ACo 

as more of a strategic initiative, and are only now 

starting to recognize that they cannot divorce 

becoming an ACo from their hospital-physician 

alignment strategies or from their overall  

strategy because participation in an ACo will be 

a significant transformation for them. It’s really 

moving from a hospital system to a healthcare 

organization. And that’s a significant transfor-

mation. They’re starting with gap analysis to 

see where they are in terms of infrastructure 

now and what it will take to get to where they 

need to be. They are going back to their Board 

of Directors, rethinking their long-term strategic 

vision and asking, “What is it that we’re going  

to have to do to transform ourselves and get 

organizational support behind this?”

HealTHleaDerS MeDia  Are ACos just 

another trend or do you see them as having the 

potential to be truly transformative? 

KnigHT  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 an organization into a totally 

different delivery model over the next several 

Having trouble  
viewing? Click here.
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years. If we don’t do that, if we don’t use it to 

achieve what I like to think of as the two broad 

objectives for the future —improving quality and 

driving efficiency—then there’s really no purpose 

in going through all the struggle and pain. 

Boerner  I love hearing how hospitals are 

engaging in this process because I think maybe 

for the first time it’s a way to align everyone to 

lower the total cost of care. I think it’s exciting 

because it just gives us the impetus to get away 

from the fee-for-visit and fee-per-click to a con-

cept that’s broader in scope that can improve the 

efficiency and the quality. 

BreHM  The development of accountable care 

organizations fits what I’m also thinking of for  

integrated delivery systems. To me they’re one in 

the same. The principles are very much aligned 

and our responsibility on a go forward basis is 

to bring what I’ll say is the health services divi-

sions—which include hospitals and ancillary pro-

viders and post acute providers—together with 

the medical physician enterprise and the health 

plan division. so there are three components that 

fundamentally make up an integrated delivery 

or an accountable care organization, and its the 

ACo or the IDN’s responsibility to make all of 

those functions work together and improve qual-

ity and reduce costs.

HealTHleaDerS MeDia  Does it appear 

some market fundamentals are changing?

BreHM  our organization believes we’ve 

reached the end of the line in cost shifting and 

so what we’re hearing from our health plan 

partners is that a lot of the increase for 2011, 

if not all of the increase to employer groups, is 

being passed along to the employees. so price 

sensitivity is actually becoming a term that I’m 

starting to use for the first time in 25 years of 

being a health system CFo. so I think if you rec-

ognize and believe that we have to some degree 

priced ourselves out of business or we’re on that 

downward trend, then clearly the business needs 

to transform itself focusing on quality and if we 

clinically integrate, drive out unnecessary care, 

reduce variation, there is I think great opportu-

nity to bend the cost curve.

HealTHleaDerS MeDia  How can healthcare 

organizations plan strategically when there are 

so many regulatory questions still unanswered, 

not the least of which is the push and pull 

between ACos and antitrust concerns?

KnigHT  It has been a struggle. one of the 

reasons why it’s taken us so long is that we have 

been very careful to bring in legal counsel and 

try to make sure that we tow the line very clearly 

in terms of not getting afoul of regulations, par-

ticularly antitrust concerns.  It is a conundrum in 

that if you look at the healthcare reform legisla-

tion, there’s so many pieces that say integrate, 

bring your physicians together, create hospital-

physician partnerships, partner with payers and 

patients, but then there’s these rules on the book 

that say if you do that, you can get into real trou-

ble. something does need to give from the regu-

latory standpoint if they want organizations like 
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— Nancy Boerner, Md
Monarch HealthCare

“Our initiatives as an 
ACO are a continuation, 
really an expansion of 
some of the principles 
that we’ve already 
started.”
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ours to adopt these initiatives and get through 

that process faster and more effectively.

caneDy  We set the bow of the ship on course 

to what we think is going to benefit our patients, 

is one of the best standards, best care, and we 

think we’re nimble enough that we can turn left 

or turn right and then in the meantime every-

body wins while we’re going through the process.

SKea  CMs recently had a meeting with the 

Federal Trade Commission, the Department of 

justice, IRs and all of the other relevant federal 

entities, and out of that came an understanding 

and a commitment to very quickly align the regu-

latory requirements for an ACo amongst all of 

those federal agencies. so we are in the interim 

stage now. I think the message from CMs at that 

meeting was that it’s 

all about intention. If 

the intention of the 

ACo is for the good 

of patient care, those 

are the principles 

that should guide 

thinking, not the 

intent to lock up the 

market. A big issue 

will be having good legal counsel looking at it to 

make sure that the intention, the principles and 

the objectives, as well as legal issues, are aligned, 

clear and appropriate.

HealTHleaDerS MeDia  What are you hop-

ing really to get from CMs? Are there any par-

ticular aspects or guidelines that you really need 

from CMs first?

caneDy  To me the biggest question on our mind 

is the so-called attribution model and just how is 

that going to work. In our experience, whether 

serving as board members of HMos or being at 

risk at the PHo level for a population of patients, 

it’s clearly important to know who your mem-

bers are so that you can then identify those that 

need more rigorous care management, whether 

primarily for chronic disease patients. so that’s 

the biggest question on our mind as we await 

the CMs rules is just how are lives going to be 

assigned to your ACo and how is all of that going 

to work.

Boerner  A major factor will be the payment 

methodology. Everyone agrees there has to be 

some savings that goes back to the payer which 

in this case is the government. There also needs 

to be enough funding so that we can have staff in 

place to implement these cost-saving initiatives 

like managing care, analyzing readmissions and 

getting out to the homes. The structure has to be 

able to bear the additional cost that the account-

able care organizations will be taking on.  

HealTHleaDerS MeDia  one of the basic 

building blocks of an ACo is population health 

management, which is not something that most 

providers have developed deep expertise. How 

can hospitals and health systems begin to assess 

their capabilities there?

KnigHT  jim, I think absolutely the time has 

come that we have to do it.  If you look at what 

the IHI and Don Berwick, called the Triple Aim, 

the system has been focused on just two thirds of 

that Triple Aim: the providers and the patients. 

The third aim of population health has really kind 

of been off our radar. Most hospital systems like 

mine need to become healthcare systems.  We 

have not given much concern to that whole popu-

lation side of things. If we’re going to achieve 

these broad objectives, particularly cost control, 

you’ve got to look at things from a population 

basis and we absolutely have to develop the 

capabilities to do that. 

Having trouble  
viewing? Click here.
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caneDy  We started that journey over 10 years 

ago to look at a systematic approach on how 

you manage the health of a population and then 

monitor the costs of that population. We formed 

an organization called SimplyWell. We’re with 

120 businesses now and I can tell you that risk 

is definitely tied to cost. If you decrease risks, 

the costs go down. If you identify risk before 

it becomes disease, it’s much less expensive to 

manage. If you identify disease early, it’s much 

less expensive to manage. our own employees at 

Nebraska Medical Center are one example. They 

have incentives of $500 for people to partici-

pate and improve their health. Their healthcare 

costs have increased 5% cumulatively over the 

last five years. so they spend about $4.3 mil-

lion less than their competitors. We did a pilot 

in the last six months where we partnered with 

a business where the risk is identified through 

the screening. The patient is referred to a medi-

cal home with dedicated hours. It’s basically 

a virtual on-site clinic. The first six months we 

drove 700 people into the clinic, 8% had never 

seen a doctor in their life and the average age of 

that population was about 45. It decreased the 

ER utilization by $33,000. We identified things 

early and they got the least costly 

most effective care.

SKea  We shouldn’t be surprised 

that there hasn’t been widespread 

success up until this point because 

there’s been no appropriate finan-

cial incentive for managing popula-

tion health. But that will be a neces-

sary skill set to be a successful ACo. 

so one of the big concerns a lot of 

hospital C-suite executives have is 

that they don’t have that competency in popula-

tion health management right now. How do they 

develop that? Is it an in-house competency? Do 

they have to outsource it?  How are they going to 

manage it because that is something that they 

have not had to do up until this point? Yet it’s 

going to be critical to their success going forward.  

Nancy’s point, I think, is absolutely critical. If it’s 

just about cutting costs to the point where there’s 

no investment back in the infrastructure for 

population management, then you’re never going 

to develop the infrastructure and competency 

because you won’t have the resources.

HealTHleaDerS MeDia  What are some of 

the more important discussions you have had 

with physicians about changing the way you 

approach population health?

Boerner  We know that our physicians don’t 

quite view this the same way we’re viewing it 

because to them it appears to be more work to 

begin to manage population health at this point.  

I really think that that the way one will man-

age population health is through the physician 

in the office. Patients look to their physician for 

guidance, not a hospital or an ACo or a health 

plan. It really comes down to the local interac-

tion with that doctor they know and trust. I do 

think the incentives are lining up to help doctors 

get engaged. The incentives for patients are the 

question mark for me because unless patients 
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— James Canedy, Md
The Nebraska Medical Center and

Accountable Care Alliance

“If you decrease risks, 
the costs go down. If 
you identify risk before 
it becomes disease, it’s 
much less expensive to 
manage.”
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feel that this is something they’re willing to 

participate in, we’re going to be creating a lot of 

things that the end user, the patient, isn’t really 

going to take advantage of.

KnigHT  You’ve got to put that face on this. 

You’ve got diabetic patients who have care 

managers—nameless, faceless, voices calling 

them on the phone, often times from out of state 

attempting to manage the care of their diabetes, 

and paid for by the insurers.  Imagine if the insur-

ers and providers came together and now you’ve 

got a real person, a real partnership where that 

care manager is an extension of your actual phy-

sician, how much more effective would that be?

HealTHleaDerS MeDia  one of the most 

significant infrastructure pieces of an ACo is 

the electronic medi-

cal record. It’s the 

foundation for iden-

tifying gaps in care, 

for housing data 

that will be used to 

guide physicians. 

Have you been able 

to sync up, if at all, 

your IT journey 

with your ACo journeys? 

caneDy  It’s a challenge because we have a lot 

of different groups coming together: two health 

systems, an academic practice plan, independent 

physicians and health system employed popula-

tion. And it’s not hard to believe that they’re all 

on different systems. so we are fortunate we 

have the Nebraska Health Information Exchange 

so we can pull data from any health system in 

the state. Most hospitals are enrolled in this, so 

we have access to data but right now we don’t 

have that information free flowing into the physi-

cians’ electronic medical record. We don’t have 

a standardized data query. We’ve created one, 

and all of the private physicians have an option 

to go into what we call an alignment project 

where there are stark-deferred funds available if 

they will choose an electronic medical record, do 

leadership training in what we’re talking about 

today and also go through NCQA qualifications if 

you’re a primary care physician. so there’s money 

available.  We’re transitioning about 250 doctors 

into that process. All of that data comes out but 

then how do you match that data with the other 

system data. so there are processes in place but 

it’s a tough expensive, expensive model.  

SKea  Clearly, health IT is the backbone, the 

enabler to an ACo. There won’t be success 

unless information is free flowing between all 

entities. What we’ve heard is that it is critical to 

have one system within the organization. Health 

Information Exchanges (HIE) are critical but not 

every market has one, and I think that’s going 

to be a significant hurdle for many markets. one 

of the challenges is that patients’ cost and their 

care will be counted regardless of whether they 

receive in-network or out-of-network care. so if 

you’ve got patients who go outside the network 

to receive care, outside of your IT framework, it 

will be critical to get that out-of-network infor-

mation as quickly as possible, making it interop-

erable and managing it in the most cost effective 

way and in the most timely manner.  

Boerner  In a managed care system with 

referrals we know where the patient is headed 

before the cost is incurred and that gives our 

care management infrastructure a chance to 

help.  In this system where choice will still be 

present, waiting for claims information—even 

if it’s timely claims information—is a bit too 

late. We’re looking at an idea of having a care 

navigator that is an extension of the office prac-
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tice to really be an adjunct to help the patient 

when something happens that we know could 

use some additional coordination because in 

this population that’s really the challenge for us. 

Now we’re trying to figure out how we can get 

involved with the information even before the 

claim hits.  

Boerner  In a managed care system with refer-

rals we know where the patient is headed before 

the cost is incurred and that gives our care man-

agement infrastructure a chance to help.  In this 

system where choice will still be present, waiting 

for claims information—even if it’s timely claims 

information—is a bit too late. We’re looking at an 

idea of having a care navigator that’s an exten-

sion of the office practice, whose role is to be an 

adjunct to help coordinate the care for the patient 

when something acute happens. We’re trying 

to figure out how we can get involved with the 

patient before the claim hits.  

HealTHleaDerS MeDia  ACos could flip the 

paradigm for how the typical physician practices 

day to day, to get out of the hamster wheel that 

can be fee-for-service medicine. Is that a change 

that your physicians are embracing? 

KnigHT  Absolutely. I believe that there is a 

large, large segment of the medical community 

out there of physician practitioners who are 

totally dissatisfied with the practice environ-

ment that the fee for service reimbursement 

system has pushed them into. And that if you tap 

into that zeitgeist, you can use the hope of the 

accountable care model as a way to lure physi-

cians into working with you to develop some-

thing that will give them a much more satisfac-

tory work life. The incentives are so perverse in 

terms of what I as a practitioner am incented to 

do. For instance, I just don’t think that ordering a 

bunch of high cost imaging studies in my special-

ty of internal medicine helps people a lot but yet 

that’s what the system wants to pay me to do.  

so if you could truly create a system where you 

get reimbursed for trying to improve quality and  

trying to do that in the most efficient manner 

possible, what a better way to practice medicine! 

Boerner  I think in theory the model could be 

very successful. our physicians really are strug-

gling with seeing the reality of how it’s going to 

work for them because the details are still fuzzy. 

For example, how a medical home would help 

them practice more effectively and efficiently 

isn’t tangible.  They understand the concept in 

theory, but the reality is that the reimbursement 

model hasn’t caught up with that concept, so they 

struggle with moving forward.  so we’re caught 

in explaining an idea that makes sense in concept 

and yet isn’t reality.  How they will pay their over-

head and get home before 7 P.M. every night is 

something that we struggle with when trying to 

make the medical home concept real for them.  

BreHM  When you get past the anxiety and 

concern that physicians have over just the uncer-

tainty of the future, there’s great support from 

physician leadership that the fee-for-service 

model of today needs to be changed. There is 
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— Ellis M. “Mac” knight, Md
Palmetto Health

“If you could truly create a 
system where you get reim-
bursed for trying to improve 
quality and trying to do that 
in the most efficient manner 
possible, what a better way 
to practice medicine!”
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great support for leadership to go out and work 

with the payer community to change the eco-

nomic model, to change the incentives and we’re 

finding great support to work on care manage-

ment processes and really accept the over arch-

ing population care management responsibility, 

kind of pull that back from the payers where 

the model hasn’t worked. That enthusiasm is 

tempered with a lot of anxiety just over all the 

change that’s occurring at once and the uncer-

tainty of the payment system.  

caneDy  Most physicians intrinsically want to do 

the right thing but they need a road map. And so 

we’ve created processes, and I’ll use orthopedics 

as an example, where we wanted to standard-

ize the care for total joint. We got a small group 

together to look at national best standards, inter-

national best stan-

dards, compare best 

standards within the 

two organizations and 

lay out a platform. The 

next step is opening it 

up for comment. And 

then a voluntary com-

pliance period where 

we said this is the standard we would like you to 

follow. You work the back side of it to make sure 

you’ve got the majority of your docs doing that. 

And then we measure that group against people 

who are not following standard. You are invited 

then at that point to join the standard based on 

your data and at some point there’s going to be a 

hammer where you’ve got—in the ACo, if you are 

contracting with a group and you choose not to 

use best practice and evidence-based medicine, 

you probably will not be invited into contracts. 

But that’s the process we’ve chosen. We’re not 

very deep into it but it’s been fairly well accepted 

and, you know, with any population I think, let’s 

say 10% get on board right away, 80% watch and 

will get on at a later time and you’ve got 10% that 

are just never going to participate.  And that’s the 

group that you may have to say good-bye to. We 

have not traditionally done that in medicine.    

KnigHT  The whole term “accountable care” 

is something that scares a lot of physicians. We 

haven’t done a very good job of holding each 

other accountable for providing care of the high-

est quality and some physicians say, well, gosh, 

I’m not sure I really want to be in an organization 

that actually does that.  

HealTHleaDerS MeDia  What’s been 

interesting in this notion of how tightly the  

industry is looking to integrate…again.  How do 

you look at the structural and governance models 

that you’re going to use?  Are the steps you are 

taking toward being an ACo leading your health 

systems down the path to being an IDs?

KnigHT  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. And unfortunately, a commu-

nity like ours in a system like Palmetto Health 

doesn’t have the luxury of spending 100 years 

or even probably five years to try to become a 

clinic-model system. You have to start with what 

you’ve got and I tell people that while we are 

back in the physician employment business and 

in five years we may have lots and lots of doctors 

employed, I think 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’s inclusive of physi-

cians who are employed, independent private 

practitioners and members of the medical school 

faculty that we’re aligned with.

Having trouble  
viewing? Click here.
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BreHM  our traditional governance of our PHos 

has been all-inclusive with a mix of employed 

and independent practitioners. The market 

dynamics are driving more formal integration 

today where five years ago the approach was 

more the health system approaching the physi-

cian group. I think some of the economics and 

the uncertainty is driving a number of specialty 

groups now to determine if employment is right 

for them. I think full integration will evolve and 

become more of the experience. We have looked 

at the Geisinger model quite a bit because they 

work with employed and contracted physicians 

through their health system and their health 

plan. overall their experience is that the cost is 

lower through their employer primary care divi-

sion as opposed to their independent contracted 

primary care physicians. 

caneDy  Very shortly I think there’s going to 

be three physician populations. The ones that 

are employed and aligned; many of our younger 

doctors want that. The second group is non-

employed but aligned—meaning they follow the 

process, they follow the protocol, and they’re 

within standards of care. Then there are the non-

aligned, non-employed group and I think that 

group is going to shrink. I just don’t think there’s 

any room left anymore for not managing process 

and cost.

Boerner  Monarch began employing physi-

cians about five years ago as hospitalists and has 

recently expanded the group to include office-

based practices—and then the ACo model hit 

the scene. We don’t anticipate going down the 

path of employment to integrate. We’re called 

an independent practice association and so we 

do believe in the independent practice model 

where physicians are allowed to be independent 

within their office setting. There can be a role 

for an employment model but I still think that 

the ACo gives us an alignment strategy that 

can allow doctors to remain independent prac-

titioners. There is always going to be doctors 

who don’t want to be employed and we need to 

figure out the system in which to engage them. 

That’s one of the reasons why our medical group 

was chosen for this pilot because we are not an 

integrated system and we need to try and figure 

out through the Brookings/Dartmouth pilot how 

to align independent practices to provide higher 

quality care at a lower cost. 

SKea  I agree that you have to divorce the con-

cepts of integration and alignment. They are two 

separate things. Varying levels of integration can 

occur through several different models, employ-

ment being just one of those. Integration in and 

of itself is not sufficient. Alignment is absolutely 

essential. Alignment is critical in terms of the 

integration model, which can vary.  Every sys-

tem and every market is going to have a slightly 

different integration model. Physician appetite 

is going to be different, and the resources will 

vary—all those variables are going to factor into 

decisions about integration. But there still has to 

be an alignment of incentives around efficiency, D
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s

— warren Skea, Phd 
PricewaterhouseCoopers

“Integration in and of 
itself is not sufficient. 
Alignment is absolutely 
essential. Alignment 
is critical in terms of 
the integration model, 
which can vary.”
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quality and all the other performance goals that 

fit under that umbrella of an ACo.

HealTHleaDerS MeDia  It’s difficult enough 

to talk to physicians about the changes that 

will be required, but payers are another matter 

entirely. Have any of you been able to engage 

in more than preliminary talks with payers or 

employers? Is there urgency for change?

BreHM  It’s imperative to have those discus-

sions and I think we’re at a point with our payer 

relationships where honesty is the best policy. 

And so if the health system steps up and identi-

fies that to the payers, that the current fee for 

service payment system, the current economic 

model is at the end of the day our biggest risk, 

then we have to transform our care delivery 

systems.  If we’re 

able and willing to 

have those frank 

discussions, there’s 

a lot better ability 

to move that train 

forward quickly. 

There has also 

been an assist from 

healthcare reform 

with the medical loss ratio regulations that the 

payers now face. so there are game changers 

in the new law for everybody, physicians, health 

systems and the payers. To me that really gives 

us the point in time for those relationships to 

change, especially between health systems and 

the payer community.  

caneDy  The door is wide open with self-

insured employers because they are feeling the 

pain and every year they have to write a check 

that’s deeper and deeper. Healthcare costs 

come right off their bottom line. You can’t eat it, 

wear it, export it, sell it; it’s just costs that they 

can’t put back into their company. And so their 

antenna is up. The other door that’s open is with 

the brokers because they’re tired of going in 

every year and saying your costs are going to go 

up 15%.  so they’re very engaged and ready to 

work.  The large carriers, some of them are look-

ing at their own internal strategy but I also think, 

due to some of the shifting economics for them, 

they’re willing to listen.  

KnigHT  I like to look at what I call the “Four 

P Process” and the first three Ps are patients, 

providers and payers. The imperative is not going 

away. We absolutely can no longer tolerate the 

substandard quality of care that is produced in 

our healthcare. I read the other day that again 

the IHI is saying that still 1 out of 7 patients 

admitted to hospitals gets harmed and that’s 

intolerable in a nation like ours. And secondly and 

perhaps even more acute right now, we cannot 

tolerate the escalation in cost that’s inherent in 

the current model. so unless the first three of 

those four Ps, the payers, providers and patients 

come together and figure out some way to 

address the imperatives to improve quality and 

reduce cost, the fourth P, the politicians, will step 

in and do it for us and it won’t be pretty.  

SKea  Most of our clients across the health indus-

tries, including hospital executives, know that 

if we don’t get proactive about cost reduction, 

Draconian cuts are going to be imposed upon us.  

so we better be able to figure this out and have 

open discussion with those payers.  If you don’t, 

you could be a casualty. Even if you aren’t or can’t 

get up and going as an ACo immediately, you  

better be having those discussions, thinking strate-

gically about the future direction of your business, 

and preparing to put that infrastructure in place 

so that you can begin to make the transformation-

al changes needed to succeed in an ACo.

Having trouble  
viewing? Click here.
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