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Can Two Separate
Health Systems
Make One Good ACO?

In the advent of healthcare reform, competing healthcare systems decided
to team up to improve cost reduction and patient quality under an ACO.
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or years, The Nebraska Medical Center and the Methodist
F Health System competed in the Omaha region. But they
found common ground: coordinated training by University

of Nebraska Medical Center (UNMC) physicians.

And it foreshadowed the evolving teamwork ahead. Knowing
they had the framework for a cooperative relationship, the lead-
ers of both systems decided there was fertile ground to create an
Accountable Care Organization (ACO) to improve quality, coordina-
tion, and reduce costs.

"It took the two CFOs to sit down and be supportive of this
whole thing,” says Ken Klaasmeyer, vice president of the Methodist
Health System and president of Methodist Health Partners. Top
officials from both hospitals had reviewed the ACO concept and

!IBreaI<cﬁ“F6‘Ei§hs 19

believed that it was a proper approach to take, adds Klaasmeyer.

Linda Burt, MHS, CFO and vice president of finance and CFO
of the Methodist Health System, acknowledged that cooperative
agreements involving physicians on staff in the past set the stage
for the ACO partnership. A lot of physicians have been on staff at
both places, so there's quite a lot of commonality,” Burt says. “There
was knowledge of each other and that helped a lot.”

The Nebraska Medical Center is the teaching hospital for the
University of Nebraska Medical Center. The 624-bed-licensed
academic medical center specializes in organ and bone marrow
transplantation, oncology, neurology, and cardiology. The system is
also involved in partnership with the UNMC Physicians, Paramount
Independent Practice Association, the Nebraska Orthopaedic
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Hospital, and the Bellevue Medical Center.

The Methodist Health System is comprised of the Nebraska
Methodist Hospital and the Nebraska Methodist College. In February
2010, The Nebraska Medical Center and Methodist Health System,
both non-profits, announced they would come together along with
their physicians to create an ACO, the first effort by two competing
hospitals to join together under what they called the Accountable
Care Alliance (ACA). The idea is to split expenses between public
and private payers, and recoup savings by better managing costs. It
is recruiting patients and physicians under the plan with a focus on
the medical home model of care coordination. The two non-profit
hospitals formed a for-profit limited liability company to formalize
the structure.

In establishing the ACO, The Nebraska Medical Center and
Methodist Health System established procedures to review read-
mission processes and discuss improvements and develop best prac-
tices. The Nebraska Medical Center and Methodist are also evaluat-
ing each other’s clinical programs and seek to make improvements
based on each other's achievements, according to Klaasmeyer, a
consultant for the Accountable Care Alliance.

James Canedy, MD, an orthopedic surgeon and board member
for The Nebraska Medical Center and the ACA, says the two sys-
tems have worked diligently to overcome challenges that an ACO
partnership brings, as well as the fact that the two hospitals have
competed in the same area.

Specifically, the hospitals are targeting development of a medi-
cal home for primary care with appropriate and correct quality
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“We took the best of each system. We
look at the whole continuum. It’s all
about process management.”

James Canedy, MD, orthopedic surgeon and board member,
The Nebraska Medical Center and the Accountable Care Alliance

metrics that would benefit both organizations, Canedy says. Under
the ACO arrangement, the hospitals’ focus also includes proposals
for fewer patient days in inpatient settings; a reduction of duplica-
tive services; limits on unnecessary tests; and overall better man-
agement of patient care.

The ACA needs to recruit members of each hospital's medical
staff and eventually patients in the medical home plan, according to
Burt. "When we're ready we will go out to our physician groups that
are members of the two organizations and ask them if they want to
participate,” says Burt. "If they choose to participate then they are
agreeing to utilize the clinical protocols that we are developing with
the ACO,"” Burt says. "There was an acknowledgment early on that
the only way we could work together is if we had clinical integration.”

Bill Dinsmoor, CFO for The Nebraska Medical Center, says he's
optimistic for physician involvement in the proposed ACO, not-
ing both The Nebraska Medical Center and the Methodist Health
System have a "common culture, which is extremely important
because it's really about the physicians.”
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"We have a lot of similar physicians,” Dinsmoor adds. "As INCREASE IN HEALTHCARE COSTS
you look together, if you're looking at more of a comprehensive The result is that average Nebraska Medical Center participant cost
approach to managing and delivering care, I think we fit fairly well ~ ($6,459) is 20 percent below the national average ($8,174).
together, the parts and pieces that we both have.” TNMC Participant vs. National Average

The hospitals are working out a payment structure; "“We're in $8500 =

that realm right at the moment,” says Canedy. "If we go to bundled  ¢g 000 |—
payments, then the docs that do the best job will be reimbursed the
best, but that's to be determined.” $7500

The hospitals believe that, under the ACO planning, they can $7000 =

create a system to not only manage someone’s iliness, but to ensure  $6,500 —

that the patient stays healthy for a long time. $6000 |
For a diabetes patient, for instance, this system could mean a
James Canedy, MD, ) A $5,500 —
orthopedic surgeon and daily phone call or text after the patient is discharged from the hos-
board member, pital to make sure the patient is taking his or her medications and $5,000 —
The Nebraska Medical L .
Center and the monitoring blood levels. It could also mean making sure that the $4.500 |—
Accountable Care Alliance patient has a complete and accurate list of prescribed medications
Having trouble listening? : $4,000 1 1 1
Clickhere and transportation. 2004 2005 2006 2007 2008
Quality improvements and comparisons are being measured @ TNMC Participants @ National Average
through data reviews, Canedy says. "What we've done is put togeth-
er common quality programs that exist between the two institu- 5 Year 5 Year
tions,” Canedy says. "What I've seen in the past and what we hope o o
ions, .
| i | . 4% 28%
to do is compare an individual's data; for instance, my orthopedic
surgical outcome data against the other orthopedic surgeons. They @

Average Cost Average Cost
the best that I can, so if I'm an outlier I'm going to do everything I

$6,459 $8,174
can to learn to move in the correct direction and either reduce risk

o Source: The Nebraska Medical Center.
or cost or whatever that outlier is.

will be blinded. T will tell you as a surgeon, I'm very motivated to be z. Natmnal %‘ National
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Linda Burt,
CFO and vice president,
Methodist Health System

Having trouble listening?
Click here.
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In putting the project together, the hospitals formed a 12-member governing
board, split evenly with representatives from The Nebraska Medical Center and
Methodist. The board is comprised of six representatives, mostly physicians,
from each hospital system. They also include each system's CFO. The physicians
include both faculty physicians from UNMC and independent physicians from
both hospitals.

"We took the best of each system,” says Canedy. "We look at the whole
continuum.” By working collaboratively, "you have to give up control to get con-
trol,” Canedy says, quoting The Nebraska Medical Center CFO Dinsmoor. "Bill
believes in this premise and it has been adopted by the ACA board. There are no
CEOs sitting on the board. They are very supportive and say, ‘Do your best’ and
report back.”

The two hospitals ensured that physicians would play key roles in the devel-
opment of the ACO structure because they have a significant role to play in its
development. "Those physicians have really embraced this opportunity and work
very well together,” Dinsmoor says.

The board oversees a number of committees, including a medical manage-
ment committee, which monitors the appropriateness of the quality of care
provided by the participating healthcare entities and physicians. It also will
make recommendations to the board involving utilization, scheduling, and overall
patient care. In addition, the committee will be responsible for issuing quality
guidelines and protocols for improving performance and health.

The medical management committee has focused on common clinical proto-
cols, such as total joint replacements, says Burt.

"We start doing comparisons and we start looking at what the best practice
is out there,” says Klaasmeyer. “We're looking at reducing the variability in our

Simply, a Better Way to
Controlling Costs

[+]
Clickimage to
visit SimplyWell
Web portal.

The Nebraska Medical Center implements
a health risk assessment program known as
SimplyWell for its own employees and more
than 33,000 people nationwide, serving at
least 200 employers in areas from banking to
agriculture. The wellness program has been
lauded within the hospital system itself,
helping to reduce costs for employer spon-
sored plans. While there has been a national
increase in expenses of up to 27.7% in costs
for employer sponsored health plans from
2004 through 2008, The Nebraska Medical
Center experienced an increase of only 4.2%.
Please visit www.simplywell.com/html/healthy/
index.html to learn more.
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James Canedy, MD,
orthopedic surgeon and
board member,

The Nebraska Medical
Center and the
Accountable Care Alliance
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DRGs [diagnosis-related group], which means that our outcomes
are going to improve and our costs are going to go down.”

"It's all about process management,” Canedy says. "So what
we're doing is a step at a time and looking at processes. We started
out and we looked at the variance in cost and there's a two-fold
variance in cost. We've looked at all of the standard order sets and
put the best of each of those order sets together for one standard.
And we've come to some really early conclusions. We need to do a
better job of the pre-operative assessment, so we've got a group
together to look at that.”

A major committee focus will be on reducing 30-day readmis-
sions, Klaasmeyer says. “If you look at our priorities right now, I
would say to get our readmissions within 30 days under control,”
he says. "You want to get some sort of gain sharing with the pay-
ers because you are cutting down on volume, and you want to take
advantage of the gain share.

The Nebraska Medical Center and Methodist Health System
established procedures to review readmission processes and discuss
improvements together and develop best practices. The Nebraska
Medical Center and Methodist are also evaluating each other’s clini-
cal programs, and seek to make improvements based on the other
healthcare system’s achievements, according to Klaasmeyer.

The Nebraska Medical Center has made inroads at reducing
the number of postoperative infections among patients, as well as
making innovations in wellness programs, Klaasmeyer says. In both
areas, Methodist can learn how to reproduce the medical center’s
outcomes and adopt those practices, he says.
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“When were ready, we will go out
to our physician groups that are
members of the two organizations
and ask them if they want to partici-
pate. If they choose to participate
then they are agreeing to utilize
the clinical protocols that we are
developing within the ACO.”

Linda Burt, CFO and vice president,
Methodist Health System

"Both are working to improve the health of their employees. The
(Nebraska) Medical Center is a bit ahead of us on that. They devel-
oped a wellness program over there and did a lot of research on
wellness,” Burt says. "The med center is probably further ahead of
us at this point, so we would follow and hopefully benefit.”

Over time, Klaasmeyer says, officials from both organizations
anticipate many changes and are looking forward to what the ACA
plan yields in days ahead.

"T've been in healthcare for 39 years,” he says. "These are the
most fun medical management meetings I have attended in 30
years." B
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