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Background Information
• Introduced	in	PPACA	encouraging	doctors,	hospitals	and	other	health	care	
providers	to	form	networks	that	coordinate	patient	care	and	become	
eligible	for	bonuses	when	they	deliver	that	care	more	efficiently.
• A	2015	report	counted	more	than	700	such	organizations
• Medicare	Shared	Savings	Programs	were	at	the	core	of	this	effort
• If	the	cost	of	care	is	less	than	the	“target”	cost	of	care,	the	ACO	earns	a	
bonus	payment	as	a	reward.
• Some	ACOs	achieve	the	goal,	others	don’t.
• Oftentimes	the	goals	are	tied	to	the	Triple	AIM.
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Why Measure?
• Generally	agreed	that	some	ACOs	do	better	than	others,	performance	
varies	among	ACOs,	and	we	need	to	know	why
• Improvement	tends	to	follow	measurement	(i.e.,	accountability)
• “Old	world”	reimbursement	is	fee-for-service.
• “New	world”	reimbursement	includes	incentives	for	improving	cost	
profile
• We	need	to	understand	who	is	performing	and	who	isn’t
• This	enables	ranking	of	ACOs	to	see	what	works	and	what	doesn’t	
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How Could You Measure?

• What’s	the	yardstick	we	can	use?		Is	there	one?		What	is	the	criteria	for	
measurement.
• One	approach	considers	the	Institute	for	Healthcare	Improvement’s	Triple	
Aim.		As	stated	on	the	Institute	for	Healthcare	Improvement	(IHI)	website:	
The	Triple	Aim	is	a	framework	developed	by	the	IHI	that	describes	an	
approach	to	optimizing	health	system	performance.	It	is	IHI’s	belief	that	
new	designs	must	be	developed	to	simultaneously	pursue	three	
dimensions,	which	we	call	the	“Triple	Aim”:
• Improving	the	patient	experience	of	care	(including	quality	and	satisfaction);
• Improving	the health	of populations;	and
• Reducing	the	per	capita	cost	of	health	care.
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How Could You Measure?
continued

• There	are	many	ways	programs	are	measured,	most	of	them	focused	
on	financial	aspects
• PMPM	cost	of	care
• Beating	a	targeted	trend	rate
• Out	performing	a	medical	loss	ratio

• Important	that	the	target	is	reasonable,	so	performance	against	that	
target	is	meaningful
• Geographic	differences,	network	differences,	scope	of	services	
differences	make	it	hard	to	compare	performance	unless	
appropriately	adjusted.
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How Could You Measure?
continued

• Risk	adjustment	is	critical:		higher	risk	profile	suggests	higher	costs,	
need	to	assure	apples	to	apples	comparisons.
• Attribution	is	often	required	since	patients	are	not	often	assigned	to	
providers	in	an	ACO	environment
• Attribution	analysis	needs	to	be	understood	before	relying	on	it
• Risk	scores	tend	to	be	lower	for	non-attributed	members	(healthy	people	
don’t	use	the	system	very	much)
• Last	year’s	attributed	members	are	different	than	this	year’s
• Need	to	be	careful	in	defining	what	the	target	is.
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How Could You Measure?
continued

• If	an	ACO	is	already	performing	well,	what	should	the	goal	or	target	
be?		Shouldn’t	high	performers	get	credit	for	their	hard	work?
• If	another	ACO	is	a	non-performer	it	will	be	easier	for	them	to	
improve	the	existing	high-performers.		How	should	performance	
measurement	consider	this?
• Three	levels	of	drill	down	measurement
• Level	1:		risk	adjusted	PMPM	comparisons	(i.e.,	the	“macro	economic”	view
• Level	2:		utilization	and	unit	cost	performance	(i.e.,	the	“micro”	view
• Level	3:		clinical	performance	information	(i.e.,	the	clinical	view)
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What is Best Practice ACO Performance 
Measurement?

• Begin	with	a	consistent	approach	that	applies	to	any	ACO	program
• Steps	in	process
• Capture	claims	and	eligibility	information	in	as	much	detail	as	possible
• Build	actuarial	cost	models	including	billed	and	allowed	payment	levels
• Attribute	the	population	for	as	many	data	periods	as	you	have	data
• Determine	risk	scores	on	a	per	member	basis	(e.g.,	PRGs,	CRGs,	DxCGs,	etc.)	
for	both	attributed	and	non-attributed	members
• Level	1	analysis:		Develop	risk	adjusted	PMPM	cost	of	care	in	total	and	by	
major	category	of	service
• Level	2	analysis:		Develop	risk	adjusted	utilization	and	unit	cost	analysis	
consistent	with	Level	1	PMPM	analysis	including	benchmark	comparisons
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Example of Attribution Analysis
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Example of poorly performing ACO
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Example of high performing ACO
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What is Best Practice ACO Performance 
Measurement? continued

• Level	3	analysis:		Develop	clinical	episode	of	care	analysis	for	comparison	
purposes.	
• Payors	should	complete	for	each	ACO	for	profiling	and	ranking	comparisons	
based	upon	normative	data
• ACOs	should	complete	for	their	own	program	and	compare	with	best	practice	
norms	to	determine	future	opportunity
• Breakdown	analysis	by	PCP	provider	and	all	related	costs	of	care	associated	
with	patients	attributed	to	each	PCP	provider,	complete	risk	adjustment	and	
compare	with	overall	performance	and/or	individual	PCPs.
• Complete	analysis	by	PCP	specialty	type
• Analyze	referral	patterns	and	relative	cost	of	care	for	specific	care	patterns
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What is Best Practice ACO Performance 
Measurement? continued

• Compare	both	unit	cost	performance	and	utilization	performance
• Develop	site	of	service	analysis	to	determine	whether	appropriate	location	is	
being	used	(i.e.,	free-standing	vs.	hospital	based)
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The Provider’s ACO Checklist 

• Is	my	ACO	incentive	model	fair	and	unbiased?
• Am	I	confident	that	my	physician	partners	(i.e.,	CIN	and	Medicare	
Groups)	have	the	ability	and	knowledge	to	effectively	reduce	
utilization	and	cost?
• Do	I	have	confidence	that	my	ACO	has	the	ability	to	use	data	and	
health	care	analytics	to	identify	opportunities	to	reduce	cost	of	care
• Do	I	have	the	confidence	that	we	are	getting	the	market	share	shift	
we	expected	or	were	promised?
• What	is	the	end	goal	or	expectation	of	having	this	ACO	arrangement?		
Are	we	meeting	it?		Why	or	why	not?
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The Health Plan’s ACO Checklist
• Why	do	I	have	an	arrangement	with	this	ACO?	(e.g.,	better	performer	
vs.	they	were	willing)
• Which	ACOs	are	succeeding?		Which	ones	are	failing?		Why?		What	
distinguishes	this	performance?
• What	has	been	the	impact	on	cost	of	care?
• Have	costs	been	contained?	
• Have	we	bent	the	trend?
• How	do	costs	compare	to	other	programs	or	competitors?

• What	has	been	the	direct	impact	on	membership	growth?

©	2017	Axene	Health	Partners,	LLC



“The Three Legged Stool”
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Q&A


