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Ø Review the rise in healthcare costs 
 

Ø Provide a view of healthcare costs and trends today 
 

Ø Describe the responses to those trends 
 

Ø Parallels between impact of changes in physician 
practices and physical therapy 



Ø Continued increased cost 
 

Ø Concern for quality 
 

Ø Patient engagement in care 
 

Ø Patient demand for service 
 

Ø Demand for “value” 
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Haven’t We Done This Before? 

1990’s Era Managed Care 
(Insurance Driven) 

Economics 
Discounts 

Withholds: Paid for cost decrease 

Management 

Lower Utilization Restriction 

Prevention 

Patients Enroll and then Gatekeeper 

Market 
Booming Economy 

Limited Informatics: Beginning of 
Chronic Disease Registries   
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Haven’t We Done This Before? 

1990’s Era 
Insurance Driven 

ACA-Era 
Provider Driven 

Economics 
Discounts Contracts at Current Price 

Withholds Incentives 

Management 

Lower Utilization Appropriate Utilization 

Prevention Management of Chronic Disease 

Patients Enroll and then Gatekeeper Attribution/Relationships and then 
Coordination 

Market 
Booming Economy Recession 

Limited Informatics Robust Informatics 



Ø Improve healthcare coverage 
 

Ø Decrease costs 
 

Ø Improve quality 







›  “Groups of providers of services and suppliers…
may work together to manage and coordinate 
care for Medicare fee-for-service beneficiaries 
through an accountable care organization.” 



Ø  Be	  willing	  to	  become	  accountable	  for	  the	  quality,	  cost	  and	  overall	  care	  of	  the	  
Medicare	  fee-‐for-‐service	  beneficiaries	  assigned	  to	  it	  

Ø  Have	  a	  sufficient	  number	  of	  primary	  care	  prac??oners	  to	  care	  for	  the	  number	  of	  
Medicare	  beneficiaries	  assigned	  to	  it	  (minimum	  5,000)	  

Ø  Have	  a	  leadership	  and	  management	  structure	  that	  includes	  clinical	  and	  
administra?ve	  systems	  	  

Ø  Define	  processes	  to	  promote	  evidence-‐based	  medicine	  and	  pa?ent	  engagement,	  
report	  on	  quality	  and	  cost	  measures,	  and	  coordinate	  care,	  “such	  as	  through	  the	  use	  
of	  telehealth,	  remote	  pa?ent	  monitoring	  and	  other	  such	  enabling	  technologies”	  

Ø  Demonstrate	  that	  it	  meets	  “pa?ent-‐centeredness”	  criteria	  specified	  by	  HHS,	  such	  as	  
the	  use	  of	  pa?ent	  and	  caregiver	  assessments	  or	  the	  use	  of	  individualized	  care	  plans	  

Accountable Care Organization (ACO) 



Ø  Submit measurement data as required by HHS for the evaluation of the 
quality of care furnished by the ACO; such data may include transitions 
across health care settings, including hospital discharge planning and 
post-hospital discharge follow-up by ACO professionals 
 

Ø  Achieve the quality performance standards established by HHS. 
Beneficiaries are assigned to an ACO after the performance year based 
on each beneficiary’s use of ACO primary care physicians (general and 
family practice, internal and geriatric medicine).  Patient visits to RHCs 
and FQHCs are not counted in the assignment of beneficiary      
 

Ø  ACO providers must notify all Medicare beneficiaries that the provider is 
in an ACO. Beneficiaries may see any Medicare provider, not just ACO 
providers 
 

Ø  ACO and ACO providers may not limit beneficiaries’ utilization of non-
ACO providers 

Accountable Care Organization (ACO) 



Accountable Care Organization 
(ACO) 

Quality Measures 
Ø ACO	  must	  report	  on	  65	  quality	  measures	  in	  five	  
domains:	  

Ø pa?ent	  experience	  
Ø care	  coordina?on	  
Ø pa?ent	  safety	  
Ø preven?ve	  health	  
Ø at-‐risk	  popula?ons/frail	  elderly	  health	  	  

Ø Scoring	  	  on	  quality	  measures	  impacts	  eligibility	  for	  
and	  amount	  of	  shared	  savings	  and	  losses.	  



1) Define Value 
a) Value = Quality/cost   (Value = [Quality + 

Service]/Cost 
2) Define quality 

a) Population management rather than individual 
management 

b) Prevention vs treatment 
3) Payment models and challenges for clinical 

practices 



Ø 31 percent of Medicare enrollees are in Medicare 
Advantage  
Ø (“MA”) Plans; total enrollment grew by 7 percent between 

2014-2015 
Ø 54 percent of new MA plans in the last 4 years were sponsored by 

a provider organization 

Ø There are 744 ACOs nationwide; 423 Medicare ACOs 
Ø 23.5 million covered ACO lives (7.8 million Medicare) 

Ø 132 different payers have entered into at least one ACO 
contract (up from 51 in 2012) 

Ø HHS wants 50 percent of fee-for-service (“FFS”) plans in 
Alternative Payment Models by 2018 



Types of Organizations Taking Risk 

Partnerships 
Drive 
Success and 
Sustainability 

Clinically Integrated Networks of Hospitals and Physicians 

Region 
CIN/ACO 

Region 
CIN/ACO 

Region 
CIN/ACO 

CIN 
Infrastructure 

CI 
Network 

Physicians Physicians Physicians 

Regional CIN 



Source: Mark Farrah and Associates, 2015. Note, enrollment may be counted in multiple products, therefore inflating total enrollment. 
Note: The current uninsured rate is estimated at 11.9% of the US Adult population, Gallup, 2015 

Health Insurance Coverage by Type 
Each Organization’s Mix May Look Different 



“Risk” Models Come in Many Flavors 

“Riskometer” 
Fee-for-Service Episode of Care Population Risk 

BREADTH OF RISK 

Pay-for-Reporting 

Discounted Fee Schedule 

Percent of Charges 

Full Charges 

Bundled Payment 
90 Days 
Bundled Payment 
30/60 Days 

“Shared Savings” 
Per Episode (e.g., Oncology) 
Case Rate or DRG 

Full/Global Risk 

ACO or Shared Savings – 
Upside and Downside 

ACO or Shared Savings– Up- 
side Only 

Case Management Fee Plus 
Incentive (e.g., PCMH) 

Professional OR Institutional 
Capitation 

„ Cost Per Unit 
„ Market Price Sensitivity 
„ Volume 
„ Billing/Coding 
„ Patient Satisfaction 

„ Per Episode and Per Unit 
„ Case Volume 

Cost 

„ Care Coordination Across 
Continuum 
„ Physician Engagement 
„ Adherence to Protocols 
„ Quality/Experience Outcomes 

„ Covered Population Size 
„ Patient Attribution 
„ Total Cost of Care and Risk 
Adjusters 
„ Care Redesign Across Continuum 
„ Patient and Physician Engagement 
„ Quality/Experience Outcomes 
„ Multi-year Agreements + Reserves 

Critical 
Success 
Factors 

Low 

High 

Pay-for-Performance 

Pay-for-Performance + Cost 
Management Incentive 

Prospective Payment 

Retrospective Payment 



Population Risk 
Today’s Focus is on the “Higher Risk” Models 
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Shared Savings: Upside Only 



Shared Savings: Upside and Down Side 



1)  How will this affect PT practices 

a) Private insurers will follow Medicare/CMS 

b)  Increased scrutiny of services  (MSI/eviCore) 

c) Risk 

d) Outcomes 

2)  What are the future strategies? 

a)   Enter into ACO type arrangement 

b)  Inpatient vs. outpatient focus 

3)  Time with patients 

a)  Time is not a measure of quality 

b) Can be unlimited if you are willing to be paid less 

c)  Time/visit management 

d) Appropriate use of assistants/aides 



1) You will need: 

a) To be data driven 

b) To get follow up data on your patients 

c) To mine EMR data 

d) Develop opportunities for Cooperation/Collaboration 

2) Marketing strategies will need to change 



1.  The impact of research and outcomes cannot be 
underestimated 

2.  We did a study in1997 on back pain, PT, MRI and surgery. 

1.  PT evaluation prior to MRI.  Three visits allotted. 

2.  $2M yearly savings  

3.  Study changed the referral patterns and expected visits/
durations 

4.  Narrow networks based on value will be the future  


