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Before the ink was dry on the 
proposed rule spelling out re­

quirements for accountable care 
organizations (ACOs) under the 
Medicare Shared Savings Program, 
the criticism began coming fast 
and furious, much of it claiming 
that the Centers for Medicare 
and Medicaid Services (CMS) had 
set the bar way too high. Com­
mon themes of the complaints 
from health care providers were 
the disadvantages of not knowing 
ahead of time which Medicare 
beneficiaries would be attributed 
to a particular ACO, the fear that 
the potential savings would be 
too low in relation to the needed 
investments, and the concern 
that the quality standards being 
set would be too tough.

For the many hospitals and 
physician groups throughout the 
country that have indicated that 
they plan to become ACOs, the 
proposed rule is a wake-up call: it 
suggests that CMS is serious about 
ensuring that the Shared Savings 
Program achieves a “three-part 
aim of better care for individuals, 
better health for populations, and 
lower growth in expenditures.”1 
Despite the ACO drumbeat that is 
building among health care pro­
viders, CMS’s expectations for the 
Shared Savings Program — which 
may also reflect its goals for the 
first year — are modest, with an 
expected 75 to 150 ACOs forming 
in the first 3 years to provide 
care for 1.5 million to 4 million 
beneficiaries.2

Experienced regulation watch­
ers perceive an unusual degree of 
willingness on the part of CMS to 
consider changes based on what 

will no doubt be voluminous stake­
holder comments arriving by the 
June 6 deadline. Although many 
comments may help point the way 
for the agency to achieve its triple 
aim in a more workable manner, 
CMS shouldn’t be too quick to 
lower the ACO bar too far: the 
initial ACO opportunity should 
not be for everybody.

The ACO model is a reaction to 
the failure of both fee-for-service 
payment, which offers incentives 
to provide excessive services but 
not to devote resources to manag­
ing chronic disease or coordinat­
ing care, and capitated payment, 
which offers providers incentives 
to stint on care and take on more 
financial risk than many can han­
dle. The ACO concept represents 
an attempt to control costs and 
improve the quality of care in ways 
that are more acceptable to pa­
tients and physicians than those 
associated with capitation. Built 
on a fee-for-service chassis, but 
with unrestricted patient choice, 
safeguards to prevent stinting on 
needed care, and quality stan­
dards, the Medicare Shared Sav­
ings Program attempts to avoid 
the pitfalls of capitation but still 
offer ACOs a financial upside if 
they reduce costs relative to a 
benchmark and report strong re­
sults on quality metrics.

One of the more controversial 
aspects of CMS’s proposed rule is 
its method of attributing benefi­
ciaries to ACOs. In an effort to 
promote more organized care de­
livery without interfering with 
beneficiaries’ choices of providers, 
CMS opted for retrospective attri­
bution: it will attribute beneficia­

ries on the basis of which primary 
care physician provided a plurality 
of their primary care services. Al­
though such retrospective attribu­
tion will be more accurate than 
attribution based on beneficiaries’ 
prior use, ACOs won’t know which 
beneficiaries they’re accountable 
for until at least 6 months after 
each year in a 3-year contract. 
CMS will, however, provide exten­
sive data on beneficiaries who 
would have been attributed to an 
ACO on the basis of previous 
claims. The agency hopes that 
ACOs will work to improve care 
for all Medicare beneficiaries, not 
only those attributed to the ACO, 
in which case the delay in attribu­
tion should not have major con­
sequences.

Also controversial is the pro­
posed system for sharing savings. 
Basing benchmarks on historical 
per-beneficiary costs means that 
ACOs that are already efficient 
will have to work harder to be­
come more efficient. This prob­
lem is eased by the fact that the 
yearly increase in the benchmark 
will be a nationally uniform dol­
lar amount per beneficiary. Setting 
a benchmark on the basis of an 
ACO’s historical costs is the only 
fiscally responsible way to conduct 
a voluntary program, and CMS 
should place a higher priority on 
getting inefficient organizations 
into this program than on attract­
ing ones that are already efficient. 
But if ACOs succeed and become 
a large part of the delivery system, 
evolution toward national or re­
gional benchmarks is inevitable, 
and already-efficient ACO provid­
ers will then get larger rewards.
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The proposed rule reflects a 
strong commitment to tying the 
quality of care to financial re­
wards. ACOs must report their 
results on 65 quality measures, 
grouped into five domains — pa­
tient and caregiver experience, care 
coordination, patient safety, pre­
ventive health, and health of at-risk 
and frail elderly populations. Al­
though claims data can provide in­
formation on some of these mea­
sures, ACOs will have to obtain 
information on others from med­
ical records or surveys — a highly 
expensive proposition, at least for 
some. CMS needs to focus on 
“value” in quality measurement as 
well as in care. The agency has 
made it clear that quality mea­
surement will evolve over the life 
of ACO contracts, but this propo­
sition increases the degree of risk 
for ACOs; it would be better for 
CMS to commit to stability over 
the duration of a contract. After 
all, there will be additional con­
tracts down the road that can 
incorporate advances in quality 
measurement.

The other side of the coin, 
however, is a real risk that the 
bar is set so high that too few 
ACOs will apply. Noting the sub­

stantial investments required for 
ACOs to improve care delivery, 
some have concluded that the 
prospects for earning an accept­
able return on investment are 
small and that CMS may have 
been too ambitious in trying to 
generate large savings in what is, 
in essence, a voluntary demon­
stration.3 But providers should 
consider ACOs as more than a 
short-term business opportunity. 
The shift from volume-driven to 
value-driven payment is inevita­
ble, and getting limited shared 
savings while embarking on the 
needed investments to build the 
infrastructure and relationships 
for improving delivery is better 
than getting no rewards under 
the fee-for-service system. It may 
be better to spend now in order to 
save later and avoid the conse­
quences of the inevitable ratchet­
ing down of fee-for-service rates.

Clearly, much is at stake. As the 
country’s single largest purchaser 
of care, Medicare has the potential 
to push care delivery in a new di­
rection. Interest in ACOs is so high 
that many would-be ACOs prob­
ably aren’t ready for prime time. 
CMS is right to set the bar relatively 
high to keep its management chal­

lenge within its abilities (could the 
agency really manage 1000 ACO 
contracts?) and reduce the risk of 
financial or quality-of-care disas­
ters that undermine support for the 
ACO concept. But getting too few 
participants is also a risk, and 
CMS clearly already recognizes 
that substantial changes are need­
ed. Sometimes in Washington you 
only get one chance.
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Today, approximately 1.4 bil­
lion people in the world live 

in extreme poverty, with incomes 
so low that they cannot fill their 
basic needs. In 2000, when eight 
Millennium Development Goals 
(MDGs) were set to guide efforts 
to combat various dimensions of 
extreme poverty, a specific call 

was made in the sixth MDG “to 
combat HIV/AIDS, malaria, and 
other diseases.” In response, new 
financing and delivery mecha­
nisms for disease control were 
introduced through the Global 
Fund to Fight AIDS, Tuberculosis, 
and Malaria, as well as the U.S. 
President’s Malaria Initiative (PMI) 

and the President’s Emergency 
Plan for AIDS Relief (PEPFAR). 
To date, approximately $20 billion 
has been committed to the Global 
Fund, $32 billion to PEPFAR, and 
$1 billion to PMI. Many billions 
of additional dollars are prom­
ised through 2014. This level of 
support for antiretroviral drugs, 
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