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Accountable Care Organizations: 
A Model for the Future

The Affordable Care Act (ACA) was signed into law by Pres-
ident Obama 5 years ago. Among the many components 
of  the ACA was an element focused on healthcare reform, 

under which, was the funding for accountable care organizations 
(ACOs).1 ACOs are all organized very differently, but the major at-
tributes include responsibility for the quality and costs of  care of  an 
assigned population.

One of  the major programs under the ACO framework spon-
sored by CMS was the Medicare Shared Savings Program (MSSP), 
which provided an opportunity for healthcare organizations to learn 
how to advance the ACO model.1 While there was considerable 
hope that ACOs would advance the value proposition of  improved 
quality of  care at lower cost, the results to date have not fully real-
ized the improvement in quality outcomes or the reduction in cost.2 

There are likely several reasons for these limitations, including ful-
ly engaging physicians, engaging participants, and connecting physi-
cians and participants adequately through information technology, 
as well as unknown and highly variable compensation mechanisms 
that fail to justify a behavioral change by physicians, and temporal 
separation between the requested behavioral change by the physician 
and any potential payment. In addition, the ACO concept is fun-
damentally at risk of  not achieving its outcomes as long as payers, 
and not ACOs, remain responsible for distributing the payments to 
providers and health systems.

This manuscript describes a structural alternative that builds upon 
the vision of  the ACO, positions it centrally in the healthcare ex-
perience, and overcomes current limitations in delivering care. In 
northern Nevada, we have a horizontally and vertically integrated 
healthcare delivery system, an MSSP ACO, and substantial mar-
ket share. We are further differentiated by owning our own health 
plan. We believe that the following approach will help us to care for 
the people and communities we serve. 
 
Current State of  Healthcare

In the current state of  healthcare on the inpatient side, the phy-
sician orders care and the hospital management team delivers the 
ordered care (Figure 1, Panel A). For example, if  the physician or-
ders laboratory or radiology testing, there is an infrastructure that 
assures the test is performed and the physician receives the results 
to further care for the patient. If  surgery is needed, the patient is de-
livered to the appropriate operative setting where the surgical team 
cares for them and returns them to their room for recovery after the 
procedure is completed. Wound care, pharmaceutical care, and nurs-
ing care are all organized and delivered to the patient through the 
hospital management’s efforts. The payer reimburses the physician 
for professional services and the hospital for the care coordination 
activities of  the patient’s stay. While there are still considerable op-
portunities to improve the efficiency and quality of  inpatient care in 
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the United States, this system functions in a relatively organized and 
coordinated manner (Figure 1, Panel A).  

In contrast, the system of  care on the outpatient side is currently 
in disarray and lacks coordination (Figure 1, Panel B). In this set-
ting, when patients visit a provider for professional services, they 
receive a series of  prescriptions for laboratory or diagnostic testing, 
medications, or potential consultations. The patient or family are re-

sponsible for the coordination of  care when they leave the office 
and must figure out how to achieve all of  the deliverables request-
ed by the physician. In many circumstances, because of  challenges 
in health literacy and payment delivery, the patient or family may 
not even understand what has been ordered, where to obtain it, or 
how it is to be paid for. The physician has neither the resources nor 
the education to coordinate the care, and does not receive payment 
for care coordination. Nonetheless, in the current system, the payer 
pays the physician for professional fees and every single intersection 
point where the patient experiences care (Figure 1, Panel B). At 
any point, the patient or family can determine that their care is not 
meeting expectations and go directly to the emergency department 
for evaluation, and the payer pays for that too. 
 
Future State of  Healthcare 
In a newly designed healthcare system, there are 3 major compo-
nents required for the delivery of  care that capitalize on what an 
ACO may achieve. 

First, consider the role of  care networks (Figure 2). A care net-
work is a geographically distributed group of  clinical services. The 
care network may be a physician group, a network of  hospitals, a 
behavioral health network, a wellness network, a laboratory, or a ra-
diology network. The network is responsible for care coordination 
based on the physician’s prescription in much the same way that the 
hospital is responsible for care coordination of  inpatients. The mod-
ern healthcare system contains a series of  these networks, but has 
never accepted responsibility for care coordination because there 
was no payment tied to the provided services. 

 Second, as with any ACO, physicians are an integral part of  the 
equation. Physicians, regardless of  who pays their salary, need to 
subscribe to the Triple Aim, including the best quality, service, and 
efficiency, as well as to assure access for all patients regardless of  
insurance type. This is important—currently, ACOs are organized 
based on payer type or population; for example, there are Medicare 
ACOs, Medicaid ACOs, and disease-specific ACOs emerging. Un-
fortunately, this approach is not scalable or sustainable. In order to 
be successful, the ACO needs to build an infrastructure to account 
for the needs of  a geographically organized population, recognizing 
that there may be differences in care need from one geography to 
another. 

Finally, once the care networks and the physicians are in place 
they need to be connected by information technologies, pathways, 
protocols, and guidelines. Only then will they be able to accept the 
risk for a population in quality and total costs of  care. When this 
occurs, we have a fully functional ACO where impressive results can 
be achieved because the ACO assists in aggregating the care. For 
example, imagine 2 networks, one a network of  primary care phy-

Figure 2. Future State of  Healthcare
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sicians and the second a network of  behavioral health services and 
psychiatrists. When connected, the coordination of  care is managed 
by the networks, which receive a fee for the coordination activities. 
Patients and families are pulled through their healthcare experience 
by the network, which assures that appropriate outcomes in quali-
ty and cost are being achieved. The payers now have only a single 
payment to make to the ACO, which is responsible for paying the 
professional fees of  the physicians and a coordination fee to the 
networks of  care. 

Limitations to the Model
While this model helps to advance the care for our patients and 
drive the value proposition in healthcare, there may be limitations 
to broad generalization. First, our market is geographically limited, 
enabling our ability to execute on the model, but potentially limit-
ing others. Second, we have a very well-developed health plan that 
enables our ACO to function as an integrated component of  the 
healthcare network. While only a minority of  health systems cur-
rently have a health plan, many are diligently pursuing such an op-
tion. Nonetheless, we are subject to the same challenges and limita-
tions of  healthcare reform for publicly insured patients. Third, we 
are working diligently with our physician colleagues to assure that 
together we can take the best care of  patients by driving toward 
quality outcomes and service as efficiently as possible. 

 Despite the limitations of  the model, we believe that the ap-
proach also has significant strengths, the most notable being the im-
proved care coordination for patients and families managed by the 
networks of  care. In addition, the development of  networks allows 
us to capitalize on and deliver on our other responsibilities—includ-
ing the social determinants of  disease—for the people and commu-
nities we serve beyond those patients and families that seek their 
care with us. As a nonprofit organization, this helps to enhance the 
benefit we bring to the community. 
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