Beast of
Burden

As health care costs —
led by Medicare —
continue to soar,
the U-M helps pioneer
accountable care
by Sally Pobojewski

Medicine at Michigan

“Now physicians are
being held accountable. We have to take
responsibility for all
our patients whether
they are in front of
us or at home. That’s
a new paradigm and it
requires new system
development.”

the widespread implementation of ACOs will drive changes
in how medicine is practiced, as well as how it’s paid for, according to Spahlinger.
“Medicine will move from what it is now — mostly physician groups of six or less — to large multi-specialty physician groups,” predicts Spahlinger. “There will be an intense
focus on costs and what works versus what doesn’t work.
There will be more accountability for performance in outcomes and quality with public reporting of how physicians
and organizations are doing. Physicians are going to have to
be accountable to their patients, but also to society. It will
be a challenge to make sure we find a way to do this without
abandoning our advocacy role for patients.”
Accountable care organizations are a new concept in
health care. The first ACOs for Medicare beneficiaries were
approved by CMS on January 1, 2012. One year later, CMS
approved 106 more Medicare ACOs, bringing the total
number to 250 nationwide. Meanwhile, private insurance
firms have been scrambling to create their own versions of
accountable care organizations.
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Medicare is the 800-pound gorilla in the waiting room of
health care reform. Health care costs are going up for everyone, but Medicare covers 50 million Americans — more than
any other single insurer. In 2009, total health care spending
for Medicare beneficiaries exceeded $471 billion, and since
then the numbers in the federal budget’s line item for Medicare have continued to increase.
As people get older, they are more likely to develop
chronic medical conditions like diabetes, hypertension, heart
disease or Alzheimer’s disease, which can be difficult and
expensive to treat.
Plus the number of people on Medicare goes up every day,
as more and more baby boomers reach age 65. So it’s no wonder that increased Medicare spending has become a target for
politicians and media pundits who blame escalating health
care costs for the country’s economic woes.
“The problem is that we are spending 18 percent of the
nation’s gross domestic product on health care,” says David
Spahlinger, M.D., senior associate dean for clinical affairs,
associate professor of internal medicine and executive director of the Medical School’s Faculty Group Practice. “People
wouldn’t complain if they were spending 18 percent of their
own income on cars, but 50 percent of the health care bill is
paid by the government. As health care expenditures keep
growing, they push out other programs like transportation,
education, research and defense.”
There’s no consensus on how to fix Medicare, but everyone agrees something has to change.
Some want the federal government to get out of the health
care business entirely. Others support higher out-of-pocket
costs for Medicare beneficiaries or raising the eligibility age.
Cutting fees for services provided by hospitals and physicians is a popular quick fix. Meanwhile, the two groups most
directly affected — doctors and their patients — are caught in
the middle.
The Centers for Medicare & Medicaid Services, or CMS,
is the federal agency that manages the Medicare, Medicaid
and Children’s Health Insurance programs. With a mandate
from the 2010 Affordable Care Act, CMS is experimenting
with new models to pay physicians for providing medical
care to Medicare beneficiaries. CMS calls them Accountable
Care Organizations, or ACOs.
Most Americans have never heard of ACOs, but they
are a hot topic among health care providers and administrators. It’s too soon to know how successful ACOs will be at
what economists call “bending the cost curve” or flattening
the upward trajectory of health care costs. But if they work,
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Accountable for system quality

So what are ACOs and why are they so popular?
Depending on whom you ask, ACOs are: 1) a way to
improve the quality of medical care, 2) a cost-effective care
delivery model that saves money by eliminating unnecessary tests and services, 3) a radical transformation in how
health care providers will be paid by insurers, or 4) all of
the above.
The Centers for Medicare & Medicaid Services defines
an ACO as “a group of doctors, hospitals and health care
providers who work together to provide coordinated highquality care to Medicare patients.” ACOs are populationbased, meaning that success is defined as ensuring that all the
Medicare patients assigned to an ACO remain as healthy as
possible — preventing the need for costly hospital or emergency room visits.

There are financial incentives for physician group practices that join a Medicare ACO. If the group practice meets
CMS-defined quality standards of care for its Medicare patients, while reducing the total cost of care for those patients,
CMS shares part of the cost savings with the group practice
by sending it back as a rebate.
To understand why ACOs are such a big deal, it helps to
know how CMS currently pays physicians. It’s basically the
same fee-for-service system that was established when Medicare was created in 1965. CMS sets fees for everything from
an office visit to open heart surgery and physicians are paid
after they provide the service. The more tests and services a
physician provides, the more he or she gets paid by Medicare.
The fee-for-service model doesn’t match how modern
medicine is changing — from an emphasis on curing sick
people to one that focuses on preventing people from getting
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sick in the first place, or managing the progression of chronic
disease so people don’t end up in the hospital.
“The American health care system was set up as an acute
care system — taking care of illness as it comes to your office
door,” says Spahlinger. “Quality used to be measured by the
technical expertise and interpersonal skills of the physician.
You come in with a problem and I tell you what to do about
it. But I’m not responsible unless you come in to see me.
“Now physicians are being held accountable for what I
call ‘system quality,’ ” explains Spahlinger. “Are we contacting
patients to make sure they come in for a cholesterol check
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or to get their flu vaccine? Are we reminding women to get
mammograms? We have to take responsibility for all our
patients whether they are in front of us or at home. That’s a
new paradigm and it requires new system development.”

A different kind of medicine

Medicare’s fee-for-service payments don’t cover the cost of
hiring more staff or investing in an electronic medical record
system to keep track of the preventive care needs of thousands
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Donna Fox

“Patients dealing
with serious illness
deserve a doctor who
will sit down and explain the treatment
and the likelihood of
success,answer questions and help make
medical decisions. But
that’s a different kind
of medicine than we
grew up with.”

of patients. Medicare doesn’t cover the cost of time doctors
spend counseling patients about the pros and cons of different treatment options, or helping patients and families make
emotional end-of-life decisions. That’s difficult to fit into the
typical 15-minutes allowed for a standard clinic visit today.
“Patients dealing with serious illness deserve a doctor
who will sit down and explain the treatment and the likelihood of success, answer questions and help make medical
decisions,” says Spahlinger. “But that’s a different kind of
medicine than we grew up with. It requires a different kind
of investment in primary care and the infrastructure required
to fulfill that role.”
To help fund this infrastructure, some ACOs will divide
physician fees into a prospective or lump sum payment in
advance with a smaller fee-for-service payment afterwards.
Physicians also may choose to use their shared savings rebates
to hire more staff or develop new care initiatives.
ACOs are not for everyone. They require more planning
and communication among physicians, more record-keeping

and reports, and more awareness of the cost of tests and procedures. It helps to have experience with how the system works.
The U-M Faculty Group Practice has more than eight
years of experience with ACOs. The FGP was one of 10
physician groups in the country chosen in 2005 to participate
in a CMS pilot program called the Medicare Physician Group
Practice Demonstration.
“We thought the world was headed in the direction
of population management and we wanted to develop the
capabilities we would need to compete,” says Spahlinger, explaining why the U-M physicians’ group decided to set aside
$400,000 for each year of the five-year project.
Although Spahlinger says the Faculty Group Practice
did not expect a return on its investment, UMHS physicians
ended up saving Medicare more than $22 million on the expected costs of care for about 20,000 fee-for-service Medicare
beneficiaries. The FGP was one of only two physician groups
in the country to receive a shared savings rebate from CMS
for reducing anticipated Medicare costs and meeting CMS
quality measures during the five-year demonstration project.
Spahlinger is hesitant to say exactly why U-M physicians
succeeded when others did not, but he does point to several
changes instituted by the Faculty Group Practice during the
project.
“We focused on transitions of care,” he says. “We started
a call-back program for patients after they left the hospital
or the emergency room. In about 30 percent of the calls to
patients discharged from the hospital and about 20 percent of
calls to people discharged from the ER, we found a significant issue with medication or lack of follow-up care that
could have sent the patient back to the hospital or the ER.”
In September 2012, physicians affiliated with the Dartmouth Institute for Health Policy and Clinical Practice
published, in the Journal of the American Medical Association,
a comparative study of spending differences among the 10
organizations that participated in the Physician Group Demonstration Project. While overall savings to Medicare were
described as “modest,” the experts did find significant savings
in costs of caring for dual-eligible beneficiaries covered under
both Medicare and Medicaid.
“Dual-eligible patients are typically the most expensive
and high resource-utilizing patients,” says Spahlinger. “They
often are disabled with multiple chronic physical or mental
illnesses and they often are poor with significant social needs
and lack of a social support system.”
Caring for patients with these special needs requires high
levels of long-term support and hands-on staff services. So,
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the FGP created a new program called the Complex Care
Management Program.
CCMP currently has about 150 patients, according to
Donna Fox, the program’s manager. “Most are between 30
and 60 years old, poor and unemployed with little or no
family support,” says Fox. “They usually have several chronic
physical and mental diseases. They often live in subsidized
housing or are homeless, and utilize community resources
and food banks to survive.”
The program currently has eight staff members — nurses,
social workers and paraprofessionals — who attend medical
appointments with patients to serve as a go-between and interpreter. Working with community health agencies, CCMP
staff help patients get cell phones and transportation to and
from appointments, encourage patients to stay on their
medications, and help manage behavior problems.
“These patients stay on our service indefinitely,” says Fox.
“Our role is to try to help them get the medical care they
need without using the health care system inappropriately.”

More than cutting costs

28

Based on its initial success with the Medicare demonstration project, the Faculty Group Practice executive board
decided to apply for one of the first Medicare ACOs to be
approved by CMS in 2012. Thirty-two physician practice
groups nationwide were selected for what CMS calls its
Pioneer ACOs. Physicians from the U-M Health System
partnered with physicians from IHA Health Services, a
multi-specialty group practice in southeast Michigan, to
create the UMHS/IHA Pioneer ACO, serving about 22,000
Medicare beneficiaries.
In January 2013, CMS approved another U-M-affiliated
ACO called the Physician Organization of Michigan, or
POM ACO, which includes U-M specialty physicians and
primary care physicians from nine physician practice groups
throughout Michigan. POM ACO is expected to care for
about 82,000 Medicare patients.
To manage the UMHS/IHA Pioneer ACO — along
with other ACOs involving Health System physicians — the
Faculty Group Practice created a new Population Health
Program Office under the direction of Timothy Peterson,
M.D., an assistant professor of emergency medicine.
Participation in a Medicare ACO is completely voluntary, Peterson explains. Physicians continue receiving their
standard fee-for-service reimbursement from Medicare, and
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The U-M Faculty Group
Practice was one of 10
physician groups in
the country chosen in
2005 to participate in
a Center for Medicare
and Medicaid Services
pilot program. Health
System physicians saved
Medicare more than $22
million on the expected
costs of care for about
20,000 fee-for-service
Medicare beneficiaries.

patients are free to obtain their medical care from any physician, specialist or group practice they prefer. CMS requires
that Medicare patients receive written notification, and have
an opportunity to opt out, of any ACO their physician joins.
“I imagine there are many primary care physicians out
in the community who have questions about whether to
do this in the first place,” says Peterson. “But by joining an
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ACO now, group practices could learn what works and what
doesn’t work while ACOs are still in the experimental phase.
Getting involved now creates an opportunity to shape the
program in the future so it works best for patients and doctors alike.”
Peterson says ACOs must be about more than just cutting costs, because unlike health maintenance organizations,
patients are free to move to another doctor or clinic anytime.
“If we approach it from a purely financial standpoint,
that won’t make us attractive to patients in the long run,”
he says. “Ultimately, our goal is to serve all our patients in
the best way possible. In order to do that, we need to make

money to grow as an organization.
But the patient always comes first.
When we talk about lowering costs
and providing more efficient care, it’s
not about limiting care our patients’
need. It’s about improving communication between the primary care
physician and specialists, so we aren’t
duplicating care and ramping up unnecessary costs.”
The U-M Health System/IHA
Pioneer ACO has just completed
its first year of operation and it’s too
soon to say what changes patients
will see in the future, according to
Peterson. He says it will be up to the
ACO’s care providers — physicians,
nurses, case managers and care navigators — to identify patient needs
and design solutions for them.
Some changes currently under
consideration include: stocking
equipment and medications in the
clinic, so primary care physicians can
treat flare-ups of chronic diseases
immediately, instead of having to
send patients to the emergency
room; creating more home nursing
and specialized support programs, so
patients can receive follow-up care
at home or in the clinic, avoiding
expensive repeat hospitalizations or
Timothy Peterson
another trip to the ER; and developing new IT systems, so all physicians
involved in a patient’s care will have
immediate access to test results —
eliminating the need for duplicate tests and repeated procedures that drive up Medicare costs.
Only one thing is certain. Everything about how we
deliver and pay for health care in America is about to change.
“We have reached a critical point in this country and
need to figure out how we are going to change the way we
deliver health care,” adds Peterson. “In five to 10 years, the
landscape of health care financing will be very different. I
don’t think anybody knows exactly where we are headed,
but we do know is that it’s not going to be the same as it
is today.” [M]
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