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Why ACOs? 

• The Problem: Fee-for-service does not promote efficiency, 
quality, care coordination, or equity.

• The Solution: Payment models (like ACOs) can remove 
perverse incentives, encourage efficiency, and provide flexibility 
for innovation. 

• The Challenge: Payment reform is hard and care transformation 
is time and resource intensive.



CATEGORY 1 CATEGORY 2 CATEGORY 3 CATEGORY 4Traditional
Pay for 

Performance
Limited More Complete

Payment Linked to Person, 
Not Services

ACOs are one approach to achieving value 
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Multiple ACO Programs Implemented by 
CMS & CMMI

Pioneer ACO Model

ACO Investment Model

Advance Payment ACO Model

Next Generation ACO Model

Medicare Shared Savings Program

Direct Contracting > ACO REACH



Rates of Value-Based Payment Models for 
All Payers

42.8%

Medicare

35.5%

Commercia
l

Medicare
Advantage

58%

Medicaid

35.5%

Source: http://hcp-lan.org/workproducts/APM-Methodology-2020-2021.pdf



…But momentum has also slowed
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Success takes time
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Percentage of ACOs Achieving Shared Savings, by ACO’s Time in MSSP, 2020

Source: "The Medicare Shared Savings Program In 2020: Positive 
Movement (And Uncertainty) During A Pandemic", Health Affairs Blog, 
October 14, 2021. DOI: 10.1377/hblog20211008.785640



Increase in two-sided risk models
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Looking ahead: 2022 CMS Strategic Direction

https://innovation.cms.gov/strategic-direction-whitepaper
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Takeaways

It takes resources, investments, and time to succeed

Small shifts away from FFS to VBP have small impacts 

Multi-payer coordination needed 

Transparency and predictability enable confidence

Further work needed to engage patients, focusing on 
improving access and outcomes while lowering costs 
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Classification of ACOs

~15% of ACOs         ~27% of Lives

~11% of ACOs    ~9% of Lives

~12 % of ACOs    ~11% of Lives

~24% of ACOs    ~20% of Lives

~16% of ACOs   ~9% of Lives

~23% of ACOs    ~24% of Lives
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Who is Starting ACOs?

Source: Muhlestein, Tu, Colla, “Accountable Care Organizations Are Increasingly Led by Physician Groups 
Rather Than Hospital Systems” Am J Manag Care. 2020;26(5):225-228. 
https://doi.org/10.37765/ajmc.2020.43154

https://doi.org/10.37765/ajmc.2020.43154
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ACO Growth
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ACO Growth

Source: Milliman Torch Insight
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Physician vs Hospital ACOs

1.8%

0.9% 1.0%

Physician-led Hospital-led Physician/ Hospital
Alliance

2017 Savings Rate by ACO Type
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There is wide variation in performance of all types of ACOs.

Leavitt Partners Analysis of 2017 Medicare Shared Savings Program Results.
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Discussion
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Q&A


