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Integrating occupational medicine practice into an Accountable Care Organization   
Fred Fung, MD, JD; and Shane Brengle, Esq.  
 
Current state of health affairs and introduction 
The United States has a diverse health care delivery system where organizations (for 
profit, not-for-profit, integrated, semi-integrated, independent practitioners, community 
hospital based, medical group based, government based, academic based, etc.) have 
different missions and goals. In addition, patients, healthcare professionals, government 
(state and federal), employers and insurance (payers) maintain different positions in the 
process, cost and outcome of health care delivery. Their interests are not entirely aligned. 
Confronted with a fragmented system with rising health care costs, the Obama 
Administration promoted and the US Congress passed the Affordable Care Act also 
known as the “Obamacare” to reshape the current health care system hoping to achieve 
the triple-aim of improving individual patient experience and population health while 
decreasing health care cost1. Currently the triple-aim is known as the Three-Part Aim of: 
“better health for individuals, better health for populations, and bending the cost curve.” 
To achieve this goal, several programs devised by the Centers for Medicare & Medicaid 
Services (CMS) employ the following means: financial risk and incentive, legal and 
regulatory authority, innovative programs and compliance enforcement 2. This paper 
attempts to explain a new health care model, the Accountable Care Organization (ACO), 
will likely become the standard of care of medical practice. The ACO imposes the quality 
of care and reimbursement scheme based on cost effectiveness and efficiency of services 
rendered. The paper discusses the fundamental concepts of the ACO program as it relates 
to occupational medicine based on our experience at Sharp HealthCare (one of the 
original 32 Pioneer ACOs). This paper can be used as a tool or roadmap for occupational 
medicine practitioners who wish to participate in and take advantage of the ACO in 
which quality and cost effective medical care may be realized.   
 
The Patient Protection and Affordable Care Act (ACA) 3 was enacted in attempt to solve 
the current US health care problems. The PUBLIC LAW 111 – 148 - PATIENT  
PROTECTION AND AFFORDABLE CARE ACT was signed into law by President 
Obama on March 23, 2010.   
 
ACA Section 3022 provides authority to establish a “new” Executive Agency of Center 
for Medicare and Medicaid Innovation (CMMI) apart from CMS. CMMI was created 
under ACA to “foster health care transformation by finding new ways to pay for and 
deliver care that improve care and health while lowering costs.” One of the major 
components under CMMI is the concept of the ACO which is “interpreted” through the 
lens of the Final Rule for the Medicare Shared Savings Program (MSSP).   
 
The triple aim concept is defined as “delivering health care that improves the individual 
patient experience, improves the health of populations and reduces the per-capita costs of 
care for populations.4” Restating this triple aim graphically, the goal of the ACO can be 
depicted as the following:  
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Experience (improve) 
             
    
 
 
 
 Quality (improve)    Cost (decrease) 
 
What is an Accountable Care Organization? 
Because the term “ACO” means different things to different people, as its original 
meaning varies from that of the CMS, a definition is a good starting point for further 
discussion. According to Berwick, former director of CMS, ACOs are voluntary groups 
of physicians, hospitals, and other health care providers that are willing to assume 
responsibility for the care of a clearly defined population of Medicare beneficiaries 
attributed to them on the basis of patients’ use of primary care services5.  In a broader 
sense, an ACO is a legal entity, composed of health care providers, that assumes the 
responsibility of management and coordinated care for a defined group of patients.  
 
The CMS describes an ACO as “groups of doctors, hospitals, and other health care 
providers, who come together voluntarily to give coordinated high quality care to the 
Medicare patients they serve.” In reality, groups of providers hold themselves 
accountable for the overall costs and quality of care of a population, but are then eligible 
to share in the savings that come from improving care6.   Simply put, an ACO is a health 
services delivery and payment system that health plans and employers will likely utilize. 
The government ACO is a voluntary but permanent program under Medicare law. Many 
healthcare organizations familiar with the managed care model and several future-
thinking commercial payers are forming commercial ACOs to care for the non-Medicare 
patients. Health plans and employers are partnering with physician groups and hospitals 
to launch ACOs that cover their members who receive care from these doctors and 
hospitals. One such example is the Anthem ACO Flex7,8.  
 
What are the basic elements of an ACO? 
All ACOs share the basic elements on the organizational structures and functionality. 9,10 
1. The ACO has legal authority to contract with the payers and administer care through 
the providers. 
2. The ACO is governed by the participating providers in the ACO. 
3. The ACO is ultimately responsible for the total care of a group of patients. 
4. The ACO must be able to measure and report the quality and efficiency of care 
delivered during the contracted time frame. 
5. The ACO must align physician payments to quality and efficiency of care delivered.   
 
What is the legal authority to implement an ACO?   
42 CFR Part 425 Medicare Program; Medicare Shared Savings Program: Accountable 
Care Organizations Final Rule issued on November 2, 2011 provides the authority to 
establish this new model of health care 11.  
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The initial ACO rule issued on March 31, 2011 generated some concerns by many 
stakeholders. For example, the initial rule did not include “no down side financial risk” as 
an option; as many as 65 quality measures were imposed on the health care providers; 
and the most concerning was the anti-trust violation for merging medical practices under 
an ACO. The Final Rule addresses these concerns with the following solutions: (1) a 
payment option that provides no downside financial risk; (2) an attribution rule in favor 
of patients; (3) requiring only 33 quality measures; (4) allowing a more flexible ACO 
governance with legal “safe harbors” for anti-trust and taxation issues.   
 
Even though the Final Rule resolves the concerns rose from the initial ACO Rule, it is 
somewhat different from the original concept of an ACO. It is different in several ways: 
First, the Final Rule is not entirely transparent due to its complicated language especially 
the contractual terms are mostly unfamiliar to physicians and patients. Second, the risk 
calibration is mostly an educated guess by the CMMI and the newly formed ACO 
because claims data from the CMS will lag behind. Third, the CMS may have difficulty 
attributing accurately the patient data to specific physician’s performance (for example, 
what if the ACO’s data and the CMS differ). The patient attribution may be unpredictable 
because the Final Rule allows patients to go elsewhere for care (unlike in more traditional 
HMO managed care models where a referral is required to access services outside of a 
network). Thus, the quality and cost of care are not totally controlled by the ACO 
physicians during the contract period (36 months). Patient attribution (or assignment) is 
based on utilization history of the patient, preferably via primary care provider who has 
frequent contacts with the patient. The Final Rule also prohibits a Pioneer ACO from 
doing anything including incentives to keep patients in the ACO network. The 
consequence is that the ACO could be penalized (or awarded) for the quality and cost 
performance that they in fact have not contributed to. The patients cannot be disallowed 
to go outside an ACO (out of network “OON” locally or nationally) for care even if they 
have been under the ACO providers for the majority of care. For example, a patient who 
initially enrolls in one ACO goes OON for 35 months, then returns at the last month 
requiring frequent hospital admissions, could produce “unfair” quality measures and cost 
to that ACO. If such scenario happens, preventable readmission cannot be properly 
managed because of the attribution rule. This attribution rule appears to be a political 
calculation made by HHS that it is appealing to patients who can always visit other 
clinicians and hospitals anytime they prefer. However, the patient’s absolute choice of 
care at all times would not permit the analysis of truly engaged patients in the quality and 
cost of care. This may undermine the new financial incentives to the ACO. Fourth, use of 
the Electronic Health Records (EHR) system is not required, only recommended. In 
reality, an ACO must have not only an EHR but also an integrated EHR for physicians 
and hospitals to meet other components of the ACO requirements.    
 
The MSSP ACO and the Pioneer ACO programs are one of many initiatives being 
undertaken by the CMS and HHS under the ACA.  Some of the initiatives will be more 
successful than others provided through CMMI 12,13,14. They include the Bundled 
Payment for Care Improvement Initiative; Comprehensive Primary Care Initiative; 
Financial Alignment Initiative; Federally Qualified Health Center (FQHC) as part of 
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Bureau of Primary Health Care and CMS; Advanced Primary Practice Demonstration; 
and Independence at Home Demonstration.  
 
What are the basic payment models of an ACO program? 
The CMS defines two basic payment mechanisms for an ACO as a 3-year agreement. It 
can be extended for an additional 2 years for a total of 5 years, if certain conditions are 
met.  
(1) Pioneer ACO “Track 2” or 2-sided model where the ACO assumes downside risk (i.e. 
ACO risks losses and penalties if it does not meet its per-beneficiary benchmarks).  In 
this model, though the ACO risks losses if actual per beneficiary costs exceed benchmark 
costs, the ACO can collect a higher percentage of the overall cost savings. In other words, 
the ACO contracts to share in savings (money) if fee-for-service (FFS) care expenditures 
for defined population are below benchmark; and share in “losses” (i.e. pay back to 
payer) if FFS expenditures are above benchmark ACO accrues risk and benefit so ACOs 
under two-sided model can earn much higher percent of savings 15,16.  
(2) Medicare Shared Savings Program (MSSP) “Track 1” or 1-sided model under 
which there are no downside risks for losses incurred when per-beneficiary expenditure 
levels exceed per-beneficiary benchmarks. The ACO can only share in savings but not at 
risk for “losses” if FFS expenditures are above benchmark 17. There are other 
demonstration programs prior to the MSSP and Pioneer ACO such as the Straight MSSP, 
Advance payment ACO (a hybrid of HMO and MSSP to get the lowest cost for highest 
quality), and Physician Group Practice Transition Demonstration program (for small 
group practice to get into an ACO).    
 
The key difference between a Pioneer ACO and MSSP is that the former is intended for 
healthcare providers who already have experience in accepting financial risk and 
managing the care continuum and are therefore better prepared to move more rapidly 
from a traditional fee-for-service model to a risk-sharing ACO model. Under the Core 
Payment Arrangement, in performance year 3, a Pioneer ACO that generates a minimum 
average annual savings over performance years 1 and 2, will “transition to population-
based payment in year 3.” The population-based payment is defined as “per-beneficiary 
per month (PBPM) payment amount intended to replace a significant portion of the 
ACO’s FFS with a prospective payment.” As a result, the Pioneer ACO will receive 
monthly population-based payments equal “the remainder of the ACO’s projected FFS 
revenue for its aligned Medicare patients.” 15,16   Such arrangement would be similar to a 
modified (non capitation) HMO model where a team of providers manage a defined 
population and is accountable to the totality of health of that patient population.  
 
What are the distinct features for both tracks?  
For either track, the ACO accepts clinical and financial responsibility of a defined group 
of Medicare beneficiaries. It must measure and report quality metrics to CMMI. It risks 
or benefits financially from the baseline if both cost saving targets (benchmarks and 
quality) are met. Benchmark is generally composed of risk adjusted estimated 
expenditures by payer on a defined population if the ACO was not in existence. Under 
the ACO regulations, “quality” is defined by 33 pay-for-reporting and pay-for 
performance measures 18,19. They include 7 measures on patient/caregiver experience; 6 
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measures on care coordination/patient safety; 8 measures on preventive health; and the 
remaining measures on the “at-risk population” which include patients with diabetes, 
hypertension, ischemic vascular disease, heart failure, and coronary artery disease. 
  
A Pioneer ACO can be implemented with current healthcare payment system as 
foundation. Under this option, the ACO is still at risk for substantial start-up and 
operating costs with estimates ranging from $2 – 12 million. It also significantly limits 
the degree of both insurance (illness severity of population) and performance (efficiency 
of service provision) risks accrued by the participating providers; thus, allowing 
participation of a large number of providers. These payment models address how an ACO 
is paid; not how an ACO will distribute funds to the participating providers. On January 
31, 2013, CMS announced the health care organizations selected to participate in the 
Bundled Payments for Care Improvement initiative, an innovative new payment model.  
Under the Bundled Payments for Care Improvement initiative, organizations will enter 
into payment arrangements that include financial and performance accountability for 
episodes of care 20. These models may lead to higher quality, more-coordinated care at a 
lower cost to Medicare. Traditionally, Medicare makes separate payments to providers 
for each of the individual services they furnish to beneficiaries for a single illness or 
course of treatment. This approach typically results in fragmented care with minimal 
coordination across providers and health care settings. Payment rewards the quantity of 
services offered by the providers rather than the quality of care furnished. Research has 
shown that bundled payments can align incentives for providers – hospitals, post-acute 
care providers, physicians, and other practitioners– allowing them to work closely 
together across all specialties and settings. 
 
Where do the quality measures come from and how will they be used?  
Generally, employers pay for the lion share of the health care cost to cover their 
employees. While they see significant rises of health care cost, the employers want to 
ensure their investment on the health services is worth the price. As part of the business 
strategy, employers demand the National Committee for Quality Assurance (NCQA) to 
provide the Healthcare Effectiveness Data and Information Set (HEDIS) data on medical 
providers to the health plans they sign up with. HEDIS is a tool used by more than 90 
percent of America's health plans to measure performance on important dimensions of 
provider care and service. Almost all health plans report HEDIS data to employers or use 
their results to make improvements in their quality of care and service. Employers, 
consultants, and consumers use HEDIS data, along with accreditation information, to 
help them select the best health plan for their needs. To ensure the validity of HEDIS 
results, all data are rigorously audited by certified auditors using a process designed by 
NCQA 21,22. In addition, most employers offer two types of health benefits to their 
qualified employees: the managed care and the preferred provider organization coverage 
which remain the majority of health plans that employees choose.  Some commentators 
have suggested that the CMS should be more involved with physician practice as a whole, 
arguing that the CMS is no longer just a payer of bills23. It should also identify, measure, 
collect, and analyze data; create feedback reports; and calculate payment on the basis of 
such metrics. In a recent legal proceeding24, a federal court judge vacated a 33-year old 
permanent injunction on releasing physicians’ Medicare reimbursement data over the 
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objections of physician groups and hospitals who were concerned about the privacy rights 
and that the data can be misused or mis-interpreted. The court holds that the privacy 
rights of individual physicians are outweighed by the public interest on the quality and 
transparency of reimbursement. With physicians’ privacy rights set aside, commercial 
health plans will likely obtain government data and share insurance claims data so to 
analyze individual physician quality measures and cost effectiveness of care rendered.     
 
How is an HMO compared with an ACO? 
Most practicing physicians in US have had experience, either good, bad or in between, 
with the Health Maintenance Organization (HMO) on the managed care model. An easier 
way to understand an ACO is by comparing HMO and ACO side-by-side. The following 
table compares and contrasts the key components of HMO with ACO25.  
 
      HMO      ACO 

Basic model Managed Care (MC) Hybrid of MC and FFS 
Authorization 1973 HMO Act  2010 Affordable Care Act 
Number of plans 564aa 220bb  
Membership 70,239,338 cc 4,000,000 (estimated) 
Financial Arrangement 
Payment Commercial, Medicare, 

Medicaid by capitation 
Medicare fee-for-service (FFS) 

Financial responsibility All medical expenditures: 
hospital, medical, 
pharmaceutical 

Medicare Parts A & B only 
 

Pharmaceuticals Responsible for Part B and D 
pharmaceuticals 

Not responsible for Part D 
pharmaceuticals 

Level of risk Full risk, including 
pharmaceuticals 

Shared savings (no risk or full risk 
but with full bonus) 

Report card CMS 5-Star Rating for 
Medicare Plans 

33 quality measures per CMMI 
 

Contract period Typically 1 year 3 years 
Responsibility 
Member responsibility Stay within network Free to move among Medicare FFS 

providers 
Membership assignment Voluntary member enrollment The Health and Human Services 

(HHS) secretary will assign Medicare 
FFS beneficiaries based on their 
utilization of primary care services 

Leadership Large publicly traded 
corporations 

Physician-led organizations 
 

Physician Participation May participate in several 
HMOs 

Can only participate in one ACO 
 

Challenges Outcome data accurate? 
Cost control over access? 
Service denial when evidence 
based medicine is not clear? 

Team work between primary and 
specialty care?  Patient engagement- 
who is really accountable? 
Is this sustainable? 
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aa United States: Number of HMOs, July 2011 per Kaiser Family Foundation. Accessed 
June 17, 2013.  http://kff.org/other/state-indicator/number-of-hmos/ 
bb CMS.gov. Program news and announcements dated 4/10/12, 7/9/12, and 1/10/13. 
Accessed June 17, 2013.  http://www.cms.gov/Medicare/Medicare-Fee-for-Service-
Payment/sharedsavingsprogram/News.html 
cc Total HMO Enrollment as of July 2011. Accessed June 17, 2013. 
http://www.statehealthfacts.org/comparemaptable.jsp?yr=270&typ=1&ind=348&cat=7&
sub=85&sortc=1&o=a   
 
What are the basic organizational structures of selected current pioneer ACO 
participants? For illustrative purposes, the following entities are used to describe their 
basic organizational structures: Ascension Health Partners 26 (Seton Health Alliance and 
Genesys Physician Hospital Organization); Partners HealthCare (Partners) and Sharp 
HealthCare (Sharp).   
 
A. Seton Health Alliance (Seton) is a 300 physicians multi-specialty medical group that 
provides health care to 380,000 residents at 18 locations in 6 cities in Austin Texas area. 
Seton chose the model with no downside risk on year 1.  
 
B. Genesys has 160 primary care and 400 specialty care physicians with a 410-bed 
tertiary hospital in Grand Blanc Michigan, serving 5 counties in Mid-Michigan. Genesys 
(received NCQA certification in credentialing) has assumed risk for 50,000 lives. It has 
also participated in the Michigan BC/BS physician groups incentive program with 
success. With such experience, Genesys chose full risk with conversion to population 
based model at year 3.   
 
C. Partners27 has academic hospitals (Mass General and Brigham and Women’s) with 
1200 primary care physicians serving Greater Boston area. It chose the Pioneer ACO and 
currently implements the following initiatives: (1) Bi-directional Internet patient portal to 
access their own medical records, prescription refills, referrals, appointments, and 
communication with physicians; (2) improving access by extending office hours and 
impose same day visit; (3) compensating physicians to take team-based care (primary and 
specialty); free up physician time on the schedules to promote telephonic disease 
management; (4) using telemedicine for virtual visits so patients and physicians need not 
travel to other sites which improves patient satisfaction and access.     
 
D. Sharp HealthCare is a not-for-profit healthcare organization with five acute care 
hospitals, Sharp Rees-Stealy Medical Group and Sharp Community Medical Group of 
combined 600 primary care and specialty care physicians serving the Greater San Diego 
area. It chose the Pioneer ACO and is currently implementing the following initiatives: (1) 
an integrated EHR with frequent updates such as ICD-10; (2) incentives on hospital 
readmission rate; (3) improving access to both primary care and specialty care services 
based on both patient perception and actual appointments; (4) exploring the potential of 
Telemedicine to better serve patients and primary care providers in the satellite clinics 
and to capture codes not generally paid under Medicare.   
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Why did some institutions choose not to participate? 
Despite the improved Final Rule, several regional health care organizations decided not 
to participate in the Pioneer ACO (most of them participate in Patient Centered Medical 
Home) for the following reasons:  
 
A. Baylor Health Care System (BHCS) 28 consists of 17 hospitals, 4500 physicians in  
Dallas Fort Worth area. The main reason for not participating in an ACO is the patient 
attribution rules as described above.  
 
B. Atlantic Health System (Atlantic) 29 consists of 1400 physicians, 6 hospitals in New 
Jersey. It chose MSSP model and assumes 50,000 lives with a retrospective attribution in 
four geographic regions (pods). The main reason for not participating in an ACO is the 
risk-reward-investment tradeoffs are hard for CMMI to calibrate because (1) claims data 
from the CMS will lag behind; (2) the CMS has difficulty attributing accurately patient 
data to specific physician’s performance (in the event that Atlantic and CMS data differ).  
 
C. Health Choice (Methodist Healthcare and Metrocare Physicians) 30 consists of 7 
hospitals affiliated with University of Tennessee and 1500 physicians in metro Memphis. 
Reason for not participating in an ACO is the patient attribution rules. As a result, Health 
Choice has started a “commercial ACO” Memphis Accountable Care Home based on the 
Patient Centered Medical Home model. Health Choice is able to obtain support from area 
employers who will share savings equally with the physicians in this program.     
 
What do skeptics say about whether ACOs will work?  
Professor Uwe Reinhardt 31 of Princeton summarized his view that most ACO critics 
agree. Reihhardt is unsure of “what an ACO is” even though it is something like Kaiser 
Permanente, but it sounds “too German and too socialist.” He believes ACOs have the 
potential to create monopolies and these new models mean a committee will decide who 
gets paid to do what and how much, and not necessarily the individual physician. 
Furthermore, physicians also have to learn the language of cost benefit analysis. While 
the system will be rewarding quality over volume, Reinhardt believes it would be years 
before we know if the ACO model is successful. The unknown remains as to how quality 
is defined and measured over time. Other doubters believe that the ACO in and of itself 
would be unrealistic to change physician and patient behavior in 3 years, especially to 
rein in the cost of managing patients with multiple chronic medical conditions. Even if 
the ACO works, the savings at best are about $1-3 billion out of Medicare’s annual 
budget of $468 billion 32,33. Interestingly, almost all ACO optimists and operators do not 
disagree with the skeptics. They maintain that because nothing else has worked to control 
healthcare cost, why not modify and give it a try. However, most agree that if the 
healthcare providers, payers and employers do not collaborate, government will impose 
even more unpleasant mandates.     
 
Another potential threat to the ACO is the increase malpractice liability to the physicians. 
When cost-saving efforts play a role in the medical decisions-making, there is an 
inevitable tension between cost-containment and medical liability34. It is likely that this 
issue will be resolved by case law similar to the situation with the Managed Care 
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organization (MCO) in which US Supreme Court gave MCO some immunity against 
state law tort claims.   
 
Why is Sharp HealthCare participating in the ACO? 
Sharp affiliated physicians are partnering with both CMMI and CMS to promote changes 
in the delivery of care from a fragmented to a coordinated manner. As a pioneer ACO, 
Sharp is at forefront of the health care delivery transformation and is working to identify 
the best ways to achieve the three-part aim of providing better care for individuals and 
better health for populations, while at the same time reducing Medicare expenditures. The 
current healthcare environment is very similar to the inception of the HMO law enacted 
in 1973 when the HMO was predicted to fail miserably. The ACO is an opportunity 
rather than an obstruction for betterment of healthcare in a defined patient population.     
 
How were the patients selected to be part of the Sharp ACO? 
The Sharp ACO patients have generally received the majority of their care from doctors 
affiliated with Sharp Rees-Stealy Medical Group (SRSMG) and Sharp Community 
Medical Group (SCMG) or Graybill physicians. Because these patients are Medicare fee-
for-service patients, they may have received care at the other health care providers as 
well, and they continue to have this option while aligned with the Sharp ACO. Sharp sent 
out letters to all current Medicare FFS patients informing them that in order to provide 
the best coordinated care possible, Medicare shares the patient’s personal health 
information with doctors, hospitals and other health care providers who are working 
together in the Sharp ACO. Because health care providers have access to all of the 
patient’s health information and are able to share that information with one another, they 
can provide better, more coordinated care. This gives health care providers a more 
complete picture of the patient’s health. Consequently, this makes it easier for physicians 
and other care team members to do the right things, at the right times, for all patients. The 
patients were informed that the information sharing is fully compliant with the Health 
Information Portability Accountability Act (HIPAA) and California privacy laws. The 
Sharp ACO has received no complaints from enrolled patients in this program.    
 
What is the experience of Sharp to become a successful ACO? 
Because Sharp has long term commitment to providing high quality, cost-effective 
services to patients, it has taken steps to promote and emphasize the following:  

1. A culture of teamwork: This is the most important element with all physicians 
sharing commitment to achieve higher quality of care at lower cost. Absent this true 
commitment by primary care and specialty care physicians, an ACO can only achieve the 
level as good as the teamwork permits. 

2. Primary care physicians have “equal footing” as the specialists: Because every 
provider has an important role and the ACO emphasizes prevention and wellness, chronic 
disease management, reduce hospitalization, improve quality of care across an integrated 
health system, preventing a disease with high morbidity is just as important as treating a 
complex case. 

3. Adequate administrative capability: The leadership is able to promote and 
demand practicing evidence based medicine. The ACO leadership resolves disputes 
timely and fairly among stakeholders (primary care and specialty care physicians). 
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4. Adequate financial incentives: The ACO payment model is translated to the 
providers who agree to full up side bonus and full down side penalty. To maximize 
incentives, the savings pool is divided in proportion to the level of contribution of the 
ACO participants. The incentives are clearly stated at the outset and agreed to by all ACO 
participants. 

5. Health Information Technology and data: The ACO data are usually a 
combination of quality, efficiency and patient satisfactions measures. These data impact 
the outcomes and process measures. The Sharp ACO data along with the national 
benchmarks from CMMI and reputable organizations are used and presented to the 
physicians as they become available. 

6. Best practice across the continuum of care: The ACO leadership continues to 
strive to translate evidence based medical care into best practice in actual disease 
management. Coordination and communication between administrative personnel and 
clinicians are emphasized regularly to promote adherence to the best practice across the 
continuum of patient care. 

7. Patient engagement: Patients under the ACO are encouraged to participate in 
self-care and communication with healthcare providers. More care is not necessary better 
care but untimely care of a passive unengaged patient may drive up the cost of care while 
increase the risk of delayed healing. Patient compliance is an important factor for good 
outcome. Hence, patients are frequently communicated and to the extent necessary, 
health care provider (via secured patient portals and health educator) actively solicit 
patient’s input and response. The “call and message” center provides data and patient 
feedback to the physicians on a monthly basis.   

8. Scale-sufficient patient population: It is recognized that a minimal critical mass 
of an engaged patient population is important to make an ACO successful. Unsatisfied or 
even silent ACO patients are being sought after for their input so to improve the medical 
care and outcome. Patient satisfaction or experience of the care provided to them is 
evaluated both objectively (e.g. next available appointment, response time from provider 
to patient) and subjectively (i.e. patient’s perception on ease of access to physicians).    
 
As of July 2013: SHC earned 78.7% of its shared savings in 2013 based on 2012 data. 
The hospitalization, emergency room visits, CT/MRI scan usage have all decreased 
between 2-5%. The only indicator that has increased is the “ambulance event” which 
increased by 42%. It is unclear why this measure has increased. Sharp is researching the 
methodology as to how this item is measured. The quality and benchmark measures are 
under on-going discussions with CMMI to clarify whether potential arbitrariness of using 
data not applicable to the ambulance event (e.g. transporting kidney transplant patients to 
the hospital for dialysis) or irrelevant to the local San Diego health care market.  
 
Can the ACO model apply to Workers’ Compensation medical treatment? 
The occupational medicine providers are largely left out of decision making in the quality 
and accountability of care provided as well as reimbursement based on cost effectiveness 
of services rendered. To address these gaps, health care organizations are exploring 
ACO-like contracts35 using similar model of performance and quality measures to share 
savings and losses. The ACO model can be easily applied to improve workers’ 
compensation medical services because the current practice and reimbursement model in 
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occupational medicine does not adequately address the quality of care, shared value and 
risk, care coordination and integration for the management of population health 36,37, or 
wellness of the employees. The commercial ACO model is likely to be modified to fit the 
workers’ compensation medical treatment practice.  The commercial ACOs offered by 
insurance carriers will be more efficient than the government ACO. Provider-payer 
(employer) partnership based on transparency, shared value propositions, aligned 
incentives and shared risk for the management of population health is a foundational 
capability for an effective commercial ACO. Organizations that currently participate in 
the ACO programs will benefit from their experience in the private and group health 
setting. Employers will use similar quality measures such as HEDIS to select their 
occupational medicine providers and share savings (or risks) with them who have good 
patient experience scores and cost effective care in the ACO-like model. Provider-payer 
partnerships can take on many different “flavors”, depending on the relationship and 
appetite for change and improvement. 
 
What is the potential impact of an ACO on Occupational Medicine practice?  
Regardless of what might happen in 2014 and beyond, a pressing issue for occupational 
and environmental medicine physicians revolves around the impact of an ACO on 
occupational medicine as a whole. McClellan et al38 provide extensive review and 
recommendations how Occupational and Environmental Medicine can serve as a vital 
connecting link between an ACO and PCMH. The American College of Occupational 
Environmental Medicine position statement is a good starting point for further discussion, 
but it contains a paucity of information on clinical experience for occupational medicine 
providers in the field. While there is still a lack of substantive data on the ACO, we have 
noticed several trends that may be important for practitioners to consider.       

1. An ACO can level the playing field so to encourage more collaboration 
between the primary physicians, specialty physicians and the hospitals.  

2. Employers will become more familiar with the tools (evidence-based medicine, 
costs of procedure and services, quality measures etc.) to demand physicians to provide 
the quality and cost effective care in order to receive “value-based” payments.  

3. The ACO-like models proposed by employers will require integration (not 
merely coordination) between the providers and healthcare facilities by adopting new 
tools of information technology such as user friendly Electronic Health Records system.   

4. Occupational Medicine physicians should learn the basic legal concept such as 
contractual terms and regulatory basis used by the CMS and health plans so to participate 
in the dialogue between stakeholders affecting local, national and global health 
economics. Without understanding how the rates are determined or definition of contract 
terms, physicians will be forced to perform certain services without getting reimbursed. 
For example, most physicians are unaware of the “grace period” provision under ACA 
Section 1412 as codified under 45 CFR Part 15639.  

5. Medicine is undergoing transformation. With shrinking reimbursement, 
physicians of all specialties have to collaborate or integrate, including joint contracting to 
survive. In addition, primary care practices in the outpatient setting will likely undergo a 
practice re-design (voluntarily or involuntarily) as suggested by Porter 40.  
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However, a word of caution is needed. In California, there are some lingered 
uncertainties due SB 86341, but what does that portend? Here are some of the issues 
which may also be applicable to other states and jurisdictions facing similar situations:  
 1. Will some stakeholders find loopholes in order to continue out-of-network 
 (MPN) treatment on a lien? 

2. In failing to address rising cost containment such as utilization review costs, 
did SB 863 miss one of the real sources of increased costs in the system? 
3. With preparations proceeding for the ACA, how will Insurance Exchange 
(Covered California) affect California's workers’ compensation system? However, 
federalization of workers’ compensation is legally unlikely. 

 
What practical steps can Occupational Medicine physician do to integrate current 
practice into an ACO based on the experience at the Sharp ACO?  
Unique non-clinical skills that occupational medicine physicians have acquired are put 
into good use integrating current practice into an ACO. Generally, occupational medicine 
physicians possess extraordinary communication skills42,43 with superior customer-
service attitude which impress positively on the private patients and health plans. Unlike 
some workers’ compensation patients, most private patients do not exaggerate their 
symptoms nor show the propensity of seeking disability. As a result, occupational 
medicine physicians’ patient satisfaction scores are comparable to the specialists when 
treating private patients. Because Workers’ Compensation is heavily regulated, most 
occupational medicine physicians interact frequently with insurance adjusters and 
employer representatives. Consequently, telephonic skills and experience dealing with 
non healthcare individuals make occupational medicine physicians better communicator 
when interacting with the health plans’ utilization management staff who has far more 
health related backgrounds.    
 
The sought after clinical skills that occupational medicine doctors possess can be utilized 
to improve access and quality of care. The medicine in US is undergoing transformation 
which has resulted in shortage of as well as burden on primary care physicians in the non-
occupational medicine sector44. The US population is aging and the demand for 
musculoskeletal problems and preventive health care has increased. There are three areas 
of opportunity. Occupational medicine physicians who are well trained and experienced 
in clinical musculoskeletal (MSK) medicine 45 can serve as “treater”; in clinical 
preventive medicine (USPSTF rating A and B services) as “screener”, and in clinical 
wellness program (integrating primary prevention with disease management) as “advisor”. 
 

1. MSK Clinic: SRSMG Occupational Medicine started MSK clinic in 2007 to 
improve access for private (HMO/PPO) patients who have non-surgical MSK 
conditions and injuries. The program has grown from 2 half-day per week (2 
physicians started one half-day per week and concurrently practiced occupational 
medicine) to currently 7 occupational physicians performing either MSK-Sports 
medicine or MSK-Spine medicine. The original 2 physicians have grown their 
MSK practices to 5 half days per week seeing non occupational medicine patients. 
The other 5 doctors are practicing 2 to 4 half days per week MSK medicine. The 
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MSK physicians serve as the intermediary between primary care physicians and 
the subspecialists (neurosurgeon, orthopedist, pain specialist and others). 

   
2. Clinical preventive medicine: SRSMG Occupational Medicine Department started 

the Vaccine Clinic in 2008. Under ACA, improving adult immunization is 
emphasized under the Meaningful Use 46 (set of standards defined by the CMS 
Incentive Programs that governs the use of certified Electronic Health Records 
system) to use registry that is more transparent and accessible to other healthcare 
providers such as retail pharmacists and visiting nurses who may also provide 
vaccination services. Moreover, ACA eliminates all cost sharing under Part B of 
Medicare and reduce Part D “donut-hole” payment. As preventive medicine 
specialists, we maintain up to date information on influenza, pertussis, 
pneumococcus, herpes zoster, hepatitis A and B and other emerging infectious 
disease epidemiology. We provide “walk-in” vaccination to seniors, international 
travelers, school employees, and others. We also provide on-site services to 
employers who request immunization for their employees. In the 2012-2013 Flu 
season, the Vaccine Clinic provided close to 60,000 flu doses to high risk elderly, 
children, pregnant, and average risk patients. Our data is consistent with CDC’s 
reported US vaccination rates (60% for high risk population and 30% for low or 
average risk population).  
 

3. Clinical Wellness program for both primary and secondary prevention: Sharp 
Employee Occupational Health Department is collaborating with Sharp 
Healthcare (the employer) on a Wellness program for all Sharp employees 
(16,000). The employees are incentivized to participate in the “Sharp Best Health” 
where employees are to complete health questionnaire, obtain certain biometrics 
and laboratory tests under a confidential manner, certify specific objectives in the 
initiation and maintaining of regular exercise, dietary changes, smoking cessation, 
weight management, and age-appropriate life style counseling etc. Occupational 
medicine physicians provide interpretation of biometrics, laboratory findings and 
communication with the employees’ primary care physicians so the patients may 
be properly followed up. Some components of this wellness program have been 
extended to the San Diego Chargers (players and staff).  

 
Conclusion:  
 
The ACO is an incentive and quality driven government program that is likely to replace 
other forms of healthcare delivery system. “ACO-like” models including the commercial 
ACO will be set up by employers or insurance carriers to impose quality, access and cost-
control to care delivery. It is to the benefit and interest of all occupational medicine 
physicians to familiarize with this new practice model in order to exercise clinical skills 
and knowledge such as preventive health, disease screening, and musculoskeletal medical 
care that are unique to occupational medicine practice.  Whether we hate it or love it, we 
need to learn about the ACO.     
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