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The accountable care organization (ACO) concept, elu-
cidated in 2006 as the development of partnerships 
between hospitals and physicians to coordinate and 
deliver efficient care,1 seeks to remove existing barriers 

to improving value.2 Some advocate this concept as a promising 
payment model that could successfully realign the current pay-
ment system to financially reward improvements in quality and 
efficiency that bend the cost curve.3,4 Hospitalists fit well with this 
philosophy. As the fastest growing medical specialty in the history 
of American medicine, from a couple of thousand hospitalists in 
the mid-1990s to more than 50,000, the remarkable progression 
of hospitalists has ostensibly been driven partially by hospitals’ 
efforts to improve the value equation through enhanced efficien-
cy in inpatient care. Importantly, hospitalists probably provide 
care for more than half of all hospitalized Medicare beneficiaries 
and increasingly patients in skilled nursing facilities (ie, SNFists).5 
Along with primary care physicians, hospitalists thus represent an 
essential group of physicians needed to transform care delivery. 

RAPID GROWTH AND THE FUTURE OF ACOS
When the Affordable Care Act (ACA) established the Medicare 
Shared Savings Program (MSSP), ACOs leaped from being an in-

tellectual concept1,2 into a pragmatic health system strategy.3,4 Fol-
lowing Medicare, various private health insurance plans and some 
state Medicaid programs entered into contracts with groups of 
healthcare providers (hospitals, physicians, or health systems) to 
serve as ACOs for their insured enrollees.6 Leavitt Partners’ ACO 
tracking database showed that the number of ACOs increased 
from 157 in March of 2012 to 782 in December of 2015.7

Until recently, the federal government’s commitment to hav-
ing 50% of total Medicare spending via value-based payment 
models by 2018, coupled with endorsement from state Med-
icaid programs and commercial insurers, demonstrated strong 
support for continuation of ACOs. Unexpectedly on August 15, 
2017, the Centers for Medicare & Medicaid Services (CMS) out-
lined a plan in its proposed rulemaking to cancel the Episode 
Payment Models and the Cardiac Rehabilitation incentive pay-
ment model, which were scheduled to commence on January 
1, 2018. CMS also plans to scale back the mandatory Compre-
hensive Care for Joint Replacement (CCJR) bundled payment 
model from 67 selected geographic areas to 34. Although this 
proposed rulemaking created some equipoise in the healthcare 
industry regarding the future of value-based reimbursement 
approaches, cost containment and improved efficiency remain 
as major focuses of the federal government’s healthcare effort. 
Notably, CMS offers providers that are newly excluded from the 
CCJR model the opportunity to voluntarily participate in the 
program and is expected to increase opportunities for provid-
ers to participate in voluntary rather than large-scale mandato-
ry episode payment model initiatives. In 2018, the agency also 
plans to develop new voluntary bundled payment models that 
will meet criteria to be considered an advanced alternative pay-
ment model for Quality Payment Program purposes. 

Importantly, the value-based reimbursement movement was 
well underway before ACA legislation. Through ACA health 
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The accountable care organization (ACO) concept is 
advocated as a promising value-based payment model 
that could successfully realign the current payment 
system to financially reward improvements in quality and 
efficiency. Focusing on the care of hospitalized patients 
and controlling a substantive portion of variable hospital 
expenses, hospitalists are poised to play an essential 
role in system-level transformational change to achieve 
clinical integration. Especially through hospital and health 
system quality improvement (QI) initiatives, hospitalists 
can directly impact and share accountability for measures 

ranging from care coordination to implementation 
of evidence-based care and the patient and family 
caregiver experience. Regardless of political terrain, 
financial constraints in healthcare will foster continued 
efforts to promote formation of ACOs that aim to deliver 
coordinated, evidence-based, and patient-centered care. 
Hospitalists possess the clinical experience of caring for 
complex patients with multiple comorbidities and the QI 
skills needed to lead efforts in this new ACO era. Journal 
of Hospital Medicine 2018;13:272-276. © Society of 
Hospital Medicine
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reform, value-based reimbursement efforts were expanded 
through ACOs, bundled payments, value-based purchasing, 
the CMS Innovation Center and other initiatives. With health 
systems having an overflowing plate of activities, a wait-and-
see attitude might seem reasonable at first. However, being 
unprepared for the inevitable shift to value-based reimburse-
ment and reduced fee-for-service revenue places an organiza-
tion at risk. A successful ACO requires system-level transfor-
mation, especially cultural and structural changes to achieve 
clinical integration. Being embedded in health system delivery, 
hospitalists can help shape a team-oriented culture and foster 
success in value-based payment models. This requires hospi-
talists to take a more active role in assessing and striking a bal-
ance between high-quality, cost-efficient care and financial risk 
inherent in ACO models. 

WHAT HOSPITALISTS NEED TO KNOW  
ABOUT ACOS
The key to hospitalists fulfilling their value creation potential 
and becoming enablers for ACO success lies in developing a 
thorough understanding of the aspects of an ACO that pro-
mote efficient and effective care, while accounting for financial 
factors. Fundamentally, the ACO concept combines provider 
payment and delivery system reforms. Specifically, the defini-
tion of an ACO contains 3 factors: (1) a local healthcare organi-
zation (eg, hospital or multispecialty group of physicians) with 
a related set of providers that (2) can be held accountable for 
the cost and quality of care delivered to (3) a defined popula-
tion. While the notion of accountability is not new, the locus of 
accountability is changed in the ACO model—emphasizing ac-
countability at the level of actual care delivery with documen-
tation of quality and cost outcomes. The ACO approach aims 
to address multiple, frequent, and recurring problems, includ-
ing lack of financial incentives to improve quality and reduce 
cost, as well as the negative consequences of a pay-for-volume 
system—uncoordinated and fragmented care, overutilization 
of unnecessary tests and treatments, and poor patient expe-

rience all manifested as unwarranted geographic variation in 
practice patterns, clinical outcomes, and health spending. Par-
ticipants in an ACO are rewarded financially if they can slow 
the growth of their patients’ healthcare costs while maintaining 
or improving the quality of care delivered. To succeed in this 
ACO world, hospitalists must assume greater prudence in the 
use of healthcare services while improving (or at a minimum, 
maintaining) patient outcomes, thus excising avoidable waste 
across the continuum of care.

More than half of ACOs include a hospital.8 However, wheth-
er hospital-led ACOs possess an advantage remains to be 
elucidated. Early reports indicated that physician-led ACOs 
saved more money.9,10 However, others argue that hospitals11 
are better capitalized, have greater capacity for data sharing, 
and possess economies of scale that allow them to invest in 
more advanced technology, such as predictive modeling and/
or simulation software. Such analytics can identify high-cost 
patients (ie, multiple comorbidities), super utilizers and pop-
ulations lacking care, allowing ACOs to implement preventive 
measures to reduce unnecessary utilization. Recently released 
CMS MSSP 2016 performance data12 showed that nearly half 
(45%) of physician-only ACOs earned shared savings, where-
as 23% of ACOs that include hospitals earned shared savings. 
However, among all the ACOs that achieved savings, ACO en-
tities that include hospitals generated the highest amount of 
shared savings (eg, Advocate, Hackensack Alliance, Cleveland 
Clinic, and AMITA Health). Notably, hospital-led ACOs tend to 
have much larger beneficiary populations than physician-led 
ACOs, which may create a scenario of higher risk but higher 
potential reward.

HOW HOSPITALISTS CONTRIBUTE VALUE  
TO ACO SUCCESS
The emphasis on value over volume inherent in the develop-
ment of ACOs occurs through employing care strategies im-
plemented through changes in policies, and eventual structur-
al and cultural changes. These changes require participating 

TABLE 1. Hospitalists Contribution to ACO Success

Role ACO Impact

Clinician Deliver evidence-based practices and de-implement unnecessary services

Coordinate care among primary care providers and specialists, and between hospital and post-acute care

Manage complex high-risk populations and promote teamwork

Quality Improvement Expert Become ACO knowledge expert and advocate system-level transformation to value-based care

Promote change culture in the organization

Initiate and lead quality improvement projects to ensure the hospital performs well on quality metrics, including 30-day readmissions, hospital acquired conditions, 
and patient satisfaction.

Informatics Lead data sharing among inpatient and other settings

Facilitate data collection and infrastructure 

Develop and implement clinical decision support tools for ACO needs

Administrator Drive culture change and system-level transformation

Invest capital in infrastructure development
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organizations to possess certain key competencies, including 
the following: 1) leadership that facilitates change; 2) organi-
zational culture of teamwork; 3) collaborative relationships 
among providers; 4) information technology infrastructure 
for population management and care coordination; 5) infra-
structure for monitoring, managing, and reporting quality;  
6) ability to manage financial risk; 7) ability to receive and dis-
tribute payments or savings; and 8) resources for patient edu-
cation and support.2,3,13-16 Table 1 summarizes the broad range 
of roles that hospitalists can serve in delivering care to ACO  
populations.17-19

Hospitalists’ active pursuit of nonclinical training and selec-
tion for administrative positions demonstrate their proclivity 
to provide these competencies. In addition to full-time cli-
nician hospitalists, who can directly influence the delivery of 
high-value care to patients, hospitalists serve many other roles 
in hospitals and each can contribute differently based on their 
specialized expertise. Examples include the success of the 
Society of Hospital Medicine’s Leadership Academy; the ac-
knowledged expertise of hospitalists in quality improvement 
(QI), informatics, teamwork, patient experience, care coordina-
tion and utilization; and advancement of hospitalists to senior 
leadership positions (eg, CQO, CMO, CEO). Given that nearly 
a third of healthcare expenditures are for hospital care,20 hos-
pitalists are in a unique position to foster ACO competencies 
while impacting the quality of care episodes associated with an 
index hospital stay.

Importantly, hospitalists cannot act as gatekeepers to re-
strict care. Managed care organizations and health mainte-
nance organizations use of this approach in the 1990s to limit 
access to services in order to reduce costs led to unaccept-
able outcomes and numerous malpractice lawsuits. ACOs 
should aspire to deliver the most cost-effective high-quality 
care, and their performance should be monitored to ensure 
that they provide recommended services and timely access. 
The Medicare ACO contract holds the provider accountable 
for meeting 34 different quality measures (Supplemental Ta-
ble 1), and hospitalists can influence outcomes for the major-
ity. Especially through hospital and health system QI initia-
tives, hospitalists can directly impact and share accountability 
for measures ranging from care coordination to implemen-
tation of evidence-based care (eg, ACE inhibitors and beta 
blockers for heart failure) to patient and family caregiver  
experience. 

Aligned with Medicare ACO quality measures, 5 high-im-
pact target areas were identified for ACOs21: (1) Prevention 
and wellness; (2) Chronic conditions/care management; (3) 
Reduced hospitalizations; (4) Care transitions across the frag-
mented system; and (5) Multispecialty care coordination of 
complex patients. One essential element of a successful ACO 
is the ability to implement evidence-based medical guidelines 
and/or practices across the continuum of care for selected 
targeted initiatives. Optimizing care coordination/continuum 
requires team-based care, and hospitalists already routinely 
collaborate with nurses, social workers, case managers, phar-
macists, and other stakeholders such as dieticians and physical 

therapists on inpatient care. Hospitalists are also experienced 
in facilitating communication and improving integration and 
coordination efficiencies among primary care providers and 
specialists, and between hospital care and post-acute care, as 
they coordinate post-hospital care and follow-up. This provides 
an opportunity to lead health system care coordination efforts, 
especially for complex and/or high-risk patients.22,23 CMS MSSP 
2016 performance data12 showed that ACOs achieving shared 
savings had a decline in inpatient expenditures and utilization 
across several facility types (hospital, SNF, rehabilitation, long 
term). Postacute care management is critical to earning shared 
savings; SNF and Home Health expenditures fell by 18.3% and 
9.7%, respectively, on average. We believe that hospitalists can 
have more influence over these cost areas by influencing treat-
ment of hospitalized patients in a timely manner, discharge co-
ordination, and selection of appropriate disposition locations. 
Hospitalists also play an integral role in ensuring the hospital 
performs well on quality metrics, including 30-day readmis-
sions, hospital acquired conditions, and patient satisfaction. 
Examples below document the effectiveness of hospitalists in 
this new ACO era.

Care Transitions/Coordination
Before the Hospital Readmission Reduction Program (HRRP) 
delineated in the ACA, hospitalists developed Project BOOST 
(Better Outcomes by Optimizing Care Transitions) to improve 
hospital discharge care transition. The evidence-based foun-
dation of this project led CMS to list Project BOOST as an 
example program that can reduce readmissions.24 Through 
the dissemination and mentored implementation of Project 
BOOST to over 200 hospitals across the United States,25 hos-
pitalists contributed to the marked reduction in hospital read-
mission occurring since 2010.26 Although hospital medicine 
began as a practice specific to the hospital setting, hospital-
ists’ skills generated growing demand for them in postacute 
facilities. SNF residents commonly come from hospitals post-
discharge and suffer from multiple comorbidities and limita-
tions in activities of daily living. Not surprisingly, SNF residents 
experience high rates of rehospitalizations.27 Hospitalists can 
serve as a bridge between hospitals and SNFs and optimize 
this transition process to yield improved outcomes. Industry 
experts endorse this approach.28 A recent study demonstrat-
ed a significant reduction in readmissions in 1 SNF (32.3% to 
16.1%, odds ratio = 0.403, P < .001), by having a hospitalist-led 
team follow patients discharged from the hospital.29 

Chronic Conditions Management/High-Risk Patients
Interest in patients with multiple chronic comorbidities and 
social issues intensifies as healthcare systems focus limited 
resources on these high-risk patients to prevent the unneces-
sary use of costly services.30,31 As health systems assume finan-
cial risk for health outcomes and costs of designated patient 
groups, they undertake efforts to understand the population 
they serve. Such efforts aim to identify patients with estab-
lished high utilization patterns (or those at risk for high utili-
zation). This knowledge enables targeted actions to provide 
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access, treatment, and preventive interventions to avoid un-
needed emergency and hospital services. Hospitalists com-
monly care for these patients and are positioned to lead the 
implementation of patient risk assessment and stratification, 
develop patient-centered care models across care settings, 
and act as a liaison with primary care. For frail elderly and se-
riously ill patients, the integration of hospitalists into palliative 
care provides several opportunities for improving the quality 
of care at the end of life.32 As patients and their family caregiv-
ers commonly do not address goals of care until faced with a 
life-threatening condition in the hospital, hospitalists represent 
ideal primary palliative care physicians to initiate these con-
versations.33 A hospitalist communicating with a patient and/
or their family caregiver about alleviating symptoms and clar-
ifying patients’ preferences for care often yields decreases in 
ineffective healthcare utilization and better patient outcomes. 
The hospitalists’ ability to communicate with other providers 
within the hospital setting also allows them to better coordi-
nate interdisciplinary care and prevent unnecessary and inef-
fective treatments and procedures. 

De-Implementation/Waste Reduction
The largest inefficiencies in healthcare noted in the Nation-
al Academy of Medicine report, Demanding Value from Our 
Health Care (2012), are failure to deliver known beneficial ther-
apies or providing unnecessary or nonevidenced based ser-
vices that do not improve outcomes, but come with associated 
risk and cost.34 “De-implementation” of unnecessary diagnos-
tic tests or ineffective or even harmful treatments by hospital-
ists represents a significant opportunity to reduce costs while 
maintaining or even improving the quality of care. The Society 
of Hospital Medicine joined the Choosing Wisely® campaign 
and made 5 recommendations in adult care as an explicit start-
ing point for eliminating waste in the hospital in 2013.35 Since 
then, hospitalists have participated in multiple successful ef-
forts to address overutilization of care; some published results 
include the following: 
•	 decreased frequency of unnecessary common labs through 

a multifaceted hospitalist QI intervention;36 
•	 reduced length of stay and cost by appropriate use of te-

lemetry;37 and 
•	 reduced unnecessary radiology testing by providing physi-

cians with individualized audit and feedback reports.38 

CONCLUSION
Hundreds of ACOs now exist across the US, formed by a vari-
ety of providers including hospitals, physician groups, and in-
tegrated delivery systems. Provider groups range in size from 
primary care-focused physician groups with a handful of offic-
es to large, multistate integrated delivery systems with dozens 
of hospitals and hundreds of office locations. Evaluations of 
ACO outcomes reveal mixed results.9,39-53 Admittedly, assess-
ments attempting to compare the magnitude of savings across 
ACO models are difficult given the variation in size, variability 
in specific efforts to influence utilization, and substantial turn-
over among participating beneficiaries.54 Nonetheless, a new-

ly published Office of Inspector General report55 showed that 
most Medicare ACOs reduced spending and improved care 
quality (82% of the individual quality measures) over the first 
3 years of the program, and savings increased with duration 
of an ACO program. The report also noted that considerable 
time and managerial resources are required to implement 
changes to improve quality and lower costs. While the political 
terrain ostensibly supports value-based care and the need to 
diminish the proportion of our nation’s gross domestic product  
dedicated to healthcare, health systems are navigating an en-
vironment that still largely rewards volume. Hospitalists may be 
ideal facilitators for this transitional period as they possess the 
clinical experience caring for complex patients with multiple 
comorbidities and quality improvement skills to lead efforts in 
this new ACO era. 

Disclosures: The authors have nothing to disclose.
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