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The Centers for Medicare and
Medicaid Services (CMS) is pro-
moting formation of accountable
care organizations (ACOs). In these
population-based models, CMS
aligns aMedicare beneficiary pop-
ulation to an ACO with associated
expenditure and quality targets,
transitioning away from purely
volume-based revenue of fee-for-
service Medicare. Patients with
mental illness are among high-cost
Medicare beneficiaries, but this
population has received little at-
tention in ACO implementation.
Although the ACO goals of pro-
viding chronic and preventive care
in a coordinated, patient-centered
manner are consistent with what
some mental health providers have
long advocated, the population-
based orientation may be unfa-
miliar. In addressing the needs of
high-cost, high-risk patients tomeet
quality and expenditure targets,
an ACO should examine the qual-
ity of mental health care it pro-
vides as well as medical quality for
patients with mental illness. In
addition, federal agencies should
invest to ensure understanding of
the impact of population-based
initiatives on patients with men-
tal illness. (Psychiatric Services
64:908–910, 2013; doi: 10.1176/
appi.ps.201200330)

Population-based care models have
attracted growing attention fol-

lowing passage of the Patient Pro-
tection and Affordable Care Act of
2010 (ACA). The Centers for Medi-
care and Medicaid Services (CMS) is
leading the federal drive promoting
population-based initiatives, wherein
an organization takes responsibility for
health care cost and quality for a de-
fined population of patients. The ACA
introduces financial models that gen-
erate revenue based on cost savings
and quality in contrast to the purely
volume-based revenue of traditional
fee-for-service care.

Accountable care organizations
(ACOs), by focusing on coordinating
care for Medicare patients across
providers and multiple care settings,
are a key element of the “better health
care, better health, and improved
quality” CMS triple aim. However,
as has been the case for other quality
improvement initiatives across the
lifespan (1,2), attention to patients with
mental illness has been virtually ab-
sent in ACO implementation. In this
Open Forum, we suggest that ACO
implementation provides potential fi-
nancial incentives to change infra-
structure and care processes in ways
that could benefit patients with men-
tal illness. But without explicitly ad-
dressing and evaluating care for these
patients, ACOs and their mental
health providers may be sidelined.

Basic Medicare ACO components
Organized group medical practices
are not new. However, recent interest
in the ACO comes from ACA provi-
sions that provide for:“[A] shared
savings program . . . that promotes
accountability for a patient population

and coordinates items and services
under [Medicare] Parts A and B, and
encourages investment in infrastruc-
ture and redesigned care processes
for high quality and efficient service
delivery. . . . (A) groups of providers . . .
may work together to manage and
coordinate care for Medicare [fee-for-
service] beneficiaries through an
[ACO]. . . ; and (B) ACOs that meet
quality performance standards . . . are
eligible to receive payments for shared
savings.”

A key point in these provisions is
“promot[ing] accountability,” register-
ing a shift from traditional fee-for-
service care to models in which overall
quality and cost influence revenue.
Although a variety of provider-supplier
combinations may participate, each
must have a mechanism for shared
governance and accept responsibility
for at least 5,000 Medicare benefi-
ciaries (3).

The first ACO component is the
beneficiary population. To define this,
CMS reviews all Part B claims to
identify Medicare beneficiaries seen
by ACO-participating providers. If at
least 10% of these beneficiaries’ eval-
uation and management services are
with ACO-participating primary care
providers, they are aligned to the
ACO. Using the aligned beneficiary
pool, CMS then generates the ACO’s
annual financial benchmark, an esti-
mate of what Medicare Parts A and B
fee-for-service expenditures would
have been for the aligned population
in the absence of the ACO. An aligned
beneficiary has the freedom to visit
any health care provider, but costs
incurred will count toward the re-
spective ACO’s annual benchmark.
Finally, the ACO must report on and
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meet 33 quality measures spanning
the following domains: patient and
caregiver experience, care coordina-
tion and patient safety, preventive
health, and at-risk population with
specific chronic general medical
conditions.
The two basic CMS ACO models

are based on the components de-
scribed above. In theMedicare Shared
Savings Program (MSSP), Medicare
continues to pay each ACO through a
fee-for-service arrangement, but ac-
tual annual expenditures are com-
pared with the projected benchmark.
An MSSP organization that meets the
33 quality measures at a cost below its
financial benchmark receives up to
50% of the savings from CMS as
revenue. In providing care that is both
high quality and cost-efficient, the
ACO generates revenue by saving the
payer (CMS) money.
The second model is the Pioneer

ACO, designed for larger organiza-
tions ($15,000 aligned beneficiaries)
with more advanced infrastructure
and a willingness to accept financial
risk for a potentially higher proportion
of savings. As with MSSP, a Pioneer
ACO generates revenue by meeting
quality and cost targets, but it can
share up to 60% of the savings. In
exchange, the Pioneer ACO also ac-
cepts financial risk: if costs exceed the
annual benchmark, the organization
must reimburse CMS up to 60% of
the excess. This is in contrast to the
traditional fee-for-service model, in
which higher patient expenses simply
generate more revenue for an organi-
zation. In year 3, Pioneer ACOs that
meet the first two years’ cost and
quality targets are eligible to move
from fee for service to a prospective
payment model, receiving 50% of
anticipated expenditures per benefi-
ciary, per month. This source of rev-
enue is intended to allow ACOs the
flexibility to provide services not
covered under fee-for-service arrange-
ments and invest in infrastructure to
support care coordination.

Redesigning care for ACO
patients with mental illness
Mental health conditions are among
themost expensive as primary disorders
(4) and, when comorbid with general
medical disorders, are associated with

increased costs for the primary gen-
eral medical disorder (5). The cohort
of older adults with mental illness is
expected to increase from under eight
million in 2010 to 15 million in 2030
for several reasons, including the
aging of baby boomers, their higher
rates of depression and anxiety, and
onset of late-life psychiatric disorders
in the expanding aged population (6).
Despite this growing burden of men-
tal illness and its cost implications,
current ACO disease-specific quality
and cost efforts are focused almost
entirely on chronic generalmedical con-
ditions. The one exception—depression
screening with a documented follow-up
plan—may have minimal impact on
actual care.

Service delivery models such as
collaborative care management con-
sistently demonstrate the ability to
improve care for both mental illness
and comorbid general medical illness
across a variety of conditions and treat-
ment settings (7). However, these
models are difficult to implement
in traditional fee-for-service settings,
where reducing acute care episodes
decreases revenue. The ACO model,
through its shared savings mechanism,
provides the potential for revenue
from cost savings that could justify
investment in collaborative care man-
agement. However, without the addi-
tion of mental health quality measures
that would be required to share
savings, an ACO’s incentive to imple-
ment these evidence-based models is
based solely on the potential to gener-
ate cost savings, for which evidence is
limited (7).

Therefore, the current ACO ratio-
nale to engage patients with mental
illness is to generate savings relative to
the financial benchmark by proac-
tively managing its most complicated
and costly patients. This high-cost,
high-risk cohort will likely overrepre-
sent persons with mental illness, with
potential savings realized only by
providing preventive and coordinated
care to limit unnecessary hospital-
izations and overuse or duplication of
services. To maximize savings, this
would include efforts to engage these
patients with ACO-affiliated pro-
viders, allowing the ACO more con-
trol over both the services and their
cost.

One cohort of potentially high-cost
patients includes those with serious
mental illness, such as bipolar or psy-
chotic disorders, at high risk for
fragmented, inappropriate care. Hos-
pitalization for these patients is ex-
pensive and associated with increased
adverse events (8), and it increases
across the lifespan (9). These patients’
mental health needs would likely be
best managed in specialty mental
health settings with consultant medical
care managers proactively addressing
general medical conditions (10). At risk
for poor self-management of general
medical and mental illnesses, these
patients could benefit from ACO ef-
forts promoting improved care tran-
sitions and provider communication.

Another potentially high-cost, high-
risk cohort includes patients with
general medical disorders and comor-
bid mental disorders, such as depres-
sion or anxiety. Their medical costs
are significantly higher than those
without mental disorders (5), but
these Medicare beneficiaries seek
care in primary care settings and are
less likely to seek or be referred to
specialty mental health care (11).
There are effective models for mental
health care management in primary
care settings (12). However, because
the ACO is not measured on the
implementation of its depression or
anxiety care, the only incentive to use
these evidence-based models would
be if they can have an impact on the
ACO’s annual financial benchmark.

Questions going forward
The first issue is whether ACO pa-
tient alignment includes patients
with mental illness. It is unclear
whether alignment based on primary
care services will capture patients with
mental illness, especially those with
serious mental illness, or whether
adverse selection will occur in these
models (13). In addition, it is unclear
to what extent mental health pro-
viders are participating, because the
type and number of associated spe-
cialists are not specified by CMS.

Regardless of alignment, the nature
and quality of mental health care in
ACOs should be examined. Previous
population-based demonstrations have
shown improvement for chronic gen-
eral medical conditions. The CMS
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Physician Group Practice Demon-
stration of population-based ACO
precursors demonstrated success in
improving quality and restraining
cost, in particular for the dually
eligible population, which was likely
related to improved overall chronic
care management (14). It could then
be hypothesized that there also would
have been improved care of chronic
mental illness, but no mental health–
specific analyses have been conducted.
However, Massachusetts’ Alternative
Quality Contract (AQC), wherein a
commercial payer utilized global pay-
ments incorporating quality measures
with several large provider organiza-
tions, demonstrated overall improve-
ment in chronic care with the notable
exception of depression (15). To at
least begin the examination of mental
health care delivery in ACOs, it will
be important to understand whether
or how organizations vary on the
depression screening measure and
whether this has an impact on care
downstream. Based on the AQC
experience, in which depression care
was unchanged despite the presence
of depression treatment quality mea-
sures, it is unlikely that the single ACO
depression screening measure will
have any impact on treatment.
Mental health conditions need to

be examined for their impact not only
as primary disorders but also for their
impact on quality of care for comorbid
general medical conditions. High-
quality diabetes care, for example, is
an explicit goal that has quality mea-
sures included for ACO beneficiaries;
if the overall quality of diabetes care
improves in an ACO, the improve-
ments should include those with
comorbid mental illness. Although
improving mental health care is not
an explicit ACO goal, part of the
overall evaluation of medical care
should focus on vulnerable popula-
tions, such as persons with mental
illness.
The findings noted above should

then be considered in light of how
ACO organizational structure and
setting influence care, because organi-
zations exert significant influence on

the manner in which clinicians prac-
tice and the processes and outcomes
of patient care (16). As ACO imple-
mentation proceeds, the nature and
quality of mental health services will
be influenced by features of organi-
zation context, structure, and process.
Although some of these may not be
modifiable (geography and academic
affiliation), aspects of structure (spe-
cialty and provider mix and use of
incentives) or process (communication
and collaboration) may be both impor-
tant and potentially modifiable, with
relevance to future policy.

It is essential to understand how
the ongoing ACO experiment affects
both the general medical and mental
health care of Medicare beneficiaries
with mental illness. This shift to-
ward population-based care also gives
mental health providers the opportu-
nity to more broadly consider how
population-based care should look for
their patients. This new population
orientation is a critical matter for the
profession, because the workforce of
geriatric mental health specialists is
inadequate to meet the increasing
demand. Optimal patient care as well
as financial success will require that
care delivery is optimized for patients
with mental illness.
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