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Cost Variation Studies 

Medicare Spending Per Capita 2003 

 

Miami, FL    $11,352 

Los Angeles, CA  $9,752 

Worcester, MA   $8,203 

Boston, MA    $7,901 

Springfield, MA   $7,103 

San Francisco, CA  $6,408 

Lebanon, NH   $5,254 

Minneapolis, MN  $5,213 
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Cost & Quality Studies 

Source: Baicker et al. Health Affairs web exclusives, October 7, 2004 
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PGP Demonstrations 

• Congress requested in 2000 

• Demo launched in 2005 

• Final year of results 2009 

• 29 of 32 quality measures met 

• 50% achieved savings 

• 100% of those were physician groups 
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ACO Concept (Broadly Defined) 

ACO =  

An HMO  

with an open network 
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Proposed Rule 

• 5,000+ lives 

• Retrospective assignment 

• Primary care physicians anchor 

• Open network 

• 65 quality measures 

• 2% savings threshold 

• Downside risk by year 3 
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Savings Payment Structure 
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The Response – PGP Demo Participants 

• Downside risk 

• Savings net of 2% 

threshold 

• 60+ quality measures 

• Retrospective 

assignment 

• Beneficiary opt-out 
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The Response – AMGA 

• 93% of members said 

they will not participate 

• Risk sharing 

• Attribution method 

• Quality measures 

• Minimum savings 

14 

Substantial Challenges 

• Open network 

• Downside risk 

• Retrospective attribution 

• Complex quality reporting 

• Question of “rebasing” 

15 

Commercia

l 
Medicare 

Agenda 

ACO 

Origins 

ACO 

Structure 

ASC 

Context 

Role of 

ASCs 

Commercia

l 



6/1/2011 

6 

16 

Commercial ACOs 
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National Healthcare Expenditure 

Source: HHS, National Health Expenditure Data 
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Chronic Disease Cost 

Source: CMS, Office of the Actuary 

 

5+ 
Chronic 
Diseases 

76% of Medicare spending is on patients with five or more 

chronic diseases 
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ASC Context 
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Opportunity: Save 45% On Each 

Case Shifted from HOPD to ASC 
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Top Priorities 

• Reduce IP days 

• Reduce ER visits 

• Shift to generic pharmaceuticals 

• Reduce diagnostic imaging 

• Shift OP surgical cases to lower cost settings 
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Our Experience at Monarch 

• Goal: shift cases to high-quality, lower-cost setting 

• Partnership model: 

– Joint ownership of two ASCs, with SCA managing 

– Emphasis on quality outcomes, efficiency, and cost 

reporting based on SCA systems 

• Impact on ACO: 

– Very high clinical quality outcomes, low readmissions 

– 45% savings to ACO on outpatient surgery shifted 

– 92%+ patient satisfaction 
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Measure and Manage What Matters 

March March

Oct Nov Dec Jan Feb Mar YTD Prior YTD Oct Nov Dec Jan Feb Mar YTD Prior YTD SCA Avg. RANK

      82.0       82.0       82.0       84.0       84.0       84.0       84.0          81.5          79.5     11.0 

          -             -             -         14.3       14.5           -           8.4            4.5        -            -        -      14.3    14.5        -            -              4.5        362.8     93.0 

          -         14.3           -             -             -             -           4.5              -          -        14.3      -          -          -          -          4.5              -            29.4     57.0 

          -             -             -             -             -             -             -                -          -            -        -          -          -          -            -                -          156.9     52.0 

          -             -             -             -             -             -             -                -          -            -        -          -          -          -            -                -              9.8     58.0 

          -             -             -         14.3       14.5       14.5       10.1            3.0        -            -        -     (14.3)   (14.5)   (14.5)    (10.1)           (7.1)          11.6     32.0 

          -             -             -             -             -             -             -                -          -            -        -          -          -          -            -                -              9.8     58.0 

      97.3       97.2       97.3       97.3       95.4       96.7       97.3          97.7      2.0        2.0    2.1      2.1      0.2      1.5        2.0            2.4          92.1     13.0 

      29.2       35.2       30.3       31.3       33.3       23.3       31.5          34.8      6.0        6.0   (4.9)     (0.2)      2.0   (10.0)        2.5            0.5          38.8     76.0 

      44.8       45.6       47.5       51.6       49.3       45.2       46.0          50.2    (0.3)        0.7    1.9     (5.4)     (2.3)     (4.2)        0.1           (1.9)          38.7     18.0 

      52.6       48.8       51.0       50.1       50.9       47.7       50.8      5.0      (3.8)    2.2      2.0      0.8     (3.3)        1.1          56.2     64.0 

      93.0       93.0       93.0       93.0       93.0       93.0       93.0          91.0          87.0     27.0 

        4.1         4.1         4.1         4.1         4.1         4.1         4.1            4.0    (0.0)      (0.0)   (0.0)     (0.0)     (0.0)     (0.0)          -                -              4.1     24.0 

      99.7       99.7       99.7       99.7       99.7       99.7       99.7          99.7    (0.0)      (0.0)   (0.0)     (0.0)     (0.0)     (0.0)          -                -            99.8     90.0 

      57.5       57.5       57.5       62.5       62.5       62.5       62.5          57.5          64.0     57.0 

      64.0       64.0       64.0       64.0       64.0       64.0       64.0          52.0    (0.0)      (0.0)   (0.0)     (0.0)     (0.0)     (0.0)          -                -            74.0     76.0 

      51.0       51.0       51.0       51.0       51.0       51.0       51.0          46.0    (0.0)      (0.0)   (0.0)     (0.0)     (0.0)     (0.0)          -                -            55.0     70.0 

        6.5         6.9         7.2         6.8         7.6         7.8         7.2            6.1            7.5       9.0 

      36.0       34.9       34.6       33.4       34.6       37.5       35.1          35.5      2.4        0.5    0.7     (5.7)     (4.9)     (0.8)        1.2           (4.2)          19.7     17.0 

      89.0       85.0       82.0       82.0       80.0       82.0       85.3          77.7      7.0      (4.0)   (3.0)      5.0     (2.0)      2.0  (170.7)       (159.3)     3,033.0       1.0 

      88.8       88.3       89.3       83.6       87.4       84.2       88.8          88.1      4.6      (0.6)    1.1     (4.1)      3.8     (3.2)        1.7           (0.4)          83.1   101.0 

    142.1     133.1     251.5     330.2     296.4     272.7     178.0        301.4  (94.2)  (102.8)  15.5  161.1  127.3  103.6    (58.1)        132.3        139.5   106.0 

    306.1     252.5     324.4     292.9     348.6     272.9     296.0        269.7    24.4      12.0  34.5    60.3  114.9    36.3      24.4          36.4        210.6   102.0 

      31.7       28.0       36.2       40.4       39.8       35.2       32.3          36.8    (3.0)      (4.0)    1.5      8.7      8.0      3.6      (1.5)            5.2          21.1   119.0 

      10.8       10.4       10.8       11.4       12.0       10.8       10.7          11.0    10.8      10.4  10.8    11.4    12.0    10.8      10.7          11.0          10.5     69.0 

    336.3     320.3     359.4     377.0     377.3     351.2     339.5        376.2  (12.8)    (28.5)  14.9    25.2    41.5      0.8      (7.8)          24.1        401.7     58.0 

      23.8       23.3       22.6       24.4       23.3       22.7       23.2          24.3      0.4      (0.1)   (0.1)     (3.3)     (3.2)     (4.6)        0.0           (3.4)          24.2     31.0 

 1,415.6  1,376.4  1,592.5  1,543.0  1,622.1  1,549.2  1,466.1     1,551.1  (78.6)  (112.8)  73.1  273.8  354.7  265.2    (35.6)        278.3     1,662.0     51.0 

      23.1       23.4       21.9       22.2       19.5       20.2       22.8          15.8    16.4      16.8  15.2    15.6    12.8    13.6    (37.2)         (44.2)          13.0     98.0 

      38.9       38.4       36.7       33.3       39.7       36.4       56.9          58.9      3.9        3.4    1.7     (1.6)      4.8      1.4      22.0          24.0     3,794.5     51.0 

        3.5         3.7         3.4         3.8         3.9         3.8         3.7            4.1      0.1        0.2    0.1      0.1      0.2      0.1        0.2            0.4            4.1     32.0 

    283.9     301.1     377.2     191.1     218.6     309.6     962.1        832.6      9.4    (14.9)  42.8   (44.8)   (10.7)    73.5      37.3          71.9   34,939.2     12.0 

Actual To Target

Section Description

SCA Quality Index

Transfers (per 10k cases)

Wrong Site (per 10k cases)

Falls (per 10k cases)

Burns (per 10k cases)

Prop. IV Antibiotic

Surgical Site Prep

Patient Sat (%) 

On-Time Start (%)

OR Utilization (minutes)

Block Time Utilization (%)

Teammate Satisfaction Index

Teammate Sat. (%)

Teammate Retention (%)

Physician Satisfaction Index

Physician Sat. - Center (%)

Physician Sat. - SCA (%)

EBITDA Grow th

Cases / Day

Active Physician Pool

Buy Right (%)

Implants Cost / Case ($)

MedSurg & Pharma Cost / Case ($)

Supply Cost / NPR (%)

Worked Hours / Case

Labor Cost / Case ($)

Labor Cost / NPR (%)

NPR / Case ($)

Facility EBITDA ($K)

% A/R > 90 Days

Gross A/R Days

Cost to Collect
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Clinical Systems 

• Standardized clinical 

outcome reporting 

• Toolkits to drive best 

practices 

• Online survey and 

accreditation support 

• Proprietary training for 

nurses 
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Efficiency & Productivity Metrics 
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contrib.

per min

ENT

41

52

Ortho

29

39

Pain

27

39

URO

26

45

GYN

23

37

OPT

19

38

GEN

19

33

POD

17

24

GI

17

24

PLS

11

16

ORA

6

10

38 109 9069 17 55 43 28 64 72 30

Median sched.
OR mins

1.7 1.6 0.92.8 0.7 2.6 1.6 1.1 2.0 1.7 0.7Average reimb. ($K)

31.3 9.8 11.050.3 67.7 4.0 10.6 89.1 9.4 9.5 114.7# of proc. (K)

Clinical contribution

Clinical labor cost

Implant cost

Supply cost

• Detailed revenue, cost & 

profitability analysis  

• Specific to procedure, 

physician & payer 

• Drives decisions regarding 

case mix, contract 

negotiation & supplies 

• Unlocks complexity of 

6,000 procedure codes 
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Supply Costs 

• Aggregate $200M+ in 

annual surgical spend 

• Proprietary software  

reverses information 

asymmetry 

• Both GPO & direct 

contracting 

• Dedicated support team 

27 

Agenda 

ACO 

Origins 

ACO 

Structure 

ASC 

Context 

Role of 

ASCs 

Role of 

ASCs 



6/1/2011 

10 

28 

Role of ASCs in ACOs 

• Shifting eligible cases to ASCs is a major opportunity 

• From hospital perspective, analyze lowest margin 

cases  model savings through ACO rebate 

• Choosing a partner: 

–Clinical systems and clinical reporting 

–Analytics on cost and efficiency of ASC 

–Analytics on cost and efficiency of physicians 

–Capability to partner on managing quality & cost 


