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David Harlow:  This is David Harlow at HealthBlawg, and I have with me today Dr. Farzad 

Mostashari, who is the founder and CEO of Aledade and former National Coordinator for Health 

IT at the U.S. Department of Health and Human Services.  Hello, Farzad and welcome. 

 

Farzad Mostashari:  Hi, David. Thanks for having me.   

 

David Harlow:  Today we're going to talk about the new proposed ACO regs; and as folks know, 

the Medicare Shared Savings Program regulations that govern ACOs -- the Accountable Care 

Organizations and other related programs -- first came out in 2011, and were finalized in 

November of that year.  So, here we are three years later, and there are proposed revisions to 

those regs are out for consideration, and I guess the questions that I have at this point in time are: 

What have we learned over the past three years? Where's this program headed in the future?  

ACOs are supposed to create incentives for healthcare providers to improve quality, to reduce 

costs, thereby breaking the cycle that's tied to fee-for-service reimbursement, and other sorts of 

“old thinking.”  So, the question to kick this off, Farzad, is: The Medicare Shared Savings 

Program is at once a very ambitious program, and also one that's tied up in knots, thanks in parts 

to its enabling legislation.  So, hundreds of organizations have signed up as ACOs; over time 

some of them have very publicly withdrawn from the program.  There are good points and bad 

points to the program as it has been rolled out to date.  So, what do you say, what's your 

assessment of the difficulties with the existing rules, and what do the proposed amendments do 

to solve these problems?   

 

Farzad Mostashari:  I guess I'm going to be speaking both as someone who’s studied ACOs as a 

part of Brookings, the group that came up with the idea with particular focus on physician-led 

ACOs and we published a policy, an issue brief, that CMS cited in their NPRM [Notice of 

Proposed Rule Making].  So, both as kind of a researcher and a visiting scholar at Brookings, 

but, also now, as someone whose new company, Aledade, is setting up ACOs, particularly 

physician-led, independent physician-led ACOs, across the country, and what I’ll tell you is, that 

it is wonderful to have the ability to look at the United States of America, and say "Anywhere we 

want to go we can set up an ACO.  We know what the rules are.  We don't have to think about 

different states, different regulations, different insurers and everyone having their own 

approach.”  So, the fact that there is, as part of the Medicare Program, a permanent program that 

is a Medicare Shared Savings Program that has the same rules all over the country is an 

incredible asset, and it has been a major push forward, to encourage this movement -- as you 

pointed out -- from volume to value, and to let healthcare providers, doctors and clinics and 

hospitals and others, do this transition into this new type of thinking, where your income doesn't 

depend on how many people you can get in and out, and how many procedures you can do with 

them, but actually on measures of outcome. Income depends on outcome, right? Are the patients 

actually going to the hospital? Are they being admitted to the hospital? Are they racking up 

costs?  How you doing on the quality measures?  How are you on patient experience and 
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satisfaction?  So, that's a major thing and I think that, in that respect, the fact that we now over 

five million Medicare patients in these arrangements just quickly over the past two, two-and-a-

half years, is a great accomplishment, but what the CMS was -- the policy challenge that it had 

was, a lot of those groups were saying, "We don't know what's going to happen next. This is a 

three year contract that we signed with you. What happens in year four, and are you going to 

make the incentives such that you're encouraging people to take higher levels of risk?”  If I were 

to identify one overwhelming issue that's a policy challenge that CMS had in this was, almost 

everybody who entered into the ACO program entered in under one-sided risk, meaning if the 

cost came down they shared in any savings, but if costs went up they did not have to share in any 

losses.   

 

David Harlow:  Right, and if I remember correctly that meant that the exposure to savings was 

somewhat lower; the shared savings percentages would have been higher if people accepted risk.   

 

Farzad Mostashari:  That's right.  It was a little bit higher like from 50 % sharing if you're in the 

one-sided program to a 60% share, in the two-sided program, and basically almost no one took 

them up on the two-sided option, and there is a lot of belief and I actually sign on to this, that 

you have more commitment to change if you have downside, as well as upside opportunity, risk 

and opportunity – 

 

David Harlow:  Sure – 

 

Farzad Mostashari:  -- and so a major challenge for CMS was a lot of people were saying "Look, 

if you force us to go to-two sided risk, we're just dropping out because we're not ready.” A lot of 

people were saying that.  So, obviously that would not be a good thing for the program.  So, how 

do you maintain momentum while going, keeping movement up the escalator, right? It sounds 

familiar to me.  So, CMS, I think again in this NPRM, and we have to note, this is the notice of 

proposed rule making, and everyone who has been kind of a policy wonk, following this stuff, 

knows that a lot can change between the proposal and the final rule, and the regulators really, 

really do listen to comments.  So, if you have, particularly, if you have evidence or data or some 

important perspective, you really should, between now and 60 days from now put in your 

comments to CMS, they really do read and respond to them. But in the overall feeling, I think, 

that I had when I read those 429 pages, I felt that they had not quite done enough to encourage 

people to step up to the two-sided risk, where they want people to go. And the CMS actuaries 

themselves, in the proposed regulation, estimated that under the system that they put in place, 

only 10% of ACOs would be in the two-sided program.  So, that to me is the big issue that they 

still need to work on; they can fix it, but they still need to work on that.   

 

David Harlow:  Sure, now the fact of the matter is that many of these Medicare ACO operations 

are also providing services to other patients as well, and the numbers haven't changed, the 

Medicare requirement is that there be at least 5000 Medicare beneficiaries who are attributed to 

an ACO, and my thought is that the actions of a system that's trying to make an ACO work under 

Medicare, are going to be felt by other patients in the system as well.  They're not going to 

provide one method of caring for patient X because she is member of a Medicare ACO, and a 

completely different method of caring for patient Y who is not. 
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Farzad Mostashari:  A lot of the primary care doctors I work with have that very concern.  They 

say, "This is great stuff that we're doing for the Medicare patients.  It's almost not fair for me not 

to be doing it for all my patients.”  The challenge is that, two things, one, the other health plans 

can be a little bit of free riders on this, where they don't have to -- maybe feel that they don't have 

to, also ante up some shared savings, and that the practice will make some changes anyway, but 

more than even being able to do it because you have shared risk, you got to have shared data, and 

one of the big things that Medicare is doing to make this actually work, whereas you could say, 

"Why doesn’t a primary care doctor do this today?”  For one thing they don’t have the 

incentives, the other thing is, they don’t have the data to understand what the costs are, what the 

patient’s utilization is of the emergency room of the hospital or specialist, what scans they've 

had, what medications they are filling, all that stuff, and CMS is saying "Okay if you're an ACO 

you can get that for the Medicare patients.”  They can't give that to me for my Aetna patients or 

my United patients or Blue Cross patients.  So, just practically speaking it is definitely a barrier 

to these practices being able to do this sort of population health work for all of their patients.  So, 

our strategy has been that we identify the primary care providers who have a significant, 

substantial enough, portion of their practice being Medicare fee-for-service patients, so that A, 

it’s worth their while, and B, they can make these changes and affect a significant, substantial, 

portion of their population, not just a small part, and then three, once we get them up and running 

on the Medicare patients, we would then go to other health plans and say "Hey look, we have 

this whole infrastructure in place.  We're doing good things, we're getting good results.  Why 

don't you give us shared risk and shared data for your panel of patients as well?”   

 

David Harlow:  And here you're talking about what you're doing as Aledade?   

 

Farzad Mostashari:  What we're doing as Aledade, and what I expect most ACOs are thinking -- 

that theyned to expand their population beyond just Medicare to the commercials.   

 

David Harlow:  Right, so there are couple of areas in which you have shared already some 

comments on the proposed regulations and I wonder if we could highlight a couple of those.  I'm 

thinking specifically, starting off with the patient attribution, there’s some changes in the 

regulation that allow for attribution to an ACO in a couple of new different ways. Could you 

speak to that a little bit?   

 

Farzad Mostashari:  One of the challenges in population health is: Who are my patients? Who is 

the denominator?  I wrote a piece for HIMSS talking about how the denominator is like one of 

the greatest inventions ever, right?  Who is the total number of patients? Who is the cohort? Who 

is the population that I need to focus on? -- Not just the people who have a visit scheduled with 

me today – Who’s not in the office today that I should care about? And to do that you need to 

know, If I’m a shepherd who’s my flock, right?  So, that's the challenge here, and the way that 

they're doing it right now, is at the end of the year they say "Okay, people vote with their feet. If 

they don't like the care you're giving, they can go somewhere else and then they're not attributed 

to you anymore, and on the other hand, if you attract them, and you’re sticky to them, and they 

come in and see you, then they're yours.” This is a little challenging for some ACOs.  I actually 

kind of like this because it says to you, “You have to treat every patient as if they are in your 

ACO,” because they could be. Other organizations, particularly those who have experience with 

managed care and Medicare Advantage say “No, no, give me my roster,” like “I want a list of 
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names that's not going to change.”  So, CMS did this, proposed that for Track 3, they include that 

capability. 

 

David Harlow:  But the roster is based on an expected panel of attributed patients that could be 

adjusted.   

 

Farzad Mostashari:  That’s right.  Whoever was your patient last year, that's your panel. If they 

move, if they don't like you, if they change doctors, they go to Florida, too bad, and if you bring 

in new patients, too bad, your roster is set.  What they should have done -- and you'll appreciate 

this, David -- is they should have let the patient vote, not just with their feet, but with their voice.  

They should have let patients affirmatively say "This is my primary care doctor.  I want to have 

my care coordinated by this person,” and to have the patient be the one to make that enduring 

connection until they choose to revoke it, in which case they should be able to choose not to be 

in an ACO.  So, what they, what CMS missed in this, was the opportunity to affirm patient 

choice as overriding everything else, and it’s a concept that the patient advocate groups has been 

pushing for as well as ACOs themselves have being saying and even MedPAC has said "Why 

not let the patient choose if they want to be in an ACO?”   

 

David Harlow:  It's very interesting problem because the legislation put us into the situation by 

being very respectful of the notion of patient choice.   

 

Farzad Mostashari:  Yeah.  So, let's double down on patient choice.    

 

David Harlow:  But you raised a very interesting approach to changing the way in which we 

measure patient choice, and allow for patient choice, which would be more productive all 

around.   

 

Farzad Mostashari:  Yes, and right now the only choice patients have is to have their data not 

shared, and I think we should go a step further and say if you want to choose you can choose to 

be in this ACO, it doesn't matter if I go to a Walgreens or if I go to a nursing home and I get care 

there, my primary care doctor is this person, and contrarily, if I’m uncomfortable with this whole 

thing, I shouldn't just be able to out of my claims data being shared, I should be able to opt out of 

having my healthcare have financial implications in this way for my doctor.   

 

David Harlow:  Right.  Now one of the other things we touched on is the idea of making things 

more user-friendly for physicians, and I think one of the aspects of the changes to patient 

attribution may be doing that in term of effectively opening up the possibility for some 

specialists to belong to more than one ACO.  Do you see that as a positive?   

 

Farzad Mostashari:  I think it’s fine, I mean honestly I believe that the driving heart of 

accountable care is primary care.  So, it makes sense to me that if you’re a specialist, it’s fine, 

you can belong to multiple, or you can have patients from multiple ACOs, and it won’t affect the 

attribution of those ACOs, but really, the attention should be on the people who provide the 

primary care, and the other thing the rule did, which was really terrific, was they allowed for 

nurse practitioners and PAs who deliver primary care, where in many parts of the country, and 
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particularly rural parts of the country, deliver the majority of primary care to also be included in 

terms of that attribution.  So, that was a good thing.   

 

David Harlow:  Yeah, so that was sort of an acrobatic feat going beyond the language of the 

statute.   

 

Farzad Mostashari:  Well the, I'm sure the lawyers made sure . . .the language…   

 

David Harlow:  I'm sure it fits in somewhere… 

 

Farzad Mostashari:  Yeah, but they did work hard, I guess we would say in reg-speak they 

worked hard to make it possible.   

 

David Harlow:  So, what are some of the other highlights that you see as creating opportunities 

as result of the proposed changes here, assuming that they do get finalized as written?   

 

Farzad Mostashari:  The main things that we touched on, patient attribution, and the two-sided 

risk that we talked about. Another issue is, now what happens in year four in terms of the 

benchmark, if you’ve reduced cost, are you constantly chasing your own tail? At some point, you 

can't keep going down lower.  So, they talked about a bunch of sensible approaches to that, but 

they didn't propose any one of them.  So, the commenters are going to have to do a lot of the 

heavy lifting here in term of creating consensus, through groups like Brookings or others, in 

terms of what one path CMS should offer on that.  Kudos due to CMS for making more data 

available on more ACO beneficiaries, so they streamlined the data opt-out process and they 

included more information, that's a good thing, and the nurse practitioner attribution was good 

thing, and then the final thing that's notable is, that they said and I certainly support this, there’s a 

lot of payment rules in place to protect against self-referrals and basically getting more -- too 

much -- services to patients.  So, telehealth restrictions, nursing home three-day stay, those kinds 

of things, and those kinds of policies make sense, if you're in a fee-for-service world, where the 

more you to do the more you make money, but in a world where the issue is taking on shared 

risk, it doesn't make sense any more. You're only restricting me, for example, from directly 

admitting the patients to a nursing home instead of having to have a three-day hospital stay.  

Right, I'm not going to do that…   

 

David Harlow:  It makes no sense in this context.   

 

Farzad Mostashari:  That's right. In this context it doesn’t make any sense, applying telehealth 

outside rural areas, well why not, if that’s the most efficient way to do it? I'm not going to abuse 

it, because I'm not, I'm on the hook here just like you are, Medicare.  So, allowing for those 

waivers for ACOs that are taking on two-sided risk also makes sense as something that CMS has 

proposed.   

 

David Harlow:  Yeah, so it’s encouraging and where I guess my overall sense of all this is that it 

would be nice if it could have been done in a cleaner way, but we're left with all of these vestiges 

of fee-for-service reimbursement including just the way that ACOs are paid in the first place, and 

there are all these adjustments that have to be taken in order to make this work, certainly a lot of 
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work here for the lawyers and consultants, and hopefully it is all going to benefit patients and 

provider organizations as well --   

 

Farzad Mostashari:  A triple shot, right?   

 

David Harlow:  Yeah, that's right.   

 

Farzad Mostashari:  A triple shot is what we're looking for: good for society, good for patients 

and good for the providers.   

 

David Harlow:  Yes, absolutely. Well, thank you very much. I've been speaking with Farzad 

Mostashari about the proposed ACO rule, and we will see how this rule gets finalized in the 

months ahead.  Thank you again, Farzad.   

 

Farzad Mostashari:  Thanks again.   

 

 


