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Changes in Medicare Shared Savings Program Savings from
2013 to 2014

J. Michael McWilliams, MD, PhD
Department of Health Care Policy, Harvard Medical School, Boston, MA

In the Medicare Shared Savings Program (MSSP), participating accountable care
organizations (ACQs) are eligible for shared-savings bonuses from the Centers for Medicare
& Medicaid Services (CMS) if spending for their patient population falls below a financial
benchmark. In 2013, the first full year of the MSSP, modest spending reductions were
entirely offset by bonus payments.! Program savings beyond 2013 have not been formally
evaluated.

METHODS

For each year from 2009-2014, Medicare data for a random 20% sample of fee-for-service
beneficiaries were analyzed. In each year, beneficiaries were attributed to an ACO based on
the plurality of their office visits with primary care physicians.! Difference-in-difference
regression models were used to compare changes in total (Part A and B) Medicare spending
for ACO-attributed beneficiaries from before to after the start of ACO contracts with
concurrent changes for beneficiaries attributed to non-ACO providers (the control group).
The pre-contract period was 2009-2011 for ACOs entering the MSSP in April or July 2012,
2009-2012 for ACOs entering in January 2013, and 2009-2013 for ACOs entering in
January 2014. Differential changes in spending (estimated spending reductions attributable
to the MSSP) were estimated separately for each entry cohort through each post-contract
year, except 2012 was excluded as a transition year for the 2012 cohort. Model covariates
included patients' sociodemographic and clinical characteristics and fixed effects for each
hospital referral region by year combination to adjust for local spending changes in the
control group. Within cohorts, differential changes were estimated for subgroups of ACOs
with baseline spending above vs. below their region's average and for independent physician
groups vs. ACOs financially integrated with hospitals. Detailed methods have been
previously described.! Analyses were conducted with SAS version 9.4 (SAS Institute Inc,
Cary, NC). Statistical significance was defined as P<0.05 for two-sided tests.

Aggregate spending reductions or increases were calculated by multiplying per-beneficiary
estimates by the number of beneficiaries in each ACO cohort, inflated by a factor of 5 to

Address correspondence to: J. Michael McWilliams, M.D., Ph.D., Department of Health Care Policy, Harvard Medical School, 180
Longwood Ave., Boston, MA 02115; phone: 617-432-3290; fax: 617-432-0173; mcwilliams@hcp.med.harvard.edu.

Disclosures Dr. McWilliams reports serving as a consultant to Abt Associates in an evaluation of the ACO Investment Model and as
an expert witness for the Federal Trade Commission.

Data Access and Analysis Dr. McWilliams had full access to all the data in the study and takes responsibility for the integrity of the
data and the accuracy of the data analysis.



1duosnuen Joyiny 1duosnuey Joyiny 1duosnuen Joyiny

1duosnuep Joyiny

McWilliams Page 2

account for the 20% sampling. Net savings or losses to Medicare were calculated by
subtracting bonus payments reported by CMS from aggregate spending changes.?

RESULTS

The analysis included 25,544,650 beneficiary-years, with ACO-attributed patients
accounting for 19% of annual samples on average. As in 2013, differences in patient
characteristics between the MSSP and control groups were mostly small and changed
minimally from the pre-contract to post-contract period. Pre-contract spending trends also
were similar for the MSSP and control groups (Table 1).

In comparisons of the 2012 cohort with the control group, estimated spending reductions
(Table 1) grew significantly (P=0.008 for change) from 2013 (-$146/beneficiary or —1.5%;
P=0.03) to 2014 (-$268/beneficiary or —2.6%; P<0.001). In the 2013 cohort, estimated
spending reductions also significantly changed (P=0.04) from 2013 (+$4/beneficiary or
0.0%; P=0.94) to 2014 (-$92/beneficiary or —0.09%; p=0.07). In the 2014 cohort, an
estimated spending reduction of —$42/beneficiary (-0.4%) in 2014 was not statistically
significant (P=0.35). In subgroup analyses, spending reductions in 2014 were driven largely
by ACOs with baseline spending above their region's average and by independent physician
groups without financial ties to hospitals (Table 1).

In 2013, bonus payments exceeded aggregate spending reductions, constituting a net loss of
$73.5 million to Medicare (Table 2). In 2014, aggregate spending reductions across all 3
cohorts exceeded bonus payments, constituting a net savings of $287 million to Medicare, or
$67 per ACO-attributed beneficiary (0.7% of total spending for ACO-attributed
beneficiaries).

DISCUSSION

By 2014, spending reductions in the MSSP exceeded bonus payments, suggesting that
shared-savings contracts without downside risk for excess spending—in which 95% of
MSSP ACOs currently participate—may be a fiscally viable alternative payment model for
Medicare. The growth in MSSP savings suggests continued growth may be possible,
particularly if incentives for ACOs to lower spending are strengthened, 134 though results
may not generalize to future years and cohorts. Findings from subgroup analyses suggest
that physician-hospital integration is unnecessary for ACO success and that CMS's plan to
lower benchmarks for ACOs with high spending toward a regional average should proceed
cautiously, lest the MSSP lose its most valuable participants.5:6
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