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HMOs, ACOs – What’s the Difference? 
 
HMOs 
 
In the 1980s and 1990s, health maintenance organizations (HMOs) became a popular way for insurance 
companies and employers to attempt to provide less-costly health care for employees. Back then, as now, 
there was a push to reduce the skyrocketing cost of care. Although some HMOs still exist and some are 
successful (Kaiser Permanente, for example), U.S. health care moved away from HMOs over the past 
decade. 
 
HMOs largely were the creation of big insurance companies far removed from those they insured. The 
organizations had a short-term focus on cost and care because insurance companies had no idea how long 
a patient would stay with their company. HMOs developed a bad reputation with both providers and 
patients, who believed that the HMOs were interested only in cost, not quality – and not the overall well-
being of patients. HMOs required prior approval for tests and treatments and could deny payment for 
services deemed unnecessary or too expensive. Patients were required to see physicians within the HMO 
network. If the HMO refused to allow a service or treatment, the patient would have to appeal or pay for it 
him- or herself. In the end, HMOs didn’t prevent health care costs from rising, nor did they fix health 
care’s fragmentation. 
 
Enter health care reform and the accountable care organization (ACO), a Medicare initiative under 
Obamacare but a concept that will have an impact on far more than just Medicare patients. 
 
ACOs 
 
Unlike an HMO, an ACO is not an insurance company but is a local group of physicians, hospitals and 
other caregivers who come together to provide care for a specific population of patients. Receiving care 
from an ACO is voluntary for the patient, who also can select his or her physician. The idea behind an ACO 
is that physicians and patients work closely together to determine what treatments are best for the 
patient.  
 
Teams of physicians and hospitals that are part of the same ACO set standards for care and establish 
quality measurements to produce better patient outcomes while reducing costs. In the new health care 
world, an ACO will be financially rewarded for coordinating care, improving quality, and ultimately, 
keeping  patients healthy and out of hospitals and emergency rooms. We all know that maintaining good 
health costs less than treating illnesses – that managing diabetes, for example, costs less than caring for 
a patient suffering from kidney problems and other conditions resulting from unmanaged diabetes. 
However, we’ve been paid to cure sickness, not to prevent it. Health care reform and ACOs will change all 
that. 
 
To improve quality and reduce costs, an ACO must use information technology systems, such as electronic 
health records, to track a patient’s records and care, thus reducing duplicate testing (which reduces costs)  
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ACOs are “meant to allow 
providers to break away from 
the tyranny of the 15-minute 
visit, instill a renewed sense of 
collegiality, and return to the 
type of medicine that patients 
and families want …” 

 
 
and to reduce medical errors. ACOs will have the analytic capacity to determine health trends and 
risk in the patient population they treat and work toward managing those chronic conditions and 
improving overall health right there, in the communities they serve. Rather than reducing costs by 
denying services as HMOs were more likely to do, an ACO will work to reduce costs through better 
health and disease management.  
 
We know that with health care reform, we will move more and more toward being payed for patient 
outcomes rather than for each service we perform.  ACOs won’t immediately switch from fee-for-
service payment to payment based on value but will first “overlay a structure that asks doctors and 
hospitals to … be accountable toward the goal of keeping patients and populations healthy,” 
according to Dr. Zachary Meisel, with the Robert Wood Johnson Foundation, and Dr. Jesse Pines, 
with the Center for Health Quality, who produced a piece in Time magazine: “Post-HMO Health Care: 
Are ACOs the Answer?” (http://www.time.com/time/health/article/0,8599,2074816,00.html) 
 
The authors note: “Now, the hospital will have to worry 
about you even after you leave. And your doctor will get 
penalized if he or she can’t accommodate you with an 
appointment after hospital discharge and you wind up 
back in the emergency room or get readmitted. If ACOs 
get us even part of the way toward breaking down the 
silos that separate primary care, specialists and hospitals, 
it will be a great victory.” 
 
According to the Centers for Medicare & Medicaid Services, ACOs are “meant to allow providers to 
break away from the tyranny of the 15-minute visit, instill a renewed sense of collegiality, and 
return to the type of medicine that patients and families want. For patients, coordinated care means 
more ‘quality time’ with their physician and care team (a patient’s advocate in an increasingly 
complex medical system) and more collaboration in leading a healthy life.” 
 
ACOs are a shift for providers. HMOs didn’t have to report on quality. ACOs will. HMOs had appeal 
groups if services weren’t covered. ACOs will have groups of physicians to review one another’s 
choice of treatments. ACOs are physicians governing physicians. We will be accountable to one 
another and the patients and communities we serve.  
 
Integrated Care Partners already has begun this inevitable shift and plans to lead the way in our 
communities to becoming “nationally respected for excellence in patient care and most trusted for 
high-quality coordinated care.” 
 
Please send me your questions and comments at Integratedcarepartners@hhchealth.org. 
 
Sincerely, 
Dr. James Cardon 
CEO, Integrated Care Partners & HHC Chief Clinical Integration Officer 
Thanks to Tracy King, Director of Clinical Integration, for her assistance with this material. 

 

Connected Care will be distributed to physician leaders and throughout Hartford HealthCare on a regular basis as 
we work to integrate our clinical practice in support of our communities. 
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