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Abstract

Accountable care organizations (ACOs) are a prominent payment and delivery model, often
described and promoted as provider-driven organizations. However, because of the flexible nature
of ACO contracts, management organizations may also become partners in ACOs. We use data
from the National Survey of ACOs (N=276) to understand the prevalence of non-provider
management partners’ involvement in ACOs, the services these partners provide, and the structure
of ACOs with such partners. We find that 37% of ACOs reported having a management partner,
and two-thirds of these reported that the partner shared financial risk or reward. Among ACOs
with partners, ACOs reported that 94% provided data services, 66% care coordination, 68%
education, and 84% administrative services; half received all four services from their partner.
ACOs with partners were smaller and more primary care focused than other ACOs. Performance
and cost and quality was similar between ACOs with and without partners. Our findings suggest
that management partners play a central role in many ACQOs, perhaps providing smaller or
physician-run ACOs with capital and expertise perceived as necessary to launch an ACO.
However, further research is needed to understand the nature of these relationships including both
positive aspects (e.g. enabling participation) and negative aspects (e.g. value extracted compared to
delivered).

INTRODUCTION

From the outset, proponents of accountable care organizations (ACOs) hoped to make them
provider-driven — encouraging physicians and other health care providers to take the reins to
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redesign care, provide high-value services, and drive quality and cost performance.(1,2)
However, not all physicians and health care providers have the capacity to take on these
goals alone: high startup costs of ACOs, limited experience with population health strategies
such as care management, and improving, but inadequate, data analytic capabilities are
among the many barriers to provider participation in ACOs.(3-7) Providers lacking
necessary resources may turn to partners to provide various services and capabilities.(3,7,8)
Some research has detailed the partnership activity between provider organizations,(7) but
this literature does not speak to the involvement of non-provider management organizations
in ACOs.

Observers of the first Medicare ACOs in 2012 were surprised to see that one-third of the
original 27 Medicare Shared Savings Program ACOs consisted of partnerships between
Collaborative Health Systems (a subsidiary of Universal American, an insurance company)
and groups of health care providers.(9,10) Subsequently, numerous additional non-provider
organizations aligned with ACQOs, including national organizations such as Valence Health,
Walgreens, and Caravan Health, and organizations working in particular states or regions,
such as Florida Accountable Care Services or MedChi. Despite some attention in the
popular press and grey literature, scholarly work on ACOs has largely been silent on this
activity.

To date, no research has empirically examined the extent to which management partners are
involved in ACOs or the nature of relationships between ACO physicians and management
organizations. Specifically, stakeholders need to understand the extent of management
partner involvement in ACOs; the nature of these relationships; and how and why these
relationships are forming to better consider the implications for US health care. For
example, policymakers may be interested in the extent to which the services provided by
management partners are associated with differences in ACO performance. In this paper, we
focus on a primary question: To what extent have health care providers partnered with non-
provider management entities in forming ACOs? We also begin to examine the nature of
relationships between providers and managemnet partners by examining what services
partners are providing to ACOs and how ACOs with these partners compare to other ACOs.
Our goal is to provide the first look at this phenomenon, potentially paving the way for more
in-depth examination of how these relationships might affect ACO performance.

METHODS

We learned about management partners through qualitative research on ACOs presented in
other studies,(7,11-13) which served as formative interviews for this study and our cross-
sectional survey data that constitute our results. In those formative phone interviews, we
asked respondents about the organizations participating in their ACOs, how the ACOs
formed, and the relationships among participating organizations. Several respondents
discussed the involvement of non-provider organizations in their ACOs. For example, one
ACO described working with a private company as a management partner to pursue an
ACO. The partner instigated the ACO by developing a general ACO strategy and then
recruiting physicians in the local area to pursue an ACO contract in partnership with the
firm. The partner employed the ACO’s director as well as new ACO care coordinators who
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followed up with high-risk patients. The management partner also provided telephonic care
management services to patients; visited physician practices to train staff and clinicians
about the ACO model; and worked on reporting and compliance.

Another example informing our work came from a published case study on a safety net
ACO.(14) In this ACO, we noted that the management partner (Optum) took on financial
risk for ACO investments, including hiring a program director and performance
improvement coaches for clinics, as well as investing in information technology
infrastructure. The partner also worked with the ACO to develop their care delivery model
and provide administrative services.

Based on this information, we identified a need to collect representative, systematic data on
the prevalence and roles of management partners in ACOs. We aimed for national data from
a wide set of ACOs. We opted to add relevant questions about arrangements that ACOs had
with management partners to Waves 2 and 3 of the National Survey of ACOs (NSACO).
(7,15) Survey questions are available in the appendix.(16) The NSACO captured
comprehensive data on ACO organization, leadership, provider composition, capabilities,
and initiatives. Each wave surveyed the full population of ACOs (including ACOs
participating in Medicare, Medicaid, and commercial payer ACO contracts and programs)
formed during a given time period, and the waves do not form panel data (i.e., ACOs in
wave 3 are a new set of ACOs, not the same ones surveyed in Wave 2). The respondent at
each organization is typically a member of senior leadership, such as the CEO, CMO,
President, or ACO Director. Waves 2 and 3 were fielded 2013-2015; the survey response
rate was 58%. Results from prior analyses show no evidence of non-response bias.(15,17)
We use data on ACO performance from publicly available files on Medicare ACO
performance.(18)

A yes/no survey question asked, “Is your ACO affiliated with a third-party administrator or
external, non-provider partner organization (e.g., management services organization or
administrative services partner)?” (Yes/No). We included follow up questions for ACOs with
partners to understand the partners’ role. These questions include whether the partner shared
in risk and/or reward, as well as information on a set of services the partner provided. The
services were yes/no questions, asking if the partner provided data services (e.g., processing
payer data, generating reports, or software development); care coordination (e.g., operating a
nurse call line or overseeing clinic performance coaches); education (e.g., educating
clinicians on new payment models and quality measures); and administrative services (e.g.,
writing up the ACO contract, receiving and distributing savings, or convening meetings and
committees).

We examined descriptive statistics on these questions, and compared ACOs with and without
a partner on several dimensions, including the provider composition of the ACO, and
services the ACO offers. Among Medicare ACOs, we also compared ACOs with and
without partners on performance on cost savings and overall quality performance in years 1
and 2. We also examined if ACOs receiving more services from a management partner or
ACOs receiving financial support experienced greater savings or scored higher on the
quality metrics.
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LIMITATIONS

Our analysis has some limitations. First, our survey question was deliberately broader than
most survey questions because we were aiming to collect data on phenomena that had not
been previously examined. We expected a continuum of arrangements between ACOs and
other firms, ranging from firms with a purely vendor relationship with an ACO to firms that
initiated ACOs by recruiting providers to form them. We crafted a question that we
anticipated would accurately identify partners and filter out vendor relationships. After
answering this question, ACOs were asked to write in the name of the partner. We found the
data provided in this written in question had face validity; for example, ACOs with popularly
known partners identified those partners in this field. (Due to survey confidentiality, we
cannot state names of partners that may identify survey respondents). Second, our analysis
can provide only limited information on the nature of partnerships with non-provider
partners from our survey questions.

RESULTS

A total of 37% of ACOs in our survey data reported having a management partner in their
ACO (Exhibit 1). Across waves of ACOs, the percent rises from 31% in ACOs formed
through August 2012, to 34% in ACOs formed 2012-13, to 41% in ACOs formed 2013-15
(x?=2.4, p=0.30). Two thirds of those with partners reported that the partner shared in
financial risk and/or reward (Exhibit 2). Among those with management partners, 94% of
ACOs report the partner providing data services, 66% care coordination, 68% education, and
84% administrative services. Among ACOs with management partners, 50% reported their
partner provided all four of these services to the ACO, suggesting that in these ACOs the
partners may play an influential or powerful role in ACO operations.

Among ACOs with a management partner (Exhibit 3), many fewer included a hospital (0.48
vs 0.70, p<0.001) or an integrated delivery system (0.38 vs. 0.57, p<0.01), and ACOs with a
partner were more likely to be composed of only physician groups (0.40 vs 0.18, p<0.001).
ACOs with a partner also have a higher proportion of primary care physicians (0.68 vs 0.55,
p<0.05). ACOs with a partner in general were less likely to offer a spectrum of services
outside of primary care (Exhibit 3), reporting lower rates of inclusion of specialty care,
hospital inpatient care, emergency care, inpatient and outpatient rehabilitation, and home
health. Finally, ACOs with a partner were less likely to have a commercial payer ACO
contract (0.48 vs. 0.70, p<0.001) and more likely to have a Medicare contract (0.84 vs. 0.70,
p<0.05) (See appendix).(16)

ACO performance in Medicare did not differ significantly among ACOs with and without
partners (Exhibit 4). A similar proportion of ACOs with and without partners achieved
savings in both first and second years of ACO contracts. ACOs with and without partners
also achieved very similar quality composite scores in both years. We also compared ACOs
with partners that provided all four services compared to ACOs with partners that provided
fewer services, and ACOs with partners that provided financial support compared to ACOs
with partners that did not provide financial support. There were no significant differences in
cost or quality performance across these types of management partners.
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DISCUSSION

Management partners play a significant role in ACOs. More than one-third of ACOs were
working with a management partner, and these ACOs were on average more heavily primary
care and outpatient care focused. ACOs that had a management partner were less likely to
include hospitals and be integrated delivery systems, more likely to include only physician
groups, and less likely to provide an array of services within the ACO. Management partners
provide a variety of services to ACOs, and among half of ACOs, the management partners
play a central role in ACO operations. Our data show that a number of different types of
organizations are playing the management partner role, including pre-existing management
services organizations; consulting firms, including large pre-existing firms and small
boutique firms formed solely to work with ACOs; commercial health plans or health plan
subsidiary companies; and non-profit consortiums.

What do these results mean to the ACO movement or the future of ACOs, and the physicians
involved in ACOs? ACOs with partners have quality and cost performance on par with
ACOs that have no partner, giving no clear indication of whether management partners
intrinsically improve providers’ ability to meet quality or cost performance targets. Our
results do suggest that outpatient, physician-based ACOs are considerably more likely to
work with a management partner. It is possible that management partners are helping more
physician groups to participate in ACO programs than would otherwise occur, perhaps
lending some credence to the phrase used in industry of management partners serving as
“ACO enablers.” It is unclear how this relates to broader findings on better performance
among physician-run ACOs, however.(19) For example, our sample was too small to tease
apart performance between physician group ACOs with and without a partner, and our study
design does not allow us to examine a counterfactual scenario examining how ACOs who
have a partner may have performed without a partner (or vice versa: how ACOs without a
partner may have performed with such a partner). Thus, the selection issues inherent in our
performance comparisons limit our confidence in speaking to what value partners bring to
the providers they work with.

Several other considerations warrant attention. First, much has been made of the capital and
expertise necessary to begin an ACO, with some observers detailing expensive start-up costs.
(3-5) Our data suggest that many ACOs are relying on management partners for financial
support, including start-up funding. This may be particularly true for ACOs without
hospitals, given literature which shows that in ACOs with hospitals, the hospital often brings
financing and technical capabilities to the ACO.(3) ACOs’ relationships with management
partners may be similar to relationships between management services organizations and
integrated delivery networks or physicians, where the management partner offers a set of
centralized services and manages the contract,(20,21) as well as takes a cut of the savings or
bonuses achieved by the ACO.

This arrangement has both positive and negative aspects. In some ways, these relationships
between physician networks and management partners may resemble relationships between
physician networks and insurers partnering to start provider-sponsored health insurance
plans, through Medicare Advantage or other domains. Policymakers and payers may want to
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consider potential problems with such relationships between management partners and
ACOs. In particular, understanding how savings are shared between physicians and partners
may be important. For example, some observers argued that fees levied by practice
management firms have been high in relation to the value of the service provided for
physician groups.(20) Based on such experience, it is possible that inexperienced providers
would benefit from protection or guidance in contracting with management partners,
particularly given the unregulated and new realm of non-provider partners with ACOs, to
ensure providers contract in their best interest.

Second, it is possible in some cases that the management partner is playing a central role in
developing physician networks to pursue ACO contracts. Our data suggest that in around
half of ACOs with a management partner, the partner is providing four key services, and in
two-thirds of those ACOs, the partner provided financing. This indicates that the partner is a
major driver (or perhaps the major driver) instigating ACO activity among providers. More
data are needed to understand the extent to which this is the case. In these cases,
management partners are likely engaging physicians in ACO activity whom otherwise would
not be participating in ACOs.

Our data suggest that policy-makers, at both the state and federal levels, as well as payers,
should take into account the roles of management partners in ACOs. Providers’ needs for
capital and technical expertise are still unmet. Medicare has sought to meet needs for capital
through Advance Payment Program and the ACO Investment Model, but not all ACOs
qualify for these programs. Additional up-front funding for providers may allow those with
limited assets to effectively start an ACO without searching for a partner to provide
significant funding for infrastructure, such as data analytics or staff for care management.

Needs for technical expertise or data infrastructure similarly could be provided through
payers, such as states, Medicare, or commercial payers. For example, incentives might be
used to support smaller physician groups and those in rural areas lacking the resources for
needed management and infrastructure capabilities. Or, states, Medicare, or other payers
may choose to support providers further with more centralized or expert data analytics, as
Blue Cross has done in the Alternative Quality Contract in Massachusetts and some payers
are doing through commercial payer ACO programs. Similarly, the state of Colorado
through their Medicaid program has developed dashboards for providers, providing a data
analytic tool centrally such that physician groups need not purchase or develop this capacity
internally.

An additional question for consideration is how the prevalence of management partners in
ACOs may influence some of the less proximal outcomes of ACOs. ACOs are sometimes
considered one step in a larger progression toward population health and value-based
purchasing, allowing providers to gain experience in population health before transitioning
to a more global model. While some facets of management partners may be a time-limited
need (e.g. financing to being ACO initiatives), other facets may reflect a long term set of
resources partners are supplying, such as data analytic work or care management, and the
interaction of provider reliance on partners and the longer arc of delivery reform should be
considered. The presence of management partners at the ACO stage may facilitate providers
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contracting for expertise rather than building it internally, and this arrangement will have
implications for the types of expertise and capabilities being built internally by provider
groups. Providers that rely heavily on management partners in ACO contracts may require
similar assistance or partnerships in more advanced value-based contracts or population
health programs, building in a role for management organizations that is much longer-term
than ACO contracts.

There are several avenues where additional research would significantly advance our
understanding of management partnerships in ACOs. A richer understanding of the nature of
these partnerships is necessary to assess their positive or negative consequences, if any. In
particular, understanding the nature, motivation, and structure of relationships between
providers and management organizations is essential to building better policy. For example,
are providers looking to partners for capital investment, for expertise, or to provide services
difficult for providers to develop internally? To what extent are providers seeking out
partners, versus partners seeking out providers? What are the financial relationships between
providers and partners? To what extent is this activity possibly foreshadowing changes in the
organization of health care, such as consolidation or purchasing of health care providers by
non-health care entities? While management partners may exert negative influences on an
ACO’s autonomy, it is likely that without these partners there would be far fewer providers
participating in ACOs in the United States today. It will be important to continue to track the
development of management partners and their net impact on performance as ACOs
continue to grow and evolve.

Supplementary Material

Refer to Web version on PubMed Central for supplementary material.
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Exhibit 1.

Proportion of ACOs with management partners increased across ACO cohorts, as did share
of ACOs with a management partner providing financing or multiple core services

Source: Authors’ analysis of National Survey of ACOs, Waves 1-3

Notes: “Multiple core services” means the management partner is providing all four services
described in the text and Exhibit 2, including data analytics, care coordination,
administrative services, and provider education.
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Administrative Education Care All four
Coordination services (data,
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admin, educ)

Services provided by management partner

Prevalence of financing and services from management partners among ACOs with

management partners
Source: Authors calculations
Notes: * p<0.05; ** p<0.01; ***p<0.001
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Exhibit 3.

Provider composition and clinical services offered in ACOs with and without management
partners show ACOs with management partners are smaller and more primary care centered
Source: authors’ analysis of the National Survey of ACOs, Waves 1-3

Notes: * p<0.05; ** p<0.01; ***p<0.001
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Exhibit 4

Performance among Medicare ACOs with and without management partners

IncludesPartner  NoPartner  p-value on difference

Cost performance

Achieved savings in year 1 23% 17% n/s
Achieved savings in year 2 23% 25% nls
Gross savings per beneficiary in year 1 $72 (372) $6 ($52) n/s
Gross savings per beneficiary in year 2 $117 ($69) $27 ($71) n/s

Quality composite scor e(out of 100 possible points)

Year 1 mean score 63 64 nls
Year 2 mean score 67 68 n/s
N 56 92

Source: authors’ analysis of the National Survey of ACOs, Waves 1-3

n/s not significant; *p<0.05; **p<0.01; ***p<0.001
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