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Policy Points:

� Accountable care organizations (ACOs) form alliances with manage-
ment partners to access financial, technical, and managerial support.

� Alliances between ACOs and management partners are subject to
destabilizing tension around decision-making authority, distribution
of shared savings, and conflicting goals and values.

� Management partners may serve either as trainers, ultimately breaking
off from the ACO, or as central drivers of the ACO.

� Management partner participation in ACOs is currently unregulated,
and management partners may receive a significant portion (in some
cases, majority) of shared savings.

Context: Accountable care organizations (ACOs) are a prominent payment
and delivery model. Though ACOs are often described as groups of health
care providers, nearly 4 in 10 ACOs partner with a management company
for services such as financial investment, contracting, data analytics, and care
management, according to recent research. However, we know little about how
and why these partnerships form. This article aims to understand the reasons
providers seek partners, the nature of these relationships, and factors critical to
the success or failure of these alliances.

Methods: We used qualitative data collected longitudinally from 2012 to 2017
at 2 ACOs to understand relationships between management partners and ACO
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providers. The data include 115 semistructured interviews and observational
data from 7 site visits. Two coders applied 48 codes to the data. We reviewed
coded data for emergent themes in the context of alliance life cycle theory.

Findings: Qualitative data revealed that management partners brought specific
skills and services and also gave providers confidence in pursuing an ACO.
Over time, tension between providers and management partners arose around
decision-making authority, distribution of shared savings, and conflicting goals
and values. We observed 2 outcomes of partnerships: cemented partnerships
and dissolution. Key factors distinguishing alliance outcome in these 2 cases
include degree of trust between organizations in the alliance; approach to
conflict resolution; distribution of power in the alliance; skills and confidence
acquired by the ACO over the life of the alliance; continuity of management
partner delivery on promised resources; and proportion of savings going to the
management partner.

Conclusions: The diverging paths for ACOs with management partners sug-
gest 2 different roles that management partners may play in ACO development.
In some cases, management partners may serve as trainers, with the partnership
dissolving once the ACO gains skills and confidence to work alone. In other
cases, the management partner is a central driver of the ACO and unlikely to
break off.

Keywords: strategic alliances, accountable care organizations, management
partners, life cycle theory, organizational learning.

L iterature on accountable care organizations (ACOs)
typically defines and discusses them as provider organizations,1

implicitly assuming that ACOs are provider-driven. However, re-
cent research suggests this notion may be incorrect: more than one-third
of ACOs have a management partner.2 Some well-known management
partners include Collaborative Health Systems (Universal American),
Evolent Health, Aledade, and Caravan Health. Survey data suggest these
partners often play a central role in ACO development. For example,
in two-thirds of ACOs with partners, the management partner shares
financial risk or reward; in half, the management partner provides a
combination of potentially critical ACO services, including care coor-
dination, data analytics, education, and administrative and contracting
services.2

Despite this evidence on the prevalence of partners, we know little
about why providers work with management partners, the nature and
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dynamics of these partnerships, and the extent to which management
partners promote ACO performance. Without understanding more in
depth the role management partners play, research on ACO implemen-
tation and performance may be laden with errors in conclusions—for
example, overlooking major factors predicting performance, misat-
tributing effects of particular capabilities, or misunderstanding chal-
lenges providers face in pursuing ACO contracts. In addition, without a
fuller understanding of ACO partnerships, policymakers and stakehold-
ers will be unable to develop meaningful policy, programs, or supports
to better aid providers who wish to pursue ACO contracts. For exam-
ple, the need for up-front financing and the need for expertise in data
analytics present 2 quite different challenges.

In this paper, we provide the first indepth examination of relation-
ships between ACOs and management partners. Our contribution is
to identify ACOs’ motivations to partner with management companies
and to characterize the nature and dynamics of these partnerships for
2 ACOs, while also examining the costs of such partnerships. We use
existing literature and theory on strategic alliances in health care, paired
with in-depth qualitative data from 2 ACOs with management partners,
to understand how and why these partnerships come about; tensions that
arise; and the long-term stability of these partnerships.

Theoretical Framework

Salk and Vora define strategic alliances as “any goal-oriented contrac-
tual cooperation between two or more partner organizations, involving
some asset-specific investment by one or more of the partners.”3 Draw-
ing on this definition, we conceive of ACOs as strategic alliances when
2 or more independent organizations, including health care providers
and management partners, voluntarily pool resources to achieve mutual
goals. In our view, alliances have a life cycle, including partnership for-
mation, growth accompanied by a rise of tension, and maturation or
dissolution of these partnerships.3,4 In this analysis, we focus particu-
larly on (1) why alliances form; (2) sources of tension; and (3) how the
management of tension and conflict affects the stability and success of
alliances. The alliance literature provides a useful framework to situate
our study of management partnerships with health care providers in
ACOs for 3 compelling reasons.
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First, though the Centers for Medicare and Medicaid Services (CMS)
intended ACOs to have tight organization and governance, empirical
work on ACOs shows this typically is not the case (eg, D’Aunno et al.4

and Lewis et al.5). We argue that a major reason many ACOs are loosely
organized and governed is that they are “start-ups” with no widely
accepted blueprint with fine details for how to manage or govern them-
selves. Though the applications that organizations file to participate
in CMS ACO programs may look solid on paper, arrangements on the
ground often are fluid and not well defined. Indeed, in our view, an
important contribution of our paper is to show how the dynamics of
ACO formation and development unfold over time.

Second, an alliance conceptual framework is useful for our study be-
cause it emphasizes the life cycle of interorganizational arrangements.
Neither individual organizations nor alliances are static in their form
or operations. Rather, organizations and alliances typically change over
time, often in unplanned ways. Alliance conceptual models aim to ana-
lyze these changes.

Last, alliance models can accommodate the use of other conceptual
lenses from organizational theory to analyze relationships among ACO
partners (see the special issue on ACOs published in Medical Care Re-
search and Review, 2016). D’Aunno and Zuckerman,6 for example, used
multiple conceptual models (transaction costs, resource dependence, in-
stitutional theory) to analyze the development of hospital alliances. On
the one hand, our paper follows in this vein by using an alliance concep-
tual framework that has the benefits noted earlier, especially its focus on
life cycle dynamics, while, on the other hand, we draw on other impor-
tant concepts (trust, power) from the organizational theory literature.

Emergence of Alliances

Health care providers may be prompted to seek partners for a variety of
reasons; these reasons in turn can influence which partners the providers
choose. Research suggests that threats from their external environments
(eg, a turbulent health care market), opportunities (eg, new Medicare
programs), and uncertainty motivate providers to seek partners.5,7,8 The
current health care landscape may provide both uncertainty about health
care payment and new opportunities in the form of initiatives from payers
(such as ACO programs). Additionally, in some regions, independent
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providers may experience threats such as a heavily consolidated local
market that prompt them to seek out partners to form an alliance.9

Research on ACO alliances suggests that many new partnerships between
providers have formed in response to Medicare and Medicaid ACO
programs.5

Partnership selection is often key to a successful alliance. Complemen-
tarity, commitment, and trust are 3 major factors cited in how partners
are selected.10 Alliances are often most successful when partners bring
unique and complementary resources and expertise, rather than simi-
lar (or competing) expertise.10 Among ACO alliances between provider
organizations, providers sought partners largely to decrease real or per-
ceived risk associated with pursuing an ACO and to provide expertise or
resources.5,11,12 Trust is also a key element of partnership selection and
long-term success of alliances.13,14 Among ACO provider partnerships,
partners often had a history of working together that provided a founda-
tion of trust.5,11,12 Additional factors that influence trust include degree
of fit between organizational cultures and for-profit versus not-for-profit
status.

In ACOs, providers may seek partners to fill perceived gaps in their
skills, expertise, or capacity rather than attempt to develop these skills
or capacities internally. In some cases, expert partners serve as trainers for
organizational learning, enabling transfer of expertise from the manage-
ment partner to the ACO.15-17 Research on partnership ACOs suggests
that some providers in ACOs look to hospital partners to provide exper-
tise, data, and capital that physician practices lack.5,11 However, rela-
tionships with hospitals bring challenges as well, such as the difficulty
of aligning the hospital business model with ACO payment, which often
encourages reduced use of hospitals.11,18 These challenging relationships
may push some providers to look for these capabilities elsewhere when
pursuing accountable care.

Partnership Instability and Dissolution

While a large body of literature has examined factors predicting alliance
formation and ultimate success, a smaller body has focused on alliance
stability, tension, and conflict (but see Hearld et al. on fragility of
community health alliances19). This translates to a great deal of work
on the formation stage, but less research has focused on the growth
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and associated tension phase and the resulting maturation or dissolution
of alliances, particularly using in-depth data.3 Some work shows that
alliance instability is often a result of internal tension and conflict among
partners. As partners experience lack of trust and conflict, alliances
become unstable and at risk of dissolving, particularly if there is an
external shock.20 Other factors internal to an alliance that increase the
risk of dissolution include power imbalances among members, status
loss of a member, and failure to achieve alliance goals.20-24

To our knowledge, no research has yet studied the dissolution of ACO
alliances. Work on ACOs shows that some provider partnerships un-
der ACOs experience conflict and distrust,5 but this research is thin
and has not studied dissolution. The larger literature on alliance dis-
solution predicts several conditions that may prompt ACO alliances
between providers and management organizations to dissolve. ACO al-
liances may fail due to significant inequality between providers and their
management partners in making key decisions about ACO strategy or
operations. Additionally, failure of the ACO to achieve goals such as
attaining financial bonuses may precipitate alliance instability. Some
have predicted that ACOs may face similar challenges as the integrated
delivery networks of the 1990s,25 and inability to overcome these chal-
lenges may lead to the dissolution of ACOs or alliances between ACOs
and management partners, akin to the unraveling of integrated delivery
networks in the prior era.25,26

In sum, this paper fills a gap in current literature by examining
in depth how and why providers partner with management organizations
in ACO contracts; the nature of these partnerships, such as the level of
power or control the management partners exert compared to providers
in the ACO; tension or conflicts that arise; and the long-term stability
of these partnerships.

Methods

For the analysis in this paper, we use qualitative data from 2 Medicaid
ACOs; the composition of each ACO is described in Table 1. These 2
ACOs are drawn from a larger, comprehensive array of qualitative data we
collected that includes 66 ACOs. At these 66 ACOs, we spoke with 475
individuals between 2012 and 2017 through a combination of phone
interviews (n = 122) and site visits (n = 15) (during which we collected
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Table 1. Features of Management Partner Alliances

Collaborative
ACO Access ACO

ACO composition
Approximate number of attributed

patients
28,500 30,000

Includes a hospital No Yes
Includes a physician group Yes Yes
Includes behavioral health

providers
Yes Yes

Includes safety net providers (eg,
public hospital, FQHC)

Yes Yes

ACO board membership
Includes management partner No Yes
Includes safety net providers Yes Yes
Includes physician group Yes Yes
Includes hospital systems No Yes
Includes community organizations No Yes

ACO contract Medicaid Medicaid
Approximate shared savings

earned
Year 1 $2 m $1.5 m
Year 2 $3 m $5 m
Year 3 $3.5 m $5 m
Year 4 $5.5 m

Management partner
For profit Yes No
Alliance initiated by Providers Management partner
Role on board No vote 2 votes, with veto

power
Partnership status at last data

collection
Dissolved Cemented

Services provided by management
partner
Financial investment Yes Yes
Administrative services Yes Yes
Data analytics Yes Yes
Care coordination and/or quality

improvement
Yes Yes

Abbreviations: ACO, accountable care organization; FQHC, federally qualified health
center.
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both interview [n = 170] and observational data). For this analysis, we
chose to compare these 2 ACOs for 4 reasons. First, each ACO began as a
partnership between local providers and a management partner. Second,
at each ACO we have robust data collected over multiple years, including
interviews with members of the ACO and the management partner as
well as observational data, representing deep data on alliances between
management partners and ACOs. While other ACOs in our larger data
also have strategic alliances with management partners, our data on
the alliances themselves are not comparably robust, with some sites
limited to semistructured phone interviews. Third, as Medicaid ACOs,
the sites serve similar patient populations, making them an informative
comparison by holding patient population and payer constant, while
differing in key ways useful for alliance comparison, as highlighted in the
results. Finally, based on our knowledge of the larger set of ACOs with
management partners in our broader qualitative data, our assessment
is that these ACOs are not outliers. For example, the needs that drive
partnership formation as well as the key issues that impact trust and
alliance stability resonate with other such partnerships in our larger data
set.

From these 2 ACOs, we collected data from 2012 to 2017 consisting
of 11 semistructured phone interviews as well as observational data and
104 semistructured interviews from 7 site visits. (See Table 2 for a break-
down of data sources.) Site visits lasted 3 to 5 days, and 2 to 4 members
of the research team went on-site for data collection. The research team
created tailored interview guides for each site visit interview. Typical
topics included daily work; internal and external communication and
collaboration; responses to the changing health care market; work on
cost reduction and quality improvement; data collection, analysis, and
sharing; and provider engagement. Sample interview guides are avail-
able upon request. We spoke with a range of individuals drawn from
different categories, including ACO leadership; management partner
personnel; ACO board members; ACO staff; leadership at participating
organizations; providers; and patient support personnel. All interviews
(phone or in-person) were recorded and transcribed.

The research team has a strong relationship with each site, with
both ACOs granting us a notable degree of access. The research team
regularly observed a variety of meetings, including internal clinical
meetings; meetings between ACO leadership and providers; meetings
of ACO leadership, providers, and management partner staff; quality
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Table 2. Data Included in Analysis

Collaborative ACO Access ACO

Number of individuals
spoken with

112 87

Number of site visits 5 2
Years of data collection 2012; 2013; 2014;

2016; 2017
2015; 2016; 2017

Number of interviews 59 in-person; 8 by
phone

45 in-person; 3 by
phone

Meeting observations 19 4
Types of meetings

observed
Board; finance

committee; quality
committee;
ACO–management
partner meetings

Board meeting;
ACO–management
partner meetings;
clinical huddle

Types of documents
collected

Committee meeting
minutes; job
descriptions and
advertisements;
strategy documents;
performance data;
quality plans and
protocols; grant
reports

Job descriptions and
advertisements;
strategy documents;
performance data;
quality plans and
protocols; project
reports

Quantitative data
accessed

Cost and quality
performance

Cost and quality
performance

Abbreviation: ACO, accountable care organization.

and finance committee meetings; and board meetings. Additionally, our
observational data include natural interactions between each ACO and
its management partners, ranging from uncontentious (eg, care man-
agement workflows) to contentious (eg, negotiation of shared savings
distributions) interactions. Observers on the team are trained to dia-
gram the space and participants, take near verbatim notes, and catalog
nonverbal cues.

Team members read transcripts multiple times to identify emergent
themes. A preliminary codebook was developed, first deductively draw-
ing on relevant literature and then expanded inductively based on the
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language and themes that emerged in the data.27 Codes included con-
ceptual, relational, characteristic, and setting codes. Two members of the
study team double coded 10 interview transcripts to assess the adequacy
of the codebook and establish agreement on meanings and appropriate
application of codes. Agreement on application of codes was strong, with
the majority of disagreements concerning extent of the surrounding text
coded, not whether or not material met the coding definition. Following
this, minor changes to the codebook were made, including additions,
deletions, and refinement of definitions. The 2 coders then split the
remaining transcripts and individually coded, bringing uncertainties up
for group discussion to maintain agreement on interpretations. The final
codebook used in this analysis consisted of 48 codes and is available upon
request.

We reviewed coded data and analyzed for emergent themes. Particu-
larly salient data were reviewed as a group during analytic meetings and
discussed in relation to our evolving understanding of the management
partnerships in our data.

Throughout, we use pseudonyms and avoid identifiable details to
protect the sites’ anonymity.

Results

Our comparative data from 2 cases, Access ACO and Collaborative
ACO, illustrate key themes that may shape management partnerships
across the life cycle of the alliance. Table 1 shows characteristics of
both ACOs. Both hold Medicaid contracts; have a similar number
of attributed patients; include a physician group, behavioral health
providers, and safety net providers; and have earned shared savings in
each year of their ACO contracts. They also differ in key ways: Access
ACO includes a hospital and has a more diverse board than does Col-
laborative ACO, including management partner representation on the
board.

Throughout the alliance life cycle, we identified themes particularly
salient to management partnerships that cut across phases. These key
themes include money (where it is coming from and how it is being
spent); power dynamics between the ACO and its management partner;
and expertise of the management partner. We find that how these ele-
ments are handled in the context of organizational culture fundamentally
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shapes trust between the ACO and the management partner in these
2 cases, and it critically shapes stability and outcome of the alliance.
In the following sections, we explore the life cycle of these alliances for
each of the 2 ACOs, beginning with partnership formation, to growth
and the emergence of tension, to maturation or dissolution of partner-
ships. These 2 cases provide fine-grained data to compare how key issues
around money, expertise, and power influence trust and ultimately the
outcome of the alliance. We begin by examining the case of Access ACO,
followed by the case of Collaborative ACO.

Access ACO

Partnership Formation

Upon formation, Access sought financial, data analytic, risk-based con-
tracting, and administrative support from a partner in order to pursue
an ACO contract. Access ACO chose to form an alliance with a man-
agement partner that worked with several ACOs in its region and that
had courted the ACO as part of a self-described “speed dating” process.
As described in a report, the ACO “entered into a management services
agreement with [the management partner] to provide staffing support
for finance, information services, customer service, governance, and other
[ACO] administrative functions.” In addition, the management partner
agreed to provide “strategic guidance and key operations infrastructure
for [Access ACO]” as well as an executive to manage the ACO and key
operational staff. The management partner had historically served as
a health plan and was focused on redefining its work in the context of
health care reform. As a health plan, the management partner had a long-
standing prior relationship with some of the participating primary care
practices in Access, with leadership crossing over from the boards of par-
ticipating practices to Access’s board and to the management partner’s
board, building on and cementing long-standing collaborative relation-
ships and trust. Moreover, both Access and its management partner were
nonprofit organizations with experience working with Medicaid popu-
lations; both ACO and management partner staff talked openly about
their shared organizational culture, described as “mission, vision, val-
ues” in their terms, focused on serving vulnerable populations, fostering
community ties, and building robust relationships.
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These strong personal and governance ties were an important factor
in early partnership building. In a joint meeting between Access and
the management partner, the management partner said that, from the
start, they were interested in:

really trying to blend the best of all worlds, trying to have a local
board, a local community-led effort, which is really in the spirit of
what [ACOs] were trying to do, but also have [management partner]
as the engine for it, so that from a financial backing standpoint, from a
services standpoint and hopefully bringing our expertise and systems
and such to really blend those two things together to create [an ACO].

At the same time, the management partner provided significant, no-
strings, up-front funding for the ACO to administer in pursuit of health
care transformation. The management partner fostered independent,
local, ACO-level decision making about the use of investment funds.
In an interview with the management partner leadership, they provided
history on the partnership:

We made it very clear that those were community dollars for the
community and that board to decide how to spend, not that if they
[the ACO] thought of a good idea then [the management partner]
would say, “No, we’re not going to do that one.” That really I think
built the trust.

Moreover, the ACO and management partner agreed on a governance
structure that was designed to foster democratic engagement, with each
organizational representative having, in the words of the ACO exec-
utive, “the same vote and the same voice” to level the playing field
among hospitals, community health centers, and individual members.
Additionally, from its inception the ACO board deliberately opened
meetings with declarations of conflicts of interest and discussions of
these conflicts in a move to, in their words, “surface” latent conflicts to
openly address and resolve. We observed this same language of surfacing
and consistent effort to openly discuss and resolve conflict outside of
board meetings as well, including working meetings within the ACO
as well as meetings between the ACO and the management partner.

While other Access board members have equal representation on the
board, the board includes 2 representatives of the management partner.
Despite this structural inequality, at this early stage, their partner was
not interested in dominating the board. Instead, in an explicit move
to foster trust and the board’s development, the management partner
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“really moved to the backseat intentionally and took a large step back
and provided information and shared data such as the financials . . .
but didn’t come with very many recommendations.” A power-sharing
approach and consistent investment in the community with support
for local ACO-level decision making fostered trust at the leadership
level between the ACO and the management partner, as did the shared
emphasis on community engagement. At the same time, the manage-
ment partner provided critical support to the ACO in terms of finance,
staffing, network development, data analytics, and reporting.

Partnership Growth: Rising Tension

Our longitudinal data show an evolution in the relationship between
Access and its management partner. The management partner initially
gained Access’s trust through financial transparency, consistent follow-
through on plans and promises, and no-strings investments in the local
community described earlier. Two and a half years into the partnership,
leadership at Access’s management partner believed that “increasingly,
though, we are seeing ourselves as all a team, and there is not a[n]
[Access] team and a [management partner] team, but we all work to-
gether to sort of define what the projects are, how we implement them,
where we prioritize.” For Access, no significant conflicts arose around
the management partner’s capacity to deliver on technical expertise or
agreed-on resources, which they consistently provided per their agree-
ment. In part, ACO-level satisfaction with technical expertise was sup-
ported by the ACO executive’s choice to take a complementary skills
approach to the alliance. She recalls making a strategic choice to en-
courage her ACO staff to view the management partner as expert in
areas of risk-based contracting, claims, and utilization management.
Although certain participating providers expressed frustrations with
perceived technical gaps that arguably derived from the management
partner, these gaps in technical expertise were less visible to Access ACO
staff and hence not a source of conflict.

Despite the management partner’s optimism, additional elements
of friction developed as well. Tension arose around issues of central
versus local identity and decision-making power. Not long after hearing
the management partner’s perspective on unity as a team, we observed
friction at a staff meeting at Access. Access leadership pushed ACO
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staff to do strategic planning for the upcoming calendar year. Staff
requested more time because “it depends on what [Access] wants to
prioritize and what [management partner] wants to prioritize.” When
ACO leadership instructed staff to start with local Access planning,
ACO staff who worked closely with the management partner interjected
that the partner was making decisions and setting priorities without
including or informing Access. When we asked a clinical leader at Access
about this tension, she cast the partnership in slightly more measured
terms, as becoming “more of a we than it was” but still “I don’t think
it’s as strong as [management partner] wants it to be.”

We also observed this tension between the power of the ACO versus
the management partner on the Access board, particularly around the
question of whether the board or the management partner held final au-
thority in decision making. One provider board member acknowledged
that “we’re trying to decide if we’re an advisory board or a governance
board.” Two years into the partnership, the Access board had a retreat
expressly focused on defining Access’s and the management partner’s
roles, particularly with respect to decision making. While the retreat re-
sulted in greater clarity about mechanisms for decision making, months
after the retreat Access’s CEO noted that the question remains “exactly
what is it over which [the board is] governing and where are those lines
drawn?”

The retreat clarified that, while the management partner has only
2 voting representatives on the board, those representatives hold veto
power over Access board decisions. In addition, although the Access
board approves financial decisions, “99% of the dollar is delegated out
to entities [by the management partner] and we [the ACO board] don’t
approve financials on that portion.” Despite efforts at clarification, board
members remained uncertain after the retreat regarding the nature of
the board’s authority in relation to the management partner. It remained
unclear to what extent board members’ uncertainty was a product of their
disinterest in recognizing the extent of the power imbalance between
the local ACO board and its management partner.

Outcome: Mature Alliance

Although Access ACO experienced potentially destabilizing tensions
around local expertise and decision making, both organizations used
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open communication to identify and address tensions, and the ACO ex-
plicitly chose to remain in an alliance with the management partner. In
an interview we conducted jointly with Access and its management part-
ner, the leaders at the management partner explained the complicated
dynamics around continuation or dissolution of the partnership:

We’ve always kind of put out there would [Access] want to be its own
[separate organization]? Two of the [ACOs] we’re involved with are
separate organizations. . . . I don’t know where it’ll end up but I do
think that for now it’s really in a balance where we’re really trying to
find that sweet spot, or the best of both worlds.

In this case, separation would be achieved by the ACO buying out its
management partner in the joint venture. External reports verify this
statement of openness to separation. An early report from 2013 de-
scribing the “partnership” between the 2 organizations establishes that
the management partner “is explicitly committed to having the [ACO]
be locally accountable, and will facilitate the transition to an indepen-
dent, community-based organization, when appropriate.” Statements
from Access’s CEO mesh with these descriptions of the partnership:

That was a very live question: “Do we go independent? Do we separate
out into our own [organization]?” and [we] are very comfortable now
saying “no,” that this is the best model for us and that we work
best when we are locally developed strategies in alignment with
[management partner]’s strategies as well. And that the depth of
thinking and ability to implement some of the transformation is
magnified tremendously by being closely connected to them.

When asked in a follow-up interview a year later if they had revisited
the discussion about separating from their management partner, Access
remained strong in its commitment to the partnership, stating, “No,
we’re done with that. Done.”

Access ACO Analysis

In our estimation, several key factors fostered and protected the ACO’s
trust in its management partner and the long-term vitality of the strate-
gic alliance: the financial investment of the management partner; shared
organizational culture, including the commitment to openly address-
ing and resolving tension; and the cultivation of complementary skills.
On the financial side, the management partner’s continued financial



770 G.F. Murray, T. D’Aunno, and V.A. Lewis

investment in the ACO was coupled with the partner taking a moderate
portion (<30%) of savings earned, promoting trust from the ACO that
the management partner was committed to Access for more than just
profit.

As nonprofit organizations currently and historically pursuing Med-
icaid contracts, Access and its management partner’s shared organiza-
tional culture included a focus on mission, rather than profit, and, crit-
ically, a shared commitment to openly addressing and resolving sources
of tension in the alliance. Both organizations identified and worked to
resolve tension through formal meeting structures, such as statements
of conflicts of interest at the start of board meetings and adapting a
meeting agenda to add time for discussion aimed at resolving conflicts
when they were raised. Moreover, the language used for such discussions
was marked by more measured tones and word choice, with elements
like raised voices, assertions of blame, and other more aggressive com-
munication approaches absent. Finally, the ACO and the management
partner cultivated a complementary skills approach to the alliance, in
which Access’s CEO encouraged her staff to conceive of the management
partner as holding specialized technical expertise in contracting, claims,
and utilization management that dovetailed with the ACO’s skills. This
is in contrast to an approach where the ACO could have encouraged
the development of comparable internal expertise to that held by the
management partner.

These issues are critical throughout the alliance’s life cycle and were
clear in all stages of our data collection; ultimately, they work together
to produce an alliance that has remained stable thus far. We turn now
to comparative data from Collaborative ACO, which illustrate sources
of instability in the ACO’s alliance with its management partner.

Collaborative ACO

Partnership Formation

In contrast to Access ACO, Collaborative ACO and its national, for-profit
management partner had no prior history of working together before the
establishment of the partnership. Initially, the providers in Collaborative
ACO determined they needed an external partner to provide financing,
data analytic support, project management, and contracting support.
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At this stage, in addition to lacking adequate financing, the ACO felt
it lacked the necessary skills in the aforementioned areas to pursue an
ACO contract on its own. Collaborative ACO initiated a competitive
bidding process that involved multiple potential management partners.
The ACO ultimately chose a national health services firm with expertise
in data analytics, care management, and other administrative services.
Their partner was “instrumental in helping us, guiding us,” according to
ACO leadership, and provided crucial up-front financial support to cover
“direct costs associated with all the tools and systems and personnel”
necessary to succeed as an ACO. In the words of one Collaborative
provider, “I think anyone else working at [a safety net] level is going
to need a partner like this who is willing to step up and put some skin
in the game and take some risk with us.” The management partner was
willing to take financial risk, investing at a level that the ACO could
not afford on its own. Collaborative leaders were clear from the start
that their management partner was critical: “They have enabled us to
do something we otherwise could not have done.”

From the start, however, there was an awareness of differing agendas
and the need to protect each organization’s self-interest. As a group
of safety net providers, Collaborative ACO and its management partner
approached the partnership with different goals and values. Collaborative
was aware that the management partner had an agenda to use the ACO
as a laboratory to gain knowledge that “benefits them and their business
models into the future. . . . I think we understand that and are fine with
that, because we feel it’s a mutually beneficial arrangement.” Through
the development of the partnership, “you have gotten the Kumbaya
group with the business group, and we’re meeting somewhere in the
middle.” Despite this stated acceptance, Collaborative leaders shared
that the “board also wanted to have some staffing and legal services to
be sure that the interests of the [providers] was balanced against the
interests of [the management partner].”

Partnership Growth: Rising Tension

Despite initial enthusiasm, as the partnership progressed, tensions arose
around expertise, power, and money. Collaborative leaders expressed
doubt about their partner’s capacity to fulfill their commitments on
health information technology and data analytics. One provider felt that
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the management partner (as well as others who had participated in the
competitive bidding) had exaggerated their expertise, saying, “‘Oh yeah,
the interfaces won’t be any problem, the data mining will be easy.’ That
hasn’t been. So I think they really oversold themselves and I think any
of the other organizations it would have been the same story.”

Both Collaborative ACO respondents and management partner re-
spondents identified leadership as an area of contention, with manage-
ment partner personnel challenging providers to lead the ACO’s work:
“You guys now own this; now what do you need from us to keep this
moving?” Some Collaborative providers “were getting a little frustrated”
to hear their management partner push them to take the lead when their
partner had yet to follow through on staffing promises such as personnel
to focus on quality and process improvements. Although Collaborative
leaders did rise to their partner’s challenge, taking greater ownership
of the work, tension remained. However, Collaborative leaders thought
these kinds of tensions were part of a “normal process” in partnerships as
organizations attempt “a balancing of the power.” Moreover, the push-
pull around leadership resulted in a highly engaged quality committee in
which ACO and clinic personnel worked alongside management partner
personnel, gradually acquiring some of the technical skills the providers
had originally sought from their management partner along with a de-
gree of confidence in their technical capacity that was originally lacking.

While tensions around leadership were understood to be a normal
part of partnership development, when financial pressures intensified,
underlying tensions escalated. Partway through the ACO contract it
appeared that the ACO would not achieve savings. From one Collabo-
rative provider’s perspective, “suddenly, in a one-week period, we went
from being in the money to not in the money and the pressure at [the
management partner] built so quickly around that point.” It seemed
as if their partner “retrenched back into their health plan mentality.”
Leaders on the management partner side were frustrated that “we haven’t
made any money at this.” Although they had previously stated that they
were banking on gains in learning and experience more than financial
gains, when push came to shove, finances mattered: we “can’t continue
to do this. We’re not a nonprofit.” It was at this point, when Collabo-
rative’s management partner began to decrease financial investment in
the ACO, reducing staffing levels that were originally planned under
the partnership agreement, that the possibility of dissolution was first
raised.
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Fundamentally, as one of Collaborative’s leaders regularly said, “We’re
trying to work together here, but if it doesn’t work out . . . then you’ve
[management partner] got to do what you’ve got to do, and we’ve got
to do what we’ve got to do.” In the face of rising tensions and financial
pressures, Collaborative consistently maintained the distinction between
the ACO and the management partner with an eye to the possibility
of separation. These factors led to a marked degree of instability in
Collaborative’s alliance with its management partner.

Outcome: Conflict-Driven Dissolution of
Alliance

Unlike Access ACO, Collaborative ACO’s alliance ultimately dissolved.
Also unlike Access ACO, Collaborative provider leaders had used the
alliance as a learning opportunity, gaining technical skills and confidence
in their capacity to lead cost and quality work internally. Because of this,
they set a course to dissolve this alliance and remain independent, rather
than seek to replace their management partner.

The management partner’s reduced financial investment in the ACO,
including lower staffing levels than initially planned, may have initiated
the possibility of separation; however, dissolution was ultimately carried
out by a push from Collaborative ACO providers, prompted by dissatis-
faction with not only the management partner’s withdrawal of resources
but also the high price for its services. When Collaborative ACO did
eventually earn savings under its ACO contract (see Table 1 for approx-
imate amount per year), a significant portion went to the management
partner. The combination of the management partner’s withdrawal of
resources and receipt of a significant portion of shared savings once they
were earned proved fatal to the alliance.

At this point, the ACO determined to work toward total dissolution
of the alliance, with a stepwise process to shift the management part-
ner to a vendor relationship, while the ACO further built up internal
capacity with the ultimate goal of severing the relationship entirely. De-
lays in developing internal data analytics capacity meant that the ACO
maintained a vendor relationship with its management partner longer
than planned, but the ACO remained committed to cutting that tie as
soon as it was able. As one Collaborative leader put it: “I say we’re in a
separation agreement; we’re divorcing.”
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Collaborative ACO Analysis

In our analysis, several key factors undermined trust and destabilized
the alliance between Collaborative ACO and its management partner,
including conflicting goals and organizational cultures; differences over
relative power and decision making; and failure of the management
partner to maintain investments while charging high fees, in the form
of taking a significant portion of shared savings. From the start, there
was a significant divide between Collaborative’s goals and organizational
culture as a mission-driven, nonprofit safety net provider and those of
its management partner as a for-profit, national firm. Moreover, the
2 organizations had neither prior working relationships nor personal
history to draw on to help bridge their differences. These challenges
could have been overcome; however, rising tension over decision-making
power and limited tactics to openly address and resolve these tensions
eroded trust and alliance stability.

Finally, failure of the management partner to maintain financial in-
vestments in the alliance (eg, promised staffing levels) while receiving
a significant portion of savings constituted a critical challenge to trust
and commitment to the alliance. These factors created a relationship
characterized by initial wariness that ultimately resulted in distrust and
a conflict-driven dissolution of the alliance. While it may be tempting
to see the dissolution of Collaborative’s alliance as inevitable given the
mission and cultural mismatch and wariness that characterized the for-
mation stage of the alliance, in our analysis these early challenges were
surmountable. In contrast, the removal of promised staff whilst taking
a high share of shared savings proved more difficult to overcome. Crit-
ically, though, the ACO providers had used the strategic alliance as an
opportunity to learn from the management partner during the course of
the alliance, thereby gaining both technical capacity and the confidence
derived therefrom to not only dissolve their alliance but choose not to
seek another management partner.

Conclusion

These 2 cases illustrate key facets of strategic alliances between 2 Med-
icaid ACOs and their management partners. The most important com-
monality we find in their partnership formation phases is the drive
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to partner because providers felt they lacked necessary funding, infras-
tructure, and expertise to successfully pursue an ACO on their own.
Critical issues in the formation stage included degree of investment;
whether or not the management partner was represented on the board;
and approach to relationship building. For both alliances, during the
partnership growth phase, tensions arose around issues of money, exper-
tise, and decision-making power. For Access ACO, these tensions were
resolved through active conflict resolution, and the alliance remained
intact throughout our research period. In contrast, for Collaborative
ACO growing distrust paired with the management partner’s decreased
investment and high fees prompted dissolution; because the ACO had
gained expertise through the alliance, it did not seek an alternate man-
agement partner.

Our in-depth examination of 2 cases in which ACOs worked with
management partners suggests that these partners may play a central role
in ACO formation, allowing providers to participate in ACO programs
when they otherwise likely would not have joined. Money, power, and
expertise were key issues for the 2 partnerships examined here, both as
the fundamental matters spurring partnership formation and the key
flash points for conflict and dissolution. Together, how these issues
were handled by partners influenced the level of trust between partners
and ultimately the fate of these alliances. Where tensions were ignored
and left to fester, trust eroded, thereby fundamentally weakening the
partnership. In contrast, in the alliance in which tensions and their
sources were explicitly addressed, there was an opportunity to strengthen
trust, with implications for the longevity of the alliance.

Our qualitative data on these 2 alliances identify reasons why health
care providers may seek management partners, finding that manage-
ment partners often provided both tangible resources and services (such
as funding, data analytics, and care management services) while also in-
spiring a more generalized confidence among providers about pursuing
an ACO. As the 2 ACOs moved into performance periods of contracts,
tensions between ACOs and their management partners surfaced. These
tensions arose around issues of who received and controlled money, of-
ten at a point where the ACO was achieving savings and health care
providers in the ACO became uneasy with the financial cost of part-
nering with a management organization. These tensions are related to
questions over the power that the ACO and the management partner
hold and whether or not the ACO perceives the management partner as
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delivering the level of expertise and services promised at the beginning
of the partnership. It is worth noting that most management partners
may by unable to fully deliver on promised technical expertise insofar
as health information technology, predictive analytics, and care coordi-
nation remain challenging areas still under development. In our data,
however, inadequate delivery of expertise alone prompted frustration but
not outright conflict. When this occurred during the formation phase
for Collaborative ACO, participants were able to move past this frustra-
tion with an understanding that these are challenging areas for any firm
to deliver on. In contrast, reneging on promised staff constituted a more
thorough disruption to the stability of the alliance.

Several years into ACOs, data here and elsewhere suggest diverging
paths for ACOs with management partners.28 Some alliances between
ACOs and management partners mature and persist, while others dis-
solve. In our in-depth analysis of 2 alliances, we identified 2 key factors
that influenced the decision to continue or dissolve partnerships. First,
the level of internal capacity an ACO develops is important: ACOs must
feel they can take over the services previously delivered by their man-
agement partners in order to dissolve the partnership. ACOs that have
developed enough internal capacity are likely candidates for dissolv-
ing partnerships. Second, whether or not ACOs and their management
partners are able to overcome inevitable tension that arises can influ-
ence whether a partnership dissolves, as well as the terms on which the
partnership dissolves.

The diverging paths for these 2 ACOs with management partners
suggest 2 different roles that management partners may play in ACO
development. In some cases, management partners may serve as training
partners, assisting providers with little experience with new payment
models and population health to develop capacity and confidence inter-
nally while working alongside a partner, until the ACO feels confident
to run the ACO alone. This mirrors existing literature on alliances as
conduits for organizational learning between participants.15-17 At this
point, the partnership dissolves and the ACO may retain a vendor re-
lationship with the partner in a reduced capacity. In other cases, the
management partner is a central driver of the ACO and unlikely to
break off.

Our work has some important policy implications. First, in line
with prior research, 2,5,11 this investigation suggests that providers who
feel a need for financial resources and technical expertise may turn to
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partners to fill this gap. While some providers turn to hospitals for these
resources, others turn to management partners. These findings suggest
that ACOs lacking capital or technical expertise (eg, physician-group
ACOs or safety net ACOs) require support that is currently lacking from
payers. Programs that can provide more advance financing, such as ex-
panding programs like Medicare’s Advance Payment program, could al-
leviate this need. In addition, payers providing more data analytics may
also provide an alternative to private sector management partners. In
contrast, another way stakeholders or researchers may support providers
is by developing more transparency in the types of management part-
ners and models of partnership, such as ways to structure governance
across ACOs and management partners, information on models of fee
structures, and characteristics or capabilities of partners that may be
meaningful. With this type of information, providers seeking to start
ACOs may learn from the experience of existing ACOs to best assess
whether potential partners will be a good fit with a given ACO’s needs
and goals. Finally, payers or policymakers may consider whether they
want to regulate some aspects of management partnerships with ACOs,
such as the amount of savings derived from tax dollars (Medicaid and
Medicare) that can flow to management companies, akin to some states
requiring Medicaid health plans to be nonprofits, or the federal govern-
ment limiting profits by commercial plans sold on insurance exchanges.

Our analysis has several limitations. First, we draw on data from just
2 ACOs; our results are not representative or generalizable. Studies us-
ing broader, more representative data would be needed to determine,
for example, the overall extent to which these partnerships are matur-
ing and dissolving as well as the generalizability of the mechanisms
we identified for these 2 alliances. However, we believe our results are
still instructive to the field. The use of narrow, but deep, data allows
us to understand in a much richer and more nuanced way how partner-
ships emerge and function. Second, our analysis focused exclusively on
alliances with management partners, precluding work comparing why
providers choose to ally with management partners compared to other
types of organizations, such as hospitals. Third, our analysis focuses on
2 ACOs that are intrinsically strong organizations on their own. As
such, their experiences are unlikely to reflect those of weaker ACOs
that may be more likely to be on the losing end of alliances with man-
agement partners. Finally, our study focused exclusively on Medicaid
ACOs, which means we may miss dynamics specific to other payers,
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such as Medicare ACOs. Other research, however, suggests there may be
much commonality across cases.2,4

There are several avenues where additional research would signifi-
cantly further our understanding of this field. First, it would be produc-
tive to explore dynamics around trust, money, power, and expertise in a
larger, comparably rich, qualitative sample. Second, this paper focused
on alliances with management partners; the ACOs described, however,
also involve new partnerships among health care provider organizations.
The literature on alliances and partnerships has not focused in depth on
highly complex alliances, such as multiple types of new partners. Given
that our data suggest such complex alliances may be common as well
as significant to understanding accountable care, future work explor-
ing this topic would be important for understanding both ACOs and
broader trends in health care. Third, the literature on alliances would
benefit from further study of conflict in alliances, or how such conflicts
are resolved.
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17. Lumineau F, Fréchet M, Puthod D. An organizational learning
perspective on the contracting process. Strateg Organ. 2011;9(1):8-
32. https://doi.org/10.1177/1476127011399182.

18. Colla CH, Lewis VA, Kao L-S, O’Malley AJ, Chang C-H,
Fisher ES. Association between Medicare accountable care or-
ganization implementation and spending among clinically vul-
nerable beneficiaries. JAMA Intern Med. 2016;176(8):1167-1175.
https://doi.org/10.1001/jamainternmed.2016.2827.

19. Hearld LR, Bleser WK, Alexander JA, Wolf LJ. A systematic re-
view of the literature on the sustainability of community health
collaboratives. Med Care Res Rev MCRR. 2016;73(2):127-181.
https://doi.org/10.1177/1077558715607162.

20. Park SH, Ungson GR. Interfirm rivalry and managerial com-
plexity: a conceptual framework of alliance failure. Organ Sci.
2001;12(1):37-53. https://doi.org/10.1287/orsc.12.1.37.10118.

21. Jensen M. Should we stay or should we go? Accountability, sta-
tus anxiety, and client defections. Adm Sci Q. 2006;51(1):97-
128.

22. Baker WE, Faulkner RR, Fisher GA. Hazards of the market:
the continuity and dissolution of interorganizational market re-
lationships. Am Sociol Rev. 1998;63(2):147-177. https://doi.org/
10.2307/2657321.

23. Rowley TJ, Greve HR, Rao H, Baum JAC, Shipilov AV. Time to
break up: social and instrumental antecedents of firm exits from
exchange cliques. Acad Manage J. 2005;48(3):499-520.

24. Park SH, Ungson GR. The effect of national culture, or-
ganizational complementarity, and economic motivation on
joint venture dissolution. Acad Manage J. 1997;40(2):279-307.
https://doi.org/10.5465/256884.

25. Burns LR, Pauly MV. Accountable care organizations may have
difficulty avoiding the failures of integrated delivery networks
of the 1990s. Health Aff (Millwood). 2012;31(11):2407-2416.
https://doi.org/10.1377/hlthaff.2011.0675.

26. Burns LR, Pauly MV. Integrated delivery networks: a detour
on the road to integrated health care? Health Aff (Millwood).
2002;21(4):128-143. https://doi.org/10.1377/hlthaff.21.4.128.

27. Bradley EH, Curry LA, Devers KJ. Qualitative data analysis for
health services research: developing taxonomy, themes, and theory.
Health Serv Res. 2007;42(4):1758-1772.

28. Evans M. Universal American shrinks ACO business but takes
on more risk. Modern Healthcare. March 2, 2016. http://www.
modernhealthcare.com/article/20160302/NEWS/160309973.
Accessed September 28, 2018.

https://doi.org/10.1177/1476127011399182
https://doi.org/10.1001/jamainternmed.2016.2827
https://doi.org/10.1177/1077558715607162
https://doi.org/10.1287/orsc.12.1.37.10118
https://doi.org/10.2307/2657321
https://doi.org/10.2307/2657321
https://doi.org/10.5465/256884
https://doi.org/10.1377/hlthaff.2011.0675
https://doi.org/10.1377/hlthaff.21.4.128
http://www.modernhealthcare.com/article/20160302/NEWS/160309973
http://www.modernhealthcare.com/article/20160302/NEWS/160309973


Alliances Between Management Partners and ACOs 781

Funding/Support: Support for this research was provided by the National Insti-
tute on Aging (K01 AG049914), the Patrick and Catherine Weldon Donaghue
Medical Research Foundation, and the Commonwealth Fund.

Conflict of Interest Disclosures: All authors have completed the ICMJE Form for
Disclosure of Potential Conflicts of Interest. No disclosures were reported.

Availability of Data and Material: The qualitative interview data generated and
analyzed during the study are not publicly available, owing to the need for
confidentiality and anonymity.

Address correspondence to: Genevra F. Murray, The Dartmouth Institute for
Health Policy and Clinical Practice, Geisel School of Medicine at Dart-
mouth, 1 Medical Center Dr, Level 5 WTRB, Lebanon, NH 03756 (email:
Genevra.Murray@dartmouth.edu).


