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EXECUTIVE SUMMARY
For the last several years, accountable care organizations 
(ACOs) have grown rapidly as a model of paying for 
and delivering health care. Despite this momentum, the 
future of the model remains uncertain. In this paper we 
present projections of how the ACO model is likely to 
grow under four possible future scenarios. In the baseline 
scenario (what we consider to be most likely under current 
conditions) the number of ACO-covered lives increases to 
105 million by 2020. Under ideal conditions, this number 
could soar to over 176 million. These projections also help 
us gain a better understanding of how different factors 
could affect the growth of the movement. For example, the 
passage of the Medicare Access and Chip Reauthorization 
Act of 2015 (MACRA) has had a substantial positive impact 
on the projected growth of the movement, and the largest 
risk to the movement lies in the possibility that existing 
ACOs will have increasingly negative financial results. In 
each of the scenarios, the model increases in prevalence, 
giving confidence that accountable care will continue to 
play an important role in the health care industry for years 
to come.

BACKGROUND
Value-based care delivery models designed to improve the 
financial and quality outcomes of health care organizations 

have been the focus of the health care discussion for 
several years. Featured prominently in this discussion 
are provider-led organizations that are responsible for 
the cost and quality outcomes of a defined population, 
known as accountable care organizations (ACOs). The 
number of ACOs has grown rapidly over the past few years, 
increasing from 157 in March of 2012 to 782 in December 
of 2015. Similarly, the number of lives covered by ACOs 
has increased from an estimated 7 million in March of 
2015 to 23 million in December of 2015. ACOs have 
been formed by a variety of providers, including hospital 
systems, physician groups, and integrated delivery systems 
and include commercial payers as well as Medicare and 
Medicaid.

The federal government has demonstrated clear support 
of the ACO model, which will prolong and accelerate 
the growth of the accountable care model. In January 
of 2015, Health and Human Services Secretary Burwell 
announced a goal to move fifty percent of total Medicare 
spending to value-based payment models by 2018.i 
The Center for Medicare and Medicaid Innovation has also 
announced several new programs such as the Next 
Generation ACO Model,ii the Comprehensive ESRD Care 
model,iii and the Oncology Care Model.iv Perhaps the most 
impactful was the passage of the Medicare Access and 
CHIP Reauthorization Act of 2015v (MACRA), which 
provides strong incentives for providers who participate in 
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Figure 1. Growth of ACOs Over Time
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alternative payment models.  

Despite strong support from the federal government and 
many other stakeholders in the health care industry, the 
future growth of ACOs remains uncertain. The model is 
still relatively new, and the early results from ACOs have 
not been consistently positive.vi This paper presents ACO 
growth projections for a series of possible scenarios. 
These projections depict what may happen and also shed 
light on how various factors impact the growth of the ACO 
movement. 

DRIVERS OF GROWTH
As the ACO movement has matured, the factors 
influencing the growth of the movement have evolved. 
The factors influencing growth during the early stage of 
the movement fit into four broad categories: 

1. Altruism: The belief that accountable care represents a
better way of delivering care.

2. Experimentation: The use of accountable care as
a preparatory model for more advanced models of
provider risk-bearing.

3. Expansion: The use of accountable care as a strategy to
increase market share.

4. Defense: The use of accountable care as a response
to risk-bearing approaches by market competitors
and/or an inability to stay competitive with traditional
payments.

In the immediate future, the growth of the ACO movement 
will depend most heavily on the success of current 
ACOs. Providers who are considering accountable care 
with hesitation will be most strongly influenced by the 
success or failure of organizations currently involved in 
accountable care. This also applies to current participants 
in the Medicare Shared Savings Program (MSSP) who must 
decide whether or not to continue their participation. 

Incentives and penalties imposed by federal and/or state 
governments will also shape the growth of the movement 
by shifting the financial risks and opportunities. Providers 
may be pushed toward accountable care by the belief that 
these arrangements will eventually be forced on them. The 
move toward accountable care will continue to differ by 
geography according to market variations in ACO success, 
government policies, and other factors.

METHODS
We forecasted the number of lives in accountable care 
arrangements based on the Diffusion of Innovationsvii  
(DOI) theory and Bass Diffusion Modelviii (BDM). The DOI 
explains how an innovation spreads though a population 
over time. In this analysis we rely on three principal 
factors: innovators, imitators and the rate of replacement. 
Innovators are organizations who are the first, or among 
the first, to try a new innovation—the ACOs that are first 
to act within a market without a clear example of what 
accountable care represents. Imitators are organizations 
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Figure 2. Growth of Estimated ACO-covered Lives Over Time
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on qualitative assumptions about the changes in each of 
these 27 variables, we were able to model how they may 
impact the ongoing adoption of the accountable care 
model.

SCENARIOS
Baseline Scenario
We first modeled a baseline scenario using assumptions 
we believe will be most likely based on past trends and 
current conditions. One of the key assumptions in this 
scenario is that the federal government will continue 
to demonstrate strong support of the accountable care 
model. This support will be manifest through the ongoing 
implementation of new ACO programs such as the Next 
Generation ACO model, the Comprehensive ESRD Care 
program, and the Oncology Care Model. Perhaps a 
stronger manifestation of federal support are the 
incentives offered through the alternative payment model 
track of MACRA. Specifically, providers receiving a 
substantial portion of their Medicare or total revenue 
through alternative payment models will be eligible for a 
5% Medicare bonus payment from 2019–2024. 
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who follow innovators based on observed success—the 
providers that subsequently adopt accountable care. 
The rate of replacement describes the rate at which 
organizations that have become ACOs remain in the 
program. We model the past growth and expected future 
growth by evaluating each of these factors individually. 

Forecasting the number of lives in the market began 
with fitting past growth information, which establishes 
baseline measures for the rates of innovation, imitation, 
and replacement. Once completed, these baseline 
measures were combined with qualitative assumptions 
about the future impact of various health care factors, 
including provider and payer consolidation, technology 
adoption, political pressures, demographic changes, and 
consumer responses to accountable care. Collectively, 27 
variables were qualitatively evaluated. We then weighted 
the expected impact of each of these variables on how 
they may impact innovators, imitators and organizations 
renewing their contracts. Each variable was considered 
individually during the weighting process, and the 
composite effect of the weighting was observed. Based 

Figure 3. Baseline Scenario



Figure 3 shows the projected growth of ACO-covered lives 
under the baseline scenario. The number of lives would 
quadruple, increasing from 23 million lives currently to 105 
million lives in 2020, which represents approximately one-
third of Americans. 

Baseline without MACRA
The second scenario that we modeled was similar to the 
first except that it assumes that MACRA was not passed. 
The purpose of modeling this projection was to determine 
the impact that MACRA had on the growth of accountable 
care in the baseline scenario above. The assumptions 
related to positive financial results and support from 
commercial payers remain unchanged, but the degree 
of support from the federal government is drastically 
reduced. 

As seen in Figure 4, in this scenario the number of ACO-
covered lives increases to 68 million in 2020. While this is 
still a substantial increase, it is far short of the 105 million 
projected in the baseline scenario. From this we can infer 
that the passage of MACRA is responsible for an additional 
37 million ACO-covered lives.  
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Qualifying providers will also be eligible for a higher 
(0.75% instead of 0.25%) annual payment increase starting 
in 2026.ix Though these incentives will not be available for 
a few years, we expect to see the positive impact on ACO 
growth immediately as providers take preparatory steps to 
become eligible. 

Another assumption key to the baseline scenario is 
that positive financial results will become increasingly 
common. To date, only a minority of ACOs have earned 
bonuses, but we expect this percentage to increase for two 
reasons. First, ACOs will have had more time to implement 
processes and learn to manage a population. Second, as 
early ACOs become successful, newer ACOs will have a 
proven path to follow.   

A third assumption is that commercial payers will 
continue to move aggressively toward risk-based 
contracts. Commercial payers currently account for 54% of 
accountable care payment arrangements. As commercial 
payers realize the cost savings and see improved 
management of their populations through accountable 
care, they will increasingly favor these contracts.

Figure 4. Baseline Scenario Without MACRA
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Financial Failures
The next scenario that we modeled explores what would 
happen if ACOs are unsuccessful. In the baseline scenario 
we assume that more time and experience will lead to 
a higher percentage of ACOs having positive financial 
results, but here we assume that an increasing percentage 
of ACOs will either fail to recoup their investment costs 
by earning shared savings, or worse, incur shared losses. 
This scenario also assumes that ACOs that experience 
financial failures will abandon accountable care either by 
terminating or failing to renew their contracts. Similarly, 
this scenario assumes that commercial payers will 

also find these contracts to be unfavorable—that the 
investment costs associated with additional technology 
and administrative burden do not yield a positive financial 
return. 

Interestingly, despite these failures, the number of ACO-
covered lives is still projected to grow, as illustrated in 
Figure 5. The number of lives covered by ACOs actually 
increases to 41 million by 2020. While this is 64 million 
fewer lives than what was projected in the baseline 
scenario, this illustrates that negative financial results 
will not bring the growth of accountable care movement 
to a halt. The continued increase is likely due to the fact 

Figure 5. Financial Failures Scenario
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that in this scenario there is still strong support from the 
federal government through the incentives in the MACRA 
alternative payment models track.

Widespread Support
The final scenario that we considered was one that would 
greatly accelerate the growth of the accountable care 
movement. In this scenario we assume strong support 
from all stakeholders in the health care industry, so that 
the conversation shifts from if there will be a transition to 
how the transition will take place. 

In this scenario, we assume that the robust support 
from the federal government and commercial payers 
will be sustained. Additionally, we assume that state 
governments will be attracted to the cost-saving potential 

of accountable care and will incorporate principles of 
accountable care into their Medicaid programs. Another 
assumption is that a large majority of providers will 
develop and demonstrate a commitment to accountable 
care as a result of positive financial results and/or the 
belief that this model results in better care. A final 
assumption is that accountable care will lead to an 
enhanced patient experience and consumers will develop 
a significant preference for receiving care from an ACO. 
Patients will show support for accountable care both 
by patronizing ACOs and by supporting policies that 
proliferate accountable care. 

The growth in ACO-covered lives in this scenario is striking. 
As illustrated in Figure 6, it increases from 23 million lives 
currently to 177 million lives in 2020—a more than 600% 
increase. While this scenario is less likely than the baseline 

Figure 6. Widespread Support Scenario
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scenario, it is useful to consider in that it illustrates how 
quickly and how thoroughly the accountable care model 
could spread under optimal circumstances.   

CONCLUSION
While there is wide variation between the different 
scenarios, the number of ACO-covered lives continues 
to increase in each scenario. Negative results by existing 
ACOs pose the biggest threat to the movement, but 
even that wouldn’t lead to a decrease; it would only limit 
the extent of the growth. This provides confidence to 
stakeholders that accountable care will continue to play 

an expanding role in the health care industry. The wide 
variation between each of the scenarios emphasizes the 
importance of different factors on the proliferation of the 
model. For example, MACRA is expected to account for 
an additional 37 million lives. With enthusiastic support 
from public and private payers, providers and consumers 
could potentially exceed 176 million—more than half the 
national population—within the next five years.
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