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“Stabilizes” Fee Updates

• Repeals the SGR, averting a nearly 25% cut in fees and 

finally eliminating the annual need for a “doc fix”

• July 2015-2019: Annual fee update 0.5%, 2020-2025: 0%

– Payment increases (and decreases) take place through 

MIPS or an approved alternative payment model (APM)

• After 2025: 0.25% update, but 0.75% if APM participation

• Before 2025, 5 percent bonuses for six years for physicians 

that qualify as participating in APMs that involve more than 

“nominal risk” and are measured on quality equivalent to 

MIPS

– Qualified medical homes count as APMs without risk

– Participants in APMs get out of the MIPS
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The Merit Based Incentive Payment System (MIPS)

• Combines the 3 current incentive programs:

– Physician Quality Reporting System (PQRS) – quality

– Value-Based Modifier (VBM) – quality & resource use

– Meaningful Use (EHR)

• Applies to payments after January 1, 2019 – the current programs 

are in use till then and sun-setted

• Applies to all the types of health professionals receiving fee 

schedule $’s 

• Excludes those with too few Medicare patients and those who have 

threshold level of payment through APMs

• May participate through EHR use, qualified clinical data registries 

and/or through group, “virtual” group or affiliation with a facility or 

hospital
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MIPS payment adjustment
• Negative adjustments capped

– Those at 0-25% of threshold get maximum negative adjustment

• 2019: 4%

• 2020: 5%

• 2021: 7%

• 2022: 9%

• Positive

– Maximum: 3 X annual cap for negative adjustment – so 

theoretically as much as 27% more (I am not kidding)

– Eligible for additional payment if 25% above performance 

threshold

• But total is capped at $500 million / year (2019-2024)
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1. The timelines are unnecessarily 

ambitious and will interfere with 

solid evaluations
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Reports of the death of fee-for-service  

are greatly exaggerated 
– Only 13 hospital systems out of 80 respondents say they 

derive 10% or more of net patient revenue in 2015 from 

risk-based contracts. 2/3’s said <1% of net patient 

revenue came from risk-based contracts – Modern Healthcare 

survey reported 6/18/16

– “Now that they are seeing surpluses, they aren’t thrilled 

about venturing into the uncertainty of risk-based 

contracting.” – Len Nichols in Modern Healthcare

– The economics of it are good…The procedures and the 

drugs are well reimbursed. It’s a big business.” -- Patrick 

Duke, managing director at CBRE Healthcare, a 

consulting group that advises hospitals on real estate 

projects in a Washington Post article on a “Cancer 

Building Boom” -- 9/2/15
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For physicians 

• “After dropping precipitously in the early 2000s, the 

overall percentage of physician office visits covered 

under capitation experienced a long, slow decline 

after 2007… In 2013, 94.7 percent of all physician 

office visits were covered under fee-for-service 

arrangements.” -- Zuvekas and Cohen Health Affairs, 3/16

• In other words, the period in which physician 

service volume increases were the flattest in 

decades was also the period with greatest reliance  

on fee schedule payments
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An implication of these and other bits of evidence is 

that the flattening in health care spending, beginning 

even before the 2007-8 recession and including 

Medicare, was achieved the old fashioned way – by 

limiting price increases, mostly through the ACA (for 

hospitals, MA plans and other providers), not through 

value-based payment (although anticipation of such 

may have played a role)

“Fixing” FFS can play an important role in achieving 

better financial incentives for quality and spending 

restraint, yet is mostly ignored when discussing 

payment reform. 
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2. MACRA undermines the 

evidence requirements that the 

ACA correctly established 
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Most MACRA “advanced APMs”

are implemented under demo authority

• Based on “expected” or “anticipated” 

success, not actual demonstration of such

• Do we really expect CMS will withdraw APM 

approval when an evaluation finds the demo 

has failed either on either the quality or 

spending reduction criterion required under 

the ACA? 
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3. Pay-for-performance (MIPS) is 

conceptually suspect, 

operationally challenged, and 

doesn’t seem to work in broad 

application 
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“If you can’t measure it, you can’t 

manage it”

• The theoretical basis for much of public policy 

activity around public reporting and P4P 

• To add authority, this slogan is commonly 

attributed to W. Edwards Deming, a highly 

respected management scholar and 

practitioner, deceased about 20 years
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What Deming actually wrote 

• “It is wrong to suppose that if you can’t 

measure it, you can’t manage it – a costly 

myth.”  
– The New Economics, 1994, page 35. 

– So not just taken out of context, but an overt misquote

• Other consistent Deming quotes (of many available):

– “The most important figures one needs for management are unknown 

or unknowable, but successful management must nevertheless take 

account of them.” Out of the Crisis, 1982, p 121

– “Management by numerical goal is an attempt to manage without 

knowledge of what to do, and in fact is usually management by fear.”  

Out of the Crisis, p. 76
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We have now been at P4P, based on 

its “compelling logic,” for > 10 years 
• Behavioral economists have now weighed in, 

raising concerns about compromise of intrinsic 

motivation such that overall performance declines

• There are major measure gaps (that can’t readily be 

filled), assorted reasons for measurement 

inaccuracies, high administrative costs, and reports 

of alarming provider gaming, e.g., rise in 31-day 

mortality

• Physician and hospital P4P has been extensively 

studied and mostly found unsuccessful 

• Yet, MIPS increases the P4P financial stakes a lot
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The food here is terrible --
and such small portions 

-- old Catskill’s joke
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4. Bribing physicians with 5% 

more in fees and exemption from 

MIPS doesn’t add up to Medicare 

program savings
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Let’s do the math
• The most successful CMMI demos achieve 1-2% 

savings (not Dartmouth’s 30%), but which is not 

trivial if achieved broadly and sustained

• Spending for physician and other health professions 

spending  represents about 20% of total Medicare 

spending

• Thus, giving 5% more to physicians to play requires 

a 1% overall savings offset to just break even. But 

Medicare needs to share the savings under risk-

based APMs  
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5. The complex of public reporting, 

P4P, APM expectations and activities 

diverts attention to equally or 

arguably more important policy issues 

that don’t fit neatly into the 

measurement/rewards framework
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Examples of marginalized policy 

issues  

• Diagnosis errors – The 2015 IOM report documents 

that 5-15% of interactions with the health care 

system results in a mis- or missed diagnosis. Yet, 

they are not measureable outside of research

• Inappropriate/unwanted care – mostly ignored in 

episode-based APM designs

• High and variable prices – a more important driver 

of excess health care spending than service use
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