
 

ISSUE BRIEF
MACRA Implementation: What Is at Stake and What Is Needed
John S. O’Shea, MD

No. 4615 | OctOber 13, 2016

the Medicare Access and chip reauthorization 
Act of 2015 (MAcrA)1 repealed the flawed Sus-

tainable Growth rate (SGr) system of paying for phy-
sician services in Medicare. Although the MAcrA 
legislation is conceptually sound, much of the final 
legislative language is complex and vague. the suc-
cess or failure of the legislation therefore rests with 
the decisions concerning the law’s implementation.2

In April, the centers for Medicare and Medicaid 
Services (cMS) released the 962-page proposed rule 
regarding the implementation of key provisions of 
MAcrA. the final rule is scheduled to be released 
in the next several weeks. While the regulators did 
make some adjustments based on stakeholder input, 
more work needs to be done. Unless the areas of con-
cern are addressed in the final rule, congress and 
the next Administration will need to consider fur-
ther reducing the reporting requirements in MIPS, 
setting a more rational timeline, and expanding the 
scope of qualified advanced alternative payment 
models to ensure the necessary infrastructure is in 
place to support the legislation.

Payment Reform Under MACRA
MAcrA establishes two tracks for the future of 

physician payment in Medicare: the Merit-based 

Incentive Payment System (MIPS) and participa-
tion in Alternative Payment Models (APMs).3 the 
Quality Payment Program (QPP) is the amalgama-
tion of these two tracks. However, for the foresee-
able future, the vast majority of physicians will not 
have an option of choosing between the two tracks.

The Increasing Burden of MIPS. With its sub-
stantial reporting burden, MIPS is likely to become 
increasingly unattractive over the next decade—
especially to small, independent practices, the major-
ity of whom are likely to see substantial cuts to reim-
bursement. In fact, cMS estimates that only 30,000 
to 90,000 eligible clinicians would be exempt from 
MIPS through participation in Advanced APMs. For 
the rest (between 687,000 and 746,000), based on 
provider performance, MIPS payment changes would 
be equally distributed between negative and positive 
adjustments to ensure budget neutrality.

Lack of Equity. Aside from conforming to bud-
get neutrality, little about payment adjustments in 
MIPS is equitable. In the proposed rule, the cMS 
estimated that bonuses would be handed out to 81.3 
percent of clinicians in organizations with 100 or 
more eligible clinicians and 54.5 percent of clinicians 
in organizations of 25–99 eligible clinicians, while 
penalties would be meted out against 87.0 percent of 
solo eligible clinicians, 69.9 percent of eligible clini-
cians in practices of two to nine clinicians, and 59.4 
percent of eligible clinicians in practices of 10–24 
clinicians. Although the cMS has backed off those 
estimates and—to its credit—recently introduced 
considerable first-year reporting flexibility,4 small, 
independent practices will likely still be at a disad-
vantage once MIPS is fully implemented. According 
to an August 2016 survey, 50 percent of non-pediat-
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ric physicians have never heard of MAcrA and 32 
percent recognize the name but are unaware of the 
legislation’s requirements.5

Declines in Reimbursement. Providers who remain 
in MIPS and are average in their performance scores 
(receiving neither positive nor negative updates) will 
see their inflation-adjusted Medicare reimburse-
ments decline by close to 18 percent over the next 
decade.6 even the majority of providers who perform 
well enough to receive positive updates are unlikely 
to earn enough to get the reimbursements up to their 
baseline. Small practices, those that generally oper-
ate on narrow financial margins, could see their fees 
reduced by more than 20 percent.

Increased Administrative Burden. MIPS is a com-
plex pay-for-performance program. Its administra-
tive burden will be substantial, despite the cMS’s 
attempts at streamlining the reporting burden in 
MAcrA by incorporating the previously separate 
Physician Quality reporting System (PQrS), elec-
tronic Health record-Meaningful Use (Her-MU), 
and Value-based Modifier (VbM) programs into 
MIPS. Furthermore, there is limited evidence that 
pay-for-performance programs lead to significant 
improvements in health care quality.7

The Scarcity of APMs. As noted, providers can 
get out from under the increasing burden of MIPs 
by participating in an Advanced APM. In addition, 
from 2019 through 2024, clinicians who have a suf-
ficient share of revenue coming through one or more 
Advanced APMs will receive a 5 percent incentive 
payment. From 2026 onward, clinicians meeting 
the threshold criterion for participation in eligible 
Alternative Payment entities (eAPes) will receive a 
higher update (0.75 percent) than clinicians who do 
not meet that criterion (0.25 percent).

Yet the MAcrA proposed rule drastically limits 
the number of eligible Advanced APMs to models 
authorized in Section 3021 of the Affordable care 
Act.8 Furthermore, with few exceptions,9 the mod-
els that currently qualify as Advanced APMs are 
Accountable care Organizations (AcOs) in tracks 
2 and 3 of the Medicare Shared Savings Program 
(MSSP) or the Next Generation AcO model.10

Weak Early ACO Performance. Although a con-
siderable amount of effort has gone into the develop-
ment and implementation of AcOs, the early results 
suggest that the cMS should greatly expand the 
options for APM participation. A recent cMS press 
release11 highlighted a combined total program sav-
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ings for Medicare AcOs in 2015 of $466 million, but 
a more detailed analysis, which includes not only the 
savings achieved by a small number of organizations 
but also what Medicare paid in bonuses to AcOs 
and the cost of running the program, shows that the 
overall impact to the Medicare program in 2015 was 
actually a net loss of at least $216 million. Moreover, 
net per capita savings—a more meaningful number 
than total savings—show a loss to taxpayers for the 
cohort of participants entering the program in the 
past three years.12

Recommendations for Improvements
If the final rule on MAcrA fails to include the 

changes necessary to ensure the law’s successful 
implementation, congress and a new Administra-
tion should consider the following recommendations.

 n Make MIPS meaningful. MIPS is essentially a 
complex pay-for-performance payment system 
that requires providers to report on measures in 
several categories, including quality, Advancing 
care Information (meaningful use of certified 
electronic Health record technology), clinical 
Practice Improvement Activities, and resource 
Use.13 Although the cMS has made some effort to 
streamline the reporting process, the adminis-
trative burden will still be substantial. According 
to a recent national survey of physician practices 
published in Health Affairs, physicians and their 
staff currently spend, on average, 785.2 physician 
and staff hours per physician annually—equaling 
$15.4 billion—to track and report quality mea-
sures for Medicare, Medicaid, and private health 
insurers. three-quarters of the surveyed prac-
tices did not feel that the measures helped them 
improve their care, although the average cost to 
a practice for spending this time is $40,069 per 
physician per year.14 this is consistent with other 
analyses of pay-for-performance programs.15

the goal of any performance measurement sys-
tem should be to improve patient care, not deter-
mine how much physicians are paid. the report-
ing burden in MIPS should be drastically reduced 
in order to align with the development of mean-
ingful performance metrics. Physicians should 
only report on measures that aid them in improv-
ing care for the patients they treat, not an arbi-
trary number of measures in order to “perform” 
well in MIPS.

 n Expand eligible APMs beyond ACA initiatives. 
Under the proposed rule, a payment model can 
qualify as an Advanced APM in two ways. First, it 
can be one of the models listed above, all of which 
are AcA initiatives. Second, it can qualify through 
the Physician-Focused Alternative Payment 
Model technical Advisory committee (PtAc), 
which is charged with evaluating proposals for 
new APMs and, if appropriate, favorably recom-
mending them to the Secretary of the Depart-
ment of Health and Human Services. Although 
the PtAc recently released a draft of its Proposal 
review Process,16 very little is known about the 
eventual capacity of the committee to evaluate 
and recommend models. In addition, the Secre-
tary is under no legal obligation to test or imple-
ment any model recommended by the committee.

Given the paucity of Advanced APMs and the diffi-
culty of successfully participating in the currently 
available models, as evidenced by the early results 
and attrition levels, the incentives for APM par-
ticipation that were incorporated in the MAcrA 
legislation will be irrelevant to the vast majority 
of providers unless the pool of available Advanced 
APMs is greatly expanded. those incentives were 
not meant simply to bolster participation in cur-
rent AcA initiatives; rather, they were intended 
to encourage payment reform innovation from a 
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wide variety of stakeholders. the APM incentives 
in the proposed rule reward only those few pro-
viders who already have the resources and expe-
rience to take on substantial risk while failing to 
provide a clear glide path to meaningful payment 
reform for the rest.

 n Extend MACRA incentives to Medicare 
Advantage. One way that the cMS could quick-
ly and dramatically accelerate innovation and 
participation in payment reform is by extending 
the APM incentives in MAcrA to the Medicare 
Advantage (MA) program. MA enrollment contin-
ues to increase in virtually all states. Almost one 
in three people on Medicare (31 percent or 17.6 
million beneficiaries) is enrolled in a Medicare 
Advantage plan in 2016, with the penetration rate 
exceeding 40 percent in five states.17 evidence sug-
gests that, in areas with a large MA penetration, a 
spillover effect is contributing to a slowdown in 
overall Medicare fee-for-service spending.18

According to a recent cMS report to congress, 
Medicare Advantage Organizations (MAOs) and 
their network providers have for some time been 
engaged in payment models that can be classi-
fied under every category of the Administration’s 
Payment taxonomy Framework19 and support 
payment approaches at all levels of the payment 
continuum. In addition, MAOs often enter into 
contracts with providers with the intention of 
moving those providers into more sophisticated 
risk-based payment arrangements over time, as 

they become feasible for and acceptable to both 
parties.20 this provides an on-ramp for meaning-
ful payment reform without putting taxpayers at 
additional financial risk, something that is cur-
rently lacking in MAcrA.

Conclusion
the intended goals of the MAcrA legislation—

to repeal the SGr, stabilize physician payments 
and foster meaningful payment reform—are sound. 
However, the final legislative language and the pro-
posed rule have created a situation where MIPS will 
become increasingly untenable for a large number of 
providers. At the same time, a scarcity of available 
Advanced APMs could leave them with nowhere else 
to go.

rather than adhere to an arbitrary timeline, 
MAcrA implementation should reflect these reali-
ties. Providers should only be assessed on and their 
payments linked to performance measures that 
improve patient care, not measures that merely 
conform to MIPS. In addition, the APM incentives 
in MAcrA need to be extended beyond the current 
AcA initiatives to foster true innovation from a vari-
ety of sources, including Medicare Advantage. If the 
final rule does not address these issues, then con-
gress and the next Administration will need to make 
the necessary changes.
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