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Pay Now … Or Pay Later 

Hospital inpatient 
27%

Hospital outpatient 
visits/other 28%

Professional 
procedures (non-

hospital) 30%

Drugs 16%

Primary Care 6%



Healthcare Expenditures vs. Outcomes

Healthcare Expenditures as % 

of GDP, 2005*
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*Bradley EH, et al. Health and Social Services Expenditures: Associations with Health Outcomes. BMJ Qual Saf (2011). 

*McGinnis JM, Russo PG, Knickman JR. The case for more active policy attention to health promotion. Health Aff (Millwood) 2002;21(2):78–93



$210bn
Unnecessary Services

$190bn
Administrative Costs

$130bn
Inefficient 

Delivery of Care

$55bn
Prevention 

Failures

$105bn
Inflated Prices

$75bn
Fraud

U.S. HEALTHCARE WASTE = NETHERLANDS GDP

$765bn
in wasted spending

Source: Institute of Medicine (2009 data); The World Bank (2009 data)



Source: RWJF/UWPHI.
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THE FUTURE HEALTH ECOSYSTEM WILL FOCUS ON THE TRUE DRIVERS OF OUTCOMES



Sustainable Growth Rate

2002-2015





MACRA: Medicare’s Shift to 

Value-based Delivery & 

Payment Models

Current as of 11/1/2016



Current State

Over 
Utilization

Volume 
over Value

Silos of 
Care

99

Fee for Service



Push Toward Value & Quality

• Medicare payments tied to quality 

or value by end of 2016

• Of those through alternative 

payment models (APMs) by end of 

2016

• Private payer business through 

value-based arrangements by 2020
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MACRA  Legislative Timeline

MACRA 
enacted

Request for 
Information

Proposed 
Rule released

Final Rule w/ 
comment
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*Medicare physician fee schedule published separately

April 16, 2015 October 1, 2015 April 27, 2016 October 14, 2016



What Does MACRA Do?

• Repeals the Sustainable Growth Rate (SGR)

• Extends Children’s Health Insurance Program (CHIP) 

funding for 2 years

• Creates 2 payment pathways

• Provides Annual Baseline Fee Schedule Updates 

2016-2018
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“The difference between what’s made available to me as 

a surgeon and what’s made available to our internists or 

pediatricians (or family physicians) or HIV specialists is 

not just shortsighted – it’s immoral” 

Atul Gawande
The Heroism of Incremental Care

Annals of Medicine, January 23, 2017
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In 2019 Physicians Must Choose One of Two Paths 

Forward



A More Accurate Scenario 



How Some Members Will See It



Streetlight Effect = Observational Bias
A policeman sees a 

drunk man searching 

under a streetlight and 

asks what he has lost. 

The drunk says he lost 

his keys, and they both 

look under the 

streetlight together. 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwivyb2r8vfKAhUMej4KHegXAmwQjRwIBw&url=http://www.bbeled.com/cases/solar-led-street-lighting/usa/01.html&psig=AFQjCNGtjIaZtuPz20SciYLnnm5wzE5R7Q&ust=1455561088930810


Streetlight Effect = Observational Bias

After a few minutes, the policeman asks, “Are 
you sure you lost them here?”  

The man replies, “No, I lost them in the park.” 
The 

policeman asks, “why are you searching here?”

The drunk replies, "this is where the light 
is.”

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwivyb2r8vfKAhUMej4KHegXAmwQjRwIBw&url=http://www.bbeled.com/cases/solar-led-street-lighting/usa/01.html&psig=AFQjCNGtjIaZtuPz20SciYLnnm5wzE5R7Q&ust=1455561088930810


Current “Quality” Metrics

• Are too numerous

• Are often inappropriately applied at the level of 
individual clinicians

• Lack evidence that they correlate with better 
health

• Compromise the patient-physician relationship

• Motivate diversion of resources and efforts away 
from more meaningful interventions

• Do not typically address harms associated with 
overtreatment

• Were often developed by prioritizing expediency





What Does MACRA Do?

• Consolidates quality programs

Merit-Based Incentive Payment 
System (MIPS)

• Potential for bonus payment for participation

Advanced Alternative Payment 
Models (AAPM) 
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QPP Participants

Physicians 

(MD/DO)
Physician 

Assistant

Nurse 

Practitioner

Clinical 

Nurse 

Specialist

Certified 

Registered 

Nurse 

Anesthetist

MACRA defines eligible clinicians as:



Merit-Based Incentive Payment System 

(MIPS)



MIPS Highlights

Consolidates existing quality and value programs

• Adds a category for Improvement Activities

Establishes a Final Score

• Weighted scoring by category

Provides opportunity for payment adjustments

• Both positive and negative
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What’s it called?

31

Value

Modifier

MU

PQRS Resource 

Use

Advancing

Care 

Information

Quality Cost

Advancing

Care 

Information

Quality

MACRA – April 2015 Proposed Rule – April 2016 Final Rule– October 2016

Advancing

Care 

Information

IA
CPIA

CPIA



MIPS Final Score
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Quality Cost Improvement 

Activities

Advancing 

Care 

Information 

(ACI)



Improvement Activities – New! 
• Expanded Practice Access

• Population Management

• Care Coordination

• Beneficiary Engagement

• Patient Safety and Practice Assessment

• Achieving Health Equity

• Emergency Response and Preparedness

• Integrated Behavioral and Mental Health
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Weighting by Category - 2017

Quality, 60%

Cost, 0%

Improvement 
Activities1, 15%

Advancing Care 
Information, 

25%

1 - “Certified” PCMH receives 

the full credit for IA; APM 

Participants receive half credit
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Weighting Progression

2019 2020 2021

Quality 60% 50% 30%

Cost 0% 10% 30%

Advancing Care Information 25% 25% 25%

Improvement Activities 15% 15% 15%
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‘Pick your Pace’ Options for 2017

Test

• Submit 
some data 
to QPP

• No negative 
adjustment

Partial 
Participation

• Report 
minimum  
90 days 

• Small
positive 
adjustment

Full 
Participation

• Report 90 
days up to 
full year

• Modest 
positive 
adjustment

Advanced 
APM

• Qualifying 
Program & 
Qualified 
Participant

• 5% 
incentive 
payment

NO NEGATIVE PAYMENT ADJUSTMENTS



“Pick Your Pace” Reporting 
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• Report one quality measure, one improvement activity, or all four of the 
required measures within the advancing care information (ACI) category

Test

• Report a minimum of 90 days for more than one quality measure, more 
than one improvement activity, or more than four of the measures within 
the ACI category.

Partial Participation

• Report to MIPS for a full 90-day period or full year

Full Participation



Annual Performance Threshold

• Established by Secretary years 1 and 2

– For transition year 2017, threshold is 3

• Below = negative payment adjustments 

• Above = positive payment adjustments
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Adjust Payments

-4% -5% -7% -9%

4%
5%

7% 9%

2019               2020                 2021                   2022      onward

*Adjustment to provider’s base rate of Medicare Part B payment

*Potential for

3X
adjustment
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Adjustment Summary
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Performance Score Payment Adjustment

Exceptional Performers 

(Final Score over 70)
=

Eligible for up to 10% 

positive adjustment in 

2019

25th Percentile or below =
Maximum negative

adjustment

At threshold = Stable Payment



MIPS Exemptions
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• Year 1 Medicare

• Eligible Advanced Alternative Payment Model with Bonus

• Below low volume threshold 

– Less than or equal to $30,000 Medicare payments; or less than or 

equal to 100 Medicare beneficiaries



Advanced Alternative Payment Models

(AAPMs)



Definitions
Qualifying APM

• Based on existing payment models

Advanced APM

• Based on criteria of the payment model

Qualifying AAPM Participant

• Based on individual physician payment 
or patient volume
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Qualifying APMs
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• MSSP (Medicare Shares Savings 

Program)

• Expanded under CMS Innovation 

Center Model*

• Demonstration under Medicare 

Healthcare Quality Demonstrations 

(MHCQ) or Acute Care Episode 

Demonstration

• “Demonstration required by Federal 

Law”

Qualifying 
APMs



Advanced APM Eligibility
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• Quality measures 
comparable to MIPS

• Use of certified EHR 
technology

• More than nominal risk 
OR Medical Home model 
expanded under CMMI 
authority

Qualifying 
APMs

Advanced 
APMs



Primary Care Advanced APMs

• Shared Savings Program (Tracks 2 & 3)

• Next Generation ACO Model

• Comprehensive Primary Care Plus (CPC+)
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Qualifying APM Participant
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• Percentage of patients or 

payments thru eligible APM

• In 2019, the threshold is 25% 

of Medicare payments or 20% 

of beneficiaries

• QP status will be determined at 

the group level

Qualifying 
APMs

Advanced 
APMs

Qualifying 

APM 

Participant



Additional Rewards for 

Qualifying Participants

48

• Not subject to MIPS

• 5% bonus 2019-2024

• Higher fee schedule update to 0.75% 2026 

QPAdvanced APM
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What if ???

MIPS APM



(MIPS) APM Scoring Standard

*CMS will calculate 

the final score for 

MIPS APM at the 

APM Entity level. 
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Quality 

• Measures report through APM

Cost

• 0% Indefinitely

ACI

• Must report – same as all eligible physicians

Improvement Activities

• Automatic 100% (annual review of model)



MACRA Timeline
2017 2018 2019 2020 2021 2022-2024 2025 2026

Medicare Part B Baseline Payment Updates

+0.5% +0.5% +0.5% 0% 0% 0%
+0.25%*

+0.75%**

*Non-qualifying APM Conversion Factor

**Qualifying APM Conversion Factor

Merit-Based Incentive Payment System (MIPS)

PQRS, Value-based 

Modifier, & Meaningful Use
Quality, Cost, Advancing Care Information, & Improvement Activities

-9% -9%? 0 or +/-4%*
“Pick Your Pace”

+/-5% +/-7%

Qualifying APM Participant

5% Incentive payment

Excluded from MIPS 

+0%

+/-9%
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What Can I Do Right Now?
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Test
Partial 

Participation
Full 

Participation
Advanced 

APM

‘Pick Your Pace’



Assistance is Available

• Find a PTN
– Go to aafp.org/tcpi

– Click “Find a PTN” to 
find a practice 
transformation network 
in your area

– Email tcpi@aafp.org
with any questions.
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Almost impossible

US House US Senate

Supermajority in Senate needed to override a filibuster 

for ‘normal’ legislation

The Affordable Care Act: Full Repeal and Replace?



Questions to Consider

• How politically important are the coverage numbers?

• How much policy can be passed using the tactic of 

reconciliation?

• Will there be enough repeal to call the ACA “repealed”?

• How will political balance be achieved between states 

who expanded Medicaid and those that didn’t?



Key Issues in Health Reform

• Coverage Numbers

• Cost Estimates

• Subsidies

• Premium Costs

• Preexisting Conditions

• Essential Health Benefits

• Medicaid Expansion States v. 
Non-Expansion States



AHCA + 

FY’18 Budget 

Impact on 

Medicaid



AHCA 

Impact on 

Medicaid



What is actually possible?

Stop defending the 

ACA in court
Dismantle Federal 

Revenues

Stop Enforcing 

Regulations
Limit Funding

Congress has begun the 

process known as budget 

reconciliation to repeal 

provisions which affect federal 

revenues.

Eliminate:

• ACA Subsidies

• Medicaid Expansion

• Medical Device Tax

• Cadillac Tax

Block payments meant to

offset the financial risks faced

by insurers.

Taking away payments through 

the risk corridor or risk 

adjustment programs 

disincentives insurers from 

participating in the exchanges.

Limit funding meant to promote

sign-ups during open

enrollment.

Stop implementing or enforcing

some of the ACA’s regulations.

Such as:

• Restrictions on insurers

offering plans with limited

benefits

• Grant waivers to allow

states to opt out of parts of

the law

• Broaden hardship 

exemption to allow people 

to remain uninsured

The Trump administration 

could choose to stop fighting 

the lawsuit the House GOP 

brought against the Obama 

administration. 

This would shut off subsidies 

for low-income patients. 

Without these incentives, 

insurance companies could 

drop out of the markets, 

essentially ensuring their 

collapse. 

Rolling Back the Affordable Care Act



What is Worth Protecting?

No discrimination based on pre-
existing conditions, health care 
condition, family history, race, 

gender, or income

No annual or life-time 
caps

Preventive care services and 
vaccines should be provided 
with no out-of-pocket costs

Physician workforce
strategy where primary 

care is fundamental

Contraception and maternity 
care should be covered 

essential benefits

Viable and equitable safety-
net program for low-income 

individuals 

Health insurance products 
should have uniform set of 

minimum benefits

No patient should lose 
their coverage due to an 

action or inaction of 
Congress

The Affordable Care Act

$



What’s next for health care?

Will Trump’s administration undermine ACA?

• Possibly. However, if Trump’s administration 

does cause the law to collapse, there will 

likely be significant political consequences

Will Planned Parenthood be defunded in the 

government shutdown fight?

• Unknown. House will require, but legislation 

defunding PP will not pass the Senate 

What about entitlement reform and drug 

pricing legislation?

• Medicare/Social Security reform is unlikely to 

occur in the next two years

• Drug pricing legislation is possible, but 

unlikely in the short term due to a number of 

other legislative priorities (e.g. tax reform, 

infrastructure)

Will CHIP be reauthorized in time? 

Will UFAs be negotiated in time?

• CHIP and other Medicare extenders will 

probably be passed together with FDA user 

fee agreements in a must-pass bill

• Reauthorization might be linked to revisitation

of ACA – this could prove very difficult and 

endanger the rest of the package

Will there be any more serious attempts to 

replace the ACA?

• Maybe. Any serious attempt would likely be a 

more minor, bipartisan, legislative fix to ACA

Will ACA taxes be repealed through tax 

reform?

• Unlikely – if tax reform is to be passed 

through budget reconciliation, the legislation 

must be budget neutral. As the GOP was 

unable to cut the programs that these taxes 

fund, they will also be unable to cut the 

associated taxes



Teaching Health Centers

• Started with 63 residents; now have 742 residents and 

59 THCs in 27 states

• 55% of residents stay in underserved area (vs. 26% 

nationally); 82% practice primary care (23% nationally)

• Expires 09/30/17; MACRA extended for 2 years

• 91 Members of the House request at least three year 

reauthorization in 04/12/17 letter
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