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About ECG
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ECG’s strength is built on approximately 250 healthcare professionals practicing in 
offices located in Atlanta, Boston, Chicago, Dallas, Minneapolis, San Diego, San 
Francisco, Seattle, St. Louis, and Washington, D.C. 

For more than 
40 years, we 

have served as 
trusted 

advisers to 
some of the 

nation’s leading 
healthcare 
providers.

We focus on developing and implementing innovative and 
customized solutions to meet our healthcare clients’ 
specific challenges, no matter how complex.

OPERATIONS TECHNOLOGY

STRATEGY FINANCE
Tackling today’s complex and interconnected 

healthcare problems requires knowledge and 

expertise across multiple disciplines, and 

that’s what ECG delivers to our clients ever 

day. With four core competencies of strategy, 

finance, operations, and technology, we 

provide smart counsel and sustainable 

solutions that are transforming healthcare 

delivery.
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About The Presenters
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A 25-year consulting career has given Kevin Kennedy a 
unique understanding of shifting trends in the healthcare 
industry. Kevin has guided hospital executives and 
physician leaders through periods of dramatic change, and 
is highly regarded for his informed perspective on the 
industry’s changing conditions. He has helped dozens of 
hospitals, health systems, and medical groups solve their 
most challenging strategic, financial, and operational 
problems, and clients value his thoughtful analysis of 
healthcare business decisions.

John Bry has extensive experience consulting on the payor
and provider sides and is able to synthesize complex 
problems and data sets into actionable, outcome-oriented 
solutions. John has worked with independent medical 
groups and large health systems to address their strategic 
planning needs. John has developed an expertise with the 
quality metrics that healthcare entities must report and is a 
go-to resource for organizations planning for the transition to 
value and preparing for MACRA.
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I. MACRA Overview
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I. MACRA Overview
The Medicare Boom

9

3.6 million people age in to Medicare every year, creating a greater impetus for the 
government and providers to rethink how care is delivered and funded.

Population Projections

Source: Centers for Medicare & Medicaid Services (CMS), National Health 
Expenditure Data.

Projected Spending
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I. MACRA Overview 
50 Years of Payment Reform

The passage of the Medicare Access and CHIP Reauthorization Act (MACRA) is the 
most significant change to Medicare physician reimbursement in two decades. 
MACRA is an example of the ongoing trend of evolving reimbursement incentives.

Commercial payors historically follow 
Medicare’s lead in changing payment models. 
We expect the same to be true with regard to 

MACRA.

1965
Social Security 
Act establishes 
Medicare and 

Medicaid.

1983
Hospital Inpatient 

Prospective Payment 
System is introduced.

1992
Physician Fee Schedule is 

introduced.

1997
The Balanced Budget Act 

establishes Medicare 
Advantage (Part C) and 

Sustainable Growth Rate for 
physician reimbursement.

2000
Hospital Outpatient 

Prospective Payment 
System is introduced.

2001
Hospital Inpatient Quality 

Reporting Program requires 
hospitals to submit quality 

metrics for specific 
conditions.

2003
Medicare Drug, 

Improvement, and 
Modernization Act 

establishes Medicare Part D.

2010
Patient Protection and 
Affordable Care Act is 

signed into law.

2012
Hospital Readmission 

Reduction Program, Hospital 
Value-Based Purchasing 
Program, and Medicare 

Shared Savings Program are 
implemented.

2013
CMS launches Medicare 

Bundle for Care 
Improvement.

2014
Hospital-Acquired 

Conditions Reduction 
Program is implemented.

2015
MACRA is signed into law.

Value-Based Payment 
Modifier phase-in begins.

2019
MACRA 

goes live.

2016
Comprehensive Care for Joint 

Replacement Model performance 
period begins.

CMS launches Oncology Care 
Model and proposes cardiac 

bundled payment pilot.
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92% to 93% Expected to Qualify for MIPS

I. MACRA Overview
MACRA Tracks

11

T R A C K  1 :  
Merit-Based Incentive Payment System (MIPS) 

T R A C K  2 :  
Alternative Payment Models (APMs)

There are two main participation tracks under MACRA, based on the level of value-
based payments an organization currently manages.

Rolls existing quality programs1 into one budget-
neutral program. Scores providers on four 

measures.

Offers a 5% annual provider bonus from 2019–
2024 if providers have a significant share of their 

Medicare revenue and/or patients in contracts 
that include two-sided payment risk.

1 Physician Quality Reporting System (PQRS), Value-Based Payment Modifier (VBPM), and meaningful use (MU).

7% to 8% Expected to Qualify for APMs

» 2015–2019: 
0.50% annual increase

» 2020–2025: 
No annual fee change

» 2026–?: 
0.25% annual increase

» 2015–2019: 
0.50% annual increase 

» 2020–2025: 
No annual fee change

» 2026–?: 
0.75% annual increase

Key 
Dates

20192017–20182016

October 2016: CMS released 
final rule on MACRA 
implementation.

January 2017: First 
performance period begins.

January 2019: MACRA will be 
implemented; payments will be 
impacted.
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I. MACRA Overview
MIPS Incentive Categories
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» Calculated based on Medicare claims 
experience.

» Based on 40 episode-specific measures, 
providers are scored only on those for which 
they have performed a minimum of 20 cases.

» Strives to align with the private sector by 
including the core quality measures that private 
payors already use. 

» More than 200 measures to choose from, with 
over 80% tailored to specialists. 

Resource Utilization (0%, growing to 
30%)

Quality (60%, shrinking to 30%) 

» Rewards activities focused on care 
coordination, beneficiary engagement, and 
patient safety.

» Clinicians can select from more than 
90 options. 

» Practices in a qualified APM would 
receive credit toward this category. 

» Takes the place of MU.
» Comprises a base score and a performance 

score.
» Measures align with the Office of the National 

Coordinator for HIT’s 2015 HIT Certification 
Criteria.

Clinical Practice Improvement 
Activities (15%) Advancing Care Information (25%) 

While reimbursement changes do not go into effect until 2019, the incentives are 
based on performance starting in 2017.

Perform
ance Evaluated 

Based on Peer Benchm
arks

Perform
ance Evaluated Based 

on O
rganization’s Experience

0100.015\376723(pptx)-E2 DD 11-17-16



I. MACRA Overview
Example: Composite Score

13

6.2 
Pts.

Quality

Resource 
Use

Advancing 
Care

Clinical 
Practice

Overall scoring under MIPS is complicated; understanding the scoring methodology will ensure 
each organization is maximizing its incentive opportunity.

10.0 
Pts.

0.0 
Pts.

8.6 
Pts.

7.3 
Pts.

10.0 
Pts. N/A 6.1 

Pts. N/A

Category Performance Points Weight Score

5.6 Pts. N/A4.8 Pts. 8.5 Pts. 6.3 Pts. N/A

20 Pts. 10 Pts.10 Pts. 10 Pts. 10 Pts.

50 Pts. 9.1 
Pts.

3.6 
Pts.

2.7 
Pts.

7.6 
Pts.

1.5 
Pts.

9.7 
Pts.

Earned: 48.2

Bonus : 4.5

Possible: 70

60%
45.2

(52.7 ÷ 70) 
× 60%

Earned: 25.2

Possible: 40
0%

0
(25.2 ÷ 40) 

× 0%

Earned: 60

Possible: 60
15%

15.0
(60 ÷ 60) 

× 15%

Earned: 84.2

Possible: 100
25%

21.0
(84.2 ÷ 100) 

× 25%

Composite Score: 81.2 Points

Six Reported Measures Three Population 
Measures

One High Activity Four Medium Activities

Base Score Performance Score

Total Per 
Capita

Medicare 
Spending Episode-Based Measures
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I. MACRA Overview 
MIPS Comparison to Existing Incentives

14

VBPM +2%

MU -3%
PQRS -2%

Under MIPS, the range of upside/downside potential is substantially greater than in 
the existing programs it replaces.

Scaling factor up 
to three times for 
the top 25% to 
ensure the 
program remains 
net neutral

VBPM -2%

Providers are assigned 
a 0 to 100 score based 
on performance across 
the four categories. 

Reporting providers are 
compared to the CMS-
determined 
performance threshold 
(PT). 

Scores above the PT result in 
upward adjustment; scores below 
the PT will cause a downward 
adjustment. In aggregate, they are 
net neutral.

Performance 
Scoring

Performance 
Threshold

(Median of All 
Composite Scores)
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I. MACRA Overview 
APMs

15

A d v a n c e d  
A P M

» Certified EHR
» Quality measures comparable to MIPS
» 25%+ of Medicare revenue derived from an advanced APM

C r i t e r i a  
f o r  

E l i g i b i l i t y

» Comprehensive ESRD Prospective Payment System (bundled payment)
» Comprehensive Primary Care Plus
» Medicare Shared Savings Program (MSSP): Tracks 2 and 3
» Next-generation ACO model
» Bundled payment oncology care model
» Notably excluded: orthopedic bundled payment models (BPCI and CJR), 

Medicare Advantage (though risk-based Medicare Advantage may be 
included in 2021), and MSSP Track 1

The physician-focused Payment Model 
Technical Advisory Committee will review 

proposals on a quarterly basis to determine 
whether new APMs will qualify. 

The APM track gives providers with larger Medicare patient populations an 
opportunity to pursue alternative models and rewards them financially for doing so.
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I. MACRA Overview
Year One Adjustments

16

CMS has published the final rule, which largely leaves MACRA intact but created a 
number of modifications for year one, aimed largely at helping the smallest 
practices develop the capabilities and infrastructure needed to succeed.

The December 14 webinar with Nancy Fisher, MD, 
Chief Medical Officer of CMS Region 10, will focus 

on the details and rationale for the final rule.

Exclusion 
Criteria

Participation 
Timeline

Incentive 
Categories

Performance 
Threshold

APM 
Eligibility

The exclusion criteria for low-volume practices was raised from $10,000 of Medicare 
billings to $30,000, which is expected to exempt an additional cohort of small practices.

Reporting for at least 90 days will allow organizations to avoid a negative adjustment 
and have potential for modest upside opportunity in year one. Reporting at least one 
quality measure at any point will allow organizations to have no adjustment in year one.

In year one, the resource use category will have a 0% weight. This means that the 
remaining incentive categories will represent a greater proportion of points available.

In order to allow organizations reporting at least one quality measure to avoid a 
negative adjustment, the PT for year one will be set at 3 points. The exceptional 
threshold will be set at 70 points.

CMS will create a new MSSP Track 1+ that will add very modest downside risk to the 
Track 1 model and allow Track 1+ to qualify for APMs.
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I. MACRA Overview 
Example Financial Impact

17

MACRA represents a significant opportunity that can affect the financial strength of 
the organization and ultimately trickle down to physician compensation.

1 Professional collections assume all physicians generate at the median specialty-specific collections benchmark.
2 Assumes a 30% Medicare payor mix.

MIPS Financial Impact Summary
Performance Year 2017 2018 2019 2020

Payment Year 2019 2020 2021 2022+
Total Physicians 100 FTEs 100 FTEs 100 FTEs 100 FTEs
Projected Professional 
Collections1

$47.8 Million $47.8 Million $47.8 Million $47.8 Million

Estimated Medicare Payments2 $14.3 Million $14.3 Million $14.3 Million $14.3 Million

Base Incentive Adjustment ±4% ±5% ±7% ±9%
±$570,000 ±$720,000 ±$1.0 Million ±$1.3 Million

Percent of Total Collections ±1.2% ±1.5% ±2.1% ±2.7%

Maximum Exceptional 
Adjustment

12% 15% 21% 27%
$1.7 Million $2.2 Million $3.0 Million $3.9 Million

Percent of Total Collections 3.6% 4.5% 6.3% 8.1%
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I. MACRA Overview
Results by Practice Size
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Estimated MIPS Performance by Practice Size

Negative Adjustment Positive Adjustment
1 Source: CMS’s Proposed Rule, Table 64.

Hospitals and health systems can play a role in 
educating independent practices on the 

implications of MACRA.

By CMS’s estimate, larger practices will fare better under MIPS than smaller 
practices.1
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I. MACRA Overview
The Quality Dashboard Framework

19

Using a systematic framework can allow an organization to stratify the nearly 400 
quality metrics in order to identify 8 to 12 measures that will have the greatest 
impact for the organization.

Quality 
Dashboard

Metrics 
Meaningful to 

Physicians

Metrics the EHR 
Can Report

Metrics 
Meaningful to 

the 
Organization

ORGANIZATIONAL
» Measures included in 

ongoing quality 
initiatives

» Measures included in 
existing contracts

CLINICAL

1

» Measures prebuilt in the 
EHR or other systems

» Measures that can be 
easily configured by IT

» Measures that reflect health 
of the general population

» Measures that are impactful 
for a physician’s panel

TECHNOLOGICAL
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I. MACRA Overview
Categorizing Metrics

20

ECG’s dashboard algorithm looks across five categories in order to categorize 
metrics into high-, moderate-, and low-value tiers.

Measures included in multiple measure sets; often the most widely endorsed 
measures and broadly applicable to MACRA and future contracting opportunities.

Applicability 
Across 

Domains

Measures most likely to interest physicians; typically included in an organization’s 
compensation plan and/or clinically appropriate for a given specialty area.

Compensation 
Plan

Measures included in current value-based arrangements; will have the greatest 
alignment with the financial strength of the organization.

Use in Current 
Contacting

Comparable quality results to national, regional, or local benchmarks; can identify 
measures with current high or low performance, which identifies opportunities.

Current 
Performance

Prebuilt or easily configured measures within the current reporting systems; will 
provide the most effective performance-monitoring opportunity. Significant custom 
measure building may hinder the reporting of results.

EHR Reporting

O
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I. MACRA Overview
Best Practices

21

Selecting quality measures is more than just a onetime process; it is setting the 
organization’s performance improvement initiatives going forward.

» Pick measures that will 
be applicable across 
several organizational 
initiatives.

» .

» Prioritize measures 
with larger volumes.

» Low-volume measures 
are harder to improve 
and increase the risk of 
seeing performance 
degrade.

» Select measures with 
room for improvement.

» Measures with high 
performance often have 
higher benchmarks, 
making them more 
challenging to 
outperform.

Volume Performance Appl icabil i ty

» Choosing measures 
should not be a 
onetime activity.

» Measure selection 
should set the 
organization’s 
performance 
improvement strategy.

Strategy
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II. Setting Your Organization’s Strategy
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II. Setting Your Organization’s Strategy
Preparing for MACRA

23

Awareness and understanding of MACRA remain at a low level, and most 
organizations have yet to develop a strategy to prepare for value-based care.

0100.015\376723(pptx)-E2 DD 11-17-16
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II. Setting Your Organization’s Strategy
Focus on the Certainties

While most providers feel like they are operating in an uncertain environment, 
there are a few certainties within the changing landscape that should serve as a 
framework for positioning yourself for success in the future.

Reimbursement is moving from volume to value—for both government and commercial payors.

The time frame for maximizing/shoring up fee-for-service revenue is dwindling.

New care models (spanning the entire continuum of care) must be adopted not only to 
successfully operate under changing reimbursement models, but also to meet consumer demand.

Costs must be taken out of the system in order to protect margins in both the near and long term.

Consolidation of providers (or, at a minimum, new collaborative efforts among providers) will 
continue to emerge. 

For organizations that have been slow to 
embrace value-based care, MACRA should be 

a wake-up call.0100.015\376723(pptx)-E2 DD 11-17-16



II. Setting Your Organization’s Strategy
Key Considerations

25

Understand the organization’s readiness and organizational infrastructure to take on 
value-based initiatives and develop a integrated managed care strategy that aligns the 
organization’s efforts across multiple payors and products .

Enhance the organizational foundation and operations to maximize near-term 
revenue opportunities while reducing cost and rationalizing services to improve 
the total cost of care.

Evolve your physician compensation plan to enhance collaboration and 
accountability among providers to improve the patient experience, patient care, 
and quality/clinical outcomes.

Determine an optimal network development and physician alignment approach that 
increases the integration and rationalization of care resources.

Healthcare providers can take near-term steps to position themselves for success 
under MACRA and for new commercial contracting opportunities as they arise.

Develop population health capabilities that can benefit the organization under fee-for-
service contracts while preparing for success under value-based arrangements.
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II. Setting Your Organization’s Strategy
Moving Up The Value Food Chain

26

The overarching goal of the organization should be to leverage infrastructure 
investments made to succeed under MACRA to continue moving up the value-based 
food chain with other payors.

FFS
PMPM Care 
Management 

Payments

Bundled 
Payments

Total Cost of 
Care Shared 

Savings or Risk

Global 
Payment With 
Performance 
Risk and P4P

Global Payment
With 

Financial Risk
P4P 

Payment Models

Volume-Based
Care Delivery

Care 
Management

Care 
Coordination

Patient-Centered 
Medical Home

Population 
Health

Management 
of Episodes 

of Care

Traditional 
Relationship 

Without 
Alignment

Preferred Partner Collaborations With Partial- or Shared-Risk 
Contracts and Limited Information Sharing; Providers Somewhat 

Empowered to Improve Quality and Reduce Costs

Integrated Joint Venture Partnerships 
With Full-Risk Contracts 
and Shared Intelligence

Provider/Payor Collaboration Models

Care Models

The Payment and Care Delivery Continuum 
Shifting Toward Risk—and Closer Partnerships
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II. Setting Your Organization’s Strategy
Strategic Implications

OR

AND

FRAGMENTED APPROACH 

ALIGNED APPROACH 
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Payment Transformation

Leading With 
Payment 

Transformation

Leading With 
Clinical 
Delivery 

Transformation

Payors 
Reap Free-
Rider 
Benefits

Providers 
Suffer From 
Downside Risk

Effectively syncing the pace of an organization’s risk assumption and clinical 
transformation activities underpins the sustainability of its efforts.

Leading too far with either clinical or financial 
innovation can prevent organizations from 
realizing the full benefits of transformation.

Versus

0100.015\376723(pptx)-E2 DD 11-17-16
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» Care Coordination/Integration
» Clinical Standards and 

Protocols
» Clinical Innovation
» Patient Care and Engagement

» Infrastructure
» Information Exchange 

and Integration
» Performance 

Reporting

» Care Continuum
» Clinical Scope
» Market Presence
» Physician Engagement

» Supportive Culture
» Appropriate Legal Structure
» Effective Organizational Structure
» Financial Strength
» Committed Leadership

» Payor/Employer Collaboration
» Risk-Sharing 

Experience
» Population Management 

» Plan Design and Structure
» Performance Expectations and 

Measurement
» Governance and Administration

Care Delivery 
Transformation

Robust 
Technology

Comprehensive 
Provider Network

Aligned
Provider 

Compensation

Effective 
Payment 
Models

Strong 
Organizational 

Foundation

Value-Based 
Enterprise

II. Setting Your Organization’s Strategy
Key Attributes for Success
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Best practice organizations develop dedicated ambulatory functions as the 
physician group reaches 75 to 100 providers.   These may or may not reside within 
hospital reporting structures.

» Budget and reporting systems and 
processes

» Compensation plan administration 
» Revenue cycle performance standards
» Robust reporting capabilities
» Dedicated CBO (if in house)

» Ambulatory policies, procedures, and 
job descriptions

» Staff performance standards
» Staff salary and benefits management
» Physician contract management
» Physician recruiting (in conjunction with 

SVP)
» Staff recruiting

» EHR and PM build and optimization 
» Telephony and technology support
» Help desk for troubleshooting
» Dedicated vendor management (if 

outsourced)

» Provider scheduling standards
» Phone service levels and messaging 

turnaround standards
» Quality measure development and 

reporting
» Patient experience standards and 

performance

» Standard work flows
» Defined clinic management performance 

targets 
» Ambulatory planning and oversight
» Practice integration

Best Practice 
Ambulatory 

Network 
Infrastructure 

Provider 
Management 

and 
Governance

Ambulatory 
Finance

Ambulatory 
HR

Ambulatory IT

Quality 
Access and 

Patient 
Experience 

Performance

Operations 
Management 
Infrastructure

II. Setting Your Organization’s Strategy
Best Practice Ambulatory Network Infrastructure

» Medical director roles and responsibilities
» Clinical best practice standards
» Provider committee oversight and coordination
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» The ORs are the most profitable part of the hospital.
» Most hospital strategies and tactics are geared 

toward increasing the volume of highly profitable 
surgical cases.

» The ORs are the most expensive part of the hospital.
» Many of the strategies used to fill ORs are at odds 

with becoming a value-based enterprise.
» Surgical volume must move to the outpatient setting.

II. Setting Your Organization’s Strategy
New Hospital Priorities

30

In progressive organizations that are serious about population health and the move 
toward value, the dialogue around surgical services has changed dramatically.

CURRENT 
PARADIGM

FUTURE 
PARADIGM 

(we’re not there yet)

E V O L U T I O N :  
Health Systems Thinking About Surgery
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II. Setting Your Organization’s Strategy
Collaborations and Partnerships

31

As providers increase the amount of risk being shared with payors, further 
collaboration through innovative alignment models among providers has become a 
key element in both decreasing costs and improving overall health for a population.

ISSUE SOLUTION
(to scale)

Growing 
Operating 

Costs

Mounting 
Regulatory 
Mandates

Declining 
Reimbursement

Changing 
Payment 
Models

» Increased 
collaboration

» Horizontal 
integration

» Vertical 
integration

» Increased 
purchasing 
power

» Coordinated 
services

» Cost cuts

Clinical 
Affiliations

Regional 
Collaboratives

Accountable Care 
Organizations (ACOs)

Clinically Integrated 
Networks (CINs)

Mergers or 
Acquisitions

Source: AHA 2015 Environmental Scan.

0100.015\376723(pptx)-E2 DD 11-17-16



A compensation plan should support an organization’s strategy and care model and 
drive that organization’s operational structure and processes.

II. Setting Your Organization’s Strategy 
Compensation and Incentives Are Critical to Enable Organizational Success

32

Care  Mode lS t ra tegy

Opera t i ona l  S t ruc tu re  and  Processes

» Mission, vision, and 
values

» Strategic priorities/goals 
(e.g., access, 
recruitment, alignment 
with payor incentives)

» Patient-centered 
» Integrated
» Multidisciplinary
» Advanced practice 

providers 
» Care coordinators/ 

navigators

» Revenue cycle work flow (scheduling, registration, charge capture, etc.)
» Adequacy and capabilities of support staff (front and back office)
» Utilization of existing technologies
» Tools for measuring and reporting performance
» Adequacy and utilization of space

Drives

Supports Supports

Compensation 
Plan
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II. Setting Your Organization’s Strategy
Inclusion of Value-Based Measures

33

Providers should be actively engaged in selecting the appropriate metrics for 
inclusion in their compensation plans. Over time, the measures should evolve as 
reporting capabilities become more robust.

First-Generation 
Examples

Quality Operational measures:
» Chart closure within 

48 hours
» On-time OR starts

Specialty-specific 
measures from HEDIS 
(primary care) and CMS 
core measures (specialties)

Patient 
Satisfaction

Patient satisfaction 
scores: CG CAHPS

Citizenship » Participation in 
physician councils

» Community 
involvement

» Program building

Collegiality (peer-
to-peer rating)

Financial 
Performance

» Total cost of care
» Profitability

Third-Generation 
Examples

» Panel size and 
management

» Specialty-specific 
outcome measures

» Readmission rates

Patient satisfaction 
scores: individual

Meeting budget for 
ambulatory network

Staffing-based budgets for 
front-office and clinical 
support

First-Generation 
Examples

Second-Generation 
Examples

Third-Generation 
Examples
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II. Setting Your Organization’s Strategy  
Care Delivery Transformation

34

Today’s healthcare environment requires care delivery models that are patient-
specific and coordinated to improve quality and reduce costs across the entire 
healthcare system. 

High Risk | 
Care 

Coordinator–
Driven

Rising 
Risk | 
Team-Based 
Care–Driven

Low Risk | 
Access and 

Technology–
Driven

MANAGE

PREVENT

SCALE

Population-Driven Care Models

Through population-driven care models, organizations 
can target resources effectively, including developing 

disease- or risk-specific practices
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III. Illustrative Case Studies 
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III. Illustrative Case Studies 
Overview

36

Health systems and medical groups across the Pacific Northwest are responding to 
the changing healthcare environment by transforming their organizational and 
strategic thinking to support becoming a value-based enterprise.

Case Study

1
A large medical group evolved its physician compensation plan 
to align with the organizational goals of taking on a greater 
volume of value-based contracts.

A large hospital was interested in examining the potential 
operational, financial, and clinical implications of specific payor 
programs and payment models to inform its overall managed 
care strategy.

A community hospital was looking toward quality improvement 
activities as a way to engage its employed physicians to create a 
more tightly integrated medical group that could support value-
based care.

Case Study

2

Case Study

3

Compensation

Managed
Care

Quality
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III. Illustrative Case Studies 
Case 1: Evolving the Compensation Plan

37

A large medical group was moving from an FFS-based culture to a platform that 
focused on value. The cultural transition led to a realignment of physician incentives 
to echo the value-based goals. Ultimately, the proposed compensation design 
framework included several shared elements for all physicians, as well as 
components unique to each specialty category.

» The physician group had previously compensated 
its PCPs on a productivity-based model that 
heavily incentivized volume.

» The past model did not support team-based 
patient care coordination and was viewed as 
unsustainable for the future. 

» In addition, the group had contracted with each 
specialist separately, which resulted in a siloed 
mentality across the enterprise.

» The group wanted the new plan to: 
› Incorporate key value-based elements (quality, 

panel management, and patient experience).
› Foster greater integration across the 

enterprise. 

Primary
Care

Specialty
Care

Panel 
Management

Productivity, 
Quality/Value, 

and Patient 
Experience

Referring/
Consulting 

Provider 
Satisfaction

Coverage-
Based

Salary
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Nearly 50% of 
physician 

compensation 
evolved to align with 

the value-based 
initiatives of the 

organization, 
including MACRA.

III. Illustrative Case Studies 
Case 1: Evolving the Compensation Plan (continued)

38

Following a two-year transition period, specialties adopting the new compensation 
framework maintained a balanced incentive structure that better aligned with the 
objectives of the organization.

NOTE: Panel size may be used for some medical specialties.

Specialty Care Coverage-Based SpecialtiesPrimary Care

Panel Management/
Patient Experience: 

10% to 25%

Production:
50% to 75%

Quality/Value:
15% to 25%

Patient/Provider 
Experience: 5% to 10%

Production:
50% to 75%

Quality/Value:
20% to 40%

Salary or 
Shift-Based Pay:

60% to 75%

Quality/Value: 
25% to 35%

Productivity/Patient 
Experience: 5% to 10%

100%

25%

75%

50%

0%
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An in-depth review of financial, 
operational, and management 
performance was completed to identify 
areas for improvement.

ECG designed payor strategies for 
various CMS initiatives and other payor 
programs based on current capabilities 
and performance.

ECG developed implementation and 
action plans with the tasks, time frames, 
and details required to execute the 
identified opportunities.

ECG completed a value-based readiness 
assessment in collaboration with hospital 
leadership.

III. Illustrative Case Studies 
Case 2: Managed Care Strategy

39

A large hospital held a number of value-based contracts and a Medicare Advantage 
at-risk contract, and it was interested in developing a payor strategy that would 
guide the transition to value-based payments.

T h e  S i t u a t i o n T h e  P r o c e s s

The hospital had entered into value-based 
contracts in a piecemeal fashion, often 
responding to requests from payors rather 
than proactively seeking them out.

This approach resulted in being at risk for 
4,500 Medicare Advantage and 20,000 
Medicaid managed care lives without an 
organized plan for managing these patients.

The board pushed administration to take a 
comprehensive look at various programs and 
payment models to understand which were 
the most appropriate for the organization.

1

2

3

4
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III. Illustrative Case Studies 
Case 2: Managed Care Strategy (continued)

40

The assessment identified a number of opportunities for the hospital to enhance its 
operations and be in the best position to succeed under value-based contracts.

The hospital will look to develop a clinically 
integrated network with community physicians.

The hospital will explore telehealth opportunities 
to increase patient access.

The medical group governance structure will 
evolve to put a new focus on clinical 
standardization.

The hospital will look at ways to optimize Epic to 
capitalize on its analytic capabilities more fully.

The compensation plan will be revisited in 2017 
to increase the portion of pay that is tied to 
nonproduction.

Outmigration/leakage is largely being 
driven by employers and payors, not 
patients.

Patient access has been a consistent 
challenge, especially in more rural areas.

The organization has pockets of clinical 
optimization but no enterprise best 
practices.

Current analytic capabilities will not 
support advanced care management 
capabilities.

Physicians’ nonproduction incentives are 
not aligned with value-based initiatives.
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III. Illustrative Case Studies 
Case 2: Managed Care Strategy (continued)

41

Concurrent with capitalizing on the opportunities highlighted by the value-based 
readiness assessment, the hospital will begin to pursue select payor initiatives.

Expedite implementation of initiatives to qualify for APMs.1

Seek Medicare Advantage capitation arrangements with 
the main commercial payor.

2

Renegotiate FFS contracts to include quality incentives.3

Approach two or three large, self-funded employers for 
bundles.

4
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III. Illustrative Case Studies 
Case 3: Renewed Focus on Quality

» The hospital had a goal of increasing 
the percentage of revenue derived 
from value-based contracts to nearly 
60%.

» To achieve this, the organization 
wanted to identify a broad set of 
quality metrics, supported by the 
physicians, that could serve as a 
“market basket” for inclusion in future 
contract discussions.

» The passage of MACRA created 
heightened interest from the board for 
the organization to engage in 
ambulatory quality improvement 
activities in order to be well situated 
once the performance period began.

42

A community hospital recognized the need to prepare itself for the shift to value-
based contracting and was looking toward quality improvement activities to create a 
more tightly integrated employed medical group.

A s s e s s e d

S e l e c t e d

C a t e g o r i z e d

More than 375 nationally recognized 
and endorsed metrics—used across 
quality and care delivery 
organizations—were collected and 
categorized.

With the help of clinic leadership, the 
quality improvement committee 
identified 12 measures and has 
begun developing best practice work 
flows to improve performance.

Metrics were scored based on the 
number of measure domains, 
operational initiative, and current 
performance.
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III. Illustrative Case Studies 
Case 3: Renewed Focus on Quality (continued)

43

Measure
All 

Specialties
Primary 

Care Surgery Cardiology Pediatrics Ophthalmology OB/GYN GI
Cervical Cancer Screening   
Colorectal Cancer Screening   
Breast Cancer Screening  
Childhood Immunization Status  
Controlling High Blood Pressure  
Diabetes: Eye Exam  
Diabetes: Hemoglobin A1c Poor 
Control 

Preventive Care and Screening: 
Body Mass Index Screening and 
Follow-Up Plan



Preventive Care: Influenza 
Immunization 

Tobacco Use: Screening and 
Cessation Intervention 

Ischemic Vascular Disease (IVD): 
Use of Aspirin or Another 
Antithrombotic

 

Use of High-Risk Medications in the 
Elderly 

The organization identified metrics that were meaningful to a large percentage of its medical 
group, including specialists and surgeons.

All measures selected meet the quality 
reporting requirement of MACRA.
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» A commercial insurer in the state 
approached several community 
hospitals to incorporate a quality 
incentive into its 2017 contract.

» The insurer offered a list of 48 
metrics that could be included.

» Cross-walking back to the quality 
dashboard narrowed the list to eight 
preferred metrics.

» The medical director of quality was 
then able to pick five metrics that 
have the greatest potential for 
improved performance.

III. Illustrative Case Studies 
Case 3: Renewed Focus on Quality (continued)

44

Not only has the hospital prepared well for the approach of the MACRA performance period, it 
also has become a more sophisticated partner to insurers in the state that are interested in 
moving toward value-based incentive contracts.

» The hospital’s focus on quality 
metrics has allowed it, as a member 
of a regional ACO, to be a leader in 
selecting the quality incentives to 
report as part of MACRA.

» Additionally, the resources given to 
ensuring accurate reporting and 
physician buy-in will allow the 
hospital to participate for the full 
year, with a goal of achieving the 
highest positive adjustment 
available.

M A C R A C O M M E R C I A L  I N S U R E R
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IV. Discussion
Resources

45

The American Hospital Association has put out numerous educational materials, 
and OAHHS can support organizations as they form their MACRA strategy.

http://www.aha.org/advocacy-issues/physician/index.shtml

American Hospital Association

» Danielle Meyer, Director of Public Policy
» dmeyer@oahhs.org

OAHHS Contact

» December 14, 12 to 1 p.m., PT
» Hosted by Dr. Fisher, Chief Medical Officer of CMS Region 10
» To Register: https://attendee.gotowebinar.com/register/4367003277097743619

MACRA: CMS Final Rule — Refining Your Strategy
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Kevin Kennedy
kkennedy@ecgmc.com

206-689-2200

John Bry
jbry@ecgmc.com

206-689-2200

Questions & Discussion

46

IV. Discussion
Questions?

0100.015\376723(pptx)-E2 DD 11-17-16



47

Appendix A
MIPS Incentive Categories
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MIPS Incentive Categories
Resource Use Incentive

48

The resource use incentive is a variation of the VBPM program and will compare 
resource use across similar care episodes.

Specialists will play a significant role in 
enhancing performance on the resource 

use incentive.

Total Per
Capita Costs 

Medicare Spending
Per Beneficiary

Clinical Episode 
Groups 

Costs for all attributed 
beneficiaries (or cases), 
including payments under 
Part A and Part B. 
» Represents only a minor 

change from the current 
VBPM

» Patient attribution 
methodology modified to 
align with MSSP

Evaluating organizations’ 
efficiency, as reflected by 
Medicare payments made 
during a Medicare Spending 
Per Beneficiary episode. 
» Case aggregation 

modified to allow for a 
single score

» Removed specialty 
adjustment

» Reduced minimum cases 
from 125 to 20

Forty-one episodes to be 
evaluated, representing a 
large portion of Medicare 
charges. Example episodes 
include the following:
» Heart failure
» Ischemic heart disease
» Asthma
» Atrial fibrillation
» Hip/femur fracture
» Knee arthroplasty
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MIPS Incentive Categories
Quality Incentive

49

CMS is allowing organizations to select the six metrics that will be included in their 
quality incentive calculation. 

Measure Selection
» Organizations must select six 

measures to report or select a 
specialty measure set1.

» One measure must be cross-cutting, 
and one must be outcomes-based.

» Population measures are 
automatically calculated by CMS.

Bonus Categories
Organizations can earn up to a 10% 
bonus on quality metrics by reporting 
additional high-priority measures and for 
reporting using certified EHR technology.

Performance Scoring
» Performance will be compared to 

CMS-published benchmarks.
» Points are assigned based on the 

percentile rank of the performance 
(e.g., 55th percentile performance will 
earn 5.5 points)2.

» Each measure will have a maximum 
score of 10 points.

» The total for all measures will be 
divided by the total number of 
possible points to determine the 
quality incentive score.

1 Organizations of 25 or more providers that elect to report as a 
group through the CMS Web Interface will be required to report on 
all 14 measures included in the interface.

2 CMS is currently considering options for how to incorporate 
performance improvement in the scoring methodology for year 2.
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Metric
1st 

Decile
2nd 

Decile
3rd 

Decile
4th 

Decile
5th 

Decile
6th 

Decile
7th 

Decile
8th 

Decile
9th 

Decile
10th 

Decile
Possible Points 1.0–1.9 2.0–2.9 3.0–3.9 4.0–4.9 5.0–5.9 6.0–6.9 7.0–7.9 8.0–8.9 9.0–9.9 10 

Example Lower-
Decile Break 0% 7% 16% 23% 36% 41% 62% 69% 79% 85%

Metric
1st 

Decile
2nd 

Decile
3rd 

Decile
4th 

Decile
5th 

Decile
6th 

Decile
7th 

Decile
8th 

Decile
9th 

Decile
10th 

Decile
Possible Points 1.0–1.9 2.0–2.9 3.0–3.9 4.0–4.9 5.0–5.9 8.5

Example Lower-
Decile Break 0% 75% 80% 85% 95% 100%

MIPS Incentive Categories
Example: Quality Benchmarks

50

Performance on selected measures will be compared to published benchmarks to 
determine quality performance scores.

17% performance would 
earn just over 3.0 points.

84% performance would 
earn close to 9.9 points.

100% performance 
would earn 8.5 points.
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MIPS Incentive Categories
Clinical Performance Incentive

Organizations may select up to four clinical performance activities to participate in 
during the performance period for a maximum of 40 points.
» Most activities will be considered medium weight and earn 10 points.
» Select activities will be considered high weight and earn 20 points.
» Patient-centered medical homes earn the full 40 points automatically.

51

The clinical performance incentive category will include more than 90 approved activities for 
organizations to engage in during the performance period.

Expanded Practice Access
» Same-day appointments
» After-hours access for advice

Population Management
» Monitoring of health conditions
» Participation in clinical registry

Care Coordination
» Communication of results
» Remote monitoring/telehealth

Beneficiary Engagement
» Creating care plans
» Self-monitoring assistance

Patient Safety
» Use of clinical checklists
» Certification maintenance

APMs
» MSSP Track 1
» Bundled payments

Achieving Health Equity
» Serving dual eligible patients
» Caring for patients with disabilities

Emergency Preparedness
» Medical Reserve Corps
» Medical relief work

Behavioral/Mental Health
» Colocation of services
» Integrated care cross-training

A c t i v i t y  C a t e g o r i e s

Proposed

O v e r v i e w

Several activities relate to specialists, including 
use of checklists and care plan development.
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MIPS Incentive Categories 
Advancing Care Incentive

52

The advancing care incentive builds upon the MU program, simplifying the 
requirements and emphasizing measures that improve patient engagement.

Organizations can earn 50 base points by 
reporting the numerator/denominator or yes/no 
in each of the following six measures:
» Protecting patient health information
» Electronic prescribing
» Patient electronic access
» Coordination of care through engagement
» Health information exchange
» Registry reporting

B a s e  S c o r e

Organizations can earn up to 80 points 
based on their performance on selected 
MU measures in the following 
categories:
» Patient electronic access
» Coordination of care through 

engagement
» Health information exchange

P e r f o r m a n c e

» One bonus point is available for organizations that report more than just 
immunizations to public health registries.

» The maximum score is 100 points; organizations that earn more than 100 points 
earn the full advancing care incentive.
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Thank you!

Danielle Meyer
dmeyer@oahhs.org
Office: 503-479-6014
Mobile: 610-220-1818

11/17/16

mailto:dmeyer@oahhs.org
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