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Background

Medicare Part B is the primary payor in the United States
(US) for all outpatient care for Americans over the age of 65.
As part of a broader movement towards “value-based care”,
the Medicare Merit-based Incentive Payment System (MIPS)
was first implemented in 2019 and grades physicians in four
categories: quality measures, cost of care, engagement in self-
improvement, and ability to share records with other health
systems. Participation in MIPS or one of a few alternative
payment models is largely mandatory for those accepting
patients with Medicare Part B.' Consequently, participation in
MIPS exceeded half a million providers in 2022.> As opposed
to other value-based arrangements and alternative payment
models where providers generally take on some risk related
to excess costs, MIPS payments are largely based on clinical
outcomes - historically about 45% of the composite score is
derived from clinical outcomes.® MIPS tries to reward higher
quality care, as opposed to just efficient care. Individual
physician practices are rewarded or penalized based on their
MIPS score; however, any attempt to systematically measure
and reward quality at the level of the physician’s practice is a
fool’s errand.

We are two US internal medicine physicians, with broad
experience ranging from the practice of primary to tertiary care
and the design of clinical trials to national health legislation.
In this paper, we argue that MIPS is a failed program. We
explain several reasons why and provide insights for those
interested in the design of outcomes-based payment systems.

The Case Against Merit-based Incentive Payment System

MIPSisawell-intentioned program, but comes with significant
administrative burden. The mean cost per physician to
participate in MIPS is $13000 per year.* The cost created an
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incentive for doctors to join a larger group and diffuse the
cost of administrative staff that handle this task.” Meanwhile,
payouts range from just $60 to $800 dollars annually.® Even
the most successful practices do not offset the cost. There are
no winners and losers, just losers and bigger losers.

Outpatient physician practices associated with health
systems or multi-specialty practices, ie, larger practices, tend
to score higher than independent, smaller practices.” Practices
with larger volume are also advantaged in sum payout$
however, when practice size and quality of care are compared,
bigger does not mean better.® When looking at individual
outcome metrics, there was no compelling evidence that
higher MIPS scores equated to better quality of care. For
composite outcomes, the same data suggests that physicians
caring for sicker and more socially vulnerable populations
were disadvantaged.’ These findings were replicated in at
least one additional study.’” Simply put, MIPS rewards size,
not quality.

These findings are not surprising to those of us practicing
internal medicine. Clinical quality is a challenge to measure
accurately. Often the treatment for one condition worsens
another. For example, rheumatologists provide steroids to
treat inflammatory arthritis. Oncologists use steroids to
manage nausea from chemotherapy. Steroids worsen blood
sugar control, especially in patients with diabetes mellitus. If
treatment quality is measured by control of blood sugar, then
rheumatologists and oncologists must not be very talented.
MIPS appears unable to adjust for natural confounders—
chiefly medical and social acuity—when attempting to
measure quality of care. Larger practices with greater
administrative capacity may be able to devote more resources
to coding comorbidities or, so to speak, playing the game.>’

The architects of MIPS are at a crossroads. They could
(1) continue trying to reduce the administrative burden,
but antithetically adjust more robustly for the underlying
social and medical determinants of health, or (2) they could
accept that the entire venture has been a mistake. Given the
expansion of MIPS “value pathways” reform, they seem to
have chosen the former option.'® This effort too will fail. Let
us dissect why.

Into the Weeds: Why Acuity Adjustment Is So Hard

Episodes of care have a wide variance in cost, indicating a large
role of medical and social comorbidities."! Any comparison
of practice outcomes must include robust adjustment for

Full list of authors’ affiliations is available at the end of the article.


https://orcid.org/0000-0001-7662-4336
https://ijhpm.com
https://doi.org/10.34172/ijhpm.9507
https://crossmark.crossref.org/dialog/?doi=10.34172/ijhpm.9507&domain=pdf
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://doi.org/10.34172/ijhpm.9507

Gajewski and Gajewski

patients’ baseline acuity, but this task is much easier said
than done. Medicare has two medical acuity adjustment
methodologies. Hierarchical Condition Categories (HCC) are
used to risk adjust Medicare Advantage plan reimbursement.
Major Complication and Comorbidity Categories (MCC) are
used to adjust traditional Medicare payments for inpatient
care. These tools predict mortality and expenditures at a
population level,'>* but have not been validated at the level of
the physician’s practice.

HCC and MCC scores do not account for the social
determinants of health. These factors are critical to patient
care. To give an example, patients living in rural regions may
not have access to home care delivery providers. Patients
without family care givers may need longer hospitalizations
to avoid readmission. Methods to account for social
determinants in the cost of care are in development.’* The
most prominent method used in the United States may be
the Area Deprivation Index, which is factored into Medicare
Advantage payments. Like MCC and HCC, Area Deprivation
Index is a population-level tool, not validated at the level of the
physician’s practice.”” MIPS factors in HCC scores to adjust
for medical complexity and Medicaid eligibility as a proxy
for social risk. This approach is reasonable on paper, but as
established, falls dramatically short.** Clinicians know it is a
mistake to assume population-level statistics will predict an
individual patients’ course. Similarly, it is a mistake to assume
population-level acuity adjustment models maintain validity
at the level of an individual practice.

Current acuity adjustment models cannot fix the MIPS
program, and future risk adjustment tools are not going to save
it either. Acuity adjustment is reliant on information stored in
the electronic health record. This data is always incomplete,'®
subject to input error and biases, and often inaccurate, even
when assessing straightforward yes/no metrics.” MIPS is
trying compare outcomes, and that goal requires a quality
of data found only in prospective clinical trials. Trials are, of
course, very expensive.'®

More to the point, clinical trials have impartial judges.
Measures of quality that are created in research settings but
transferred into payment systems will be gamed, especially
if providers are asked to measure their own outcomes."
This notion is known as Goodhart’s law, or the idea that
any observed statistical relationship will break down when
used for policy purposes.” In other words, “When you use a
measurement as a target, it stops being a useful measurement.”

Here we have described three fundamental reasons MIPS
failed. (1) Risk adjustment models are not validated at the
practice level. (2) Comparison of outcomes between practices
requires higher quality data than is available in electronic
health records. (3) Outcomes measures will be gamed if
tied to payment. All three reasons are not MIPS-specific;
they generalize to any attempt to tie payment to population
metrics. Perhaps all three challenges could be overcome,
but no one has done it yet. Crucially, a fix for all three issues
would undoubtably increase the cost of data collection
and further burden providers. Additional payment system
complexity would likely advantage well-resourced players
over independent practices. The case of MIPS is a lesson in

how not to use complexity.

Conclusion

Proponents of the MIPS program laudably aim to give US
citizens better value for every dollar spent on healthcare. The
unfortunate reality is that the program imposes steep demands
on practices and lacks the capacity to assess practices fairly.
Every policy comes with tradeoffs. We believe the harms of
the MIPS program outweigh any benefit and the effort being
allocated to reform MIPS would be better spent on different
projects altogether. The challenges facing the MIPS program
generalize to all payment systems hoping to reward clinical
outcomes at the individual-practice level. The US may be
stuck with our program, but we hope others can avoid the
same fate.
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