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Building on over a decade of policy expertise—including work on Medicare 
sustainability, chronic care, and health care system improvements—the 
Bipartisan Policy Center is releasing a three-part series on improving access 
to high-quality health care in traditional Medicare and restraining long-term 
Medicare spending by reforming Part B physician payment.

Nearly a decade ago, Congress sought to transform traditional Medicare’s 
physician payments from a volume-based, fee-for-service (FFS) system to a 
value-based one.a,b With overwhelming bipartisan support, Congress passed 
the Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) to create 
incentives for clinicians to shift into value-based payment models (also known 
as alternative payment models, or APMs) that tie payment to the quality of 
care provided. 

The act’s objective was to replace a fee-for-service system that was dually 
incentivizing excessive service volume and imposing deep, unsustainable 
payment rate cuts to clinicians. In its place, MACRA attempted to establish a Part 
B physician payment system that would better align the interests of clinicians, 
patients, and the Medicare program to ensure high-quality, patient-centered care 
while constraining excessive cost growth. 

a	 “Physician payment” includes other eligible clinicians who bill for Part B-covered 
professional services.

b	 Under a fee-for-service payment system, clinicians are reimbursed based on the type 
and number of services rendered.

https://bipartisanpolicy.org/download/?file=/wp-content/uploads/2023/12/BPC_Medicare-Report_R04.pdf
https://bipartisanpolicy.org/download/?file=/wp-content/uploads/2023/12/BPC_Medicare-Report_R04.pdf
https://bipartisanpolicy.org/download/?file=/wp-content/uploads/2022/03/BPC-Policy_Roadmap_Final.pdf
https://bipartisanpolicy.org/download/?file=/wp-content/uploads/2020/02/WEB_BPC_Future-of-Health-Care-Report_R01-1.pdf
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Unfortunately, MACRA has largely failed to meet its policy goals. Although federal 
policymakers have made some progress in restructuring Medicare reimbursement 
for Part B-covered professional services to encourage higher-value care in 
traditional Medicare, further reforms are needed. 

Greater adoption of the most promising alternative payment models—including 
population-based payments and other models that reward clinicians for taking 
on significant financial risk—is necessary to improve access to care and quality, 
as well as to realize long-term cost savings (described below in Patient-First 
Care: Promising Population-Based Payment Models).c,1 Despite MACRA’s intent 
to drive participation in alternative payment models, fee-for-service remains the 
predominant payment model. 

Fee-for-service, however, is inherently misaligned with policymakers’ efforts 
to encourage high-quality care at lower cost to Medicare. Moreover, it rewards 
clinicians for delivering a high volume of expensive services regardless of their 
value to the patient. As most physicians (78%) are now employed by hospitals/
health systems or corporate entities, this incentive to furnish more services is 
potentially amplified.2 

In contrast, alternative payment models seek to hold clinicians accountable for 
delivering high-quality care while providing them with greater flexibility to render 
high-value services that can reduce the total cost of care. These services include 
consulting with other clinicians, coordinating care across providers, responding 
to communications from patients, educating patients on their health conditions or 
health risk factors, and addressing health-related social needs. 

Under the current system, clinicians have far greater incentives to participate 
in fee-for-service than in alternative payment models, which typically require 
initial investments and changes to clinical and administrative processes before 
clinicians can experience greater flexibility in delivering care and earn financial 
rewards. MACRA also created excessive quality reporting burdens on clinicians, 
further adding to the attractiveness of fee-for-service. 

Examining the processes for valuing Medicare’s physician fee schedule 
services is an important part of broader efforts to transform Part B payments to 
clinicians, as many alternative payment models are still based on a fee-for-service 
reimbursement structure and are thus affected by physicians’ fee schedule rates. 
As currently structured, MACRA’s formula consistently yields unworkable cuts to 
physicians’ payments, forcing Congress to intervene each year since 2021. 

As described below, MACRA’s scheduled, fixed updates to fee schedule payment rates, 
combined with the rising cost of providing health services, often trigger payment 
cuts because of current law requirements that any changes to the rates be budget 

c	 Population-based payments are prospective (typically risk-adjusted) payments to 
clinicians that cover health care services and activities for a defined population over a 
specified time period (e.g., per member, per month). These payments typically replace 
all or some portion of standard fee schedule payments (i.e., through full or global 
capitation, partial capitation, or capitation-like payments).
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neutral.d,3,4 Despite Congress’s annual interventions, clinicians’ costs are projected 
to continue exceeding the growth in fee schedule payment rates through 2033.5 This 
patchwork approach, however, is unsustainable from a fiscal and policy perspective, 
because the yearly temporary fixes require both an annual increase in federal spending 
relative to the baseline and potential budgetary offsets. 

Without change, according to Congressional Budget Office projections, Medicare 
Part B benefits spending—which includes not only physicians’ services but 
also other services and supplies, such as outpatient hospital services, laboratory 
services, some home health services, durable medical equipment, and physician-
administered drugs—will increase about 9% annually from $500 billion in 
2023 to $1.17 trillion in 2034.6 Medicare Part B accounted for nearly half (about 
49%) of total Medicare benefit spending in 2023, making it the largest share of 
spending among Medicare Parts A, B, and D.7 See Figure 1. Part B spending alone 
has increased nearly 80% since 2011, far outpacing growth in both Parts A and D 
spending and inflation over the same period.e,8,9,10,11 

Figure 1: Medicare Mandatory Benefit Outlays, 2023

Benefits: Part A
40%

Benefits: Part B
49%

Benefits:
Part D
11%

Note: Part A and Part B both include mandatory outlays to Medicare Part C/Medicare Ad-
vantage to cover Part A and Part B benefits.
Source: Congressional Budget Office, “Baseline Projections,” June 2024. Available at: 
https://www.cbo.gov/system/files/2024-06/51302-2024-06-medicare.pdf. 

d	 Physician fee schedule payment rates are generally based on the resources needed to 
furnish the service. For each service, CMS establishes relative value units (RVUs)—for 
work (i.e., time and intensity), practice expense (PE), and malpractice (MP)—which are 
each adjusted for geographic cost variations. A conversion factor (CF) is used to convert 
these relative values into payment rates. Payment rates are further adjusted by certain 
modifiers or other adjustments established in law. The CF is typically reduced when 
budget neutrality is triggered, resulting in payment cuts. 

e	 Part A covers inpatient hospital stays, skilled nursing facility care, hospice care, and 
some home health. Part D covers prescription drugs.

https://www.cbo.gov/system/files/2024-06/51302-2024-06-medicare.pdf
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Rising costs are also increasing the financial burden for beneficiaries. The standard 
monthly premium for Part B increased nearly 6% annually from $105 in 2015 to $185 in 
2025, while the annual deductible increased at roughly the same rate from $147 to $257 
over the same period.12 ,13 

There is little evidence that this spending has produced meaningful improvements in 
care quality or patient outcomes for traditional Medicare’s 33.4 million beneficiaries.14 
In fact, clinician shortages continue to limit patients’ access to care—including primary 
care, behavioral health, direct care, and care in rural or underserved areas. Payment 
challenges are contributing to the problem.15,16,17,18 In addition, the number of Medicare 
beneficiaries and the services they require, along with the intensity of their care, are 
all growing. These alarming trends underscore the urgent need for bipartisan policy 
reforms to optimize care access and value in traditional Medicare. 

As concerns about the physician payment system mount, both Republicans and 
Democrats have signaled their commitment to further reform. Congress and the Trump 
administration now have an opportunity to make impactful changes and achieve the 
goals set nearly 10 years ago. 

To support policymakers’ efforts, this issue brief outlines the relevant legislative history 
of physician payment reforms, the current legislative and regulatory landscape, and 
the challenges and opportunities that federal policymakers are expected to address. It 
also highlights the need to accelerate clinicians’ participation in the most promising 
alternative payment models. 

BPC’s second and third issue briefs will identify key barriers to accelerating clinicians’ 
participation in APMs and outline bipartisan federal policy reforms to enhance their 
participation. Some of these reforms will likely require federal investment up-front if 
they are to succeed in shifting clinicians into sustainable, alternative payment models 
that reward them for delivering high quality care at lower cost to Medicare. They might 
also require some positive reduced cost-sharing incentives to encourage Medicare 
beneficiaries to participate more exclusively in these models. Federal policymakers 
should offset any federal costs associated with these payment reforms to achieve 
budget neutrality.

L E G I S L A T I V E  H I S T O R Y

Federal policymakers have long grappled with how best to value and pay for Part 
B-covered professional services in a way that supports access to care and is fiscally 
responsible. Before MACRA, a statutory formula known as the Sustainable Growth 
Rate (SGR) determined annual updates to the payment rate under Medicare’s physician 
fee schedule. This flawed formula limited the fee schedule’s spending growth based on 
such factors as per capita gross domestic product. Escalating annual cuts to physicians’ 
payments followed, forcing Congress to make an annual “doc fix” that ensured payment 
rates remained adequate to preserve beneficiaries’ access to care.
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Accordingly, MACRA replaced the problematic SGR formula with statutorily set 
annual updates to Medicare’s physician fee schedule payment rates. The law also 
consolidated several payment and performance programs into a new Quality 
Payment Program (QPP), which financially incentivizes clinicians to deliver 
high-quality care through alternative payment models. Eligible Part B clinicians 
must participate in one of the QPP’s two pathways: (1) the Merit-based Incentive 
Payment System program (MIPS) or (2) Advanced APMs. Although Medicare 
law requires that both pathways tie payments to quality of care in different 
ways, MIPS requires less accountability for care quality and costs compared to 
the Advanced APM pathway, which requires clinician participants to take on 
significant financial risk. 

Through the physician fee schedule payment rate updates and QPP, MACRA 
attempted to financially disincentivize clinicians from remaining in models with 
little to no accountability, including traditional fee-for-service and MIPS. MACRA 
initially provided all clinicians with a 0.5% increase in the fee schedule rates 
from 2015–2019, but no annual increases in the rates from 2020–2025. It also 
established lower rate updates for clinicians remaining in traditional FFS or MIPS 
in later years.f Beginning in 2026, these clinicians will receive only a 0.25% rate 
increase; qualifying Advanced APM participants will get triple that (0.75%).19 

As discussed above, Congress has temporarily increased the payment rate 
update each year since 2021 to offset cuts resulting from the budget neutrality 
requirement. This requirement was triggered by increases to certain billing codes 
and a new add-on payment.20 Some stakeholders, including clinicians and the 
Medicare Payment Advisory Commission (MedPAC), have raised concerns about 
MACRA’s fixed updates to the fee schedule rates, given practices’ rising costs and 
the need for annual congressional intervention.21

MACRA also incentivized Advanced APM participation by providing a bonus 
payment of 5% of a qualifying clinician’s Medicare payments for fee schedule 
services. Congress has since extended this bonus—although at reduced levels—
through 2026.22 See Figure 2.

f	 Congress passed subsequent legislation that reduced the payment rate update to 0.25% 
in 2019.
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Qualifying Advanced APM participants receive their bonus payment two years 
after the performance year. This means that performance year 2022 was the last 
year in which participants could earn the full 5% Advanced APM bonus payment, 
which expired in 2024.23 Similarly, performance year 2024 was the last year to 
earn the 1.88% bonus, which will be paid in 2026. Clinicians who participate in an 
Advanced APM in 2025 or later cannot earn a participation bonus payment under 
current law. 

The declining bonus payment under MACRA for qualifying Advanced APM 
participants—and its expiration—weakens a key financial incentive for 
participation in this model. This could result in clinicians exiting or not entering 
Advanced APMs, despite their greater potential to improve care quality and control 
costs compared with MIPS and traditional FFS. 

Figure 2: Medicare Physician Fee Schedule Updates, MIPS Adjustments, and Advanced APM 
Bonuses Under Current Law

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Fee schedule 
updates

Adjustments 
for clinicians 
in MIPS

Bonuses for 
qualifying 
Advanced APM 
participants

Note: Changes to MACRA’s original provisions are shown in light blue. In 2024, rates were updated by 1.25 percent through March 
8, 2024, and then are updated by 2.93 percent from March 9, 2024, through December 31, 2024. MIPS adjustments to payment 
rates can be positive, neutral, or negative. The highest MIPS adjustment actually paid out so far has been lower than the maximum 
possible under law (+1.9 percent in 2019, +1.7 percent in 2020, +1.8 percent in 2021, +1.9 percent in 2022, and +2.3 percent in 2023). The 
Advanced APM participation bonus is not available after 2026. MIPS adjustments and the Advanced APM participation bonus apply 
for only one year at a time and are not built into subsequent years’ payment rates. Since the fee schedule updates for 2021 through 
2024 apply for one year only and in most years decline in size from one year to the next, they have generally had the effect of slowly 
lowering the fee schedule’s conversion factor. The conversion factor needed to be lowered to offset a large increase to the payment 
rates for a widely used set of billing codes for office/outpatient evaluation and management visits, which took effect in 2021.
Source: MedPAC, “Report to the Congress: Medicare and the Health Care Delivery System,” June 2024. Available at: https://www.
medpac.gov/wp-content/uploads/2024/06/Jun24_MedPAC_Report_To_Congress_SEC.pdf.
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https://www.medpac.gov/wp-content/uploads/2024/06/Jun24_MedPAC_Report_To_Congress_SEC.pdf
https://www.medpac.gov/wp-content/uploads/2024/06/Jun24_MedPAC_Report_To_Congress_SEC.pdf
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C O N G R E S S I O N A L  A C T I O N  E X P E C T E D

Reforming Medicare’s physician fee schedule to ensure sustainable, accurate 
payment and appropriate incentives for participating in Advanced APMs will 
likely be a central focus of MACRA reform discussions in Congress in 2025 and 
beyond. As such, identifying strategies to address these and other issues in a way 
that enhances the program and maintains fiscal responsibility will be essential to 
advancing bipartisan policy solutions. 

Congressional Republicans and Democrats have expressed concerns about 
the shortcomings of the current system and shown considerable interest in 
bipartisan efforts to increase the adoption of Advanced APMs. Over the past year, 
congressional committees with jurisdiction over Medicare have held hearings 
highlighting the need for reforming Medicare Part B physician payment.24,25,26 
Additionally, a bipartisan group of senators—Marsha Blackburn (R-TN), John 
Thune (R-SD), John Barrasso (R-WY), Debbie Stabenow (D-MI), Mark Warner 
(D-VA), and Catherine Cortez Masto (D-NV)—formed a working group to advance 
long-term reforms to the fee schedule and further updates to MACRA.27 

Other bipartisan efforts include a white paper released by Senate Finance 
Committee Chairman Mike Crapo (R-ID) and ranking member Ron Wyden (D-OR) 
to lay the groundwork for accelerating Part B physician payment reform through 
legislative and regulatory policy changes. Sens. Sheldon Whitehouse (D-RI) 
and Bill Cassidy, M.D. (R-LA) introduced the Pay PCPs Act of 2024 and issues a 
request for information to address primary care access and payment challenges 
in Part B.28,29 

Sens. Whitehouse, Barrasso, Cassidy, Blackburn, Thune, Peter Welch (D-VT), and 
Thom Tillis (R-NC), also introduced a bipartisan bill, the Value in Health Care 
Act of 2023 (S.3503/H.R.5013), to encourage participation in Advanced APMs 
and a specific type of alternative payment model known as Accountable Care 
Organizations (ACOs).30 See Figure 3.31 Rep. Darin LaHood (R-IL) introduced 
a companion bill in the House with 13 Democratic and nine Republican co-
sponsors.32 Provisions include extending the Advanced APM participation bonus 
by two years, reforming the bonus thresholds, and removing barriers to ACO 
participation.33

In October 2024, Reps. Mariannette Miller-Meeks, M.D. (R-IA) and Jimmy Panetta 
(D-CA), along with more than 230 Democratic and Republican representatives, 
signed a letter urging House leadership to find a permanent solution to MACRA’s 
imminent, annual cut to clinicians’ reimbursement.34 Relatedly, the House 
GOP Doctors Caucus co-chairs—Reps. Brad Wenstrup, D.P.M. (R-OH), Michael 
Burgess, M.D. (R-TX), and Greg Murphy, M.D. (R-NC)—released a discussion draft 
of legislation to reform the fee schedule. The proposal includes updating the 
budget neutrality threshold, reconciling pricing adjustments, and requiring timely 
updates to direct practice expenses.35
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Figure 3: Accountable Care Organizations

•	 ACOs are groups of providers who deliver coordinated, high-
quality care and take on financial risk for the ability to share in 
the savings they achieve for the Medicare program.

•	 Some ACOs qualify as Advanced APMs, and clinicians can 
participate in ACOs through the Medicare Shared Savings 
Program (MSSP) or certain demonstration models under the 
CMS Innovation Center.

In December 2024, a continuing resolution (H.R.10445) reflecting bipartisan 
agreement did not advance through Congress, but it notably included a one-year 
extension of the Advanced APM bonus payment at 3.53%, an extension of the 
quality payment eligibility thresholds, and a 2.5% temporary payment increase 
under the fee schedule.36 

In January 2025, Rep. Vern Buchanan (R-FL), vice chairman of the House Ways 
and Means Committee and chair of the Health Subcommittee, introduced the 
bipartisan Healthcare Efficiency Through Flexibility Act. Co-sponsored by Reps. 
Panetta and Dan Crenshaw (R-TX), the bill addresses digital reporting among 
accountable care organizations.37 Additionally, Rep. Greg Murphy, M.D. (R-NC), 
reintroduced the bipartisan Medicare Patient Access and Practice Stabilization 
Act with nine Republican and 12 Democratic co-sponsors to address cuts to 
Medicare clinicians’ reimbursement.38

Recent administrations have prioritized participation in alternative payment 
models, and the Trump administration has an opportunity to further improve and 
advance these models as part of its effort to end the chronic disease epidemic. 

The Centers for Medicare and Medicaid Services (CMS) Innovation Center 
set a goal to have all traditional Medicare beneficiaries in accountable care 
arrangements by 2030.39 The agency has encouraged participation in these 
payment models by conducting new and continuing payment demonstrations, 
as well as reforms to the Medicare Shared Savings Program (MSSP). These 
efforts have increased the number of ACOs and expanded the capacity of smaller 
practices to participate in accountable care organizations.40,41 In 2024, nearly half 
of traditional Medicare beneficiaries (13.7 million) were aligned to an ACO under 
the MSSP or a demonstration.g ,42

g	 Beneficiaries are generally aligned to ACOs through claims or voluntary alignment. 
CMS’s ACO models are part of traditional Medicare, and beneficiaries aligned to ACOs 
have freedom of choice of traditional Medicare providers and suppliers. They are not 
required to receive services from the ACO. 
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H O W  M E D I C A R E  P A R T  B  P H Y S I C I A N 
P AY M E N T  W O R K S

Medicare generally pays physicians and other eligible clinicians for Part B-covered 
professional services based on the Medicare physician fee schedule, with several 
factors modifying or adjusting payments.43,44 MACRA’s Quality Payment Program 
is one such factor.45 ACOs under the Medicare Shared Savings Program and 
accountable care demonstrations under the CMS Innovation Center are alternative 
payment models that generally align with the QPP. These models can help 
clinicians satisfy QPP requirements to qualify for financial incentives for high-
quality care. 

As noted above, all eligible clinicians billing for Medicare Part B-covered 
professional services must participate in one of the QPP’s two pathways: (1) MIPS 
or (2) Advanced APMs. Clinicians may be exempt from QPP participation if they 
are newly enrolled in Medicare or do not exceed the annual Medicare low-volume 
threshold criteria.h,46,47 In practical terms, about half of all Medicare Part B 
providers are exempt from participation.48

h	 Clinicians are exempt for low volume if they do not meet the minimum: (1) billing 
amount for Part B covered professional services, (2) number of Part B patients 
who receive covered professional services, or (3) number of covered professional 
services to Part B patients. In 2024, the low volume threshold was more than $90,000 
in billed Part B professional services, 200 Part B patients, and 200 Part B covered 
professional services. 

Figure 4: Quality Performance Determines Clinicians’ Payments under the QPP’s MIPS and 
Advanced APM Pathways

Note: In lieu of bearing significant financial risk, an Advanced APM can be a medical home model.
Source: CMS Quality Payment Program, “Quality Payment Program Overview.” Adapted from: https://qpp.cms.gov/about/qpp-
overview. American Academy of Professional Coders, “What Is MACRA?” Adapted from: https://www.aapc.com/resources/what-is-
macra.
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MIPS
The Merit-Based Incentive Payment System program rewards or penalizes 
clinicians based on their performance on measures they select in four areas: (1) 
quality, (2) cost, (3) interoperability (such as patient engagement and electronic 
health record use), and (4) improvement activities.49 Clinicians’ fee-for-service 
payments are adjusted up or down by statutorily defined percentages based on 
their performance in these areas. In 2024, MIPS payments can be adjusted to -9% 
and +9%.50 

MIPS payments must be budget neutral, however. Congress appropriated $500 
million annually for payment years 2019–2024 for exceptional performance, 
temporarily bolstering positive payment adjustments in MIPS and narrowing 
the financial incentive gap between MIPS and Advanced APMs.51 Notably, 
payments have not reached the statutory maximum of +9% due to relatively 
low performance thresholds set by CMS. As a result, fewer clinicians receive 
negative payment adjustments, which fund the positive payment adjustments 
available under this budget-neutral program.52 Policymakers looking to encourage 
clinicians’ participation in Advanced APMs or other population-based payment 
models must consider how MIPS payment adjustments—both in statute and in 
implementation—affect the financial appeal of these models. 

Despite the program’s goal of supporting high-value care, research indicates that 
MIPS has not improved the quality of care or reduced spending.53 Critics have 
noted the significant administrative burden under the quality measure reporting 
structure and excessive choice in selecting quality measures—clinicians can 
choose measures they expect to perform well on or report on measures as a group 
under one tax identification number, which limit the meaningfulness of MIPS 
data and its comparability across clinicians. In response, CMS will phase out 
“traditional” MIPS and replace it with a new MIPS Value Pathways (MVPs) in 
a future year.54,55 The new MVPs aim to address these challenges by requiring 
clinicians to report on a subset of quality measures and activities based on 
specialty or medical condition.56 CMS introduced MVPs in 2023 and made 
participation voluntary through performance year 2027. It has not announced 
when reporting will become mandatory.57

Advanced APMs
The second quality payment pathway offers incentive payments to clinicians 
participating in Advanced APMs, such as an MSSP ACO or a CMS Innovation 
Center accountable care demonstration model.i,58,59 

i	 MSSP’s BASIC Track Level E and the ENHANCED Track are Advanced APMs in 
performance year 2025.
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Models must meet certain criteria to be an Advanced APM.j ,60 One requirement 
is that participants must bear significant financial risk and accountability for 
care, distinguishing these models from the Merit-Based Incentive Payment 
System program.61 Assuming financial risk encourages clinicians to reduce 
costs by delivering more holistic primary and preventive care, better managing 
chronic diseases, and reducing unnecessary services. Research shows that certain 
Advanced APMs are associated with federal savings (described below in Patient-
First Care: Promising Population-Based Payment Models).62 

To achieve Qualifying APM Participant status, which is required to receive a 
bonus payment, clinicians must have seen at least 35% of their Medicare patients 
through the Advanced APM or have received at least half of their Part B payments 
through the model in 2024.63 The vast majority (88%) of clinicians who received 
this bonus in 2024 (for performance year 2022) were in the MSSP’s BASIC Track 
Level E or ENHANCED Track, while others participated in the CMS Innovation 
Center’s Direct Contracting Model, Bundled Payment for Care Improvement 
Advanced Model, Primary Care First Model, or other models.64 CMS has identified 
these demonstration models as Advanced APMs eligible for Qualifying APM 
Participant status.65

P A T I E N T- F I R S T  C A R E :  P R O M I S I N G 
P O P U L A T I O N - B A S E D  P AY M E N T  M O D E L S 

The early success of certain population-based payment models suggests that 
policymakers desiring to support care quality while better controlling Part B 
spending should consider reforms to expand these models. Almost 30 different 
payment model options operate under Part B, each affecting care quality and 
Medicare spending in unique ways.66,67 Available data should inform federal efforts 
to accelerate clinicians’ participation in the most promising models.68 Some 
population-based payment models, particularly ACOs, have demonstrated early 
success in generating gross or net savings to Medicare, improving health outcomes, 
and increasing patients’ and providers’ satisfaction.69

For example, evidence suggests that Medicare Shared Savings Program ACOs have 
demonstrated at least some modest savings, with physician-led ACOs showing 
the greatest success.70,71 However, challenges in estimating what Medicare would 
have spent absent the MSSP ACO make it difficult to accurately evaluate savings 
associated with these models; estimates of savings vary widely as a result.72 ,73

j	 The criteria for Advanced APM participation include the following: (1) use certified 
electronic health record technology, (2) base clinician payment for covered professional 
services on quality measures comparable to those used in the MIPS quality performance 
category (including one outcome measure), and (3) either be a medical home model 
expanded under CMS Innovation Center authority or require participants to bear 
significant financial risk. 
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Separately, the CMS Innovation Center’s Pioneer ACO Model achieved gross and net 
savings in an evaluation of its first two years, while the Next Generation ACO Model 
achieved gross savings in its first three years.74 Between 2015 and 2018, the ACO 
Investment Model—which provided new and existing ACOs with up-front funding for 
infrastructure and staffing—resulted in more than 2% net Medicare savings on average 
each year, as well as gross savings.75 The model also reduced hospital readmissions and 
emergency department visits.76 

Current law allows the Health and Human Services (HHS) secretary to expand or make 
permanent a CMS Innovation Center demonstration only if it meets certain criteria. 
However, few models have met the standard for care quality, reducing or not increasing 
spending, and benefits access.k ,77 To date, the HHS secretary has certified only four 
models for expansion, including the Pioneer ACO Model, which was incorporated into 
Medicare’s permanent ACO program, the MSSP.78 

Consumer groups and other stakeholders emphasize the value of accountable care 
organizations for patients, citing their ability to facilitate care coordination for those 
with chronic conditions and complex needs.79,80,81 Notably, in January 2025, the CMS 
Innovation Center implemented a new ACO Primary Care Flex Model within the MSSP.82 
This model supports enhanced coordination between primary care and specialty 
providers, an important feature with the potential to reduce low-value care and support 
the model’s effectiveness.83,84

C H A L L E N G E S  A N D  N E X T  S T E P S

Despite modest annual increases in Advanced APM participation, total participation 
remains low compared with MIPS, and key challenges threaten current participation 
levels and might limit growth. Among the 1.3 million clinicians billing the fee schedule, 
624,209 clinicians participated in MIPS in performance year 2022, while only 386,263 
clinicians participated in Advanced APMs during that same period.85,86 Because 
many clinicians satisfy Advanced APM requirements by participating in Medicare 
ACOs, addressing barriers to participation in these models can inform broader efforts 
to encourage participation in other population-based payment models. Moreover, a 
Congressional Budget Office report from April 2024 found that weak incentives to 
reduce spending, inadequate resources for participation, and the ability to easily exit the 
program based on anticipated financial gains or losses can limit both participation in 
Medicare ACOs and savings.87 

k	 For expansion, the model must be expected (1) to either reduce spending without reducing care 
quality, or to improve care quality without increasing spending; (2) to result in reduced (or no 
increase) in net spending if expanded, as certified by CMS’s chief actuary; and (3) to not deny or 
limit beneficiaries’ benefits if expanded.
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Figure 5: Clinician Participation in MIPS and Advanced APMs 
(Performance Year 2022)

MIPS (clinicians) Advanced APMs (clinicians)

624,209 386,263
Note: Data on MIPS clinicians represents total clinicians who received a MIPS payment 
adjustment. Data on Advanced APM clinicians represents total clinicians who achieved 
Qualifying APM Participant status.
Source: Adapted from CMS Quality Payment Program, “Participation and Performance 
Data.” Available at: https://qpp.cms.gov/resources/performance-data.

Building on these findings, BPC’s next issue brief will further examine the 
challenges limiting the uptake and growth of Advanced APMs and other 
population-based payment models. These challenges include misaligned financial 
incentives that do not effectively encourage Advanced APM participation over 
MIPS; inadequately structured participation thresholds for the Advanced APM 
bonus payment and its expiration; significant administrative burden; and a lack 
of transparent, evidence-based processes for appropriately valuing physician fee 
schedule services. 

Improving access to high-quality care and constraining spending growth in Part 
B will be extremely difficult without first addressing these existing barriers. To 
enhance clinicians’ adoption of promising Advanced APMs and other population-
based payment models, policymakers must address these barriers by pursuing 
bipartisan reforms. Some reforms will likely require up-front federal investment 
if clinicians are to transition to sustainable, alternative payment models. 
Policymakers should prioritize reforms that offset these costs and ensure that 
overall changes are budget neutral. 

BPC’s second and third issue briefs will provide more detail on these challenges 
and propose actionable federal policy reforms.

https://qpp.cms.gov/resources/performance-data
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