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Commercial Bundles
With premiums on the rise and commercial payers interested in increasing
the value return on their healthcare investment, more payers are considering
value-based care arrangements. While CMS has led the charge to use bundled
payments for joint replacements through the Bundled Payments for Care
Improvement (BPCI) and Comprehensive Care for Joint Replacement (CJR)
program, there is increasing interest in these arrangements from the payer
market. As payers and providers begin to anticipate and plan for the change, it’s
important to study bundled payments from a variety of angles looking at cost
variations by region, market, provider type, and payers.
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Replacement (TJR) procedure, using
DRG 470, the most common DRG for

Population Growth and Population Aging Will Have the Greatest Projected Impact
on Total Joint Replacement in the Commercially Insured Population

TJR. We based our bundle length on the
new CMS proposed rule—90 days

n Population Growth Component n Population Aging Component n Exchange Growth Component
n Payment Reform Component n Inpatient to Outpatient Shift Component n Diagnosis Trend Component

post-hospital discharge.
Bundle sample size ranged from just

SPONSOR ED SUPPLE ME NT

Midwest

Northeast

South

(9)

(1,026)

(319)
(31)

(1,444)

(13)

(1,599)

(1,307)
(40)

(2,262)

(805)

(7)

(315)

4

-6,000

(2,068)

-4,000

(324)

0
-2,000

nine divisions.

1,594
15

2,000

(1,128)

4,000

(9)

6,000

2,829

8,000

over 4,000 to nearly 20,500 across the

7,325

10,689

10,000

(5,232)

Growth/decline in number of discharges

12,000

Upcoming Topic:
> Top-Performing Health Systems

West

SOURCE: Truven Health Analytics.

When the impact of individual components of growth is studied for total joint replacement (TJR)
projections, the impact of population growth is offset by the projected impact of the aging
population in the Midwest and the Northeast, but not in the South or West. Inpatient Demand
Estimates provide local annual acute care discharges and patient days by DRG. A key feature
of the Inpatient Demand Estimates model is long-term forecasts of future trends. The trending
model that supports these forecasts combines demographic and economic trends with expected changes in health insurance, practice patterns, reimbursement rules, and disease prevalence
to estimate annual change over the next 10 years.
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SIGNIFICANT VARIATION IN AVERAGE BUNDLED COSTS BY GEOGRAPHIC AREA

Our analysis showed that the average TJR bundled cost in the commercial (non-Medicaid) population ranged from $29,825 in the East
South Central division to $40,431 in the Middle Atlantic—a difference of more than $10,500 per patient.
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AVERAGE TOTAL BUNDLED COST BY COMPONENT

The average percentage of total costs due to the readmission component of the bundle is small at $760 or 2.1 percent. That
finding is fairly consistent across all divisions, ranging from 1.7 to 2.6 percent. This suggests that while expensive, readmissions
are relatively rare in the commercial population. The average percentage of total bundled cost due to postacute care is still fairly
low, although higher than readmissions, at 12.7 percent. The average percentages among divisions range from 10.8 percent
(Mountain Division) to 14.5 percent (East South Central)—showing more cost variability.
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AVERAGE COSTS PER DISCHARGE BY POSTACUTE CARE OPTIONS BY U.S. CENSUS DIVISION

Our study found differences in the average cost by type of postacute care service, a finding that was fairly consistent across divisions.
This points to the importance of discharging a patient to the appropriate care option, when the goal is to reduce bundled costs for TJR
while maintaining a high level of quality and optimal outcomes. The highest average patient cost was at an inpatient rehabilitation facility—the option that also had the largest variability in cost across divisions. The higher costs in the Pacific and West North Central divisions and the lower costs in the New England division are the most obvious.
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