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Increasingly, payer organizations are shifting the focus from payments for specific
medical services to payment for episodes or bundles of care. This shift is intended
to motivate provider organizations to adjust their care models for greater value gen-
eration. Value is defined as achievement of an outcome of care at a certain cost. For
example, the Centers for Medicare & Medicaid Services (CMS) Comprehensive
Care for Joint Replacement (CJR) program defines its incentives to hospitals by
their ability to achieve certain cost targets based on a tier of quality measure perfor-
mance. While there are other bundle payment arrangements, in this chapter, we
focus on CMS bundles and the Employers Centers of Excellence Network (ECEN).

37.1 CMS Bundled Payment Programs

Cost pressure on federal payment systems from an aging population and escalating
healthcare costs has led to the development of alternate payment models (APMs).
Bundled payment care initiatives (BPCIs) and accountable care organizations
(ACOs) are forms of APMs. BPCIs have been applied to total joint replacement, hip
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fracture, spine procedures, congestive heart failure, urinary tract infection, stroke,
percutaneous coronary intervention, coronary artery bypass, chronic obstructive
pulmonary disease, and other major conditions [1]. Participation is generally by
choice, and hospitals must participate for 3 years with a possible extension period.
Cost is bunded for each care episode, and participating organizations are eligible for
payment or recoupment based on cost performance against a target price; payment
is modified by quality gates.

In contrast, ACOs measure quality outcomes annually and require improved out-
comes year over year for ACOs to be eligible for reconciliation payments [2]. ACOs
follow several principles. They are provider-led organizations with strong primary
care; an ACO is accountable for quality outcomes and per capita costs; payments
are linked to improvement in quality and reduced costs; and ACOs have reliable
measures of performance to support improvement and instill care team’s confi-
dence. A common APM is a bundled reimbursement model such as the voluntary
Bundled Payments for Care Improvement (BPCI) and the mandatory CJR initia-
tives. Implementation of these bundled payment models has generally resulted in
cost savings and quality improvements [3]. Successful provider organizations have
found ways to reduce the number and severity of poor-quality outcomes within their
at-risk populations. Comorbid conditions such as diabetes and cardiac, cerebrovas-
cular, and pulmonary diseases contribute to poor postoperative outcomes, so tight
care coordination is necessary, both to avoid surgical complications and exacerba-
tions and sequelae of comorbidities.

37.2 The Comprehensive Care for Joint Replacement
Model [4]

With the aging of the US population and improvements in survival to advanced age,
total joint replacement procedures are projected to increase steadily. In response,
CMS has transitioned to APMs in many health service areas. This CMS innovation
aims to support better and more efficient care for beneficiaries undergoing hip and
knee replacement surgery. These procedures are the most common inpatient surger-
ies for Medicare beneficiaries. Payment is bundled and quality measured for a
90-day episode of care related to hip and knee replacements (MS-DRG 469 — major
joint replacement or reattachment of lower extremity with major complications or
comorbidities, or MS-DRG 470 — major joint replacement or reattachment of lower
extremity without major complications or comorbidities). Hospitals, physician
groups, and post-acute care providers are financially incentivized to collaborate.
This is meant to improve the quality and care coordination starting with the hospi-
talization for surgery through 90 days postdischarge. Quality improvement was to
be driven through care standardization because of known substantial variation, for
example, in the rate of infections and implant failures, as well as overall cost. This
payment model began on April 1, 2016; on January 1, 2021, more than 400 hospitals
in 67 geographic areas of the United States were participating in the CJR model.
Initially set to run for 5 years, the CJR program was recently extended for 3 years
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and now includes total joint replacement performed in an outpatient setting.
Payments are made based on a participating hospital’s ability to achieve its target
price for the episode of care, determined by regional pricing benchmarks and
adjusted by a 3% discount. The latter is further adjusted at reconciliation based on
composite quality score [5].

37.2.1 Quality Measures for the CMS CJR Program

CMS publishes hospitals” quality outcomes from the CJR program on the Web [6].
Two quality measures included in the CJR model are complications and patient
experience. The total hip and knee arthroplasty (THA/TKA) complication measure
is endorsed by the National Quality Forum (NQF) as measure #1550. The Hospital
Consumer Assessment of Healthcare Providers and Systems (HCAHPS) survey
measure (NQF #0166) relates to patient experience. The THA/TKA complication
measure includes only elective THA/TKA patients. It excludes fractures which are,
however, included in the CJR model. This measure represents a risk-standardized
complication rate for 90 days following THA/TKA surgery. The components of this
measure include acute myocardial infarction (AMI), deep vein thrombosis (DVT),
pulmonary embolism (PE), pneumonia, bleeding, and others (see Chapter “Risk-
Adjusted Complications”). Case selection for concurrent review should take into
account how bundled payment programs like CJR measure care quality. Many of
the conditions measured also represent AHRQ PSIs or may be captured with other
metrics addressing complications. Organizations participating in bundled programs
should assess whether their existing process for concurrent review adequately cap-
tures this group of patients.

Key Concept

CMS alternative payment methods require certain quality and patient safety
outcomes to be met for hospitals to realize the maximum payment for bundled
care such as for total hip and knee replacement.

The patient experience measure for the CJR model uses the HCAHPS linear
mean rollup (HLMR) score. The HLMR score describes performance in the pub-
licly reported HCAHPS measures, excluding the pain management domain. The
HLMR is the average of the mean scores of the HCAHPS measures, using a weight
of 100% for each of the six composite HCAHPS measures and a weight of 50% for
the cleanliness, quietness, overall hospital rating, and recommend-the-hospital
measures.

The CJR model incentivizes the submission of THA/TKA patient-reported out-
comes for eligible elective primary THA/TKA procedures but does not require
these data for reconciliation payment eligibility. CJR participants who successfully
submit patient-reported outcomes data can increase their financial opportunity; they
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receive points toward their composite quality score ranging from 0 to 20 points (10
for performance in complications, 8 for patient experience, and 2 for additional data
reporting such as patient-reported metrics). Provider organizations are sorted into
four quality categories along this spectrum: barely acceptable, acceptable, good,
and excellent. Based on where organizations fall along this quality spectrum, their
reconciliation payment (or repayment responsibility amount based on cost perfor-
mance) will be reduced by a lesser or greater percentage. There is also a quality gate
for organizations to be eligible for any reconciliation payments, meaning hospitals
or groups that perform below a minimally acceptable quality standard are ineligible
for incentive or reconciliation payments.

37.2.2 Experience with CJR at the Ochsner Health

Our experience with quality improvement through care standardization for major
joint replacement began several years before CMS mandated CJR program partici-
pation in the New Orleans metropolitan statistical area. Through a collaboration of
leaders from orthopedic surgery, anesthesia, perioperative pain management, case
management, nursing, and physical therapy, the Ochsner Perioperative Surgical
Home (PSH) model was initiated in 2014. Sustained success with this model of care
pathway and algorithm set our total joint replacement program apart from others
regionally and allowed for our program to become designated as a national center of
excellence (COE).

The PSH model of care is a proven method of delivering perioperative value-
based care. Clinical pathways and other care algorithms standardize care, while
internal clinical benchmarking leads to continuous feedback and improvement [7].
PSH programs improve postoperative recovery and decrease hospital utilization by
reducing hospital length of stay, utilization of opioids, and discharge to nonhome
locations of care [8]. Through a collaborative approach, the PSH allows for pro-
grammatic, multidisciplinary participation in the periprocedural care for total joint
patient populations [9]. A multidisciplinary team engages with the patient from the
time of surgical decision to 90 days postoperatively. Care is given through standard-
ized evidence-based protocols. Care pathways built into the electronic medical
record (EMR) require documentation of adherence to each pathway step. Weekly
reports are generated and team-reviewed for improvement opportunity.

Introducing the PSH model resulted in significant total cost savings, decreased
hospital length of stay, and fewer readmissions within 30 days of discharge. Some
of the components of PSH approach are not new. A randomized prospective study
[10] demonstrated that a pathway-controlled physical therapy regimen led to
enhanced recovery and reduction of adverse events in the post-acute phase when
compared to a non-pathway regimen. In addition to standardizing physical therapy,
the PSH model achieves superior outcomes through preoperative patient optimiza-
tion and comorbidity management, standardized pain and anesthesia regimens,
enhanced postoperative monitoring, standardized discharge orders, and increased
coordination of care between hospital and community health providers.
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Comparison of Discharge
Disposition

No PSH PSH without EMR PSH with EMR

B % Discharge to Home Health M % Discharged to SNF

Fig. 37.1 Evolution of discharge disposition performance in the Ochsner PSH model.
(© Ochsner Health)

The PSH model of care was begun without fully integrating all its pathways into
the EMR. Neither did EMR reporting capability exist initially. Even without these
features, our teams were able to achieve remarkable (20-50%) improvements in
cost, length of stay, home health discharge, and skilled nursing facility (SNF) utili-
zation. PSH implementation reduced 30-day readmission rates from 4.3% to 1.9%.
EMR integration did not significantly affect readmission rate [11, 12]. However,
adding EMR integration to the PSH model further reduced certain costs and
increased home discharge while decreasing reliance on SNF care [11]. EMR inte-
gration further increased home health discharge and decreased SNF discharge
(Fig. 37.1). Our participation in the CMS CJR program has been successful. Our
organization has been eligible for reconciliation payments year over year. For the
most recent composite CJR quality scores, we achieved a ten of ten points level of
performance [6].

37.3 Employers Center of Excellence Network

As employers experience significant health costs for their employees, they look to
increase the value they realize for their investment. Such value derives from the
avoidance of unnecessary healthcare utilization, with care outcomes that are
unchanged or better than care received outside of the COE network. An example of
such value generated is that COE patients avoided surgery 20% of the time after
referral. When surgery was performed in the COE setting, COE care teams were
able to avoid SNF-based post-acute care utilization [13]. Our own experience
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supports the ability of a care coordination and perioperative population manage-
ment program to reduce such post-acute care utilization after total joint replacement
[12]. Reports of provider organizations’ bundled arrangement experience with pri-
vate payers exist [14]. The arrangements generally resulted in lower costs due to
reduced utilization and improved quality from reductions in complications and
readmissions.

Employers look for provider organizations that are an optimal fit with their cul-
ture and care philosophy for their employees. They seek highly reliable organiza-
tions to help solve for utilization, standardization, and cost of care while achieving
the best possible patient experience and care outcomes. Employers find COE part-
ners through convenors (also referred to as third-party administrators) such as the
Health Design Plus. These third-party organizations conduct a thorough assessment
on behalf of their employer’s clients. They look closely at publicly available cost
and quality information about the organization and surgeons; a site visit is part of
the due diligence to determine whether they recommend pursuing a COE partner-
ship. A hospital cannot unilaterally apply to be an employer COE; if the hospital
meets the criteria the employer sets, the third-party administrator invites the hospi-
tal to apply. Organizations desiring to establish employer COE partnerships need to
be aware of the significant resources required for participation. Principally, such
resources are necessary to assure success in what is essentially an arrangement
where the provider organization takes risk for an episode of surgical or interven-
tional care. An initial investment is required to apply for and stand up the program.
The most resource-intensive ongoing activities under such programs are care navi-
gation, care review, financial systems, continuous learning, and data analytics/
reporting. For example, our financial systems needed rebuilding to allow service
provision without authorization and billing. Our relationship as a Walmart’s COE
has required the dedication of three patient and access navigators.

From the medical perspective, organizations should have experience in well-
functioning processes and programs to coordinate perioperative care that can assure
process reliability, harm avoidance, and avoidance of unnecessary utilization. This
generally incudes a preoperative optimization process, care pathways hardwired
into the EMR, and algorithms for tailored application of higher-level resources
based on patient data (e.g., a surgical home program). Our group practice model
organization facilitates the provision of cross-disciplinary services such as radiol-
ogy, anesthesia, surgeons’ fees, and hospital charges that can all be furnished by the
same provider entity, as well as patient-centered services such as hotel accommoda-
tion, outpatient therapy, durable medical equipment, and transportation.

Patients often travel from far away, including from other states. After discharge,
they are housed in a hospital-affiliated hotel. They receive physical therapy in the
hotel. If they have a minor medical or postsurgical issue, they can be seen in the
hotel room for their convenience. Organizationally and administratively, COE pro-
grams require health system executive support, alignment of transportation, care
management, appointment navigation, hospitality, medical equipment procurement,
outpatient therapy (e.g., physical therapy services delivered in the hotel), concierge
services, medical informatics, information technology, and finance teams.
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37.3.1 Quality Metrics Monitored in ECEN Programs

The quality indicators monitored and reported by employer networks generally
encompass a 30-day period after the procedure. They include 30-day mortality and
readmissions, PE, DVT, surgical site infection (SSI), surgical site bleeding, wound
dehiscence, and unplanned return to operating room (ROR) [15]. Hospital length of
stay is also reported as part of the ECEN quality dashboard, as is AMI, pneumonia,
or sepsis within 7 days, unplanned medical management after discharge, and com-
pletion of total joint-related patient questionnaires documenting functional
outcomes.

Key Concept

To be chosen as a national center of excellence by major employers, hospitals
must meet network care philosophy, volume, and quality criteria. Quality
metrics include complications and process metrics. Systems for reporting and
concurrent review need to be set up or adjusted to account for these
requirements.

37.3.2 Experience with ECEN at the Ochsner Health

Adoption of the PSH at our hospitals, with systemwide adoption of hardwired care
pathways in the EMR, set the stage for successful entry into the ECEN. To date,
surgical patients referred to Ochsner as part of the ECEN designation include those
considered for hip replacement, knee replacement, spine surgery, and bariatric
surgery.

Our experience is most comprehensive with joint replacement surgery. Among
the 11 health systems for which quality data were most recently available, Ochsner
had complication rates of PE, DVT, SSI, wound dehiscence, and ROR, which were
below the group means of the participating centers. Readmission rates were near the
mean but improved substantially year over year.

Our journey toward a bariatric ECEN contract arrangement entailed a multistep
process. We were initially approached with a high-level data request to assess our
group’s fit for the network program. The information requested comprised of our
bariatric center’s volumes, accreditation status, and patient outcomes. Patient out-
come data sought by ECEN surrogates included readmission rates, length of stay,
and infection rates. Once these data were found acceptable, we were able to move
to the next step which involved a more formal application and telephone interview.
The full application included more detailed information about the Ochsner bariatric
program and our institution. In particular, detail was sought regarding safety culture
and performance within the hospital and within the division of bariatrics. The appli-
cation also included questions about our EMR and its adaptability to facilitate the
network program for bariatric referral. Our application acceptance prompted an
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onsite visit. Once full approval to proceed was obtained, program details were
worked out, including data sharing and payment arrangements. Moving forward, we
have planned yearly safety and quality evaluations using data from our previous
year. This process compares our data to that of the other participating centers. Our
continued participation in the program is dependent on these quality outcomes,
which include minimum case activity for the facility and each surgeon.

37.4 Summary and Future Considerations

Population management has become a strategic priority at the Ochsner Health. The
group practice model, aided by health system information technology and care
coordination resources, has been able to support a substantial entry into periopera-
tive population management. Our experience has been that perioperative patient
engagement through preoperative classes for patients and family, reinforcement
during preoperative visits, and intentionally timed postoperative contacts have all
contributed materially to improved outcomes, patient experience, and efficiency of
care. A system for accurate medical record documentation and quality metric report-
ing, augmented by our concurrent review process, is key to successful participation
in bundled care arrangements. Our COE patients’ feedback has been overwhelm-
ingly positive. While substantial resources needed to be invested to support them,
the program’s high-touch, encouraging outcomes have continued to energize our
care teams.

Targeted access to electronic platforms for patient engagement will be critical to
the success of perioperative population management [16]. Accordingly, we have
initiated the use of such platforms (e.g., Epic Care Companion, telemedicine pre-
and postoperative visits facilitated through the Ochsner Health patient portal). We
envision continuing to expand their use. Personnel, such as unit-based providers and
care navigators, are being aligned to encourage patients to sign on to and adopt their
use prior to and during hospitalization.
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