InnOVATIONS:

Recognizing Advances in Health Care
An Issue Brief from the St. Louis Area Business Health Coalition

Bundled Payments for Joint Replacement: Rewarding Better Outcomes
For more than a decade, a leading local physician practice has tracked its outcomes and used data to better understand how
to achieve the best results for patients. Now, Signature Medical Group of St. Louis and Kansas City is getting paid for it and
they are sharing what they have learned with physician organizations around the country.
Abstract As technology has improved the durability of joint implants, it has become more common for 50 and 60 year-olds
to undergo complex and expensive joint replacement surgery. With the biomaterials used today, an implant can last 25 years if
patients achieve weight and activity goals.
The adoption of new payment models is occurring more slowly. Medicare and private payers typically pay for physician,
hospital, physical therapy and rehabilitation care separately, which does not incent providers to design the best plan of care
to ensure optimal patient outcomes. Too often the result is fragmented care with minimal coordination across providers and
healthcare settings. A Bundled Payment for Care Improvement initiative from the Centers for Medicare and Medicaid Services
offers incentives to innovate and improve care coordination. This new payment model rewards providers, such as Signature, for
improving health, and the patient’s experience of care and for reducing cost.

Medicare’s Bundled Payment for Care Improvement (BPCI)
initiative compensates providers with a single payment
for an entire course of treatment, referred to as an episode
of care. Episodes of care end 30, 60 or 90 days after
discharge. The goal is to improve quality and lower cost
by encouraging providers to work as a team across all care
settings. Providers share in the cost savings if they meet
quality goals and their actual expenditures are below the
bundled payment amount. Participating practices may
select among 48 clinical conditions, including joint
replacements, to test the development of bundled
payments. These clinical conditions account for 70%
of Medicare admissions.
In the St. Louis and Kansas City regions, Signature Medical
Group (SMG), a physician-owned, multi-specialty group
with a large orthopedic practice, was selected to participate
in the program. During Phase 1, providers analyze Medicare
claims data and design plans of care that include quality
performance goals and coordinate care across all specialties
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and healthcare settings. In Phase 2, CMS assigns a target
price that includes provider and facility charges set below
actual fee-for-service payments. By accepting bundled
payments, the provider is accountable for managing care
costs across all components of the care episode. SMG
launched this phase in December 2013.
SMG orthopedic physicians began comparing data with
others across the nation with the goal of improving their
outcomes and making care more patient-centered over 10
years ago. For the Medicare project, Signature providers
work with the patient to design an individualized plan of
care. Patient education by the orthopedic surgeon is a key
part of this approach. Physicians counsel patients on the
importance of maintaining a healthy weight and active
lifestyle.
In the past, patients could expect to be discharged
to a rehabilitation or skilled nursing facility after joint
replacement surgery. A central goal of Signature’s
program is to enable patients to recover from the
procedure at home. To ensure a successful outcome
under this scenario, a patient must be at an optimal level
of fitness and functionality. Approximately three to four
weeks prior to the procedure, Signature providers examine
patients’ baseline physical and mental health and socioeconomic support system.

Stephanii Watts, RN, BSN, MBA, Director of Case Management (Photo courtesy of SMG)

2

“

Balance is an important sign of physical
health and coordination. If balance is
not optimal, the patient is at increased
risk for falls and costly complications
after surgery.

”

– Coles L’Hommedieu, M.D., Signature Medical Group

An important component of the physical examination is
the Berg Balance Scale functional assessment. “Balance is
an important sign of physical health and coordination. If
balance is not optimal, the patient is at increased risk for falls
and costly complications after surgery,” according to Coles
L’Hommedieu, MD of SMG. Physical therapists teach the
patient pre-strengthening exercises, counsel them to help
them feel more in charge of their care, and train them on
their post-procedure exercise routines before their mobility
becomes limited by pain.
The Signature team also tries to recognize the patient’s
unique personal needs. Is there a dog at home that needs
to be boarded or a spouse that needs help with daily
chores or meal preparation? Understanding and addressing
such needs helps limit patient’s risk of falling and other
complications.
The Signature team includes orthopedic surgeons, nurse
case managers, physician assistants and nurse practitioners.
Case managers understand patients’ health status and comorbidities and actively engage the patient and family in
the plan of care. This helps all the players on the patient’s
team understand the goals for discharge planning, home
health and physical therapy. Signature worked with a
software company to develop a product that integrates
the information case managers use to monitor the patient
during the episode of care. Using this tool, case managers
send physicians weekly updates on patients’ progress
via e-mail. To ensure coordination of care after discharge,
the case manager works with hospital social services to
coordinate home health and physical therapy services.
“Patients know what to expect prior to surgery which
lessens their fear and apprehension during recovery,” said
Dr. L’Hommedieu. Each patient is unique and the duration
of physical therapy may vary one to four weeks after surgery
based on their physical capabilities, risk score and family
support encompassed in their personalized plan of care.
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Patients need not be in their 50s or 60s to be a good
candidate for recovery and rehabilitation at home. This was
the case for 80 year-old Signature patient Melvin Hunter
who had partial knee replacement surgery in early January
2014. Prior to surgery, Hunter was an avid hiker, and also
enjoyed bicycling and lap swimming.
When he was unable to walk a few blocks without knee
pain, Signature physician John Tessier, MD recommended
joint replacement surgery. Unlike other patients participating
in the program, Hunter was in such good physical condition
he did not need to undergo physical therapy prior to surgery.
In stable condition and facing a severe snow storm, he was
sent home after only one night in the hospital. With minimal
support, his wife LuAnn Hunter took care of him, setting up
and tending the thermal ice machine wrapped around his
knee to reduce the swelling. “At first I was a little nervous
about taking care of him so soon after surgery, but later I felt
more comfortable since he was doing so well,” LuAnn Hunter
said. Due to his age, Melvin Hunter required four weeks of
physical therapy at home and an additional five weeks at
an outpatient facility. “Overall, we were very pleased with
the care my husband received from the physician and case
manager, Stephanii Watts,” LuAnn Hunter said.
In Signature’s bundled payment arrangement with
Medicare, the episode of care for joint replacement lasts 90
days after discharge. While the number and mix of services
vary by patient, the bundled payment remains constant.
Therefore, the same price is paid even if an episode includes
a stay in a rehabilitation or skilled nursing facility prior to
going home. “This program offers the flexibility to tailor care
to meet the needs of the individual patient,” Dr. Tessier said.
In the latest version of this CMS program, Medicare
continues to make fee-for-service (FFS) payments to SMG
for care provided during the episode. After a six month
period, CMS reconciles the FFS payments against the
pre-determined bundled payment amount. If Medicare
pays more than the bundled payment amount during the
episode, SMG must pay CMS the difference. If Medicare
pays less than the target payment, the savings are shared

“

This program offers the flexibility to
tailor care to meet the needs of the
individual patient.

”

– John Tessier, M.D., Signature Medical Group

Key Components of Care Team Approach
· Baseline Physical and Mental Health Exam
· Berg Balance Scale Assessment
· Patient and Family Plan of Care
· Patient Education
· Physical Therapy Pre- and Post-Op Preparation
· Discharge Planning
· Post-Discharge Care Coordination
provided SMG also meets or exceeds quality performance
targets. Examples of quality metrics include patient
satisfaction scores, readmission rates and infection rates.
Signature is in the early stages of reporting. However, it has
seen marked improvements in patient satisfaction. And,
for most cases, quality scores have been above the 90th
percentile.
How have physicians fared? Under a bundled
payment, orthopedic surgeons are responsible for
more than what happens in the operating room.
This new approach to payment requires a more holistic
approach to care. Physicians and the entire care team must
take steps to prevent infections, ensure patients meet
physical therapy goals and manage patient issues that
extend beyond the operating table or hospital bed. The
patient and family become part of the care team as well.
They become prepared physically and psychologically by
learning about the process ahead, understanding their role
in achieving success and preparing for those responsibilities.
“Physicians did not anticipate how much communication
would be necessary and how beneficial communication
is both up and downstream in the process,” said Dr.
L’Hommedieu. “Overall, I have been very excited to be in
the forefront of care redesign that improves outcomes,
reduces cost and provides a more satisfying care experience
for patients.” Dr. Tessier agrees, “Signature sees the Bundled
Payment for Care Improvement initiative as the direction
the health care system is heading and an opportunity to
position ourselves as a low cost provider with superior
outcomes.” In the future, Signature’s goal is to develop this
into a successful product they can offer to insurance carriers
and large employers. They would also like to expand it to
include other orthopedic episodes of care such as low back
pain, carpal tunnel surgery, fractures and rotator cuff repair.
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