
or a clear picture of the changes affecting healthcare 

organizations today, look no further than the orthopedic service 

line. A microcosm of broader trends, orthopedics has been ground 

zero for innovation and transformation.
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The Beginning of Orthopedics’ Transformation
Starting with the Joint Camp concept in the late 
1990s and early 2000s, hospitals began to recognize 
the importance of focusing on the end-to-end 
patient journey as a method for improving surgical 
effectiveness, operational efficiency, and the patient 
experience. 

It was out of this transformation that the concept of 
a destination program was born. Joint replacement 
centers, inpatient spine programs, and geriatric 
fracture programs saw significant investment in 
facilities and branding to ensure they captured the 
growing number of patients who were self-referring.

Fast forward to today, and the world of orthopedics 
is transforming yet again. In the modern era of 
orthopedics, what defines a destination program? 

As hospitals see more and more orthopedic surgical cases moving to outpatient and ambulatory 
sites of care, they risk losing not only a significant proportion of surgical volume and revenue, but 
also surgeons, who may find their time is better spent focusing on building a practice outside of the 
hospital. “Destination centers” focused on high-volume inpatient surgical procedures will no longer 
be enough to differentiate your organization from your competitors. The need for outpatient and 
ambulatory sites, as well as investments in telemedicine and digital health solutions, are redefining 
what it means to be a true destination for care and may be the key to redefining the orthopedics 
landscape in a given region.

Patients are seeking convenience and value, and payers are rewarding alternative sites of care for 
cost savings through bundled payment programs. Success will come from pursuing new strategies 
and broadening the definition of what it will take to build a destination program.  

With the tremendous changes facing orthopedics, the stakes—and opportunities—are at an 
inflection point. 
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Is it worth the time and effort to invest in a service 
line that appears to be leaving the inpatient setting 
at such a rapid pace? The answer is yes. In fact, given 
the changes in orthopedic care, payment model 
evolution, and the transition of surgeries to the 
ambulatory setting, there may never be a better time 
than now. 
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We’ve heard it before. The senior population is growing as the baby boomers age. Patients are more active later in 
life. Innovative technologies are expanding surgical options to younger patients. While these demographic factors 
represent opportunities for a profitable service line, the threats to this service line, from the hospital perspective, 
loom much larger. Changing market dynamics are resulting in a massive shift in local markets, and hospitals that 
are unprepared for this change may find themselves losing a majority of their most valuable cases within the next 
three to five years.

To make the most of the opportunities while safeguarding against the threats, orthopedic service line leaders 
must look beyond the walls of the hospital toward outpatient and ambulatory total joint, spine, and sports 
medicine cases. Health systems must develop programs that incorporate nonsurgical treatment options and 
standardize patient intake, triage, and navigation. Service line leaders must pursue strategies for improved access 
through orthopedic urgent care clinics as well as telehealth for minor injuries. These strategies and tactics may 
become more complicated and less obvious in an evolving environment, but as the transition to value-based care 
continues, they will become even more critical.
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Four key elements make up the strategic framework of an orthopedic destination center. These can be 
thought of as the building blocks of a successful program.
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Creating a Culture of Quality
Despite the trend toward outpatient and 
ambulatory cases, there will always be a need for 
inpatient surgeries—and delivering high-quality 
care is paramount to differentiating your service 
line in the face of increased competition. Focus 
your efforts on empowering clinical leadership 
and improving quality and performance through 
the pursuit of nationally recognized accreditation 
and recognition programs. Ensuring that clinical 
leaders are both empowered and held accountable 
for results will foster a culture that elevates 

THE FOUNDATION

Before pursuing the development of advanced orthopedic 

programs or building out sophisticated strategic plans, 

create a culture of quality within your service line and 

develop the systems necessary to actively monitor 

and improve quality on an ongoing basis.

quality and ensures that those who can impact 
it most take ownership. Utilizing physician-
led, multidisciplinary teams to pursue Joint 
Commission certification and recognition in the 
U.S. News & World Report specialty rankings will 
position your hospital as the destination of choice 
for both patients and physicians. Physicians may be 
able to earn more by operating in an ASC that they 
partially own, but they are ultimately concerned 
with patient safety and will select the facility they 
feel offers the highest-quality care. 
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Ensuring Physician Alignment
Entrepreneurial orthopedic surgeons have invested 
in growth opportunities outside of their practices 
for years, and given the threat of declining 
reimbursements, this will continue—introducing 
disruptive competition in the local marketplace. 
Physician practice consolidation will accelerate, 
with orthopedic surgeons taking advantage of 
economies of scale and the possibility of cost 
containment, resulting in the formation of large, 
regional supergroups with greater market power, 
influence, and independence. 

STUCTURAL SUPPORT

Many physicians have a burning entrepreneurial spirit, but they often 

lack the infrastructure, experience, and capital that a health 

system can bring. Hospital leaders should capitalize on these 

organizational strengths to partner with physicians 

and build stronger orthopedic program offerings.

Although this may pose a threat to your health 
system, it may also introduce opportunities for 
alignment and partnership. Successful service 
line leaders will pursue opportunities to partner 
with their orthopedic surgeons to improve patient 
experience, quality, and cost structure. Strategies 
such as jointly built bundled payment programs, 
professional services agreements, comanagement 
and gainsharing agreements, and joint ventures 
on ASCs will provide opportunities to align with 
community orthopedic surgeons. 
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Modern Payer Strategy
Once your foundation is in place and you are 
collaborating with your physician partners to 
promote and deliver on your quality goals, it is time 
to build a modern payer strategy. If you have yet 
to take that unnerving first step into the world of 
bundled payments, the time has come make the 
leap. 

CMS laid the groundwork for joint replacement 
bundles a decade ago with the Acute Care Episode 
(ACE) demonstration project, and based on the 
positive results, the approach to bundles has 
evolved into the Comprehensive Care for Joint 
Replacement (CJR) program. In performance years 
one and two of the CJR program, total episodic 
payments decreased by $146 million, resulting in an 
estimated net savings to Medicare of $17.4 million.1  
Since then, target prices have continued to drop 
as CMS pushes to squeeze more waste out of the 
system. For example, the difference between the 
target price (historical cost) of a total joint episode 
in the West South–Central region compared to 
the Pacific region is $2,693. What is driving this 
difference? Are patients really older or sicker 
from one region to another, or is it that physician 
preferences and practice patterns vary from one 
region to another? It is likely the latter, and CMS is 
closing that gap with bundled payments. 

Beginning with the original BPCI program and its 
successor, BPCI Advanced, physician practices 
could serve as the episode initiators, and 
commercial payers have followed suit—contracting 
directly with providers and leaving hospitals and 

OFFENSIVE STRATEGY

Partner with physicians 
and payers to design 

your own bundles.

Proactively collaborate 
with commercial payers on 

bundled payment initiatives.

Maximize physician 
partnerships to deliver 

the highest-quality, 
lowest-cost service in 

your respective region.

health systems on the outside looking in. Payers 
recognize that surgeons can impact costs more 
directly than hospitals can, and contracting with 
the surgeons and allowing them to participate in 
the savings will eliminate waste and reduce costs. 
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1 “Findings at a Glance: Second Annual Report,” Comprehensive Care for Joint Replacement (CJR) Model Evaluation of Performance Years 1 and 2 (2016–2017), 
Centers for Medicare & Medicaid Services.
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Site-of-Care Transition
Developing a modern destination program requires 
that health systems expand the breadth of the 
orthopedic service line to include all inpatient, 
outpatient, and ambulatory sites of care. Even 
more importantly, the health systems must ensure 
that the full breadth of services is operated 
under a unified management and governance 
structure. CMS removed total knee replacement 
from the inpatient-only list in January 2018 and 
has recently added this procedure to the ASC 
covered procedures list effective January 2020. At 
the same time, CMS also removed total hips from 
the inpatient-only list in a move that supports the 
transition of all total joint replacements away from 
the inpatient setting. 

For years, surgeons have been performing total 
hip and knee cases on their commercial patients 
in the ASC setting, and in many cases, they have 
done it more effectively (quality) and efficiently 
(cost) than hospitals. Patients appreciate this 
approach. The limiting factor to doing the same for 
Medicare recipients was reimbursement; however, 

DEFENSIVE STRATEGY

Introduce site-agnostic 

patient navigation platforms 

to offer patients consistent, 

high-quality experiences, 

regardless of location.

given the recent CMS decisions, the healthiest (and 
most profitable) Medicare total knee patients will 
migrate to the ASC setting, leaving the sicker (and 
more expensive) patients in the hospital setting. 

To minimize the risk from this transition, 
hospitals should proactively collaborate with 
their physician partners to define criteria for 
patient selection and surgical site of care. This 
process should extend beyond the inpatient and 
hospital outpatient department setting to create 
a site-of-care demand-matching strategy. At 
locations with hospital-owned or -partnered ASCs, 
existing program features such as pre-op classes, 
education, and focused rehabilitation should be 
expanded to include ambulatory total joints. 
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For years, the threat of losing inpatient surgical volume has loomed. Now it is upon us. Inpatient Joint Camp 
programs are competing with lower-cost, higher-quality ASCs offering better patient amenities, greater 
convenience, and hotel-like settings. Little wonder that patients are increasingly seeking them out as 
destinations for care. 

That doesn’t mean your orthopedic service line can’t become—or remain—a destination program. Even as 
outpatient settings handle increasing numbers of orthopedic cases, health systems that offer high-quality 
care and value will always be a destination for patients, physicians, and payers.

About ECG
With knowledge and expertise built over the course of nearly 50 years, ECG is a national consulting firm that 
is leading healthcare forward. ECG offers a broad range of strategic, financial, operational, and technology-
related consulting services to providers, building multidisciplinary teams to meet each client’s unique 
needs—from discrete operational issues to enterprise wide strategic and financial challenges. ECG is 
an industry leader, offering specialized expertise to hospitals, health systems, medical groups, academic 
medical centers, children’s hospitals, ambulatory surgery centers, and healthcare payers. Part of Siemens 
Healthineers’ global enterprise services practice, ECG’s subject matter experts deliver smart counsel and 
pragmatic solutions.
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